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CHAPTER |

- INTROBUCFION * .. ~
"4 . 1. BACKGROUND TO THE -PROBLEM.
. L . . e
» - K . . Fd
T - The Kenyan‘Govennment Eéé commi tted iféelf'to

~ - - ~

-several genera] economlc obJec\hves of whlch the major

3

_ones are. unlversal freedom from want disease and

f

explontatlon, equa] opportunltles for advancement, and
h|gh and growing per caplta incomes equutably dlstr|buted

among the population:J The purpose ofjthi; thes}s,is“to

ascertain the actual and potential Fole of the Kenya

NationaT Trading Corporation'(KNTC) in meeting ‘these

economlcoobJectlves.

'The economlc obJectlves of the Kenyan Government

out]lned above are, attalnab]e only wnth lncreased

specnal:satlon and exchange., That is to’ say, |ncreased

N specnallsatlon and exchange is the bas:s for |ncrea5|ng

proddctIVIty and raising the levels of lLiving of the
populatnon. In a snmple economy, such as a more or less
seLf contained V|llage economy, exchange may be a simple
process,of face to face-barterlng between two |nd1v[doals

with surplus goods. However, in a more advanced economy !

lﬂepubllc of Kenyajfx??ican Socialism and its
App]lcatlon to Planning, Sessional Paper No. 10
‘(Nairobi: Government Printer; 1965), pp. 1-2

»
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E exchange wull be hgghly comp]ex system anOIVIng a
flow of goods, money, and information between groups

- of producer; and consumers who may. be separated from

eachﬁ?ther both spatlally and temporal]y Exchange

or marketlng is thus an lntegral part of ecorfomic

-

development »“'>;*-‘ s BN . .

Admlnhstratxons in Kenya, both before and after ;

SN &= Independence have lnvolved themselves in both the

pomestlc and lnternatlonal marketing system in attempts

to rectlfy percelved shortcomlngs. Marketlng boards,
co- operatlves, import quotas and tariffs. are-examples
of this involvement. ancellndependence the Kenyan ®

" Government has increased‘fts-participation ih trade
with the fd+mation of the KNTC. The first part of this
g theSIs looks at the nature of the lnher‘ ,d.economy in

.an attempE‘to determlne the- types of problems that eX|sted

- Qd A ‘whlchrm!ght have been-solved by a state tradlng corporatlon.

-——
The second part of _this the5|s attempts to determnne how .

! success¥u1 the KNTC has been in meeting |ts_own limited
objectives. - . ‘
#~A United Nations publication lists 12 possible aims

* of state tradi-ng.2

<

»2 -Uni tad Nations, "State T””H\ng in the ECAFE Reglon“
E/CN. N-/665, pp. 1- 2,

C



w al_ to ensure adequate and-regular Supplies at
o e ANy T T &
reasonable and stab}e prices of essential

.commodltles to meet local demand S

rl:ito secute better prsces for export and, |mport
-fproducts through lncreased bargalnlng‘power;
Tl td#ehcoufage'produetien of essent[ajjagnicultural
and;fkdusfrfal ;ommoditie§'by means .of price ;": -
“f.;;‘. 'ﬁzd A ‘ dand;othet |ncent|ves, ' ’ "'
IV .tg stabrllse the_domestlc prices of specnfled
'products by controlllng their productlon and"
+ marketlng, o S e e T
) . -V to exprore_export“markétswfor products and‘tq
- e . ] dispoee of exportable'autpluses ot commodities;

Vi to°secure the advantages of bulk transactlons,

g R Vt[f to facnl|tate trade wnth centra]ly pjanned
' conOmles, ) fe ‘
'Vttll to FaC|l|tate-therimpdrt ef‘goods financed under" ] _<;-
- ) 'forefgn aid programﬁes; _.- “
s .IX‘ to facilitate the implementation of trade agreeF

~ments and barter deals;
- #X to transfer trade from the control of non- nationals;
X1 to Traise revenues for the treasury; ‘ i

X1l to facilitate eanitaryAand public health controls.

“




~ The U N llst IS not exhaustlve, other p055|ble

L
obJectlves mlght lnclude
‘to” rgdlstrlbute real ldcome b?~ﬁantbulatingﬁthe,.

'.prlce system,
uto protect domestlc |ndustr|es,_

TV to conduct eponomlt warf re-¥?"' O

The KNTC mlght have been used to accompllsh many be e

- . B -

_.73§‘2h$:€=: of the flfteen obJectlves outllned above. However in

practxce Ats mawn obJectLve |n Kenya. to date has been’

the transfer of trade both lmportlng and domestlc whole-g

salrng, out. of. the hands of non-Afrlcansﬁ~ This was”

- percelved as an lmportant goa] "because v:rtua]ly al]

Ve

lmportlng lnto Kenya at the t:me of - lndependence was through ,‘”’

European aﬁd A5|an firms and because almost all domestic .

o . who}esallng was by Aslans ‘and’ to a- Iesser extent Europeans.
» R In order to reach the cverall goals of unuversa]
freedom from want, dlsease and explo:tatlon, equal opport-
fugltles for advancement and ‘high and grownng per caplta'
y |ncomes eqU|tany dlstrlbuted among . the populatlon a

number of sub- obJectaves have been agreed upon; one of

thGh is the need to Afrlcanlseu3;mm”

~

- —TN 7
-8 Reﬁublic of  Kenya, African-Socialism and Its Application

St lanning, Sessional.Paper No. 10, (Nairobi: Government ~
'-Prlnter, 35 ) p.25. - = :




= | | . E:ZL
As Se55|pna1 Paper lO oF 1965 on Afrlean Socnallsm puts:
\“. IS y b )
,|t ' N . )
' o Afrlcanlzatlon ig an urgent problem but intany
'reasonable perspective is’ ‘likely to' be of short-term
duration. That it will be achieved in the not too:
# distant. future is unquestlonab]e. The problem ‘is’
i ‘rather  to reconcile the urgency of the matter with
T cntlzenshlp guarﬁntees and" the deSIre for'rapld
e economlc growth s SR

;i';-ﬁ *”‘c1tlzens regardless ‘of : ethnlc rac1al or geographlc

- orlgln wnl] have'the rlght to fol]ow the profess:on and
v ~

-

‘trade of thelr choosnng and to. own property.5 However, ’
the authors of Sessxonal Paper 10 -of 1965 appear to :have
{- ‘ been unable to reconc1]e the\FWths of non- African cutnzens
" to be treated as equals and the desire- for Afrlcanlzatlon-‘
for they gd>on to say, “Nevertheless, (raC|a1) lmbalanceS'
have been lnherlted from the past and these |mbalances must

be corrected 3 To partla]ly "overcome this prob]em of

rac:aJ |mbalance in marketlng, the Government passed the
frade LxcenSIng Act thCh gave a legal basis forvconflnlng;
s goods to citizen traders and create the KNIC which was
expected to glve a55|stance to Afrlcan traders who -were “tra-
‘ding 4n goods conflned to cnt|zens by grantlng credlt and

[

-channellng goods through Afrlcan traders
o 4k |bld.” p;27. - S
cug Ib|d ~p.28.
6 Ibwd., p.27.

.y

Thls C|t|zemsh|p guarantee is tﬂ\t under the Blll of nghts, SRRV
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o~ The basnc hypothesns of th|s dlssertatlon is that

:‘thIS role chosen by the Government for the KNTC is too

-narrow and that by concentratlng its efforts’ on Afrlcan-

lsatlon the KNTC is foregonng performlng many other. useful
o .
Functlons in"the Kenyan economy Lt is further hypothesised

[

'dathat althoughathe KNTC may have had. a measure of success in

‘|ts Afrlcanlsatlon obJectnve/\}argelyﬁbecause ‘it has ;'~'s

- s

performed usefu] market|ng functions such as ordering,,bulk

ifbreaklng, warehou51ngs and transportlng, its usefulness in

: ~on
meetxng even this_ l:mlted objective will be curta|led if

it peases_torperform.these marketlng functjpns*”~ﬁ
I::- ORGANISATION OF REMAINDER OF THE -THESIS-. _
' While attempting to test the general hypothesis that

the obJectlves of the KNTC are too narrow!y defined- for, the’

‘corporatlon to measure up to its potentlal and that

vy 9

recent KNTC pollcy changes detract from its effectlveness in. '<;-

,womeétlng its own llmnted DbJeCtPM£ of Afrlcanlsatlon a

number'of subéhypotheses are tested using several dlfferent
data sources and methodologies. Methodology, data sources,
and problems of data‘ collection wnl] be dlscussed as they

re]ate to SPECIfIC sub- hypotheses and problems addressed in
each chapter. -

The’ aim of chapter |l is to describe thosé fedtures. of

..the, |nher|ted Kenyan &conGiy whnch are re]evant to the ana-

‘\,/
lysns of the ‘role-of- the KNTC

.



t;ThIS ﬂncludes the.dmportance of |nternat|onal trade to

the Kenyan economy, the domlnance of forelgn owned

K%ann economy, and the complexntles of ‘the - domestlc

4

-

| marketfng system.‘ . .

R . e A consequénce of". this pattern of resource\ownershlp

' ~and’ allocaulon was that,the lmmlgrant European and Asuan 7 "fu

ff§~~ ‘ﬁgd‘groups had per caplta lncomes substantlally in excess of

' iﬂ;the per caplta lncomes bE- the. |nd|genous Afrlcan populatlon.
Slnce Independence . much of the Kenyan Government's_ ' ) ?

. development. efforts have been designed to- make ‘the’ foreign -

. ¢ . -
”:-; ) "Aowned compan:es more responsave to the needs of Kenya and
' to obtalnlng greater Afrxcan part;c;patlon in all sectors of
« -the Keﬁyan economy.‘ Some of these Government policies and
T ‘%-programmes are summarnsed in the flrst "half.of chapter I[J.

As hoted earl:er non-Af ricans domlnated |nternatrona]_ <\
r;_f.i. trade~and domestlc wholesallng at Independence. The second
“half of chapter ILi attempts to determlne the reasons for ;
v thls lack of African participation especnally at the. whole-
'saler Ievel ~ Some of the reasons‘discussed inc]ude']ack
{zﬁ"l; H' _ of eapltal ]ack of: skllls and experxence, and - busnness -
| organlsatxonal problems.

Govennment programmes for 1mprov1ng the marketlng

e ,_system have concentrated gg,lncrea5|ng fhe respon5|veness_

fof the marketlng boards and. marketlng cooperatlves to the

fi”needs of Afrlcan farmers and to lncreaSIng the number of T~

- . RN . . ~




"Jyéee aspects of. the cupnent role of the KNTC.  The first

Afrlcan traders at the lmportlng, who]esallng and retalllng

N~ -

. levels. lt was to meet this 1atter obJectlve that the Trade

. Llcen§4ng Act was, enacted and‘the KNTC was set up The stated

‘.'l,,_

obJectlves for’ lmprOV|ng trade “of both the government and the
KNTC are much broader than Afrncanlsatlon. Ghapter (v
is. devoted to an analysns of* the potentla] role of the

KNTC given the nature of the - |nh2¥|ted economy.,;. P

s

Chapter V is the flrst of three chapters that ana-.

. ) 3 ~A
part‘of Chapter Vv describes'the organisation and growth ‘

of the KNTC since ltS |ncept|on in 1965. Thie section -

'also lncludes a descrlpt|on of the three basic methods

LY

~of KNTC involvement in the marketlng process of goods

R

that are. conflned to the KNTC i.e. tradlng on the KNTC

Zaccount» actlng as an lndent agent, and‘actlng as a Ilcen5|ng

"ageﬁt. The’ marketlng serv1ces provided by the KNTC dlffer

tor-each of these three methods e.g. when trading on

- b R .

its own account the KNTC provnded cred|t, storage, trans-
portatlon and purchasing services but when it licences

the only seryice provided is channelling . the oommodity

.throygh African wholesalers.‘ The more services provided

- by the KNTC the more'woqkihg'Capital that it requires..

ERecent KNTC;policy*ehanges have resulted in fewer goods
?being traded on the KNTC account. It is'h§pothesised that
. — hd .

'a'oontribUfing factor to this polfcy change is.that the

© KNTC -has become short of working.capftal due to defaults

.

P
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......

"\on ﬂti crednt pnggramme. Data whlch supports hypothsns

'.IS presented in the second part of chapter V.
- lt |s hypothesused |n chapter Vl ‘that. the KNTC has
gad a measure of success in its Afrlcanlsatlon obJectlve
but Has been’ hampered part]y by shortcomlnés of supportlng '
measures ‘such® as the Trade anenS|ng Act and partly

because of the lack of resources under.. the control of IO

- Afrlcan traders. lt is also hypothesised that the drnft

-:P of KNTC pollcy from tirading on its.own account to permlttlng

|ts appointed sub-distributors to purchase d|rectly from
overseas suppllers and domestic producers-w4LJuresult in the
~ KNTC belng a Iess effective Afrlcanlsatlon agent and that
Vln‘some commodltles the change of pollcy may result in a
- partPa]~de-Afr|can|sat|on of the lmportlng.or wholesaling

.

& .
; of that- commodlty..__ - .

‘Data’ sources which ‘tefid to support these hypotheses
anlude data extracted from the KNTC files, interviews
— !

with officials of the KNTC, interviews with manufacturers,

{ . .
articles appearing in the East African Standard, the Daily

Nation and the Sundai Nation, studies made by two members
ofrthe staff of thehlnstitute for Development Studies and
finally information collected in a small survey of. Nairobi -

; based KNTL appointed sub-distributors ccnducted.by this

N

researcher. -
- ) " l,——/'_’\

ﬁh{Chapter,iy“it is noted that the Gdvernment has

a powerful tool for. redressing real ‘income imbalances between

.

" the richer and poorer people in Kenya’and between urban

g



'. .‘ . N ” l ]0
’and rura] areas lnﬂthe form of the KNTC'S prIC|ng polncnes.
The aim of the first part of chapter VIl is to analyse the

’;ha€.pr|c1ng pol;cnes actual]y pursued by the KNTC to determlne

toéyhat extent they conform to overa]] government goals.

The flnbl section of chapter VLI_ls a critigde of the

distributorship - policy of the KNTC. .
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' . CHAPTER Il '
" THE NATURE OF THE: INHER I TED KENYAN. ECONOMY -

oy

- i fﬁ"?5 1. INTRODUCTION

v . 4

o The aim- of thls chapter is. to descrlbe the maln

| features of the Kenyan economy/ﬁt\lndependence so that »

A ;_ s subsequent chapters on the obJectlves and operatrons of ™

‘the Kenya Natxonal Tradlng Corporatlon may be seen iniy
. P :
perspectlve. Factors cons:dered 1mportant are the role d?“

lnternatuonal trade; the ownershlp of both domestic and.
'nnternatnonal tradlng nnstltutlons, and ownershnp‘ot
. manufacturlng and flnanc1al |nst|tut|ons. ’ ,
. rgectlon II lnd|cates the 1mportance of internationa]l
}:ﬁrade to Kenya -and lncludes data on Kenya s balance of trade,-

PN S—

.‘the ‘major,, lmports and exports, and the geographxc origin.

and,destlnatlon of,these imports and exports. The
] e Iow : o - ’ . )
‘ddﬁinance of foreign owned and controlled institutions

,in lnddstrles such as’ manufacturlng, banklng, and tradlng

s highllghted in sectlon Hi. The final section outllnes
e -_the maJor features of domestnc trade in Kenya at Independence

ffand |nc]udes a brief-discussion on the hxstory of |nternal

:trade,‘the functions and services provided by a-marketlng
S RS Monn , - . - } . . ) L o
- system, the channels of distribution of selected commodities

.

fl'f : g*‘\\end the,q/m|nance of ‘non- EF;TEans in the domestlc distri-

butlon system.
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L ;'[_N-TERNATIjONAL TRADE

. e .

lnternatlonal trade plays an meortant role in thel
Ken?%n economy..vThe value of goods'crossing Kenyan v ‘
borders was put at. K E 167 3] mi]llons in 1964 TTab]e :
). lmports/were K 3 87 9 mf’\\ons (Table l) ]
AJ964 which was 25 percent of. tota] Gross Domestlc ‘Product™. "
of that- year.z; Imports. |ncreased to K E 127.1 mllllon in

1968’(Tablelil.l) Wthh was 27 percent of the ]968 total 7\

. Gross Domestlc Product 3

_ Kenya had a negat|ve V|5|ble trade. ba]ance wnth the
_ rest of the world of K- h 29 7 mllllons in 1964 which, had
. |ncreased to K £57.0 mllllons in 1968 (Table 1.1).  This
negatlve balance was partlally ostet by, p05|t|ve vusnble

trade balances Wwith Uganda and Tanzanla lnv&s1bles

'f'““§=such as receipts from tour:sm and large capital inflows

R

froﬂ prlvate government and multilateral sources, made up

;he balamce. Thfssreliance on capital inflpws, to the

' extent that they have to: be repaid .in the future, may
"resale;inba foreign exchange

P

1 The Kenyan pound (K +) is equivalent. to 2.8 Unlted
- States’ dollars (US $). There are twenty shllllngs in one
_pound '

’ To al: Gross Domestlckﬁraduct was estlmated to be K &
355 6 mllllons in 1964, . Republic of Kenya, Kenya Statistical
Digest. - Quarterly Economlc Report, September- 1970, Table 2,
p ]0 ’ - N - -
Lt 3_lb|d,f P« ]0. — . T

o
X
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problem .jn coniing years),. especially if‘;BeTfTbQ'off
- imported goods is'not curbed.
o TABLE
8 - ‘ |
KENYA BALANCE OoF TRADE 1964 and 1968 * .
" o J( (x mllllons IR -
l . ' ’
N - 1964 1968 - .
i‘Jmports S .f" e o i
Lo ‘ Y
From outside of East Africa® 76.5 11428
From Uganda and Tanzanla T -1T1.5 12.3
Total o - 87.9 .. T27.T
Exports _
To markets OUtSlde ‘of East Afrlcab 46.8 57.8
To Uganda and Tanzania' : 26.4 26,3
.- Re- éxportsC , _ ..8.2 - 5.2
'ﬂ { Total ST _ L -, 79.4 89.3
_ Balance of Trade ' - e
'~‘mﬁ§§§;x‘ w:th markets outsnde of East Afrlca -29.7 <57.0 (;
+“With Hganda and' Tanzania . +14,9° +14.0
-t Total .o o -8.5 -37.8

[\

‘Source: Repubch of Kenya, Economic Survey 1969, Table 3.1

aDescrlbed in the Annual Trade Report as. "Net Imports'".
- bDescrlbed in the. Annual Trade Report as "“"Domestic
Exports'.
Cpefined in the Annua] Trade Report as imported goods
- 'subsequently re-exported without change of form
to places outside of East Africa.
lefference between total imports and total exports

" The: co]onlal economlc deveTSEEEnt of Kenya was based on

Kenya's ablllty to produce and exPort prlmary products such

- -

)
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-as. coffee, %ea and sisal to Europe. The foreign ex-
'change,earned trom these..exports was- then usedrto

'import-induﬁtrial products from Europe; This basic

pattern of trade continued after- Independence. Inn
1969 8] percent of a]] imports orlgnnated F?om out-

side of East Afrlca and 8L percent of a]l exports were

A ] -

”'; RN ) for dest|nat|ons out5|de of East Afruca (Table “I1.2).
: Manufactured goodsq-comprlsed 74 percent of all lmports

of Wthh 6L percent ornglnated from outS|de of East *ﬂ>

Africa. Prlmary products comprised 80 percent of al]

" exports of thch 74 percent were for destlnatlons out-
‘side of East Africa. B; far the .largest single category .
“in exgorts was SITC o, food and live anlmals.

LE .ln 1964 coffee, tea and sisal together summed to -

> el

over 50 percent ‘of Kenya s. exports to areas outsude of

East Afrlca. Other xmportant commodltles were pyrethium,

S

““meat and meat products, ‘hides and skins, soda ash,
wattle extract petroleum ‘products and cement (Appendix A)
The .major .imports in 196# were crude petr 1eum motor
vehlcles “and chass:s, agrlcu]tural machlnery and tractore
|ndustr|al machinery, ‘iron and steel, fabrics, paper and

-

paper products, pharmaceutlcal products .and fertlllzers

(Appendnx A).

L The conventional deflnltlon of - manufactured goods
when using trade statistics .is SITC 5- 8. Primary products
are defined as SITC-0-4. The same classification is
used: here though much of SITC 2 might.preferably be

: |ncluded as manufactured products.

__‘F



$=;percenp in 1968. * Howéver, the percertage originating

Much of the lmports |nto Kenya are ]uxurles “For ex-

g

;ample in 1969 passenger motor cars valued at K k

4 9]4 thousands were |mported |nto Kenya, durlng the‘same

year buses, barrlers, trucks Vans®and road tractors

valued at Kk & 979 thousands were |mported 2

-

':” ln 1964 46 percent of aIT |mports orxglnated from

sterilng area countrlesw TheApercentagewq;opped.to 4o b

o

'";;bm the;Unitedlkingdohywemained theysame in both years
at él'percent. ’Thisadrop:in the propprtionlorginat{ng N

' froﬁ other sterling areas was largely due to. a shfft”in
' lmports from countrles classified under the rest of the

world category (Table lll 3).

NP,

Af : ) I'Fle  THE NSTITUTIONAL FRAMEWORK

.

KENYAN DOMESTIC INDUSTRIAL PRODUCTION i

v

The presence of a ]arge number of relatlvely hlgh
54nébné Europeans and AS|ans plus the fact that East
Africa had a commOn externar trade tariff, resulted in a ma=
~rket that was Targe enough to support a num?%r of local
manufacturlng concerns. Four of - the nine largest
j manu;;Cturing‘industries (when size is measured. in terms
of ‘the vaIue of gross productlon) were processorg‘of

”fioca]ly produced prlmary products.

5 East Afrlcan -Customs éEE“Ekc.se " Annual “Trade Report
. of Tanzanla, ‘Uganda, and. Kenya. 1969 (Mombasa: East .
African. Customs and Excise Department, 1970), Table 1.

o
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STV ,«TABLE ‘
o ¥
IMPORTS AND EXPORTS OF KENYA BY MAJOR SLTC CLASSIFICATION
. . . . . N .
- 1969 i .
... SITC CLASSIFiCATION ~IMPORTS ; EXPORTS )
o -, T . Outside--of East ' . Outside of ~East
o o Loen el o Egst Africa Affica iEast. Afr|ca Africa
oty FE ¢
e * Percentages pf_TotaILJmports'and Exports”
.%o .. 0 Food and. Inve i 2 "5, ‘ 52 - . Tk
. animals. . - . ‘
"« . ..1 .Bevérages & tobacco 1 - a Co-
: N 2 .. Crude materials; - b L ’ . .
o inédibles except fuels 2 Co- 12 7
Miheral fuels, lub- R ' L.
, ricant & related . _
‘ materials. . L cm 10 ]
fﬂf ) Animal & vegetable ’ ’
) oils & fats . 1 - - 1
- Chemical . ...8 3. b+ 1.
Manufactured goods . . :
" classified by mater 47 22 L 5 6
Mach?nery & Transport 28 1 - 1
- equipment . . 7 R :
- Miscéllaneous ' - P
..manufactured” articles 6 2 1 1
‘Unclassified commod- " ” . .
; |t|es & transactlons 2 ... 0 - w 0
Ioval ’Percentage 81 - 19 84 46

[}

;3,4 ‘Source: East African -Customs and Excise, Annual Trade
"Report, 1969, Tables I, 1I, and V.-

" @ signifies positive flows but of less than 1 percent.

. . B i

§




A \TABLE 1. 3 |
ORlGIN AND DESTINATION OF IMPORTS AND EXPORTS B
B T 1964 AND 1968 i

TS

——is - —— <

: . REGION/COUNTRY.. ~ * -7 IMPORTS © ™ EXPORTS
SRS ’\964 1968 196k . 1968
. s b “ ~~!.L-. _"- I

o R SR , ... Percentages T

- - Sterling Area = .~

PU.  United Kingdom - T 31 31 21 25
‘ Other Sterling 15 =9 16 14

! North Amerlca ) : f 7 ':A8’ ) ‘13 9

3 . European Economi.c Communlty 19 2] 23 19
"vEuropean Free Trade Area. . T

(excludlng U.K. ). ..k 3 - 4o o3,
wo | |
USSW and Eastern Europe 2 2 . 3 2

'; :>Rest of wor]d A.H'- ) .~g; 17_. égxm 16 . 20°

;F:Unallocated parce} post“ﬁ? . .
#=." - and. specnal transact;ons .5 L L -8
- s Total : S 100° 100 100 100
. C .
)

. source: Republlc of Kenya, Economic Survey 1969,"
o ~..Tables 3. 9 and .3.13
F




"+ «These industries Wwere grain mill :products, meat - -

' ‘pfqducté; dgiry'proqyctél and brewing ahdidLSti{Iing

grOdugts;ﬁ;ibé femainfﬁg"fndgstfjes:.ilel; miscellanéous -
'éhemicalé;.priﬁting and ﬁublishiﬁg, soap, metal products . .
: .'and tgbacckoeﬁQ;lasthstage.prqcessﬁrs Af Snportedm
f:termeai;ﬁgjébéé%lkfabﬁe‘ll:ﬁ)w w?th thg excéption of

, .A¢- :ﬁ‘ii tobacco aﬁh meat ﬁrgddﬁts_aj] fhe'{ﬁdugtﬁies,céatained-_;

"i;' ,xil 'morevtﬁah jﬁ'firms (?aﬁle Hi.h). However; in most of these
‘ * “industries a few firms Gominated p}bductién.é As'wifl*bq."

'vshoWn fn the fplloWing paragraphs ﬁosf.of'these iﬁduﬁtriés '

.. wefg'fihanééd‘by7]ocai Europe‘an_Vsettle'r.s“I éé@iﬁéé Br )

.-

.we}e subsidiaries of oye?seés manufacturing coneerns. -
"The two-larges;ﬁmi]lfng'companies in Kenya are Unga

~.'ﬁLtd. ;ndﬁMaiia'Ltd.. "Ownership of thgse'ﬁflling companies
:j;js:;QEpJex'dhe tb‘thé exteriQé uSe,of"ﬁBTaing_qampahies

L (Flg1). ‘ |

>

- e

Republic of Kenya, Kenya Census of |mdustrial Production,
1963 (Nafrobi:vﬁoyetnment Printer, 1965), P. 102

. s
-+ All of the following information on_the nine largest

-industries, except where otherwise cited, was obtained .
: C . from National Christian Council of Kenya, who controls
e Industry in-Kenya, (Nairpbi: East African Publishing
House, 1968). ~ ..~ . :
N .o

¢

..



Lt - TABLE b
o ¥
KENYA'S N|NE LARGEST iNDUSTRIAL PRODUCTION

4

e _'. GROUPINGS 1963
' Establishments Persons Gross Import
] . .. ’ _engaged production content as
. VI s Tl - a percentage
w . L /\\ ‘ ) of total
S A ° . “ N T value of pro-
o= S Lo ] . R ductlon
e S Number 'Number _K_E 000
. P o - l - .
Grain Ml]l products 39 1 973 9,114 ~ 5
Meat products - 8 "2 068‘ . 6,296 0~
Metal products ’ 48 2 870 - - 5,276 ° 90
, - Daitry products-. 16 881 - L.872. ¢ -5
. Miscellaneous chem- 20 . - 864 L .191 30
icals . . .
Printing & Publushlng73 2,977 L,1Q2 " 95 |
Spirits, beer & malt.17 - 2 058 4,063 25
Soap == 17 "788 3,275 67
_ Tobatco- 1 702 2,685 K 90 R
o . . S .
s Lt - = 4
... ... .Source: REpubllc of Kenya, Kenya Census of lndustrlal .
R “" Productjon 1963, p.102. A more complete census of
S .
N industrial productxon is presented in Appendix (;—
- e Table A.3"

Bothy{Maida Lt&; and Unga Ltd. were controlled by a single
holding company, Kenya National Mills which was believed
to control over half of the maize milling capacity and

- . .

about 90 bercent of the.grain milling capacity in Kenyas.

Kenya- National Mills Ltd. was controlled by Unga Millers
“Ltd, which was contre]led by Holdings Ltd. which was

g = ' : :
.Republic of Kenya, Report of the Maize Commission of

lngusrz, (Nalrobl Government Prlnter June 1966) pp.
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| Holdings Ltd.
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©CGNTROL- OF KENYAIS MILLING INDUSTRY  ~

&

-

|~The Uganda Grain :
Milling Company Ltd.

_Ar‘ﬁt,

o

33 1/3%

e 33173% 33 1/3 %

T'Kenya National Mills Ltd.

Percentages denote percentages of
"~ Source

‘House; 1968).

Unga Ltd. |

voting ordinary shares

: National"Chrisiian;Counc}l of-Kenya, who controls
«_+ Industry in Kenya, (Nairobi:

East, African PubTishing
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' contro]led by Rlszl Ltd ) Riszi Ltd. Wa;.enned'fn
equal part by Tanzanla Mll]ers Ltd., the Uganda Gra1n>

. Mllllng Co.~ Ltd.~and Kenya Natlonal M1]]s Ltd..- Kenya~
Natlonal Mllls Ltd. controlled Tanzanla Millers Ltd. and
had a 33 1/3 / |nterest in the Uganda Grain Nllllng Co.
Ltd..g Capt. D. A . Vaughh- Phil ott, & Kenyan citizen

] ‘as of 1968¢ was chalrman of R12|k| Ltd.,,Holdlngs Ltd., &

,w‘a?~j *‘_ Unga Mll]ers Ltd., Kenya Natlonal Mills Ltd. and Unga Ltd.

L i“pA: _ The. Kenya Meat Comm;55|on (KMC) procésses nearly

all Kenya's marketed beeflq The KMC, a- Statutory Board .
appornted by the Minister of Agriculture, has a -special’

' arrangement wuth Le|b|g s. extract of Meat Co Ltd
and Oxo (East Af;;ea) Ltd Leibig! s supervnses the’ pro-
ductloﬁ and cannlng of the Fray Bentos brand of corned

o beef and Oxo |s the Ioca] dlstrlbutor fo KMC and other

v

'canned goods

. S Metal products lndustry Ts” a rubrlc under which
M
many dlfferent industries fal] each producing qU|te

&
’ dlstlnctrproducts. Many of the firms weré controlled

by or were subsidiaries of British and other European

firms.
o, —
: _ ‘This was before the extensive natijonalisation pro-
. i - grammes carried out by Tanzania and Uganda in recent
. : - years.

‘!—/—'\

10 ~Nat|ohal Ghrlstlan Council of Kenya, and’ controls
Industry. in Kenya, (Nairobi: East African Publishing
House, 1963) pp.31-33 :
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The remalnder were locally owned predomlnantly by ;

by Asxans.]b T 5‘

The Dalry Products lndustry is domlnated by.the Kenya

i} Co-operathe Creamerles Ltd.,_a co- operatnve socnety '

owned by the producer, in 1969 it had 1,509 supplying

members, of whlch about”600 were lnd|VIdua] African

e -
farmers and 198" Aercan co-opera |ves 12 o

g

lnsect|c1des and other chemlcals are lmported or”

. prdcessed by a: sma]l number of flrms with lnternatlonal

. P

connectlons The four ]argest in Kenya are the Shell

Chemlcal Co. of Eastern Africa Ltd., Flsons (E A ) Ltd.,
Murphy Chemlcals (E A. ) Ltd. and_Twlgs Chemlcal lndust-
ries- Ltd. 13 l

A]most s:xTV overseas publlshers are- represented

. mostly.Brltlsh 1nc]ud|ng Thomas Nelson, Helnemann

Educatlonal Books; Oxford Unlversaty Press and Longmans

of Kenya Ltd.. Severa] |nd|genous companies have been’

*fdrmed s:nce Independénce- 1ncTud|ng East African

1
Publlshlng House and Eguatorlal Publishers.

Apart.from the extensive brewing of indigenous beer, .

TN

Kenya's supply comes:fromqfour breweries, owned by two companies..

T1 lbnd., pp. 110-T13.

- 12 Ibid., pp. 31- 33, . - R

13 Ibid., PP 117-118..
14 Ibld., pp. '106-107
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Te

. is owned by Clty Brewery Ltd

¥

: Company“Ltd is the so]e producer of cxgarettes |n Kenya.

: FINANCIAL INSTITUTIONS

00\1 O\Ln

ST E
The East Afrlcan Brewerles Ltd., East Afrlca's Jargest
Iocally owned company, own three brewernes. The fourth

]5 ' . .. . ,t—...;_.

East Afrlcan lndustrles ttd., a Unllever assocnated
company-ln whlch the lndustrlal and CommerCIa] Corp-'
oration has a’ substantlal ho]dlng, produced over 50

percent of the soaps and deter;ents produced in Kenya.

<o

$‘ Other large producers of soaps and detergents |nclude

Co]gate Pa]molnve (E A, ) Ltd., Elephant Spap Factory Ltd

. and Baby Soap Factory Ltd, 16 ) o *'

+The British Amerlcan Tobacco Company (Kenya) Ltd.,

". a wholly owned subsudlary of the British American Tobacco

17

18

.

Ten commerc1al banks conducted busrﬁess |n Kenya in.

et

1968 .Three,. namely, Berklays Bank D.C.0. Ltd.; Natlonal

e

and Grlndlays Bank Ltd. , ‘and the Standard Bank Ltd.
domlnated banklng “in Kenya w1th a sum of 174 branches. The
remaining 7 banks operated a total of 11 branches between
them. The three Iarge banks are closely ]Inked'Wlth

e
British banks.

15 1bid., pp, 102-10%. ‘
} Tbid., pp. 121-122. I
1

513 . Pp. 106. .
=N

All lnformatlon used in this,section was obtained from
National Christian~Council of Kenya, who controls
“Industry-in Kenya, (Nairobi: East Afrlcan Publlshung
House, 1968) pp,yl6l -203. ) -
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N

The commereﬁa]'banks make _short term lodns and are

.thus |nvolved in flnanC|ng commerce (Tab]e lI 5) Each

of.- the three blggest commercnal banks |n Kenya has est-
abl|shed deve]opment corporatlons in order ‘to undertake
longer term |nvestments than the banks norﬁally accept.
,Other sources’ ovaunds classLﬁiedcuﬁder private financial

e
lnstltutlons lnclude building societies:which ]end money

-for the. purchase of -erection of houses and insurance

- . 3

ucompanyes.‘- A .

* . - TABLE I1.5 e e

LOANS AND ADVANCES OF COMMERCIAL BANKS DECEMBER 1967

. INDUSTRY - R K £ '000
. Wholesale and retail trade 025,728
" Agricultural enterprises . . 9,325

"Manufacturing enterprises . o ~IO 944

-Governmejit ‘Sector . ' 1,300

Private households™ ” - 2,944
0il companies . : s 2,782
OtHer businesses ~ . - o 11,090
Total loans and advances ) 68,002

3

Source: Republic of Kenya, Economic Survey 1968, p.27.

TRADING INSTITUTIONS B _ -

T

) Some 200 flrms were _involved in lmportlng and

exportlng. Most of these were owned by non-Africans. |9

e - -

Natlgpal Christian c&GEETw of Kenya, who controls

Industry. in Kenvya, (Nalrobl: East Afr ‘can- Publishing

~_‘H‘ouse,-,l968), p.52

.

(\\.
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- |b4d., pp. 53-5%.

#neir:fntereete;aﬁd operations vary greatly{ some being

'specialista,_otners ;oyerjng_a wide range‘otmaot[yities{
Tﬁééé may?ﬁnclude tne~ffnancing, bdytné and brokering of
exported crops, arranging transport, warehousnng,

-lnsurlng and shlpplng  Importitg lncludes goods needed
—~

both for pngucers and consumé?g, and may'. lnvolve any
Sor all: the;stages,oﬁ supply-actlng as manufaqturers! R

agenfs,'Wholesa]ers,'stockists, distributors and
20 ' ' '

o

tetailers. A few of the.larger ones are discussed

" betow.. , o
’ (55 Mackenzie Dalgety Ltd. *--(&He'lﬁchééﬁé'eréup)z'
In 1965 Smith Mackenzie and Co. Ltd ama]gamated with
‘ ‘ﬁ;Da]gety ‘(EA) Ltd.- and formed Mackenzne Dalgety Ltd., a
group that: together had assets -of over KE7 mitlion®
i East Afrleafr lnterests lnclude hides afd ‘skins, '|nsuranoe,
llvestoci and estates mercn;ndl§e,‘pharmaceutlcals, ‘
x_“agr;cultural supplles agricu]turaf‘engineering, building,
auctfqneering,'tyres wunes and spirits, shlpplng, ware-
housing, trave1 agencies, tea machinery and brokerage
cotfee mach}nery, dairy machlnery, flnanC|ng, and secretarial
- ‘ 2

and professional services. Through the 35 directorships

of'Lord Inchcape, the oompany.is 1inked with,\for example,

P - . -

zf Ibidf, PP 54 55.

$jf," |
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) %ritisH'Peﬁ?eleqm Co.sLtd;; P &0 Steam Navigation Co.

~Ltd., ahd.phe NetienéL‘Provincialﬁthk Led, = -~
-(b)'The Mitehei] Cotts Groﬁp (The Drayton Group).zz
The Mxtche]l Cotts Group's act1V|tles centre in

South Afrlca where the Group has 21 subsnd1ar|és. In

Kenya,. Mltthell Cotts have 11 subsrduarnEs w1th aCtIVItIéS

ranglng from maklng frU|t squashes, producing beef,

P dlstrlbutlng fertlllsers and other large shlpplng, produce» ..

H

- and commerC|al interests. - The Mltchell Cotts Group was

. cqnf?olled; until his death, by one of fhe’bﬁggéskﬁ

-»tyeqons in Britain, Harley Drayton, who, as chajrman
.of 23 companies, had substantial interests in Britain

.including British Electric Traction,‘railwéys, newspapers,

.investment trusts®and telewvision. - RO

I . e
-, (c) B'aumanr;'s‘.23 e

Among the largestimerchants in Kenya is A. Baumann
and Cé. Ltd., 5 Ehblie combany whose shares are qﬁoted" .
on the Nairobi--Stock“Exchange. A, Baumann and Co. Ltd.,
has, wide interests in the”building, refrigeration,‘ '
electrical trades,‘miljing, exporting of primary produce,

supermarket‘retailing in Nairobi, warehousing and distribution

22 |bid., pp. 55-56
23—J._|_d_,_, pp. 59-60 —— ‘
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- oF*the productsﬁof ]ocal and overseas lndustrles

E

Other tradlng organlsatlons with 5|m|Iar wide

reazhlngmoperatlons |n Kenya and the rest of the world

. include: Lonrho, Unllever, Tancot the Twentsche

Over%eés Tfading Company (EA).Ltd;; R.O.‘ﬁemilton Group;

CPhillips, Ha‘f"r.iédr'\s anid 'Croglielfthd , ‘Widglesworth

and Co. (A}fica) Ltd¢, Jos Hansen and:$oehne (EA) Ltd

: and the Old East’ Afrlcan Trading Co. Ltd.

A;br!efﬁdescrlpﬁuen of the marketirng of coffee,
el & ‘ :

sisal, tea and pyrethrum; the four principal exports

from Kenya in 1964, 'indicates the importance of these

foreign owned trading firms in the export proces_s.?4

_ Processing and marketfng-of coffee are in the hands of

producers co-operatives, the largest of wh;ch is the

Kenya Planters'.CotoperatlvenUnLon The. . Flnal exportlng

“.is controlled by-lqrgely‘b?ovate foreign enterprnsesr

. -Seme 55 companies ‘are invélved as exporters of coffee,
oA - °

buying weekly at auctien'in Nairobi. The largest ex-
porger is Tchibo Trading Co. Ltd. = Othér important
ekporters include A. Baumann Ltd., Ral1i-Brothers‘Ltd.,
affd Kenna Coffee Ltd. 25 ‘ .

.S

. - .

24  The.information on the marketing of these .four products
was- obtained from National Christian Council of Kenya,
~-yho Controls Industry in Kenya (Nairobi: East African
Publlshlng House 19683.

25 IBid. -19 !
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‘Whe harket?ng of tea is not focuded en &airobi

" as coffee, IS, ‘but is in London. .Four tea brokers and 52
firms.are” rnvolved |n “tea exportlng from Kenya, of Wthh‘
the Iargest broker is Africa Tea Brokers Ltd.. Over

,80 percent of the crop is exported malnly by arrangement
between a. Eew Df the larger E“&pucers and- eLthe: .oyer-
seas buyers Br thelr own overséas dlstrlbutlng'.chan-* :

'Anels : The remalnlng 20 percent of the crop is sold

L}

*locally in East Africa through the ASSOCIated Tea Groweérs '«
of East Africa, actlng on_behelf of the producers.z.6
. . - . .~ .

The-manketing of ‘sisal has always'been céht}éé Cin
- London, fibre being purchased in_Kenya through -agents
““licenced by thefKenye‘Sisel Board. There are eight

g‘exporting”companies.‘ The largest are Relli Brothers

‘:.(Kenya) Ltd (26 BO'percent;; wfgglesﬁgrtn andvbo.

(Afrlca) Ltd. , (20 percent)lfL T.C. Kenya Ltd. (20

V—wspercent) and East African-Acceptances Ltd., (most of

the qemainder)] 27

Kenya is the world's largest'produéer of pyrethrum.28

The Pyrethrum Board'controls production and the Pyrethrum
-~ ‘

Marketlng Board (PMB) controls marketing. The PMB owned

58 percent of the shares in the Pyrethrum Processnng Co.

4,.

26 -1bid-, 24-25,
. PP- 24 —_—

27 _1bid.;. pp.
28.Thid., 3 PP 35 .36,
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"Q% Kenya:LtdY; whl:h owns the only operative'factory
{n'Kenya; processing the whole of-Kenyafs crop as.a
" contractor %f“the Markeian'Board., Mltdhell Cotts
(P&fethfum) Ltd. (who once operated a second factory in
Nairobl) held a 30~perceht .interest and the C5mmon-
wealth Development CorpoPatlon/\hDC) held the rema|n|ng
= 12 percent.‘ These R roportlons were subJect to re- arran-,
gement in l967 when the CDC sold its shares at market
Pprlces to the Kenya Govehhment A
lndustrlal machlnery, agricul tural machlnery and
'lhplements pharmaceutlcal products and chemloalvhe}e
|mported by the European tradxng firms. Building
materlals, hardware and consumer durables were lmported by
_both European and As:an firms, whlle clpthlng, grocerles

tand provusnons ‘were malnly handled by Asnan flrms..z9

In 1967, the'texlle import trade was handled almost”

’eXElJEively by Asian firms, the bigger companies. carrying
;tocks} and the smaller firms orders with overseas man-
ufacturers against an order from a retailer;,a system
knowg as indenting. Amonéithe firms wi;h the biggest
turriover in this group were: Hemraj Bharmal Ltd. whose‘.
chai rman and director was also chairman of "United Texéile
rndustrles lKenya) Ltd., Kenya Cork, and Agricdltnral'

Industries Ltd., TanyanyiEa’EEd “of Dar es Salaam.

29 Republic of Kenya, Report Survey of Dustrubutlon 1960
(Nairobi : Government Printer, l963)

L I
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: ;Bhagwaﬁji and Col Ltq.'was also a big textile importer

:;f:>¢?; " " which had moved into manufacturing through substantial

irvestment ,in Nath Brothers. Ltd. Devraj Hirji and Co.
Ltd. and Shah Nemchand Fulchand Ltd. were also large

. £

_textile importers. 30 . S ‘ -

o .
. ~
“~ . N\

rv. DOMESTIC TRADE -

A

. HISTORY OF TRADE

s

Trade amongst the Africans existed in Kenya long

before the coming of Europeans. However, it does-not

4

appear as if it was as extensive in East Africa as it

31

was. in cert&n countries of West Africa. Trade 'spread

“following the advént of colonial rule as settlers,
plantations, and new cities required workers, who re-
o .o . - v - . - B 0‘
: .presented an important market and as the'marketing of

R ~

= various cash crops by African growers increased in

;.volume. The purchase of produce was almost entirely in the

4 hands, of Asians,” and the normal pattern of trade was for a
small Asian owned shop to be establishe& to sell imported

goods and to buy local produce from the growers.32
e

30 National Christian Council of Kenya, Who Controls
Industry in Kenya (Nairobi: East African Publishing
House, 1963), p.bl.
31 M. Katzin, "The Role of the Small Entrepreneur', in.
-Herskovnts and Harwitz (EDS), Economic Transition in .
Africa (Evanston, TTTtnois: Northwestern University v
Press, 1961), pp. 179-198 .
32 H.C. G. Hawkins, Wholesale and Retail Trade in Tangany-
‘ika, a Study of Distribution in East Africa (New York:
Fredrlqk A. Praeger, 1965), P.20
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m‘+ Many Aslans came‘to build the- rallway and remalned

fafter |ts comp]etnon, others came as. clerks for the newly

J*emergent coTonual admlnistratlon, whlle others came™

33

specnf:ca]]y»as traders. The latter group moved up
from the coast along the Ugandan rallroad and‘branched
deep]y lnto-the countrys:de éﬁtabllshlng a dlstrlbutlve
Hﬂ' . -network'thaE*stretched ?rom overseas’ vua Mombasa.to the"u;
'{‘, .lremotest country store. " With them they brought the nec-'
essary skllls, knowledge, contacts and cap|tal to thrlve
in the commercial sector. This, together with the fact
f” : . rthat- they were denled the’ rlght to buy Iand in areas
. assugned to Europeans or in the areas reserved for A'frlcans34
and the fact that . they faced little competxtlon from
Afrlcans or’ Europeans, qulckly resulted, in their complete:
ﬂdomtnatlon -of ~the entlre domestlc dlstrlbutlve network

Ve

Between- WOr]d War | and WOrld war |1 Afrlcans had-

ES . ,.'l

-begun to set up tradlng and-other ‘service enterprises

around ¢he rural markets.35 However, they had to buy their

supplles from Asians, often at retall prices and were there-
forepunable to compete except in lsolated regions and in |

local commodities where turnover and profits.were low and

therefore of ]ittle interest to the local Asijans.

s .33 Peter Marris, Entrepreneurshlp and. Development- A
o -Study-of African Businesses in Kenya (An unpubllshed
manuscript). i ~ R )
34 Tid. . ] » .
35 . Ibid.
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Ihe services broVided.by these Africans were minimal
and one of the main reasons they were able to survnve
at al] was because ASIans were conflned by colonial
po]|cy to certain desngnated tradlng centres.3

* Some"’ lndncatlon of the extent-to which non-Africans

controlled‘wholesale dhstrlbutlon in Kenya is presented 5

in Table l|.6. Cauthon-must be used in-interpreting

» these data.  FiTrst, the‘government'had been carrying

.out a programme of -Kenyanisation for more. than two

years Secondly, and far more important, the figdres

are c]assnf:ed in terms of Kenyans and non- Kenyans‘
and thus |nclude a large,number of Kenyan Asians and,
to a lesser extent, Kenyan Europeans.

Both these factors result in the recorded flgures
for sales by non-Kenyan cutlzens of 71 percent being

~13weT'than the equivalent F:gures for non-Africans.

MARKETUNG FUNCTIONS
The foundation of economic development is increased
inte:na] specialisation and exchange. The marketing
system is the meehanism which allows exchange of owner;
ship to take p]ace'and(is thus central to the develooment
process. ‘ o
RN

* a9,
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' TABLE 1. 6

i DISTRIBUTION OF - WHOLESALE SALES BY KENYA. ClTIZENS
RESIDENTS AND NON- RESIDENTS 11966

.. . £

Category ‘ Number - Percent °~ Sales > Percent
s v e of ~firms T of firms~ Kk m_  of Sales
T wholly ownediby e ""ii T _ L e
L *“Kenyan citizens ° 35% . 22 b9 19 .
o %alnly owned by }~- Y- ' - . .
L "Kenyan' citizens 143 9 25 10

‘Mainly owned by — ' L s
Kenya residents . 1,001 - 62 96 . . . ..."38

Maln]y owned byi

non- residents . 'IQ6 _”_ 7 7 i 86%3: - 33
Total -, . 1,605 100 - 2527 100 °
o . < B . - R . . s

i fgddtéé: Réﬁuﬁfic of Kenya, Development Plan 1970-1974
st S -(Nairobi: Government Printer, 1970). p. &TL.

Therefore, the petsiétént idéa, commonly encountered
'in Kenyg as elsewhere, that distribution systems are
parésitic i$ a myth. True, they may not be all they could
be asefar as efffciénCy is concerned, but tha% is true of
‘many, if not most., prfmafy'add'secondary manufacturing .
concerns and other servnce |ndustr|es. Definite marketing
Functions must be performed and.those performing tﬁese
=N

S 4 4 functions™mist be»compenséted-'
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o Several,authd?s have lnsted what they have felt to

" be .the more. lmportant functlons and servnces provlded

by a d;strlbutuon system.37

LR

coeee A comprehenslve summary of their lists would include:.
L . .
> . Functlons creation of form- tlme placey and

possessnon utrTTQy

~ -,

- ‘4' - ) Services: transportlng, stbrlné aﬁ&awarehouSIng,«.
N o gr&ding and standardlsatlon, processing,.
e . o packaging, creation and breaking of bulk,

. ,brln91ng _buyers and sellers together
flnanc1ng and risk bearing.

