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

It shall be the aim of the Community to strengthen and regulate the i i | 
dustrial , commercial and other relations of the Partner States to the era 
t h a t there shall be accelerated, harmonious and balanced development aol 
sustained expansion of economic activities the benefits whereof shall l j| 
equitably shared.' 

T h e East A f r i c a n C o m m u n i t y (EAC) came i n t o ex i s tence on D e c e m b a 
1, 1967. T h e t h r e e p i l l a r s o f t h e C o m m u n i t y were t h e C o m m o n M a r k e l 

t h e C o r p o r a t i o n s a n d t h e G e n e r a l F u n d Services . F r o m i t s i n c e p t i o n I h j 
E A C was a i m i q u e f o r m o f i n t e g r a t i o n i n A f r i c a ; u n i q u e i n t w o se es 
w h i c h a re closely r e l a t e d : one, i t evo lved f r o m a l o n g past o f c o l o i i i d 
h i s t o r y , d a t i n g b a c k to t h e B e r l i n a n d Brussels conferences. T w o , t h e i l l 
t e g r a t i o n scheme c o m p r i s e d c o m m u n i c a t i o n s a n d t r a n s p o r t , i.e. t h e f o i l 
c o r p o r a t i o n s : t h e E a s t A f r i c a n R a i l w a y s C o r p o r a t i o n ( E A R C ) , t h e Fas' 
A f r i c a n H a b o u r s C o r p o r a t i o n ( E A H C ) , t h e E a s t A f r i c a n Posts - a 
T e l e c o m m u n i c a t i o n s C o r p o r a t i o n ( E A P & T C ) a n d t h e E a s t A f r i c 
A i r w a y s C o r p o r a t i o n ( E A A C ) . N o w h e r e i n A f r i c a a n d , indeed, t h e w h o l 
w o r l d was t h e r e as i n t e g r a t i o n scheme w h i c h i n c l u d e d i n i t s areas o f ' 
t e g r a t i o n t h e f our c o r p o r a t i o n s m e n t i o n e d above. I n mos t i n t e g r a t i o 
schemes w h e r e these areas have been i n c l u d e d , i t has been by w a y 
c o o r d i n a t i o n on ly r a t h e r t h a n t o t a l i n t e g r a t i o n . 

T h e purpose o f t h e paper is to a t t e m p t to m a k e a n economi 
anafys is o f t h e i n t e g r a t i o n scheme w h i c h came i n t o be ing on Decemb 
1, 1967. I t is n o t i n t e n d e d to m e a s u r e t h e bene f i t s a n d costs o f t h e i 
t e g r a t i o n s cheme .The m a i n a r g u m e n t o f t h e paper is t h a t t h e T r e a t y f 
East A f r i c a n Cooperat i on e s t a b U s h i n g t h e E A C c o n t a i n e d t h e seeds 
d e s t r u c t i o n o f t h e v e r y i n s t i t u t i o n i t w a s i n t e n d e d to give l i f e to . T 
l o n g h i s t o r i c a l pas t o f t h e p i l a r s o f t h e E A C w h i c h came i n t o b e i n g 
December 1, 1967 was such t h a t bene f i t s o f i n t e g r a t i o n h a d t e n d e d 
accrue m o r e one p a r t n e r , i.e. K e n y a . ^ T h e T r e a t y for E a s t A f r i c 
Coopera t i on , as t h e q u o t a t i o n a t t h e b e g i n n i n g o f t h i s sect ion c o n f i r m 
a i m e d a t e s tabUsh ing a ' n e w ' o r d e r i n E a s t A f r i c a w h i c h w o u l d ensur 
t h a t t h e bene f i t s o f i n t e g r a t i o n a re e q u i t a b l y s h a r e d . U n f o r t u n a t e l y , a n 
needless t o say, i t was t h e p r a c t i c a l i m p l i c a t i o n s o f t h i s a i m w h i c h le 
to t h e coUapse o f t h e E A C . For e x a m p l e , a n d as analys i s l a t e r o n i n t h 
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w i l l show i t w a s t h e a t t e m p t t o decentraUse t h e c o r p o r a t i o n s 
' ' " ^ * K . h t about t h e squables a b o u t h o w m u c h m o n e y s h o u l d be t r a n -
t h a t ^.jjg Regions to t h e H e a d q u a r t e r s a n d t h e consequent t r a n -
^i^^^^f f unds prob lems . B y p o i n t i n g ou t t h a t i m p l e m e n t a t i o n o f t h e 

°- o f t h e T r e a t y for E a s t A f r i c a n Coopera t i on is l a r g e l y t o ex-
^ r ^ ' ^ t h e coUapse o f t h e C o m m u n i t y w h i c h we w i t n e s s e d i n e a r l y 1 9 7 7 , 1 
^ not s a y i n g t h a t t h e prov i s i ons were necessar i ly w r o n g or bad . I a m 
" " " r e concerned w i t h e x p l a i n i n g w h a t h a p p e n e d a n d w h y i t h a p p e n e d 
' " ' d p r o v i d i n g e m p i r i c a l ev idence c o n c e r n i n g t h e d i f f i c u l t i e s en -

n t e r e d i n t r y i n g t o b r i n g a b o u t a n e q u i t a b l e d i s t r i b u t i o n o f t h e 
benef i ts o f a n i n t e g r a t i o n scheme f o r m e d by m e m b e r s w h o are a l r e a d y 
e n j o y i n g t h e benef i ts i n e q u i t a b l y . T h e outcome i n t h i s case has been 
ca tas t roph i c , i .e. t h e coUapse o f t h e E A C . 

I n a d d i t i o n to t h e I n t r o d u c t i o n , t h e paper c o n t a i n s t h r e e sect ions. 
T h e second sect ion deals w i t h a b r i e f h i s t o r y o f t h e E.A.C.; t h e t h i r d sec­
t i o n deals w i t h a n ana lys i s o f t h e t h r e e p i l l a r s o f t h e E A C a n d a synop ­
tic conc lus ion is g iven i n t h e f o u r t h sect ion . A m o r e t h o r o u g h economic 
analys is has been h a m p e r e d b y n o n - a v a i l a b i l i t y o f d a t a f o r pubUc use o f 
v e r y i m p o r t a n t aspects Uke t h e v a l u e o f assets o f t h e f our c o r p o r a t i o n s 
a n d how t h e y are a p p o r t i o n e d to t h e t h r e e c o u n t r i e s b y l o c a t i o n , 
revenue earned by each c o r p o r a t i o n i n each o f t h e t h r e e c o u n t r i e s , en -
p l o y m e n t i n t h e C o m m u n i t y i n s t i t u t i o n s by n a t i o n a U t y etc . N e v e r ­
theless , i t is m y hope t h a t t h e d a t a I h a v e m a n a g e d to g a t h e r w i l l suf-
f i p i e n t l y serve to i l l u m i n a t e t h e m a i n a r g u m e n t o f t h e paper . 

T H E E A S T A F R I C A N C O M M U N I T Y : A B R I E F H I S T O R Y 

O f t h e t h r e e p i l l a r s of t h e E A C , t h e c o m m o n m a r k e t was t h e first t o come 
m t o existence. T h e c o m m o n m a r k e t was g i v e n t h e first lease o f Ufe a t 
t h e B e r U n a n d Brussels Conferences w h i c h s e t t l e d issued r e l a t e d t o t h e 
scramble for A f r i c a . T h r o u g h t h e Congo B a s i n T r e a t i e s , t h e t r a d i n g 
poUcies i n East A f r i c a w e r e s t a n d a r d i z e d . T h e c o m m o n m a r k e t was 
g i v e n f u r t h e r lease o f l i f e w i t h t h e f o r m a t i o n o f a customs u n i o n bet ­
ween K e n y a a n d U g a n d a i n 1917, to be j o i n e d by T a n g a n y i k a i n 1927. 

y 1949 t h e r e was on ly one customs a d m i n i s t r a t i o n i n E a s t A f r i c a 
^ en t h e cus toms a d m i n i s t a t i o n o f T a n g a n y i k a b e c a m e f u l l y 
set u "™"*^'* customs a d m i n i s t r a t i o n o f K e n y a a n d U g a n d a 

P way back i n 1917. T h e H e a d q u a r t e r s w a s i n M o m b a s a , K e n y a 
nected"^ • ̂ '""^''^^^ w i t h t h e E a s t A f r i c a n Customs U n i o n w e r e con-
mea t 7 p r o t e c t i v e aspect o f t h e e x t e r n a l t a r i f f s w h i c h w e r e 
a c t u a l f ® " ^ ° ^ ^ 8 e l o ca l p r o d u c t i o n i n E a s t A f r i c a as a w h o l e , b u t i n 
m e n t v ^^'^°^^f^^^ l o ca l p r o d u c t i o n a n d hence i n d u s t r i a l develop-
w r i t i n " ^ ^'^^'^ discussed a t l e n g t h i n o t h e r 
considered "^^^'^^ a u t h o r . ' ) These e a r l y t r a d i n g pol ic ies a re 
thra^ „ ° e a r l y cause o f u n e v e n economic d e v e l o p m e n t o f t h e 
•^ree countr i es . 

« r t h e second w o r l d w a r , t h e u n e v e n economic d e v e l o p m e n t 



a r i s i n g f r o m t h e e a r h e r t r a d i n g poUcies became so obvious t h a t 
H i g h C o m m i s s i o n (made up o f t h e t h r e e governors ) dec ided t o estab 
a n I n d u s t r i a l C o u n c i l w h i c h w o u l d operate a n i n d u s t r i a l l i cens 
s y s t e m . T h e ob jec t ive o f t h e i n d u s t r i a l Ucenc ing sys tem w h i c h e m e r 
i n t h e c o n s i d e r a t i o n o f a n d was expec ted t o s u p p l e m e n t a n E.A. devel 
m e n t p l a n (never produced ) , was to i n d u c e i n d u s t r i e s t o set u p i n E 
A f r i c a b y r e g u l a t i n g c o m p e t i t i o n t h r o u g h i s s u i n g l icences f o r t 
s cheduled i n d u s t r i e s , h a v i n g r e g a r d t o b o t h t h e appUcant ' s resour 
a n d t h e g e n e r a l i n t e r e s t o f E a s t A f r i c a . H o w e v e r , t h e co imcU l a c k e d t 
a u t h o r i t y t o enforce i t s decisions, a n d as a r e s u l t n o t h i n g w a s a c h i e v 

T h e u n e v e n economic deve lopment w e n t o n u n c h e c k e d i n t o t 
1950s, a n d U g a n d a a n d T a n g a n y i k a g r e w m o r e a n d m o r e u n h a p p y w i 
t h e a r r a n g e m e n t s because, as T a b l e I be low shows, K e n y a was m a k i 
b i g s t r ides m i n d u s t r i a l d e v e l o p m e n t a n d was m o n o p o l i z i n g i n t e r - s " 
t r a d e by e x p o r t i n g m o r e t o p a r t n e r s t h a n she b o u g h t f r o m t h e m . 

T A B L E I : B A L A N C E I N INTERTERRITORIAL TRADE - 1956 

MiU,£ 

Kenya + 4 9 
TanganyUca . 4 2 
Uganda . 0 . 7 

Source: Annua l Trade Report 1956. 