The purpose of a dlstrlbutlon system is to supp]y
fﬁf the consumer wuth what he wants |n the rlght form, ‘at the
rlght time and the rlght p]ace. In order to create-these
uttlltles the marketnng system must provide a number of
: serV|ces..¥=n

.

The essence -of marketlng is the transfer of owner-

g '3

‘shlp of goods. To do this, m|dd]emen must provnde market-
lng;sérv1ces such as transportnon -stockho]dlng,_forward
purchaslng, finaricing purchases and sales, levelling of

price variations and bulk-breaking.

37 M 'C. Taylor, Outlines of Agricultural Ecoriomics (New York:
The Macmillan Company, 1931), Ch. 27. Clark and Weid,
‘Marketing Agricultural Products in the United States (
New York: .. The Macmillan Company, 1933}, p.23 F.L.

7 . Thomsen,’ Agricultural Marketing (McGraw, 1951), pp.74-77.

R J.C.. Abbott, Marketing Problems and Improvement Programs
(U.N.F.A.0. 1958), PP.- "TU‘QI
Ny
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E QWIth‘gome goods The ihtefmediariEs may have té supply
-servicing and repalr facnlltues.,
Futhenmore the mldd]eman may be taklng a variety
’ .Q¥ rlsks whgch_w:ll be greater or smaller ?ccordlng
to the type of goods he is deallng in and the circum-
stances IHLWh|Ch he is tradlha\ Hg\may run the risk oF

varlatlons in prigce, of changes in, consumer .tastes. and

-feshions of losses_durxng storage,;partlcularly of

perlshable goods anJ'o¥ losses and breakages during trans-«
port The mldd]eman must be compensated for provndlng
all these serV|ces. ' ) T
Who]esalers’end retailers pfoyide the link ‘between_
“ the broducer and the ‘consumer. When the producer and cons-l
umerfare‘hot very far apart, the distribution system may be
f{comparaﬁjyeiy simple; a dLheét eichange;Setweethroducers

and consumers in a Tocal market. When producers, through

W

—.specialisation and the growth of manufacturing industries,

grow (futher apart from cohsumers, both in time and space,

then a more elaborate distribution'network.becomes necessary.’

CHANNELS OF DISTRIBUTION
" As will be demonsﬁrated in later chapters, the Kenya
Nétional Iradihg Corporation has attempted to not only

increase .African particigggion in distribution but in so

doing'heg also attempted to-alter the.channeis of distribution

3

C
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,aﬁd marketlng'structures; The-following sections are an

attempt to descrlbe the channels of d|str|but|on~of bread

:’commodxty grouplngs and selected xtems; Thus analysns is>>
severely handlcapped by lack of adequate data and must
be vrewed only as-an. |nd|cat|on of the dlstrlbutlon
o system prlortto the Kenya Natloﬂal Tradlng Corporatlon.
bﬁ'j:f:.‘. e Channels of dlstr|but|on for dlfferent types of ?;?
iit" goods ‘can take many forms, this is true for the marketlng
; . ‘ system in Kenya as for anywhere else. Goods can be distri-
buted by the manufacturer hlmself or by h|s representatlves'
?f’ ‘ 'through systems of exclu5|ves agencaes ‘of authorlsed
) dealers; they can be dlstrlbuted through wholesaters or - _ -
direct to retailers, or by any combination of the above.
Most of the services dlscussed earl|er .in this chapter have

to be performed at some stage of the dlstr|but|on process

nwhen and hOW'belng;a Functlonvof the commodity and channel.

o -u;Ald these ;:ctﬁrs and many others combine to make the distri-
‘ bution\network an'extremely:complex subjectvfor'analysis.

The problem of the analysns of channels of . dlstrxbutxon'
in Kenya is further complncated because there is no clear- '
cut glstlnctlon between |mporters, wholesalers, sub- whole-’
salers.and retallers. Many importers are also wholesalers

- and very often retailers as well. Only a.few of ‘the largest”
wholesalers do not also séTT\?etall, and almost all sub-

-wholesalers sell goods in reta|l quantltles. Instead of



‘

" laving E'simple channe]'of distribution where“whOIesalers

purchase a]] thelr products from |mporters and” sell all

o thelr produots to retallers one mlght have a channel of

dlstrxbutlon_whlch |ncludes umpcrters wholesalers, sub-
. ! £

-wholesalers and retallers in which some of the good is
i)

|mported bythoiesalers ‘and 56ﬁé\reta|]ed by who]esalers

$

-’and sub who]esalers as well as by retallers.

Produce and Prov15|ons‘ —

N v . . —

*

Much of the demand for provisions is Iocated in .
the towns since this is where the 1arge-maJ0ctty_of'wage

earners are found, “who byy most of thexr food® requlrements
3

for cash rather than grow them themse]ves. in these areas

- where the turnover is consuderable the provisions whole-

Tsa]ers normally se]] direct to,retallers.gg,

T

In~the’ rural areas many of .the retailers buy thelr

. supplles of prov15wons direct from the wholesalers in the

—
towns or. large trading centres.39 However, many retallers

are elther too far from the towns, or their turnover is

too small. These retallers buy in. the local tradlng centre
fromr the sub- wholesalers, who almost invariably are also
selllng retall e.'

.y . - -

38 H.C. G Hawkins, Wholesale and Retail Trade in Tanganlylka,
‘A Study of Dnstrlbutlon ™ East Africa (New York: .
reaerlck A, . Praeger, 1965), P. Il7

'39‘“Ib|d., p. 121,

. . - . - -

C
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ZrThe“sub wholesa]er outsyde the very’ largest towns s

”-‘normally a general store se]llng all types of goods

v Lo
.o the small shops in the surroundlng rura] area.

To glve concrete examples of the varnety of channels .

Y of dlstrlbut|on, three produce/prOVISIons distribution o
] .

channe]s W|ll be descrjbed name/ﬁ\augar malze and potatoes.

e () Sugar Dlstrlbutlon, 1963 . S

“In Kenya, the entlre dlstrlbutlon of sugar was handled

-

by the M|n|stry of Commerce and lndustry Every month

b

the mlnnstry sent out d|rect|ves to the sugar mllls te]llng

~ .’

them how much to shlp to each statlon on the ranl llne. The

Tlenlstry pald each factory for the ~sugar and for the ‘frans-

port charges. The government then sold the sugar at each

raal statlon to a government app01nted sup- agent The “price

was the same to” ‘€ach. sub agent at each pount‘along the rail’

'?é§ﬂ1ne. The sub- agent would then sell ‘to wholsalers or to
government appOInted ]ocal ‘sub- agents.‘ There were. four
governmeqt apponnted main agents who acted as bookkeepers

and collection agents from the sub- agents for the government..

_Wbolesale and retall prlces ‘were fixed by the government .
f‘

but ds’ no elaborate lnspectlon system exusted there was

- no’ guarantee that lega] prlCIng was followed.

- >

40" Ib d.,p. 123. ST T ‘ :
By C.R. Frank:. Jr.,,“The Productlon and Dlstrlbutlon of Sugar
~oiohe i East Africa, "East African Economic Review, December .

'1963 Vol 10 no. 2, pp.. 96=TT0.
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(21' Malze Dlgtrlbutlon 1966 1967 h2

) Maize ﬁZrketlng in Kenya was d:vnded between the
t ,‘government's ‘Maize. and Produce Board and the prlvate traders'
in the markets" With' some exceptlons a]l sales of maize had;
to be made to the Malze and Produce Board. 4Houever, it
haswbeen est1mated ‘that in 1966-67 some 40 percent went to

the Malze and Produce Board with the remaining 60 percent belng

. 1+ )
NN §“‘so]d to provate traders 3 'The marketing board purchased

.fma}ze d|rectly fromrthe Jarge producers and'indirect]y
threugh sub-agents from smaller producers The price' -
pald to small growers was lower than the prlce paid- to
large growers. SN ‘

The typical marketlng sequence for’ prlvate sales of
maize was snmple and direct. Growers carried shelled graln

'y to a local outdoor market and sold dlrect]y to a consumer or

B ;‘to a retail trader for resa]e “to consumers in the same or

o EERE

' a nearby market That the large volume of prlvate trade
—

in maize was predomlnantly Iocal was in part a result

sof the legal restrictions on its transportation and sale.

L7 Vance Q. Alvis, ""The Marketing of Staple Foodstuffs in
Kenya,." African Urban Notes (East Lansing, Michigan:
African Studies Centre, Mlchlgan State Unnversnty, 1970),
Vol. ¥, No.3, pp. 9-11 .

43 Vance Q.,Alvns and Peter E. Temu, Marketing of Selected .
Y. Staple Foodstuffs, (Morgantown: West Virginia Unqversnty,

19687, p. 317 o

it




(3) Potato Marketlng44

The market|ng of potatoes is of interest because

rmof ‘the- Wlde varlety of. channels of d|str|but10n ,employed.

“Productnon ls prlmarlly on small farms’ and co- operat|ve
schemes at al titudes of between 5, 000 and 9,500 feet.’
'Outslde the, |mmed|ate V|C|n1ty of the_ growing ‘areas

potatoes are consumed only by. c1t dwellers. -:_ L

R PR E= 4 Two marketlng networks are dlstlngu15hable "’ one for
‘ -i i rural reta|l markets in potato growing areas and the
w . other ‘for consumers in Nalrobl and Mombasa. Potato . >*
.marke§|ng in rural markets is essentlally the same as
f?ﬁ’ . ‘maize marketlng-ln the same markets. '

The marketlng of potatoes for- urban consumers. is

more complex. Some or all of the follownng agents are

lnvolved in potato dlstrlbutnon farmers co- operatlves,

assemblerﬁtransporters tradetjtransporters, wholesalers,

retallers and consumers. All channels Qf distribution
'o
SEart with farmers and end with consumers. However, there

, is a wille range in.the number and types of. midd]emen
that may be involved. Alvis lists the following seven
channgls as being'the-most‘common:

P

Farmer --- wholesaler --- retailer --- consumer’

: 2 ? o
S . 5o Vance Q. Alvis, "The Marketing of Staple Foodstuffs in

: Kenya, ' African Urban-Notes (East Lansing, Michigan:
Afriegn Studies CentreA Mlchlgan State University, l970),

VVol.'y,”No. 3 pp+--13-1
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_a--assemblef/transborter --- wholesaler --- retailer .
---assembler/transporter - retaller o
.o E I
---co operatlve ----who]esa]er - retan]er
s-=CO- operatlve --- netaller _
4
,---wholesa]er - trader/transporter --~ wholesaler
- . -~- retailer
- : .; - ~ -
&~~-whode§aler'---tradeo7?¥ansporter --- retailer

.l
. . o . s .

-

Hawkins45 reported that in Tanzanla in the early

a*

5|xtxes the brewerles had a fairly extensive network

of their own depots,"from which they supplled aopojnted

distributors.in the vafious districts who had to provide

“ certain 'services such as transportation.46 Tobacco and *

’ c19arette47 dlstrlbutlon was' also hlghly organlzed The

"counbry was lelded into sa]es dlStrthS wnth a company

representatlve in charge of._ each dIStrICt Within each

dlstrxct a hlerarchy of distributors and dealers had been

-“'éstablnshed all wi th caréfu]]y defined areas. . Rigid

-

condlwlons and terms were laid down.

45 H.C.G. Hawkins, Wholesa]e.and Retail Trade in Tanganyika
“ A _Study of Distribution in East Africa (New York

46

47"

Frederick Al Praeger, 1965y, p.oTl.

The -companies that produced and contro]]ed beer and
CIgarette production in Tanzania were the same -
companles that controlled production”and distribu-
tion of beer and cngafetges in Kenya. 1t is there-
fore;probably safe'to assume that the same system
of distribution.existed ‘in Kenya.

Ide., p. 91

3
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Textlle~and C]othlng«Dlstrlbutlon'>e.-

L2

In 1963, most: of Kenya's domestic requnrements of

(Table IP 7)

g

B 2N
-

-

some were manufactured in Kenya

BN . .
N - -
. /\

TABLE 1.7

KENYA‘1963

,-rf

'€=j SOURCES OF SUPPLIES OF TEXTILES AND CLOTHING i

™ textlle and clothlng were |mported |nto Kenya, although -

prxmarlly Nairobi

4

-

4+

Textiles

.~ Clothing,

Total

mK‘E'OOQ

. Kenya Sales

1,370
965 .

-~

Exbort.

.

-~ .. :lmport

365 7,180
1,429' '1,630
]:794_A _8,8]0

-]963, (Nalrobl:

Republlc of Kenya, Census of Industrlal Pfoduetlon,

Government Printer,

1965), pp.h6-51.

This. researcher was unable to find any research on chaj

‘
- hnels of distribution of textiles in Kenya for the early

sixties. However, the channels of distribution in Kenya were

probabty very close to

those in Tanganyika, especially as

. Kenya was'the source of chH of Tanganyika's imports.

Hewkiﬁshsrdis;usseé‘chenneféAef’distribution for textiles

48 H.C. G Hawklns

wholesaTe and Retail Trade in Tanganvyika;

" A Study-of Distribution in East Africa (New York :

rederlck -A. Praeger, -1965) p. /7.
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fﬁn Tanganylka and the fol]ow:ng is based dnrectly upon

h|s ‘work. };,,'.-, e R P =

lmporting -of textlles and clothlng was based Tn

Nalrobl and Mombasa Importlng was mostly open, i.e/

'only a few specxallsed Ilnes remalned as agency lLines with

- £

the. general Fmportzng houses. /Nhere were comparat:vely few

f;x A Iarge lmpor;ers,,but thare were Ilterall; hundreds who * g
»'{ ;lmported in small quant;txes many of them only occasrsn—
@ ' o ' ally lnnorts from Japan were norma]ly made through
) » indentors whlle those from India were more often dlrect
i?ﬁf o T The large |mporters sold partly to othe; wh;lasa]ers 2

- in Naxrobl and Mombasa and part]y to wholesalers ‘and sub- -
wholesa]ers outside these two centres. Often many |inks
»n the dlstrlbutlon chain were omltted,.e g lmporters

-

,land wholesalers SOmetImeS so]d to’ consumers and wholesalers

~somet1mes did theln.qwn |mport;ng. The diagram below shows <;
-thé various possible fqufes*in a éimnlified form.
D ' { C . ’
! . FIGWRE 2
SCHEMATIC "CHANNELS OF DISTRIBUTION OF IMPORTED TEXTILES
"IN TO KENYA IN EARLY SIXTIES‘
I%PORTS

IMPORTERJ




Source “H.C4G.- Haﬁklns Wholesale ahd. Retall Trade in.
“Tanganyika, A" Study of Distribution. in East . ﬁ
‘ Afrlca, (New York Frederlck A. Praeger, ]965)
p75

The distribution of domestica]ly manufactured .
» 4

textlles and clothes was also. complex Manuﬁacturers
d|str|buted thelr products thr”hgh hholesalers ;ubj
whofesalers ‘and . retallers.A Agaln, not alt theseflevels
N were used by a manufacturer to sell all of his product

* The Fo]lowlng F:qure shows the possnble routes.

PO

. . FIGURE .3 2
SCHEMATIC CHANNELS OF DISTRIBUTION OF DOMESTICALLY PRODUCED
TEXTILES ’ -

" B | Manufacture rgs

Consumer

Hardware

Channels of dfétnfbutioh differed as between bulk fast
~ turnover if%ms such as cement and corrugated iron sheets on
the one hand and slow movlﬂg\lines such as builders and ‘

'decorators supplles on the other."*9

*49 ‘H.C.GY Hawklns, wWholesale and Retall Trade in Tanganylka,
A Study of "Distribution . in East Afrlca {New York Fred—
erlck A.’Praeger, 1965), p.79




T'f Two cement Eﬁants exnsted in Kenya in the early
SIxtles Cement was dlstrlbuted by three exgatrlate trading

lnstltutlons- Da]gety (EA) Ltd . Smitthabkenzie, dnd

Baumann (Kenya) Ltd. and the Kenya Farmers Assocnatuon.50
£
Hardware, lronmongery and household ltems were imported
o : S

by elther aggnts \bU|ld|ng and’hardware merchants or general

. -

.

d:P?l éa‘ sundrles |mporters. 0utsnde of Nalrobl “3nd Mombasa there

e .. were scarcely any flrms that specnallsed entlrely in

; S wholesallng or retalllng these llnes. They were normally
"handled as sundries by traders who dealt ih them a}ong

g” w:th*thelr llnes ‘of e|ther piecegoods or prOV|510ns k1

. , Consumers.durahlea, such as hxcycles, radlos‘and;

electr}cal goods,'were~a1moet all imported by agents, often

the Iarge lmportlng houses. fhe importindfheuses’di§tributed :

these goods through thelr branches and appoxnted dlstrlbutors

The dlstrlbutors so]d both retall and on a sub wholesallng <;-

'baSIS to other retallers 22
dn 1960 most wholesaters were based in the 10 major -
cities of Kenya (89 percent) especia]ly Nairobi (45 per-

cent) (Table 11.8).- Not orily did who]esalers base themselves
~

in the larger towns. but. the firms operating out of the major

cities tended to be Iarger than those not operating'from

L ' the major cities.

50 Intervnews With KNTC ‘Pérsonnel.
51 H.CYG. Hawkins, op cit p.80
52 P 80: v -
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: Whls*resulted in 9k percent'of all wholesallng'being
,done by f|rms based in the maJor c:tles and over half

3

of. thls wholesallng was through Nalrobl wholesalers

(Table 11.9).

LXN

) Although most wholesalers _operated from one of the lO
_maJor CltIES the degree to wh+eQ this area concehtration
took placeﬁdlffered between the.-various- types oF commodlty
}?‘_ '$=; wholesaler.. For example over one quarter (26 percent)’
‘np-of all produce."and provrs:ons wholesalers were based in.
. areas other than the main cities (Table 11.8). However,~
;;, N thest wholesalers tended to be smaller than average produce
and prov1snons wholesalers selllng only 7 percent of all
wholesaled produce and prOV|510ns (Table II 9). It is
: p055|ble~that much of the business of these. smaller .

- . wholesalers ‘was retail even though these,flrms were class-

:»“:Ifled as wholesalers for the purposes of the survey. At

is lnteresting to note .that Nairobi.did not dominate whole-
saling of produce- and .provjsions. to anything like the degree
¢ : , v
that it did for textiles and hardware wholesaling (Tables 1.8

and 11, 9)

‘. In 1960, 57 percent of all Kenyan text|le wholesallng

.and 68 percent of all Kenyan hardware wholesallng was done

by flrms based in Nalrobl (Table 11.9). Almost,all the
remaining wholesallng ofcthese two commodlty groupings was

done bf\Flrms in- the other maJor cities.
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TABLE II 8

PERCENTAGES OF WHOLESALE ESTABLISHMENTS ANALYSED BY KlND

OF BUSINESS AND (A)" LOCATION AND (B) AMOUNT OF
S ;f ANNUAL TURNOVER - s '

-

i <. . P

Klnd of ‘ érocerles Téiﬁlle' Build- = Other Total

bus;ness PrOV|§|ons & Soft . ing & = 7
, & . Furnish- Domestic - o

. C ‘.Produqe ing Hardware
Analysis - S -
by . . RN S

o ‘ L PERCENTAGES - N
LOCATION BY AREA. = ° - . .8

" Nairobi Y BT 70 33 45
Nine. main towns, ~ 47 — - 4] 29 52 . hh
(Except Nairobi) "~ =~ . "~ .- o : : .
‘Rest -of Kenya o260 - 5 T 1 - 15 11
: ’ : 100 100 100, ) 100
Actual Number of Firms L g e S .

‘.... L 26k . 343 TS - 398 - 125h4

S AMOUNT OF TURNOVER - ‘ .

1,000 - 24,999 c12 29 23 26 23
-.25,000 -49,399 19 ~ 24 19 28 23
50,000 -99,999 33 21 22 26 25
100,0Q0 - 499,999 26 27 35 16 25
500,000 10 0 -1 4 N
Total 100 100 100 100 100
Actual Number of “‘ o

. Flrms 204 %ﬁS T 249 398" 1254

Source: Republic of Keﬁya, Survey of DIStFlbUthEAAJéGO
(Nalrobl. Government Printer, 1963), Appendlx
- Table 6, p. 57. -




. R “w e L. L8
TR N *'msw 1.9 '
PERCENTAGE OF WHOLESALE ESTABISHMENTS ANALYSED BY KIND ‘
‘fBUSINESS AND:" (A) -LOCATION AND () AMOUNT * -
K A OF ANNUAL TURNOVER
A Kxnﬁbéf Grocerles Textnles_ Bujld- '-Other ;Total
T T busnness Provisions & Soft’  ing & . '~ . . "
o W L et g Produce ‘Furnish-  Domestic
s Ana]ysns T ~ ing _Hardware '
:,by e T S : )
- _ PERCENTAGES _
LOCATON BY.AREA . - : e
Nairobi 37, 57 68 53 L9
Nine ‘main towns . -~ 56, 42 31 - - 737 . b5
(except Nairobi)- .- . .. " R o
Rest of Kenya 7 .1 1. 10 6
Tota] IQO 100 IQQ ] 100, lQO‘
o ‘ - ‘ . e “."L,- =
e Actual turnover . o . o : .
: (Kk'OOO) 64,890 223639~ 22,606 47,652 152,787 <¥
- "““‘ S }
AMOUNT OF TURNOVER
\KE
. ..1,000 - 24,999 1 5 b4 L3 3
125,000 - 49,999 .. 3 12-. 8 10 7
50,000 - 99,999 9. 20 16 . 17 14 -
1007000 -499,999 2L . 63 62 37 39
500,000 .6 0 10 33 37
- -Total - - . 100, T00 T00 T00- T0O
" Actual turnover 64,890 22,639 . 22,606 42,652 152,787 @
1 - . * PR
ke 1000 - e o - |
- Source: ‘Republlc of - Kenya, Survey of Dlstr|but|on 1960, .

. Nairobi: Goveérnment Printer,
Table 7 P. 59.

1963), Appendlx
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o Thereswere l 254»wholesalers d01ng busnness in Kenya

in 1960, 264 were produce and prov15|on wholesalers

343 were tex ile wholesalers and 249 were wholesalés of .
hardware.i However, in other commod|ty grouplngs far-fewer
.wholesalers exnsted, e. g., agrlcultural supplﬂes (9) ¢

and englneerlpg supplles (18)"\qhe three largest of these

e . 27 flrms sold over half of the products of these- atego-l

W Y

el rnes 53 However, in the absence of more dlsaggregated data
Q:, o : lndlcatlng the number of flrms selllng each separate

commod|ty in each geographlc market |t |s lmPOSSlble to

,?gﬁ - analyse further market structures. in Kenya durlng the
. early 1960's. . :.’ . ‘ R
- LIV, SUMMARY

- At Independence the Kenya  government inherited an
" eComomy.that~wa5‘dependent an international .trade. Major

exports were prlmary products such as coffee, tea and sisal.

-Magor imports were secondary products such as investment

goods,‘seml-processed manufactured goods and consumer |tems.

.Europe, especially the U.K., was Kenya's maln tradrng‘m

partner. This pattern of 'trade with the U.K. and éurope
P
contlnued after Independénce partly due to the dom:nance of

v the' largely British owned and controlled trading |nst1tut|ons
o flwhlch conduct much of Kenya's international trade. ’ .
. =

453 Republlc of Kenya, Survey .of Distribution, 1960
(Nalrobl Governmeht Pr(nter, 1963) p.72

B
. - -




“Most of- these manufaqturlng firms- were owned by non-.

e LA . '.,_« . L X . . . . .
G Kenya also |nherated a manufacturing sector that was

.farge re]atlve to manufacturlng sectors of Tanzanla and

“”Uganda. Manufacturers were prlmarlly processors of agrl-

_oultura] prodocts»for both the domestlc market ‘and the in-
4

ternatuona] markex or were. Ffinal- stage processors of
a .
|mported lntermedlate goods fozxﬁhe East Afrlcan market.

- . )
. .

. Africans and in.many cases were subsidiaries of Europeans
. - 'Y . . .

*Firms, " The three major'ganks which helped finance 1nter4 S

national and domestlc trade, as we]l as ]oca] manufacturlng

+ (LT ,4 - e aa

--and agrlcu]ture were also subsndxarles of BrltISh banks.»

. Both the funct!ons_of the domestic marketing "* - . \_L
$ystem and_the channels of distributi8n are complex.
The marketlng functlon is the creation of Form time,

]ace and POSSGSSIOn utility. 0|n order to create“these
utllltles, the marketlng system must provide some if not <;_
-abﬂ of the following servxces, transportlng, storaging and
wareh045|ng, grading and standardlsatlon,‘proce551ng, A

packaging, creation and breaking of bulk, bringing buyers

and ‘sellers together, finahcing, ahd risk'bearing. In

orde: for these serVIces to be performed the lntermedlarles/

performlng them must be compensated. If an lntermedlary
is not performlng a.valid function he will. be by- passed

Channels of dxstrnbﬁ_Toﬁ*ln ‘Kenya are extremely varied.

Not on]y do dlfferent commod:tles have different channels

. P o . -



with différeni'numﬁers‘and types of intermediaries but
4tﬁevsame commodity‘mayvbeijstributed through a variety

““of ChanneTs£56ne channer*may require no intermediaries "

' whereas others ‘may require several .so that commodltles
change hands several tlmes between producer and consumer,
In a S|mple syﬁtem ln WhICh the’\roducer sel]s to Athe

- ... consumer: |n the local market for cash the only marketlng

‘{‘, servnces provuded are transportatlon and brlnglng buyers

&nd. se]]ers together. When producers and consumers ‘are

separated both tempora]]y and spatially severa] leVe1s ‘

of |ntermed|ary may be lnvo]ved ‘each performlng one or
‘;more of the several market:ng services. '

‘ The‘problems and conseouences-of this pattern of

'resource ownershlp and allocatlon dnscussed in the first

part of thns chapter and some of ‘the government development

R

: h.~'programmes de5|gned to allev1ate these problems are the-

subgect matter of chapter 114,

‘

7
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Se D%y CHAPTER 111

-

' GOVERNMENT" PROGRAMMES AND AFRICAN TRADER PROBLEMS

L)L INTRODUGTTON *-

A consequence of this pattern of resouroe allocation
-R

and ownershlp was fhat the |mmr’Fent European and Asnan

groups recelved substantjally greaten Qer caplta_Jncomes_’

_Lthan did. the |nd|genous Afrlcans. Since lnoependence )

the. Kenyan government has expended much effort into -

'creattng new lnstltutlons |ntrodu01ng Afrlcans |nto

pre- eX|stlng lnstltutlons, and transferrlng ownershlp

of resources. However, government efforts to nncrease

African'partiCIpatlon especnal]y in the areas of domest|c

Erade'havelbeen constrained by a number of factors such

tas lack of capltal, skills and éxperience df the part

o B

;{of the individual Afrlcan

*

CONSEQUENCES OF DEVELOPMENT PROCESS

4

One of the consequences of tnjs development process

» .
has been a pattern of resource allocation and ownership

that has not been in the best interests of the brasd mass

Jof Kenyan citizens. The rewards of growth, at the timé of

Wlndependenog, largely accrigd o the immigrant Asian and

N

. ﬁurooean<group with Tittle accruing to_tne'indigenous pop-

ulation.’ .



ok

at K- L 656 0 per annum.

. -

productlon and the types of prod”tts that were belng |mported

PN -
.

-

Te. _the

'anClng were almost completely owned by non-Kenyans; often'

. e ’53

.o

Fon-unstance yin 1955 Afrlcan per capita income was put
at K h 9.9 per annum; A5|an per capita lncome %as put

A gt K & 170.0% per annum, and; European per caplta was put’

54 55 The result of this skewed

&

lncome dlstrlbutlon is reflected |n the nature of domestic

As po;nted out earller, at the- tlme of Independence

instltutlons lnvo]ved in trade, manufactur|ng and fin-

-

‘controlled from outsnde of Kéenya. With" the coming of

polfticai lndependence was there anythlng lnherent }ﬁ

L . the

"make thém more responsivé to the needs of the board

no..

nature of these.lnetltut|ons:that was likely to -

'mass‘of Kenyans? The answer to this questﬁdn’was probably.

= N

v »
[N L ey

A Given a comp]etely free hand " the most probab]e path

Qf“growth would have- been that the foreign tradlng firms

and

the forelgn manufacturing firms would have continued

to invest in those businesses they knew best and for which

current markets existed. This would have resulted in

Il

5E

M.W. Foerrester, Kenya’deay, Social Prerequisites for

Economic Developnignt, (Gravenhage: Mouton and Co.,

T962), P A5 ..

Estimates of_ this nature-are difficult to make. How-
ever, even if the estimgte of African.per capita
income-was off by a factor of 3 or & data would still
indicate racial income imbalances.

e
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gwould possibly have resulted in the necessity to import’

food stuffs,- - /‘\ L E "‘_1"2 ‘}ulﬁ

57 ibid.

o 54

incredsed. investment in the production and initial pro-
o S e : > RS T .

-

5cessing of’primary products for export and the ]ikeiy

5

R

"ﬁlncreased |gyestment in ioca] production, Iargely iuxury

S

consumer i tems.
It has been argued56 that the unbrldled‘expan510n
of the export enclaye given th Iikeiwhooduof further

declines lnethe terms of. trade, wouid havey resulted in ¢

':more and more land havnng to be used for the grownng of

export'crpps. ThlS, together with the grow:ng population,

.1t has further been argued57 that private- investment

“in manufacturrng wou]d haye been largely directed to

producing iuxury goods such as cigarettes beverages and’

_radlos, would have been dependent on lmported parts and

'?materlais, and would -have tended to be capltal lnten51ve.‘r‘

. 'Anotheg consequence of this development process was
tne conspicxous dominance of Asians in domestic distribu-
tion. African consumers and traders feared they were
being exploited by the Asian traders. "Part of this fear
may have stemmed from an inadequate understanding of the role

of middiemen and the services prov1ded by them.

However to some extent this fear of explontatlon may

'56 AnnW. Seldman, Comparative Deveiopment Strategies in

~East Africa, (Nairobi : East African Publishlng House,
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oy

a

Alhave been Jmstlfled because of the close connectlon

'between produce tradlng and dlstrlbutlve tradlng ThIS

connection™ between produce trading and dlstrlbutlve tradlng

enabled traders to sell goods on credit to growers

-agalnst dellvery of crops n ltse]f thlS produce may
~not have been undesxrable but’ﬁf\was certalnly one that

was open to “abuse. For lnstance, lf the trader ‘was - both

buylng and also retalllng manufactured goods it gave him

more’ fodm to manasvre and to |ndulge |n sharp practlces

"He could give the appearance of maknng a generous offer

- e

*.on one ha]f of, the deal, while making a very ]arge

profit out of the other ha]f 58 This problem of imonopoly/-

'monopsony in rural areas has been encountered in other parts

-of the.wor]d 29 . ' . -

TS (s

_'53 H.- C.G. Hawkins, ﬂholesale and Re anl Trade in Tanganyika,

'Study of Distribution in East Africa, (New York:

—- . Frederick A. Praeger,- 1965) pp. 99- ]03

{

59 C.R. Wharton, Jr., " Marketlng, Merchandising, and
Moneylending: A note on Middlemen Monopsony in
Malaya," The Malayan Economic Review, Vo. VII,

‘No. 2, Oct. 1962, pp. 24-Lk and David W. Ames, "The
Rural ‘Wolof of.the Gambia," Markets in Afrxca,
P. 52; Vernon R. Dorjahn, "African Traders in
- Central Sierra Leone .in Bohannan and Dalton (EDS)
".Markets .in Africa, (Evanston |llinois: Northwestern
University Press 1965) pp. 75-79 S

C
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» 111.™ GOVERNMENT PROGRAMMES
The Kenyan Government has intiated mapy-schemes
sincevlndépendencevdeetgnedlto [ntroddce a greater

number of Africans into existing nstltutlons, to give
Afrtcans greater ownershlp of exlstnng resources, and to
g )
" make the fQ;elgn owned lnstxf\txons more responsnve to

Kenyals development needs. A number of* these schemesg_' e

'.both trade and non- trade are summarised.in the follow}ng.

o-

Tparagraphs in order to “outline the ‘major thrust of

Government+s post Independence development efforts.

4

NON TRADE PROGRAMMES B T | .
w~# . The Kenyan Government has reJected Natnona]nsat|on ‘as
a means of contro]]|ng productlve resources. in fact,_it
t‘goes further “and gsserts its. bellefs ‘that ownershlp is
“hot necessary for control . - we 4 <:“

: ' Under African Socialism the power to control re-

—.f  source use resides with the State. To imagine, how-
ever, that the use of resources can only be control led
through the'ir ownérship or that the appropriate owner-
ship will guarantee the proper use of productive assets
are errors of great magnitude. "Ownership cap be abused
whether private or public -and ways must be found to
control resource use‘in either case. African Socialism

smust rely on planning to determine the appropriate
uses of productive resources on a range of controls to
ensure that plans are carried out.

A goal of most post Indenpendence programmés, ttfade'

and non trade alike, has been to increase African participation
‘ L )

o ' -

60“‘Republlc of Kenya, Mlnlstry for Economlc Planning and
Development, African Socialism and .its Application . .

to Planning :n Kenya (Nairobi : Government Printer, 1965),

ST




'board of dlreCtors.,

- . - . : 57

EN

L L e o .
dnd entrepreneurship without attempting major changes

‘to the fundamertal inherited _structure. In.addition
the‘Kenyanggeyernment hae“attemptedfto'make the foreign

owned firms more. responsive to Kenya's needs by obtaining .

-a say in the runnlng of these busnnesses by buynng some

of the- stockqand/or haV|ng Af’ﬁE@ns apponnted on to the

-l , s
: -

" To thls end the Kenya Govenmert has set up a number
\ ; .

of lnstltutlons to probfde finance for deveiopment'projects'r

in various fields. The plan is that these bodies will

+

+-.lend money and aecept risks where the private capitalist is

’

not prepared to put his money as the level of profit is too
"Tow. Perhaps of greatest |nterest is the lndustrlal and

?Cdmmercla] Development Corporation (ICDC)

The‘JCDé under the Mlnlstry of Commerce and

'Industry, has undertaken a wxde range of operations,

wﬁth particular empha5|s on the financing of viable African
run enterprises. ‘

The ICDC has equity .in many predominantly foreign
owned firms thus obtaining a direet say in the operation
of'gnese-companies.< However, most of its meney has been in-
vested in Government sehemesvsuch as the Development‘
Finance Company of Kenya Ltd., the Kenya National Trading

Corpora£i9n, the Kenya NasznaJ Properties gtd., the

'Kenya Industrial Estates Ltd., -and advances to the Small

Industries Revo]ﬁng Loans Fund (fable_{l{.-l)f



I 2 7” TABLE T 1 - .
' ICDC INVESTMENTS FOR THE_ YEAR: ENDING. 30TH JUNE 1967

w!’“

CEPR .
RS

;INDUSTRY' R Kk

East Afrlca lndustrles Ltd - ¢ 74 3]0
-, Block .Hotels Ltd. T 90,625
- ‘Pevelopment “Findnce" Company Kenya Ltd ' 500,000
Kenya Natianal Tradlng Corpora lon 10,000
Kenya Canner Ltd,. “ N g 36 000 A .
E.A. Packaglng Industries Ltd. - . ‘ . 35,000 T .~ >
- Pulp and Paper Company of E.A, Ltd. : 20, 1480
- African- Diatomite Industries Ltd L1 873
.. Lake Baringo Fisheries— . ' - 12,000
“Unfon Carbide Kenva Ltd. © 52,500
KDC Investment Co-Ltd. . o ) 27,265 -
Kenya National Properties ‘Ltd. _ - 83 260
- Kernya Industrial Estates Ltd. R 8 & LN
Advances to .Small lndustrles Revolv:ng 156,147
_Loan Funds . . .. _
Other investments® - . , © 25,313
Total .- : . o - L -1,171,888

i e‘Souree ICDC Report.and Accounts. for “the.year. 1966/67
»Industrial” investments each of which were less than

KB TO0,000 L ‘ <i,

’ The Development F|nance Company was estab]nshed

M
to prOVIde blgger Toans to private companies than envxsnoned

for the ICDC. At the end of 1967, the DFC, with the aid
of loans from Commonwealth, West German and Dutch devel-
qopment sources, had made loans in excess of K £ 1.8
~million to private inouétry'in Kenyar6]

o The«Kenya‘National'Properties Ltd. was establishedt'

in 1967”to‘acquire and gwye\op vacant p]oté Tn main

'él lndUstrlal -and _ Commercxal Development Corporatnon,
Annua] Report and Accounts 1968/69, p. 11.

. . . -



buslness areas, t0~develop new shopplng centres in the
ha \\1

“.Jmaln tradlng areas -and’ to purchase exnstlng bunldlngs

“€and leases suntable for redeveprment The acqu15|t|on

constructlon and development oF eX|st|ng premlses .and

new shopplng centres is undertaken W|th a view to leasnng

themaout to Afrlcan busnnessmen.62 N = ) . ‘
Durnng the 13i6/74 development plan perlod the Kenya Nat- T

_ﬂd';}‘. '$=|onal Propertles Ltd |s scheduled ‘to obtain. from the '

} ' Kenyan Governmentra planned Kt 1.5 millions. 63

o

The Kenya Industrial Estates Ltd., a wholly- owned
subsudnary of. the |CDC, was incorporated. durlng 195%/8.-~
R ThIS Company is to carry out a programme, aimed at the
o eatabllshment of Industrlal Estates in Nairobi, Nakuru,
Eldoret Kisumu and Mombasa The principal obJectlve of
e thlS 5$ogramme |s to prOV|de well planned factory premlses

at ‘resonable” rents to. Afrncan ‘entrepreneurs |nterested

T in sebtlng up small and medluméscale industries.” This
— :

project, like many others, aims at diffusion of economic
A i . . '
‘prosperity, promotion of entrepreneurial ability and
—provision of -investment opportunities to Africans with

Vimited capital. 64

-62,'Ib|d s Pe9

63 Republic ,of Kenya, Development Plan 1970- l974 (Nairobl:
--Government Printer, 1969), p. 426.

64 Industrlal and Commercial Development Corporatlon,
AnnualvReport -and Accounts l968/9 PP 7
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in the flrst few: years after Independence the .

‘ Government concentrated its agrlcultural deveFopment efforts

won land resett]ement schemes.65 Towards the end of the
1960'srmore effort was placed on agrlcultural market;ng

lncJudlng lncreased emphas:s oh agrlcultural marketlng

~ -~ e

co- operatlveswand a re- evaluat’ﬁ\\of the ro]e of .the many

IS (S
-

’9;‘: g produce marketlng boards.

| PTRA_DE..PRQGRAMMES" e
(a) Agricultural Marketing Co-opératives
fﬁg _ 5 *Perhaps the most significant efforts made by EiEE )
three East African Goverhments .to alter the inherited
-pattern of trading institutions were those desjigned
“to accelerate the part:cnpaglon by African peasants -
in marketing co-operatives., 67 :
. ,Marketlng co- operatlves were not new to Kenya at- the
#- ‘tlme “of Independence. Prlor to” Worild War Il European

=¢sett1ers had organlsed |nto co- operatlves to advance their

In the POSt war per:od,‘after the Labour Party came into

office, the British Colonial Administration began to actively

65 Eepublic of Kenya, Development Plan.1970-1974 (Nairobi:
‘ overnment-Printer, 1970), pp. 191-283. -

66 .Except where otherwise cited this section is-based on

~information contained in Ann W. Seidman, Comparative

o . i . -Developnient Strategies in East Africa, (Napirobi: East
e : . African PubTishing House, 1977}, Other~significant
changes include expanded~market|ng board activities

and the’ creatlon of state tradlng corporatlons.

67 Lbid.,Cho VI, ’

.




foster-the organnsa;:on of Afr:can cash crop Farms into

Ccon operatlves societles. By 1962 there were 640 co-

operat|ves soc1et|es, of Wthh 600 were Afrlcan.A However,

-

in. 1960 .of a total turnover of K h 18 millions, less
‘f KE& mllllons, a lltt]e over'ZO.percent, came from
AfrPcan pfoduéergfl"~' o e U
By ]968 there were;about 900 registeyred and actlve_ R
.co- operatlve socnetnes. - The maJorlty, over- 700 were :
- agrlcutural SOClEtleS.‘QB* Most of these agrlcu]tural
_socnetles were involved primarily in market|ng and_pro-’
éﬁ,» R ce55|ng their.member's produce, especially coffee; pyre=
. thrum and da:ry produce . Some of the societies a]so_per- -
formed other services for ‘their members, including the )
supp]y of farm requ15|tes, such as fertilisers, and sprays"

69

o and the prOV|510n of . short term»credlt

) A number of problems have emerged with the co- operatlve <¥

movement in Kenya. °Too often the co-operatives’ have been

poorly managed with numerous cases of fraud and dishonesty |

)

¢
or favouritism to commlttee members being reported. Due ..
to poor management*many of..the marketing societies have
" been @aylng members too ]ow a proportion of the proceeds

realised From products sold Just as important,  inefficient

68 Republlc:of Kenya, Development Plan 1970 1974 (Nairobi :
Government Printer, 1969), p.2/6. :
69 " For further reading onhthe\structure of marketing co-
operatlves and their problems see Ann W. Seidman,
Comparative. Development Strategies in East Africa,
CH. . VIII.

. . . e 14
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sogietiesthavg -not Bben:abfe,to perform certain v;;hable
70

'fungtions -such as.the snpply of credit, for their members.

. Probabiy the mos.t lmportant factors contrlbutxng

to the |neff|c1ent management of soc1et|es have been the

' tack of~understand1ng of-bu5|ness-pr|nc1ples on the part
of c;-operatlve commlttee membef“\end staff ‘and fhe inability
= 3“5'“¢ O unW|Il|ngness of - socuetles to Hire experlenced staff v_"- h
‘~:\, m_af_competltlve ;alarles. These problems are not unique

- I to“Kenyan - co- operatlves.7L In Tanzama,‘72 fypica] farmer

'complalnts about marketlng co- operatlves included; dow
zﬁ’ ‘ prices pald to farmers, corrupt runnlng of co- operatlves,
and mismanagement of operating functions such as wergh1ng'

and grading, - o L .

‘ e 70. Republlc of Kenya, Development Pian 1970 1974 (Nalrobn:
: v Government Printer, T969), pp. 276-2777 ,

° B T

';;§§571 M.P. eracle and Ann Seldman "Agrlcultural Cooperatlves

) and Quasi-Cooperatives in Ghana, 1951-1965, -M'Land Tenure

ﬂCehtre Paper No. 47, University of W|sconS|n (1968).
M.P. Miracle, "An Evaluation of Attempts to Introduce Co-
opeqetlves and Quasi-Cooperatives in Tropical Africa-

» as Reflected Mainly in the Experience of the |[vory Coast,
Ghana, and Zambia, "in Kurt Anchel, et al (EDS),
Adaptlng,Cogperatlves and Quasn-Cooperatlves to the
Market Structures and Conditions of Underdeveloped
Apeas (New York, 1969).

72 United Republlc of TanZanla, Report of the Presidential
Special Committee of Enquiry Tnto Co-operative Move-
ments and:- Marketing Boards, (Dar es Salaam: Government

. Printer,.19667), pp. 3-4 as ‘cited in Ann W. Seidman;
. Comparative Development Strategies for East Afrlca,
(Nairobi: East Africam Publishing House, 197T]).

R
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In“Uganda, the problems encountered by co- operatlves

R I

“in the mld S|xt|es lncluded 73. lack of skilled manage-

'.,ment and confllcts between managers and commuttee members,

concern of members with polltlcar matters instead of economic

_‘|ssues, mnsmanagement of funds, Ioss of members'. ]oyalty

[

as a-result of lnadequacy of flnanc1al benef|ts and servnces,

and the ]ack of member educatlon as to the value of the

Aﬁﬁo operatnve_socxetles._

. (b) Market itig Boards ~7*

Slnce |ndependence, Kenya has |n|t|ated or continued
.- to. support a number of statuary marketnng boards to hand]e
‘agrlcultural products both for export and domestnc con-
.sumptjon. They have been established to provide government
supported channels for marketing'agriculturafiproducts
‘and provudlng stable producer pruces Amohg the flrst
,! oards establlshed in Kenya wererthose set up by Kenya
caffee and pyrethrum producers durlng the Great Depressnon
prlor to Morld War' 1T. However, most of the marketing

boards for handling export crops were estab]nshed by the

;Brltlsh during or after WOr]d War I1.
r,;

73. 0. Okereke, The Strength and Weaknesses of Co _peratlves

Movement in Uganda, cited by Ann W. Seldman, op. cit.

74 . Except where otherwise cited this sectlon is based on

: information presented in Anh.W. Seidman, Com aratlve
Development Strategies, imEast Africa, (NaTrebi:
Fast African Publishing House, 1971). Ch. ‘VilI.

ey
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«~ The marketing boards handling Kenya export crops
BRI E ~ S = .

3,§n‘the immediate-post-]ndependénce period era répresented

., a vgrietyﬁgffintere§ts“andjfuﬁctioﬁed;in‘difﬁéﬁéﬁf ways.

T )

Thé Teé?Board of Keh?a'dbes not market tea at all. Rather,

it.informs tea growers of government- policy,exercises
. RS T : [

control over the planting of tea, and manufacturing

R N

. Ly PR . N .
factories, has power to, regulate methods,: and is.concerned -

o ~ Prier toij967, fwb:boards operated in the coffee

.inaustry. The Coffee Board of Kenya, with a majotity,of-f

»

producer-elected representatives, was responsible.for policy

in the pfoduct?oﬁ side of. the industry. It'licenced all

) pofféé,planters; finéncéﬂ the Coffee Research services and -

A;arried out other functions. The Kenya'Cfoee Marketing

. Board had a monopol y qmpowerfng_ftdtd ‘Rgigbaselthe entire

ffkéﬁ}a céf?éé‘crop..»The two boards were amaigamétéd:in

i 219673to form‘the~Kenya»prfee'and_Mqueting Board. The

—W

crop is brought to the‘ma}ket through various agents of

4
* whom the largest is the Kenya Planters' Co-operative Union,

a producers co-operative which owns the mills in Nairobi thr-

ough~which the majority of the crop is graded and processed.76

and

The'Pyrethrum.Board'contrde production of pyrethrum,

~the Pyrethrum Marketng Board controls its marketjng.

75

76

National Christian Council of Kenya, Who Controls In-

dustry in.Ken%a (Nairobi :>East African PubTishing House,
9 f’PP. ;23"" e . t- . ‘
“lbid;, pp. 18-19 ’ '
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The Pyrethrum Marketéng Board owned 58 percent of the
shares in the Pyrethrum Process:ng Company of Kenya Ltd.,

r_whlch owns tne only operatlve factory |n Kenya, processnng
the. whole of'Kenya's crop as a contractor ‘of . the marketlng
board 7?" ‘ _ . ‘.

"e At least 19 other marketln 'boards existed jn 1966
handling sucm dlverse commodltles as wheat,~ma|ze, cotton ;
§=ﬁ|nt and Seed -sisal, anlmal and dairy products, cannlng :
crops, and hortlcu]tura1 t:ops.78 Many of these boards
were concerned with the marketing of domestioal]y.consumed'“
products The role. usually envisaged for-tnese boards was
to ensure a steady supply of foodstuffs to growung urban
©areas at reasonable praces and to ensure adequate prices
to farmers FQ‘pFOVIde incentives for expanded food pro-,
ddction %or tne market.n Many df»these-boagds.werendominated
3'By”farmer.and’7or processing‘iﬁterests and it'has”only been
' SInie i{ndependence that Government has been repréesented on

many of them.
4

(c) Trade Licensing Act

¥

The major piece of leaisfation enacted to assist
- : o
Africanisation of distributive trading is the Trade Licensing

Act (1967). 79 The Act has provided fqr the specnflcatlon of
77" 15T P. 35 ’

78 Kenya Colony and Protectorate, Commlttee on ‘the Organiza-
tion Of Agriculture, Report: (Nairobi: Govetnment Printer,
1960). - : :

79 Republic of Kenya, "The Trade. Licensing Act 1967, "Kenya
Gazette (Nairobi: Government Printer . 1967),- Cap. 33
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areas‘of cities, muQicipaIFties and townshibs as géneral

2 e

tradlng areas where both cutlzen and non-citizen busnnessmen

..can be llcenced to operate onTy c1t|zens are authorlzed to

‘.'-.-,

own. busunesses in areas outsnde “the’ general trading areas.