T h e R a i s m a n C o m m i s s i o n was estabUshed i n 1960, a n d i t r e p o r 
m 1 9 6 1 w i t h a proposa l t o es tabUsh a d i s t r i b u t a b l e pool i n w h i c h w e a l t 
f r o m K e n y a w o u l d be r e d i s t r i b u t e d t o t h e o t h e r i n d u s t r i a l l y l a g g i 
p a r t n e r s . * T h i s a r r a n g e m e n t also p r o v e d u n s a t i s f a c t o r y . I n 196 
T a n g a n y i k a t h r e a t e n e d to pursue a n economic p o l i c y w h i c h w o u l d eve 
t u a l l y p u l l h e r out o f t h e c o m m o n m a r k e t . T h i s t h r e a t l e d 
n e g o t i a t i o n s w h i c h r e s u l t e d i n t h e K a m p a l a A g r e e m e n t whose m a j 
ob jec t ive was t o deUberate ly d i s t r i b u t e i n d u s t r i a l a c t i v i t i e s i n Ea 
A f r i c a i n f a v o u r o f t h e i n d u s t r i a U y l a g g i n g p a r t n e r s , i .e . U g a n d a a n 
T a n g a n y i k a ' . T h i s A g r e e m e n t w a s n e v e r r a t i f i e d b y K e n y a a n 
t h e r e f o r e , t h e i m p o r t a n t p a r t o f t h e A g r e e m e n t never t o o k o f f f 
g r o u n d . 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 l e d t o t h e c o m m i s s i o n i n g 
t h e P h i l i p C o m m i s s i o n w h i c h was g i v e n t h e t a s k o f r e v i e w i n g t h e e 
t i r e package o f E .A . C o o p e r a t i o n a n d l a y d o w n a new l e g a l base. 

T h e f o u r c o r p o r a t i o n s , i .e. t h e E A R C , t h e E A P & T C , t h e E A H C a n 
t h e E A A C ( in e a r l y days o t h e r w i s e k n o w n as t h e s e l f - f i n a n c i n g or se l f 
c o n t a i n e d c o m m o n services) , w e r e estabUshed a t d i f f e r e n t t i m e s bet 
w e e n t h e l a t e 1890s a n d 1946. T h e first i n t e r - t e r r i t o r i a l service w a s t h 
U g a n d a R a i l w a y , l a t e r on r e n a m e d K e n y a a n d U g a n d a R a i l w a y . T h 
K e n y a a n d U g a n d a R a i l w a y w a s a d m i n i s t e r e d u n d e r a Gener 
M a n a g e r as a d e p a r t m e n t o f t h e K e n y a G o v e r n m e n t w i t h H e a d q u a r t e r 

H i t s revenues a n d e x p e n d i t u r e s w e r e c o m b i n e d w i t h t h e 
N a i r o b i , ano^^ G o v e r n m e n t . I n 1925 , a R a i l w a y A d v i s o r y C o u n c i l 

o ther g g e n t a t i o n f r o m t h e t w o t e r r i t o r i e s was estabUshed t o 
w i t h ^ ' l " * J^^^g i n t e r e s t s o f t h e t w o t e r r i t o r i e s . Moreover , t h e post o f 
t a k e care ° ^.^^^^ T r a n s p o r t t o be occupied by t h e G o v e r n o r o f 
H i g h c o u n t r i e s was c r e a t e d . A s a r e s u l t o f these t w o 
e i t h e r o^ a g r e e m e n t to separate t h e r a i l w a y finances f r o m those o f 

Kenya G o v e r n m e n t was reached . A n o t h e r p r o b l e m d u r i n g t h e e a r l y 

days 
" f t h e K e n y a a n d U g a n d a R a i l w a y was r e l a t e d to t h e s t r u c t u r e of 

t h e r a U w a y t a r i f f . F o r U g a n d a , t h e s t r u c t u r e o f t h e charges , w i t h h i g h 
tes for i m p o r t s , p r o t e c t e d K e n y a i n d u s t r y a t t h e expense of U g a n d a 

^ sumers , a n d t h e r e was i n s u f f i c i e n t ' d i s tance t a p e r ' i n t h e t a r i f f r a t e , 
t h u s favoui - ing K e n y a expor ts a n d d i s c r i m i n a t i n g a g a i n s t U g a n d a ex-

^ " o u r i n g t h e same decade (19208)., M o m b a s a h a r b o u r w h i c h h a d been 
a d m i n i s t e r e d by t h e K e n y a G o v e r n m e n t was t r a n s f e r r e d t o t h e 
r a i l w a y s a d m i n i s t r a t i o n , w h i c h was r e n a m e d K e n y a - U g a n d a R a i l w a y s 
a n d H a r b o u r s . T h e T a n g a n y i k a R a i l w a y s a n d H a r b o u r s a d m i n i s t r a t i o n 
was a m a l g a m a t e d w i t h t h e K e n y a - U g a n d a R a i l w a y s a n d H a r b o u r s a d ­
m i n i s t r a t i o n i n 1946, a n d g r a d u a l l y up t o 1950, a soUd E a s t A f r i c a n 
R a i l w a y s a n d H a r b o u r s A d m i n i s t r a t i o n was es tabhshed w i t h h e a d q u a r ­
ters i n K e n y a ( N a i r o b i ) , a n d s u b - h e a d - q u a r t e r s o f t h e H a r b o u r s i n 
M o m b a s a . 

T h e 19208 saw t h e a m a l g a m a t i o n o f t h e Posts a n d Te l egraphs 
D e p a r t m e n t s o f K e n y a a n d U g a n d a . I n 1933, t h e K e n y a - U g a n d a Posts 
a n d Te l egraphs D e p a r t m e n t was a m a l g a m a t e d w i t h t h a t of T a n g a n y i k a 
to f o r m a n East A f r i c a n a d m i n i s t r a t i o n for b o t h posta l a n d t e l e c o m ­
m u n i c a t i o n s services, a l b e i t dependent on t h e g o v e r n m e n t s f o r i t s 
finances up to 1949 w h e n i t was e s t a b l i s h e d as a s e l f - c o n t a i n e d a n d self-
financing D e p a r t m e n t u n d e r t h e P o s t m a s t e r G e n e r a l with H e a d q u a r ­
ters i n N a i r o b i . 

T h e nuc leus o f w h a t was l a t e r t o become t h e E A A C was p r o v i d e d i n 
1929 w h e n i n t e r n a l a i r services began to be p r o v i d e d . T h i s nuc leus g r e w 
i n t o a fuUy-f ledged c o r p o r a t i o n w h e n t h e E.A. A i r w a y s C o r p o r a t i o n was 
estabUshed i n 1946 w i t h i t s h e a d q u a r t e r s i n N a i r o b i , K e n y a . T h e E A A C 
r e m a i n e d so u n t i l i t s b r e a k - u p i n e a r l y 1977. 

f t *^®neral F u n d Services is a m i x e d b a g o f t h e C o m m u i i i t y i n -
8 rtutions w h i c h are somet imes k n o w n as t h e non-se l f f m a n c i n g i n -
^ 1 u t i ons of t h e C o m m u n i t y . Essent iaUy , these i n s t i t u t i o n s w e r e t h e r e 

' S u p p o r t i v e services to t h e c o m m o n m a r k e t a n d to t h e cor-
c a r r ^^^^ *° p r o v i d e soc ia l services a t E a s t A f r i c a n leve l , Uke 

resea"^K researches i n areas w h i c h t r o u b l e E a s t A f r i c a n s a n d w h o s e 
ob jec t^ f**^"*^-^'*^^'^®*^°'"®''^®'"®°^'''®"®^***° t h e t h r e e c o u n t r i e s . T h e 
s t i t u t e ^ * h a v i n g these r esearch m s t i t u t e s , e.g. M e d i c a l Research I n -
research^^^ *° enable each of t h e t h r e e c o u n t r i e s t o economize o n 
^ h o l e o f F " " * ^ * ^'^^ Personel b y h a v i n g one research i n s t i t u t e for t h e 

•^ast A f r i c a . A n o t h e r c h a r a c t e r i s t i c o f these G e n e r a l F u n d Ser-



vices was t h a t t h e y w e r e f i n a n c e d by c o n t r i b u t i o n s f r o m outs ide t h e 
s t i t u t e s , e.g. f r o m G o v e r n m e n t c o n t r i b u t i o n s a n d f o r e i g n g r a n t s 
d u r i n g t h e t i m e o f t h e E.A. H i g h C o m m i s s i o n , or f r o m a D i s t r i b u t a 
Poo l as d u r i n g t h e t i m e o f t h e E.A. C o m m o n Service O r g a n i s a t i o n , fw 
1 9 6 1 o n w a r d s . ' 

T h e G e n e r a l F u n d Service I n s t i t u t i o n s came i n t o b e i n g a t differc 
t i m e s d u r i n g t h e h i s t o r y o f t h e E A C . T h e C o u r t o f A p p e a l was t h e fi 
t o be es tabUshed i n t h e 1910s, w i t h T a n g a n y i k a j o i n i n g i t i n t h e 192 
T h e 1920s saw t h e e s t a b U s h m e n t o f a n E a s t A f r i c a n Of f i ce a n d a Tra 
C o m m i s s i o n e r i n L o n d o n , t h e E.A. M e t e o r o l o g i c a l D e p a r t m e n t , a p 
m a n e n t S e c r e t a r i a t f o r t h e E.A. Governor ' s Conference (1926) - l a t e r 
become t h e S e c r e t a r y G e n e r a l , w i t h a s t a t i s t i c a l adv iser t o p r o v i d e ( 
S e c r e t a r i a t wdth s t a t i s t i c a l services. A C e n t r a l V e t e r i n a r y reseat 
o r g a n i s a t i o n was estabUshed i n 1939, t h e E.A. I n d u s t r i a l Resear 
O r g a n i s a t i o n as w e l l as t h e E.A. I n c o m e T a x B o a r d w e r e establ ish 
d u r m g t h e Second W o r l d W a r . M a n y r e s e a r c h i n s t i t u t i o n s w 
e s t a b h s h e d a f t e r t h e second W o r l d W a r . O f s i gn i f i cance , however , 
t h e e s t a b U s h m e n t of t h e E.A. D i r e c t o r a t e o f C i v i l A v i a t i o n i n 1946, 
t h e u n i f i e d E.A. Customs a n d Excise D e p a r t m e n t on J a n u a r y 1, 19 
A U i n aU, by t h e t i m e t h e T r e a t y for E a s t A f r i c a n Cooperat ion ca 
i n t o b e i n g on December 1, 1967, t h e r e w e r e t h e f o l l o w i n g services t o 
r u n u n d e r t h e n a m e o f t h e G e n e r a l F u n d Services: T h e Secre tar ia 
t h e C o m m u n i t y , i n c l u d i n g services r e l a t i n g to t h e C o m m o n M a r k e t 
t f i e C h a m b e r s o f t h e Counsel t o t h e C o m m u n i t y ; T h e E.A. D i r e c t o r a t 
C i v i l A v i a t i o n , t h e E.A. M e t e o r o l o g i c a l D e p a r t m e n t ; t h e E.A. Cus to 
a n d Exc ise D e p a r t m e n t ; t h e E.A. I n c o m e T a x D e p a r t m e n t ; t h e E.A. 
d u s t r i a l C o u n c i l ; t h e E.A. L i t e r a t u r e B u r e a u ; t h e A u d i t o r Gener 
D e p a r t m e n t ; t h e E.A. C o m m u n i t y Serv ice C o m m i s s i o n ; t h e E 
L e g i s l a t i v e A s s e m b l y ; t h e I n t e r - U n i v e r s i t y C o m m i t t e e for E a s t A f r 
t h e E.A. A g r i c u l t u r e a n d F o r e s t r y Research O r g a n i s a t i o n ; t h e E 
F r e s h - w a t e r F i sher i e s Research O r g a n i s a t i o n ; t h e E.A. M a r 
F i s h e r i e s Research O r g a n i s a t i o n ; t h e E.A. T r y p a n o s o m i a s i s Rese 
O r g a n i s a t i o n ; t h e E.A. V e t e r i n a r y Research O r g a n i s a t i o n ; t h e E 
L e p r o s y Research C e n t r e ; t h e E.A. I n s t i t u t e o f M a l a r i a a n d V e c t 
B o r n e Diseases; t h e E.A. I n s t i t u t e f o r M e d i c a l Cesearch; t h e E.A. V i 
Research O r g a n i s a t i o n ; t h e E.A. I n d u s t r i a l Research O r g a n i s a t i o n ; 
E .A . T r o p i c a l Pest ic ides Research I n s t i t u t e ; t h e E.A. Tubercu los i s 
v e s t i g a t i o n C e n t r e ; Services r e l a t e d t o t h e operat ions o f t h e E 
C u r r e n c y B o a r d ; ' Services for t h e a d m i n i s t r a t i o n o f g r a n t s or lo 
m a d e by t h e g o v e r n m e n t o f a n y c o u n t r y , a n y o r g a n i s a t i o n or a 
a u t h o r i t y for t h e purposes of pro jec ts or services agreed b e t w e e n t 
A u t h o r i t y a n d t h e P a r t n e r States ; services, i n c l u d i n g s t a t i s t i c a l s 
v ices , f o r t h e purposes of c o o r d i n a t i n g t h e economic a c t i v i t i e s of t 
P a r t n e r States ; services r e l a t e d t o p r o v i d i n g m a c h i n e r y t o f a c i U t a t e t 
c o o r d i n a t i o n o f t h e a c t i v i t i e s o f t h e P a r t n e r States on a n y m a t t e r 
c o m m o n i n t e r e s t ; services f o r t h e purposes o f t h e E.A. I n d u s t r i a l Coui" 