It would'appear, on the basus of conversatlons with l|cen51ng

»-

offrters “that when“Prcenslng busrnesses |n-general trading
areas an effqrt is made to lntroduce Aercan busnnessmen :

RS ~€=|n these areas which’ have, in the past been~almost

exclusnvely non- Afrlcan., -
The Act further empowers the Government to declare e

- . specifoc items as goods which can be marketed,only,by
: Kenyan citizens.” As;of-January 1, I970 the foIIOW|ng

.,goods were included ifi’ thus schedule maize and maize
meal 'sugar, charcoal rice, fresh vegetables biscuits,

o ghee and ghee products, cotton drlll and’ twill, seCond

'”hand c]oth@ soap, matches,'sweets salt, khangas (prlnted
cotton squares worn by women, normally bought in palrs
one“to be wrapped_around the body, the other over the head),
‘grey cloth, cement, beans and peas, potatoes, corrugated
iron sheets, barbed wire, nails, cigarettes, kerosene,
. ﬂonionsy,millets, edibTeloﬁ1s, meat,‘soft’drlnks, detergents,
. dryf;ell_batteries, charcoal irons, cooking pans, second- .
'handﬁgunny bags, blankets, bui1ding 1ime, galvanized plain
: B Fentnng wire, bicycles and*bLgxcle spare parts, hinges,

" screws, metal beds, shovels, hoes and forks, axes and pangas




(a typerf hand axe),,pad]ocks, lanterns, torches (flash-

g

v
llghts) shoes and sandaTs, metal doors and W|ndows sand~

fpaper and emery paper, mllk groundnuts (peanuts),‘ ,a.
"1 leaves and co%fee.

. FTewalrlty 1Sfbuilt into the syscem by g(?"tiﬂg‘
.excénsiVe‘discretronary ooner;fo.the-oﬁfrcersgresppnsible
80 - '

: for grantlng Llcences. e : . ﬁJ;,_,,l ~t~ S
_”f L3S I (€=. 70y A person may make "an application for a l:cence

el in' the. prescrlbed manner, and the llcen5|ng
' ' . offlcer may -t - .

a) grant a llcence accordlngly, either without -
conditions or subject to such conditions
S - . as_he may think flt or refuse. to grant -

:-‘fﬁ’ e a, llcence,,'u-

.- b) where ‘he decndes to grant a licence: ahd’
. Ce the applicant. is not a citizen of Kenya,
¥ o _ grant authority in the licence for the’

. . purposes of section 5 (2) of the Act,
. Tmlor refuse to grant such authorlty.

e

5 and

o o L . .
S L = 5(2) After the’ apponnted day, no person who is not’
I - S a citizen of Kenya shall conduct a busnness—
— -

~a) in any place whlch is not a general busuness
\ " aréa, ’

b) in any specified goods, unless his licence
specifically authorisesihim to 'do so.

kt would appear that the underlining philosophy of
_ most government programmes de5|gned to increase Afrncan.
entrepreneurshlp and part|c1pat|0n in manufacturlng and |

- commerce is that lack of resources, both human and flnanC|al
u—/“\

80 Repub]fe“of Kenya, “The Trade' Licensing Act® }967 "Kenya
Gazette (Nairobi: Government Prlnter, 1967), Cap. 33,
PP 375 327..

.
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_ are<the major gonstrdints to-increased African involvement.

'fhis“wouldiexPlain the use bf development funds to.provide

: "bhySECEI'ena'ﬁﬁnepcialfgapitel throughfgueh Schemes as- the
;?* o ' - _Kenyé-lndqst%iel Estates Ltd., the Kenya National Propert-
: &

ies Ltd.; and the many loan and credit'echemes.q]

'It wou]d also explaln the m”ny busxness management

s

.25_M¢' L schemes and tfaining Gourses that have: been lnltxated since

H?;', $Tndependence. Ameng the~more important tra|n|ng programmes

. \ are “those operated by the‘hinagement fraining.and Advisory -

Centre, the Managemenf Division of the lCDC,,courses~oFfere&

- by. the gxtra-Mhra} Departﬁent of1pniversitf'to1Tege‘ena,tne

. many agcjcu!tural_extensioneSchemes.
V.- PROBLEMS OF AFRICAN TRADERS ‘
g . Those familiar with both East and West Afrnca have n‘

_often.commented on how few Africans“in the East engage
T succes3fully in.commercé. In West Africa nearly .

everyone engages in trade, be they full-time

. traders, farmers, clerks -or laborers. By contrast,

.. East Africa seems largely devoid of what Adam Smith
described as "man's natural propensity to truck,
ba(ter traffic¢ and exchange." Much of the Comme rce

) left to |ndians, .

81 Soﬁe of -the more important schemes inciude the |CDC
- loans to businesses with monthly turnovers in excess,
of K & 500; the District Trade Development Joint Loan
Boards loans to businesses with monthly turnovers of
. “less than K £ 500; the Agricultural Finance Corporation;
. < the Agricultural Deve]opment Corporation”and the Cereals
g » and ~Sugar Flnance Corporation.
s fa
: -82 A B. Mukwaya Hihe - Mé@ketlng of Staple- Foods in Kampala,
- - Uganda, "in Bohannon and Dalton (EDS) Markets in Africa
'(Evgﬂston IMlipois: Northwestern University Press, 1965),
P 3. iy i
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The aim of the funa] sectlon of this: chapter is to

“ . . ©

dISCUSS some of the- factors that may have prevented Africans

‘.,from playlng a more domunant roTe ‘in trade espec:ally whole~

K ;

sallng and nmportlng Trade tooR place in Eastern Africa
long before the ‘arrival of Europeans ~In Northern Tan-

zanla:thls trade. was mostly in agrlcultural goods but

there was some trade-xn manufactured goods ,such as cloth, ;

<

T lfﬁronware,'utedsils'and ‘tools.” This trade was conducted

‘ i ’ 1ardely with‘the surroundjng Masai pastora]ists?3 In the
copperbelt, in addition to trade in s]aves and ivorx,;there~'
was trade in salt, iron and iron goods; goats'and goat
sh}ns honey and ‘beeswax. Traders came not only from the

-vsurroundlng Afrlcan klngdoms but from both the East
and West Afrlcan coasts and from some 800 mlles to the
P north and" p055|bly as far south 84 ) "~;3', .

Afterbthe |ntroduct|on oﬁwcolonlal rule, Afr|cans

“were unable to wnthstand the competition of Asians and
Euro;eans. As the volume of trade grew, the numbers of
non-Afridans were augmented, and those who had come earlier
and had accumulated capital expanded. the range of their

_activities so as to secure and maintain a virtual monopoly

‘in foreign trade.

83 <P.M. Gu]llver "The Evolution of Arusha Trade, Win Boh-
annon .and Dalton (EDS) Markets in Africa (Evanston,
i11linois;. Northwestern U‘]véTsnty Press, 962), PP. 431~

' T 456, ™~ L
" 84 M.P, Miracle, "African Markets and Trade in the Copper-
belt; " in Bohannon and Dalton (EDS) Markets .in Africa,

(Evanston, 11Tincis: Northwestern University Press, 1962),

pp;f698-738.
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Pd%sibletAfrﬁtan co%peﬁition was reduced by the use of
the licensing. power of government to grant licences to
“only a compghativelthewﬁAﬁrieans and’ to-set fees above

the ‘ability of most Africans to .péy.s__s. -

I't is probab[y that Asfians have been able to maintain
their domxnant,pOSItlon for seifral reasons. erac]e in

dlscu55|ng the role of Syrians and’ Lebanese in the trade

.lof the Ivory Coast wrote

The Syrlans and Lebanese have galned and held ‘their
~dominant position by- (1) knowing African tastes better -

than their European competitors - they mix ‘more with
Africams and.learn. theiF languages; (2) extendqng .credit to -
‘Africans as European firms usually do not; (3) working ’
longer hours; (h) operating in isolated communltaes

lacking amenities Europeans consider essential; and (5)
‘reportedly.by their skill negotiation, sometimes supported
by collusion. The Syrians and Lebanese compete successfully
with Africans mainly because of greater experience in book-
keep|ng and’ store management and greater access to capital.

N In .any commun:ty “the Iarge proportlon of stores owned
Aby Syrians®and Lebanese usualTy practice tacit if not overt
collusion because of their economic and social solidarity
hencerobligopolisti¢c behaviour arises with a éarger number
efvsellers than would be ‘expected otherwise.8

The samg argument would apply equally well to the Asians
in East Africa.. Other writers have also commented on the

difficulties of Africans to commence in retail trade in the
e

85 .M. Katzin, "The Role of the Small Entrepreneur! in
s Herskovits and Harwitz (EDS) Economic Transition in

Africa, Evanston, |1linois: Northwestern University,
196T-pp. 181-182 — :

-

e . R ..

"~ 86 M.P. Miracle, "The Economy of the Ivory Coast," in P,
) Robson and D. Lury (EDS) The Economics of Afrnca
(Northwestern-University Press. 1969) p. 230
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Fface of ;troﬁg*prejbdice'oﬁ the part of Asians against

87

supplying African retailers.%/ A . =

- Lo
S

cAPITAL . - e

It is often voiced, both in the public sector and the

private sector off&enya; that lack of~capital is, a major

problem to thg'aspfffng African qfader. . Two poténtial.

o . ﬁa‘sources_of,eapitdl exist, non-institutional -sources and

3

‘j;ngtitutionar sq&rces.'NOprinstitutional sburqes of cépipal

_include private savings, moneylenders and trade credit © -

and

imstitutional sources include the commercial:bahks and

government backéd credlt and loan schemes.

1t might be assumed that because most . Afrlcans have

small |ncomes, personal‘seylngs will not be . a substantjal

. i . 1 -, T
o source of capital to run a business, However, a number

‘f@feWFiteEsWHeVe shown that inWest. Africa eseeciélfy in

Ghanarand Nigeria as a generar'rule most traders with
—

substantial assets _had started with relatively small

{
* amounts of savings and had gradually built up their position

by re-investment of earnings.

e

87

W.T. Newlyn and'D.C”eRéwan, Money and Banking in

. British Colonial Africa, (Oxford:University Press,

T954) p-, 17- : | S

P.T.Bauer, West African Trade (London,ml954) pp. 30-31
and P.C. Garlick, African fraders in Kumasi, (Accra: Af-
rican~Business Serles No. l; 1959), PP. 29-30.
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Ind|V|dua] savnngs may be small but comblned wlth

"other peoples savnngs may be substantnal enough for” many

tradlng ventures One such technlque of poollng resources
is the rotatlng credlt assocuatlon such as the ‘esusu of the’r
; " Yoruba or-the meetlng of the ibo. The basic prbnc1ple upon
Wthhathe rotating credlt assocuatlon is founded is every-
- where the same a Iump sum fund e;mbosed of, fixed contrlbutlonsa
$From each member oﬁ the* aSSOC|at|on is dlstrlbuted, at flxed V
|ntervals and as a whole to_each member of the assocnatlon
|n turn.89 A variant of this basnc theme is that |nd|v1duaL5

in tunnjhave the right to.-borrow a part of {hIS_fUﬂduat

len'interest rates for periocds up to three months. 20 Leaky

found the same prlnCIpIe fo]lowed among the Kikuyu of
) Kenya. The maln use of the funds was for educatlon rather
than comméree, 9] | oL 7f ."‘
7 Flnance from Ioca] commercwal banks plays a much
“bigger cole proportlonately‘ln produce marketing than in
digtﬁibutive trading. o '

4
¥

- .

89 C. Geertz, "The Rotating Credit Association: A 'Middle
Rung! in Development", Economic Development and Cultural
Change, Vol. 1, No. 3 (T962].

90 Margaret Katzin, "The Role of the Small Entrepreneur,“
in Herskovitz and Herowitz (EDS), Economic Transition
|n Africa, (Evanston, |1linois: Northwestern§Un|verS|ty

Press, 1964}, pp. 191-192.

91 ,L S.B..Leaky, "The Economics of Kikuyu Life", East
frlcan Economic Review, VoI 3, 1956 p. 180" 'see also
Arderer., '"The, Comparative. Study of Rotating Credit
Assocnatlons", Journal of the Royal. Anthropological '
- Institute, Vol. 94 (T964) pp. 201-228; D.G. Norvell
and J.S. Wehrly, A Rotating Credit Assoc1at|on in
“the Dominican Republlc " Caribbean Studies Vol. 9 No. 1
*APFI] 1969 }




-heaV|]y-dependent on credit from thelr respective supp]ners.

. to obtaln credlt from his suppllens.

o)
.

73

Credit: fpom overseas suppllers, from conflrmlng houses and

hd e

ST e

"from overseas head offlces is the major source of fnnance
tto_the trade._ Much of the Flnance f rom abroad and the

succesS|ve who]esalers, sub who]esalers and retailers are

92

Tt is'freqdentT9 saiduin"Kenya that the who]esa]ers

‘and sub-~ wholesaJers dlscrlmlnate agalnst Afr;can retailers

(Fn‘the matter, of giving credlt However, most -wholesalers

woquAbe re]uptant_to*grant‘gredtt.to a retailer of what-

eyef race - European, Asian or African if the retailer S

is not krown to. him or if the wholesaler considens the .-

v

retaller not credit worthy It is reasonablie to assume

that any retaller who has done business on a cash bas;s for

-some t:me and proved hlmself rellable is much more likely

t
.

A However%-the above: argument*notwlthstandlng, if‘is also
o;obablygsafe to assume tha;AASIan wholesalers are more
IjEETi to extend credit to.an-Asian since the wholesaler is
likely to &ngh more about the financial and family back-
ground.of the Asian retailer, and therefore can ‘more easily

judge his credit worthiness. Perhaps more important, if

the Asian reatiler deFad]ts; the wholesaler can bring~

'92’ H.C.G. Hawklns, Wholesa]e and Retail Trade in Tanganylka

A Study. of Distribution in East Africa, (New York
Frederick A. Praeger, 1965), p.l13l.
~F .
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varlous secua] pressures to bear on hlm, short" of ]egal
. o

-‘action, Wthh he cannot br|ng to bear on an african
N : Lo - » . . P

5 . - ' :
et . PR
. Tl

Petentia]lv an important pr}Vate‘institutional ‘
‘fsburce of loans to African traders are.the commercial banks.
It has been arguedvbhat~the creaft.thended to ‘Africans
by the banks is far too sma]l both |n relat:on to total

) “';}T. bank credlt and depos:ts he]d by Afr|cans 3 Banks have

'beem reluctant,to make-loansl;o African -traders. Partly this

A

stems from the banks preference for large rather than small
loans because of the high administrative ébstsrassociated

- " with the latter'94

But. prlmarxly ‘the bank wariness in
'extendlng credlt to Afrlcans ar|ses from previous unfortunate
”eplsodes‘on a sca]e suff|c1ent]y wndespread ‘to have the bank's

'z attltude one WhICh genera]ly resu}ts in the' virtual '

naﬂ&E]USlon of the Afr:can as a borrower.95

*

Newlyn and Rowag Tist some five reasons why Afrlcans
—

have not, in general, sat|sf|ed the bank's standards of

aceeptabili%y for'bgggpwers:

93 Repubdic of Kenya, Development Plan 1970-1974, (Nairobi:

i; o Government Printer, 1969), p. 561.
Ly 94 Ibid., p. 562. ) ,
.. .95 E. Marcus and M.R. Marcus, Investment and Development

~+Possibilkities .in Tropical Africa, (New York; Brookman
Associates, 1960) p. 154-5. (NsB. Both Marcus and Newlyn
“‘and Rowan-were discussing the problem in tropical Afrnca
"~ .in general and not Kehya in particular.) -
96 W.T.“Newlyn and D.C. Rowan,-Money and Banking in British
‘Colonial Africa, (Oxford University Press, 195&) pp.8l1-82.
.-also see E.E. Jucker-Fleetwood, Money and Finance in Africa
[(Frederlck ‘A. -Praeger, 1964), p. T3T.
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« (a) the generalTy poor reputation of Africans for
commercials and financial responsibility;

. (b) the absence of organlsed accounts in mQst
Afrlcan businesses; '

{c) the ¥ailure of many African busnnessmen to make
full use of their banking accounts and their tendency
to be secretive over business matters;

(d) the difficulties experienced by Africans in pro-
viding the banks with suitable security; -

{e) the lack-of close persons relationship between

European banking éxecutives aﬁa\theur African cCustomers.

. The abové statements notwnthstandlng, Kat2|n9?reports
§‘~ “ . . ,. ) .
that in Nigeria banks will loan to qualified Africans in

.

the Form-of'évetdrefte and’ that traders consider their
bank managers valued friends.98 Marris 99shows that Keny;-
when the potentlal borrower is known by the bank manager .
the probability of obtalnlng financial assistance is

greatly increased. However, Marris goes on to say that

most African traders do not know their bank managers

T

3

partly due to discriminatory petterns‘extendihg:to social life.

97 . Margaret Katzin, “The Role .of the Small Entrepreneur!
in Herskovits and Herwitz (EDS), Economic Transition
Evanston, |1linois: Northwestern University

in Africa
« Press 1 64 p. 191

98 However, the Nigerian and West Africa case may differ
from East Africa in that ‘Africans were more sharply
resiBricted in the latter from many forms of commercial
activities.

99 P.'Marrie, Entrepreneurship and Development, A Study
of African Businesses in Kenya (unpublished
draft of book).
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i Schatzloo qoestions‘the thesis that Capita] short-
w e ¥y N

-age is a major problem in deVeIoping countries.. 'As an

‘MalternatlvelhypotheSIS Schatz argues that capnta] shortage

LY

is. an lllu5|on created by a large false demand for capltal'
and that what really exists. is not an’ |mmed|a%e shortage of
cathal at all, butva shortage_gi\V|sab]e projects, i.e.,
projects tha¢, all thlngs considered,  promise to be suffucn
4H‘£‘~~ ’ééent]y profltable to support |nd|genous prlvate lnvestment
.f,.; The- government had' initiated a couple of . credlt and
, 1oan schemes to aid aspiring African traders. Both of °
these schemes have. run into some trouble.because of Toar
-defaults 101 These . defau]ts, p]us the defaults experlenced
'|n the agrlcultual credit. and loan schemes, connected

with resett_]_ement,lo2 would tend to support.Schatz' thesis,

. : - S

e . < . . . S e

"‘IOO S P Schatz “The CapltaI’Shortage Illusnon " Government
Lending in ngerna“ in Whetham and Currie (EDS), The

: Applied Economics of Africa, (Cambridge: Cambridge

- University Press, 1967) pp. 93-100.

101 £_2 500 for Kitui Traders", East African Standard
' April 19, 1969.
"Loans for Kisumu and Svarya Traders Dailx Nation,
May 22, 1969,
Kenyans Now See Trade in New Light'", Daily Nation,
February 2, 1969.

102 Republic of Kenya, Development Plan 1970-1974,
(Naerbl Government Printer, 1969) pp. 203 - 204.

’
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.that the same‘was‘frue for Kenya’j\(\)4
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SKrLLS AND EXPERIENCE :

Several authors have shown ‘that Iack of entrepren-

“eurlal talent among Afr|cans is.not.a maJor |mpedlment to

prlvate |nvestment in West Afrlca.103 Personal, observation

ptus the numerous cases reported’ in Ma&rls would indicate
. HMerods, cases ref !

- -

-9 . @

Marrls dlscusses prob]ems of skllls |n relation ‘to ™

’-Afr|Can entrepreneurshlp ThlS evndence shows that succ-

:vessfu] busnnessmen are better educated than the popu]atlon

in general and suggests that formal educatlon may prov:de

some basic skll]s and a degree of confldence necessary

for success in commerce. However Marris! general’ conclusion

is that lnntlatlve and lntelllgence may count for more than
'formal tralnlng in skill format:on. It is of lnterest to

_note that formal educatlon does not appear necessary for

success in trade, e. g., “the llllterate ”mammy" traders in

Wesf‘Afrlca. - s .
lf\neither fhe lack of formal education nor the lack

of formal business training crests jnsurmounfable'barriers

to aspiring African traders. what does? Marris points

to two factors concern|ng ‘the organisation of African enter-

prlses: famn]y relatlonshlps in business, and lnablllty to

<

103 tEntregreneurshlp is. useafzo‘denote the ablllty to adopt
and ‘adapt other peoples buslness ideas as well as the
ability to innovate.

104 P. Marris;. Entrepreneurship and Development, A Study

- .of African:BuSinesses in Kenvya, (An. unpubllshed_draFt
‘ofua”hook) - N
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v

delegate*authorlty, and to three factors concernlng

TN

' *external relationshlps réstrlcted knowledge of markets

estrlcted knowledge of products, and’ the extent’ "of

competltlon. T PR S

Alternatively, Hawkins suggests there are<three

-

pr|me reasons- why. Afrlcans have not progressed beyond thelr

-present stage ln the wholesale and retall _trade. 105 < The

s

'f’rst is the general lack of commerc:al experience and
' basnc knowledge of ¢rad|ng¢techn|ques.-,The second is the

absence of a competitive outlook. He’ argues that the backg-~

round of .most Afrncans born |n rural areas does not. lnclude

any |dea of a competltve bu5|ness ‘outlook, and that

-competltlon is a concept’ quute foreign to the tradltlonal

,soc1al system among Afr:cans. The thlrd reason is the

absence of* a natural ladder of pngress for the, Afrlcan trader

ment as ,a successful wholesaler. Hawklnsl arguments

.for thls is that wholesallng requnres more capltal than is

available ‘%o the retailer and that for the first time

the African will be direct competition with well establish-

ed Asiamns when he attempts to move from retailing to sub-

1.05 H c. G ~Hawkins, Wholesale and Retail Trade in Tanganylka,

.A Study of Distribution in East Africa, (New York:
Frederick A, Praeger, TQ_,l\\pp. 150 - 152.

“x./"' ’

e



v

k ..A o } - A{ - v. t f ;a? - 79
-‘lwhol;saling"éndyWholesaling ?lnally, Rutman]06 suggests
:_that Tack of. Afrlcan partncnpatlon in wholesallng is- due
to'lack of” commerC|al experlence;"lack of capltal and lack
of a competltnve ‘business outlook. ’ - s
';Marris_reportleZthatﬁthe extendedqfamily_;ndithe
-tradition of Féﬁlly‘obllgation ls/o>%ensblqmed for - .
’;;_. '#mustratlng Afrlcan entrepreneursh|p. Pressures'are put

" on the entrepreneuns to provnde credit or gifts to the

- famlly.v leewxse klnsmen demand jobs for thCh others ——
may be mQre competent. To. succumb to such-pressures{;g
h ~ m§9'result in the bankruptcy of the firm while to resist

'may'result ln'famlly sénctions;’ African may thus be torn
‘between conflicting obJect|ves, eff|C|ency in bus:ness and
" the ideal bf famlly co- operatlon.; 1 ’ L
' " The prablem may be manageébJe for the owner of a

B proprletorshlp as he has. |t in his power to control the
quantlty of credit and to refuse employment to the in-
competent Y The problem is greatly compounded in partnershlps

and internal friction, due to one partner yleldlng to

these p;essures may result in the break up of the partner-
ship. Another problem arlses where the form of busxness or-

ganlsatlon results in shareholders.

106 G. Rutman, Y“State Trading—ih<Tanganyika" South Africa :
~~ Journak.of Economlcs, Vol. XXXIV (June 19667, pp. 148-157.

.

107 P. Marrls Entrepreneurshlp and Development A Study
. of Afrlcan Busipesses in Kenya (an unpubllshed man-
’uscrlpt)
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often shareholiers hedd the same attitudes as the rela-

tives of a proprietorship, i e., they expected better

chredlt arrangements and lower prlces than were offered
108

to non- shareholders Problems that African traders
have encountered in emp]oang and. doung busunesa,WIth

relatlves have also been mentloned\by M|racle'-]09 >
1o __ .= :

. B T

. DorJahn _and‘others, - 1.3 i

“%"' = - African tradnng flrms tend to be small in Kenya.
Katznn]]] argues that.th|3_1s because of lack of adm- .
inistrative ability in conducting alrelatfvely complex

. fﬂﬁ ' “organ|sat|on anhd the relatlve scarc:ty of reliable and

o : ~ trained. subord|nates. Marrls 12 in addition, claims.that

"lack of lntegrlty on the part of employees results in close

'superv1510n and the reluctance of employees to delegate 3

a- authorlty. ThIS dnability to delegate authorlty restrlcts

v

.->3§§§he growth of organlsatlons

108~ Ibid. , Marris

109 'M.P.‘eracle, WAfrican Markets and Trade in the Copper-
belt", in Bohannon and Dalton (EDS), Markets in Africa,
,(Evanston, ITlinois: Northwestern University Press,
- -1962) p.732. . ’

110 V.”R. Dorjahn, M"African Traders in Central Sierra
Leone", in Bohannon and-Dalton (EDS) Markets in
Afrlca, (Evanston, Il1inois: Northwestern University
Press, ]962) PpP. 82-83

3

" ., 1117 M. Katzin, "The Role of the Small Entrepreneur", in.
Herskovits and Harwitz (EBS) Economic Transition in
Africa, #Evanston, |11linois; Northwestern University
¢ Press, 1963), p. 196 .

112 Marris, Op.-Cit.
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: GInA;ogt parts of«the WOfld successful shopkeepers
"galned commercual experience- by flirst worklng for, someone
: dse. Very. few Afrlcans in Kenya have been able to do this.
Most successful African traders in Kenya have bun]t
themselves up from petty traders ]]3 Systems of abpren-
.tlceshlp for Afr¢;an traders have’déyeloped in parts of
NHSt Afrlcallh'but very few Africans in East Afrlca have béen
,able to obtaln thlS traxnlng

“dn Kenya, almest all wholesa]ers and retallers whio
employ pa|d staff were Asnan or Arab and they tended fo
employ Afrlcans to;do the manual labour and not as c]erks
roriassistants. The .ane majqr;exeeption to this was those -
nrodhce dealers and wholesalens<who ran branch shops with

an Afrlcan manager in charge of each branch. These men

- often galned valuable commerCIa] expernence bni they.have

~~cé§ways been few in number.. N
»»MApart from trade in locally produced agricultural
" commoditieg, the African trading in a rural market is at

the end of the distributive chain which extends‘through

113 P. #Marris, Entrepreneurship and Development, A Study
' of Afrlcan Businesses in_Kenva (An unpub]nshed draft
of a book). . .

114 M. Katzin, "The Role of the Small Entrepreneur" in
i 'HerskOVI%s“and Harwitz (EDS) Economic transition in
Africa., (Evanston, i1linois;: -Northwestern University
_Press, 1961) p. 180 *“i\\

115 H.cC. G Hawkins, Wholesale and Retail Trade in Tangan-
* o yiKa--A Study of Distribution in East’ Afrlca, (New York:
Frederlck A. Praeger, 1965) p. TSI . .
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a system of sub-wholesaJensjbaekato the ma}ot,urban?centres,
¥ 2 :
or even overseas. The extent of his contact with the

arket is the Afrlcan customers to whom he sells and the

* African or Asuan sub wholesalers from whom he buys.

The situation is not much better For the Afrlcan‘sub-

wholetsaler. The funct|0ns prov:ded by such entrepnlses

are limited They buy~small lots and sell ln,even smaller

o

aﬁ%hnts and they carry small quantities of inventory. The

ruraJ,retall trader_knows ‘a Mittle about the sources of

supply, storage, transport, ordering of big-lots, and
buylng from overseas . Thus' the African lacks the~persenal
contacts,‘fluency of ce@munication and confidence to make
his'Qay'easily in the world of commerce that currently
domlnates him.. .

‘Much of the domestlc trade |nAKenya is. controlled

; g;A5|ans lt‘has already been’ sHown how the AS|ans“'

came to be ln this dominant positldn and how preblems of
Eapizar skllls, and experience faced by Afrlcans have

al Fowed the Asians to maintain this dominant position.
In\addition, Asians have been active in preventing African

entry. Bothhﬁiracle 116 and Hawkins”7 mention the

.ll6 M.P. eracle, "African Markets and Trade in the Copper-

5 belt", in Bphannon and Dalton (EDS) Markets in Africa,
(Evanston, 11linois: Northwestern University Press,

1961) p. 199 S

117 H.C.G. HaWkins, Wholesale and:Retail Trade in:Tanganyi-
’ ka, A Study of Distribution in East Africa, (New York:
Frederick A. Praeger, 1965) P. 153,

.
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likelihOOd-of establLshederian traders attemptlng to
L

prevent potential Afrlcan competition. Part of this can

'h,be explalned by the tendency for establnshed traders__ -

anywhere of. whatever race, to try to prevent the establxsh-'

s

. ment of a new dlrectly competitve pu51ness, whlch, if

succe%sful,-wlll Tnevltably reduce_their share of «the

el .
) market. _ . - . e 'y o ot
Cen s — L e
e o VI SUMMARY
- e The pattern of resource allocatlon and ownership that
was described in Chapter 1l resulted in a racnally lm-

+ . .
balanced income distribution. Most of the benefnts of

. development accrued‘to;the,éuropean settlers and to a’
lesser extent the Asians. Since lndependence much effort
has been gxpended by the Kenyan.government in order to

3 ' ' ' . - . NP
get.greater African participation in the Kenyan economy,
g . rg - - o -

ot only-to consolldate political independence, but also
té~rai£é the per capita incomes of Africans. Three appr-
oaches have been used. The first approach has been to replace
Europeans and Asians by Africans., In agricultpre this was .
done bz_buying and resettling some of the land in the
.former,Scheduled Areas. In Commerce and Industry a policy
of Africanisation has been pursued at the lower ‘and inter-

mediate levels.
The second approach haE/Been an attempt to make the
foreign owned and controlled tradlng, manufacturlng

and financial institutions more responsive to Kenya's



development.needs. Pagtially-this was by méans of
. A e ¥ "2 T :
"Africanisation of‘lower and middle level of manage-

"~ment pOSItIOnS but prlmarlly |t was through means of “"
purchasnng stock through the ICDC and gettlng Afrlcans

seated on the Boatd of Dlrectors. A ¢

-

" Fhe third: approagh was: to encourage Afrncans to

become entrepreneurs of new busnnesses and to; encourage

-

ﬁ*w overseas |nvestment. ~Facilities de5|gned to encourage
new African entrepreneurs i,/hcluded such: new institutions as
the Kenya Industrial Estates Ltd., the Kenya Natlonal

Propertles Ltd., and a number of loans, credlt and. manage- -’

3 ‘.

ment tralnlng programmes.

Slnce Independence the Government's efforts desngned

to |mprove agrlcultural marketing have concentrated on,

o- |mprovang the responssveness of marketlng boards to the

iR eeds of the Afrlcan farmers and~¥n increasing ‘the number

iRl

T
of marketlng cooperatlves. The Trade LlcenSIng Act,

by restricting non-Kenyans_to’trading in a restricted number
of‘commodiéjes and geographic areas, is the principal

piece of legislation to assist Africanisation of the
distributive trade. It.will be shown in subsequent chapters
that the Kenya National.frading Corporation complements the
Africanisation pbjectives of the Trade Licensing Act. .
: "Asians came to dominatebgnglesaling, sublwho]esaling,

and to largé“ektent retailing in Kenya for historical reasons.



‘l»Afrftans” withdUt 90vernment'assistanCe had been able to

wrest some of: the retalllng from As:ans |n rurah areas

B

but had been Un3uccessfu] Tn’ gaanng entry in sub-
:'-.wholesallngaand:wholesallng, especnal]y in dlstrlbutiVe
“traafhg. Several reasons have ‘been’ put forward attemptlng
to explain thls«lack of Afrlcan pﬁ>t|c1pat|on. These
:«ti’ﬂl fépc]ude ]ack of capltal and lack of formal bu51ness
{ ‘ tralnlng. Although these are |mped|ments to aspiring
A B traders they do: not appear insurmountab]e.b Other factora -

'

such" as famlly relatnonshlps in bu5|ness, lnabllllty to

T

) f” de}egate author:ty, restr;cted kn0w]edge of markets
- marketlng and products and. the extent of competntnbn 5,> L.
from establlshed traders all would appear to be greater

Problems.. T o .

REEN- SRt

»
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- % e v CHAPTER |v
ACTUAL AND-POTENT AL ROLE LOF THE KNTC P
'$9i¢. 'lNTRODUCTION ~

The Government and the KNTC both have a varlety of

‘fobJectxves des:gned to lmprove distributive markétlng

BN

" These lnclude lncreaSlng Afrlcan ﬁﬂr¢|CIpat|on, |ncrea51ng

4 -

.effnc:ency, |ncrea5|ng  consumer protectlon and increasing *

. market penetratlon The KNTC has- in fact concentrated

o

most of " |ts efforts to Afrlcan15|ng lmports and d|str|but|ve

wholesal|ng. 4 IS argued in this chapter that thlS'[i

a restr:cted obJectlve for the KNTC and that the KNTC
~might beV in addition,‘aﬁsujtable institution for partially
. readreseing'some of .the income imbalances which exist

betWeen-the ticher and poorer; the rural.and urban areas;

- RN

“and between the raC|al groups

» vy

1. OBJECTIVES OF GOVERNMENT WITH

’
%

—t RESPECT TO MARKETING SYSTEM -~

It was stated |n the Kenya Development Plan, 1966-

1

70, that the Government's policy for the commercial sector

was gunded by the need to: 18-

(I) ensure a rapidly growing African part:cnpatlon
in retail and wholesale trade,

(2) ensure that the network of wholesale and retai.l
trade 'is extended so that people in all.areas of
the eountry can buy and se\J goods which they need or

—

118 Republlc of Kenya; Deve]opment Plan, 1966- 70 (Nairobi:
T Government Prlnter, 1965), p. 270 3

“1 ,713).‘
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) whtch they. produce for the market. L. j:x_

) D 87

(3)"‘|mprove the eff|c1ency of wholesale and retail
trade so that trade margins can be reduced, curtail .
the’number of midd]lemen.between producers and. con-
sumers, . improve. the:- se]ectlon of-.goods as well as

“.the* standard of . services- to the ‘consumers and ‘ensure

the opening of marketing ‘facilities to small farmers,'

flshermen and craftsmen. .

Some four years later the government's sfated aims

for commerce were essentlally thﬁ\eame brlefly summar-

2 ised they were as foTIows

3 . \

-t

'l B '

(a) To increase the participation of citizens of
- - Kenya in the distribution ‘sector of the Kenyan.
: economy ;

(b) To increasé efficiency of the dlstrlbutlon'
sector of, the Kenyan economy;

tc) To-lncrease consumer protection and-educations

(d) To increase penetration of the market economy
into rural areas.

Y

Kenyanlzatlon of Commerce - The further Kenyanlzatlon
of commerce is an important part of Government policy
in. this Plan. ™ As noted abdve, the, turnover of non-
"citizen businesses belonging to citizens. However,

- Governmeht programmes for Kenyanization-have had

to cdntend with three bagic problems: the lack of
technical know-how, experience and flnanCIa] resources
'on the part of’ Afrlcans.]]9 A v . :

Eff|c1ency - It is regarded by Government as important,
that the distribution System both manufacturers and
consumers to obtain raw materials and consumption
goods easily and at the lowest cost. High distri-
bution margins lead to high costs in producing

sectors, such as agrlculture and manufactur|ng, and
#this .in turn raises the prices of the economy's output,
making its products- less competitive with foreign
produced products both in export and internal markets.

’ . -

© 119

- 120

Republlc of Kenya, Development Plan 1970 1974 (Nairobi:
Government Prlnter 1969), P. &17.

Ibld., p. 416

. .
Nt

ey

120



. oo . 88
: Consumer Protéction and Educatlon - The protection
and. education«of the ‘consumer is a matter of cont-
inulng &nd long térm concern of the Government.  In
Sessjonal Paper No. 10 on "African Socialism and its
Application to Plannlng" Government emphasised the
.'importance-which. it attaches to-consumer- interests
witth particul reference, to price ‘and quality 121
controls and the avallablllty ‘of necessary supplles.

A

'Exbansnon of Trade - The inadeqpacy of 8|str|but|on
- ih areas. outs.ide thHe main towns was noted in the
@ 1964-70 Development *Plan.__This situation still
.prevails.in" small towns ana\rura] areas, where,

= frequently, there are too many shops:iwhich are ;
e '§:" under- stocked and deal in thé same items: it ‘is-
VI - -characteristic for-these businesses to. be operaf%d
.0 -0 -7 on-apart time ba5|s wuth very small turnovers.

| AN ._“,‘

33

A major theme running through goveTnment pofiCy'
snnce 1ndependence _has been Kenyanlsatlon, ‘Kenyanisation"
of the Civil Servxce, Kenyanlsatlon of Agrlculture, Kenya-

'fnésatien of Commerce and lndustry; Kenyanisation of Education.
Clearly in-bbaad ferms,,such a policy meénvaenya for

AN Kenyans, but equally clearly ite ~leaves unspeclfled lmpor-

ffant varlables such as the nuiber of Kenyans, the type of

. R =
Kenyan” ans the timetable.

- In |ndustry and banknng, Africanisation has come to
‘mean a Jreater degree of control over policy decisions
and an increased employment of Africans in skilled jobs
end'iﬁ‘management. Afrlcanxsatlon of these companies is

" not seen as being synonymous as Nationalisation.’ Rather,

'hevjng Africans on the board of directors is regarded as

121 Ibid,,,p. 416 N
-~ 122 1bid., p. 416
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e theﬁnost‘aEbroolate‘mEthod‘of guiding‘policy and seeing

that these f|rms operate |n the -best |nterests of Kenya.
. The: meanlng of Afrlcanlsatlon |n trade is less tlear.
n add|tlon torqpestlons of ownership factors |nvolved.

"in. dlstrlbutron varlables such as’ types of commddlty,
T s
level in the dLstrlbutlon chaln 'ﬁhoportlon of commodlty _
A:;K; % $£o be Afrlcanlsed and the t|metable must also be, consnderéd 1237

[N N

e - lt has already been demonstrated that the marketlng

= . o system performs a ‘useful functlon by. creatlng certain’ Utllltles

and by performing a number of servtoes in the’ creatlon‘of
f” these ytlllties. ;lt”.has'also Been_shown'that‘mholesalingl
-'and to a lesser extent_subﬁwholesaling requires both~¢aoltal‘
Iand exberlence in trading in genetal and of given commodities
in. partlcular. Finally,‘it has been shown that most of
these resources” and sk|lls were possassed by non Afr|can

Lo

j~'-'—«-===‘:‘i:raders. : o

=4 lt logically follows that too rapid exclusion of

non-African traders might result in a loss of these re-
) .

sources. |t also follows that such an exclusion might

result in some of the marketing services not being performed
-
below previous standards resulting in a loss of efficiency

at best and total-disruption of the marketing system at
SR worst. ! R ‘ -
—
.";. . i
~123 - See Appendix C ‘for “further dlscussnon on the vari-
© ables |nvolved in Africanisation trade.

.
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"equity and develgpment.“lHegargues that_equjgy demands are ;

1

90

BRI

To prevent th|s . the government would have to anect
P Y.

Cits own resources elther to perform the marketing func-
_tlons ltself or would have to PFOVIde prlvate Afrlcan"

;?A traders the resources to do ‘the JOb
N : g | 28

In an»lnteresting article, Donald_Rothchll%

-

discusses possible-conflicts: between two—national goals,

'E§sentially-the~demand§ on the part of the African comm-

i unlty for full part4c1pat|on in all aspects of life

developmentlzs demands .are largely advanced by European

and Asian businessmen and professnonals. -~_ e T

Nevertheless, this (latter) point must not be over-
stressed; many Africans are now assuming positions’
of |mportance in the private sector and these men
are JUSt as. aggre55|ve as their non-African counter-
parts in pressing developmental prlOFItleS.
Consequently, the conflict between.equity demands

- and development demands is - increasingly a, conflict

.. of econemic - lnterests not snmply a confllct of racial-
interests, 12 .

Thi§aabove< statement notwithstanding, Rothchi1d!27

-——t R ) :
develops:. the argument_that non-Africans, citizens and non-

{

3

124 D, Rothchild, Kenya's Africanisation Program: Priorities
of Development and Equity, "prepared for delivery at the
Annmal Meeting of the American Political Science Assoc-
iation, September,. 1969.

125. Rothchlld does not define his use of the word development.
‘It would appear that he uses it-as a synonym for. growth -
-whereas development is usually defined mare broadly
to include other factors such as more equitable income
distribution. N

e

126 D. Rothchild, op. &it., p. 11 .
127 ibid.) 'p. 14 -

{2
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crtlzené'allke: will be essential in many indust;ieS;for_

the forseeable ‘futwre and that any premature departure
. expatrlates would retard development and create ﬁ',;.<

-aﬁdltlonal unemployment N
Moreover, any future employment polucy which might
distingwish between citizens on racial grounds would
‘prove expensive in_terms'of economic growth. ‘Not
only do non- Africans ‘long: resident in—~Kenya_have, a
substantial share of .existing skN1s, but present

o educational trends lndlqate that thelr potential’ 198 3
K ‘gaorole remalns large Tn_ the highly sknlled occupatlonsw ‘
-;These arguments may apply equally as well to marketlng as

‘they do “to manufactur|ng. However in marketlng the
confllct may be between the goal of Afrlcanlsatlon and the
goal of lncrea51ng efflcuency. "The Government's Afrlcan-‘
isation programme attempts.to take cognizance,of this
Vsituatibn which accounts-FOr the numerous credit and loan
scnemeei busnness training courses and the Kenya National

R
dlng Corporatron.* It |s also eyldent ‘that the Govern-

e méﬁisdoes not. intend to force the pace of Afrlcanlsatxon

of tradewbeyond the point Wthh would result in a severe

loss of efficlency. Evidence of this is supplied by the

b

gradualness of the KNTC in taking over new Commodities and”

the emphaSIS upon gradual phasnng out of non-citizen trader

under the prov:snons of the Trade Licensing Act. 129

e

-

128 lbid.,p. s ' .

129 East African Standard, Janua l968 p. 1.
u"a’%y\zﬁ

East African,. Standard Febr 1968, p. 5.
T L
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As mentlpned earller, the Trade Llcen5|ng Act and
Y-

the Kenya National Trading, Corporatlon pilay a central

PR

J*uo]e Lin meetlng the Government’s obJect|ves for dlstr|-'

?‘," iﬂ> - butlve tradlng. nger SemaJege lists the fo]lowung

é

-

aa.belng the obJectlves of the KNTC-

to’ bromote ‘the partncupat|on of. African businessmen
in the field-of commerce by pro*\dlng wholesale credlt
faCl]ltleS,e . " ) Ry .

e, Ty §= to partIC|pate in export and import trade by cha-
! T -nneling- |mported goods through Afrlcan traders;

. . P
e ' to -act as an export agent for certain goods in those
cases where state trading countries, with which Kenya °
has trade agreements require such an arrangement i
- fﬁ’ *to ass:st in Iowerlng the’ living costs of ‘the maJorlty
of Kenya people by lowerlng prices of essential
consumer goods; . . .

to establish and maintain an eff|C|ent and equitable
distribution network for essential foodstdffs and
other cpmmodltues 130 . .

fAn lCDC publlcat|on states that the prlnC|pal obJect-

ieetof the KNTC is the Afrlcanlsatlon of “the distributive
trader—s»«*13 This lsrfurther.supported By the following
passage extracted from the introdiction of the 1968 annual

report of the KNTC.

130 F. Hidiro-Semajege, '"The Role of National Trading Corp-
. ’ orations in Stimulating East African Entrepreneurship,
" "Economic Development Research Paper #150, Makerere,
Kampala, 1968 Regrettably he does not cite his soutrce.
. 131 sRepubllc of Kenya, The Industril and Commerical
Development Corporation (Na_;oQJ, 1968) p. 8

-\/” . . L
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, . Slnce'the attalnment of. lndependence the Kenya
-govefnment has ‘Pnitiated various important programmes

- ‘aimed to oneé objective: the Africanisation of the.
Lownership -and: management of the economy of Kenyaqby~|ts

citizens. =i :

’ To achiéve™this obJectlve, it has. been necessary

to create new-institutions. The Kenya National Trading
Corporation-is-one.such institution. - |ts purpose is
twofold. First, to assist the traders, . partlcharly
the ~small traders, to.participate mgre fully in the
sommertial sector of gur économy;_and secondliy.to act

as the vehicle for more.effective ¢ trol and'regulation

"of the distributive trade.l32 .

93

¥'§f~' -€=‘ A]thaugh the Minister states that the KNTC- has two

. purpqses to date it has’ concentrated almost all ‘its efforts
on‘the first of these, i.e. Afrncan:satlonl?33 The
remainéer of this chapter ié'an analysis of»hew_the KNEFC+
might broaden its objecfives so that it mignt{ in the norﬁs
Qé'the.Min}ster;."act'as the yehicle for more effective

control and regy]ation of distributive trade."’

.

i, POTENTIAL ROLE OF _ KNTC -
134

n Accordlng to- the 1970 74 Deve]opment Plan the
Governmént's strategy for redressing the imbalance between

urban and rural incomes will be the following:

Y

132 The Hon. Mwai Kibaki, Minister of Commerce and Industry,
"A Message from the Minister of Commerce and Industry,"
Annual Report of the Kenya Natlona] Trade Corporatxon,
1968,

. 133; See Appendnx H for alternative methods of effectlng
’ Africantsation of trade. . -

134 iRepubIIc of Kenya; Development' Plan 1970.;74f
(Nairobi: ‘Government Printer, 1989), p. 2.~

-
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T flrst' bywthe use of: taxatlon, but also by other

. Government ‘measures ‘which have the effect of
raising public- consumptlon and improving the. health,
‘education: .and. other’services available to people in
“the rural . areas. - Real ‘incomes jn’ ‘the- rural -areas

. are also very much affected”by the prices paid for the
main- agricultural crops, which are to some extent -
within ‘the control of the Government, though ulti-

-, mately dependent on world market trends, ard by the
‘prices-paid for various inputs such as seeds,
ferti]izens_andlfuel, which'fhe Government also has
some freedom to -affect. ‘ R e I

= In addition, & majar contribution “towards improving

.. - the" dlStrlbUthn of."income between urban and rural

. areas will come' fromthé operation of an incomes

“policy which, among other things, regulates the
growth of urban wages in a way conslstent wi th the
interests of the nation as a who e.

a i

In essence, the Kenyan'GovernmenI‘plans’to increase

-real incomes of areasvoqtside the main cities bx;increasing

pubﬁic consumption and by endeavouring to increase the
monetary |pcomes of people 1!V|ng in the. smaller cities

and ln rura] areas. The Government makes no mentlon of-

”ﬁ!ﬁhe a]ternatlve or comp]ementary method of raising real

incemes in the smaller towns or cities by increasing con-

sumer prices in urban areas and using the revenue to lower
) ;

the prices in the smaller towns. In addition, the Government

makes no mention of the possibility of increasing the prices
.2 )
of more luxurious goods. and.using the extra revenue to low-

er the prices of necessities. The KNTC would be a most
appreprlate lnstltutuon for doing this. -
x—-/'\

= R .
. ..
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The KNTt can sell the commoditles conflned to it at

PRt

R e PR

any price |t wnshes.]36 For example one method'would be

“to sell at cost plus j.oel |f the KNTC buys a commodnty

from Nalrobl manufacturers it would charge less in Naerbl

than in, say Kitale because transportatlon costs would be-

lower in the- former 0|ty than t/\\latter. Alternatlvely,

<

Loy

0 % . the 'KNTC' could absorb transportatlon costs by averaglng

LS

"are bought.

F” Nairobi

ln fact

and lower

.afcost~plus system of .pricing.

. -

e . out all® transportatlon charges and charglng the same price

. o for commodltles regardless of from whlch warehouse they

This would result in a prlce hlgher id.i.

set

|an|tale than would have existed under

there are many alternative variations of .

'this ba5|c theme that the KNTC. could use" It could keep

all commodltAes separate and~absorb transportatlon costs

a5 Wlthln commodities. vAlternatlyely, it could increase

prites across the board on ‘its luxury items such as wines

and spinits. and the more expénsive textiles and then use
4 3

the extra money to subsidise necessities such as the less

expensive cloths.
&

pricing policies

=

In addition to affecting real incomes through its

the KNTC by being the sole purchaser of

‘a commodity, could be a countervailing power in the monopolistic

‘r—/\

136 ThlS s not true for all cbmmodltles, for -example sugar
prices are controlled at all levels of the marketing
system under the provisions of the Prlce Control Ordi-

Cap 504 1962 )

nance
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and;o]ibopo1istic market'structures that Kenya'finds.w
itself both. in |nternat|onal trade and lndomestlc manufact-

't'?uring, A domest|c monopollst’ if trylng td maximize profits,
W|11 produce that output where marglnal cost is equated

' to marglnal revenue This would. require him to produce

OQm 4nd sell” at prlee OP (Flgune\é) it he were selling

" to competitive m|dd1emen *37 Given the demand and cost '
[ L

g;;. f:konf[guratnon.presentedAIn Figure 3 thls would result
. .m.-mf:nqpol;yﬂprofl-fs of (OP= - 0A) x 0Q. .
. FIGURE .3 -

f” A MONOPOLIST SELL]NG TO PERFECTLY COMPETITIVE MIDDLEMEN

P)\

: QU - -

137 A market structure that would be very closely approximated
if the commodlty was confined to the. KNTC and KNTC did
not trade-in it but instructed the manufacturer to sell
‘to ‘the many KNTC' appointed sub dlstrlbutors
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,pollst is willing to-sell at a price someth|ng less, than

97
The KNTC |f purchasxng from a domestlc monopo]rst

W|th the above cost and “demand conflguratlon wou]d have

;;. several chonces Flrst lt could contlnue as before, agree-.

i -

|ng to purchase quantlty OQ at prlce OP (Figure 3).
lf OQm was then sold to Afrlcan sub- agents, the KNTC -

would have performed i'ts Afr:can;astlon objective. but

"~ would have forgone p055|b1e benefits of reducing prlces and/

$=or lncrea5|ng quantltles purchased. A second alternatlve

would be for the KNTC to. 'agree to buy as much as the mono-

OP - say, OP ]33 The’ monopollst would retain the ‘samé

decnslon rule of equattng marglna] cost and marglnal_

'revenue if its obJectlve functlon was profit examination.

_However, as. the KNTC would have agreed to purchase. all |

output at a. pr:ce of OPe the flrms' -new average revenue

4and marglna1 revenue will be’ horlzonta] at a price of oP,

and wi']l be identical to the average revenue and marginal

-— M

. revenue curves under a many buyers regxme as depicted in

Flgure 3 for all prices lower than OPe (Figure 4). . With
this alternative the KNTC would purchase quantity 00,

(a quahtity greater than 0Q,,) and the monopoliat would

j138 ldeal]y, OP, would be the price where MC = i. e'
. the economlcally efflcienlf price. However, as neither

the mbpopollst firm nor the KNTC is likely to know
the exact level .of OP. the'rule of thumb of setting
a price of something fess than OP, would have to be
adopted.

RSint Al

“still make-a monopoly profif but of a smaller size than before.
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If this commodlty was deemed a necessity, ‘the welfare
i Afrlcan consuTers would be xncreased if mare of‘the -
commodlty was produced and sold at: a'lower price. How-
ever, from the African.optimum welfare po:nt of view i.e.
one thatamaxlmlses Afrlcans' welfare vis a.vis non- Afrlcans
we]fare the optlmum prlce offered bvf\he KNTC would be :0Pg
foﬁn agreed quantxty OQ -where OP, < OP -< OP and 0Q.”

Q > OQ (Flgure 5)]39 Thas would be the maximum amount.
that could be produced at the prlce 0P, wnthout the
monopollst Jncurring Iosses and without the monopo]ust :~;
maklng monopo]y profits above normal profits,

If on the other hand the commodity was deemed a '

quury, a fourth a]ternatlve would be for the KNTC to

Opurchase at & prlce above average cost say OPf, but |nstead

: ‘of purchasxng quantnty, Qf, the amount the manufacturer'

.wou]d wish, to sell to maxlmlxe hns proflts the KNTC

could purchase a quantlty ]ess than OQf’ say’ OQd and
sell. it at the equullbrlum price, OPd. The profits thus

made by the KNTC could be used as undesignated revenue or

140
as a source of development funds (figure 6).

139 These optlmum numbers OP, and OQo would be unknown
“tq the KNTC.’ However, these figures possibly could
‘be approached with time using an iterative process

of recontracting. —
e

140 It should be po:nted out that an appropiate tax/

- subsidy ‘policy could have resulted in the same price/
quantity relationship that have been discussed. in
relationship to the KNTC and a domestic 'monopolist.
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Thus far e have dlscussed the pOSSIbIe economlc L

“rd?e of the KNTC with respect to domestlc monopo]nes in

manuﬁactur|ng

economlc role in lmportlng

Currently, the KNTC trades in commodltles considered

The KNTC could-also play a significant

.as necessities or at least non- luxurles and the expansion

-

of productlon and consumptlon of these is desirable.

_However)'fhere are other imported commodities that are

£ >4

'conéi&ered Iﬁkuries that are not imported by the KNTC"

- .

A reallocatlon of resources awEVfT?bm lmportlng these

: commodltles to |mport1ng ‘nécessities-or lmportlng capltal

»
.

e o _
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goods to make nece55|tmes mnght be consndered desnrable.

The KNTC would be well suited as an organlsatlon to re-

Aallocate scarce,forelgn away from the |mport|ng of ]uxurles
towards lmportlng nece55|t|es or capltal goods. Because

of the relatlvely small quantltles involved, |t-€s probahly
true tﬁat the offer pr4ce of ! any |pd<str|a] good that Kenya

lmports is ]lkeay to stay the same per unlt regardless 5

4‘\?

?‘“ of how much Kenya buys, l‘er the forelgn supply curve
is. leely to- be perfectly ‘elastic over the reievant )
quantity rapge (sf in Figure 7).]&] If. there was perfect -
competitibn amoRg importers the quantity purthased-woulﬂ -

-

be OQ| and would be sold at prlce OP] (Figure 7). For‘ _

some commodltxes thlS model may approximate the market
structure of lmports, i.e. some of the texile products.

#: However,’ for many of the lndustrnal commodltles being-

' f&;;gported lnto Kenya theré is llkely to be a degree of iﬁ-

a-; o perfect tompetition to the extent that there will be few .
lmporters. Under these conditipns a quantity something less
than 0Q wlll be lmported say 0Qy and will bé sold at price
0P,, with monopoly profits accruing to thie current'non-
African Tmporters-(Figure 7). o

Let us ‘assume that the fmporting of commodity A is

currently done by non-Africans. Let us further assume .

v . i - -

141 This.ignores the pOSSIbI]lty “that 'if there was one
. large i porter instead of many small importérs it is
_probable that a large importer- (i.e. the KNTC) would
be ‘able to negotiate price discounts for quantity
hpurchases which-could not be negotiated by the sma]ler
lmporters. .
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PERFECTLY COMPETITIVE IMPORTING AND OLIGOPOLISTIC
IMPORTINQ WiTHOUT GDVERNMENT INTERVENTION

b
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- that in order to Afrlcanlse commodlty A the government

e anes all 1mports to .the KNTC TIf lt is not the
TR

government’s intention fo reduce lmports .the KNTC could

Aeltherﬂpurchase quanglty 0Q and_then resell to its appointed

.subLagents ér else it could approve imports licences up

to quantity OQI and allow the appointed'sab-agenfs to do

their oww’nmportlng W|th both of these alternatlves no mon-
‘ opoly proflts ‘are made ‘ h

' However, if it is the government's intention to .de- .

e ¢rease the quantlty of lmports_oﬁxgpmmodlty A ae well as
"Afrlcan|5|ng‘?he lmportatlon of commodlty A, the‘ana]y5|s

becomes. much more interesting. |t has already been shown



. ,.‘ _.

that monopson|strt/monopollstlc proflts may currently be

"J;Rg,;,“rmporters. If there isa firther reductlon in lmports .

 then there is llke]y to be -a further increase in the per

unit proflt The |mportant questxOn ds who will be the

recipient of these:monopsonlstlc/mohopol|st|c profuts

-

“';% ‘$=" ThlS may best be explalned with the. use of an

e hypothetlcal example. Let us assume that product A can

A

be prodUCed for 100 shllllngs per unit in the exporting
country, say country X, giving a perfectly elastlc forelgn B
- fﬁ’ supply curve (Sf in. Flgure 8).. Let us. also assume that
| - the Kenyan domestlc demand is. represented by curve DD
' At a pr|ce of 100 shillings per unit Kenyan consumers

would purchase 5" unlts, maklng .a total expendlture of 500

oo - .
'unjtsw Let us_ “futther assume that the government decldes

“"’Eigreduce the number of'unltes 1mported to 4 and instructs °
. t - ”.

the sta%eqtrading organisation; to whom the commodity has

beep confined; according]y.' Let us finally assume that

consumers in Kenya would now be wil]ing to pay 130 shillings

per unit whenrcnly L are availab]e, making,a total ek- .

+ : penditure of.520 shillings for.the 4 units. But the producers

: ‘ln country X wou]d ‘be prepared to provide the 4 units at

. 100 shllllngs per unit, i. e., for a total of 4oo shllllngs
This leaves-a_gap between the ?SEET ‘purchase price -and the

total seL][ng»prlce of 120 ‘shillings; or ‘30 shllllngs per

»
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.

. unlt between the prlce~whxch the consumer {in Kenya wou]d

be prepared to pay for the A unlts and the prlce whlch

A

“iéaccept for them (Flgure 8)

L £

e CEIGWRE 8 L o e s
Cew ) /\ '
DEMAND. FOR IMPORTS INTO KENYA." - &

" 150
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T 2.3 & s 6 T°Q
Let u; now consider who might receive thfs margin.

When |mports are restﬁlcted by.the fiscal means of a tariff

or by the’monetary means of a mu]tlp]e exchange rate, this

problem of the margin between the demand and the supplyv

. price.does not arise. This is so because this margin auto-

ﬁatfcal]y accrues to the authogitigs of the importing
country in théftorm of- a.revenue from the import duty in the.

case of the tariff and in the form of a profit on the

-
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deal|ngs on*the exchangeﬂcontro] authorlty in the case of

a multlple exchange rate.

Wlth an exchange contro] thCh merely restrlcts the.

R

amount of money whlch may be spent on the partlcular im-.
pgrts or with'a quantltatlve‘[mport restriction whfgh‘
limits ’a"bartieul'ar' impott; either by meahs of a’quota

g or by means of state tradnng,uthls problem of the margln

:ﬁ éf-~.i befﬁaen demand and supp]y arlses. ;

7 ;,lf the state- tradlng ordanisation buys and ‘sells on
its own account this 'surplus may accrue to one or. more of .
five groups* the .state. tradlng corporatlon, the offidials"
wnthxn the state tradlng corporatlon, the sub- -agents pur-
cha5|ng from the state trading. corporatlon, the consumers or
the forelgn manufacturers. ) ,
o- The state tradlng corporatlon could purchase at. 100

'J]lngs per unlt and could sell at 130 shlllxngs per’

i w2~

L " unit and the margin would accrue to the state trading
-—r -

corporation. This money_could then be used to further the

aims’of the dtate trading monopoly or handed over to the
‘treasury. ]
However, if the state corporation purchased at 100
shillingsiper»unit and reao]d(the cdmmodity to its appointed
sub-agentsvat 100.shillings per unit'the surplus would . .
| accrue to the- Iucky sub-agent, Lﬁ,he;was,to resei] it at

I3O shllllngs \er unit.. .
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,:': h Under*these curcumstances, belng a sub agent for the

sa]e of commodlty A would be a ]ucratlve bu51ness., Certain

'lnfluence or hart of thlS surplus ‘to persuade offlClals of
the state tradlng corporatlon that they would be Worthy
:recnplents of sub ageﬁcues enabllng ;h\T to sell -commodity
y A In this case part of - the margin would acerue to 6?f|¢|als‘ ;
ﬁ'i.;'-i w:€ﬁ$n the state tradlng organlsatlon. ' ' ‘
,Alternatlvely, the statd trading corporatlon could
resell at 100 shillings to sub-agents but place restrlctlons
on the price that .the sub-agents could resell,  This would
g result in a situation in whtch there was excess demand, i.e.
if the prlce was less’ than 130 shllllngs per'unit than 4 units
would be demanded. Therefore, either an offiéial'system
of ratfonfng'@ould'have to be intredhced .or else there would

hop shortages queues and under”the .counter sales.

T - Moreover, it would be difficult, if'hot impossible to prevent

sattsfled customers at the front of the queue from re-
selling to f;hstrated customers at the rear of the queue.lqz
" The final situation is one_ih which the expdrters
_ in country#X are able to approplate to themselves all or
.  some of the margin between the high demand price atQWhICh the
restricted quantity of imports could be sold in Kenya and .

the Tower priee that they wou!dEjg_ggrmalﬂcompet}tive

J

Pt

142 Prices are, of course, ‘a means of rat|on|ng but based on’
ablllty to pay rather than some other crlterlon.‘
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coﬁdltlons'bevprepared to supply these exports

The other a]ternatlve would be, for the lmportlng of

'commodlty A to-be conflned to the state tradlng organlsatlon

“but xnstead of trading on its own account it cou]d issue

the restrlcted quantlty of licences to apponnted African
B

sub-agentsf UQder thlS system fhe\surplus could accrue

.., to one or more of the followung six groups. the prevnous

.nonrAFrican'importers; the new Africans importers, the

-

’off;cnals approvnng the |mport Ilcences, the state tradlng

corporatlon~ the consumers, or the manufacturers in the
+ . et
exporting country.
If African traders permltted themselves to become-

fronts to pre-existing non- Afrlcans |mporters ‘then the

‘ margtn would accrue to the non- Afrlcan lmporters. Such’

a result wou]d not accomplxsh the obJectlve of Afrncanlsatxon

=B of |mport|ng of commodnty A, and |nstead of a flow of

pureha5|ng power from non-Africans to Africans there would

likely bg an incréased flow Gf purchasing power to non-

Africans.lu%

If an African trader does not permit himself to be-
- .

- come a front for pre-existing importers the margin of 30

shflrings will accrue to Mhich ever African importer isi

fortunate enough to have been granted a licence. Because

a licence to import aunit Btacommodtty A is so valuable a
: ~ : .

‘148 This would depend on the magnltude of |ncreased profits

due to restrietion and ‘the fee demanded by the African
for actlng as’a front

-3
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part of the 30 shllllngs may accrue as a brlbe to. the -

off|C|aI who has to decnde whether to grant the Ticence

A ‘or’ to_Mr. B. Mr. A. or Mr. B. may be prepared
tc use .some of thlshdlfference between ‘the purchase price
and the sales prlce to help the offlcal to decnde‘to whom
he shalh hand' out the yaluable Ilcence.‘ g . o

- Alternatlvely, lnstead .of the marg|n accrutng to

< .
2 pﬁ%teXlStlng non-~ -African importers, African xmporters or

.

gove;nment llcens1ng'off|cets.the margin:could accrue to

#

the state trading organlsat|on. This could be done by the
. simple expedient.of .either charging private traders ..
:1~f’f commYssibn by selllng the licences for a fixed sum or by
auctlonnng the llcences to the highest bldders.

'vIn thlS way a state tradlng corporatlon, trading on 1ts

o-own account by restrlctlng the volume of |mp9;ts and by

hemselves abs"rbing the monepoly*profits on such restricted

R i =
trade, could have substantlally the same effects tn reducing

the volume of  trade as could be achleved by a system of
.- e " impbrt llcedces sold to private traders.
State trading organisations could ajse be used for the
purpose of expanding import or export trade which would re-
sult from the payment of impcrt or export subsidies. A
state‘ekport organisation could, for'example, purchase. .

Targer quantities of the home prgguce for sale abroad than

wquld be expd?ted by private traders. This wpuld‘result
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in a Joss‘and would cornespond”to an export sﬁbsidy which
] ; y-
) a-reglme of prlvate trade would have been necessary to

’ [ E E

qte - thls |ncrease in exports. B

,o, ¢

Slmllarly, w:th a state 1mport organlsatlon it could
purcbase ]arger quantxtles of xmports than the ordﬁnary
competltrve‘amounts and,put these on_sale on' the home.market

at a loss; This JSés wohfd correspond-to theﬂimport stib—

S

.ztju;; . sndFtwhlch would be necessary to promote this lncreased qu-
.antlty under awreglme'of private trade.
The KNTC could be used as a means of Afrlcanlsung |mports
and. at the same time.perform- numerous other lnternatlona1
trade obJectlves. Two approaches exist and have been

dlscussed i.e. the KNTC can trade on its gwn account

or it'ean licence African traders to do tfe importing.

e This method of alloeating licenced. to African importers

;d”be difficuit to determlne. ‘Quotas set on the basis of
B >~ 2
past-import performance are obvnously |nadequate |n meeting

,Afrlc;n;satlon obJectnves because almost all importing

in the past has been performed by non-Africans.  Global
quotas which are gradually'reallocated to Africans would
be a move #n the right direction. However, several problems
may - emerge from such an approach First it.is likely

”hthat the greater proportlon of the quota would be a]located
to the orlglnal African |mporter§,£ather than to newly
appornted Afrfbans. 0bJ39qun5 to this stem from,the basis

of seTeetihg'the original African traders and from the

-

)’
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freedom of*entry that is- lmplled Th1§ freedom of entry

iwould be necessary to counterbalance the danger of collu-

5

SJDn from deve]oplng Wthh mlght result |n prlce |ncreases,

i'imonopoly proflts and an UnJUStlfled flow of resources from

consumers td lmporters. ¢

TRe grantan o?’tmport iicencesgto‘é‘select group
C
of Afrlcan lmporters |s lessdthan satisfactory: because the

. Kﬁti loses contro] over |mports because of- the - dangers of |
monopoly sxtuatlons;’developlng and because of the dangers-
'of,Afrlcans becomlng fronts for‘npn-Afrlcan.traders. 1t
is ohvious*that any system of Africanising the]importwtrade”’
based upon a system;of restricted lfcensingtis bound to,fail
if it is hoth possibfe and adyantageous for the pTimary.

’ recnplents of, the llcences to resel] the licences or resel]

o-the commodlty W|thout performlng any of. the marketlng

aEunctlons. Elther one must have &" law- that makes it |]]egal

"E!"‘
to se]l tq the non-Africans and polnced to ensure that it is

—
effective or one must use the prlce mechanism to ensure that
{
it 'is financially advantageous for Africans to’ perform the

-marketing functions. Unfortunately the latter solution

-
P

implies pfice increases which run counter to consumer
interests. In addition this;would result in-a bigger
comm:ssnon béing. offered to Afrlcans with llcences when .
handlng over- the commodlty to ngn;\frlcans.

- The adﬁahtages of the KNTC doing the lmporting on its

own account, or acting as an indent agent for appointed



.*3’

sub agent55 are numerous.

(l) 0nly two ]eve]s “of the d|str|butlon system

s ,would have to"be po]rced to ensure non Afrlcans were

428

e

not tradlng xnstead of three,
(2) ]mporting and the vagaries ef ;he‘internationar

_preHuct and'moneyﬂﬁagket1are”ceﬁpléx'and much~fLr§her
removed from everveay;knoyledge of;the.average African I

$ﬁrader._ Mahy\econOmits»exist if persohhel within Ehe )

-KQTC obtalned in depth éxpertise in this field rather

than somewhat superficial knowledge belhg garned by‘

dozens or-even hundreds of individual imperfersawhqsey

prlmary role is that of who]esa]er, 4

(3) The obJectlve of protectxonswould be more easnly

accompllshed Wlth a single state controlled menopsony than

wnth nume rous lmporters, L e

iy The“KNTC could- canvass for cheapest sources of

'supp:y‘and to negotlate quantity dnscounts

——tt
\ IV. 7 SUMMARY -
KNTC objectives include increasing African'participation
in distributive trading by providing wholesale credit and

by ChanneTing geeas through Africah traders; by acting as an
exeprtwagent hér certain goods sold. to socialist bloc .

counthfes, and bv increasing efficiency and market pene-

.

: trafioh into rural areas. The“KﬂTE~has,'|n practlse con-

g
centrated almost all |ts efforts on lncreaSIng Afr:can part-
icipation in distributive trading. It is argued in this

' EaR
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chapter that thls is-a restrlcted obJectlve. K A
: - PR S e - N\
e Flrst the KNTC prlcnng poIIC|es mlght complement

&t er; government efforts to redress réa] lncome |mbalances

s T J_by;sub51d|5|ng prlces Tn rural areas- @nd by subsnd151ng co-

‘ . mmodltles more commonlx consumed by poorer people. 4n
addltlon to affectlng real incomes through its pr|C|ng
po];cnes the KNTC,Qby belng the sole purchaser qf a comm-

;odltYF“could be a countervan]lng power inm thé’ monopollstlc
and ollgopollstlc market structunes that Kenya finds itself
both |n lnternatlonal trade _and domestlc manufacturlng. .
Several models are presented thCh demonstrate how the KNTC:-

_ might reduce purchase prlces and/or |ncrease quantities ]

| purchased in both domestlc manufacturlng and lnternatlonai'
trade. In’ addltlon the advantages of the KNTC importing and

tnadlng on ltS ‘own account rather than tncensnngﬂAfrlcans

lscussed The remalnlng three ehapters are an analysns

of the actual operatlon of ‘the KNTC. --
_— L.
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OPERATIONS AND FINANGIAL ANALYSIS OF KNTC
" ﬂ, tINTRODUCTION

mo. e
.5

The alm-of this’ chapter is to rev1ew -the hlstory

of the’ kNJC's operatlen durlng ItS flrst five years.

-

Durlng the course 5? thlS revuew it W|ll be shown that

"

the$RNTC has steadlly moved away from a- poTlcy of tradlng )

,on lt% an accoqnt~thgs supplying marketlng services such

A

as proyiéing credit, transportation and storege to a po]jey :
of indenting and licensing. it is hypothesised>that the:
‘accumulatlon of large amounts of bad debts has left the '
KNTC short’ of working caplta] and that th|s has resulted in
' the partla] wnthdrawal of . the KNTC from. supplying ‘these
§erv1ces. It wnll be shown in Chapter Vi that the w1thr
o :qEEwaT of! these"marketlng servxces has resulted in Afrlcan
B wﬁhgﬁesalers hav1ng lncreased problems in prOV|d|ng the full
_range of market|ng servnces to thelr retallers thus maknng
it lncreaSIngﬁy difficult for the African wholesalers to
eompete with non-African wholese]ers who are able 'to provide

”

these services.

[1. ORGANISATION GROWTH AND MODUS OPERAND| OF KNTC

]

The Organlsatton of the KNTC
The KenyevNatuonal Tradlng Corporatlon was formed
in 1965 with-'an authorised capxtal of 10 000 shares of

_ 20_sh|ll|ngSreach.--Al] 10,000 shares have been lssued and




A - B . . ] ]L‘
fully paﬁdgend‘are held by.fhe Industrial and Commereial
Y4 ) w v :
Development Corporation. As mentioned earlier, the ICDC is

;,a statutory quy reportlng to the Mlnlstry of Commerce

and JIndustry. - Therefore the KNTC, although not a statutory
‘body, is é]osely controlled by the government. It is
from this close relatﬂonshlp with_the ‘government that the

4

KNTC obtains much of |t5 power. P . e i

T ¥ The KNTC obtains the. legal right'fo become a monopsonist/
( mopoholjst of certéin goods-distributed in Kenya through the
provieions of the Trade Licensing Act. Once an item
.}aﬁ comes under the Trade Licensing Act as a speoified-gobd,

that is, tradeable onfy by a‘citiéen, the KNTC can take

‘over Iooa] distribution pursuent.to*the Imports, Exports and

Essentlal Supplles Act. Vhk The source of the KNTC's powers

#-  to control certann imports emerges dlrectly from the pro-

Import, Export aid Essential Supplles Act._
:Part 2 Qf the Import, Export and Essential Supplies Act deals
-t ..

with import licensing. There are three schedules of goods
Hequiring‘licences outlined in the Act. Schedule one is a
list of all goods imported from countries other then Uganda

_or Tanzania which are prohibited withoot a licence issued
in accordance with the Act; échedule two is a list of

goods which may not be imported from any country without.a

144 Repub]nc of Kenya, “Imporz\\Export and Essential Su plies
Act, "Kénya Gazette (Nairobi: Government Printer, 1 6 8)
Cap. 502 and Legal Notice 348 :

3
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llcence |ssued ln accondance W|th the Act, and schedule

nthree IS a Ilst of those goods which may not be transferred

5

rnto Kenya: fromJUganda and Tanzanla except Vla “the Kenya
-Natlona] Tradlng Corporatlon B ‘
‘ In addltlon, goods on schedules one and twd may aleo
be confined to the KNTC " The'se goods are” conflned to the
oy
B c?zons belng lssued by the’ Director of Trade and Supplles
to -the Llcen5|ng Offlcer to.'the effect that these goods

should only be imported -via the KNTC. The, instructions.are

f“’ issued by*the Director in accordance with the powers -given =

to hjm under the Ac% to»]ay down the procedure for licences,
The principal objéetivefpursued‘bygthe KNTC is the

Afrlcanlsatlon of wholesale distributive trade. ]96

- . The KNTC Board of Management~con5|sts of. & chalrman

seven other members represntlng the government and the‘

-——

trade The day-to-day affairs are ‘delegated to the General
Manager. There are trading divisions in the KNTC, Produce
~and Provisi;ns, Textiles and, Hardwares. Each is headed by
a commercial execufive. The commercial executives report
to the cofmercial manager who in turn reports to the general
manager, In addition, there are the staff divisions. of

accounts, finance, and personnel. In May of 1970, the.

-

145 1 am. lndepted to Charles I:ga?,,Lega] Consultant to the
" . “East:African Development Bank'and Michael Phelps of the

Institute for Development Studies for guidance in writi

KNTC not by belng put on a special schedu]e ‘but by 1nstru-

r
3

145

ng.

the section on the source of the KNTC rnghts ln the field

~.of distribution.”
;.146 See Chapter V.

ES
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fol]ownng tommodltles were handled by the KNTCé
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,A,',Product and” PrOVISIons

Sugar wlocal and lmported

Saltis- - local ‘and imported | -

Rice: imported ’
- Edible oils and vegetable ghee’ (llquefned butter)
‘Soap : local -and lmported )
. Shampoos . -
~Local Bsweets (East Africa) g W
Imported. confectlonaFix\ '

Matches: local.and imported: . ..: T ; 
Jaggery, (sugar by-product) . .

" Battery cells - ”';{”

Torches: (flashllghts)

-Razor plades '~ e ' ’
_ Household insecticides: Local and imported

Rat traps - . )
Brooms and brushes: local and imported

Wines.and spirits : R

B. ‘Textlles

1

—olm~owirwm— "

f—

- @

‘Nytil Jlnja fabrlc

Mulco textiles - ?48

. Cotton piece goods: local and. imported
 Second- -hand clothing . -
"Shirts: Local and imperted -

. Knitwear Coa ‘ :
‘Blankets: . ‘local and” imperted

Socks and stockings
Suiting materials )
Japanese and other: Khangas

-Ready made trousers

C. Hardwares

5

0O~ OV o N —

~

‘Cement

Galvanised corruéated iron sheets "
Galvanised plain fencing wire
Pangas (hand axes)

‘Axes

Padlocks
Sheovels and spades
Hose and forks

14y Textiieé\ﬁ%nufacturedvin Uganda.

148 Textiles manufactured in Ugaﬁaa.a

r




in 1968 and hardware became!* ymportant in 1969.  The vdlue’

: 117
. '95 .Barbed wirg ‘
~10." Nails z
11, “Lanterns - : . .
12, Cooking pans. Ve .o PE
13. . Charcoal .irons - | -
1k, .- Metalbeds: local and |mported
15. Blcycles, spares, tyres and tubes.

GROWTH OF THE KNTC o J ¢

-

‘Tn the First" two,or three years of’operatJons, produce

'and prov:snons domlnated the KNTC's tradung acth|t|es i N

F?;gure 9).’ Text:]e tradlng became an |mportant actIV|ty

+ @

of g@ods traded has increased in each of the three cat-

_egorles with . tIME.» However, as a proportlon of -goods traded,

:produce and prOV|510ns have declined w:th time and both

textl]es and hardwares “have |ncreased “In the second half

.of 1969 the respectlve proportlons were 46 percent 31

;ipercent -ahd 22 percent (Tables V. 1. V.2 and V. 3) 149

) The Kenyan government was responsxble for sugar dis;~
trlbutloq before the formation of ‘the KNTC Sogar‘nas
conglned to the KNTC meedlately after the corporation was
fo'rmed and for the first two years sugar sales dominated the
KNTC's trading operations i.e, sugar sales comprised 93

percent @nd.96 percent oF the tota].KNTC sales in 1965/66

]49 Data for the perlods 1965/66 1966 /67, and 1967/68
were-extracted from the KNTC annual financial statements.,
-Audited -statements for 1968/69 were not available.

However, the KNTC made agg;l\gle unaudited trading acc-
.ounts for ‘the. two six month periods, July to December

1968 afid—"July to. December 1969. = Although the KNTC

was. not.organised along the lines of produce and pro-
“.visions, textiles .and hardware at its |ncept|on, the
analys:s was made along those llnes
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AVERAGE MONTHLY SALES OF PRODUCE?/PROVIS]ONS, TEXT!LES
Tt AND HARDWARE 1965- 1969

‘ . ¢ TeTA-
a L M SHR-ES
. . .“-“l . ¢
. o “
2.000 | . -
3, N ﬁ:‘
. . ‘
3 - .
1300 * i

Nl'obpr.E.

2[00 ‘ MARMWARE
&
SEc T BEEC BEC . BEC SEC
1965 1966 1967 196% 1269
" Source: Developed for audited #imagial statements for the

‘years; 1965 /66, 1966/67, and 1967/68 and from un-
audnted monthly trading accounts for -1968 and 1969,
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]966/67 cespéctively Imported rice was an lmportant KNTC

~— product 1n two: of its first three years (Tab]e v.1).

Mo T

*ve?al other: produce and prOV|510ns COmmOdltleS ‘became
M|mportant in 1968 |nclud|ng local salt Ioca] soap and
'edlb]e onls and ghees and to a lesser degree lmported salt,

lmported soap, 1mported confectlonary/aqd sweets and lmported

. - 1”"matches (Table V. l? L. - ‘.-‘ Sl , .
. Des . _$_:: > .
v ‘”_;' Small quantltles of textnles and second hand clothing -
p * . have beeninmported inte Kenya by‘the KNTC since its for-

mation, however, it was not until 1968 that Iafge,quantitieé
B of these products began. to be'imported by the KNTC. ~Other”
textile products, such as. |mported Khangas importedls0
shirts and imported blankets were dalso donfined to the KNTC B
in early 1968 and have been lmported in increasing amounts

sqnce that tlme (Tab]e V 2) . KA »x-ﬂs.

;»Locally produced cement. has been the domlnant commodlty_

withln_tns Rardware division accountlng for. more than 50
percent of the divisionﬂs—sa]es in.the latter half of 1968
and slightly I;ss than 50 percent in the latter nalf of 1969

. (Table V.3). Other important hardware products handleq by
the KNTC |nP1969 included blcyc]es and blcycle parts,

charcoal irons, iron sheets and nan]s

v

150 The KNTC uses the word impontrnngery.loosely\‘ These
. “imported shirts and blankets include transfers .from
. Uganda and Tanzania as-well as imports from out-
side of East Africa.

.
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. TABLE x 1

w -

KNTC PRODUCE/PROVISIONS SALES
1965 - 1969 -

B

Sales (£ 1000)

Percent of -Total KNTC sales

Produce/PTovisions -

Total all 8134 7959 11296 8590 *TE‘#39 N

"KNTC Sales

o e o & . ©
0 ~ Lo = S I - B N - 0
~ ~ ~ v E S B NSNS N gM 1
n 0 T o R A Le ] >m£\$ [¥e) N >@g0o >
Vo) O 1) = 0W = 0W O O — 0w ~—
A. O . O -~IJPO OO O O - IO I
& - e N~ YQe = - — Do~ 9
R - g - - —
Tocal .. " .~ = - N ‘
,sugar ,...7579 7653 8467 4766 4826 93 - 96 75 55 33
Imported - "7 7 T
sugar - 0 0 0o- 0 .55 0 0 0 0 QO
Tocal : - :
-salt 0 0 121 127 213 0 0 1 ~1 i
Imported. - C . . o
. salt 0 o "0 16 . 31 0 0 0 0 0
local b L . -
soap ' 0 0 0-- 553 1009 0 0O O 6 7
lmported : . o :
soap 0 0 0 19 & 0o 0 0.0 O
Edible . o L . . i
oid- & 0 0 - 0 - 79 W5, o0, 6 .0, 1 .3
~ghees = . . - : . ’ C . * .
j‘;'Tragmferred ‘ - e '
. - sweedks 0- 0 - 0 26 55 0 0 0 0 0
" Imported 1 S o
confection+ D 0 . © 200.-8 © "0 0-0 0
ary . .
Imported .
matches 0 0 0 84 18 0 0o 0 1 o0
Imported . ‘
rice - 3 0 L30 0 18 6 0 L 0 0
Drippings 21 6 0 0 0 0 0 0 0~ 0
House of e - ’
‘Manji : o » .
products 0 ..- 0 260 0 0 o 0 2 0 O
“Total . : 8082 7662 9327 5694 6693 99 96 83 66 46

Source: . Developed from audlted flnanc1a1 statements of the
* KNTC for the years 1965/66, 1966/67, and 1967 /68
and from unaudited monthly trading accounts of the
. KNTC for the years 1968 and 1969, -

December
1969



P

s o TABLE Ne2

KNTC TEXTILE SALES
1965 - 1.969; .

e,

121

sales (E 1000)

Percent of Total KNTC séles

. : -“.5 ql; T o L ;
-'a N R < Q. < 0
LT g R L2 ®y R gl 1R,
mn-. O ™~ —-00 — OO0 Wn W N o= B0 —.0\W0
. 0. O haYe) J.00 T 0W. W~ -\ “'TUOO I IR
%L O oY G A, D P0 O 0, 0\ Do, DA~
S A . - ¢ B= O~ = - =g
Importequ: P R .
‘Textl]ea -~ 5756 1671 174 298% 0 a0 1 2] 22
KNTC -2nd. ’ . - '
Hand ’
Clothing 56% 95 112 7 0 0 1 i 0. .07
Indented- 2" o ‘ , .
“Hand i . . :
Clothing 0 © 0. 190 521 0 o© o] 2 Lo
Japanese : R N - ’
Khangas 0o 8 68 36 27 .0 0 1 0 0
Non-:. . o ) s - e o
Japanese. - ", T . . , . .
Khangas - ‘0. 0 -0 45 . 34+ 0 0 Q.. ..1 o
[flmported.; - o . ' . O
~Shike -0 0® 0 59 180 M0 O - O 1
.U Importe : _ , .
"‘Blankets 6, O T 89 184 "0 o0 . @ 1 ]
Local -t Lo : ' .
Blankets 0 3 31 _ 0 378 o 0 0 0 3
. ‘
. \ ] .
Total 31 163 1853 2172 L4608 0O 2 16 25 31
* Textiles N ‘
Total all 813% 7959 11296’ 8590 14439
.KNTC Sa]es .
.Source: ~Developed From audited financial statements of
ORI ~the! KNTC for the years 1965/66, 1966/67, 1967/68 .

and from unaudited monthly tradlng accounts of the
KNTC ‘fer the year 1968 aqg,1969

T AL

e
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TABLE V.3
VKNTES HARDWARE SALES

1965 - 1969

Percent of Total KNTC sales
. o é

)

Lo, .o L. Lo "
o o I R T - 0 0
\O ™~ [o0] ND:~v 0 CAND P~ (¢0] 0 pc)
SN, \w»'l e ' £ N /\FN\ 1 B (=
n 0 NG00 XPO O > g > GO0
co O 0 pNo] — OO~ O\ WO\ \O — O\O = UND
< 4 a A O JOOVI QO OGN N TN IT OO0
= - - DQ~Da~ == - Pe—"0—
Cement; 0 0 . ,5-249 384" Q. 0 O -3
KNTC Agents™ : ‘
Cement: 0 O O 2111006 0 0O O 2
Manufacturers B
Bicycles & - . . . ' :
Spares'- 0 O 0 249 18 0 o0 O 3 1
Batteries@ O O 5 - 62 0.0 0 0 O
Torches 0 .0 O 0 26 0 0 0 0 O
Charcoal o L s
Irons 0. 0 O 0 2s%9 0 0 0 0 2
Razor o : :
Blades: R , X
lmported 0+ 0 O 0 63 0 0.0.0 "0
lron e S © ' . : T
- Sheets D 0 ©*0 0 763 0 o- 0. O 5
o Néii% 0 0 0 0 166 0 0 0 0 1
Razor Blades ' e
Local -..0 0 0 0 12 0. -0 o 0 0
Barbed : - )
Wire 0 Q 0 0 48 0 -0 0 0 0
Wines' and :
Spirits O 0 0 L 398 0 0 0 0 3
Pipes 5 0 0 0 0 0o o0 c 0 O
Total 5#0 5 719 3138 0 O 0 8
Hardware
Total all ‘8134 11296 8590 14439
KNTC Sales

Source Developed from audited financial statements of the
KNTC for, the years 1965766,~1966767,
from Gnaudited: monthly tradirng accounts of the
KNTC for the years 1968 and 1969. -

-

1967/68 and



. - : 123
The lest two: and oRe ha]f years. of the KNTC' ;

eX|stence were used to c]arlfy the corporatlon's obJectlves
f d.to buuld up the admnnlstratlve machlnery necessary'v'
qfd run a tradlng organlsatlon ' A number of false starts
'were‘made most’ probab]y due to lack of clearly deflqed terms
of reference-— Evudence oﬁ these earl roblems is~-found
TN the trading aecod;ts of the*KNTC for .the. finan¢ial .~
i i?".iv ¥ years 1965/66 and ]966/7 "A number of oddly assorted
. commodlntes were~traded in small—amounts for short periods.
Their. inclusion appears to follow no rational, well thought o
~ f’# ou; policy objective and -their trading was subseqUently"fi"
' abandoned. gxamples o} cemmoditbes in}tial]y traded but
later abandoned include'sisal (1'16“P82T 151" radios (k:47),
p|pes (£ & 786), penC|ls (h 336), typewrltlng 0il (h 38),
béef. drlpplngs (L 20 ,587), sewnng mach|nes (£ 169),’bolts
__;i‘» (hggl) and- canned goods (k. 474). T
V ' By theqend of its second flnanCIal year the KNTC had
abandoned this apparently—dlrectlonless trading programme
and had organi;ed itself along the lines of .a produce and
provision division, a textile division and a hardware

division. [t also appears to have made the decision to

trade in those.commodities that represent the African

’

- 151, The values in parentheses are the total value—of goods
‘ traded before the line was subsequently dropped from
the- trading.] ist. Most of these commodities were, ex-
cluded from the abbreviated Tables of sales-of the
three KNTC divisions (Tables V.1, V.2 and V.3

»



,consumptlon ltems that are«sold through commercnal channels

":and Wthh are not so]d through the marketlng boards, market-
152 -

These goods have been conf;ned to the KNTC |rrespect1ve

of whether they are |mported or, produced in Kenya. .

In décxdlng which” commodrtnes wou{d be“tonfihed to

“'the KNTC for Afrlcanlsatlon,‘the government . and- ‘the . KNTC o

"~ «

»a]so appear to have taken cognlzance ‘of the fact that the
_emerging Afrlcan traders d|d not-possess all the skllls and
resources possessed by the well established non-Afr;can
Fﬁﬁ tradersl With a very few. exceptions the:commodtties that +
- have been Fonfined to the kNTC for Africanisation have pqéﬁ; .
law risk, nod-perishable, ﬁoheteohnicaf goods and are not
subJect ‘to- changlng tastes. Possible exceptions to'this'

mﬂght |nclude battery ce]ls Wthh do have a llmkted shelf

“'nd poss:bly some of the textlle products WhICh are4
. 'subJect to, séme style changes

S However, except for -these two products, few marketing
. .

risks are, involved in the trading of the commodities thus
far confined to the KNTC. Neither. demand nor supplv is
subject to 1&rge unpredictabie changes as might be expected
with certain agribu]tural'products or with the more fashio-

able teéxtile lines.. Therefore, the new African traders K -

(Or'the KNTC for that matter) does*not‘face,the problems of

N

=

152 - See Appendlx D for a descrlptlon of conSumptnon pattern
of Afrlcans, Asians and Europeans in East Afrlca.
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fluctuatlng prlces. In«addftion, none of these produéts
are partlcularly ;erlshable provxdlng that they are. kept
1ry and away frqm vermin, ThlS means that the only
: -storage requnrements necessary are those suff|c1ent to
prevent the\commodltles from getting wet and to p?event.
vermtn from attacking)the'produoe ,NS extra capital.

' equnpment, such as refr1gerat|on units, are requ:red

.

_ Th1s Iack of perlshablllty also has the added advantages that
k |f a,new trader overstocks a' oertaln line the only cost to
whim is the opportunlty cost of the capltal.tled,up in excess
stocks whereas with.overstocking in a'perishabte-commodity
]osses may be the 10ss of the product itself or at best a.
. ]arge price. reduction to clear the éxcess stoc%s. L
. KNTC sa]es durlng the July-December 1969 perlod were
oK K E 14 439 thousands The KNTC |mports from. outside of
A_;g&enya are estxmated at Kt 5, 524 thousands 153 and the’ KNTC )
~::Tes of focal manufacturers. are. estimated at KL 8 9]5

thousands for the six month perlod To obtain an estimate

‘of tota]vKNTC imports and total KNTC sales of domestic
manufactured products for 1969, these si; month estimates -

| are multiflied by a factor of two giving K £ 11,048 ’
thousands for 'KNTC 1mports and K h 17 830 thousands for KNTC

sales of domestic manufactured. products.

~

153 cCalcualted, from lnformatlonFB?esented in Tables V. 1-
V.3. Sugar valued at K k 800'thousands was transferred
- from Uganda. The value of imports were adjusted
'accordlngly

EREPoN

r
3
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KNTC 'MARKE"TING OPERAT ONS.

st R s I

) 126-
. Totar xmporgs inta Kenya in 1969 was K E 128 2 o
154

mllllans and the-gross output of Kenya's manufacturing

155

;ndustrles was K,h 137 mllllons. Therefqre;‘KNTCY{mpérts.

"Fwere approxnmately 9 percent of tota] lmports into Kenya

and KNTC sa]es of ]ocal products were 13 percent 6f ‘total
output,é?‘loca1 |ndustry " With on]¥~{ pefeent of total
lmports and 13 percent of sales of domestic manufactures
conflned to the KNTC it is- c]ear that the “role of - the KNTC
in Aﬂrtcan|51ng and meetlng other government international
trade. and domestic trade -ob jectives is serlously4C|rcum:;

cate A

scribed. * - . . T e

x

Kenya is d|v1ded into some 50 districts. Atrican

traders of produce and provsnons or textlles.or hardware
o

;appornted to,spec1f|c dlStrthS by the KNTC 'In_i .

: Tﬂ*hcuple, these sub- d:atrxbutors are restrlcted to trading’
. d , :

in the-%ne district to which“they are appeinted.
The KNTC uses three appréaéhes to meet its objective

of Africanising the wholesale trade of those commodities

. that haveﬂpeen confined to it.  In all three approacHes the

KNTC'S ability to Africanise stems from its being granted

'monopson}stit/monopolistic powers over importing and'purchasing

from domestic manufacturers under the provisions of the

Trade‘Licensng;Act and the Imp;rtgl Exports and ﬁseentia]

ISE_ East_African Customs and Excise; Annual Trade Report Of
Tanzania, Uganda, and Kenya, 1969 (Mombasa: East African
Customs and Excise Department -1970). Tables | & V.

= 155 iRepubllc of Kenya, Deve]opment Plan 1970-1974 (Naurobl:

Government Prlnter, 1969), p. 307.

wy
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Supplles Act. > D :

in- the first approach the KNTC exerC|ses its ]egal

‘ght to.purchasé’ and buys;and,sellshon_rts-own ‘account.
Under‘this sxstem the. KNTC imports directly, imporfs through
ah'interﬁediary or purchases direct}y from'}ocal maﬁufactu-
rers. The purchased commodnty is thER\sto:ed in the KNTC

'vowqgg warehouses at Kltale Eldoret Thomson's Falls,'~-

Ll
W

. Nanyukl, Karatlna, Klsumu, Maragwa, Kericho, Nakuru, Thika

- - ' Naerbl, Machakos, Nalvasha and Mombasa. 156 The commodify

is then purchased by KNTC apponnted African sub dlstrxbutors

- NPT

- y’#» from the KNTC warehouses who in turn sell to’ retaxlers,

sub who]esalers or to flnal consumers

4

The services prov:dqed by or through the KNTC include

credit storage ‘transport, securing a source.of supply,
i NI -
o derlng, bulk break1ng, and price sett|ng Commodities

Eﬁnzcanlsed using this approach |nc1ude sugar salt, edible
oils andwghees (before policy change), imported matches,
razor blades certain textiles (before policy change) and
;:eme;\t.}57

_ The second type of marketing procedure used by the
KNTC is pu:chasing on behalf of appointed sub-distributors.
Sub;distributors place their orders with the KNTC which
.. ' then%p}aces rt with the manufacturer. The KNTé_pays the

- v—«’\
156  The KNTC has two warehouses at Narobl, Karatiga- and
Kisumu and one warehouse at each.of the other: fowns
‘mentidned.

157 A description of the marketing functionswperforﬁed by the
~~ 7 .KNTC ‘and its appointed sub-distributors in the marketing
of these commodities is presented in ‘Appendix |.

~~



128

'”‘manufacturer who sends theﬂgoods to the rallway station.

N

N “'ﬂnhr Closest to the sub d|str|butor. The- KNTC sends the

:"’:ease papers to the sub- dlstrlbutors' bank wh|ch will
s f’f';hand over these papers only after the ‘Sub- dxstrlbutor pays
| | - the‘KNTC. The sub-dlstrlbutor takes the release papers

to the railway station.and?takes:possess{on'of the-goddsp
- . the- maJor services Qrov1ded by the KNTC are locatlng

B~
ﬁsourc§§ of supply and guaranteelng payment tS: the manufact-

'urer who mlght otherwnse—be unwi'l Ling to sell to unknown
African traders. Commissions are paid to the KNTC either o
by the manufaeturer or by the SUdeistributor. Examples,,f;v
of commodities traded ih thjs way _include domestic salt,
certain'Ugandan textiles), and Japanesethangas.
The fxnal approach emp]oyed by the KNTC has been to
pegmlt some or all of the app01nted sub agents to purchase
< -=-4:idnrect]y From Iocal manufacturers and-to impart directly" fr-
'5om overseas manufacturers. In the case of Afrlcan|5|ng the
products of iocal manufacturers the KNTC instructs the ’
manufaeturer that all of his output must be'sold to KNTC
appointed sub-agents. The problem_is slight]yrmore‘complex
in the case ot imported goods. ’
--Certa?n goods require fmport'lidences under the pro-
visions of the Import, Export and Essentlal Supplles ‘Act.
A number of goods handled by the ﬁﬂlg\reqU|re ]lcences either
;because they are~schedule | Hlu;tems of‘the Import, Export

and Essential Supplies Act or because they are schedule | or

Ilﬁgoods”of‘the 1mport, Export -and Essential Supplies Act
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WhICh have a]so been conflned to the” KNTC by Trade afd

’"'upplres 158 The maJor Teasons fof placlng goods on one

?three schedu]es was protectxon of ~locat |ndustry 8

F{ chedule | and II goods) “and Afrlcanlsatlon (Schedule

T goods) or both-protectnon and Afrlcanlsatlon in the¢case

of goods placed on schedule- l and: Il whlch have,also been

A

conflned to the KNTC.

s W e

! ; Th@?e are. three baSIC types of Ilcences issued

‘for goods conflned to the KNTC R

a) Llcences may be issued without restriction as
'to quantity provided that the appllcatlon has

been approved by the KNTC. TN

b) Llcences may be issued W|thout restriction as
to quantity provided that the price of the good is .
. above a certain minimum 159 .and provided that the
application has been approved by .the KNTC eg.
boiled sweets may be imported provided that they
. . are over 2 shs. per ‘pound, imported shirts above
) g. 20 shs.’ ‘CIF Mombasa and |mported blankets _above
T 15 shs. per blanket ‘ ) . .
:fThe commodlty may be under a quota restriction
“and also confined to -the KNTC, e.g., imported
matérial is under quota and_is hand]ed'by the
KNTC. The quota is divided between manufacturers
-and KNTC‘sub agents.” Manufacturers quotas were
based upon their 1967 usage figures,

It should be emphasised that import licences are not.
- :
issued by the KNTC but by Trade and Supplies. Indents are
sent to fhe KNTC by the KNTC's appéinted sub-distributors,

v

158 - Department of _-Trade and Supplies, a division within the
Mlnlstry of Commerce and lndustry"éponsnble for
“issuring lmportzllcences

159 The presumed: rationale for thls is that it will protect
local manufacturers of 4nexpensnve products from cheap

'lmports

Q
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lf the KNFC approves sthe Indent_ coples are sent to Trade

‘Supplles._ lt is stamplng of the lndent by Trade andﬂ
e$ which transforms the ndent lnto an- 1mport
llcence. The lmport s returned to the KNTC whlch wull

re]ease it to the sub agent upon recelpt of comm155|on-
-8 -~

In all three appfoaches to Afrlca’gatlon it would appear

that the- government and the KNTC have taken ° cognlzance of.