M e n t i o n shou ld be m a d e here t h a t p r i o r t o 1967 t h e h e a d q u a r t e 

Services O r g a n i s a t i o n , l a t e r t o become t h e E.A.C., 
of t h e E.A. o m i n s t i t u t i o n s m e n t i o n e d above were m 
as weU as those o i 

K e n y a - n r o b l e m w i t h these service o r i e n t e d i n s t i t u t i o n s h a d been 
D u r i n g t h e t i m e o f t h e E.A. H i g h C o m m i s s i o n , i .e . t h e t i m e 

r,nance^^ t h r e e Governors s t a r t e d t o meet , t h e genera l f u n d services 
w h e n t ^ ^ ^ ^ t h r o u g h c o n t r i b u t i o n s f r o m t h e t h r e e g o v e r n m e n t s p lus 
'^^'^^ib'ar^as weU as f r o m loans a n d g r a n t s m a i n l y f r o m t h e U . K . T h i s 
^ " " ^ gement was cons idered as b e i n g n o t i d e a l a n d by 1 9 6 1 , w h e n t h e 
F'^T C o m m o n Services O r g a n i s a t i o n came i n t o b e i n g , t h e R a i s m a n 
r miss i on came up w i t h t h e idea o f a D i s t r i b u t a b l e Pool o f w h i c h 50% 

" ' " t o be aUocated to t h e H i g h C o m m i s s i o n t o r u n t h e non-seU" con-
tetaed services, hence g i v i n g t h e C o m m i s s i o n a n i n d e p e n d e n t source o f 
f inance , as t h e R a i s m a n r e p o r t p u t i t : 

Possession by the High Commission of an independent revenue would assist 
these services in their activities by providing them w i t h a greater certainty 
of funds, and i t would also promote a more efficient use of funds between 
services by enabling the High Commission to function as a single authority , 
able — wi th the advice of its various boards, councils and committees — to 
administer its services from the point of view of the interests of the whole of 
East Africa rather than as an agency of t e r r i t o r i a l government." ' 

Since mos t o f the funds were t o come f r o m t h e m o n e y - m a k i n g i n ­
s t i t u t i o n s , t h e D i s t r i b u t a b l e Pool w a s expected to come f r o m t h e i n ­
d u s t r i a U y advanced c o u n t r y , K e n y a (because o f t h e p r o v i s i o n t h a t t h e 
pool was t o d r a w on 40% of t h e a n n u a l proceeds w i t h i n t h e t e r r i t o r i e s o f 
t h e i n c o m e t a x charged to companies o n p r o f i t s a r i s i n g f r o m m a n u f a c ­
t u r i n g a n d f i n a n c e , p lus 6% o f a n n u a l r evenue o f t h e t h r e e t e r r i t o r i e s o n 
customs a n d excise). I t was f e l t t h a t she w o u l d shoulder a g r e a t e r b u r ­
den of r u n n i n g t h e non-seUf.contained services a t t h e a d v a n t a g e o f t h e 
i n d u s t r i a l l y l a g g i n g p a r t n e r s , . T a n g a n y i k a a n d Uganda .* A s exper ience 
showed, t h e a r r a n g e m e n t was n o t a n i d e a l one a n d a n e w m e t h o d o f 
financing t h e G e n e r a l F u n d Services h a d to be devised by t h e Ph iUp 
Commiss ion . 

I n conclus ion to t h i s seclTion, we c a n say t h a t t h e e a r l y h i s t o r y o f 
t h e E A . C . w i tnessed a c o n c e n t r a t i o n o f t h e i n t e g r a t i o n i n s t i t u t i o n s m 
K e n y a . T h i s was because o f t h e s e t t l e r i n f l u e n c e i n K e n y a w i t h t h a t o f 
t h e B r i t i s h G o v e r n m e n t w h i c h was i n s t r u m e n t a l i n f o s t e r i n g i n ­
t e g r a t i o n i n East A f r i c a . W i t h a d m i n i s t r a t i v e a n d economic s t r u c t u r e s 
weU estabUshed i n K e n y a , t h e B r i t i s h G o v e r n m e n t f o u n d i t c o n v e n i e n t 
g^™*^® K e n y a ( N a i r o b i i n p a r t i c u l a r ) t h e c e n t r e o f t h e i n t e g r a t i o n 
en ^ ^ ^ A ^ A f r i c a . U n w i t t i n g l y , t h e B r i t i s h G o v e r n m e n t was 
t h e T e s t a b l i s h i n g a sub - centre for t h e E a s t A f r i c a n c o u n t r i e s w i t h 
wo*uld°K^ (proved w r o n g b y h i s t o r y ) t h a t t h e c e n t r e i n t h e p e r i p h e r y 
spUl-o " " " c l e u s of deve lopment for t h e who le o f E a s t A f r i c a t h r o u g h 
rae&n^y^L^I^^^^' severa l a t t e m p t s p r i o r to 1967 a t e s tabUshing a 

n j n g i u l m t e g r a t i o n scheme h a d f a i l e d . 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 o f 1967 c o n t a i n e d m a n y prov i s i ons w h i c h w e r e a i m e d 
r e s t r u c t u r i n g t h e i n t e g r a t i o n . D u r i n g t h e process o f i m p l e m e n t i n g t h e 
prov i s i ons , a n d l a r g e l y because o f t h i s , t h e E.A.C. co l lapsed. T h e ne 
sect ion discusses t h e t h r e e p i l l a r s o f t h e E.A.C. as p r o v i d e d for i n f 
T r e a t y o f 1967. 

T H E E.A.C. A N E C O N O M I C A N A L Y S I S 

T h e p r e c e d i n g sect ion has d e a l t w i t h t h e b a c k g r o u n d h i s t o r y o f t h e E 
i n order t o i l l u m i n a t e w h a t was a t t e m p t e d by t h e P h i l i p Commiss io 
by w a y o f i n t r o d u c i n g a n e w o r d e r i n t h e i n t e g r a t i o n scheme. I n t 
prev ious sect ion , we have f o u n d t h a t K e n y a ( N a i r o b i ) was t 
h e a d q u a r t e r s o f t h e i n t e g r a t i o n scheme. A l l t h e f our c o r p o r a t i 
( t h r e e before t h e b r e a k - u p o f t h e E.A. R a i l w a y s a n d H a r b o u r s i n t o t 
h a d t h e i r h e a d q u a r t e r s i n K e n y a . M o s t o f t h e i n s t i t u t i o n s u n d e r 
G e n e r a l F u n d Services were based i n K e n y a ; a n d so was t h e S e c r e t a r ' 
o f t h e E.A. C o m m o n Services O r g a n i s a t i o n . I t is obvious t h a t a l l t 
sp i l l - over ef fects o f these i n s t i t u t i o n s w i t h t h e i r h e a d q u a r t e r s i n K e n 
w e n t to bene f i t K e n y a . E m p l o y m e n t o p p o r t u n i t i e s for t h e c o m m 
cadre ( lower a n d m i d d l e grade w o r k e r s ) were enhanced . Moreover , t 
ex i s tence o f these i n s t i t u t i o n s s t i m u l a t e d economic a c t i v i t y i n order 
p r o v i d e a n c i l l a r y services h k e food supply f o r w o r k e r s , c o n s t r u c t i o n s 
vices, etc. T h i s f a c t w e n t f u r t h e r to w i d e n t h e gap i n economic develo 
m e n t a m o n g t h e t h r e e c o u n t r i e s . 

T h e P h i l i p C o m m i s s i o n r e v i e w e d t h e w h o l e package o f i n t e g r a t i 
a r r a n g e m e n t s , a n d t h e f i r s t measure w h i c h was r e c o m m e n d e d i n or 
to i n t r o d u c e a n e w order supposed to help redress t h e i m b a l a n c e 
economic d e v e l o p m e n t was t h e r e a l l o c a t i o n o f t h e h e a d q u a r t e r s o f t 
v a r i o u s i n s t i t u t i o n s t o t h e t h r e e c o u n t r i e s . A f t e r b r e a k i n g up t h e E. 
R a i l w a y s a n d H a r b o u r s i n t o t w o c o r p o r a t i o n s , i .e . t h e E.A. R a i l w a 
C o r p o r a t i o n a n d t h e E.A. H a r b o u r s C o r p o r a t i o n , a n d a f t e r e s t a b l i s h i 
a n e w i n s t i t u t i o n , t h e E.A. D e v e l o p m e n t B a n k , t h e h e a d q u a r t e r s f o r t 
s ix m a j o r i n s t i t u t i o n s o f t h e E.A.C. were d i v i d e d up as fo l l ows : T a n z a n " 
w a s g i v e n t o hos t t h e h e a d q u a r t e r s o f t h e E.A.C., i.e. t h e S e c r e t a r i a t a 
t h e h e a d q u a r t e r s o f t h e E.A. H a r b o u r s C o r p o r a t i o n ; t h e t owns chos 
were A r u s h a a n d D a r es S a l a a m respec t ive ly . K e n y a was t o host t 
h e a d q u a r t e r s of t h e E.A. R a i l w a y s C o r p o r a t i o n a n d t h e E.A. A i r w a 
C o r p o r a t i o n . U g a n d a was t o hos t t h e h e a d q u a r t e r s o f t h e E.A. Posts a 
T e l e c o m m u n i c a t i o n s C o r p o r a t i o n a n d t h e E.A. D e v e l o p m e n t B a n 
T h r o u g h t h i s a r r a n g e m e n t , i t was expected t h a t each c o u n t r y w o u l d 
able to bene f i t f r o m t h e sp i l l - over effects w h i c h a r e assoc iated w i 
h a v i n g 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 i n s t i t u t i o n s on one's soi l . I n ^ 
d i t i o n t o r e a l l o c a t i n g t h e h e a d q u a r t e r s of t h e i m p o r t a n t i n s t i t u t i o 
a m o n g t h e t h r e e c o u n t r i e s , m a x i m u m d e c e n t r a l i z a t i o n was reco 
m e n d e d i n respect o f t h e f o u r c o r p o r a t i o n s . I n order t o u n d e r s t a n d w h 
t h e p r o v i s i o n s i n t h e T r e a t y o f 1967 were i n t e n d e d to achieve a n d w h 
d i f f i c u l t i e s were e n c o u n t e r e d i n i m p l e m e n t i n g t h e m , l e t us discuss ea 

o f ^ ^ 
t h r e e p i l l a r s o f t h e c o m m u n i t y separa te ly . 