‘;‘. e

) the fact that one of the contrlbutlng reasons for the lack

s

R T of Afrlcan part:cnpatlon in wholesallng is that sources

of supply were controlled by non- Afrlcans. By grantlng

- fﬂ’ - monopsony/monopo]y powers to the KNTC the government ‘has eff-

- ect|vely placed supplies, under the control of Afrlcans.' In-
3
addltxon, by ordering commodltles, arranglng for thenr

transportatlon, by warehousnng them and by selllng on

s 1Y

_cre lt lt would appear -that the KNTC has ' taken cognlzance of

v

e ';1the5¥§rt that many African traders lack capltal and.ex-
perlencebkyThese marketing services are only- provided by the

. KNTC when it trades on its own account. They are not
; ) 2 .

r;provided when the KNTC acts as an indenting agent or as a li-
censing agent _ S ' .
. : a -It would seem that the KNTC orignally adopted three

-,different_approaches as-a result of a realisation that
~ ot P . : ’
o differentocommodities require different channels of dis-
tribution. For lnstance, the KNTCVfFEHes of its own account

e
“those’ COmmOdItleS the demand For thCh is relatnvely stable
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. €.g. sugar; salt, vegetable oils and ghees and certain

iles. .The demand, for certain other textiles,,suchqas-ﬁ

o . L R . o R . e ;
‘;éhgas, is. hot:so éasily predicted. -Therefote, to prevent

the‘danger.of overetocking-the KNTC places-orders on]Z

after recenvnng flrms orders from its app0|nted sub- agénts

However by not tradlag on lts oWn accoun s the KNTC is fore-

~,vgo1ng£gpe of its greatest potentlals, the” ablllty to use |ts-

LR

BT

o market.power_to influence both’ quantltles purchased and
. . . PO LY . .

brfces pafd‘ VThiéﬂpotential use of market power is important

and ‘will become |ncrea5|ngly so lf the KNTC takes over a

+

wider range of commodltxes

~ P

Tl FINANCIAL ANALYSIS OF KNTC .
. The KNTC has - been steadlly shlftlng away from. tradlng
onghts own account to becomlng a purchasnng agent_and approv-

,:dlstrlbutors dlrect purchases ~ Evidence of thls"'

( change in emphasis from trading on the KNTC account to g

approving lmports.ls presented in Tahle V.4, As mentloned

earlier! goods éonfined-to the KNTE are marketed in three
different ways. ' First, the KNTC may purchase the commodjty
and then rese#] it to its sub -distributors; secondly, suh-
dlstrnbutors may order goods From the KNTC which then purc-
hases the good for. the sub-dlstrnbutor; finally the sub-dis-
tributors hay purchase directly frqm,ggnestic manufacturers
or’ import dlrectr?’from the overseas suppllers wnth the:

approva1 of the KNTC. In the trading accounts of. the KNTC

the second and thlrd methods of marketing are aggregated under
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. the _rubric”of indénted orders. :

-

3
-t

L. . ¢
s e

oA

. SN ]3?

: "In-I§65/66 the, flrst year of. its operatlon, thewvA? .-
W;E chtalned 93 percent of lts proflts from goods traded
on its. own account and only 7 percent from lndented orders
and other- commISS|ons Slnce then the proportlon of profits

derlved from goods traded on the KNTC'slﬂnn account have.rfv

Py

”3‘Stéadt%¥ decilned -- except for 1966/67, a year of maJpr

o rebrgan1sat10n.' By the latter half of 1969, ‘the last

perlod for Wthh any data were avallable at the time of
wrltlng, only 45 percent of the KNTC's trading proflts were_iﬁ
dérived from goods traded on the KNTC account. ‘Since Dec-
“ember 1969 “number of goods lncludlng vegetab]e oil and
ghee and some textlles have ceased to be traded on the

KNTC account and.are now lmported dxrectly. For.thls

At |s probably reasonable to assume that ln 1970 o

lessTTﬁan flfty percent of the gross tradlng profit -of the
KNTC was -frdm goods traded dxrectly-dn the KNTC account
and that over fiﬁty percent—of the profit was from commissions
on indehted orders and fmports.

By the end of 1969 the KNTC had accrued K b 800,000 of
bad débts on credit sugar sales. ' This compares with corr-

ected assets ‘of K-k 922 570 in June 1968 (Table V.6) and

'ls substantlally in excess of the gross trading profit of

-

]60 made by the KNTC oﬁ“?ﬂﬁsr ‘sales during, its

K-k 550 000

-

160 - Audited and- unaudited trading accounts of the KNTC.

7
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TABLE v. 4

ORIGIN 0F KNTC TRADING PROFITS

‘ : 1965 - 1969 S ¢
: Rroflt "uProflt Groés .+ Percentage-
e on Direct on In-. Trading of Trading -
e 7 .Sales ’ dented = Profit  Profit from
e L E '000 Ordéers k '000 Indented -
; b G R 0 [o] ¢ - Orders -
Period
1965 /66 : 206 . 16 222 7. 0w
1966/67 - 100 17 . 7 15
1967768+ . 296 - A57e . 32 13
July -to December . 128 67 196 - 34
]968 - '.'s - - . - .
o o ) ) ) o bt - O
_Ju]y‘tgjpe;ember. L 120° . 270 L5

Source: *Audlted tradlng accounts of-KNTC for years 1965/66,
1966/67 and 1967/68 and uanaudited "trading accounts
of6|nd\V|dual commodities July December ]968 and

' 1969

An excerpt from the East Afrlcan Standard summarises the
problem The Kenya National’ Trading Corporatlon had run
into difficulties because -traders had failed to
"pay back loans granted for sugar, the Minister of
Commerce and lndustry, Mr. Osogo, said in Nairobi
yesterday. Some t 800,000 was still outstanding...
As -a result the Treasury had refused to give. further
advances to traders until thg,mggey was repaid.
The KNTC for,.its part had stoppe granting loans to
~ traders. 161+ . e

161 East African Standard, February 10, 1970.

P
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It is not. altOgether cleanqhow the sntuatlon got so far
,m. »

."out of - hand but a maJor contrlbutlng factor was that the

:'Tthad set up no system of cred|t control Some tradersh”
N ,,; :"2 were able.to buy sugar on cred:t for several ‘consecutive
. | weeks or even months wi thout repaying a single shul]fqg.
in fact, céses ekisf dF’éhh‘dPstfiBﬁto,s*Puyihg a number
) of consxgnments of sugar on credit and then ceasing to
vy if>'_i_ »purchgée Later, when the KNTC -was attemptlng to make
‘collectbon on ‘these bad ﬁebts |twtransp|red ‘that the traders
had ]ong,SInce disappeared and wereAuntraqeab]ezlsg .
' f" Ah analysis of Nairobi credit sales revealed that - &
the 26 Nalrob| sugar sub dlstrlbutors had ‘credit still
outstanding or had had thelr deth'wrltten off 163 In
a number-of qasegzghe sums of money involved were sub-
.‘ sﬁahtia] g The debfs‘of'lo Nairobf suéar sub-di%tribdtbr;,

*”;lng 1. 6 mll?lon shillings, had ‘Been written off.

A }The Iargest dgbt written off was 460 thousand shllllngs
“and the smallest -was 15 thousand shlllxngs ( M =16l
thousand sh:l]n%gs, g = 4] thousand shillings). TIn add-
itiqn to debts written off, sixteen Nairobi sub-distributors
stil]_ewed méhey totalling 1.9 million shillings. The
.largest.amopnt owed by a sub-disffibufor was 630 thousand
v’shil]ings the smallest 3 thousand shllllngs (M = 1]9
thousand shxlllngs, o = 64 thousang,sh\lllngs) An

- \/l L
162 anyersatjons with KNTC dfficials and data from KNTC files.

163 Data extracted from KNTC credit files.
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" additional, 120 thousgnd éh%llings‘was owned by §6vernmént“

institutions (M = 11 thousand shillings, & = 9 thousand

‘:\;1?ngs).. The sugjof Nairob[ sQE-dfstribuqor“s debts

written off and credit stillloutstandfﬁg was 3.6 million

é

-

shillings. _
A p}fbri there is'ﬁélﬁéasoﬁ to beljeve that defaults,
ngté-offs and debts‘;utsténaing should bé d}ffenent in 5
B “*Nai roﬁ than in other districts with the excéption that
,aimost'alf'institutiOnaf purchasing was done in Nairobi.
Subtracting the debt outstanding from institutional sources
~ #&, from toFgl debt outstanding leaves us with total Nairebi .- =
debts of 3.5 million sHiTlfngs. Approkimately 20 percent
oﬁ.a11'Kenya sugar sa]es‘afe'thraugh the Nai(ob{ depot.
To obtain a rough estimate of national debts, the Nairobi fig=
ur& was,MultTp{ligd py_é factor pF 5.-~This gavé,é.total of
.'lqégggflw}%ﬁ shiliings, of which 8 miTlion shillings would
- -havéqbeiﬂ_gebxs written off. This gstimated,figﬁré of
K £ 912,750 approximates. the figufe_of K-t 800,000 quéted
by the'Ministe:. ‘
During the period that these debts_ were being accumu- —
lated the KNTC sold approximately K k 38 millions of sugar.
Defaults of K k£ 800 thousand représents just a little
over 2 percent of tetal sales. However, the gross trading .
profit on sugar-sales was approximarely K £ 5550 ﬁLousand,

i.e., credit lossés on sugar sales were much larger than the

gross trading profifs derived from sugar sales.

* - .7
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_. - AS mentidned¥earlier, the KNTC has an. authorised equity.

' tpltal of - 10, 000 shares of 20. 00 shllllngs each, al] of-
whlch are |ssued fully pa|d and he]d by. the ICDC _ Some
worklng cap|tal is supplied by credit on sugar purchases.
Sugar‘manufacturers -are- paid By the’Ministry of Commerce and
Industry at the end«of the month forzﬁ\] purchases made

‘*dugsgg the month, " The KNTC pays -the munnstry at the rate

PR

[N

‘rof one thlrd at the tlme the mlnlstry pays . the manufact-
LA ' .urer one thlrd on the ISth of the fol]owxng month and the
fina] thlrd at the end of the month. This glves an average
- f” credit- of approxnmately one month's sale of sugar ~However,
v ‘the KNTC was requ1red to have I~]/3 months of sugar in’

Stock one month for commercnal purposes and a thlrd of a

month at the.request of the government for stmateg:c
POt .

.purposes 164 -Therefore, lf the KNTC dld, in fact keep .

"lkfﬁTs’requ1red amount of sugar on stock, it would have to
have obtalned working capital from other sources.

It woquAappear that the required amount of sugar had
not been stored for in all three balance sheets stocks at
cost amounted to Iess than two weeks sugar sales. In
addltlon, some “of thlS total would have been made up of

stored textile and hardware products;]65

v . -

164 Informatron supplied by Mr%_qury.

165 KNTC audlted financial statements for the. years" 1965/66,
.1966/67. and 1967/68, Summaries of these financial
statements are presented in Appendix E.

«
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TABLE V.5
> . SUMMARY OF KNTC BALANCE SHEET-1968" K
. ke 4 K
, . i .
Share Capjtal . IQ,OQQ‘ leed Assets 39,020
s . - -~ D o - -
Unappropriated 83,421~ Subsnd*‘ty 5,650
Profit . -~ _Company. - e
V'.'U:seéﬁ?ed Loan ’v"14’072 * . Trade Investment 30,090
Current Llabllltles . * «Cyrrent Assets 1,338,612
- -71,305; 879 o
Total . ' . . LT
Liabilities 1,413,372 Total Assets 1,413,372

Source.: Adapted from audxted KNTC,ba]ance sheet 30th June

1968.

0; Thls credlt arrangement coqu have accounted for app-

. rOX|mately £ & 800 thousand of the source K k£ 1.3 ml]llon

"ﬂ'-‘x

current Inabhlltles in 1968. Nq'further |nfermat|on was
available” concernlng the‘remainind Kk 506,000. Either
the KNTC had reteived more liberal eredit on its sugar
purchases or it had secured some k?nd of government loan.
‘ ProvisLons for bad debts were K k ;04,948; Kt 3,878
and K & 200, 372 in 1966, 1967 and 1968 respectively,
summing. to a tota] of K £ 309, 198 g|v1ng a figure.of Kk
1,338,612 for current assets in 1968 (Tab]e 2). In 1967,
. ‘ TN )

‘the auditors of thé KNTC's books reported that, in their
opinion, the*provision for bad and doubtful debts might prove

-

linsufficient.
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TABLE V.6
% "REVISED KNTC BALANCE SHEET, “1968
SKE CUKE s

Share Capita1;, 10,000° .. " .Fixed Assets’ - -39,020_

Unappropriated 83,421 o Sub5|d|ary/«\ _ 5,@50
Profit . T --Company " T
s T e ol o .o ‘
SN S t.Unse;ured Loan. - 14,072 3 Trade Investment 30 090
R P Current SR T N Current
: © Liabilities 1,305,879 _Assets _ 847,810
. = Total ’ o ‘ . e
: Llabllltles 1,413,372 - Total Assets == 922,570

Source: Adapted from audited~kNTC'baIEnbe.sheef’SOth June 1968,

Time groved the audltors to be correct for in February ]970

-Mr Osego, admltted that some E. 800 ,000 .were outstanding. ]66

- : —.=»~.~

If Kt 800 ooo had been allowed For bad and doubtfu! debts
instead of K t 309,198 the 1968 currect assets would have

Vbeen reduced to K% 847,810 giving the following revised

&

balance. sheet.
o SUMMARY
“The KNTC is organlsed along three division lines,
produce and provisions, textiles and hardwares. The first

two and- onie half years of the KNTC's existence, apart from
‘ o — _

166 James Osogo, Minister of Commerce and .Industry, as re-
ported- in the East African Standard, February 10, 1970.

-
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Afrlcan|5|ng Sugar dlstrlbutlon, were spent c]arlfylng

qo' ectlves and creatlng the admlnlstratlve machlnery nec- .

nf‘sA“ ‘.: i;qu-‘Afmost a]l the goo&s conflned to the KNTC are non-
' . luxury | xtems largety consumed- by Afrlcan.' A]so, with ‘_
one of two excéptlons these‘ngds ‘are rela;{:efy“simp]e «
to who]esa]e. To a Ianég'extént these goods.are low: ;ri.sk
,;goods.beg;hse supp]y and demand are relatively predxctable
; and because,very few are persihable goods. Not one of the
goods conflned to the KNTC requires special storage or.
processing equipment other. than a secure, rainproof; Qermin—.wT“
. proof storage faC|I|ty F?naf]y, not. one of these comm-'
’ ___odltles requxres a great deal. of technlcal know]edge For
its marketlng.ano none of them rfequire any after sales .
servieihg.;'Not"surprisihgfy, éiven the hature of 511 these’t

'réstrfwaiohs;'ohly 9 'percent of all Kenys's imports and only’

13- percent of all Kenya's output from domestsc |ndustr|es ‘have

been conf:ned to the KNTC., - )
The *KNTC is éoving-away from. a policy of trading on its

own account to a policy of approving‘jndents tor importing

and buytng on behalf of sub-distr}butors. When the KNTC trades

on its own account it provided useful marketing services such

as credit,; transport and storage. This sfstem_of marketing

reduced” the capntal-requurements of Af_;gan who]esa]ers but

increased the worklﬁg/capltal requirements of the KNTC

" Credit data and the financial accounts of the KNTC show

. -
B,
.
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‘that the KNTC is short of wonklng capltal and it suggested

at |t i's thls shortage of’ worklng capltal which has

,11ted in the Shlftwln marketlng pollcy exhlblted by the
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ST -”7‘ CHAPTER VI~ ,
TITMTHE ROLE. OF THE KNTE IN INCREASING AFRICAN . . . = .
KRTIC!PAT;ON IN WHOLE SALE TRADE 1N’ KENYA o
. I INTRODUCTION s ‘

As waé”hoted7eafl}eP'tbé'KNTC has - gQgcehfrated'its s

oy

efforts on Afrlcanlsat|on of - |mport|ng and.wholesatling Bn -

$W|th only 9 percent of all lmports and " 13 percent of

‘all. domestlc manufactures conflned o the KNTC its impact

on total'lmportlng and wholesaling is severely limited.

The aim of this*chapter is to determine how successful -~ ..+

- the KNTC hes been in Afrfeanfsing those commodities that

. have beer confined to it and-to discuss someiof the factors

that may be preventing~KNTC,appointed sub-distributofs from

L4 .

R

_ffs hypothesused that. the KNTC Fias had a measure

of success in rts Africanisation obJectlves but has been

—

hampered partly by-shortcommjngs,of supporting measures

. ¢
such as the Trade Licensing Act and partly because of the

lack of resources under the control [of Afrjcan traders. It

~is also hypothééised that the KNTC policy.change5from

importing and tradihg on its own account to appointing African
importers wil] result.in a partial de- Afr:cannsatlon of

wholesallng of that commqdity.

&

g .
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11 JFHE SUCCESS, OF THE KNIC TN AFRICANISING
IMPORTING AND WHOLESALING OF
3 SELECTED COMMODITIES

gg The KNTCG had appointed 635 produce ‘and provisjons

sub- dlstrhbutors, 124 textjle sub dlstrlbutors and 131\

, haqdware sub- dlstr|SUtors by ear]y ]é’\\]67_ Of the |

B -:aa 635§broduce and prov:snons sub- dlstrlbutors 4]4 were perml
T !tted to trade |n all PCOVISIGnS xncludlng sugar whereas

the rema|n|ng 221 were permltted to trade in all prov1510ns

with the excgption that they were not permltted to purchase

" Pﬁ’ sugar from the KNTC warehouses ]68
. -in chapter it was showq that African traders may be
constrained by ]ack of capltal and expernence lt is

hypothe5|sed that many sub- dlstrlbutors are not tradlng due

towthese cOnstraants The hypothes:s that many sub- distri-

butors were, not trading was. tested usnng the sales sl.ips,
q

LY

167 The KNTC has lists of African. traders that it has appointed
as produce and provigion textile and hardware sub-
distributors. These lists are periodically updated and
are fgr circulation within the KNTC. They are not pub-
lishe .

4

168 The apparent reason for not allowing certain produce and
" provision sub-distributors to trade in sugar is that the
~ KNTC -allows each sub-distributor to purchase up to 500 °
bags of sugar per month, any appointments of produce
and provisions sub- distributors over the required number
necessary_for sugar distribution would not-be permitted
to sell sugar. |If for exampte;lassume a district has
monthly sugar consumption of 5,000 bags. The first

- 10 produce and provisions sub- dlstrlbutors appointed to
the district would be permitted to purchase sugar. Any
subzdistributors appointed subsequent to the appointment
of ‘the first 10 would not be permitted to sell sugar.

.




"six c\gmodltles represented 70 percent of ‘the’ KNTC sales

O

-

i 142
lndent orders and import lncences from KNTC fl1850169 T

The KNTC ln 30’commod|txes durlng the perlod under

'Lysis. “There was insufficient. time to conduct thes. o

73

'Lﬂjnana1y5|s on all: commodltles, therefore, a sample of

snx commodities was chosen; sugar, vegetable oil and

ghee, textlle fabrlcs stored in'the KNTC'warehouses,

lmported blankets and«domestlcally pro/ﬂced cement These

[

bEtween Ju]y and December ]969 (Tables Vil, V.2 and V.3).

!n addltlon to representlng a major proportion of

‘sales,'these six goods represent the fuli range of operatlons

~- [

of the KNTC. For-egamole “two of the six commodities are
classified as- produce and provisiqh and both were stored by
the KNTC in the 17 warehouses. Three of the’chosen_commodities
are - cIassnfled mnder the textile division. One, of'these

o .
,three textlle c]oth " was sold on the KNTC account and was.

e

s .. .

169 When-4 KNTC sub-distributor makes a purchase from a

KNTC warehouse, or when the KNTC makes purchases on

an indent basus on behalf of a sub-distributor, or

when a KNTC sub-distributor imports directly commodities
confined to the KNTC a record containing the date,
sub-distributors?'s name, warehouse, quantity purchased
price pald is filed at the KNTC'S headquarters in
Nairobi?

A .sheet of paper was prepared for each sub-distributor
with columns for the relevant sales information, i.e.

"z} +  date, warehouse, quantity, price and total ‘value, . -

The ‘information contained on each sales slip in the

six files was transcribed toyihe\re]evant sub-
distributor.!s;sheet of paper. The end result of this

" exercise was detailed information on ‘the number of KNTC
appointed sub-distributors who were trading and the value
of the product they were purchasnng This data was used
for the. following analysis. o :

-
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-'stored in-and purchased out of the KNTE warehouses inu

143

’ Nalroblv Mombasa and Klsumu. N The remaining two textile

roducts were lmported shlrts and imported blanketswfrom
‘jda; Tanzanla and the rest of the world,’ These “two

“e commodltles were not tra?ed on the KNTC account but atl

'lmports had to have the approval of the KNTC and Trade and

p

Supplles. The Hardgare leISlOﬂ was'damlnated by cement pur-

.chases so cement sales were chosen to represent hardware.

SN > . . S

-sl_]gar- .. : o . .. o

7.

Two hundred and thiry commercial traders purchased

sugar from KNTC warehouses during the month of January, .

1970. 170 One hundred and nxnety two of these were KNTC

' app0|nted sub dlstributors i. e.flm -the month of January, 1970

less than flfty percent of all African traders perm:tted

to purchase sugar from KNTC warehouses actually,made purchases

(Tab]e Vl 1. Not only were there ‘& large number of sub-

E dlStrIbUtOFS tradlng in sugar but no single, flrm or small group

-

of flrms4dom1nated sugar dlstrlbuted in Kenya, the three

largest firms between them distributed only 6 percent of the

sugar wholesaled during January 1970 and 81 percent of all

‘sales were made by firms |nd1v4dually selling less than

1 percent of the- total Kenyan sales (Tab]e Vi, 1):

.

v

170 Sugar sub-dlstrlbutors make
on .average 10 times per mont
that sales~figures collected
‘would suffice to.deterdine t

_and the degree of market con

ases relatlve]y frequently
t was therefore . thought

over a period of a month
he«ngmber of active traders
cent atlon

kS

-

i
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or organisations purchased sugar from the KNTC warehouses dur-

& - b _ -
CThk
) « % BaBLE VI
\ ER AND CONCENTRATION OF SUGAR SUB DISTRIBUTORS
; TN KEN?A ~JANUARY 1970
PERCENT OF  KNTC SUB-  NON-KNTC® ALL DISTRIBUTORS
NATIONAL. . DISTRIBUTOR__SUB-DISTR|~-. - - ' -
SALES PER -» A - BUTORS ’ T N .
SELLER — N\
-;Y-Hc. ..n . Number PeECent ~° " Percent” - “percent .
e W ~oof " of - of
e . .. .+ National National National
) - .Sales - Number: Sales Number Sales
0.49 120 .30 51 6 171 36
0.50-0.99 59- 42, 5 . 3 64 hg
1.00-1.59 11 13 1 1 2 14
1.50-1.99 0 -- .1 a y i
2.00 .2 5 0 - : 2 .5
192 90- - 58 .11 " 280 “Uoip1®
'”Seu}ce Orxghnal data extracted from KNTC flles
-a -
Two hundred and fifty separate |nd|V|duals firms

ing thé month of January 1970. One hundred and ninety-two

were positively idéntified as being KNTC appointed

sugar

sub-distributors i.e. they -appeared on at least one of the

lists of KNTC appointed produce and pfovisions sub-

butors. - The “Fremaining 58 organisations that purchased sugar

during January were ‘not on any of the lists of the
sub-distributors that are periodically produced by

Twenty of these identified as government institutions.

distri-

KNTC
the KNTC.
The

remaining 38 were either appointed sub-distributors who

did not appear on the lists of sub-distributors or-
not appointed sub-distributors. —

b Does not sum to-100 percent due to round

»

they were

ing.-
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Sow L NTABRE VILE s |

'-AND',:Q'»QNC‘E,NTRAT‘I ON OF OIL _SU!B-'D'I STRIBUTORS .. . . . - .
¥ INKENYA, OCTOBER..1969 TO JANUARY 1970 < .

" PERCENTOF © KNTC*SUB- ~ ~ ~NON-KNTC® ~ ALL - ‘

NATIONAL - . DISTRIBUTORS . SUB- " -VJ'DISTRISUTORS v

SALES PER L 2 DISTRIBUTORS =~ ~ S
. 5. . /\ N

 SELLER - -
:A;,MQ, .. Number ~ Percent ‘' ‘Number ,Percéht'iNUmBg} »_Pehﬁent
RESER o of . - " . of . - of
“e. ., - .~ 7 . National : National National
' . . Sales ~ - "4~ Sales © Sales
049 € 92 - 16 " 130 7 222 .0 23
. p#0.50-0.99 .15 1.6 L 21 T a3
1000-1.49 7 9 . - 3. 3 10 12
1.50-1.99 4~ 7 ptT g 5 9
2.00> 7. 23 . 5 18 "2 W

""3‘:_'1’2‘57" T A5 Tsa . 270 0 100

‘,
—t .

Source: Original data extracted from KNTC files,
: a .

: Two hundréd and seventy separate individuals, firms
“‘or-organisations purchased-vegetable oil from the KNTC ware-
‘houses during the 4 months of October,1969 and January '1970.
One hundred and twenty five of these wWere listed as KNTC
-sub-distributorse Of the remaining Jdne hundred and forty-
five; nineteen were government institutions and eighty five
were considered commercial non KNTC appointed sub-distributors.
The remaining 4] individually purchased less than 50 cans
from the. KNTC warehouses. Commercial sub-distributor whole-

" salers each purchased hundreds or thousands of cans during
.'the same period so quite obviously they were not sub-~distri-

butor wholesalers. "Many were identifTéd as employees' of
thefKNTwaocking at“the individual warehouses. -

-

D

¥
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‘ 0% w«_;m seventeen KNTtawarehouses durlng four month perlod
T ‘ October 1969 to January 1970 (Table VI.2). ]70 - On ]y 125 of
these were KNTC app0|nted produce and provisions sub dlstrl

butors. ~ The KNTC had appglnted 635 firms éﬁ\dlstrlbutors of

. vegetab1e$g|1 and other produce and prOV|510ns, 1.e. over
L 80 percent. of the Afrlcan traders who were permltted to
S e purchase vegetable 0|l d|rectly from KNTC warehouses did

not do so during October 1969 and January 1970. -
- yﬁf Al though there were almost as many dlstr|butors selllng .

oil as there‘were.sellxng sugar dlstrégutlon was more

concentrated with vegetah]e oii.than'withvsugar.’ For example

12 oil dlstr|butors 'representing less than five percent'of

the total number of actlve traders, each xndnvndually o

e .

han 2 percent of tota] natlonal vegetable oi.l

sales and between them they sold 41 percent of the natlonal

sales” (Table Vi.2). 171 CT

170 Vegetable oil purchases were made less frequently than
* were sugar purchases. It was therefore decided ‘that data
. collected over a four month period would provide a more
"accurate picture-of the number .of traders actively
trading and the market structure rather than one month
e as was. the case with -sugar. The same reasoning was used
for all the other commodities. -

171 The reason for thls is that whereEEHEUotas are allocated
for sugar. sales™i.e. no.individual sugar purchaser may
purchase more than 500 bags of sugar per month, no quotas
are placed on the amount of vegetable oil that may be
purchased by individual traders. The sugar quota system
is not-strictly adhered to but it does appear to prevent
‘individual purchasers from buying severa] times their quota.
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o L TABLE VI. 3
=T L iy ”}>.~ ’) N ’ . - : qg"'w - W B v B
. " NUMBER AND .CONCENTRATION OF TEXTiLE SUB-DISTRIBUTORS
- PURCHASING TEXTILE. CLOTH. FROM KNTC WAREHOUSES :
BETWEEN'OCTOBER 1969 AND JANUARY 1970 ¢
PERCENT OF .. NUMBER OF T\, TOTAL PERCENT
-NAT I ONAL « KNTC SUB-, . OF NATIONAL -
.. SAKES ;PER- ... DISTRIBUTORS. " SALE:S o
i SELLERY™ . R ) B Co -
* . : ; P S T f e

0.9¢
1.0-2.4 .
2.5-4.9 24
IO.Q-§:9' 1h
20.0-39.9. . . ] | 22
Shgo o B T

UadE « RIS B N
~
i
:

T

TOTAL ‘ _ 26 o 100

_.“,‘ . pu
-
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Textlles - i

N - -

One hundred and twenty four enterprxses had been

S S0 \_.-
cles p?d%uCts. Durlng the four month perlod of October 1969

to January ]970 —26~|;e.; Just-over 20 percent exercised ¢his
rlght and made ‘purchases- from one or.mofe of ‘the jthree ._ )
‘KNTC warehouses 5|tuated |n Nalrobu,dMombas/\and'Krsymy.

' '-.ln Cbapteﬁ“]l it was shown that |n I960-text|ie'whole-.‘"
salers were based in Kenyas' ]argest‘CJtles espec1al]y
.Nalrobl and Mombasa. -This area concentratlon has been un-
changed by the KNEC's inyolvement.!'Aoproximately one thind
of the country's textiles were'purchased from’each‘of the

>-three warehouses.- Twenty .two ot‘the'twenty six distributors T.
that were actlve durlng the perlod under analysns were based
in NaIBObI, Klsumu and Mombasa and between them they sold

of “the textnie c]oth purchased'from the KNTC. 7z

-+ 96 perce

'15"“"'
Not only was there a smaller number-of textlle sub-

——
distributors appointed than there was produce and prov1sxons

'_sub-d|str|butors bu% the proportion of those actually trading
was also smaller than the proportion trading in sugar.” ‘In
addltlon, there was more varlablllty in the size of purchases
amongst textile sub distributors. For'example, 15 of the 26

actlve traders |nd|V|dually purchased’ less ‘than 2 % 3 percent

172 ThlS lnformatlon is not presented'T"‘any of the .tables.
“"However, the sonfce is the same, i.e..the KNTC fl]es of

sales from each of their warehouses.
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f:l.porfed Shlrts ' _'? -~ S e

Thnrteen of the one hundred and twenty four apponnted
textile sub- dlstrxbutors |mported sh:rts betweenIOCtober 1969

and.-January 1970 (Tab]e VI 4) Al] of the;;\thlrteen were .

"':baﬁed |n$é|ther Nalrobl (10) or Mombasa (3). Not only

were more of the flrms based in Nanrobn than in Mombasa but

these flrms.also |mported more i.e. Nairobi based KNTC

sub~-distributor importers jmpohted-SS,percent of the,ehj[ts,lz%-

The werket sfructure‘foﬁ'shirt impoftefs during the
per-od under analysns was charater:sed by one large sub~-

~distributor, two lntermedlate sized lmporters and several

17k.

~sma]ID|mporters. The Iargest lmporter lmported 49 percentﬂ

-of al!ushlrts lmported durnng thlS perlod,and the smal]est o
seven |mporters.compr15|ng more than fifty percent of the-
L] .. .
et . L. : - :
total importers, imported less than 10 percent of the total

{

Imported B}ankets RPN

P

The situation was similar for imported blankets As

wnth lmported shlrts, only 13 of the one 'hundred and twenty

173 Flgures developed ‘from data extracted from KNTC files of’
~import. licences for shirts granted between Octaober 1969

&~ and January 1970 —N .

174 To the best of my knowledge this was a genuine’ Afrlcan

‘ owned KNTC-appointed sub-distributor of textiles.

.

f;): o
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. % TABLE V|“4 i ,

ING SH[RTS BETWEEN OCTOBER 1969 AND JANUARY 1970 - “-é

“"PERCENT‘OF‘ o, " ‘NUMBER OF 'TOTAL PER .

NATIONAL : KNTC SUB-. .. . CENT OF NATLONAL

SALES PER . . " DISTRIBUTORS" ',/\g SALES .
‘_.1 0-2.k - 3 5

2.5-4.9 "" o 1 ' S 3

5.0-9.9 3 20 o
10.0-19.9” , ©2 22
'20.0-39.9 . 0. . 0

w.0> N B B

TOTKi S £ ] g .

100 v

I . .-,

‘50urce 0r|g|na] ‘data extracted from KNTC fules

ot
four KNTC appoinﬁed textile distributers actually exercised
their rlght to import blankets durlng October 1969 to

January 1970 (Table VI.5). 175 Agaln there was a concentratlon
qf.purcha5|ng by firms based in Ehe major c1t|es, i.e.,

Nairobi 73 péTcent; Mombasa 22 pefrcent and Nakuru the
remaining 5 percent .of total blanket impo?ts;]76
o . =l

u—/\"
175 Flve .of them‘also nmported shlrts

176 Figures developed from data e&tracted from KNTC files
~of import licences for, blankets. .
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Table Vi ‘.5

: u BE'R AND CONCENTRA.TION OF TEXT[LE SuB- DISTRIBUTORS
IMPORTING ‘BLANKETS BETW%EN OCTOBER 1969 AND JANUARY
1970.

&

-

PERCENT OF
_NAT | ONAL

~""SALES PER

"‘.,SELL&k

~

P

.. " *NUMBER OF

KNTC suB-
DISTRIBUTORS

Capy

TOTAL PERCENT
. OF. NATIONAL-
" SALES . - -

‘0".9<'P
1.0-2.4 -

2.5-4.9,. ’  , SRR
5.0-9:9. 2. "
10.0-19.9 : s
20.0-39.9 ° 0 s
w0y ] : - ey

y o

100

“*

b
Source: Original data extracted-from KNTC fites

) .

r
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;Importlng of b]ankets dur:ng thlS perlod was domlnated

. - 9
by a snngle large lmporter whlch lmported 63 percent of all

]774,315

\5ke;s Imported durlng the perlod under analysns.
M Y

S ';‘~The‘maJor|ty of b]anket |mporters |mported ‘small quantltles

(; B

i.e. elght of the thirteen between them lmported elght
percent of the'totaL~b]ankets~rmported.lnto Kenya (Table

VI 5). * Again, Nalrobl domlnated |mport|ng w1th over 70 per-

< . -,

‘gent 6$=|mports of blankets béjng imported by Nairobi

e based fl;ms. e _, N R

Cement

I3 C-

- fﬂ’ Market structure.qf cement distributjbn'was more
“similar to the distribution of produce and provisions
thsn of textiles. During the four month period of October

1969'and'Jahuary'197o sixty of the 131 KNTC appointed

et (53

hardware sub dnstrlbutors actual]y made purchases” of cement . . }
(Téﬁ%ﬁ»Vl 6) There was no corcentration of purchasing i

in any onebarea as subﬁdiStributérs based—in-'twenty two
separate distriqt§ traded in cement.- Neither was there
3 :
-any one large sub-distrfbutor which dominated'trade{
Instead there Were‘four intermediate -sized distributors

‘ . -
« . . which ‘together distributed 37 percent of the cement distributed

N

177 This. firm was Hemraj Bharmal Ltd. and was not on any . . '
. + ofthe lists of KNTC approved textile sub-~distributors. .
, “It-has already been shown (Chapter I|1) that this firm ° :
.7 Was one of the, large Asian importers (and manufacturers)
) of . textiles prior to- these commodities beung conflned
to the KNTC ,
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by KNTpﬁsub~dﬁstr1bﬁtor9‘and 56 smaller sub-distributors who
g;gfggﬁgg fhe'remaining 63 percent of the cement (Table VI.6).
e g Y N o L :
. TABLE VI.6 -
-'NUMBER AND CONCENTRATION OF HARDWARE SUB-DISTRIBUTORS PUR-
CHASING CEMENT FROM THE KNTC. BETWEEN OCTOBER ]969 AND -
* JANUARY- 1970 e - ~
| = -
:PERCENT . _, NUﬁBER OF TOTAL PER
. - N OF*:NAT | ORFAL "KNTC SUB- . CENT OF NATIONAL
' SALES . DISTR{BUTORS SALES
&+ €, - - * * .
' 0.9< . 33 15
e 1.0-2.4 . AR E:! 31 -
2.5-4.9 ‘5 17
5.0-9.9 4 2 14
10.0(19.9 2 23
20.0 3. ‘ 0 0"
TOTAL SR ’ 60 100
P — R :
Source: Original data extracted from KNTC files.

¢ ’ e

¥

Evidence presented thus far in this chapter suggégts

that a large number of the KNTC appointed sub-distributors
- .

are not trading on a regular basis.

This evidence is

summarised in Table VI.7.

’

ARE [NACTIVE

[11.° POSSIBLE REASONS MANY SUB-DISTRIBUTORS
'—~./—\

A number of pdssible factors might be hindering

appointed sub-distributors from acting as primary

©




"'applled for and been apponnted to sub dlstrlbutorshlps

’ money, have too many other 1nterests and therefore have )

IR / 152
178 -

dlstrlbutors. ~ First, some of thé traders may'haﬁeV

e

hen_for a varlety of reasons- decuded not to exer- " - o

dﬁSe thelr optlon to. trade i.e. better uses’ for their °

-

not had the  time. Second]y,vother apponnted sub-

-~ -

S

dlstrlbutors may -have had a genuune desire o be active

.> traders$ﬁut may have ‘Tacked suff|C|ent caplta] “to buy.’

:commodlt;egnfrom the,KNTC_or-to ‘import. Alternatively

they may not know how to go about importing especially if

they have no contacts wfth overseas buyers: Thirdiy; -

some may have been appointed.as sub-distributors and may

: have actually done some tradlng but for. a number of reasons

no longer trade. Possnb]e reasons for thxs mlght lnclude
econgmles of scale and too many app0|nted sub dlstrlbutor&

lnsuf 'cnent services’ provnded to retanLers in the form of

varletygof stoqk and credxt facxlltles, and possxbly
connected W|th the prevuous reason competltlon from the well

establlshed,non-A¥r|can traders,

]78 ‘A primary sub- dlstrlbutor is here deflned as a KNTC
appointed sub-distributor who. purchases directly from
the KNTC and/or is an importer of goods confined. to
the KNTC: However, a sub-distributor who trades in a
commodity confined to the KNTC by purchasing from
another sub-distributor is not regarded as a primary
sub-distributor because anybody (African, Asian,
European, - citizen, non- c:tlzeng ~who~has a valid trading
license for the“commodity in questlon may purchase from
a prlmary sub distributor. -

.
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| iNUMBER OF APPOINTEB AND- ACT | VE §UB- DISTRIBUTORS OF B
i VSELECTED COMMOD|TES

y v NUMBER OF ' NUMBER OF " PERCENTAGE -
_ “APPOINTED SOB:.~ ACTIVE 'SUB- -,. OF ACTIVE SUB-
-~ DISTRIBUTORS DISTRIBUTORS DISTRIBUTORS -
Sugar' . -,1414‘ _ o ..192 - o .'46H. s
Vegetable oil 635 n;_ <125 N\ T 20 R
. . . : . - C el
 Texti les ., - 124 o 26 A
-t Imported .Shirts. 124~ - - 13 10
" # o Imported Blankéts © = - ' o
' N L . 13 ) 10 .
Cement 13k . . 60" B .
':'Source:_Origioa] deta extracted from KNTC-files.
? -
;t'f ' ‘ . Some llght IS shed on the possible reasons for Iack of
. 5
partICI |on by Afrlcan sub dlStrlbUtOFS |s prOV|ded by -

some ongor#g research being conducted by Jasper Okello. 179

which attempts ----- #o determlne how successful African- retailers

;j‘ ~'-: . :haye been'in taking ever textile trading'which previously had
been (and too a large extent still was) in the hands of non-

Africans and to determine those factors which lead to success
P"

. for Afrlcan textile reta:lers.

- Certain aréas of throbl are reserved -for c:tlzen
- § . .
..ﬂraders (both African and non-African}) under the provisions

.of the TradevLicensingvéct.i.e. non genEFgT\trading areas.

179 At the ‘time of -doing this research (1969/70), Okello
was a Junior Research Feltow in the Institute for-
Development Studies, University College, Nairobi, Kenya.
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'Okello obtalned,a populat|on of*textlle retail outlets in o

served area by walkung along these streets enumeratlng :

- : the reta|l outlet and classnfy1ng outlets.as
a belng operated ‘by Africans or non- Afrlcans.ﬁ For his pilot
project, aOkello randomly selected fourteen of the: Afrlcan‘; )
operated shops to test’ h|s quest|onna1re.]8Qf\4t i's not. -
known what percentage of‘the total populatlon -of - Afrlcan tex--
L {3'1-9't|le”reta|ﬁ:rs donng busnness in restrlcted areas of Nairobi
.J[ u @-thls fourteen’retallens represents. “F&F this reason

and because the sample size is so small caution is exer-
F&msed when lnterpret|ng the results of Okello's p|lot prOJect

- One of the questlons put to each of the fourteen reta-

‘ Cilers was, “who}are your‘suppllers?“ -As four of the four- -

teen retailers were appolnted”textile.sub—distributors they

.

are inifially excluded from .the results of the analysi-s -

,'to thl‘;gg§§t|on. of the ten remaining retallers 8 obtalned

-~ some of their supplles dlrectly from the manufacturers,
"6 obtained some of their supplies from wholesalers other
‘than KNTC appounted textlle sub dlstr|butors and 6 obtalned

some of their supplies from KNTC app0|nted textile sub-

dlStrlbUthS.IBI It is probable that any Afrlcan trader in

~ .
L3

. ,l80 Mr. Okello had not published h|s resul ts by May 1970.
However, he very kindTy available all information pert-
" inent to this study on state trading. Okello's results
will probably be” available in the formiof a.staff paper
of the Institute -for Development Studles, Unnversnty .
College, Naknebl, Kenya. .

181 As some of the retallers obtalned their supplies from
* two. or three different solurces the number of- suppllers
.'sums to more than 10,
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textlles large enbugh to be dajng wholesallng is also a -

’TC apponnted textile sub dlstrlbutor.’ This is likely

L e

M'%Te many Afrlcan tgaders best classufled as retallers

S

S have been app0|nted as sub- dlstr|butors and |t would be
log:ca] for the KNTC to _appoint the larger dlstrlbutors és
its agents. For this reason’ J$ is likely. that most, . -

if not &ll the who]esaleFE'whd{ﬁehednot KNTc;aerinteg sub-" - . .

[N

.jéY§§r$bu€%%s.were>noh-A%ricah traders. N
ﬁ:Tho-ef_ﬁhe”fpur,retaf}ers who'did not purchase from
CKNTC sub-distr}butors stated that the reason for this was
that the KNTC.subsdistributore would not give them_eredit~ s ;
whereas the“non-KNTC wholeéale}s would'Se]f on credit, In
additioh; one of these two retailers stated that he could -
purchase From‘a much greater‘§election of stock from his
hon-KNﬁC supp]fer.. The 6ther fwo retailens who did. not.

thelr not dosng go.

As mentloned above, four. of the4fpurteen textile sell-
ers that were inteéviewed by Okello were KNTC textile sub-.
distributors. Two of the four were agtiqg as primary sub-
distributqre, i.&, actually purchased from the KNTC. The
otheh two did not purchase from the;KNTC but purchased from
other wholesalers. - Both of these textile eellers claimed that :
the reason‘they bought from other who[g;glers Was that in
that-way they cou]d‘burchase on credit whereas |f they béught

" from the KNTC théy would have to pay cash.
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A second questlonsput to a]l fourteen retallers was

ga\ﬁatgare the..services the non- KNTC wholesalers prOV|de that

:'Mkc -ahd the KNTC agents do’ not provnde7" Eleven of the '~

»Qfourteen c]almed that the major difference was that non-

¢

KNTC who]esalers were wn]]:ng and ab]e to- grant retallers
credlt facnlltles and that it was |mp05515Aé\to obtaln credlt
,fromfthe KNTC sub- dlstrlbutors or when credit: sa]es could

. S >
' be arranged the terms offered by the KNTC dlstrlbutors were

< - less ‘favourable than the terms offered by non- KNTC whole-

salers.
yﬁ’ . In addition to lack ofﬂcredit being a problem, three
.of the fourteen retallers mentloned that the KNTC wholesalers
were far Tess wnlllng to sell Iots than were the non- KNTC
wholesalers. In a, sntuation ‘where she]f and-storage space

|s llmlted and where money is scarce the w1llnngness of

g v

“~ suppllfsai to break bulk and sel] in.small units is-a
valuable servﬂce. It is the provision of credit and bulk
breaking services which' is likely to attract a retailer to
a textile wholesaler who is willing to supply these services.

This reseacher's interviews of produce and provisions
-

sub-distributors revealed that over 50 percent of the twenty

sub-distributors interviewed did sell some of their sugar

.. and @il on credit. However, in generaP, credit was granted

sparlngly and only to their well knowﬁ“EUstomers.
Tentatlve conclusnons mlght be drawn from -Okello's p:lot

study. First, it would appear that retailers see the granting



]

a

“of credlt faCITItles as an lmportant serV|ce when prOV|ded

 ‘alers -and that non- KNTC wholesalers were more -
‘.ﬁékand/or able :to prom+de thrs Jmportant servrce than
were KNlC snb;oistribufors. The most probable -reason for‘
this has‘that~£he KNTC did_not‘grant'oredlt'faclllties to ~

its sub distributors. e "7 . ' ’ﬁ\
ru‘- 4t hgs already been shown’ that importers get credlt from

.0}

thelr overseas suppller or from the commerc;al banks in
Kenya. Importers then give the wholesalers credlt and SO

on down the dlstrlbutlon chain through the sub- wholesalers

+ At

f’Snd retallers to the consumers.v The KNTC, by not grantlng

.must glve crednt to retallers as a ‘means. of competlng “for

_credlt_ breaks thls credit chain. Thls puts a very heavy

* burden ‘on the. African sub-dlstrlbutof who not only must

.

find cash to make purchases from the KNTC .but sometlmes !
o

~customer’-§.""

l

A second‘tentatlve conclusnon is.that there exists an
alternative’source qf supply‘of'goods cohfined to the KNTC
other than KNTC sub--dist'ributors.]82 And not only is it

an alternative but to some retailers it is seen as a pre-
&~

ferable ‘one because it grants credit facilities and is
more willlng to perform bulk breakiné services.

0ff|c1als within the KNTC were also questloned on. this
- ) T — 3
182 This problem of “sTternate. sources of supply-is discussed
again later in this chapter during the discussion of
the workings and shortcomings of the Trade Llcen5|ng
Act. . .
< »

Ay,
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phenomena of sub»dlstrlbutors not belng actlve traders..w

bt

""he consensus ‘was that these traders had insufficient.

uo_trade or that the apponnted sub dlstrlbutor had

c e~ ';other bu51ness act|v1t|es Wthh as yet prevented them from

-~

'spendlng the tlme necessary to |n|t|ate the:r tradlng ¢

-

activities, R TENAE S o «

, Another possibleu?eason~ﬁhy a large number-of :sub-
.;ndhsgmlbﬁfbrs are_ not. tradlng is that economies of size
i .A ex15t in t;adlng |n some commod|t|ES more than in others.
h: o " More |mportantly economies of size may possibly exist in
i importfng that do not exist in wholesaling. If thtsjwas trye -
‘ ) Fﬁ’ it would tesult |n a pyramid of the number of |ntermed|ar|es
in the dlfferent levels of the~ dlstrlbutnon system. At
the apex would be a few lmporters,vthe |mporters would

. Y
sellgto a. larger number of wholesalers who in turn would

~;sell'to a larger number of retallers. Fqnally, at the base

of the pYram:d ére the mass of consumers. This line of
reasoning Tswsupported by the data on the number of actlve
traders dlready presented in Tables VI.I-6 of this chepter,
e.g. there were 13 }mparters of shirts end blankets, 26
purchasers of textiles, 250 punchasers of sugar and 270
purehesers'of'vegetable oil and ghee.

'f,r L , Anotherﬁway of'lpoking at this is that as more of the .
“1‘5( o qistribution functijons are performeebbx\the KNTC themgreater

,‘ the number of- Africad traders that beceme'FﬁVolved When the
KNTC performs no marketing functions other than permlttlng

-

VltS sub dlstrlbutors to do the importing only-a few of the

P
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,sub dlstrlbutors"a:e actlve meorters. When the KﬁTC i

¥ orts and, stores a commod|ty in three of its warehouses

”ﬁﬁaders are act:ve and flnally when |t transports

. R S L RIS
CRRC P, commodltles and stores them ln 17 separate locatlons

hundred traders afe active.. - : ¢

’,In the ‘Tight of * thig lt,would seem‘jhat ‘the general -«
wdrlff of KNTC pollcy aQay from tradlng on its own ac;ount'
—f:i‘;-,ﬁjtoslden§¢hg orders and approving lmport licences is Ilke]y
to resu]t.dn fewer active Afrlcan ‘traders being creatéd
than might - otherw|se have been- the case and to the éxtent
that |mport|ng rEqu1res more. capltal and experlencelthls- s
pQ]ICﬁ change places a greater burden on African traders. .
,jData‘Was gresented in'chapteriv which shows that there
has been é-g?édyalnshjftfin_KNTC policy away. from tradjng

on jbs own'acc0unt‘to approving sub-distributor trading

R number of - Afrlcan wholesalers:

- —)

Early in 1970 the KNTC.made a ma jor pol:cy change with
respect to its ro]e in the marketing of vegetable oil and
ghee. Prior to this change, the KNTC purchased oil and stored
it"in‘the 17 KNTC warehouses. The policy‘ehange rnvo]ved

the appointing of 29 sub-distributers of oil who would do

all importing of oil. . The KNTC no longer performed anyxof

the mafketing functions. 2

The new systéﬁrof vegetable oil and ghee market:ng had

hi
not been ‘in opetration for a suff|C|ent léngth of tlme to

.
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collect data on the number and concentratuon of |mporters«
¥

1f en}thls fleld research was: completed in May of l970

= .

wprovlslons sub- dlstrlbutors and casual observatlons along
’the shopplng streets of Nalrobl, espec:ally Bazaar streét
suggested thaf this’ change anDOIICY had eatdd'a number .
"of problems,fnot the least of whlch was- a partlaf/dev

,‘Afvlcan|sat|on of the wholesallng of vegetable oil and ghee

v, /

Of the twenty KNTC produce and—prOV|suons “sub- distributors
lnterV|ewed two had been appointed by the KNTC~as lmportersﬂﬁ -
of vegetable oil+ " Both in- fact import oil, thﬁ one paying -.ff”
55.50 shllllngs per 16 kg can of vegetable ouN and the .