T H E C O M M O N M A R K E T 

a m p r o b l e m w i t h t h e C o m m o n M a r k e t h a d a l w a y s been t h e 
T h e d i s t r i b u t i o n o f i t s benef i ts t o m e m b e r countr i e s because one 
i n e q m ^ ^ K e n y a , due to t h e a d v a n c e d n a t u r e of h e r a d m i n i s t r a t i v e 
" T e c m i o m i c s t r u c t u r e s , could t a k e a d v a n t a g e o f t h e c o m m o n m a r k e t 
" " ffements m o r e easily t h a n t h e o thers . W h a t h a d become obvious 
^^^^966 w h e n t h e P h i l i p C o m m i s s i o n was set up was t h a t K e n y a w a s i n ­
d u s t r i a l i z i n g fas t a n d t h e gap o f u n e v e n d e v e l o p m e n t was b e c o m i n g 
unbearable to o t h e r m e m b e r s . A t t e m p t s to redress t h e i m b a l a n c e i n 
M o n o m i c deve lopment t h r o u g h t h e D i s t r i b u t a b l e Pool r e c o m m e n d e d by 
t h e R a i s m a n r e p o r t i n 1961 a n d t h e K a m p a l a A g r e e m e n t i n 1964 h a d 
no t been successful, p a r t l y because i m p l e m e n t a t i o n o f t h e measures 
was h a l f - h e a r t e d , a n d p a r t l y because t h e measures w e r e f u n d a m e n t a l l y 
ine f f ec t ive i n t a c k l i n g t h e p r o b l e m o f i m b a l a n c e i n economic develop­
m e n t . 

Three measures were r e c o m m e n d e d a n d p r o v i d e d for i n the T r e a t y 
f o r East A f r i c a n Cooperat ion i n order t o t a c k l e t h i s p r o b l e m o f i m ­
ba lance . T h e f i r s t measure was t h e t r a n s f e r t a x sys tem — an i n t r a -
c o m m o n m a r k e t p r o t e c t i v e t a r i f f t o be imposed by a d i f i c i t c o u n t r y 
a g a m s t t h e surp lus c o u n t r y i n i n t r a - r e g i o n a l t r a d e . T h e cond i t i ons u n ­
der w h i c h t a r i f f s were to be imposed wer^ q u i t e r e s t r i c t i v e so m u c h so 
t h a t only a s m a l l percentage o f m t r a - r e g i o n a l t r a d e was a f fec ted a n d as 
a r e s u h , on ly h t t l e revenue was r e a h z e d by t h e d e f i c i t c o u n t r i e s f r o m 
Ihv^^'.^°"^^<l"«"tly' as t h e studies b y a good n u m b e r o f s t u d e n t s o f 
t h e E . A . m t e g r a t i o n scheme ( i n c l u d i n g t h e a u t h o r ) ' " have revealed , t h e 
system proved a flop i n a c h i e v i n g i t s ob jec t ive , besides b e i n g a n o t h e r 
d u p U c a t e T te'^dency for i n d u s t r i a l c a p a c i t y i n E a s t A f r i c a t o be 

e s t a S f h ! ! ' ' " ? ' * measure w h i c h was p r o v i d e d for i n t h e T r e a t y was t h e 
p U v a r e d ^ T K ^'^^ D e v e l o p m e n t B a n k w h i c h was m a n d a t e d t o 
i n i n d u s t r l r ^ ' ' * ' ' ' ? *° '''^^^^'^^ n e g a t i v e l y t h e i m b a l a n c e 
i m b a l a n c e t h ^ ' [ ^ ^ " P ' " * ' " * - ^ h e B a n k ' s success i n r edress ing t h i s 
aUocat ing 38 7 ° ' ! ? ^ ^""'^^ '^^ ' ' '^ f a v o u r e d T a n z a n i a a n d U g a n d a (by 
K e n y a d u r i n g « A ^"^""^^ *° T a n z a n i a a n d U g a n d a a n d 22.5% to 
of i t s c o n t r o l I n d depended on f a c t o r s c o m p l e t e l y out 
funds to l e n d a n d + ' ^ " " ^ succeed because i t h a d h m i t e d 
•disposal o f t h e Po ^^^^c'^"' source o f m v e s t i b l e funds a t t h e 

T h e t h J d m S t a t e s . ' ' 
A c o m m i t t e r o r r j * ^ f ^ h a r m o n i z a t i o n o f m o n e t a r y a n d f i s ca l pohcies . 
'^'a^Be. a n d by t h e t i m . ^ ^ ^ *° ^^^^^^ *° i m p l e m e n t t h i s 

heen made pubbc ' ^ " ' " m u n i t y coUapsed, i t s f i n d i n g s h a d not 
I m m e d i a t e l y a f t / 

'""•^riBit c ommiss i A "^^^ estabUshed, t h e c o m m o n m a r k e t 
oned a s t u d y o n t h e p o s s i b i l i t y o f e s tabUsh ing E.A. 

s«cretai 



I n d u s t r i e s . These were t o be l a r g e scale i n d u s t r i e s t o b e n e f i t f r o m »r-
economies by p r o d u c i n g f o r t h e who le o f t h e E.A. m a r k e t basic ar i 
t e r m e d i a t e goods. T h i s was a n a t t e m p t t o i n t r o d u c e p l a n n i n g a t 
A f r i c a n leve l . T h e r e p o r t o f t h e s t u d y was s u b m i t t e d t o t h e Ecoi a 
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 , a s i s ter c o u n c i l t o t h e Cor lo 
M a r k e t C o u n c i l ; however , n o a g r e e m e n t as t o t h e a c c e p t a b i h t y o t 
r e c o m m e n d a t i o n s a n d c o m m i t m e n t to i m p l e m e n t t h e m could 
reached . S h o u l d t h e t h r e e c o u n t r i e s have accepted t h e idea o f 
A f r i c a n i n d u s t r i e s a n d i m p l e m e n t e d i t , i t is obvious t h a t t h e y wo 
h a v e m a d e a s i g n i f i c a n t step t o w a r d s s o l v i n g t h e p r o b l e m o f i n d u s t 
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. '^ ( I t is perhaps i n t e r e s t i n g t o n 
t h a t T a n z a n i a ' s s t a n d c o n c e r n i n g t h e c o m m o n m a r k e t d u r i n g he 
m e e t i n g s o f t h e E. A f r i c a n T r e a t y Rev iew C o m m i s s i o n was t h a t t h ; !e* 
o f E. A f r i c a n i n d u s t r i e s be w r i t t e n i n t h e Revised T r e a t y a n d 
K e n y a , t h e i n d u s t r i a l l y a d v a n c e d P a r t n e r , as d u r i n g e a r h e r m e e t i n g s 
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 n o t e n t h u s i a s 
a t t h e idea a t a l l . I n fac t , negot ie t i ons on t h e rev ised c o m m o n m a r ' 
were s t a l l e d b y K e n y a ' s r e f u s a l t o accept t h e idea o f c o m m o n m a r 
i n d u s t r i e s ) . 

T h e prov is ions a i m e d a t i m p r o v i n g t h e c o m m o n m a r k e t were i n 
f e c t ive as t h e f o l l o w i n g Tables w i l l show: 

T A B L E 2: EXPORTS TO PARTNERS AS % OF A COUNTRY'S TOTAL EXPORTS 

1965 1966 1973 1974 

Tanzania 8 5 7 8 
Uganda 13 13 4 3 
Kenya 38 34 24 23 

Source; Calculated from data obtained from A n n u a l Trade Reports. 

T A B L E 3: IMPORTS FROM PARTNERS AS A % OF A COUNTRY'S TOTAL 
IMPORTS 

1965 1966 1974 

Tanzania 25 20 10 
Uganda 29 29 40 
Kenya 11 9 > 6 

.197 

Source: Calculated from data from A n n u a l Trade Reports. 

T h e f o l l o w i n g c a n be deduced f r o m t h e t w o Tab les . T h e f i r s t is t b 
K e n y a as a n e x p o r t e r has h a d t h e b iggest s h a r e o f t h e E. A f r i c 

V * i . U»fart) a n d a f t e r t h e w s t a b l i a h m e n t o f t h e EA.C; however , 
K ! « „ r o o r t i n g v e r y l i t t l e f r o m t h e P a r t n e r s b o t h before a n d a f -

he foi^tion o f t h e E A C . 8^ond, t h e role o f t h e l eas t devek,ped 
T a n z a n i a , as a n e x p o r t e r has r e m a i n e d r o u g h l y t h e same 
d a f t e r t h e e s t a b U s h m e n t o f t h e c o m m u n i t y . However , he role 

* "'^ o r t e r has s h o w n a cons iderable decUne n o t because she has 
^. "Porting less a m o u n t s from t h e P a r t n e r s , b u t because h e r i m p o r t 

" " m o s t o f w h i c h could n o t be m e t b y p r o d u c t i o n i n E. A f r i c a , has 
voiume^^ l a r g e r a m o u n t s i n c o m p a r i s o n w i t h t h e inc rease i n i m p o r t s 
7* "̂̂ * P a r t n e r s . W e c a n get a b e t t e r p i c t u r e o f t h e s i t u a t i o n b y con­
sidering t h e t h r e e c o u n t r i e s ' s h a r e i n i n t r a - r e g i o n a l t r a d e i n t h e 
f o l l o w i n g tables : 

T A B L E 4: % SHARE IN INTRA-REGIONAL TRADE AS AN EXPORTER 

1965 1966 1973 1974 

Tanzania 13 10 16 17 
Uganda 22 23 9 6 
Kenya 65 67 75 77 

Soutce: Cakulated from data from A n n u a l Trade Reports. 

T A B L E 5:% SHARE IN INTRA-REGIONAL TRADE AS AN IMPORTER 

1965 1966 1973 1974 

Tanzania 
Uganda 
Kenya 

37 
37 
26 

36 
39 
26 

32 
44 
24 

30 
49 
21 

Source: Original data from Annual Trade Reports. 

W h a t is m o r e obvious n o w is K e n y a ' s d o m i n a t i n g p o s i t i o n o f t h e 
b o ^ ° W ^"^^^ e x p o r t e r a n d h e r s m a l l e s t s h a r e as a n u n p o r t e r , 
as fllu*w*'*** f o r m a t i o n o f t h e E A C . A g a m , t h i s m a y n o t be 
reirin«fi f . considers t h e b a l a n c e o f t r a d e i n i n t r a -
r e p o n a l t r a d e as t h e Tab le be low w i l l show. 

T A B L E 6: TRADE BALANCE I N I N T R A - R E G I O N A L T R A D E ( M I L L . SHS.) 

Tanzania 
Kenya 
Uganda 

1966 1966 1967 1974 1976 1976 
Tanzania 
Kenya 
Uganda 

-216 
+364 
•138 

-236 
+380 

-196 
+264 

-164 
+691 

-234 
+1104 

-219 
-1-760 

SoMrce: A 

-216 
+364 
•138 -144 -68 -637 -870 -631 



C o n s i d e r i n g t h e s i t u a t i o n b o t h before a n d a f t e r t h e f o r m a t i o n o f 
E A C , K e n y a ' s b a l a n c e i n i n t r a - r e g i o n a l t r a d e h a d been p o s i t i v e sho 
a b i g surp lus i n c r e a s i n g l y a t t h e expense of U g a n d a . T a n z a n i a ' s 
t r i b u t i o n t o w a r d s K e n y a ' s t r a d e s u r p l u s i n i n t r a - r e g i o n a l t r a d e 
r e m a i n e d s u b s t a n t i a l , r e f l e c t i n g m i n o r f l u c t u a t i o n s . T h i s shows t h a 
t e m p t s to redress t h e i n d u s t r i a l i m b a l a n c e ( a n d hence economic 
ba lance ) have n o t been successful f o r reasons w h i c h have a l r e a d y b 
weU-documented , r a n g i n g f r o m ine f fec t iveness o f t h e measures 
a b i l i t y o f t h e m o r e a d v a n c e d P a r t n e r t o de feat t h e a t t e m p t s 
r e d r e s s i n g t h e i m b a l a n c e b y m o v i n g on t o p r o d u c t i v e a c t i v i t y in l i 
beyond t h e economic a b i l i t y o f t h e d e f i c i t c o i m t r y . 

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

T h e m o s t serious obstac le t o a m o r e t h o r o u g h economic ana lys i s o f 
f o u r c o rpora t i ons is l a c k o f d a t a easi ly accessible t o t h e g e n e r a l p u ' 
However , w h a t is w o r t h n o t i n g are t h e f o l l o w i n g facts : one p r i o 
1967 , a l l t h e f our c o r p o r a t i o n s h a d t h e i r h e a d q u a r t e r s i n K e n y a 
w h a t t h e T r e a t y d i d was to r ea l l o ca te t h e h e a d q u a r t e r s o f t w o o f t h 
i.e. t h a t o f E .A. Posts a n d T e l e c o m m u n i c a t i o n s t o K a m p a l a ( U g a n 
a n d t h a t o f t h e E.A. H a r b o u r s C o r p o r a t i o n to D a r es S a l a a m ( T a n z a 
w i t h t h e E.A J l . C . a n d E .A .A .C . h e a d q u a r t e r s r e m a i n i n g i n K e n y a . T 
t h e T r e a t y also p r o v i d e d f o r t h e d e c e i i t r a h z a t i o n o f some o f t h e 
t i v i t i e s o f t h e c o r p o r a t i o n s p e r f o r m e d a t t h e h e a d q u a t e r s t o 
R e g b n s , a n d deve l opment pro jec ts to be u n d e r t a k e n b y t h e 
p o r a t i o n s were t o be b iased t o w a r d s t h e l eas t developed m e m b e r s o f 
C o m m u n i t y . 

T h e T r e a t y f o r E .A . C o r p o r a t i o n , a w a r e o f t h e lop-s ided deve" 
m e n t t h a t h a d t a k e n place i n respect o f t h e f o u r c o r p o r a t i o n s , p r o ^ 
as foDows: for t h e E.A.R.C., s t r o n g a n d f u n c t i o n a l l y c o m p a r a b l e regio 
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 a c c o i m t i n g services, w 
to be estabUshed i n D a r es S a l a a m , K a m p a l a a n d N a i r o b i ; t h e B o a r 
D i r e c t o r s a n d t h e C o m m u n i c a t i o n s C o u n c i l were t o g ive h i g h p r i o r i t 
t h e d e v e l o p m e n t o f M w a n z a as t h e h e a d q u a r t e r s o f t h e I n l a n d M a 
Services ( w i t h w o r k s h o p a n d d o c k y a r d i n K i s u m u ) a n d t h e e s t a b " 
m e n t o f diesel l o comot ive f a c i l i t i e s a n d c a r r i a g e a n d w a g o n depots 
U g a n d a ; t h e B o a r d o f D i r e c t o r s a n d t h e C o m m u n i c a t i o n s C o u n c i l w 
to g ive pre fe rence t o T a n z a n i a a n d U g a n d a i n e s tabUsh ing n e w serv i 
a n d f a c i l i t i e s d u r i n g t h e i n i t i a l p e r i o d ; t h e B o a r d o f Ehrectors a n d 
C o m m u n i c a t i o n s C o u n c i l w e r e t o g ive c o n s i d e r a t i o n t o t h e i n i t i a t i o n 
a p r e H m i n a r y economic a n d e n g e n e e r i n g s u r v e y o f a possible n e w Un« 
c o m m u n i c a t i o n be tween M u s o m a a n d A r u s h a . 

I r o n i c a U y , i t was t h e a t t e m p t s , i n i t i a t e d b y T a n z a n i a , t o dec 
t r a U z e t h e a c t i v i t i e s o f t h e c o r p o r a t i o n i n t h e m a n n e r suggested b y 
T r e a t y t h a t s t a r t e d t h e a r g u m e n t s a n d c o u n t e r - a r g u m e n t s t h a t T 
zan ia w a n t e d to b r e a k - u p t h e E.A.R.C.. D e c e n t r a U s a t i o n o f t h e E.A 
w o u M h a v e m e a n t t h a t revenue w h i c h used t o be coUected by 

•ers w o u l d t h e n have been co l lected b y t h e Regions, a n d 
headquar ^ gpend i t w o u l d have been m a d e b y t h e Regions . 
deciBions^^_^^ ^.^^ ^ j ^ ^ r e s p o n s i b i l i t y o f p r o v i d i n g m a j o r a n d 

h ed repau- services f o r w h i c h t h e Regions w o u l d be p a y i n g , t h e 
a^.c^ia 2 w o u l d have l os t m o s t o f i t s powers a n d c o n t r o l . T h r o u g h 

. ta c t i c s , r evenue a n d a c c o u n t i n g services w e r e n o t e s tab l i shed 
de lay ing^ f o ' * r i u m b e r o f years . T a n z a n i a decided u n i l a t e r a l l y t o 

bHsh h e i o w n revenue a n d a c c o u n t i n g services a r o u n d 1974. T h e n 
^h^ r o b l e m o f h o w m u c h m o n e y should be sent t o t h e h e a d q u a r t e r s 

d for w h a t services r e n d e r e d t o t h e Reg ion set i n . T h e p r o b l e m o f 
toansfer of funds s t a r t e d w i t h t h e E.A.R.C. because i t was l e f t t h a t t h e 
he^a'dquarters w a s a s k i n g f o r m o r e m o n e y f r o m t h e Regions t h a n w h a t 
was necessary f o r e i t h e r p a y m g for services r e n d e r e d t o t h e Reg ion 
and /o r m a i n t a i n i n g t h e h e a d q u a r t e r s . 

As reg f l ' <̂<=i ^he E.A. H a r b o u r s C o r p o r a t i o n , t h e T r e a t y p r o v i d e d t h a t 
t h e Board < rec tors a n d t h e C o m m u n i c a t i o n s C o u n c i l w e r e , w h e n 
cons ider ing the c a p i t a l d e v e l o p m e n t p r o g r a m m e o f t h e C o r p o r a t i o n , t o 
g ive special c ons idera t i on to t h e d e v e l o p m e n t o f h a r b o u r s i n T a n z a n i a . 
"This p r o v i s i o n n o t w i t h s t a n d m g a n d c o n t r a r y t o t h e s p i r i t o f t h e T r e a t y , 
m o r e c a p i t a l deve lopment was u n d e r t a k e n i n M o m b a s a t h a n i n t h e h a r ­
bours of T a n z a n i a 

T h i s was achieved t h r o u g h (a) r e f u s a l o f t h e h a r b o u r s a u t h o r i t i e s 
i n M o m b a s a to afer a l l t h e h e a d q u a r t e r s f a c i h t i e s t o D a r es S a l a a m ; 
(b) estabUshni , i t h e post o f D e p u t y D i r e c t o r G e n e r a l w h o was a n 
a u t h o r i t y unt -jimseU" i n M o m b a s a a n d (c) r e f u s a l o f t h e M o m b a s a 
a u t h o r i t i e s to send money to t h e h e a d q u a r t e r s aUegedly i n r e t a h a t i o n 
for Tanzania ' s r e f u s a l t o send m o n e y t o t h e E.A.R.C. h e a d q u a r t e r s i n 
N a i r o b i , b u t a ua l ly t h e m o n e y was used to f u r t h e r e x p a n d t h e p o r t -
f a c i l i t i e s i n M o m b a s a . (Since M o m b a s a used t o e a r n by f a r t h e g r e a t e s t 
a m o u n t o f net revenue, f a i l u r e t o get t h i s r evenue a t t h e h e a d q u a r t e r s 
" n^a) ^^^^^ yfo\Ad be less m o n e y f o r d e v e l o p m e n t purposes m T a n -

Concern ing t h e E.A. Posts a n d T e l e c o m m u n i c a t i o n s C o r p o r a t i o n , 
h e l d ^ u * * ' ' p rov ided t h a t s t r o n g a n d f u n c t i o n a l l y c o m p a r a b l e r e g i o n a l 
estabU^vT! ! ! " ' r evenue a n d a c c o u n t i n g services, w e r e t o be 
of t h e EAC K " S a ^ a ° » ' K a m p a l a a n d N a i r o b i . U p to t h e co l lapse 
a t t h e t ' f C o r p o r a t i o n was s t i l l m o r e or less i n t h e same f o r m as 
v k e s , e g w r i t i n g t h e T r e a t y i n 1967. M o s t o f t h e t e c h n i c a l ser-
N a i r o b i and^^^^'xf a c c o u n t m g services, w e r e s t i l l b e i n g done i n 
o f t h e cor K a m p a l a w h i c h was supposed to be t h e h e a d q u a r t e r s 
° f t h e h e r d q u * ' T " r e g a r d , t h e r e f o r e , n e i t h e r t h e a c t u a l t r a n s f e r 
*he es tabUshnf C o r p o r a t i o n f r o m N a i r o b i t o K a m p a l a , n o r 
' ' h J c h inchided* °^ ^^d f u n c t i o n a U y c o m p a r a b l e h e a d q u a r t e r s 

Concerninff T h ^ ' ^ p * a c c o u n t i n g services h a d been c a r r i e d out . 
' ^wnicat ions Coun i *he B o a r d o f D i r e c t o r s a n d t h e C o m -
"•ted i n U g a n d a ^ H ' ^ ' T ' ^ * *° ensure t h a t f u t u r e d e v e l o p m e n t w o u l d be 

a n d T a n z a n i a , w i t h p r i o r i t y b e i n g g i v e n to U g a n d a 



w h e r e a w o r k s h o p f o r t h e overhavi l o f a l l P r a t t a n d W h i t n e y pis 
engines a n d t h e m a i n t e n a n c e a n d o v e r h a u l base f o r F r i e n d s h i p , D a k o 
a n d o t h e r p i s t o n e n g i n e d a i r c r a f t w e r e t o be es tabhshed . U n t i l t 
co l lapse o f t h e E.A., a l l m a i n t e n a n c e a n d repau- w o r k f o r t h e a i r c r -
was done i n Nau-ob i . O f a l l t h e f our c o r p o r a t i o n s , t h i s was t h e m 
h i g h l y c e n t r a l i z e d a n d , as a r e su l t , w h e n K e n y a dec ided to g r o u n d 
a i r c r a f t , T a n z a n i a , w i t h t h e l a r g e s t a i r space f o r domest i c flights, w a i 
c a u g h t w i t h h e r " p a n t s d o w n . " I 

T h e 1967 T r e a t y p r o v i d e d f o r a n e w o r d e r i n t h e i n t e g r a t i o n 
scheme as regards t h e c o r p o r a t i o n . I t ca l l ed for q u i t e a s u b t a n t ' 
change f r o m t h e p a s t A s a r e s u l t , i m p l e m e n t a t i o n o f t h e p rov i s i ons h 
been roe' t h f o o t - d r a g g i n g a n d g r u d g i n g coopera t i on f r o m t h e P a r t n 
w h o used to b e n e f i t f r o m t h e f o r m e r a r r a n g e m e n t s . T h i s f oo t -drag— 
h a d b e e n m e t b y c o n f r o n t a t i o n a l d e m a n d s f r o m t h e P a r t n e r s w h o wo 
be t h e bene f i c iar i es o f t h e new a r r a n g e m e n t s . A tense s i t u a t i o n h 
been g e n e r a t e d a n d i t degenerated i n t o t h e co l lapse o f first t h e E A " 
t h e n t h e E A A C a n d finally t h e E A C i t s e l f . 