" other paying 56 00 shllllngs per-16 kg can of vegetable oil.
Both lmporters clalmed that they resold vegetable oil for

:58 SOJShllllngs. ThlS f1gure of .58. 50 shilllngs per. . l6 kg

=

':g;r

dlstrlbutors wha, purchased oil from these |mporters.
"

Prior to the pr|ce change all KNTC appo;nted sub- dlstrlbutors

were’ able~to_purchase oil from KNTC warehouses at 58.00 shillings
i -

1

;

"~ per 16 kg.can.183 , N

Both of these African |mporters of vegetable oil com~

plalned bltterly that non- Afrlcan wholesalers were. gettlng

183‘flnformatlon Obtalned fro flle of - vegetable oi] isales
slips. - The price was noT always <00 shnllnngs ‘but
“fluctuated a: few,cents around this price.. The actual
price paid appEBrs to have been a functlon of time,
place and brand of o:l belng sold, . .

.

4‘).
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nlngs but observatlons of tradlng act|v1t|es along Bazaar

street conflrmed that qU|te substantnal amounts of vegetéb]e

011 was benng Wholesaled by non Afrncan‘/ AlthOUgh RPN

e
unable to conf:rm a purchase of _price of 55, 00 shlllrngs per

16 kg c§:=of vegetable oil, three of the produce and

pro s;ons who]esalers lnterVIewed Admitted to buying 6il

on credit from Asians for 56.50-shillings.

Some of the* produce and. prov:snons sub- dlstrlbutors~

were unhappy about thls change in marketlng pollcy For

" instance., one sub-dlstrlbutor c]almed that: he had applied to

the KNTC for a llcence to lmport oil but had received no

respon%e to hls appllcatlon. He further claimed, as*dld

L3

_sub- dlstrlbutors, that il distFibution was no lon-

ger an lmportant:part of his business because, although he

-—..J\

could now buy oil more cheap]y from AS|an importers than
-he could from the KNTC, it was now difficult to make any
profit because his former customers could also buy oil

from the Asian wholesalers or fromAthe KNTC appointed_sub-

184 Vegetable oil is a specified good under the provusnons

of the Trade Licensing Act. Therefore the Asian traders.
_were ‘either non-citizens dealing in oil illegally, non-
citizens trading legally because,;he\r trading licence -
had ‘been endorsed to trade in oil, citizens dealing
illegalily in oit"without a tradlng licence or c¢itizéns
dealing legally with a tradlng licence: Regardiess of

" Which of these alternatives is appropriate, non-Africans
wholesaling oil obviousty defeats the obJectlve ‘of

: Afrncannsxng the wholesallng of vegetable oil.
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dustrlbutor lmporters for the ‘sameg prlce that he could

L

;; R subj_lstrlbutors and observatlons along Bazaar street

and other, tradlng centres in Na1r0b| suggest that much of ¢

[

the who]esallng bf vegetab]e onL in Nalroblzu\s fvrmly e “

“ Lo

back - in- the hands of nonmAfrlcans in.April 1970 . No L.
~5Vf ev:dénce o?EWhether or not thi's occurred in other ‘parts of
. Kenya rs‘avalJabIe to -this researcheﬁ - Although it is clear
that Asians were trading in oil it is not so clear how they
gptained the oil., *One suggestion put forward by sub-uistrL- ceni
-t, ' ' butors was that one or more of the appaintedfimporters was
o :acting asva front tor the‘Asians.' Any‘citizen, regardless
of whether he: |s Afrlcan or non- -African, may wholesale -
vegetabie oil prov1d1ng that he- has a valnduwholesale 5,,._

: ]|cence Ln addltlon, fion= cntlzen may also’who]esa}e vegetable'

: oul provnd:ng that, they. possess a wholesale lacen;e Wthh

—_—

is endorsed for vegetable oil dlstrlbutlon.

Given-that non-AfrlcanS'possess these licences it
was perfectly lggal for them to buy oi[_frcm the oil impcrters.
In fact it appeared that there would have been nothing illegal ﬁ
about them approaching- African sub- dLstrlbutor |mporters |
and requestlng the importer to make some purchases spec1a]]y - .f
. s . for hlm. ki the African trader was una_,e\to obtain credlt e
from the supplier so that he could not purchase large

amounts for himself he mught be willing to buy for the non-



- one piece of eV|dehce suggests® thgt one:of the two oil -

and once: in possesslon of the vegetable oil the

hd ]

‘Asjfhs may be W|I]|ng to se]] oi'l cheaply in order to

"No- ev?dence'was collected to test thlS hypothesxs.

This type of practlce ‘is dlfflcult to prove although ‘

-

lmporters |nterV|ewed may have been doing thlS." Thrs w;a

F-RIN

fllmporter claﬁmed he had béen in "busimess for onIy a few years

. -

and before gettlng a produce and provnSLons sub- dlstrl
butorshlp he had a retai-ler. It was obvious that much of the
trade at his store was retail. Yet he showed this re-r'i cea

searcher an indent for oil for anhamountisubstantia]ly

'fn _excess of lbO OOO‘shillings; A§ this trader had never

receiveda government loan and as he had |nsuff|C|ent storage

) space it ﬁeems reasonable to assume that thls_purchase of .

ST

oil had bq“g made For somméone else. o

: The “real. effect of the KNTC ‘policy change W|th respect
to ocils was tojgrthdraw the sub- dlstrlbutorshlp from the
635 app01nted*sub-dlstrlbutors of oil and to appoint 29
importers. The previous sub-distributorsgof'oil no longer

have any advantagesrﬁn oil distribution because anybody

with a valid: llcence ‘may- purchase oil from the importers.

'Not only is thls true for oil distributjon but will be true

for any other’ commodlty which is flrst traded on the KNTC
v—/\

account and stored in |ts warehouses and later tmported

E by a select few African_importers. |In addntlon such pollcy

-
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jchanges may make |b.ea51er for non Afrlcans to regaln

N

7rol over a 5|zeable amount of the commodity being

'“Another reason that some of the app0|ﬁted dlstrlbutors

do not exerC|se thelr right to trade is that they may s

(S

be unable to compete with non-Afrlcan traders. Okello's

N

‘ev1dence suggests this may “be so for textile sub- dlstrlbutors Jf

'.ln Negrob|§?‘lt is hypothesnsed that the nneffectheness of

the Trade LlcenSIng Act is a contrlbutlng factor..
To engage |n wholesa]e or retail requires a licence
Non-citizens may trade in'general trading areas but they‘,‘

may not trade in areas outside the general trading area or

in specified'goods‘unless.their‘licence is. special]y endorsed.

There are. several ways |n whlch the law may be evaded, e.g.
tradlng”wlthout a: llcence or after the deadlnne date’ ofA;

a- quxt not'” tradnng"by non- cntlzens thhout an endorsed

‘T"" :
llcence outs.ide a.general business. area; or tradelng by
——
non-citizens in specxfled goods wuthout an endorsed Ilcence

The problem of* non-ci tizens tradlng without licences

and trading after the expiring of quit notices exists-.and

-

several warnlngs by government officials have been reported

185 in addnt:oni a problem during

. the. first few months of the Act was_that a large number
" of citizen traders were also trading without licences.

" I't was reported in theQDaily Nation. '

185 “Embu warning to non-citizen traders,"Dally Nation,
May-9, 1969, and YLicensing Act being 'undermined',
,iﬂ§a5t~Afr1can Standard, March 24, 1969.
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S - : In a Jetter to the Distrijct Commissioneis”
‘ o for “Kakamega,. Bungoma and Busia, Mr. NJ'ang'a
et G -stated: |t has come to- light that a majority of.
' TR ‘traders.in Western Province have got obtained thelr o
adlng 1|cences for th|s year - Co

e Ttw‘.ﬁ~}A more dlfflcu]t prob]em to tackle s that of non= a
“ICItlzens pers:stlng in tradlng in spec:f|ed goods thhout
an endorsed 'likcence. .The - d|ff1culty stems fromrthe fact-
that . 1t would be very expensnve to, effect/\ély pollce all
'traderss%~Accusat|ons have been vonced that the police
lare not concerned about enEorC|ng the law and the suggest-
ion has been made that the Ministry of Commerce and Industry t
should operate ap inspection system of its own. ]87 :
) The frustrat10n felt by Afrlcan traders in the sprnng
-~ of ]970 was. vonced at a meetlng of the Natlonal Chamber
of Commerce and lndustry where they condemned the Government
'for the fallure oF the Trade, LlcenSIng Act This condemna-_

_Iargely duemto the fact that ‘non- cntlzens were
188

stlll trading |n specufled goods )

It is hot altogether Flear whether the‘sobrce of.this
frustration is that non-citizens are trading in specified
- goods or that non-citizens are trading in specified goods

and at the samestime selling thése goods at a lower price

187 - “"Problems with Trade Act, "Daily Natfon, July 7, 1969t

188 “Pol|ce 'not hothered! - wholesalers, “East African
' Standard, February 4, 1970. TN

a

189 "Trade Act has failed, ‘claim Kenya traders, EaSt-African
Standard, April 20, 1970.

. - A
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“than the Afrlcans. AOne often reads about Afrlcan traders

~~

rlaining about the cut throat competltlon that they faced

R ;establlshed non-citizen traders. +30 :

R @

”ﬁmft ‘is to be expected that the non- C|tlzens who have been

adversely affected by the Trade LlcenSIng Act are QOIng ¢

-

to do all in théir power to reduce the economlc con-,

-~ %

sequences as much as possabTe. lf, after theA\EW zonlng

‘;undenvthe pEovisions of the Trade: Llcen5|ng Act, a“non-

cntnzen;tradeg s premlse,falls,outSIdeta,general business

“area the.trader has several options to-alleviate the |,

economic consequences. .
: The first thing that the trader might do is to attempt

to get a licence which would a1IOW'himfto trade. The Trade

Licensfng Officer has discretiohary power to grantjhon-

citizen graders licentes outside the genera] busnness area

iy in hig op;nlon, there would be -a shortage of c:tlzen-

traders a:§~subsequent disruption of trade. Theré will,

of course, be ae;uine cases where such licences are issued.
However, it is equa]l& obvious that this aituation, a situ-
ation in which the Licensing Officer has such sweeping
discretionary poweg, is'open to abuse. 191 ]t is easy to

imagine a situation in which a nonbcitizen trader will be

5]

willing to offer money to persuade a Licensing Officer in

- —

g

190 M"African trader complain of illegal rivalry, nEast African

- Standard, February 17, 1970
191 ¥Trade Act will bring corruption says Mr. 0Odinga,"East
African Standard, May 14, 1969 and "Licensing powers under
fire," East Afrlcan Standard June 21, 1969.: .

3
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e 'yﬁ:'f A second way*of obtalnlngﬂa llcence Is to enter |nto:“

K - N ¥ .
rtnershtp wnth cutlzen traders At first this was

.;“H-gsfu] way of obta;nlng a llcence : However,,thef

el e Government quuckly passed an amendment whlch prevented this

kS

wnndow by def|n|ng a'partnershlp as’ belng a C|t|zen of ;‘\:

Kenya, lf and only if, all- the _members were themselves Clt-

nzens ~of Kenya 192 A newspaper account suggests the .

meﬁdment ?? falrly effectxve ]93

. ) Sf_ Another a]ternatLve is for the 'non-citizen-trader -

oo to sell his busxness to a citizen of Kenya. This

v accomplishes the ObJeCtIVES of Kenyanlsatlon However,‘, -

M if . the cntlzen to whom the busnness is.sold happens to

"'betan Asnan it does _not accompllsh«the obJectxve of

Africanisation.. ]94 . . | |
Phelpsl in h|s study&of textlle and garment manufact-

‘*urers_i afrobl draws‘some interesting “conclusions

about the Trade Lucen5|ng Act 195 . The study con5|sted

of lnterVIeW|ng 19 of the 21 manufacturers of textn]es
{

+

192 "New bill to stop 'w:ndow ‘dressing' - Licensing ’
Abuse,'" East African Standard, June 23, 1969 and "Front
of shop. "East African Standard June” 24, 1969,

: -
193 "80 percent cntnzen firm to close ”Dailx Nation, July
17, 1969. | ;
«. .+ 194 vchange of User hampering Trade Llcensnng Act, "Daily
RO Natlon, June 11, 1969. -

. 195 Mr. G. Phelps, Marketing Problems 7in Textiles and
Garments in Nairobi, Staff Paper of the Institute for -
Development Studies, University College; Nairobi,

July, 1970. “"The information used here was drawn
from textual _papers 7,12, 14 22-24,.and 27 and tables
: 3 7 and 20. . . . - .

-




3'4rftwenty people.‘ Phelps on the bas:s of these 19
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»

*fand garments based |n NaerbI“WhO employed more than'

\-

LI

NS, reports that typlcal complalnts of manufact-

T

. . . oo . . é
"Act were S o

REEI ’ - e
v

_a) that new AFrlcan traders boUght l s tHan the'’~ =

concernlng the operatlons of “the Trade LlcenSIng

Asian traders _who preceded them. Th|s~they clalmedfreducedlf

“Sales prﬁbably permanently,

b) that Afrlcans werefnot replac:ng As:ans fast enough

to prevent sales from falllng, -

fﬁ’tng Asian traders delayed orderlng at.the end of the year
’ 1unt|l they were sure of recenvung a llcence for the follow:ng
l - i
Lyear. - o . :

.

helps also asked the uest|on "what are thesthrngs
q

|that prevent you from'bxpand|ng your sales faster’“ ln

“answer to this questlon three manufacturers mentloned a

drop |n sales due to trade licensing, four mentioned
a temporarw shortage of retailers due to trade llcensing

and three mentioned the .difficulties of, obtaining retail

o

llcences that werg complementary to the manufacturlng

process.
L

The evndence on the effectlveness of the Trade Llcen-
'5|ng Act +in’ preventlng non-citizens frqm,t(adlng supports
[the lmpre55|on that African traders stlll percelve A51ans'

traders as a threat and ‘that manufacturers of textlles ~and

. -

?

c) and thattsales fluctuated ‘a lot because the remaln-"""
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garments face prob4ems ln se]lLQg thelr products. e

0 suggests that both groups bleme the - Trade L1censnng

from tradlng and the manufacturers because Jt prevents too

many Asnans from trading. :T V . o= ¢

(S

The evndence from - the- two Nalrob, newg\gerstuggests -

that ‘at t|mes the Act has “been lgnored by cntlzens and;

“.

non-cwt|z§=§ allke and that the new Afrlcan perceive that

they face 111egal competltlon from’ AsLans. Yet the evidence -

presented by Phelps suggests that the Trade Licensing Act
has been quite eFFective.in.prevent}ng Asians from tradlng

in textiles and in the case:of.texti]e'dist%ibution the

‘probiem has been the lack of Afrlcans comlng forward to .

replace the Asnghs. '

. i a k T - . . .
g : -
- IV : SUMMARY

.

. Aﬁéﬁbugh the KNTC has managed to place much of the
commodities eon$|red to it in the hands of Africans, i
thus transferrlng t(ade from Asians to Afrncans,,through
‘May, 1970, at least, it had been nothlng like as ’
.successful as it c]anms in increasing the* number of African
traders.” Although the KNTC has appointed 635 produce and '

provisions sub-distributors, only 250 firms purchased

sugar and 210'purchased begetable oil during the period

“under analysis. Of thg 124 textile suE:ET§tributors 26

_puhchaeed‘textile§'from the gedowns and only-13 imported

shirts and blankets. ) .

-

el



‘pruﬁeryAtraders. These 1nc1uded (a) the mote’ marketlng

functlons performed by the KNTC the greater the number of ¢
appointed sub dls@r|butors that wgu]d be actlve andfwt§

coro]lary that the fewer the functlons performe by-the,;
T{KNTC fHe~feﬁt? will be: the numbér of. ‘traders. One possible
reasén for th!§ that there may'be econppies of size in
?unportlng which exust only to a lesser degree in wholesaling
an retai]ing; (b) a* number of'sub-wholesalers‘may not-'1.~ -
have the capltal ‘and experlence to be successful this may

be especual]y true where |mport|ng is concerned (q)

some of the commodntnee confined to the KNTC are.stilf

wholesafed'by-non-AfrfCans end that these nen-Afriqanévgre

! " stomers by provndlng better service.
InsuffrCIenf data is available to rlgorously test

these three lnterrelated hypotheses. Howeyer, the ev;dence

that does exist tends‘to support these hypotheses and suggests

that not all sub-distributors have the resources to trade’

especially when they face competition from non-Africans,
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h CHAPTER Vil 3

A INTRODUCTION

v ’ . é

As noted in Chapter 1, the. stated objeotives'of the

Kenyan Government inctude -an. equ1table lncomeadlstrlbutlon

B

among the pggulatlon] |nvolv:ng redlstrlbutxon between

Tthe rlcher and the poorer people and between the urban
< . =and rural areas.* The government has seVera] means of
doing this |ncludlng progressnve |ncome taxation, hlgh:
- F?fles taxes and excise dut:es on- quury items, a
- i'proportlonal |ncrease in publlc |nvestment in rural areas
vis a vns urban areas and usnng a system of state tradlng
lt has also been noted that most manufacturlng and .

3 ) - .
_importing. is. through establlshments based |n Nalrobl and

Mombasai"=$t is therefore reasonable to expect that under

a private enterprlse profit maximising economic system

prices wou]d‘be lowen in these two cities and would increase

the further one moves away.from these cities because of

the inoreasedbtraniportation changes. Even’ assuming that

ot oper capita monetary incomes were the same in”these larger
‘C|t|es and the rest of Kenya such a prlc1ng system would

+*

-result in lower real per capita incomes in the rest of -
: . ,./‘*
1 Re ublic of Kenya, Afrlcan Socialism and 'its Application -
. to Plannin "Sessional Paper no.l0, (Nairobi: Government
Printer, 1865) pp.1-2

'RICING AND DISTRIBUTORSHIP POLICIES - — ‘nij"v'
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L Kenya because of the*hlgher prlces. The ‘KNT.C,. by hav1ng

A oly/monopsony of goods confnned to it has it in its;

aTter ‘the dlstrlbutlon of real |ncome by manlpulatlng

uv» y

e, t;'é_”‘ . the prlcensystemu- The obJective of the first part of this

chapter—ns to descrlbe the actual’ pr:cnng system followed *

by the KNTC and to° determnne the economic conseébences b

. . ! v

of such a prucnng system. : “ NS
rC- . .

e the KN?E pursues dlstrlbutorshrp pOIIC|es whlch
- . appear to be desngned t0nrestr|ct compétAtlon presumably
A in order that an appOInted sub-distributorship may be

iﬂgnomuca]ly V|able.‘ Examples of pol:cues which ‘may Iead

= to restrtcted competltaon |nclude assigning distributors
to specxflc districts and lnstructlng them not- to trade
' %5 ; out5|de of- those dlstrlcts, preventlng free entry by refusing

. to grant @Il appllcants sub d:strlbutorshlps;‘and by .l_;,J’
o r]ces at Wthh sub distributors ghould sell ‘
- = ==
- to retai]ers.' An analysns of these restrltlve practlces

Suggestir

pius‘an analysis of the‘consequences of Lntroducnng sub~

7 djétribdtor who]esalegs into marketing channels which require
no wholesaler intermediaries is the subjegtlnatter of the
second ha]f of this”bhapter.

1. AN ANALYSIS OF THE KNTC PRICING POLICIES

. ’

. It was shown in earlier chapters that both the Kenyan

government and the KNTQ\percelved that maFEetﬁng was less
“‘than 5Hequate.in areas outside the main urban centres.

.



For examp]e the goverﬁment has dec&afed~increasing

pene,_ [‘on |n rura] areas to be one of its marketlng

: areas‘so;e of |ts obJectlves. The essence of economlc

' development is |ncreased lnternal speC|al|satlon and . .
exchange. It is therefore lmperatlye that the ma\ketlng U
system should faC|l|tate thIS by ensurlng that low cost S
B farm.lmphts and consumer goods are made available to rural

> . inhabitants as 1nex9en51vely as possnble-and that the pnoduce
ofifarmers is also marketed as inexpensively as possiblek

“Thﬁﬁgmpllcatlon of the' government and KNTC obJectlves is

- that the marketlng system was not donng thxs

’ : Some-very interesting evndence on thevsufficiency

or otherwnse of rural dlstrlbutlon |s presented in the -

- -

Survey of . Uistrlbutlon publlshed by the Kenya governmentugr~

The' eVIdenm§u>"that document indicates. that many people

- although not llvxng i% the main towns, do.much of*thelr

' purcha5|ng in those towns (Table VI4.1), although caution
\

A

must .be exerciséd in interpreting these data. First,

retallers' sales included sales- to British -Army and Air

.
T

Force personnel and vfsitors to Kenya Much of these
sales would probably. have been in urban centres. Secondly

and probably more seriously,-the data on retailers' sales

P TSI S )

2 --Republic of -Kenya, Survey of Distribution, 1960 (Nairobi
Government Printer, 1963), pp. T4-15. .
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-lnclude wholesale sales Both of the Iast two factors

would probably resu]t ina relatlve under- estlmatlon

of rural retail sales vis a vns urban retall saLei
provnsos notW|thstand1ng, the eV|dence presented in, Table

SIS RITE

,Nenyukl,.KnsumuiSKerlcho,,Eldoret

TABLE VII

Kltale end Nakuru,

~

‘ESTfﬁkTED CASH WAGE. BILL AND RETAILERS' SALES OF. GOODS
ANALYSED BY TYPE OF AREA :

174

-exc]ude “the sales Qf reta1l shops employlng no full time

‘These

-

the retallers' sales are 206 percent of the wage bill

—-u/'\
(Tab]e VII.I) which suggests that much of the trade in these

.

ngwns is. conducted with persons living'outsfde of” them.

I, suégests that for. the elght towns i.e. Thika, Nyerl,;

E ”Estimated Retallersi' Retailers!
"LOCAT{ON ’ ’ Cash_Wag Receipts, Receipts as a-
R Bill 1960 1960 ‘Percent of: -
@ ’ ‘ Wage Bill, \1960
; K ¥ 1000 K £ 1000
) Nalrobl & Mombasé"“hB 872 44,78é o 102 k
" Other Eight Toqu 8,093 16,093 206
Rest of Kenya 22,670 15,011 66
Total 74,635 76,427 102
Source: Republic of Kenya, Survey of Distribution, 1960
' (Nairobn Government Prlnter, 19637 Table 6 P. 14



tv“_:_;’. - ‘ @ ‘ . . L o . N } s ’ .
L AR SR : ' L : . 175
PO . .
It W|ll also be seen that the opp051te is true for the aréas
) ~the ten maln towns wh|ch was probab]y partly due
S cm to shop in the towns and pant]y due to the’
N rn Such areas retallers' sa}es ‘are mofe ]|ke1y

to be understated because of the ]arge number of retall

shops which lnd|VIdually sell less than K-k IOOO per ©
annum. - In. addxtlon, it is: possnb]e that much- oh’\h

sales of-the smﬁdler towns whlch are recorded as reta:l
’are in faet*smallpwholesalegsales;and theggxoducts are’
‘lafer resold. in the ruraj‘greas. No definite conclusions:
can be drawn on how adequate the marketing system in rural
—aregs of Kenya is other than the- eVIdence suggests that
much-of the‘goods consumed in.rural areas were retalled
in the larger . areas Whlle thns does not prove lnadeduacy

of the’ markeﬁlng system fn rural areas it does possnbly

help c]ar|f4*the charactervstlcs of an. |nadequate rural

distribdtiontz;stem. Dlstrlbutlon might be con5|dered
'|nadequate in the rural areas of Kenya if the more common
"articles consumed by rurdl Africans i.e. prov15|ons,
basic cloth and the more essential hardwares were not avail--
able within reasonables,walking distance at;a reasonable-
'prioe and/or-ff”there was inadequate means of transport for
Africans to get to the ]arger*urban'centres where these
and other goods could be purchased. R
. N
N * "Because manufacturlng/and |mport|ng is Iargely based

e in Nairobi and Mombasa- it is reasonable to assume that whole-

-



K

;»Kltale thah?reta§7 prlces in Nalrobl and Mombasa. Nor

.r-"l""f ’; . 3 L SR ’ -

sale and reta|I prlces wrl] be hlgher the further one moves:
e R
these centres because of |ncreased handllng

Lf t'qn costs. The government does col]ect e

price data oh.consumer |tems in Naerbl but regrettably
does not co]lect them for other cnttes or |n rura] areas.

For this reason no date exist to see whether retall prlces

-are hlgher xn towns such as Thgka, Klsumu Eldoret,"ands R

|s it possnb]e to gest the hypothes1s that retall pricés

“in the rural areas are higher than in the urban centres.

However, there are data suggesting that transportatlon

costs are a much - higher proportion‘otdtotal costs ‘in areas

outsnde of Nalroblland Mombasa for both wholesalers and
retan]ers, a cost dnsadvantage that is partlally offset !

by hlgher property renta]s ‘in the ]arger cntles Ltable VII 2)

N wasfqg; d in Chapter v that the Kenya -government

plans to correct'lmbalances between urban and rural anomes
through taxation, oro$1510n .of publlc servuces and incomes
«po]icies. It wastalso medtloned in chapter |V that real
;xncomes of rural and poorer people could be ra|sed if the
prices of some of ‘the mere commonly consumed goods were
]owered It was also suggested that the KNTC mlght be an.
approprlate organlsatlon for doing this.
7 There are, however, a number of lnmltatlons to the

— N

KNTC's powers to redress the—income - |mbalance that exists

between rural and-urban areas. flrst, the KNTC can on]y

;-- -
S . . o

;1 .

R T
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. _ TABLE VIL2 )
CUﬁh' . COSTS OF DISTRIBUTION ANALYSED BY TYPE OF COST
. ~ AND AREA . L .l
T WHOLESALERS “RETAILERS
Type. of Cost . Nairobi Mombasa . Rest of Nairobi Mombasa Res
- ) Kenya A ¢ of
) . . oL T - * Ken
_ T Pchentaées N —
iRunnlng own tcans- 7 R .30 77 8T 21
. port "$f~ o o - -
_ Transpogtfcont}actofs ca If'~ R . .
o A - 6 ‘ 8 3 1 . L
Rent 10 11 8 19 o7 1€
Oﬁﬁ’r current oy 70 . 79 i, 54 - 71 . 64 - Sé
costs . - . ‘ - -
Total . 100 00~ " 1og” 60 . 100 10C

!

Soutce REPUbIIC of Kenya, Survey of DIStrIbUthnJ 1960
' (N@lrob]: GoVernment Prnnter, 1963) Table 20, p\28
A. “

" . e

'—control theﬂpT|ces of those goods that have been conflned

to;lt. Secondl y5 the KNTC must trade in the good’ on its

own account ineluding i¢s transportation and storage or
it must act as an agent. The KNTC loses almost all ‘its con-
trol over prices when it permlts individual $ub- distributors
to do thelr own |mport|ng Thirdly, the price .differentials

between the dlfferent centres must be no greater than trans-

portation costs between the centres otherwise arbitrage

"may occur. There is no ev:dnce, up to Maf_T§7ﬂ, at least, 2.

that the KNTC had used its powers over prices to meet any

.

,
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' of the p055|ble obJectlves outl|ned«above3as is shorn

’ s

:when vegetable o:l and’ ghee were traded on the KNTC
account and stored in the 17 warehouses any glven brand
of oil could be purchased for«the same prlce fnem\any of the
warehouses. In addition, the price. pa|d was |rrespect|ve of
the quantlty purchased | e., there were-no quantity
dLscouht.s.-4 ThePKNTC”was_therefore.folPoW]ng a policy
of‘transport costs absorbtion i.e., instead .of charging

higger prices for oil ‘the further away from the sources

of supply correspondlng to hlgher transportatlon costs

-the KNTC charged exactly the sameé prlce at all points.

i f onl ‘had ‘been manufactured in Naerbl or Mombasa
or had been’lmported through Mombasa such pr|c1ng policy.=
would have;gesulted in people in these .two cntnes paylng a

hlgher price and peopLe in the rest of Kenya paying a lower

.prlce than might otherwise have existed with perfectly

competitive marketing. This would have resulted in a re-
duction of real income of Nairobi and Mombasa,dwe]lers
and an increase in re@l income of peop]e llVlng in the

rest of Kenya. However, vegetable oil and ghee consumed

K

3 'InterVIews with senior KNTC officials and analysns of

pr:cung policies. . —

4 |nformation obtained from the KNTC files of vegetable~ -
oil and ghee, sales.

-

£
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costs and charging the same price: at all wareh/\ses was

to explain., One hypothes;s is that the KNTC had a very

'|n Kenya is. largely transfer?ed in frdm Uganda (70 percent)

(30 percent). 5 - Therefore . transportatnon-v ’, Wl

I ‘wup country areas such‘as Kisumu and Kdtale would
beroWer than transportatlon costs to Nalrobl and Mombasa. . ,

Under these\conditions' the KNTC‘by absérbing'transport

T~ .

a ot

Lfollowlng a RIJCIDQ pollcy Wthh de. facto may have resulted

'ln the peop1e of NaIFObI and Mombasa paylng lower prlces

&nd peop]e of other parts of Kenya payxng higher prices than
would have occured |f the KNTC had fol]owed a full cost" plus
UFﬁnsportatlon Bricing po]tcy.‘ a '

The pricing system described above was in existence

© . at the time the KNTC was trading vegetahTe oil and bhee

on its own'account When the KNTC changed |ts pollcy .
o

S

to a]low1ngnselected sub dlstrlbutors to do- the |mport|ng

it also gave up almost all control,over prices. The new

LY .- .
system had been~ir operation ‘insufficient time to determine

whether price differentials existed in the different parts

‘of the country as a resuit of this policy change. However,

what evidence there ;s suggests that the wholesaler price’

of vegetable oil in Nairobi was lower after the change than

<

6 ‘ ,
it was before. Why this should have occurred is not easy
M TN
: N . .

5 East Afrlcan Community, Annual Trade Report of Tanzanla
Uganda and Kenya 1969 (Mombasa- East African Gustoms and
Excuse 1970) Table V. : .

-65'Interviews with Nairobi based KNTC appointed sub-distributors.

e, P
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large mark-up. However, an analysna of the KNTC tradlng

i’shows that the gross marg|n on 01l was approxi-

=ik ip
the lower vegetable oil prlces in Naerbl after the "KNTC drop-

ped tradlng yegetable oi'l on its own account |s.that a

number of fon-Africans who preVToUsjy‘were unable to’ trade

in vegetable oil have been able to do so.due to the KNTC ..

R pollcy change iﬁd that these nori- Afrlcans may be using

vegetable oil as,a loss leader to attract-retallers. dNo

1'!'_ .
evidence was collected to-either refute or substantiate -

this hypothesis. *

v

Two dlfferent pr|c1ng systems of  textiles ‘were

followed by the\KNTC dependlng on the degree -of - KNTC

. when |t appsgyes lncences to import textiles it receives a

-

An alternate hypothes:s to account»for

involvement .in the: marketmng process, When the KNTC: purchases

textlles on:behalﬁ of its app0|nted sub- dlstrlbutors or

- commnssnon from the sgb-distributors. = This commnssnon

—
is 5 percent for |mported second hand clothlng, 3 percent

{
for the remainihg imported goods and 1 percent for local
products. . The KNTC exercises no further control over the

prices of textlles and textile products marketed in this

fashion. As most |mports of textlles are through firms

based in either: Nairobi or Mombasa one may hypothesise

- that wholesalelprices of-textiles and textLle\Qroducts

lncrease Wlth,distance away'from these“two centres. It

.

7 Unaudited trading accounts of the KNTC for the years. 1968

and l9 9
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is also hypothesused that prnces of textlles lmported by LR iﬁ

lbutors from Uganda wou]d be Iower in towns

sub dugt

i “Uganda border lbe.‘Klsumu and Kltale than

they wouAd be rn Nalrobl or Mombasa No price data has

been co]]ected by the government to test these hypotheses. ¢
The pr:cnng system was dlffereqt froﬂtextrles traded

- on the KNTC aceount, Althoughdail téxtiles traded .y the _,;

“ e

-MKNTC are ﬁoughtﬁﬁnd sold by the KNTC in.bales, prncnng is on -
. the basi's of metres. Regardless oﬁ'the qual+ty or price
‘of the cloth the KNTC had a mark- up of l] cents per metre:

In addition to ltS own mark-up. of ]l cents, the KNTC also

. recommends that sub dlstrlbutors have ‘a mark-up of 16 cents
- 1
per metre |F'the cloth is sold by the ‘bale and-Zl cents

per metre lf baJes are’ broken and cloth IS sold in units

.

of less thanua bale. - ‘- o . s

LN

The KNEEQ_IH suggestlng dlfferent mark ups if sold by

_the- bale or in units ofi, less than a bale _|s taklng cognlz-
. ——¥

ance of the fact that different servjces may be belng performed

o

. ' !
by the marketing'intermediaries, i.e. breaking bulk.

" However, this method of pricing ignores the different services

2

involved |n, say supp1y1ng a retailér in Klsumu out of the
N - 1

Kisumu- depot with 500 metres of cloth costlng 2.00 shllllngs
per metre th the cost of supplying a retailer in Kitale

out of the same marehouse~with 100 metres of cloth costing
S nee ) A -

4,00 shillings per metre. ™Selling-in Kitale involves
greater transportation’costs, involves capital being tied

' qp for longer periods of time, and requires more capital'ber
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unlt of cloth moreover,*the flxed costs of fllllng an or-“

de: arq:spread over a smaller number of metres of cloth

<.t to charge“equal'mark-ups erespectlve of quant|ty, quallty'

and place of sales because of each sale provides a

different set of servuces. Co "..;“ e B

<~

ln addltlon, the system of SpeCIflC mark-ups,.. i.e: . -z

3 mark up of a glven amount nrrespectlve ‘of the cost

f'ls regressjve w:thpa dlsproportlonate amoun - of the

T,

"marketing overhead being placed on the- least expensive

textfﬁgs. Some marketlng costs are a function of the welght

textlle, volume of text|le, or number of metres- belng
eold! i.e. the costs are~a.funct|on of the.physlcal

quantity being marketed. _Thls type .of cost includes

transport costs, bulk breaking and certain etorageacosts.:ﬁ,

- Other marketj

belng marketed ive. the greater the cost per unlt— of, the

good the greater the cost of marketing. ThlS 35 so because

{
more capltal is tied up in expensive lines not only because

" they cost more expensive qualities of cloth teqd to have a
slower turnover. ‘ ~ '

The 'KNTC's method of pricing textilea ignores costs

that are a flnction of value, with the results that the

percentage marK-up is much-lower on the more expensive

textiles than on the less exXpensive textiles. Far example,.

the KNTC purchased the TeaSt gxpensive first quality textile

:oosts are a Function of the cost”of the good
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for q. 50 shillings per‘metre and reqpmmended that sub-

) dlstr(p'tors resel] at 1.82 sh;]]nngs per metre. Eleven

o cents; >th}mark-up was for the KNTC and 21 cents for :

.t the sub dlstrlbutor ThlS glves a tota] percentage ‘mark-

up of 21 percent On thé other hand the most expensnve ‘_
textile purchased by the KNTC was 4k50 sh:ll;ngs,per ‘metre. . o
Applylng & 32 cent KNTC and sub‘dlstrlbutor mark-up gjives .

- sub dlstmlbutoﬁaresale prlce of 4.82 cents. The 32 cents
mark up represente a percentage mark up of-~7 percent. -

_ N - This problem of specific mark-up is further aggravated
byfﬁge government imposing an- excise duty of 29 cents per" -
metre. _This, when summed with the marketlng mark- up, gives
a total mark-up of 61 cents. ‘Assume ‘two clothes are’sold
ex. factory,af 1.25 shil[ings per metre'and,3.75 shillings .
per metre. ufhe'KNTC couid purchase the,ffrsfhof,these ain,.

1. 54'5h]ili§§$ per metre (T?ZS shillings plus‘29 cents)

. and suggest that suB djstributors resell at I 86 a per-

_ centage mark-up of 49 percent. The_more expens:ve cloth
could be purchased atN4.Bh shillings per metre by the metre
by the KNTC which would then suggest that Lts appointed
sub-distributors rese¥l at 4.35 shillings per metre. This

.represents a mark-up of only 16 percent. L

In addition to consumer goods, the KNTC afso handles

.'goeds that are inputs such as cement, corrugated iron sheets

and.nai]s. Currently, the™KNTC follows a pricing policy for

cement which“is'basical]y ex. works price plus transportation.
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is it usxng nts .power. over _prices to increase the real incomes.

184
One cement plant s sutuated outSIde Mombasa the other

outsnde.‘ robx. Therefore the prlce of cement is lower

:faJor cities and gets progressnvely h|gher;~h"
the further ‘one moves away from them. The " prlce of cement
is 192 00 shllllngs per toh in Mombasa, 246 00 in: Nalrob|

and 271.75 in Kltale.s“'To encourage constructlon n areas
-

other than Nanrobn and Mombasay the KNTC could raise the el

-prlce of dement 7" those two cntles “and usevthe proceeds

T e

to Iower ‘the . prlce;of cementtln other parts af the country.
<
The above examples suggest that the KNTC is not

usung ts control over prlces to compl iment the government's

i

attempt to |ncrease the real incomes of people ]1V|ng

f'n

outSIde the main: c:tles such as Nalrobn and'Mombasa nor.

of. poorer peop]e by reducsng prlces of Iower quallty goods.ﬁﬁ

- . -

1] 'ANJANAL S.'OF THE KNTC DISTRIBQTORSHIP POLICY

Two aspects of—fhe KNTC's distributorship policy

appear to ignore the fact (that different commodities may

‘require different channels and market structures if they

are to be marketed effiijent]y. The first is the method
of assigning sub-distributors to districts; while the
second is the réquirement that certain pro&Ucts must be
marketed-throughjappointed sub:distributors irrespective

of whether“or not there are\xa]id marketing Servites for

8 Prices on June'7, 1968. Data supplied by KNTC.
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e r~~{'-*to most of these dlstrlcts. The sub- d|str|butors

are a]]owed‘to dlstrlbute é:ther broduce and provis[ons;
textiles or hardware Wil thin ‘the' dIStrLCf boundary ut they. e o

C i ¥ are not allowed to sell to reta:lers out5|de of h|s appplnted

..

'~d|str|ct e W T .‘ 1

.. .

;‘“:j'.‘ . The stated ratlonale of the KNTC for: apponntlng a
restr|cted number of sub dlstrlbutors and restricting
themfg% operatlng |n a gtven district is that this would '

e ," ensure a market for each sub dIStrlbUtOF of sufficient
snze for the, bu5|ness to be V|able. »The'large number of

lnactnve subt dlstrxbutors, especnally in- textlles suggests

that such reasonlng is questlonable. Other,eV|dence5prov1gess

.f'add|t|ona] suggort for thlS conclu5|on, By Jahuéry 1970,

e r——r—
e

I

s ‘u‘i . - sugar sub dlstrlbutors had been appointed to 40 d|str|cts, .
;g,; ‘f:' o however, in 5 of the dlstrlcts where sub- dnstrlbutors had been
“i ,-aopb}nted not one of.the abp0|nted distributors was actively -

““trading. A snmllar situation prevalled with vegetable oil

Vfor Wthh sub dlstrlbuto?s had been apponnted to 40 dlStrlCtS

but in 9 of ‘these dlStrlCtS not one of the KNTC app0|nted

‘dxstrxbutors was, actlve between October 1969 and January

A71970. o : - : —_ ‘
, Th|s method of app0|nt|ng 'sub~distributors was even
Iess successf&] with textile products distribution where

)

H
b

2]
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textlle sub dlstrlbutors were apponnted to. 32 d:strlcts
’ A y
26 actxve sub dlstrnbutors who purchased

but, o’f‘j

.

textlles

Mombasa andlesumu onJy h sub dlstrlbutors represented

29 dlstrlcts other than Nalrobl, Mombasa and Klsumu.

Appornted sub-d|str|butors in-the remarp1ng=26 dlstrlcts'r~
C b * ;- ) .

were. lnactlve.- ’ ) ° . - : o e

< e

In thescase§5f lmported shirts, lO'df_the 13 sub-

e

dlstrlbutors were frgm:NalrobJJor-Mombasa and .no information

. <. . -
was available on the base town of e other three firms

iméortﬁn shirts. W|th |mported blankets, 10 were from

these two cities, one was from Nakufu' and the remaining

) two could not be assngned to a dastrlct 9

>
o
i

The other reason glven by the KNTC for appovntlng
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sub dnstrcbutOQﬁ was to ensure that they were Afrlcan traders .

-and that they we e rellable bus:nessmen Neltherﬂef these

'arguments has much4val|d|ty Fnrst at"’ best the‘only thing

-

: that the KNTC can do is ensure that goods conf|ned to

_lt are”sold to'Afr|Cans. The African traders may then seil

to whomsoever they b]ease.r Moreover it is perfectly legal
for non- Afrlcans citizenssto trade providing they have a
trade llq@nce. Second, ensuring- that sub-dustrubutorshlp
were éred[t worthy .and otherwise, reliable was certafnly

val}d"whenéthe KNTC was selling on credit. Hdggxg{,

= ‘\/f s

9 - Original data were restricted from the files of KNTC
sub-distributor saies for the four months October 1969
to January 1970 . .
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evndence presented In'chapter v indicages-fhat these checks -
e - Ly
were fect " n- addltlon this arguqent no Ionger has |
9ﬂ'valjdrt sa]es are now made on. a. cash and carry e

When the KNTC ceases to” trade on lt’s own account
abandons its transport«and storage functlons rand changes

its tradlng po]ucy to a system Qf apponntlng sub= dlstrlbutor

L

|mporters,' W is &R facto cancelllng the “sub- d:strlbutorshlp

* -

R of al] those sub dlstrtbutors .not fortunate‘enough to

v .
be apponnted |mporters. This is so because it is no longer

any advantage being a subsdistributor. because anybody

wnth a valid tradlng licence may purohase from the nmporters.
In chapter~ll, it was: noted that different goods reqUIre
dlfferent channels of. dlstrlbut|on and that the same .good .
may be marketed through several dlfferent channels at. the
~_same t1me.~ T_E*e‘ls some evudence that -the KNTC-does .
CUEERE

-not. a]ways take cognlzance of thlS fact.  An artlcle

-t i

"in the East African Standard . quotes Mr. J. Karanl Gitao,

. the KNTC manager as follows:

"From .now on we.will not allow manufacturers
to sell to shopkeepers at wholesale price unless
- these commodltlesrgo through our apponnted agents",
. he said. .
.i

‘Asked- if some of the big,shopkeepers would be
“.allowed to:buy direct from the manufacturers -
. - such items“as trousers, knitwear, socks and
. stockings, Mr. Gitao replled “No. They wnlﬂ
'have to buy them from~our agents.“

Mr. Gitao said that the corporation would see
to ensure that only genuine African traders were
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Cis - . app0|nted as its dlsirlbutors.q He warned

. against w1ndov dressing and other busnness
ractlces

. -

ot t., '»' ‘ |‘- ~
ltlent method of dnstrlbutlon is for manufacturers ‘to

' sell d;rect]yfto‘retallera. 'Either “the retailers may take
‘ , : . E She SoE TR
the initiative by contacting and“orderiqg'from manufa\furers s
or the manufacturers may take the |n|t|at|ve by contact|ng Sl

KA
“ .

’ _retallers thhough ?"]esmen.4 in eithet case, all the

N functnons performed Qy the market|ng system dre belng
<.
performed by one or both of these two groups. It is

‘apparent that certaln textrle product marketing ‘is done
. : in thls way and Ilttle purpose is served. by |ntroduc1ng
V redurdant lntermeduarnes. ' _
NN f The role of . the: KNTC and ltS sub- dlstrlbutors in the
L dlstrlbutlon ofntextlles and" textlle products is especna]ly\

i interesting becs 5e textn]es are an input: ‘of the clothing

_'fnduStry ~ Some nterestlng |n5|ghts into the problems }

-—
“this creates are provided by a study by_Micheel Phelps.]]

1{” T

Slxteen of the nineteen manufacturers 1nterv1ewed made

yano mention of the KNTC or its appounted sub- dlstrlbutors

1-4

p~
o IO » "KNTC Takes Over More ltems," East African Standard,
i May 5, 1970. = ) : .
- 73: 11- M, G. Phelps,"Marketlng Problems in Textiles and
: Garments in Nairobi, Y“Staff Paper, Institute for ) -

Ty . Development Studles, University College, Nairobi,
: -July 1970, pp.7, 8, 2k, 25,,26 and 29 and Table
L, 6, and 7.
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'h~rema|n|n‘y

' them fr_

- urer. Thls not only- caused delays due to extra ]|nes of .

when they were asked about the factors«that ‘wére preventlng

andlng thelr sa]es faster. However, the-

system of'dnstrlbutlon lnvolv1ng the KNTC All three'

of these flrms were shlrt makers and had previously

solicjted orders. dlrectly from wholesa4ers or from/the

LPEN

larger retallers.. . ﬁ, € . "a-"' “rL
i Each oﬁ the;g“flrms comp]alned thatvnothlng had really
changed in the marketlng system éxcept that an extra o
mlddleman had been introduced. The firms .continued to

sglicit orders from_WholeSalers-and»retallers,but |nstructed“‘
the potential buyers to send their:brders to the'KNTC

sub distributor who would then pass them on to the - manufact-

. Y |
communlcatlontbut "also lnvolved the payment of commission s.. .-

° Thls, the mang#acturers c]almed could only resulf in:
T—— R

a loss of eff|C|ency and a rise in costs.

An analysis of the retail prnce data supplled by the:
{

.:Ministry of Economlc Planning and Development and presented

‘in Appendix G indicates that the KNTC |nvolvement has resu]ted
.in_neither an increase nSr a decrease in the Nalrobl reta}l
prices of those goods which have been conflned to it. This
suggests that, ifithe mandtatturers were correct in their
assertlon that the new system would raise costsf~these costs

have not been passed on to consumers and were absorbed by the

manufacturers and/or any “other intermediaries within the
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marketlng system. . . o - .
‘ v . [ -

On] » ree of the nlneteen manufacturers c]almed

- the KNTC. ]2_ However, twelve of the nlneteen manufacturers

comp]alned they had problems in obtalnlng their raw
materials due to KNTC antl the KNTC appoLnted sub- dlst<:butors.'_;:
Before the KNTE~became responSIbLe for textnLe distribution. ..; .
many. garmentfmanufgﬁturers bought dlrectly from local

Sextll: manufacturers,or d|d thelr own importipng. After:

the KNTC took over textlle distribution these garment
maqufaiggrers were permitted to import:some of their

textile inputs but fncreasjngly theit requirements-had

to be’obtained through the KNTC;appo.inte.d—dist’ributors.]3

The problems of - obtalnlng text|1es outlined above
hnghllghts a potential- Ilmntatnon n the role of state R

tradlng Manufé'turlng flrms haV|ng to buy_ thelr‘rmported

T

_or. domestlcally produced iptermediate goods. through the_

state corporation can lead to special problems. The

knowledge and skillé requlred by the state trading organ-
isation become much greater when they involve purchasnng
inputs for_manufacturing."Not‘only is a broad kriowledge

A : - . A !
of the market required, but, in addition, the technical

12 1t-will be recalled that many manufacturers claimed that -

’ sales were down becausé there were insufficient marketing
‘outlets. [t is interesting.to note that thls was perceived
as being due to the worklﬁgs of the Trade Licensing Act.
insufficient African traders was seen to be a problem'by
these manu Pcturers bit  the role of the KNTC in assnstlng
African traders was not criticiseds

lB__lnformatlon supplied by officials of the KNTC
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the’producttf'"*

'that the |ngp s have the proper specnflcatlons. P

1/"'-—(’ ) *

'process of manufacturlng must~be clearly understood SO

Lpurchased through the state tradlng

-Organlsatlon and if the-state tradlng organxsatlon doe's

- not possess thns expertlse the# ‘the marketlng system contalns

a redundant middleman which is unable to perform;any m ketvng
tly

function or, serv:ce. . : :. .