A s r egards t h e c o r p o r a t i o n s as a w h o l e , t h e less developed P a r t n e 
i.e. U g a n d a a n d T a n z a n i a , a l w a y s f e l t t h a t K e n y a h a d m o r e t h a n a f 
s h a r e o f deve l opment connec ted w i t h t h e f o u r c o r p o r a t i o n s . I t n 
g e n e r a l l y f e l t t h a t K e n y a h a d m o r e assets connec ted w i t h t h e f o u r c 
p o r a t i o n s w h i c h h a d been a c q u i r e d , however , t h r o u g h t h e c o m b i n e d 
f o r t s o f t h e t h r e e c o u n t r i e s . A n d t h e n t h i s f e e h n g was e x a c e r b a t e d 
p o t b e i n g ab le to k n o w for sure h o w m u c h o f t h e E.A. C o m m u n i t y Ass 
connec ted w i t h t h e C o r p o r a t i o n s were i n each o f t h e t h r e e c o u n t r i 
M a n y studies have a t t e m p t e d t o d e t e r m i n e t h e d i s t r i b u t i o n o f ass 
a m o n g t h e p a r t n e r s States f o r t h e f o u r c o r p o r a t i o n s . T h e f i n d i n g s h a 
a l w a y s d i f f e r e d f r o m one a n o t h e r a n d w h e n t h e y were b r o u g h t befo 
t h e P a r t n e r States , these h a d re fused t o accept t h e m as correc t . Coo 
a n d L y b r a n d , w h o c a r r i e d ou t a s t u d y on b e h a l f o f t h e W o r l d B a n 
were o f t h e o p i n i o n t h a t assets w h i c h were n o t f o r t h e s j r s tem-wi 
p r o v i s i o n o f services as a t t h e e n d o f 1975 w e r e d i s t r i b u t e d b y 
centage as fo l lows: 

T A B L E 7: D I S T R I B U T I O N OF ASSETS, 1975 DECEMBER: GROSS 
F K E D ASSETS A T CURRENT V A L U E (PERCENTAGE) 

EARC 
E A P & T C 
E A H C 

Tanzania 
37 
30 
49 

Kenya 
48 
44 
51 

Ugand 

SouKe: Cooper and Lybrand Study. 

T A B L E 8 NET ASSETS AT CURRENT V A L U E (PERCENTAGE) 

Tanzania Kenya Uganda 

_ — — " 41 43 16 
EARC 54 46 0 
.AP&TC 41 59 
AHC 

• " 

•ouire'. ... Cooper and Lybrand Study. 

T h o u g h i n b o t h Tab les t h e figures do n o t i n c l u d e t h e a m o u n t s o f 
assets w h i c h could n o t be a l l o c a t e d a m o n g t h e P a r t n e r States ( sys tem-
w i d e assets), i t is obvious t h a t t h e y r a i s e a l o t o f doubts t h o u g h , o f 
course, t h e y show t h a t o v e r a l l , K e n y a h a d t h e g r e a t e s t share . I n m o s t 
cases, those sys tem-wide assets w o u l d be i n K e n y a w h e r e we h a d t h e I n ­
t e r n a t i o n a l te lephone exchange f o r t h e w h o l e o f E a s t A f r i c a as w e l l as a 
weD-equipped r a i l w a y w o r k s h o p . T h e figures cou ld have been 
m a n i p u l a t e d a n d u n d e r a n d / o r o v e r p l a y e d i n o r d e r n o t t o arouse r e s e n t ­
m e n t or b ig demands for r e d i s t r i b u t i o n o f assets. 

T h e p r o b l e m o f t r a n s f e r o f f u n d s f o r t h e C o r p o r a t i o n s was 
a g g r a v a t e d by t h e ba lance o f p a y m e n t s crises w h i c h s t a r t e d i n 1972, 
1973 a n d 1974, b e c o m i n g worse each yeap. I n a s i t u a t i o n o f f o r e i g n ex­
change squeeze, t h e C e n t r a l B a n k s , m a n a g e r s o f f o r e i g n reserves, w e r e 
l i k e l y to query m case m o r d m a t e l y l a r g e sums w e r e requested f o r t r a n ­
sfer, say f r o m T a n z a n i a to K e n y a . T h i s r e s u l t e d i n a search f o r g e n u i n e 
t r a n s f e r s f r o m t h e Regions t o t h e h e a d q u a r t e r s by t h e R e g i o n a l 
Managers . T h i s o f t e n e n t a i l e d delays w h i c h were m e t w i t h r e t a l i a t o r y 
delays a n d finally b e t t e r v e r b a l exchanges . I n t h i s r e g a r d , i t i s ' i n ­
t e r e s t i n g to note t h a t i n mo^t cases, t h e p r o b l e m s o f t r a n s f e r o f funds 
r ^ ^ i l ' ^ ^ J between K e n y a a n d T a n z a n i a a n d K e n y a a n d U g a n d a , b u t 
n a r d l y between U g a n d a a n d T a n z a n i a . Somet imes , o u t o f r e s e n t m e n t 
nerBf ^^^^^^ p r i v i l e g e d s t a t u s o f K e n y a , t h e less developed P a r t -
K e n v ^ N * * ^ *° ^^^^ ^^^^ abso lute ly necessary a m o u n t s t o 

K e n y a ^^®''*^®1®^8' as A n n e x A w i l l show, m o r e m o n e y used t o flow to 
she wotdd^*^*^"^* °^ c o r p o r a t i o n s w i t h h e a d q u a r t e r s t h e r e t h a n 
U g a n d a ( T h * ^ o t h e r t w o c o r p o r a t i o n s i n T a n z a n i a a n d 
decis ion to ^ / ^ ^ ^ i l l u s t r a t i v e for t h e y e a r 1972 w h e n t h e 

es S a U h e a d q u a r t e r s f r o m t h e E A H C a n d t h e E A P & T C to 
Plemented) Th T " * * K a m p a l a respec t ive ly h a d been p a r t i a l l y i m -
s h i f t t h e head "^^* shows t h a t i n 1968, w h e n t h e dec is ion t o 
P lemented m °^ t h e t w o c o r p o r a t i o n s h a d n o t y e t been i m -
K e n y a for a l l t h ' t r a n s a c t i o n s or flows of m o n e y w e r e t o w a r d s 
i n 1972 as T a h f ^°''P°'"a**°n8, a n d t h i s t r e n d h a d c h a n g e d o n l y s h g h t l y 

t>les 9 a n d 10 be low s u m m a r i z e d f r o m A n n e x A show. 



T A B L E 9: E A . C O M M U N I T Y C O R P O R A T I O N S I N T E R - S T A T E 
F L O W S - S U M M A R Y ( M I L L . SHS.) 

Tanzania Kenya U 

1968 
1972 

-246.4 
-140.0 

-1-352.8 
-(-154.0 

-1 

T A B L E 10: E.A. C O M M U N I T Y CORPORATIONS, INTERNATIONA 
FLOWS — S U M M A R Y ( M I L L . SHS.) 

1968 
1972 -10.54 

K e n y a 

-189.17 
-33.15 

Ug 

-161 

Source. E.A. Community Study. 

I t w i l l be n o t e d t h a t i n 1968, K e n y a rece ived f r o m t h e o t h e r pa 
ners 352.9 m i l l , s h i l l i n g s i n respect o f t h e f o u r c o r p o r a t i o n s , b u t us 
on ly 189.17 m i l l , s h i l l i n g s for i n t e r n a t i o n a l p a y m e n t s a n d rea l i z 
s u r p l u s i n f o r e i g n exchange of 163.63 m i l l , s h i l l i n g s . I n 1972 she 
154.0 m i l l , s h i l l i n g s f r o m P a r t n e r s a n d used on ly 33.15 m i l l , s h i l l i 
f or i n t e r n a t i o n a l p a y m e n t s , r e a h z i n g a s u r p l u s o f 120.85 m i l l , s h i l h n 
i n f o r e i g n exchange . I t was because o f t h i s p h e n o m e n o n t h a t P a r t n 
States w a n t e d to k n o w e x a c t l y for w h a t purpose t h e m o n e y sent f r 
t h e regions ( P a r t n e r States ) was used. W h e n t h e e x p l a n a t i o n was 
f e r e d t h a t t h e m o n e y was used to pay for h e a d q u a r t e r s expenses, 
o t h e r c ountr i e s w a n t e d to k n o w w h a t t h e a c t u a l expenses were a 
w h e t h e r d e c e n t r a l i z a t i o n cou ld n o t be speeded u p to reduce t h e t r a n s ! 
of so m u c h m o n e y f r o m t h e Regions ( T a n z a n i a a n d U g a n d a ) t o t 
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 s i n K e n y a ; m o r e so w h e n transf* 
r e q u i r e d t h e use o f f o r e i g n exchange . T h e b i t t e r f e e l i n g of t h e o t h e r t ' 
P a r t n e r s c a n be a p p r e c i a t e d f r o m t h e f a c t t h a t , f o r e x a m p l e i n 1 9 ' 
t h e y d i d r e g i s t e r a n e g a t i v e ba lance n o t o n l y i n i n t e r - s t a t e f lows b\ 
also i n i n t e r n a t i o n a l f l ows ; b o t h o f w h i c h i n v o l v e d f o re ign exchang 
K e n y a , on t h e o t h e r h a n d r e a h z e d a good s u r p l u s i n o v e r a l l t r a n s a c t i 
o f 120.85 m i l l . shs. as c o m p a r e d w i t h a n e g a t i v e b a l a n c e o f - 159.54 a 
-175.57 m i l l . sh iU ings for T a n z n a i a a n d U g a n d a respect ive ly . 

T h e c o m b i n e d effect o f t h e E.A.C. C o r p o r a t i o n s f lows a n d f lows 
respect o f i n t e r - s t a t e t r a d e was to m a k e t h e ba lance o f p a y m e 
p o s i t i o n i n respect o f t h e i n t e g r a t i o n a r r a n g e m e n t s m u c h worse f o r t 
less developed P a r t n e r s ( U g a n d a a n d T a n z a n i a ) , as T a b l e 11 belo 
shows. 

Table 11: Balance 
of Payments Position i n Respect of Integrat ion Arrangements 

EAC Corporations n u 

Total 1968 

Balance of Interstate Trade (1972) 
, AC Corporation Flows (1968) 

Total 1972 

Tanzania Kenya Uganda 

-212.0 -1- 282.00 -70.0 
-246.4 H- 163.63 -106.4 

-458.4 -1-445.63 -176.4 

-199.00 -H386.00 -187.00 
-159.54 -H20.85 -175.57 

-358.54 -t-506.85 -362.57 

F i n a l l y , l e t us consider some o f t h e c o r p o r a t i o n s w h i c h have d a t a 
w i t h reg ional b r e a k d o w n s . 

T A B L E 12- E A A C O P E R A T I O N G S T A T I S T I C S — 1974 
( a ) I N T E R N A T I O N A L F L I G H T S ( P E R C E N T A G E ) 

Tanzania K e n y a Uganda 

Passenger Load Factor 54.3 53.4 42.7 
Weight load factor 48.8 43.3 46.1 

Source; E A . Economic and Statistical Review. 

T A B L E 13: O P E R A T I O N S T A T I S T I C S — E A A C — 1974 
(B) D O M E S T I C F L I G H T ( P E R C E N T A G E ) 

• 
Tanzania Kenya Uganda 

P«"enger load factor 
Weight load factor 66.6 

62.6 
61.2 
50.3 

32.6 
37.5 

Source: EJV V^^ 
l^conomic and Statistical Review. 

' ^ e i g h r b a ^ ^ V * ' passenger l o a d f a c t o r a n d t h e 
h ighes t i n T **°*h d o m e s t i c a n d i n t e r n a t i o n a l f l i g h t were 
u t i l i z e d can ^^^ce b o t h f a c t o r s r e f e r t o r e l a t i o n s h i p b e t w e e n 
* h a t K e n y a r * d l *° ^ ^ ^ ^ ^ h l e c a p a c i t y , w h a t t h e Tab les also teU us is 
*=ould be f u l l y ' ^ t ^ r fayoiu-ed w i t h unnecessary m o r e c a p a c i t y t h a n 
*«n8e, b u t t h "^^.'^-.This m i g h t have been d i c t a t e d by p u r e business 
K e n y a T^L""^ PossibUity t h a t t h i s arose o u t of f a v o u r i t i s m f o r t h e 

r e g i o n c a n n o t be r u l e d out . 



T A B L E 1 4 E A H C O P E R A T I N G S T A T I S T I C S — 1974 ( P E R C E N T A G E ) 

— 

Shq>s Net cargo 

arrived tonnage Imports Exports 

Mombasa 52.9 S6.6 68.8 67.8 

Tanzanian ports 47.1 43.4 41.2 32.2 

SouKe: Economic and Statist ical Review. 