-

~own plant and eq““

@ ;
In Tanzahna wﬁ”re the same. problem |s encountered

a nymber of flrms both 4n the publlc and prlvate—sector
£
have expressed a concern over the loss of control of their”

|mported inputs due to del|very delays and to the problem '

v

‘of the STC!s purchases not meeting specnflcatlons require=

ments. The problem has largely been solved by: aIIOW|ng

Natlonal Development Corporatlon companies to do thelr own

lmportlng, by allownng pr|vate companles to |mport thelr —n

’ment, and by allownng imports of Thter-

medlate goods that are speC|f|c to a given firm to be |mported

by that 1’|rm.”+ -

{
IV, SUMMARY
The KNTC could play a V|tal role in complementlng
other-government programmes for redressnng income, imbalances
between the richer and the poorer people in Kenya and between
urban’and¢roral areas.thrpugh its.pricing policy. However,
. ) y—/-\
4 InterV|ews with senior offlcals of the Nat|onal Develop-

ment Corporation and the Ministry of Commerce and Indust-
ries during August, 1970

.

)
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the actual prlClng poJIC|es folbowed by the KNTC suggest-

B4

ible policy obJectxve is not belng fo]]owed

by thg;_,. i x & fact the, evndénce that -exists a]lows fi.

“actually being fo]lowed by the KNTC tend to- aggravate the pro-

biem of |ncome |mbalances between the rlcher and tﬁe\poorer
and between Qhe two major cxtles and the rest of Kenya.® ~~'°
. ey N e .

- &7 7 The KNTC pollcy of restrlctlng competltlon by means of

g;lts Q|str|butorsh|p pollcy, and to a lesser Extent its
prieing poILcy, has ‘not been a success in ensuring the
viabildty of'sub-dLstrithorshib'as.the data'suggests‘thatw:
mos t sub dlstrlbutors are not actlvely tradlng In addition,

o as the KNTC no- longer sells on credlt the pollcy of restr-

iction to ensure that the subedustributOrs were_relfabletand"

credit worthy is no longer va]nd Data‘phesented 1n7earlié?"J

vr

'chapters sugg§§§s it never.was an effectlve method of ensurlng

s

rellablllty. R i" s
Finally, data on the, channels of distribution of certain
© textile products suggests that the KNTC is attempting to .
wlntroduce extra levels of intermediaries wherg.possibly
np extra marketing servnces are required. |If sub-distributors
are unable to perform valid ﬁarketing services it is unde;
sirabfe that thefdistribution.dhain'should be lengthened

‘in order to include unnecessary intermediariesT ™~
Ohs ‘\h/: ) . .

w

orie to draw the tentatlve conclusnon that the’ pricing. poI|c1es:




‘?1» ey

“

i it ’
& Wi 2 - "’:-I < ’ N ‘
L L T B |
L CHAPTER VIT v ;

“and actua] role of the Kenya.Natlonal Trading Corporatlonn
in the economlc development of Kenya., “ln order to do f-;L

d ana] yse /t}e )
{*" JE

N ‘\‘gw e
structure of,the thvan economy at lndependence and

- . v,

to. ]dentlfy the assocnated prob]ems.',.l N

this it was. flrst necessary to desdrlbe

fn- 1968 exports were approxumately -20 percent of
the gross domestic product .and imports were approxnmately
25 perdgﬁt of gross domestlc product:’ The negatxve ’
“'visible’ trade balance was offset by posntnve recelpts

from tourism and capltal lnflows from prlvate government

and multllateral sources MaJor exports were predomlnantly {

prlmary product . the more |mportant of whlch were-coffee

[y

tea snsa] . pyr thrum and meat products. . MaJor lmports

Y

were predomlnantly manu?actured goods xncludlng crude

petroleum, motor vehicles and chass:s, agrncultural

machinery and equipment, industrial machinery, consumer

iy

durables and luxuries. -
" The |ndustr|a] sector in Kenya is large relative to
the |ndustr|a] sectors of both Uganda and Tanzania but is
smallef’than that .of most other developlng countries.
P—/—“\ .
Thls lndustrnal sector developed largely because of ,the
presence of a hlgh income Jmmlgrant group in Kenya and

because the three East African countries were one targe

~= -

2
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economnc bloc wnth common external tarltfs and few |nterna1

¥’
barrlers Ep'trade. The maJor local lndustrles |nclude food

p?ocessnn

gt AN T~

ight, consumer goqu products.f Th|s latter o

. group of lnjﬁstrles ‘are largely final processors of 1mport?

ed lntermed|ate goods., Nalrobl and ‘to a lesser extent

Mombasa, are the manufacturlng centres of Kenya. e

. At the t|me of Independence, a]most ‘all, of the | o

Ty

manufacturlngﬁcapaﬁ*ty of Kenya was owned by non- Afrlcans
3)the5ﬂsub5|dlar|es qf Europeam flrms'or flnanced by ﬁm“‘
local non-African capltal This- pattern of ownershnp was
also true, for the major import and expart fnrms and the
fihancial institutions especial]y the commercial banks.
It is argured that because these- economlc |nst|tutlons .
are owned and staffed by non- Afrlcans they would continue
to operate as before:‘~Thls would.result,,|t is angued,
“in Kenya'contfﬁﬁfné'to“eiport‘ﬁrimary products and~import

e .
»_secondary products. A state trading corporatlon might

p]ay an important rofehrn Kenya's deve]opment by-dlvertlng
r_demand from foreign'to domes%|c sources where the latter
exist. .

In addition, almostﬁa]l-importing was thropgh non-
Atnican.firms. European importing firms Were dealing
."main]y in industrial machinery, agricultural machinery and
equipment, pharmateutieal products and chemicalébé\guilding
materials; hardware and consuief durables were imported by

both European and Asian firms. Piece goods, clothlng,

O
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e hands .of Asnans. Retallnng was

'ldone by both Afrlcans ‘and. As:ans but the Afrlcan traders

although more numerous, tended to have smaller bus:nesses

. w e s - e

Tk

. than thelr As;an counterparts T ,-N toT ',~\

Data on tbe number of |mporters and wholesalers u,.-' S

' shows that thére was a relatnvely $mall number of European

|mporters and domestle dlstrlbutors of lndustrral machlnery,

" motor veh:cles, and agrlcultural machinery and equlpment

The_datgushows that As:an |mporters and domestlc wholesalers
of hardware —pxece goods, clothlng grocerles and pro-

visions were far more. numerous and also shows that most .

Vof the wholesalers were‘located,|n.theflarger.cutles,

. . - . . - .

espeCIally Na|rdb|. \" ; , _,;" o, ST SR

.Evndence; resented whnch lndicates that there is

’ nconSIderable varlatlon ln the number and'klnd of dlstribu-

:_tlon channels through which iommodltles are marketed. In

some cases a number of channels of distribution are employed
at'any one time or over time to market a single-tommodity.

Evndence is also presented whlch |nd|cates that terms

“..commonly used in descrnbnng intermediaries, such as

importers, wholesalers and retailers may be imperfect
|n def|n|ng the actual functlons benng perFormede~g

" A consequence of this’ pattern of resource-ownersh:p )

,and allocatlon was that the rewards of growth accrued largely
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to the non- Afrlcan group ‘Slnce Indepepdence Lthe

Kenyan Go.y‘° ent has Jnltlated many schemes de5|gned

v

] eater number ofwAfrlcans Lnto exustlng

etonomnc |nst tutlons, to glve Afrlcans greater owner~ .

shlp of exnstlng resources, and to make the forelgn

owned institutions more Fesponsive o Kenya's development -
2y .

' needs. ' *3"'-' ‘ :. oo

g .
The Kenwan Government has- reJected Natlonallsatlon as

- &

3}means of controlllng productlve resources..-knstead it has

L =

attempted to make the foreignm owned firms more responsive to"

Kenya'i?geeds through government part|c4pat|on on the oper-

atlon of these busnnesses by having - Afrlcans appo:nted to

the board of. dlrectors. ‘The.major way of doxng this is for

the Industrlal and Commercial Development Corporation -or one

_of its subsxdlaples to’ purchase shares of the foreﬂgn

“owned, companl'

Development Corporatlon has created a number of subSIdlarxes

——

deSIQned—to assist Afrlcan‘entrepreneurs |ncludrng advances .

. {
to thé Small Industries Revolving Loan.Fund, the Kenya

Ndtional Properties Ltd., the Kenya Industrial Ltd., and-
the Kenya National Tradlng’Corporatnon.

Europeans and Asnans camé to domlnate 1mport|ng and .
domestlc wholesallng and to & lesser extent retailing,

v

]argely for hlstorlcal reasons. However, even when\the

barrlers which _may_have preventéd Africans from tradlng were

tradlng were reduced or removed, non-Africans still remained

dominant in trade. An attempt is made in chapter [1| to

'In addltlon the industiral and Cbmmercial
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lsolate some of the factqrs ﬁhleh may prevent Afrlcans

; from belngf

'Ar'

Lackf

.'tab is often blamed for the lack of

:&w

LR

‘Afrlcan partxcnpat|on in wholesallng and retalllng ln

Kenya.‘ The evidence presented suggests that capltal from

" commercial

sources was ea5|er to obtaln |n'West Afrlcaf\\

,than East Afrlca ' Part of this may be due to the poor

e

. & - -
vvrecprd of credFt worthlness and’ loan repayment of Afrlcans

v

competent and responsxble tradersh

in Kenya

w:th the large number of Government cfedlt

and loan programmes that are new in exlstence lack of

capital ifguld not be a lnsurmountable problem to

Lack

of experlence |s alse cuted as’ a: contrlbutlng

factor to lack of Afrlcan partxcnpatlon.v Opportunxtles

' almost non-exust

- for on- the-

JOb trélnlng for asplrlng traders have beEn~:“A‘ e

ln Kenya largely because Asnan flrms

“place Asuans in POSItIOhS of;respons:blllty and. employ

JAfrlcans for manual tasks In‘addltnon; al though fprmal .

: tranlng-may assist traders it appears that it.may ngt'be
hd

.essentlal

s
A

A summary of the,work of one author suggests that two

factors ncernln the organisation of African entreprlses
, ‘if 9 9

- family relatlonshlps in business, and lnablllty to delegate

authorlty,

restrlcted

“ducts, and

. to African

and.. three factors concernlng external Fe+at|onsh|ps
knowledge of markets, restrlcted knowledge ' of pro-
the extent of competltlon may be greater barriers.

traders than shortage of capital and formal~-skills.




'marketing ayStém. HoweVer, the operatlng features

Iack of eff_,ﬂ
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_The government perqelves }ack of Afn1can part:cnpatlon,

lnto rural

"Th‘

‘Nw.uﬁhe main prob]ems of the. dlstrlbutlve

.s

) of the Trade Licens.ing Act and the KNTC suggest that the

3Government has thus far concentrated on’ the obJectnve.’\\"

g

_of |ncreasxng African part|c1pattom It is. argued that,

I3

were conflned toc

Lthe prlce of -goods consumed by the majority of the more affluent

‘ gLvenathe natuﬁe of the :nherlted economy, thlS obJect1veK

. PR [
L4 . .

is too narrow for the KNTC
In Chapter IV economic theroy is presented whlch

suggests }pat certain pr|c1ng pollcies if adopted

by the’ KNTC would be comp]ementary to one of the govern-

ments overa1l deve]opment goals of redressung incomé imbals

ances between rural and ‘urban people. and between richer -and
. e . . - - .

_poorer-people. Fé% example |Fﬂa greater'variety OF*goods

~KNTC it cou]d by settlng prlces

in rural areas below pr|ce§ i urban areas lncrease

,and use this money to reduce the price of goods consumed

by the majority of the less affluent, Similar priging

policies cOujd:be<foIlowed ih a given product, i.e.;

increase the price of the better ‘quality Tines and use

“this extra money to reduce the price of the poorer quality

lines. - . ' - cgfg\
The KNTC might -also partiaTTy offset the real incgme

imbalances.between the two major urban centres of Nairobi

j]and‘Momhasa and ‘the: rest of Kenya by'increasing the prices

,‘eprOItat|on and poor market penetratlon'f
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Lpeme

-of commodltles sold ln these two eltles and us:ng the proceeds

to subsndlse qfa

ortatlon costs and thus PFICES in

"One of the most pressnng problems in Kenya |s the "

wnde dlsparlty of lncomes between the Afrlcans ASIans and

Europeans and betweén . Afrlcans IlVlng in urban areas and

t ey

,Afrlcans llVlng ln rural areas._ A close]y re!ated problem

|s that much of fhe country's surp]us which mlght be used for :
development purposes if fbowlng out vof’ the country <in the

form of lmportlng i tems and both legal and illegal repa-
trlatlon offggoflts lt IS argtied |n~chapter 1V 'that

the KNTC might be an effective lnstrument for allevuatlng

'some of these prob]ems and economic theroy demonstratlng

now a monopponlstlc state tradlng corporatlon mxght be

'effectlve]y used tolﬁncrease the quantlty and reduce the .

'pche of goods prod

d by domestlc monopolies” is revaewed

Not only mlght state tradlng corporatnon lnterventlon .

‘_of th:s kind result in an increase in domest4c consumption

{
' but it mlght~a]so result“in‘a transfer fo funds from the for-

Leidn owned firms to the state tradlng corporation of. the

Government. This would result”in more funds in the hands

of the Gove rnment for development projects and ]ess proflts

in the hands of the foreign firms and- therefore reduced

repatrlatlon. . - ) ,;Ag\

To. dahe few lmported Tuxury |tems have been conflned

. to the Kenya National Trading Corporation. A useful
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“function that a state tradlng'torporatlon nught perform

e flow of ]uxury |mports. Not on]y wou]d

i _,-,
ps g2 g

i's to restrl;

thi s conserve
el L 'the State tradxng corporatnon maklng substantlal proflts.‘x
| | One‘use of these funds might be'to hand it over to the
_ treasury for development qupoées, a eeébnd,hfgﬁt’be tq;\;
.o the KNTC to retaln it in order to pnoCTde betterxserV|ce ;.3-' Sl
for sub dastrlbutorsifbk thlrd ‘use mlght be as "a- source ] .
of Eynds for subsiding .the. prlce necessntles Or ?er reducnng
. the prlce of goods sold away from the main urban centres .
of Nalrob|/gnd Mombasa 3 + - :
CHE Flnally,‘theory is presented in Chapter v Wthh shows
where monopoly proflts might accrue, when the KNTC restrlcts

imports. Al] three theorles suggest that greater beneflts

" will accrue to Kenya. if the KNTC lmports and purchases B .

Lavs

R from domestlc manuéacturers on |ts own’ account,
- Chapters II:IV presenteﬂ the problems’ ahd the potentlal
L : s ﬁ}ro]e of state tradlng in the economic development of Kenya;

A ’chapters V-VIT ana]yeed the acthal role of the KNTC. The
-KNTC'has three operating divisions _produce and provnslons,
textiles and hardware. Producé and prOV|snons sales have
a]ways‘been greater than either téxtiles sales or hardware
sales but ite relative importance has declined with increased

'textile'and'hardware'eales. o o

By‘Mey 1970, some 51 commodT{ies had been conffned to
the KNTC, hdwe?er, during themJu]y-December 1969 period goods

.
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"conflned to the KNTC represented 9 pegcent of a]l lmports

~

into Kenya ang = ercent of the sales of domestlc lndustry

S The KNTC emp) ik
'ffja_.-f'_‘7goods that haye been conflned to it.' Certa:n goods such
as sugar, salt, certain textlles and cement are traded an.the.
KNTC account. That .is to say, the KNTC estrmates natlona\
o demands, purchases from domestic and‘overseas suppllers
. ) storés; rts 17 warehi?ses and, |n the case of ‘sugaf prior
to Sgptember 1969, sold én- credit.” For certaan otfier
commodltles the-KNTC acted as an’ indent agent. In thls
case, _the ;u;c purchases, commodltles on]y after it has_
- recelyed a firm order from one of its sub dlstrlbutors., He
f,;f ‘services by the KNTC are guaranteelng payment~to the sellerﬁ
- and initial chanelllng and goods through Afrlcan traders.
In the ‘final method® the KNTC perm|ts a sub-set of |ts appountedv
Ce ‘::”:' »Jsub-dlstrnbutors,gg;gyrchase from domestic and overseas

o suppllers. - o T

0 & L Tradlng on the KNTC accouqt requires -the KNTC to have

;more working qapita] than do either of the other two

L4

. methods of Warketing. Data on credjtrsugar show that'the

KNTC has accumulated large ambunts of bad dehts and an analysrs

of the KNTC financial acCounts suggests that this has ieft

the’ KNTC short of worklng capltal 1t ts suggested in chapter
_.V that thlS shortage ‘of working capital has. resulted'rq T
the—shlft-ln 'KNTC policy of tradlng on its own.account ahd
thusyﬁn a partial withdrawal of the KNTC from supplying

wvaluable-marketing services such as credit, sterage and

¢
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"_trahSport.. Thls in turn has resu]ted in the Afrlcan traders

/d problems ln prov:dnng the full range of

-
. Vs

servxces to ietanlers thus maklng |t lncrea5|ngly

R 2% - -
'dlffxcult For thé’ Afrlcan sub dnstrlbutors to compete wnth

) the non- Afr|can wholesalers whd are able to provide these

services. : , K T .v"
. ey 0

Data presented in chapter Vi Gupports theAhypotheSJS‘J

that the KNTC Hes haé:e measure of success in Afrlcan151ng

e

thdée commodltles that have been; conflned to ith However,

L.
the same ev:dence suggests that non-Afrlcans are still

tradlng in ommodltles conf|ned to the: KNTC and that for

‘many commodltles on]y a sma]l proportlon of the Afrlcan

traders entltled to trade as prlmary sub dnstrlbutors were,

K}

in fact donng so.

e L f’.

.Non-Africang contlnue ‘to trade ‘in goods conflned to

' the KNTC for twos&ﬁesons. The f:rst ‘reason is - that the

: rlghts of citizens to be treated as equals’ regardless ofs .

, ethnlc origin is guaranteed under the constitution of Kenya.
- \
» ThejTraderLlcenS|ng Act allows discrimination between

African citizens and non-African citizens. Once in possession

B

of a valid.trade licence it 4s legal for non-Africans to

purchase commodities confined -to"the KNTC from appointed

Afrfcah'sub-distributors and then perform the wholesaling

..
.

functions. .. ot ——

‘The second reason is that Th order ‘to compete with

the KNTC'appointed African sub-distributors, the non-African

wholesalers must provide equal or better service. Evidence

oo

B




o ,r”-v-r : : .
- avallable suggests that ln Nalrobl at least, non Afrlcan

wholesalers__ textlles and produce and prOV|s:ons glve

better credl s

. R 2 o e .
Cleean L appear -to be more W|ll|ng to sell |n sma]ler lots than are’
e thelr Afrlcan counterparts. *
' Jnabllnty to compete *with non- Afrlcans may: be a__

contrubutory factor accountlng for ¢he large number of KNTC
agponnted sub 8+str|butors who are lnactnve. Another factor

\to‘Pe thit the fewer the servnces;such as ‘credi.t ~ transport, .
storage and bulk breaking pFOVlded by the'KNTC the fewer
the number of active sub dlsvrlbutors. When the KNTC stores

Q ‘commodities in all lts warehouses several hundred sub-
dlstrlbutors are activée but when sub=- dlstrlbutors do the:r
own importing, the number of actlve sub -distributors is .

great]y reduced aThls may result ina partlal de Afrlcan-

PR isation, of wholesaang when a commodlty which was orlglnal]y

lmported and stored by the KNTC is then |mported by a
s ;b ’%,Vrestricted number of app0|nted sub- dlstrlbutors.
| Finally, when the KNTC tbades on its oun account it
reddces the amount of capital, skill and exper}enge needed
on the part of the African sfb- dlstrlbutors by seclring
sources of supply, transporting, bulk breaklng and storage.

; The. pricing polucy of the KNTC could play an important
role |n redressnng income imbalances in Kenya. Da;aagn _
pricing pollcnes pursued by the "KNTC presented in chapter VI|
shows that the KNTC s th'ourrently using‘this potent}al
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."to correct lmba]ances.” In fact,.the data syggests that at

times %he;ac."l pr|C|ng pollcles may have aggravated the

. The KNTC poTlcy of restrlct|ng competltlon by means

of.its dlStrIbUtIOHShlp pollcy, ‘and to a lesser extent

its prlc1ng pollcy, has not“been a success gn: ensurlng the -~
vnablllty of sub- dlstrnbutorshlp as ¢he data suggests that L erh
most; sub dlstrlbﬂtorsﬁare not actlve]y‘tradlng~ In addltlop;i
as t?e KNZC‘no~Iodger sells“ou credit, the'pollcy:of restri- .
ction to ensure that theISub-distributors were reliable

aad credit w'rtby is no longer valid. Data presented in
earlier chapters suggests it never was éﬁ effective'metbod'

Flnally, data on the channe]s of dlstrabutlon of certain

. textlle products suggests that the KNTC is. attempt|ng to et
‘lntroduce extra ]exeis of lntermedlarles where possubly

no. extra marketlng services are requlred If sub- d|str|butors

are unable ‘to perform valld marketlng services it is unde5|rable

that the dlstrlbutlon chain should be lengthened in order

to include unnecessary’ lntermednarles. 3
+

In conclusion much of ¢he KNTC's potentlal has not to

date been realised largely due to ‘the narrowness. of its

“objectives. lf it is to achneve its,potential contrlbutlon

"

'to Kenya's economic deve]opment broader ObJeCthES_#MCh as

transferrlng demand from overseas™ sources to domestic sources

‘and redreSSIng income imbalantes must be consndered In order
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- KE '000 .

K]

Category ' 196 T 196871\
Unroas.ted. Coffee’ e ) 15,396 ° B 12,808
. s ?_‘ ’ . , -

SA3
PN

Sisal* & - . S 6,028 " 2,020

Tea S e * . 6,056 "7 10,001
Pyrethrum : 2,453 3,040

) Meat and Me;vt’ Products .. 24,]67 ‘*"’:, ‘ 3,026
- "Hides and Skins - . 1,294 . . o 1,671
.- "“Soda Ash - . 708 - S I Y
_Watt.]_e Ex‘trac_t A o "8.'83- o 1,134
. Petroleum Prodyqts“u :  2,12{+ _ L 6_:]"] 1
Cement - a ?;—3 ’ 802“ - ‘l ;774 '
Source: Republic of Kenya:i:e'nya Statistical Digést; ‘
& September 1969 Table T3, ‘ .




e ', TABLE A2 3f L

: Céfégaﬁyf'_' Ll 1964 ;7‘7.'“‘.7 .3'j968
' Crude. Petroleum Jl o0 .;7,27@ L - :t;‘ . 29‘656~‘-

Fertilféqrs ’... “Q,',. _.l 330 )

DS Sl i :

Vo e o o -
o Tl - e ~ A
e L ‘ 379 -
D . .
Mgl Fn 2 -

' NET‘lMPbRTS i964 AND 1968 _
000 L T

Motor’ Vehlcles and Chassns'-4,940 Li 1‘V:J;§f ;ﬂ" 8 072—'\\

Agrlcultura] MaChIHEIY

~and- Tractors ‘ ';7.. %“; f,468.- o . j{ 2 295

-k P

lndustr:al Machlnery S ’_9;]38, _ Ce -L3 ,,690?
P P, . A

Iran and’ Steel” 7 3,818 . ) 6,147

Fabrics of Cotton 2,399: -'_ o - 2,752 -

fébricsidf Synthetic Fibreg'Z,ZIZ C 3,183 ¢

Paper and Paper Products - 3,198 - . 4,798
Pharmaceuticals Products .1 4]5 . ) ‘ 2,]94
C 1,875

Source Republlc of;ﬁbhya Kenya Statistical ngestj Sept.

B : . e

1969 -Table 12. ¢

-
—




T - TABLE A 3 ,Q';- : .

4
' DUSTRIAL PRODUCTION 1963

;Estab]nshments Persons " Years -

. Industry o Engaged Productlon N
T P Number "Number ~ K £1060 .
- Meat Products : ) 0. 2;06B.. - ..6,296 - -
" Dairy - Products , 16 e 88T-; 4,872\,
Canned Fruit and Vegetab]es ' « 994 L 1,01
Grain.Mill Products.” « . . - 39 -0 1,973 Co, 1y e
. Bakery Products, '“:ogu,. B.037 ° 1, ;085" "+ 1,826
“« . Sugar and Gonfectionary 5. 1. 587 - 1,808.
o Miscellaneous Foods 13 I 535 © x589
- Spirits, Beer and Malt’ gy : 2,058 ".L,063
Soft Drinks and. Tobacco 19 1, 454< 3,963
Cordage, Rope and Twine 6. 2,233 1,343
Textiles 10, . 1,820 Lo 1,342-
) Clothing and FgaﬂWear .17 : 1,881 2,876
. Sawn Timber 64 5,299 . 1,199°
: . "Other Wood Products ™ 7 - . 320 217
S~— . . | Furniture ‘and- letures 74 i,218 . 1,113
Lo - :Papér Products : - ' I 706 1,521
” Printing and Publishihg . .73 2 ,977 4,102
Tarring and Leather Goods 10 7, 503 553
N Rubber Products SR R . 276 543
i - — Bas:c—lndustrlal Chem cals - 15, 1 ,561 L 2,bk5
SR -Paints - - L L 246 . 659
T Soap ' = 17 : 788 - 3,275
¥ Miscellaneous Chemlcals 20 86l . L191
. - Clay and Concrete' Products 12 ° ‘ 533 ©. 301
% ..Glass ‘and Products 3 _ 307 L62
s ; ¢ Cement and Other Mlnera]s 7y 921 2,312
' L Metal Products s 48 : 2,870 5, 1276
Non-electrical Machlnery 35 - 71], ‘612
Electrical Machinery 19 251 278
- Shipbuilding and Repairing 12 , 2,107 -+ %949
Railway Rolling: Stock 1 » 6. ,392 2,616
Motor- VEhicles . 17 - "Lbl | . 507
‘Motor. Repairs. - 96 1,454 . 1,790
A Mlscellaneous Manufacturlng 24 49] ' 792.

‘Source: Republlc Of Kenyar, Kenya Census of Industrial Prod- .

uction 1963, p. 102, ] - -
. ) ~ . ) R
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- THE DEVELORMERAEST A v

The pprpose of theLa Appendix 1s to show how the in-

troduction of middlemen between Producers and cansumers
S N

will, under certaln cnrcumstances result in a lowering of

marketlng costs., "§'~ &= R o co

LA Zertncal market struqture or maxketlng channel»

-

may be viewed as.the set (A - A }, Xl - Xn), where Aj is

the ith producer.and Xj is the Jth'consumer:.-Membership

_Of .the structure is characterised by each firm having at

']east one cooperative re]atibnship with a consumer and

. 4
of costs of exchange gggen the fo]lownng two systems

w o

each consumer hav:ng one cooperatlve re]atlonshlp Wlth at

‘Ieast one producer. EfﬁlCtency then concerns @ comparlsow

~
’y .
e

(Ay - Ams X170 Xp) s
and . o
(A} = Ap, Ry = Ro, Xy ¥X )

where Ry - R are competing intermediary firms.

N

The sources of costs and the?efore the potentlal sources

of efflc1enc1es are contact and communlcatlon, |nventory

’ carrylng and storage, flnanCIng, physical. distribution costs,

e -
.

v—/\

'l , Based upon material presented H. Baligh and L. Richartz,

Vertical Market Structures (Boston:“Allyn and Bacon, 1967)
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= Pt R SR S e
“'suppiylng of non wantxng Utl]ItIeSAtO buyers, the |mplem-

pR

s ¥
entlng cf-exchang_ transactlons, productlon, buysng and

Csellingiye

e m" T Assume a vertﬁ%a] market structure WIth m se]]ers each
.g:l ”_‘ cf whom are in contact wnth n se]lers. Also assume that ' : '

the cost'of each contact is 1 then “the: total:contactual ‘Costs "

are nbx mor: " ,
A S SR
» fhe entry of -one m;dd]eman who is, in ccntactfwytbﬁalfv

s sellers fcontact cost of m) and wnthza]] buyers'(contact

cost of n) reduce totadl costs to’'n++ m or:

"TCy =m+n  emiees EREEECEEEEE: 5--1 ------ 2

Assume the n sellers and the n buyers are |nd|fferent
to the entry, of the mlddleman provudlng that thelr net |ncome

‘is at least. as hlgh aftgr the entrance of the mlddleman as.
.‘-p
it was before.f leen Qﬂgs assumptlon the mlddleman gains -~

.—“...1 =T .

. c-a tota] equal to~the contact costs prlor to his entry, |.e.,

- e . ..

. h‘,ﬁn. I , .

A ES 7 L .-
TR" = mn --------6--—-----------‘----3
Therefore middleman's profits are:

TPu =m/n - (m+ n)---mnmune S

. Because profits are made new entrants will be graWn into

i the system until the number of new entrapts has increased to.

thefpoint:where'total profits in the.system are zero:

TPy ="mn = w (m = ".). = 0 emmmew At e e e 5 .
TPy, =mn_ - (m +n) = 0; jo=1,2....w--6

W 1 - -
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which solved for the optumum numberaof mldd]emen y:elds«
. s L B 2
Wee=mn_ " o - . . ) .
m+n s, bbb Ahnhbttiy AP
Tﬁe format  '; »; ﬁe-level of middl&men a]lows For the

.'formatlon of addltnonal levels of mlddlemen for exactly

the same . reason‘that the first. level'was created E G-

‘n

if m=n=8 then no mlddlemen contactual costgﬂare 64 Wlth f“\ o

one mldd]eman contactua} cests would be Ié yneldlng a’

o3, e

-profit of 4. Howeve? «the entrance of further mlddleman

Lo L

-

" would Pedute~tq&a].contact costs.. Cooperatlon between leve151

and competition within levels would lead to the.foIIOW|ng

vertical marketfsfructure:

e
a

0 0o o0 0 0.0 0 o0 m se]iers'
S @
R ) D

(¢)., R

. 0 ! | (a)
S 0 - , (c)
0 0 (b)
0 (c)

0

N

o._0 0O O O 0 & o0 0 n buyers

Let us assume that the m sellers and n buyer would not be

‘indifferent to the entrance of new cooperéting firms

.

e’

-at. eX|st|ng proflt levels after the reallsatlon that, tHFGG@h

bargalnlng with xntermedlarles, proflts could be lncreased

i.e., new cooperating firms must grant rebates to existing

firms in order to gain ehtrance and cooperation from firms
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‘ ‘already in the structure. i x . .

: - '
‘Assume the - e]lers and n buyers are |nd1fferent to

..

o

a, rebate of at the total rébatefbténted;hy'éll

‘ mlddlemen in the flrst Ievel 6f intermediaries is:

R, = w _ : R I
e E:] T EREEETEE EREEEE r--;:;j-:-N-B Ct /e\.'fh:
The., total rebatesﬂgranted by the fipst level of = IS
. termedlarles cah be. e;;ressed as, some proportuon of ‘the-
N o tot;l cost:of the system ‘,P"ﬂ . ';f R _
\ Ry = K(@N); 0 K 1. mmeecmeaimememmenos 9
. B The totaIFQSVenue within, the system to be allocated ,\. _ V~f
. ;{_P’.‘ amofig the intermediaries at the primary leve] |s.redueed
- ‘ from ‘mn to (1- k)mn, thu$ -
: = (1-k) mn - w.(m+n) —va-=:--F5-;-f§j-]Q:~
’ and S * T :
- TRy, = S0 Someiaooo 1" - -
N }ijfhg_ah equilihhium numbe r qfwmntermediaries at the phi{
= ?l#matyc]eve] of : ' T
* W= (1=K)in '
N L ————- =-12
ThEs, the pumber of intermediaries at the prfmSijw
tevel is reduced in ptohertion to the sjze of the aggtegate-
, rebate.‘ This .analysis can be expended to'severa] levels
-

_of intermediéry’With each new level having to pay a rebate
‘——’-_'\
to ex;stlng members of the structure inorder to J01n.
; T

If we now ‘assume that the cost of information transmitté1

-
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.

o 4»;r . : o
|s not one. (as was assumed for equatlons ] through l]) but

is made up of two"'arts- a f:xed e]ement q and a varlab]e

I3

A”h amount of lnformatlon transmltted g

24

HLet«us further assuhe‘that the tota] cost of d;rect contact~

“,between a member of the. m group and a member of the f group L

i's now a»cost-of contact and communlcatlpn,,q +;2p,ﬁ ;hen o f’ Ny

TC = mn(q+2p) - qmn+2pmn Smmmem ;-jfﬁér;-QFL--13 1 /??
i.e.;;each m sends out h|5$pr|ce to al] n and- each n hIS ! s
pFice teka;l m., : ? o » R .~}./h

P s
f‘a~"- - -» . . .
The- total cost of a single middleman of attaining the

given output of .information for the system is the sum of the

costs' of contafts and- the costs of’ infofmation transmitted:

Loy e

. therefore ; ;

E

s TCj = (d(m%ﬁ)'% pn(h;l): ;'pm(n+f) --m----L-4-i4
The tota] proflt of the system in equilibrium is:
. TP, = gmn. +2pmn -nw, (q(m+n) + p(m+n+2mn) --[ﬁ N
Aa‘ﬁc-i N " - | ee . ey
\;W T?J'»= gﬁSTZEmn - q(m+n) :*p(m+nf2mn) =0 ---—IQ‘i
~‘. T .

wi = gmn+2pmn " .
) q(m+n; + p (m+n+2mn) o ey
the intfodyction of an. information transmittal cost .(p) results
in a reduction in the number of intermediaries in the primary

jevel. This-tben leads to a reduction ifA the number of

levels of intermediaries and the number-of middlemen in—eash

Jlevel.

Finally let us drop the assﬁmption that there are no



A ' : : -
‘flxed costs assocnated w1th the entry of middleman into.
. -

Hf_}ﬁ‘ﬁ' the structure.~ Al"o let- tis assume that in order to lnduce

h the mlddleman 15'assured the . " -

3 o

‘%nk.cap«ta] |nputs,.'ff' TREEE

e

opportunlty cos oF

oo ‘ =

. lf SJ, are’ the setup costs of the jth-midd]emen'into

the primary level of |ntermed|ar¢esA - ,,',,-fﬂ\._;t; S
and | |s the acceptable rate of retu?n S . N
"a fltm wnll nox entes:unless expected pnoflts are A
‘ ~ equal’ to or gfeater than 181, T . tf..
YR 3 Lo L . S
ie. Min‘(TP..) ST S SRR — 17
Jr jt . .
therefore .. -~ ¢
ol T TRy = (man). 2w, (18,)-mmnnes -=---18
) .or ’ ' '
_ © TP, = IS =an. . ol
. A JEU WS (men),tfortall Wy ----19
~ al"l_d‘ ' . et T -~ * L ey
. S W, = ) ) ' ‘ S >
v L (m+n5 + IS ---------------------- 20-
E L : : .

»/;ﬁ ¥lfva§ain the number of xntermedlarres at each level and the .
h number of levels of intermediaries is reduced.

Br|ng|ng rebates, fixed ahe variable costs of .communi-
cationsT costs of setting up a bu5|ness, and minimum rate of

return; into;one model glves:

L TR = (1-K)mn(q#2p)-1§ mmzmmmmmnnoes R 21
‘ - TC=w, (g(mn)+p(men+2mn) =eemeeannnonn -mmm22 N
Lo ey “(I-k)(mn) (q+2p) . - .
: , , - ISy +q (m+nJ+p (mn+2mn )= === === - 23




to |nduce new . entrants

,‘)l—v-
-So Far we. have looked at the optlmal market structure,

-y
\»

when “the on]y costs'are contact and communlcatlon costs.

o

costs of anentory”carryrhg:and storage flnanCIng, d“ -
’phy5|cal dlstrlbutlon. The introduction: of each new functlon
introduces the further p055|b|l|t|£s of lncreaSIng effncuency
through economies of sca]e and “further reducnng the number . ’NT
of levels of |ntermedbar|es @nd the’ number of agents

- . . :
each level. : . o e

The ioncldgibn tc be drawn from this_analysis is
that provided there is .
n,a) perfectfﬁzmpet|t|on B <
b) ‘the ability to reduce costs so that
|) new entrants are adequately rewarded

ii) old partncupapts receive §uff|C|ent rebate ’ .

'?'.
then either.a new level of lntermedlary wnl] come into

3exi5tence~or a new middleman wiTl" enter into an eX|st|ng

x
&

level. ) : T R

There. is a major drawback in the above analysis. There

is a total revenue in the system mn.from which some or all

of the following.is subracted:
| R= 2 rij where rij is fixed
S 3 sij where sij is fixed
and‘new;entranta'will enter until,~ N

“mn - R-§=~-1=-=20-~-

-



. B
Q: lncrease |n.eosts, l.e., c0mpet|t|on decreases effICIency

’?;e., new'entrants wnll occur unt:] costs have |ncreased
: enough to ellmlnate gf'futs.’ This Ieaves the |mpre55|on

,that competitlon lnste'

" ‘as the quantlty of ‘resources to produce a given- output

4:Example . o ;

223

.
z,e\'—v-r C -
v -

~

reduc:ng costs results |n an

:,\

rather than |ncreases effncnency where effncnency is measured

14

True excessuve competltlon may result ln too many

"%

resources enterlng an lndustry=$or all resources 'to be fully

ut|]|sed what is not mentloned |n the above model is that
4" . -«

.compet|t|on or the threat of competltlon results in pressures

to reduce costs, i.e,, use resources more efficiently. -An

increase'in the number of firms, instead of increasing the

,'quantaty of |nputs may reduce the quantlty of |nputs.

“ . The 'second point is that'rj,.is fixed. ln reallty the size

J!

of rj,, w, and R W|ll all.be functlon oF the degree of ?

‘competlt:on the greater thgipotentla] competition the greaterv

the size that rJ' will be. In summary; competltmon-lncreases
s -

. Ry

_R ‘and may or may not increase costs,

Assume -a village of woodcarvers who produce woodcarVIngs-
tor‘sa]e IQ_Nalrobl. Further assume 4hat this village contains
ten ggod woodcarvers and ten‘mediocre woodcarvers. Finqi]y
assume that a good woedcarving can be sdld for 20 shillings

and a med:ocre carvnng for 14 shllllngs.. -The initial .
. (N

productlon/marketlng system consnsts of each wood carver

producnng one .carving a day, working srx days per week and

.




.125carV|ngs. Each

. fOIIOW|ng proflts. W e

- wprofit.

s

o , f S . - ' 'l Je o . o - ‘-,
'carV|ng for two weeks._ After two weeks each has Eroduced '

"%

"rver then takes the bus to Nalrobni

month selllng hIS carvxngs.',.~

'.t\
';v

The bus fane |s 50° shllllngs and out of pocket expenses are’

thwo shllllngs per day whlle in NaerbP

This productlon/marketlng system would yneld the- i :

. N\

- - : -
g, oL ‘ . N

Good woodcarver‘»... = R T

x s

prof|t = prsce tlmes quantlty - flxed costs - varlabte-cgsts'

P X Q - FC -ve

=20 x 12 ~ 50 - 15 x 2 ; S
e 2ho - sﬁf? 30 o o
=160 ' ‘ '

~Mediocre woodcarver

]

P X Q - FC - VC

]4 x 12 - 50 E%E"X 2

168 - 80 SR

8& ‘ _ CT

ll

ll

[}

Let LS'assume that one of the mediocre woodcarvers,
that ‘is medjocre at carving not at business, realises that
both he Sﬁamq good woodcarver cou]dpoake more money if the
good WOodcarver specialised in carving ahd he, the mediocre
woodcarver, speCJaI:sed in selllng For iﬁstance, if the

good woodcarver carved all month he would produce 24 carVWﬁﬁE\
R a

o Prov:dpng‘thatrthe middleman offers at least 6.66 shillings

per}carvfng_the_goodAcaryer will be at least as well off.

+
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e Clet us assume that after & perlod o? negotlatnon the flnal
. . - . ~

-

prlce sett]ed on-ig 8 00 shllllngs per carV|ng

TSl profits & tota] revenue * totdl costs

e T T e Px Q- FC~"VC.

8x 24 -0 -0 ’ T »g.
192 (up From 160) e . o

o , E Med;ocre woodaerver$;um mldd]eman : A' RS
profits é/tetajﬁrevenue - totelzeosts e T Tt
=P xQ-FC-VC
20 x %5¢ 8 x 2k - 50 - 30 x 2
480 - 192 - 50 -60
P 178 (up From-88)

T "

_The |ntroduct|on of a market:ng mlddleman has ‘made everyone

. better off. ThIS examp]e”could be expanded S0 all 20 people AR

1«..‘ -,
»

- M,;could be. made better oﬁi:zf the ten good woodcarvers.sold
rto the mldd]eman who then Se]L§“$° "the remexn)ng nine '
4'-f_'lnwe6dcarvers who become permanent retiilers in Nairobi.
 Such a production/ marketinglsystem would consist ot ten

producers, one wholesaler and nine retailers. . vy
o
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APPENDIX c o Ny R

OF AFRICANISATION

The POIICY’U J““ ﬁ@e“otﬁAfricanisat?dh?maylbe”tdrmulated~,t,w

,'\

B

“in terms ‘of maximising _the’ proportlon of. trade belng Randled

by  the favoured group- subJect to one or more constralntsf-"”

~ :

One such obJectlve mlght be the maxnmlsation of the proport /\\

jon of t?ade belng hand]ed Ty Afrlcans subJect .to- the

-

constra:nt that there is ro xncrease in prlces or decrease
: . 9 - S - .

in servxces,offﬁred.

The Variables important in Africanisation are the

number. of commo ities, the vafue of these commodltlesi . .-

" as the proportion of al] commodltles the levels- of dlstr|but|on

involved and, the proport:on of each commodnty taken over.

Assume that 100 conodltles exnst that AFrlcans trade »

‘in 70 of. them and thatvthese 70 commodltles comprlse Lo - ﬂ_

percent of the total valuerf atl goods traded. Further,<
assume ‘that "20 percent of thé value of trade is derived from
lmports, 35 percent from who]esa]e tride, and 45 percent from
retaii trade. Flnally, assume that Africans control 30

percent of all imports, 40 percent of the wholesale trade,

v

90 percent Of the rural retail trade, 60 percent of the -

urban retail trade and that 75 percent of the retail trade

v

is carried"out I'n rural areas -and that the remaining 25
percent .in urban areas. ‘Given thlS«_ﬁSlC lnformatlon the

percentage of trade that is conducted by Africans can be

.
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ca]cutatedﬁk¢*9 N ) l
‘! e;g.; Imports - 3 % b —-,IZ P e., 12 percent ;} the
value of;al} impprteg ";_ade.by Afrlcans e ‘ $/ . v
: ) .Wh?]9§a'¢' : X A {16.‘ e PRI
'i;f.';«_;"’- Rural Areas 19-x ho=1.36 .

i
N
=~

Urbah Areas .6 x b o o
The total retail trade controlled by AFriéans*is then; /ﬁ\\

obtained by welghlng the rurak trade by. the proportlen of
&~ - k /
goods retalled in rural areas and* urban retall trade by‘the
[ Kt

proportlon of goSds reta|led in urban areas
‘e.g., Retail .36 x .75 + .24 x .25 =
* Thus +n thlfﬂhypothetlca] examp]e 12 percent of the

S value of the import trade, 16 percent of the va]ue of the
R who]esale trade and 33 percent of the‘value of the retall
‘ trade is hand]ed by Afric%ns.. The proportlon of all trade

»5carr|ed out by Africans AS calculated by welghtlng these ,;,

23
E— . _._....
e

percentages by the proportlons of the value of trade carrled

o

B lout at each Tevel. P,
o z ) o
e.g., 12 X .20 + .16 x .35 4 .33 x h5 23

Ti.e. 0 us:ng this deflnltlon of Afrlcanlsatnon 23 percent of
.trade is. Africanised.. o '

- —

Such a definition of Africanisation has merit in terms -

&

of very hroad policy goals. For instance,‘it may be decided
o ‘that the goa]s_fdr’Africanisation are, say, 25 percent by
the=endtof‘1970, 35 percent by the end o£;1972;_60 percent
by the ‘end- of 1975 and 90 percent by 1980. However,‘in

»
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'terms ‘of |mp1ement|ng programmes such‘obJectlves WOuld

. : -

have to be narrowed to have operatlonal content

Fors Anstance‘ythe :a] that say 35 percent of all trade

|s to be ip the'ha dﬂ.‘f,AFrlcans by the end of 1972 could
" be acqompllshed using - a number of strategies<
(a) increasing the ndmber-of cdmmodities hand]ed'by-;"
Africans so that. _they handled another §b percent /~\
) of‘the value, | ey from 40 percent to 60- percent “
(b) He;V|ng the number of commodltles the same- but»
ﬁncreasnng the proportlon of each commodlty at each
level by 50 percent; . o
(c)"dr by}fgcreasing proportion at differeht levels by
e o dlfferent amounts, . - A ‘
‘*:7_\ . " (d) or by a combinatlon of (a) and (c)
| "There are an infinite number of ways that Afr|can|sat|on ‘can

be accompllshed

RN

In conclus:on, a'tlmetable for accomp1|sh1ng Afrlcan-
-;

. |sat|on could be establ|shed as’ Follows

g &
. CommoMity Class nan
| S 1970 1972 1975
; Import : . No change , - 20% " 100%
~Rural® ~ No change . 100% ©100%
th]eséie . '
o7 ~Urban No’ change * 50% 100%
' - -Rural 100% © 100% 1005~
. o s -
Retall

R _-Urban 50% . 100% " 100%



» o

Amport,

a Nga

Y

—Wholesaie
-Rural

Retail

-Urban

‘ . ‘\ ) SN o
~ NG change -

hw\§j270

Y

No change
N6 change

. 100%

..

N
Wt

.

' f’?:.

T e

a

a

1972
"No ghéh@e
.No change

100%

100%™
4

-t

- Commodfty &1ass, npn

2297

1975 -

-No-change -

100%
100%

Coor Y
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v . s ] b 2
CONSUMPQd N PATTERNS IN KENYA
Most Afrlcanfw -;;énYa ‘obtain most oﬁ'thenr day to '

> n
-

- day requnrements outside the commercnal distribution system,
by growing them, by maklng them, themselves or buying or
bartering in the local market Only the comparative]y /\\

small number who sare: |n~fullt|me pald employment or on
%

“ estates Buy theur requnrements f-rom retan!ers. For most

-

~ Afrlcans «plecegoods (cloth) and cheap clothlng, which
' they cannot produce themselves, form by far the most
~ important part qutheir.purchases; the next most important
;\“#/.> arenstap]e'foodstuffs such as maize?meal rice, beans, . sugar
.- ‘and salt. These staple foodstuffs are more heaV|]y consumed
. in towns, but are-also consumed in most'rural areas to supple~

o
ment the Iocal produce,

Other maJor |tems“3§ African consumptlon whuch are stocked

"in almost all small shops are-cagarettes, soap, kerosene,

=

ztea, tinned milk, various types of copking oi]s,_matCHes,'var-

ious patent medicines, razor blades, aluminium and enamelware,

frequently biscuits, and cotton thread. ¥
re
1 This appendix is based on information contained in .M.C.G.

Hawkins, Wholesale and Retall Trade in Tangainka, A Study-
of Distribution in East Africa (Frederick A. Praeger,

T e 1965), pp. 12-19.  The similarity of stages of development
in Kenya and Tanzania justify the use of Tanzanian
;consumptlon pattern as a proxy for Kenyan consumptlon—df\\
patterns.

)
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“In the towns and” tradlng centres where thefrg |s snzable
Y-

populatlon recexvx

@ regular cash income, there is a demand

for ' a varlety of fof
. = AT
varletres of peas and~beans potatoes onions, various veg-

whlch lnclude‘yheat flour, many

B

etable also, coffee and tinned baby fdod. .

., ltems which are brought on]y occasnonally but for whlc

there |s a relatlvely ‘targe demand are shoes hoes blcycles

%

and spare Earts, corrﬁgated ron sheets sewnng'mach?nes

radios, cheap crockery and cut]ery, padlecks, hurrncané—
»’" . i

lamps, watches, and radio batterxes. ‘These are normally

only found |n shops in towns or trading centres..

. The Asnan population is hlgh]y urbanlsed and has to

buy almost a]l |ts_requnrements from shops in towns or

tradlng centres., The range of baS|c foodstuffs bought

does not differ greatly rom that bought by the Afrlcan pop—

'ulat|on.' The main dlffexences are no mdize flour .and more e

T

‘wheat flour, ghee;,-onions, potatoes'and other vegetables,

-

l;so?tes, butter and milk. Much of the clothlng and materlals

. . Ty
used by the Asian community are imported from India.