T h e T a b l e shows t h a t m o r e business is done a t M o m b a s a h a r b o u r 
t h a n a t t h e t h r e e T a n z a n i a n h a r b o u r s c o m b i n e d . T h i s is e x p l a i n e d by 
t h e f a c t t h a t M o m b a s a h a d been t h e m a j o r o u t l e t for l a n d - l o c k e d 
U g a n d a a n d t h e N o r t h e r n p a r t o f T a n z a n i a . I n a d d i t i o n t o t h a t , w i t h 
h e r w e l l developed f a c i l i t i e s w i t h 16 b e r t h s o p e r a t i n g as opposed to 10 
b e r t h s f o r D a r es S a l a a m i n 197<6, h e r business t h r o u g h o u t is b o u n d t o 
be la rge . 

D i s t r i b u t i o n o f f a c iUt i es o f t h e E.A. Posts a n d T e l e c o m m u n i c a t i o n s 
were v e r y m u c h i n f a v o u r o f K e n y a as t h e T a b l e be low w i l l show. T h i s is 
q u i t e i n c o n t r a s t w i t h t h e p o p u l a t i o n sizes o f t h e t h r e e c o u n t r i e s a n d 
t h e i r areas. T a n z a n i a , h a v i n g t h e g r e a t e s t a rea w i t h t h e b igges t 
p o p u l a t i o n i n E a s t A f r i c a , shou ld have got a p r o p o r t i o n a l s h a r e o f t h e 
p o s t a l a n d t e l e c o m m u n i c a t i o n s services. 

T A B L E 15: P O P U L A T I O N A N D L A N D A R E A D I S T R I B U T I O N — E 

A F R I C A ( P E R C E N T ) 

Area Population 

Tanzania (Mainland) 63.3 37.3 

Kenya 33.2 33.9 

Uganda 13.6 28.8 
E. Africa 100 100 

T A B L E 16: DISTRIBUTION OF POSTAL A N D T E L E C O M M U N I C A T I O N j 
FACILITIES — 1974 (PERCENT) 

Tanzania Kenya Uganda 

Poet Oflice at year end 34.9 39.2 26.9 

Public Call Offices 38.9 43.8 17.2 
Subscribers 26.5 63.0 20.6 
Telephone Stations 27.0 53.0 20.0 

Source: E.A. Economic and Statistical Review. 
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I n c o n c h u i o n , w e c a n say t h a t ev idence c o n f i r m s t h e c o n t e n t i o n 
t h a t f a c i h t i e a o f t h e f o u r c o r p o r a t i o n s h a v e been i n e q u i t a b l y d i s t r i b u t e d 
w i t h K e n y a b e i n g t h e m o s t f a v o u r e d . I t has n o t been possible t o gauge 
the e f fect o f t h e f ew a d j u s t m e n t s c a r r i e d o u t i n p u r s u a n c e o f t h e 
proviaions i n t h e T r e a t y f o r C o o p e r a t i o n as r egards t h e C o r p o r a t i o n s , 
>ecau8e o f l a c k o f d a t e r e l a t i n g t o d i s t r i b u t i o n o f assets a m o n g t h e 
hree c o u n t r i e s p r i o r t o 1967 a n d a f t e r 1967. H o w e v e r , w h a t is obvious 
i t h a t h t t l e h a d been done to i m p r o v e t h e a m o u n t a n d q u a l i t y o f t h e 
acu i t i e s i n t h e reg ions . 

T H E G E N E R A L F U N D S E R V I C E S 

P r i o r to 1967, m o s t o f t h e i n s t i t u t i o n s w h i c h f a l l u n d e r t h e G e n e r a l 
H'und Services were based i n K e n y a (Nau-ob i ) . W i t h t h e c o m i n g i n t o 
ibrce o f t h e T r e a t y f o r EA. Cooperat ions , m o s t o f t h e i n s t i t u t i o n s w h i c h 
used t o p r o v i d e a n c i l l a r y services t o t h e c o m m o n m a r k e t a n d t h e c om­
m u n i t y s e c r e t a r i a t m o v e d to A r u s h a . These i n c l u d e d t h e off ice of t h e 
Secretary G e n e r a l a n d t h e Counsel t o t h e C o m m u n i t y , t h e C o m m o n 
M a r k e t S e c r e t a r i a t , t h e F i n a n c e a n d A d m i n i s t r a t i o n S e c r e t a r i a t , e tc . 
For l a c k o f off ice a c c o m m o d a t i o n , some o f t h e d e p a r t m e n t s , e g . t h e E.A. 
l i t e r a t u r e B u r e a u , t h e A u d i t o r Genera l ' s off ice, etc. r e m a i n e d i n 
M a i r o b i . These d e p a t m e n t s were expected to s h i f t t o A r u s h a once con­
s t r u c t i o n o f t h e h e a d q u a r t e r s c omplex h a d been f i n i s h e d . O t h e r i n ­
s t i t u t i o n s , h k e t h e Research I n s t i t u t e s r e m a i n e d w h e r e t h e y were . T h e 
t e c h n i c a l u n i t s o f m s t i t u t i o n s h k e t h e E.A. D i r e c t o r a t e o f C i v i l A v i a t i o n 
and t h e E. A f r i c a n M e t e o r o l o g i c a l D e p a r t m e n t were t o r e m a i n i n K e n y a 
N a i r o b i ) whOe t h e a d m i n i s t r a t i v e u n i t s were to move t o A i u s h a . 

W i t h r e g a r d to t h e E. A f r i c a n Customs a n d Exc ise D e p a r t m e n t , t h e 
East 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 (d i ses tabhshed i n 1974) , t h e E.A. 
D i re c t o ra te o f C i v i l A v i a t i o n a n d t h e E.A. M e t e o r o l o g i c a l D e p a r t m e n t , 
ihe T r e a t y p r o v i d e d f o r t h e e s t a b h s h m e n t of r e g i o n a l posts i n each 
P a r t n e r S t a t e u n d e r Commiss i oners f o r t h e Customs a n d Exc i se a n d I n ­
come T a x D e p a r t m e n t s , a n d u n d e r D i r e c t o r s f o r t h e D i r e c t o r a t e o f C i v i l 
A v i a t i o n a n d t h e E .A . M e t e o r o l o g i c a l D e p a r t m e n t . T h o u g h these posts 
were es tabhshed i n t h e P a r t n e r States , t h e i n c u m b e n t s were no t as 
p o w e r f u l as t h e T r e a t y p r o v i d e d for . I n m o s t cases m o s t o f t h e i m ­
p o r t a n t w o r k f o r t h e reg ions h a d to be done a t t h e h e a d q u a r t e r s - t h i s is 
ev idenced b y t h e f a i l u r e by o u r C o m m i s s i o n e r f o r Customs a n d Exc i se t o 
set u p a n off ice to process i m p o r t - e x p o r t t r a d e s t a t i s t i c s f o r m e r l y h a n -
< l̂ed i n M o m b a s a . D i f f i c u l t i e s of i m p l e m e n t i n g d e c e n t r a h s a t i o n 
measures w e r e o f t en a g g r a v a t e d by a r e l u c t a n c e by t h e h e a d q u a r t e r s t o 
pass o n powers to t h e reg ions f o r a n obvious reason associated w i t h t h e 
("ear of w e a k e n m g t h e cent re . 

D i d t h e t r a n s f e r o f t h e h e a d q u a r t e r s o f t h e C o m m u n i t y f r o m 
N a i r o b i ( K e n y a ) to A r u s h a ( T a n z a n i a ) b r i n g a n y ga ins t o T a n z a n i a ? 
One w h o h a d been to A r u s h a d u r i n g t h e heyday o f t h e C o m m u n i t y is 
l i k e l y t o a n s w e r i n t h e a f f i r m a t i v e . A r u s h a t o w n was g r o w i n g f a s t w i t h 
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a bust le o f a c t i v i t y . T h e h e a d q u a r t e r s complex w h i c h was c o m p l e t 
j u s t as t h e C o m m u n i t y co l lapsed is impress ive . Besides t h a t , n o t m u c h 
w a s ach ieved b y t h e t r a n s f e r o f t h e h e a d q u a r t e r s t o A r u s h a , T a n z a n i a . 
E s t i m a t e s o f G e n e r a l F u n d Services e x p e n d i t u r e for 1973 /74 show t h a t 
a t m o s t on ly h a l f o f t h e t o t a l b u d g e t f o r t h e y e a r was spent i n T a n z a n i a . 
T a b l e 17 be low c o n f i r m s t h i s . 

T A B L E 17 G.F.S. ESTIMATED EXPENDITURE 1973/74 

Estimated Expenditure i n 

Tanzania 
Kenya 
Uganda 
East Afr i ca 

M i l l . Shs. 

181.4 
138.1 
43.6 

363.0 

50 
38 
12 

100 

SouKe: E.A. Economic and Statistical Review, Estimate of Expenditure for 
1974/75. 

F i n a n c m g t h e G e n e r a l F u n d Services h a d been one o f t h e con-
t r a v e r s i a l issues d u r i n g t h e h f e o f t h e E A C . W e have seen t h a t d u r i n g 
t h e t i m e o f t h e E. A f r i c a n H i g h C o m m i s s i o n , t h e G e n e r a l F u n d Services 
w e r e financed f r o m g o v e r n m e n t c o n t r i b u t i o n s a n d loans a n d g r a n t s 
m a i n l y f r o m t h e U . K . D u r i n g t h e E.A. C o m m o n Services O r g a n i s a t i o n , 
t h e D i s t r i b u t a b l e Pool t o o k over t h e ro le o f financing t h e non-se l f con­
t a i n e d service o f finance. T h e D i s t r i b u t a b l e Pool w h i c h was abohshed 
b y t h e P h i l i p C o m m i s s i o n was rep laced by a n o t h e r source o f finance 
w h i c h also p r o v i d e d t h e n o n - s e l f - c o n t a m e d services w i t h a n i n ­
dependent source o f finance. U p t o 1973, t h e m a i n sources o f finance f o r 
t h e G e n e r a l F u n d Services w e r e deduct i ons m a d e f r o m i m p o r t d u t y , ex­
cise d u t y a n d income t a x . F r o m 1974 o n w a r d s , a f t e r t h e d i s e s t a b h s h 
m e n t o f t h e E. 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 , f u n d s f o r r u n n i n g t h e 
G F S came f r o m i m p o r t d u t y a n d excise d u t y . Tab le 18 shows t h e r o l e o f 
these t h r e e sources o f finance m t h e o v e r a l l e x p e n d i t u r e o f t h e GFS. 

O t h e r sources o f finance for t h e G F S are loans a n d g r a n t s f r o m t h e 
U K as w e l l as c o n t r i b u t i o n s f r o m g o v e r n m e n t s a n d o t h e r i n s t i t u t i o n s 
b o t h f r o m w i t h m E a s t A f r i c a a n d a b r o a d . 

T A B L E 18: M A J O R SOURCE OF REVENUE TO T H E GFS ( M I L L . SHS) 

1971/72 1972/73 1973/74 

(1) Import Duty 
(2) Excise Duty 
(3) Income Tax 
(4) Total 
(6) Total GFS. Expenditure 
(6) (4) as % of (5) 

84.7 
53.8 
32.2 

170.7 
296.5 

58% 

116.0 
85.3 
31.6 

2329 
319.0 

73% 

151.f 
86.: 

238.1 
363. 

66 

Source: E A . Economic and Statistical Revenue. 

M u c h as one w o u l d w i s h t o k n o w h o w m u c h o f each o f these 
i leduct ions were m a d e f r o m co l lect ions m a d e i n each o f t h e t h r e e coun­
tr ies , t h e r e is no p u b h c l y a v a i l a b l e d a t a f r o m w h i c h one cou ld do t h a t , 
indeed , t h a t w o u l d have been a m u c h m o r e u s e f u l exerc ise . 

A f t e r t h e d i s e s t a b h s h m e n t o f t h e EA. I n c o m e T a x D e p a r t m e n t , a n 
i n t e r i m f o r m u l a for d e t e r m i n i n g t h e a m o u n t t o be deducted f r o m each 
country ' s co l lect ions i n respect o f customs a n d excise was w o r k e d out . 
This f o r m u l a o p e r a t e d r i g h t t o t h e t i m e o f t h e col lapse o f t h e C o m ­
m u n i t y . T h e Percentage t o be c o n t r i b u t e d f o r r u n n i n g t h e G F S was 
based on average customs a n d excise co l lec t ions for t h e prev ious t h r e e 
,ears . T h i s r e s u l t e d i n K e n y a p a y i n g t h e h i g h e s t share , f o l l o w e d by 
Tanzan ia a n d l a s t b y U g a n d a . 

I n conc lus ion , we can say t h a t besides m i n o r d isputes as regards 
where to site a c e r t a i n research i n s t i t u t e a n d w h y t h e r e h a d been a 
delay i n e s t a b h s h i n g e q u a l l y c o m p e t e n t t e c h n i c a l u n i t s i n t h e reg ions , 
the G e n e r a l F u n d Services were t h e l eas t p r o b l e m - r i d d e n . M o s t o f t h e 
Research I n s t i t u t e s could s u r v i v e t h e d e a t h - t h r o e s o f t h e E.A.C. 
However , a good n u m b e r o f t h e i n s t i t u t e s w h i c h used t o prov ide a n ­
c i l l a r y services t o t h e c o r p o r a t i o n s a n d t h e c o m m o n m a r k e t have been 
rendered useless by t h e col lapse o f t h e l a t t e r . 

C O N C L U S I O N 

The outstanding lesson from efforts at regional integration LB that i f an 
economic union is to be effective, i t must be a strong one - and most 
proposals for regional integration have not yet shown this capacity for suf­
ficient cohesion.' ' 

The i n t e g r a t i o n a r r a n g e m e n t s t h a t h a d ex i s ted p r i o r t o 1967 c o n t a i n e d 
m a n y s h o r t c o m i n g s w h i c h i n a c t u a l f a c t a c c e n t u a t e d t h e l ops ided 
deve lopment a m o n g t h e t h r e e c o u n t r i e s . T h e T r e a t y f o r E. A f r i c a n 
Cooperat ion w h i c h came i n t o force was q u i t e a good piece o f 
i m a g i n a t i o n a n d far - s ightedness i n respect o f t h e o v e r a l l package o f the ' 
i n t e g r a t i o n scheme. T h e a t t e m p t a t r e l o c a t i n g t h e h e a d q u a r t e r s o f t h e 
six i m p o r t a n t i n s t i t u t i o n s on a 2:2:2 basis a m o n g t h e P a r t n e r States 
was a w o r t h w h i l e move . U n f o r t u n a t e l y , speedy i m p l e m e n t a t i o n was 
h a m p e r e d b y f o o t - d r a g g i n g o n t h e p a r t o f those w h o stood t o lose b y t h e 
new a r r a n g e m e n t s . A n o t h e r measure w h i c h w o u l d have r e v a m p e d t h e 

A . i n t e g r a t i o n scheme was t h a t r e l a t e d to t h e d e c e n t r a l i s a t i o n o f t h e 
corporat ions by e s t a b h s h i n g s t r o n g a n d f u n c t i o n a l l y c o m p a r a b l e 
'"egional h e a d q u a r t e r s i n t h e P a r t n e r States . A g a i n , i m p l e m e n t a t i o n o f 
'̂ ĥis m e a s u r e was also m a k i n g v e r y s low progress so m u c h so t h a t r i g h t 

to t h e b r e a k - u p o f t h e EA.C, t h e r e was no c o r p o r a t i o n w h i c h h a d 
' j n p l e m e n t e d d e c e n t r a h s a t i o n measures as p r o v i d e d for i n t h e T r e a t y . 

i m p l e m e n t a t i o n o f these t w o measures w o u l d have produced a 
s t r o n g i n t e g r a t i o n scheme w i t h respect t o t h e c o r p o r a t i o n s . A s I have 
Po inted o u t i n a n e a r l i e r Sect ion o f t h e paper , t h e t r o u b l e s w h i c h l e d t o 
"̂ he co l lapse o f t h e E A . C . s t a r t e d w i t h t h e c o r p o r a t i o n s . I have a r g u e d 
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t h a t a t t h e r o o t o f 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 w a s t h e s t rugg l e b y 
t h e l e a s t p r i v i l e g e d m e m b e r s o f t h e E A C to ef fect f u l l i m p l e m e n t a t i o n 
o f t h e measures p r o v i d e d f o r i n t h e T r e a t y . 

Prov is ions c o n c e r n i n g t h e C o m m o n M a r k e t could not h a v e , by a n y 
s t r e t c h o f i m a g i n a t i o n , p r o d u c e d a s i g n i f i c a n t change i n t h e s t r u c t u r e 
of i n t r a - r e g i o n a l t r a d e . L i b e r a h s a t i o n o f i n t r a - r e g i o n a l t r a d e was t o 
c o n t i n u e b e i n g t h e m o t i v e force o f t h e E.A. C o m m o n M a r k e t . As I h a v e 
p o i n t e d out earher , lop-s ided i n d u s t r i a l d e v e l o p m e n t c o n t i n u e d w i t h i n 
t h e c o m m o n m a r k e t . T h e c o m m o n m a r k e t c o n t i n u e d b e i n g o f m a r g i n a l 
b e n e f i t t o i t s m e m b e r s f o r f a i l i n g t o produce w h a t was needed by m o s ' 
people i n East A f r i c a as ev idenced by a s m a l l share o f each c o u n t r y ' 
i m p o r t s f r o m p a r t n e r s i n t o t a l i m p o r t s . 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 , one can u n d e r s t a n d w h y t h e r e was no p r o v i s i o n f o r E a s t 
A f r f c a n i n d u s t r i e s i n t h e T r e a t y . O n e can a lso u n d e r s t a n d w h y t h e 
s t u d y r e c o m m e n d a t i o n s produced by t h e M a x w e l l a n d S t a m p Con­
s u l t a n t s o n E a s t A f r i c a n or R e g i o n a l i n d u s t r i e s cou ld n o t go t h r o u g h 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 . One c a n also u n d e r s t a n c i 
w h y w h e n t h e idea o f E a s t A f r i c a n or R e g i o n a l i n d u s t r i e s was b r o u g h t 
u p a g a i n b y T a n z a n i a d u r i n g t h e T r e a t y Rev iew C o m m i s s i o n , t h e i n ­
d u s t r i a l l y a d v a n c e d p a r t n e r , K e n y a , p o i n t e d ou t t h a t w o u l d be a " n o n -
s t a r t e r " t o n e g o t i a t i o n s on t h e c o m m o n m a r k e t . T h o u g h one can u n ­
d e r s t a n d w h y , i t is obvious t h a t t o advocate a c o m m o n m a r k e t w h i c h 
b r i n g s t o t h e m a j o r i t y o f i t s m e m b e r s v e r y l i t t l e b e n e f i t is t o go a g a i n s t 
reason . T h e idea o f r e g i o n a l i n d u s t r i e s w o u l d have added m u c h s t r e n g t h 
to t h e i n t e g r a t i o n a r r a n g e m e n t s by p r o v i d i n g t h e c o m m o n m a r k e t w i t h 
t h e c a p a c i t y for cohesion. I n d e e d , w i t h o u t t h e a d o p t i o n o f t h e idea ofi 
r e g i o n a l i n d u s t r i e s , r edress ing i m b a l a n c e i n economic d e v e l o p m e n t 
w o u l d have r e m a i n e d m e r e r h e t o r i c o n paper . 

I n d e e d , t h e E A C col lapsed because t h e process o f r e o r g a n i s a t i o n 
a n d r e s t r u c t u r i n g was too p a i n f u l for t h e c oncerned p a r t i e s t o bear . B u t 
i t w a s ' t h i s t y p e o f r e s t r u c t u r i n g w h i c h was necessary to b r i n g about a 
r o b u s t a n d m e a n i n g f u l i n t e g r a t i o n scheme. 
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T H E E A S T A F R I C A N C O M M O N M A R K E T — 
fflSTORIC S T R U C T U R A L A N D I N C I D E N T A L 

D Y S F U N C T I O N S 

Mark D. Segal* 

T h e purposes o f t h i s a r t i c l e are t o e x p l a i n m a j o r f a c t o r s u n -
d e r l y m g t h e f r a g i l i t y o f t h e E a s t A f r i c a n C o m m o n M a r k e t , t o d e m o n ­
s t r a t e w h y t h e l o n g - t e r m success o f t h e C o m m o n M a r k e t r e q u i r e d a f u n ­
d a m e n t a l r e d i r e c t i o n o f i t s basic p r i n c i p l e s ( w h i c h d i d no t h a p p e n f o r 
reasons discussed be low) , a n d to o u t l i n e w h a t i m p h c a t i o n s t h i s expe­
r ience m a y have for o t h e r deve lop ing c o u n t r i e s a t t e m p t i n g r e g i o n a l 
economic co -operat ion . 

Perhaps c leares t r e cent express ion o f t h e C o m m o n M a r k e t ' s 
f r a g i l i t y were t h e events w h i c h necess i tated T a n z a n i a ' s r e l u c t a n t 
decision to close t h e border w i t h K e n y a , consequent ly i n t e r r u p t i n g t h e 
n o r m a l f l o w o f c o m m o n m a r k e t t r a d e . I n J a n u a r y 1 9 7 7 , K e n y a 
u n i l a t e r a l l y p e r m i t t e d forec losure on E a s t A f r i c a n A i r w a y s , a n d a b r u p ­
t ly k i c k e d out i ts T a n z a n i a n s t a f f f r o m t h e N a i r o b i homes a n d of­
fices. T h e col lapse o f t h e A i r w a y s , c o m b i n e d w i t h K e n y a ' s i l l e g a l r e t e n ­
t i o n of t h e L a k e V i c t o r i a s t eamers i n K i s u m u caused T a n z a n i a m u c h 
inconvenience (now b e i n g r e m e d i e d ) . I n c o m p a r i s o n , T a n z a n i a ' s con­
d i t i ons for r e - open ing t h e border were b o t h reasonable a n d soft , a n d 
Tanzania was p r e p a r e d to resume n e g o t i a t i n g t h e f u t u r e o f i n t e r - s t a t e 

economic r e l a t i o n s . Y e t , i n t h e y e a r t h a t passed, K e n y a p r e c i p i t a t e d t h e 
voUapse o f t h e C o m m u n i t y b y r e f u s i n g t o r e m i t h e r share o f t h e G e n e r a l 
F u n d Service budget , a n d so f a r she has f a i l e d t o consecrate t h e 
a g r e e m e n t on t h e m i n i m a l c o n d i t i o n s f o r r e - o p e n i n g t h e b o r d e r . T h e i m ­
p o r t a n t i m p l i c a t i o n s o f t h i s exper ience are firstly, t h e C o m m o n 
M a r k e t ' s v u l n e r a b i l i t y in t e r m s bf col lapse of o t h e r aspects o f co­
o p e r a t i o n , a n d secondly, i t s d isper is i jb i l i ty to t h e c o n t e n d i n g p a r t i e s as 
long as t h e r e is unreso lved d i s a g r e e m e n t over c e r t a i n e r s t w h i l e com­
mon service components o f t h e f o r m e r co -operat ion package . 

T h e v u l n e r a b i l i t y a n d d i s p e n s i b i l i t y o f t h e C o m m o n M a r k e t a re a 
f u n c t i o n o f i t s a c c u m u l a t e d s t r u c t u r a l d i s t o r t i o n s , w h i c h a r e rpo ted i n 
those o f t h e P a r t n e r States a n d have t h e i r o r i g i n s a n d d e v e l o p m e n t i n 
at least e i g h t y years o f c o l o n i a l a n d e x - c o l o n i a l socio-economic for -
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