The pattern of consumption by the European community
is practically the same as in Europ€, fhe Europeans together
with the weaithier section of the Asian ‘community orovjde the
main market for consumer durables. However, possibly the |

most fapidly expanding market is among- the wealthier Afrlgaqi.

)

3
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APPENDIX E )
.. SUMMARYOF “F FANC | AL ACCOUNTS 196571566 '
(A)“P}ofit and Loss Account .. K&t . UK Eoe .
Gross Trading Profit A ' I_W '~2?2a8é7i ' N o
Staff Costs., 'M¢; . 38,894 % S ' )
. . A == .
e . Admlnnstration and e s
o JFinancial Expenses R Jl21,822, . -
. 4"’ : Sl ’ T - ) )
160,716
N _Nsthréang Prpflt g - o ' ,4‘_,.62’L2],
. +- Non-Trading ‘Income - 15,253 '
: - Net Profit'Before.Tax S “_’-f L 77,274
* - . .\g N . - : . .
S (B) Balance Sheet ST KE K &
'Share Capltal ) ;-LQ,QOd‘Fixed Assets 6,898 .
"“fl °Unappropr|ated Profit 38,624 .qubsidiary
. : ompany -
Unsécured Loan 4,607 Trade = Sy
e »~ lnvestment 10,000
Curreﬂt‘Liabilities 1,436,361 Cur}ent 1,472,694
: , : Assets
o Total Liabilities 1 489 592 Total . 1,489,592
) . Assets
- ~
Source:~Audi£ed accounts of the KNTC. .
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‘:Unapprdprfated Profit

Unsecured Loan

T

A

ey v

(A) Profit.and Los

s "AlCount .

' :Gro§s Trading Profit

Staff Costs

Administrative and
Financial Expensess

LN

Dot o e e

-~k e T

N

P
. Net Trading Profit

Non~Trading Income

Net Profit Beforé Tax

- (B). Balance .Sheet

Share'Capital_ ' “;

T

&

“Current Liabilities

Total Liabilities

-

P

1,319,25)- Total

233 N
| TABLE E,"2 - R
AL ACCOUNTS 196671967 |

Kb Ke -
Ty 0 . . 111,385
69,282 . L T = o
T T
31,056 oo o

& -

. 90,338‘ . - . - '_»‘ —

K& Kt

10,000 Flixed Assets 25,209 . _~.

" 57,657 Subsididry = .-- e
’ Company. - _

7 - 2,357° Trade Invest- lb,OOO..
ment

1,249,237 current Assets
1,284,042

1,319,251
Assets . i

““Source: Audi ted accounts of ‘the KNTC.

~A
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:jGross Tradlng Profnt
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. SUMMARY. OF :'

w
o
N
o
[o0]
0]

Staff Costs. ‘ - .'T;87,86T o ”.:l"‘“ﬁ:
Admjnf%trative and. . e
Financial Expenses< ., . - _266,085 .

PR 8

R R T 353,946 :
Net Iréﬁingf?rof};.(L&§s) P e 2T ©o(11,858)
Non-Trading Income © 11,395 i

:NetvProfit (toss)gBefore Taxation : T (463)

e

(8) BéTance'isbget T K E KR

~‘~ShafelCapitaj C . - ) ro;ooo Ff§éd‘As$ef§\ 39,020
' anappropriatedAProfit i?,_,BB,AZL Subsjdiafy - 5,650,

Company #

Unsecured Loan = - -
. . . 5
r Sl Cmewat MENt

k-\
?

. Burrent Liabilities 1,305,879 Cuprent  '17338,612

Assets

Total Liabilities

~

~ Assets

v

Source: Audited accounts. of the KNTC.

Lor o

14,072 Jrade Invest- £30,090

1,513,372 Total - ‘1,413;3724

v
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) B . ~ e W :
NAME - “; . s Y "
" LOCATION. T -
. . v /” ) . Lo
DATE . e T o : 4,'-1’\, - .
w T Y
1. Which of the fol]owung KNTC dnstrlbuted goods do you ' T
 trade in?. - N oo
- o ' ’ ' . ..0' . N . B . . ’ ) :
a) _Sugar : ’ R U
b) "Cotton- segd OIIs ’ B . : © e
c) Séap-
d) 0il
& 4. . .
. 2. Are ‘there anyfﬁiher KNTC dlstrlbuted goods-that you
© tfrade in? . . )
3. Which one of the above is the most lmportant part of
~ . - your business? - o
'~ I . . ' . . . . -
L

'ﬂ_What other goods do yau trade in thatware not dIStFlbUtedm

through the KNTC? === -

- . . B
5

“What proportlon of your busnness is with KNTC dnstrlbuted
goods? .
‘6, How many. manufacturers do you supply? .
. &
7. How m&ny wholesalers?
8. . How many retailers? }
9. ‘How many government insitutions? ) , —
' . , a .
\‘,‘7 f i



'?3 Do you ever sell aqyg@;

a) What sxlmulat”

i)
i) -
b) Would you.pféaée tell me how YOou:OFder. ...eeueueess? ‘
, s . yo R
c) How is.it delivered to you? O . k N
. . ' < . . . ‘~ . e
- .: . . ) ’ R
d) Do you store it?- All of %it? o
Approximately how many weeks storage do you have. at
present’ faf ..
e) Do you sell;.;...;..in the same_units that you buy>it in?
) A 4 * -

LR
ceressoretail?

~ 1

<
:

g) How is ..{....,....transported ftom you to your customers?

v

. *
~

h), Do Vbu think the-retail price of ..... .has increased,
decreased, or stayed the same over. the last- three years?

-

i) Are there any problems in the distribution of e TN
' that we have not dxcussed? ~ .
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o P e :
104 What ‘sort of technlque do you use, to lncrease sa]es7
| ) Advertisi - Ty T
i . L =
ii) -Price cutg%\g .
iii)..Misiting g Af\fg??,{— : .- o o~ -
iv) ‘Brochures, raniphlets T e PR
. v) Showrogm - T e
Vv lerng credit

. -

11. Has financing your business heen almajor»pfobiem?¥

ok . =
. .
. v N
.

Y ’ e

12.. Have you ever had a Ioan~or been granted crednt from:

R
-

i) teoc . Lo
. Qi) KNTC - L T ~ -
iii) Trade. ﬁevelopment Jonnt Loan Boards

-

A

13. Have you evgiﬁhad a loan, or credlt from any of your
o customers? g o . .

.-

14, Have you ever taken. any busihess courses?

2
-

S0 : . . ’ . . oo -

15. - In what year. did ;ou‘¥frst stagt in business?

What kind of business was_it? °

Ty
16. When did you first start this business?

" - How? ) . . *y
‘ #

—

17. What other business do you currently run?

’

3
.

7 ]8{ Are you sole owner or do you have any partners? —

e

¥

19. Are there any improvements you would like to see the
KNTC,make?
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_ APPENDIX G .
HIGH‘TNCOME"NDEX'OF COST OF LIVING
ltem . T ST March ) JUnQr‘ Sept. . Dec
e T N A Shillings
' John Halg Whlskey ‘ v a
(with duty increase) per bot. 44\06 - L, 06 44 03 L oL . -
: per bottle 1968 e T
nooon 1969 4. 04 4116 46300 H6.00
. i ) 1" ]970 Ll-6. . v
Soap . 1 bar . 1966 .].60 1263 1.92 *.92°
© . l'bar . ]967 'é= 2.39 . 2.05 .2.28 . 2.L6
S Yobar- 1968 - 2,45 - 2,31 2.21°. 2.18 .
1 bar . 1969 U201k 2.21 .2, 16.-.2 06
Y 1bar 1970 - *2.06.. ‘v -
Blankets ‘each™ ™ ° 1966 8475 . 8h.75 79.50' 80.00
: LS. 1967 80.00 84.75 84.75 84.75
n . 1968 85.00, 85,00 84,75 85.00
a -~ 1969 ,85.00 ° B86.25 86.25 B86.25
- i 1970 86.25 : ,
Matéhes  each -1967 = . 2.70- 2,70 2,69 2,66
S 1968 2,78 2.80° 3.00 3.00
A M 1969 3.00 " .3.00 3.00 - 3.00
' nooo- . 1970 ~3.00
.Razor Blades Packet 1967 - .3.83 - :.3.83 " 3.80 - k.00
5 - o cooL . ' B A
. wo 1968 . 4,00 4.00  4.00 4,007 " -
Lo 1969 k,00 4,00 4.000 4,00 ..
oo C19EEE - 4.00 o
- - ‘ AUGUST 1939 = 100 e
. ‘Foqd, Drink ‘and 1966 354.9 355.4 355.3 354.9
. &Tobacco 1967 357.8 ., " 367.6 '+ -373.7 371.0
1968 . 371.2 ' 377.4  377.8 378.2 .
1969 379.1 386.9 389.2 391.9
‘ 1970 396.0 B
Average Weighted ’ , - ) C
. Index of All Groups 1966 340.5 342.2 343,.6  344.7
1967 . 346.4 .351.1 355.4 354,9
1968 357.8 360.0 361.0 361.6
1969  361.9 365.5  367.0 371.8
o 1970 -+ 384.7 ‘

5_/;\

Source Orlglnal data provided by the Ministry of Economic -

“~Planning and Development.
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- MIDDLE INCOME INDEX OF COST.OF LIVING,
R Y- N
‘{ tem L '{Y.@ar - ‘March June Sept © Dec
Kimbo per 1 To. 8BENT 250 2,50 _7.50 . 2.507 |
" '2.50 ° 2.50 F2:50 7.8l
LN O 2 6. .

Ghee. per 1 Ib. . 2. 2.50 2,50 2,40 T
per 1 kg. from - S el
June 1969 2,40 5,30- +5.30 . 5.30 -7

L " 1970 5.40 oo
salad 0il bottle. 1968< 2300 3.00 3.00 '3.00°
S4uT 1969, . 3,00 - 3.00 3.00  3.00
i ].970 ‘- 3-;25 ) . - . o -
Salt (finé) per 1 1966  0.25 0.25 0.25 0.25
1b. " 1967 0.25 0.25 0.25 0.25
" 1968 0.25 8.25 £.25 3 0. 30
‘Per 1 kg. from # 1969 0:30 0.76 0.75 kLo.72
_May 1970 0.7% b
ShiTts Shikibé ea.1965  25.00 "25.00 “25.00 25.00
: n %1966  25.00 25.00 25.00 . 25.00
L " 1967  .25.00 25,00 - 25.00 32.50
L n. 1968 - 32.50 ' 32,50 .32:50. 32.50
W w1969, 32,50 31.00 32.50 .29.00
n . " ]970 29.00 . . .
'Blankets each - 1966?J«»28 33 30.00 30.00 30.00
W -.1967  30.00 -30.00 30.00 30.00
L 1968  30.00v 30.00 32.50 32.50
" 1969 ~ 32.50 32.50 31.63 32.50
oo 1970 32.50 -y

Lifebuoy Soap 1966 0.80 0.80 0.85 0.85

1 Cake - 1967 0.87 - -0.85 0.88 0.93

BT 1968 0.95 0.95. 0.90 0.90.

L 1969 0.95 .95 0.93 0.93
L 1970°  0.33
n .

Ra]elgh Blcycles : '

each 1968  435.00 435,00 435,00 435,00
i 1969  435.00 435.00 435.00 435,00

1970  435.00 A —_——
~ -
@.



4’ LY
of "MIDDLE . INCQME- .COST _QF LIV‘TNG INDEX ¥ i
I NDEX ) Yo _ March June . Sept. Dec
o o AN Gy, io6k = T00- - :
Ti'%food Index .0 1965 101.1 105.1 . 106.1- 107.9
, . : S . 1966, 112,5  "113.2  112.5° 112.0
1967 1132 '116.5  1]5.2 T115.8
1968. 11578 1150 1148 ~115.4
1969° 113.8 115.9...115.6.. 117.1
) _ 1970 118.7 _ . . “
Furniture’ and Uten5|]s .. W . ',,.‘- e
- ¢ Index 1965 --100.0 100.0  100.2 - 100.4
. 1966 $03.0 109.1° F09.3 '109.2
“ ® 1967 109:2" " 107.7 101.1 103.5
1968 103.7 107.3 107.8 107.8
1969 108.9 109.7 °109.9 107.3
_ ., - 1970 107.3 * - o
g Average Weighted fndex . _ o : L
> of All Groups’ X 1965 101.7 - 103.9 101.7 102.4
o= : 1966 © "104.8 .106.2 106.8 .106.7
- * . ' 1967 107.1 109.6 -108.6 109.6
. 1968 109.8 . 110.0 11t.1 110.4
1969 109.9 .110.,9- 111,0 111.6
1970 © 112.6 : W
SR
Source: Original data provided by the, Mlnlstry of- Economlc"
T Plannlng and Development--¥ .
At ‘ - -
. ]
e
..\/j
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WAGE EARNERS INDEX OF COST oF LIVING Lo
ltem ‘ i : March June Sept Dec
) e ) “Shitl mg§',' T
Salt (per 1 Ib. 70,200 :0:200%- 0:20 VT 0.20
S - 0.20 0. zo . 0.200  0.20 °
w0 0.20 0.20 _ 0.20 0.20
per 1 kg; 0.4 *0.50 = 0.50 0.50
B e.70 . .o L
khaki Drill shlrt each 1965 10.15  9.99.. 9.37. 9.56
+1966 10.0k  9.70  9.30 10.06 -
oL ‘ﬂﬁu - ¥967...10.40 10.70° 10.39 _10.10
SRRy m;;_..,a=1968$‘ 9.77 _10.05. 10:52 "A11L.01
. oot T 1969 11,23 710.35 10.43 10.58°
] . . " 7970 ‘IDO_,_,S_E A
Whiteshirt' each 1965 12.50 12.50 12.50 12.50,
N " 1966 9.65 10.k0 10.81 11.00
' 0 1967 10.80 + 10.77.  11.31 11.47
o BT f‘&g 1968 11.55 11.69  11.56 11.47
S . n _ 1969 11.67 12.00 12.00 12.00
e . 1970 12.25 - - e B
“ *Jinja Fabrlc each 1yd 1965  3.00 3.03 3.40 3.01 ’
. “ 1966 3.05 . 3.05 .3.00 3.00
mo 1967  3.00 .3:00- 3.00  3.00
‘ . mo TJq68° 3.00°  3.00 - 3.05 . 3.09 -
<. from Feb. T meter 1969 " 3.50 3,50 3.51 . 3.53
s T - 310, 3.52 L
Cotton Blanket each 1966 8.32: 8.99 8.95 9.17
R , '- 1967 * 9.67 ° 8.83. 9.06 8.73-
L Ty 1968 8.4k 862  B8.90 8.93
Ceh » oo 1969 8.97 -¢9.24 9.50 9.85°
R u 1970 ' 9.93
Blue Soap '1 Ib. bar 1966  0.91 0.86 1.26  1.22
. " 1967 1.22 1.2 1.36 " 1.43
L n 1968 . 1.47~ 1.48 1.50  1.50
" © 1969 1.50 1.47 1.50 -1.50
o 1970  1.47 . ,
Matches (swedish) ea. 1967. 0.25  0.25  0.25 0.25
o S BT }928; 0:25 0.25  0.25 0.25
i v 1969 0.25  -0.25 0.25 0.25 .
® 1970 0.25 L "f‘\.
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;¥i “WAGE 'EARNERS [INDEX OF\gOSTJOF EBIVING ~
. B e i v LA 2
. index _ ,f Yg;;T;NgMarch '»Junev_;Sept Dec
o _ - 5;7‘4§; ‘s December 1958’2i¢06'
R < MEClothing: and Foot- LT e ST .
© o wear Index,L7 . 1965 103.4  104.4% 104.7° -103.6
s, . Co ) ‘ 1966-  103.6 - 10417 104.9 104, 4
1967 103.4. 105.1 104.5 ...103.3
1968 - 104.2 ™ 104.6- 103.6 " L1066
1969 107.6 107.1 108.6° .109.7
’ 1970 - 109.8 s i
! SR T
‘ L T 1965+ -110.3- 113.9 112.8 115.1
Average Weighted 1966 .« 11745.. 117.3-. 117.8 '117.8.
- index of all¥, - ~= 1967 118.6 -~ 121.7 120.2 120.1"
-Groups 1968 119.9 1197 120.0 121.0
1969 117.4 120.0 120.3 120.9
7 1970 121.8 + S :
T Househeld Index 1965 93.6  96.8  98.9 106.0
L s .~ 1966  102.6 105.5 .113.5.118.5
. X 1967. 117.3 116.8 " 121.8 121.0
&\." “ N " 11968 120.1 121.5 120.5 122.3
o : 1969 123.3 123.2 125.6 127.6
. 1970, - 126.2 . T
* S - .

"7 sourcé:

T A

vy

Origiﬁal data provided by the Ministry of Economic

Planning and Development

2

3?
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of the KNfC'in Africanising Qholesale tfade and'imports‘f<

and exports and its effect on other aspects o£4market|ng it

L RS
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. A . -t .
A d . e w _?
ETING THE OBJECTIVES OF .
R#él\N’i"SATmN i

Before testing“fhe hypotheses concerning.the role-

d

is worthwhlle to dlscuss b?nefLy the alternatnves that

exusted at the tlme of lndependence for meetlng the gov—'

erment’s Afr|can|sat|on obJectlves.

_alternatives follows:

A

R4 R s
An outline of these

+

Prevent non- Afrlcans from tradlng
1. _Expu]snon of nori- Afr|cans from Kenya,
2. "Make it |Ilega] for non- Afrlcans to engage

in trade; . - N .
o . T

‘3. -Persuade local manufacturers ‘to Afrlcanlse the .

: dlStrIbuthHEQf their products,
T
L, Dlrect government involVement in trade;
(a) producer marketihg cooperatives and/or - -
consumer cooperatives,: -

{
(b) product marketing boards,
(c) system of state trading at import/export
’ and/or wholesale and/or retail levels
of distribution,
(d) system of licences”and quotas,

[

“Allow non-Africans to engage in trade but give posstlve

assistance to Afrlcans. y

I\V PrOV|de trade credtt loans, subsidies, busine
_courses and extension servnces to Afrlcans,

2, Discourage non-Africans;



SN

L

5

N

.

- Kenya thus forc;ng non- Afrlcans to leave Kenya. A major'

-

concentrate &n -only one.

-Given:the importance of the marketing fungtion, it would

. N . » - €. <
U i
.V "WT & ) -
", e *
3. Diregt- government |nvolvement |thrade,
(a) pro r_marketing cooperatives and /or
N i consu'er Soperatives; . P -
(b)) prodsitamerketing boards, o . .
. "(c) enpiofstate trading at |Mport/export

SY
and /for. wholesale and/or retail levels

of .distribution, ‘

(d) - system of 1|cences and’ quotas

. C. Prevent non-Africans firom tradlng and glve posut:ve' : ' /+;

»a55|stance to Afrlcans.
% ’ “
The government has cﬁosegmto pursue s»multaneously
a humber - of alternatlves to meet its’ obJect|ves rather than

17Expulsi6”of non-Afritans from Kenva.. Thxs could

°

have been done by. passxng residence or :mmlgratlon laws

whlch cou]d have made non- Afrlcans 1]Iegal resudents in

advantage of solvnng the prob]em this way yould have been

e

e

that it would have guaranf—gﬁhthe non- Afrlcans no ]onger
engaged in trade However, there‘wﬁuld have been no
guarantee that thIS would have accomplished the real object-"
ive of havnng_al] traoexln the hands of Africans. Even

with the assistance provided by the ggyernment it has. at

_times been difficult to get Africans to replace non-Africans

after thehnon-Africans had received guit notices withdrawing

their trade licences thus preVentihg them from trading.] s
) - b_’-\

] ”Potentjal Traders Criticised", Sundax Nation, May 11, 1969,
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a

o . P .
forthcomlng to malnt '“4nfnrmal standards. f~”ﬁ B R

On occasnon non- Afrlcans have been expelled under

~ Kenyats immigration and res:dence laws after the first I

%

declar|ng them non- resndents.; However, by farwthe largest » /“\

-

-cause of exodus of . non Af[xcan§m(most of whom are ASLans)

-+

has been by the wnthdrawal of trade llcences under the f;

provisions of .the %rade Llcen51ng Act and the refusal to

.grant work petmlts. Most non- Afrxcans who left Kenya after

losung their trade?fezegces d|d $0 in 1968 and early 1969. 2

ST A 2-Making it |llegal for non- Afrlcans to engage in.

- %

trade. Th|s could have been accompllshed by maklng it

illegal for goods to have. been sold to non- Afrlcans unless
- s -

the non Afrlcan was the fln,l consumer; or, by, maklng |t |llegal

for goods to have been pufEﬁ%%ed from non-Africans. :A

- i

. s]Lghtly more-spphlstlcated, and po§5|bly more effective
.variant would have been a law requiring'ell tradetsfto have
béen .in poseeesion of a trade licence. By refusing to §rant

licences to non-Africans the governmen} could effectively

have prevented mon-Africans from trading. A variant of this

)
.

licensing theme would have been to reserve part of trade

”

to African traders'by placing{festfictions on non-Africans
—_— ‘ —~
-2 "No signs of Mass Exodus of Asians, ”ngly Nation, April

2, 1969 and "Another Asian Exodus Un1TkeTy say Embassies,
"East African Standard, June 25, 1969.

-
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~on“the types of<commodities they could have s81d, the °

;. areas where,. sales coulé&ba etbeen made the quantities et e Ay

" of goods that could”haVﬂ; een:sold and - the t|mes when.” - e

xgoods cou]d have been so]d and the Kenyap Government has |

used “licensing to restrict the tradipg act|vat|es -of ,_af,

non-citizen traders. Under'the provisions of*the Trade e /ﬁ\

Llcen5|ng Act ?certaln areas of*Kenya (non- general tradlng )

areas) and certaln types oF goods (specnfled goods) arel; .
‘reserved forgtltuzgn traders. In tHe goods that non- c:t]zens
_are allowed te-trade no special restrlctlons have been
p]aced on. mon- C|t|i¢§s as to-the'quantities that.may be sold

é\,_a' and the hours of bu5|ness other.than they must be sold i

ﬁg\.;‘ . a'éeneraﬁ trading area. . - o | ‘

o ' A.3 Persuadung local manufacturers-to Afr:canlse the

. e .
Jdlstrnbutlon of thelr¥Eroducts. Tt has already been shown“,3_

that there was a relat:vef—-Targe manufacturlng sector in
. Kenya at the. time of Independencéﬁ' lt has also been shownr

’ 'that the channel of distribution employed is a functlon of

the type of commodlty that is being marketed. For some

goods the manufacturer perfer to se]lé;o aiwholesaler;and feave
A distribution té him. For other goods where specific services

are required, such as quality controi and adyertising, the
L ‘manUFacturer may_frnd it more;convénient_to retain possess-

fion'or at'least'control of the product through to the retafTe;\T

or in some cases right through to. the .final consumer,

" . ‘e

3 Republlc of Kenya, "“The Trade Licensing Act, 1967, Kenya
. Gazette (Nairobi: Government Printer, 1967) A
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K'facturers:fa”have'tc*f Bz Erican personnel@to do: the dlstrx—'

posseSS|on or control of therproduct through’ to’ the retailer

-

- r\ﬁe—,-—;" < : . .- * -
o o o . N e 247,

Examples of thls type of commodlty might- -be C|garettes beer,

and" footwear. It wo_» have been. no problem for these manu-'

R

.,ybutron of« these goods. o

Other goods do not - requure the manufacturer to ma|ntaln o
or consumer. 'lnstead lt“ls more efficient to sell to a. ' -

wholesaler who deals |n%that ?Npe of commodlty 'For'eXample

a manufacturer of nalls would noi want 'to go aroUnd to .~
. <.

- every llttle reta|l outlet trylng to sell 2 or 3 lbs. of

nails. Rather, it uld be more effndnent‘to sell.*his nails
to-several hardware wholesalers who would sell to retailers’

on.sub=wholesalers. _If. African hardware wholesalers did

- not exist it would have been difficult. for manufacturers

of na|ls to Africanise theﬁdlstrlbutlon of their product © e

-

1t has already been show: 5¥hat few Afrlcan wholesalers ex-

v,

|sted in the early sixties. It is thbrefore loglcal to

PR,

’ assume that most locally manufactured products whlch were best

\
SU|ted to be dlstrlbuted through wholesalers were in fact

marketed through non-African wholesalers. . N\\\%\

I a manufacturer had been unwilling to Africanise

his marketing channels the responsibility for distribution

could then»have'been taken over by the government or its

-

apponnted agent. Given the alternatlve -of developlng its —_—
own channels or havnng the government take over distribution

through some state tradlng agericy, it is probable that the
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manufacturer would have chosen _the former ~as |t would =

" have ‘al Towed h|m to m ain reater control over"
, 9

B dlstrlbutlon.

) . o
e

eln ‘. This- method of Afrlcanlsatlon however would not

'}, have counteracted some of -the, prob]ems assoc:ated with

| lmperfect competition and foreign owﬁershlp In the'manuFact?h
~uring sectortsuch as h|gh~prof|ts and repatr:etlon of f:unds.l'lL ‘
«Neverthe]ess,,nt weuld haVe hadmthe advantages of forcxng

i

the prlvate sector to Further traan Afrlcans and any "} o
programme that woufd.have resulted in greater tralnlng

for. Africans would ;y§ve been to Kenya's advantage. - In
addltlon any .training that does not requnre the expenditure
of scarce government resources ' is doubly! advantageous. Thls(:
‘s especual]y true of tralnlng in- bu5|ness where the private

. sector |s better equnpped to glve on the JOb tra|n|ng than . =

RIS S e

L. s the publlc sector

- A, 4 Dlrect g;vernment |nvolvement in trade.= Both

o producer marketlng cooperatives and producer marketing
boards cou]d perform all the marketing functlons necessary

for export crops, thus excluding all prlvate intermediaries,

[

ln addltlon, by having a monopsony/monﬁpoly of domestlc
dlstr|but|on they could effect Africanisation of domestlc

: dlstrlbutnon by sellnng to Afrlcan wholesalens. The actual
& -
role that producer cooperatxves and producer marketing boargs,\\
: -\/,’ B

.4rdA;w.uSeidman, Comparative Development Strategies In East
Africa (NairobT: East African Publishing House, 1971).
Ch.1T1 . e




v o5 play in dlstrlbutlon |n Kenya has aﬂready beenydlscussed o
. in Chapter I[ . ' -
‘ Anothenﬂpossnbl / ig‘f:government nanlvement

- domestic marketlng mlght have been the antroductuon of

»
consumer cooperatlves as was tried in both Gunnea and Tanzanla..
-8 » FO

The prnnC|ple is that cooperatxve consumer retg;l unlts ‘ N\

“would be set up throughout ¢he country whlch would then

.8 a

< be supplled‘by cooperatlvenwho]esalers. Consumers cooperatives.

PN o
—
.“

c e -‘ -
A were not a suecessﬁln either Guinéa or Tanzania.?

A final form ‘of direct government lnvolvement in

v

trade mlght have be?n’the creation of a state tradlng corp-
. oratlon which would have been granted monopsonlstlc/monopol|st|c
N .- rights in some:or all’ commodltles produced and traded in

Kenya. This tradlng corporatlon'cou]d have‘acted as the initial E

‘purchaser. by lmportlngeor purchas;ng from producers and’

o .-,

- manufacturers.‘ The state ?ﬁéﬁlng corporation could have
efﬁected Afrlcanlsatlon by selllng to Afrlcan wholesalers
= orfby performlng many of the who]esallng‘functlons itself

and selling to sub-wholesalers and retailers or it could

- ) *
&

. e - &
5 For more reading on consumer cooperatives.in Tanzania
" see E.J. Berg, 'Socialist Ideology and Marketing Policy
in Afrlca " in Moyer and Hollander (eds) Markets and
. Marketing in Developing Economics, (Richard D. [rwin,
z o 1968), pp. 30-35; United Republlc of Tanzanla, "Report
~ of -the Presidential Special- Committee of Enquiry into .
Cooperative Movement and Marketing Bd‘rds " (Dar es N
- Sa]aam,_]966), H.C.G. Hawkins, Wholesale—and Retail Trade - +—-
iA Tanzania, A Study of Distribution In East Africa,’ -
(Frederick A. Praeger, T965) pp. 154-158
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have gone the whole way and so]d d|rectly to the,FunaI“

" Rave set ip dlfferent channe]s for’ dufferent commod»tles.
“‘Certain commodijties could have been Jmported by the state

. . g o e N
trading corporation and sold to who]esa]ers whereas others

could have been lmported and.@o]d through the state
" tradlng corporatlon*s own retall outlets ~v|n addltlon, the~

B Y

quantity of senylgesqsqch as transpértatlon,—éelling Qn

credit and storing provided by the state trading could have

. ) i B
varied from commodityfﬁb commodity.,. Yet another altefrnative -

might have been .a state trading corporation which would have
. . * L O

provided rio marketing.services at all but rather would nav%
'acted simply as a licensing body;'granting trade and import
llcences to. Afrtcans and refu5|ng to grant trade and
'1mport llcences to non- Afrlcansi
4 dlsc655ed m|ght have been to have g|ven Afrlcans an ‘absolute
advantage by preventing non-Afrlcans from engaging in trade.
. The secend approaqh, to bé discussed now, could have been
" to allow'honeA?rigans to continue tradihg but attempted
to give Africans special advantages so that they could have’

Hcompeted with the well established non-African 6n a more
equal basis. i

. \/ﬂ v .
B.T" Provndlng ‘trade credlt ;1oans, sub5|d|es business

courses and extension services to Afrlcans. The fingl

—
RS



.:reasbns were dlscussed |nclud|ng lack of capltal educatloni
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section ‘of chapter Ill nnvolved a dnscussﬂon of why“non-'

Africans had ‘Come to

i ate trade and why Afrlcans had
problems ih becomung,fi_ ‘wsfur -wholesalers. wA number .of :
and experience and the inability to delegate authority.

Probably, most of these deficienciesdcould'have Beeﬁ.ﬁade: —

- up by well concenved programmes of credit and loans; . busrness

2

%‘—'
educatlon courses and suBsndlsed rentals Regrettably,-'

O Y

this would SPI]I have Teft a major- barrler in the form .

‘of lack of experlence. In agriculture, extension sefvices

-

have «been prOV|ded’;9 assist both established farmers and

new: Afrlcans farmers. ldeally, and equ1valent extensnon

f,seuv1ce~shou]d'have_been.set up fpr marketlng. Unfortunate]y
. C . .
" - the pool of existing skills and ekperience'is in-the community

- of non- Afrlcan traders and 4t is. dlfflcult to see any way

of transferrlng these skn{iﬁ;from the one communlty o the

— '

other.' . , .

:z “B. 2 Dlscouragung non-Africans. It is hard teo imagine.

how one wou]d have devised a system thatgwould have dis-

.couraged(non-Afrlcans which would have at the same time - -,

provided Africans with a special advaﬁ?age. One possible
method would have been a system of discriminatory taxes.

If successful this would have resulted in a tfowering of the

-

'profit level‘of,non-Africans,'anﬁ in addition, if these —

T . ~——
taxes had been high it might have also put some nori-Africans
out of husiness thus opening up'new oeportunities for

Africans. If this tax had been in the form of sales tax

2
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L or |ncome tax |t would probably have been dlfflcult to o

- -t

e admlnxster,_and o have been successful, woul have requred

large amountswof resounc"Sv_ “the collectuon process whlch

-

to some extent would“h % ‘n'self defeatxng

HoWever,'lf the’ tax had been’ in theg form®of discrim-

.lnatory pricés for tradnng Incences, i.e. hyrglmp]Yf.;,_QL, S

charging non-Africans a higher price for the prdvelege‘of
-+ ey

conductlng busnness'ln Kenya than Afrlcans thfsrwouid have'

been easy to admlnlster as the machrnery for selllng Ilcences
a]ready exusted Ft WOuld a]so have had the advantages of
reducnng profles of non- Afrlcans and putting some non-
Afrncans out of busﬁﬁgss thus openlng up opportunltles for

°

ﬁ\,/ Afrlcans. It would also have been a source of revenue

I from thCh the other programmes de5|gned to a55|st

Afrlcan traders could have been flnanced- B

B.3.Direct" governmen "nvolvemeht in-trade. 'In‘; R

——

- {h” essenceﬂ th|s alternatlveiﬁ-qﬁd -have been essentlally the
same -as the alternatlve A.L. PossiBle dlfferences would

v be- that |nstead of being granted, monopoly/monopsony’
powers, the producer cooperatives, producer marketrng
boards andlother statertradlng organisgtions wouldﬂhave had'g
todhaVe competed~with the prerexistjng intermediaries for

7 sources*ofwsupply Africanisation could then have been acc-
® ompllshed by selllng the product to Afrlcan traders These
: organlsatnons could-either have performed market«ng functlons

a]ong,commerCIa]jl}nes or else they could have acted as.

“agents: of the government if the latter had wished fo subsidise.

B
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African traders.. - . - - -

' Alternatlvely, tﬁg;%:\3Vernment agencues cou]d have P

J—'z,
nopoly posntlon Then they

been granted a monopsonylﬁ

<.

r'could have sold some glven percentage of the. commodlty to
Africans and the remainder to non Afrlcans.‘ This would;__i_
have at least guaranteed Afrlcans a source of sdpply X

,However, spec1al.advantag@$ coukéahave been glven to ‘:—:

« -k .

African traders more and u51ng the proceeds to prov:de ,:‘

.serV|ces to Afﬁlcans traders such ‘as exten5|on serV|ces

L

'/ credit or reduced prices. s
. Ihe third apprgﬁzh that the’ governmenb mlght have
Sy “L—/‘followed would have been to prevent non- Afrlcans from
ikk." S tradlng and to have glven pos:tlve ass:stance to Afrlcan‘y

traders. . This approach is- ln fact a combrnatlon of the

flrst two approaches ‘and the alternatlves arg. therefore

'also very S|milar.
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MARKE T NG. SERVICEI'_.- ROWHDED BY THE KNTC -

"As ment}oned earlier, the poWer of the KNTC to Africanise
distribution of those commodities cbnfined to it stems from_

ItS being a monopsonist of imports and domest|c productvon

ey

.of the commodlty. :As aiso mentI@aed earlier, -the KNTC..:

attempts Afrrcanrsatlon by elther tradlng on |ts own | ~
account and seﬂllng Hut of its warehouses to its appoxnted .
} sub-distributors; by purchas:ng on an |ndent ba5|s on
'behalf of appointed Eﬁf b-distributirs; or by approvung
. “k-—’elther a]] or some of the sub dlstrlbutors to purchase
t\k-" “ dlrect]y.from domestic manufacturers or overseas suppllers.
) ThewserV|ces performed by the KNTC and by.|ts appounted
sub distributors. in.these three -alternative methods of “ -t

o

Afrlcanlsatlon w:l] now be ': Eed at in more detail.

q
e A

, -'TRAMN(;“ ON -THE KNTC ACCOUNT .- -
) -ln/this first approach the KNTC be; commodities
directly.from oVerseas suppliers or from domestic manufacturers
" and stores the d?mmodity in _some or in 811 of the KNTC ware-
houses situated in the major cities and towns. The .
- _ ’commodity is rhen ourchased by KNTC appointed African sub-
dnstrxbutors from, the KNTC warehouses who in turn sell to —
retallers, sub- wholesalers or to final consumers. The

services provided by or through the KNTC include credit,
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=, storage, transport, securong a source of supply, orderlng, .

bu]k breaklng, and prlce @é Commodities Africanised

us-ing this approach |nclu\j,”y?ar, salt, edible-pils and. .
. ghees (before poTicy change) |mported matches razor -
" blades, certaln ‘textiles (before po]ncy change) and cement
The dlstrlbutlon of these commodities will now be dtscussed
in"some detail in order to. 1nd1cate the serv;ces prov1ded

$....
by the KNTC and—rts apposnted Sub- dnstr|butors.

N : : . .. .
& & . . “ . -
« . Q.
Sugar : .

} ‘In 1967, 62 percent of the sugar congumed in Kenya was,
~ Kenyan produced .27 pef&:nt was transferred into Kenya from

L “k«Uganda and Tanzan:a and the rema:nlng 11 percent was

ﬁ\&-,h “ rmported from the rest of the world.y The KNTC does

not order sugar from manufacturersrbut throUQh the anistry

- of Commerce and Industry. Sugar shlpments are..then ralled

-

"directly from the manufacturer to the relevant KNTC warehouse

The manufacturer obtains payment from “the Mlnustry at the
-t
end of the month in which the sale was madel However, the

1 East Afrlcan Community, Annual Trade Report of Tanzania, .-
Uganda and Kenya, 1967 (Mombasa: East African Customs
and Excise Department, 1968), tables |, I1] and V and’
Republic of Kenya, Development Plan, 1970-74 (Nairobi :
Government Printer, 1970), p.307.

° . oo :
2 The KNTC includes products of Uganda and Tanzania under

the rubric of local products. The reason -that they
are considered local products rather than imported
is that Tanzania, Uganda and Kenya belong to an economic
union, the East African Common Market. With the

_ exception of a few manufactured goods which have a de
facto internal tariff called a transfer tax there are
no internal barriers to trade within this common market.
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','«-to two months sugar sales ;3

‘ end of the flrst‘monthr-_

.,second month, “and- the’ f:;xﬁf‘t;the end of thewsecond

e " - B PRIV 256

) o /,(‘-'—»{

ENIC pays ‘the Mlnlstry at the rate Qf one thlrg at the -

third in the m|dd]e of the

-month ‘The® credlt facnlltles supplied by the Mlnvstry

provude working cap;ta] for the KNTC on a revolvnng =
‘basis to the extent of apprOX|mately 98 m|11|on sthPlngs N

3‘ - ' - DI

“i.e., one month's sugar sales
Fourteen oFf - the seventeen warehouses that are used.

for sugar storage are supplied by’rall . The' KNTC is responsnble

for supplying the remalnlng three warehouses by road which

is done commercnall;,under contract sunce the KNTC owns

.~-no trucks. The responsnbllllty for the delivery of sugar

from .the-KNTC's warehouses to all the sub-dlstrlbutor's

“:p]aces of storage rests with the sUb-distributors;

lnl1966 the KNTC ma:n%alned sugar stocks ‘equivalent

v

v month as stock for commercla]

.requ:rements and one month for stratgglc purposes at ‘the
L
request of the gove rnment. By 1969, thi riumber of days

sa]es of sugar that the KNTC had to store for strategic

purposes had been ‘reduced to ten.’ o B

-~

3 Based upon irnformation supplled by Mr. Odary, CommerC|al‘
Executlve, Produce /Provisions.

© L This reqU|rement was made at the_ request of the Ministry
of Commerce and Industry to.'prevent shortages in the
‘ event of floodlng or some other break Tn sugar supplies. w«*\\

s

5 information supplied by Mr,. Odary.. -

‘\v hd . 4
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"Q,ﬂ1965 and November 1965 e

e

the KNTC sold all suga‘- Hoi ash ' Many sub= dlstrlbutors were

" _n.‘g'

‘t'unable to purchase sugaf because of lack of . maney, therefore

. at the request of the government the- KNTC commenced selllng
sugar to sub-distributors on, credlt-ln November "}965. Between

) -

November 1965 and September 1969 almost all sugar so]d by

the KNTC to |ts apponnted sub dlstrlbutorsawas sold on
6

"s

-

credlt However |n”September 1969 the KNTC had to reverse

y o 'thIS pollcy because of the accrual of substantlal bad debts.
- An exerpt from the - EagﬁfAfrlcan Standard summarlsestthe

Qi——prob]em S :

< ; .
i\&~ AN “The Kenya Nat|ona1 Tradlng Corporatlon had run into
: ‘difficulties because traders had failed to pay back
loans granted for sugar, the Minister of* Commerce and
Industry, Mr. Osogo, said 'ifi Nairobi yesterday :

" Some E 800,000.was stild outstanding.. v “_:,

V“t'; “As a result the -TreasugEfad refused to g|ve further
. advances to traders.until theé money was ‘repaid. The 7
KNTC for its part had stopped grantJngsloans to traders
./-7' .All sugar ]eaves the KNTC warehouse | un ‘the same 400
kg. bag that it arrives in, However, the KNTC does perform
the functlon of breaklng bulk as it buys |n,ra|]road car lots .

(hundreds of bagsz apd sells them in tru€k loads (50-65 bags).

» - 6 Information supplied by Mr. Odary. .

~
& -

,7>’East Afchan'Standard,VFebruary 10, 19707 . L —



" 2" .wére not guestioned on all commsdltnes handled For this"

e e

a Ewhqlst sugar’ stocks are being he]d by the KNTC because

' sugar—from:the KNTC warehouse to their place of storage.

Lt : .
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The KNTC faces few rlsks in sugar d|§tr|but10n apart

from the prevnously mentl_

{ rlsk of credlt default

There is no ‘économic rlsk T dverse prlce movement

’all sugar prices are fixed by Act, i.e., the 'price that’

the KNTC purchases sugar- from the Mlnist?y of COmméreé R

g

and- Industry and the prlce at’ whlch |t can sell sugar ¢q§ -+

Jts app0|nted ‘subs dlstrlbutons ‘are both flxed by law. 8
ATl other physical risks such as ?lrea:theft,_and water'v‘;AL‘r'
b . -« - L.

damage can be insured against.

The following lnzﬂgmatlon on 'the marKeting services
7
performed by produce and provisions sub- dlstr|butors was- ob-

N
4 tained ,from-the survey of twenty Nalrobl produce and provns;ons e

‘sub- distributors ‘described in Chapter I. :Although twenty

produce and provnsnons sub~ dnst?nbutors were |nterV|ewed they s

L e,

'reason, only fourteen of “the twenty sub dlstrxbutors were
.questipned about sugar dlstrlbutnon. o -
‘ s -
Sub-dlstr1butors are responsible for transporting

" Ten sub-distributors coliected.sugar in their own trucks.
The remaining.four had sugar delivered to them in hired

 trucks. *OnJy one of'the fourteen‘never delivered to customers.

8 Republlc of Kenya "The Price Control (Sugar) Order, 1962 0
-and: ‘The Price Control (Sugar) (Amendment) OFders of 1966, o
1967, 1968, and 1969." Kenya Gazette (Na|rob|:_Government .

Prlnter)

= . -
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The other thxrteen deI:vered some,- or aT] of’ thelr’sugar :
1str|butors had storage

"a

”Jttéd that they: dnd not put R

-sales. Eaph of the fourteep.§

faculutues.' However tw';”.
i “in store all the sugar that they bought but delivered:
about half directly to other wholesalers and retallers.i‘

If the size of an order warranted it .these two sub~d|stributors
. -

would dellver to’ customers dlrectlyufrom the KNTC warehouse

Jrather than out of thelr own p1ace of storage oL
An average“of fivé-days' sales were kept on hand but '
the average would have been much lower had it not been for

three sub dlstrlbutorslﬁﬁb sold 150 ‘bags per month and who

“\_QD1V purcﬁesed three times’ per month. It was'not at. all .-;‘

o

surprus:ng to dlscover that sub dlStFlbUtOFS chose not to

ho]d large stocks of sugar whlch would requlre capltal for

«Jirboth Stock ‘and storage faC|]|t|es as it s convenient to ~' R

;buy from the KNTC warehouse. °TE” KNTC by storing’ sugar

and by Selllng ‘sugar on credit greatlv‘Feduced the capital

N .
reqU|rements of sugar distributors. ‘

'Eleven'of the sub-distributors broke bulg only to the

extent ofibuying in lots of 50-65 100 kg.’bagg'and selling

in smaller lots of 100 kg. bags. The remaining, three went.

’-further se]llng approx:mately 30 percent ‘of the sugar they

o

"handled in' 1 and 2 kg ~paper bags. However, not one of these

three sub dlstr|butors purcahsed more than 15Q bags of _sugar

per month..
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S A

Granting credit to sub- wholesalers and. retallers appeared

to be “the exception rather thh the rule. . Six of the

fourteen admitted that they ne' "”ranted credlt and most

of the=rema|n|ng sub- dlstrlbutors gave credlt sparlnly.~

s .

AVegetable 0il and Ghee

i

W|th the exceptlon of a Ilttle vegetable ghee, a]]

vegetable oil and ghee consumed ln“Kenga is produced

‘a L

East Afr:ca.9 The marketlng senéiées provnded by the KNTC

n oil and ghee dlstrjbutibn were essentlally S|m1]ar

g}

oil requlrements were estlmﬁfed by the KNTC which then placed

thedorder wuth the reflners in Uganda and Tanzania. The

omdered product was then railed to the 14 warehouses by the

reflners. The major dlfference between ox] marketlng and
s

‘:sugar market|ng was that whereas sugar was.sold to, sub-

dlstrlbutors on credit all oil 6% ﬁB distributors were

1

-on a cash besjs. In addition, except foraperiods of scarcity

o Fs ~
there was no restriction on the amount of vegetgble oil and

ghee that individual KNTC sub-distributors could handle
. . . te

>

as was the case with sugar.
-~

The marketing functions performed by sub-distributors

12 511 and

v

of oi] were essentially the same as for sugar.

» -

10
Y to those prOV|ded with sugar distribution. First, nationa]

9 East Afrlcan Community, Annual Trade Report of Tanzania,

Uganda and Kenya, 1965-69 (Mombasa: East Afrlqan Customs

and Excise Department) Tables I, 11{ and V.

10 This section describes the marketing system before the change

in the marketing system in early 1970,

11  Information is supplied by Mr. Odary,.

12 Survey of 20 Nairobi KNTC app0|nted produce /provisions sub-

‘distributors. -

»




:lighee transportatnon from the KNTC warehousé te. the Sub-~ d|st—r

'rlbutor's place of storage

"~ one area: where servnces provudedad|ffered was storage.
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P

as the reponsnblllty of*the sub-

; i

w
%5.

dlstrlbutor.

Breaklng bulk. in terms of buylng in large lots and

"selllng |n smaller lots was another functnon performed

by" all subfdnstrlbutors. Not one of the 20 sub- dlstrlbutors:7
interviewed sold oil in quantltles of less than P.Zan. :. -
However, they allkadmltted thet they charged d|fferent ‘

priges depending on the number -of cans. sold ~ However, T -

only 50 percent admxtted to selling 011 at retall i.e., to

+

the final consumer. e L
As with sugar, sales of oil were predominatly on a cash
and carry basis.,;However, the'samé sub-distributors who °

sold some sugar on credit also sold some, oil on credit.

- [y

But: again thlS was the exceptloﬁ rather than the rule. . The- :

4

Whereas wnth sugar distribution the amountqstored was equnvalent;

ta’a few da s! sales with oil it amounted to the equivalent
Y 2 q

+

of a few-weeks'.sales.
Other.CommoditieS'Traded on the KNTC Account - %
Kenya's requirements of salt are prdvided by both

local production at Lake Magadi and by imports from the .

“United Klngdom ‘and West Germany. D|str|but|on of«:mported

salt is very 5|m|lar to the dlstrlbutlon of sugar. Natlonal Y
requnrements are est|mated by the KNTC which then places

orders wnth‘manufacturers in the United Kingdom and West
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a

N RN - . . ., - S ~ - s -
Germany. " The manufacturers ship the Salt to” Monbasa, where,

" upon instruction fi '1the maritime forwarders !

: 5 Dopir By
rall the sa]t to T féthSes. ghe marketlng

14

functlons and ‘services: prOV|ded by the KNTC and its

~

sub-dlstrnbutors in the dlstrlbutlon of salt are identical

to those prov;ded in sugar dnstrlbutlon with theuexceptlon

- .. o

that no salt, is sold .on cred|t '$§“ B L.

« i o 2
) Matches are manufacturéd in- East Afrlca and also

imported from Sﬁeden? ‘The KNTC places |ts orders dlrectly

with the Swedish. manufacurers. The manufacturers sh|p

+

the order to Mombasa. fﬁﬂarxtlme Fofwarders in Mombasa,

B

. “gdaupon lnstructlon from the KNTC ‘rail to the various KNTC
&%\." o warehouses. The functions performed by the KNTC are samllar

to ‘those performed with |mported salt i e;, locatlng sources.

of supply, orderlng, arranglng for transport storage:ahd- --_l”

bulk_breaking’ =

I

Very fey' ‘textiles were tradéd-oi the KNTC account in
'early 1970. However, durlng 1968 and ]969\many of the
standard textfle cloths were traded and stored by the KNTC. 13
) When doiné this the KNfC locates sourceswof supply, orders,

transports, stores in warehouses in Nairobi, Kisumu and-

Mombasa, and breaks bulk by buying in large lots and selling
13 Information on textile distribution waS'obtained
from interviews with Mr. Maindu, Commercgial Executive
Jof ‘Textiles, Mr. Murangi, also of the KN C,°the chief

storekeeper of the Nairobi warehouses and interviews
with five Nairobi KNTC textile sub- distributors,
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« .. in smaller lots. : o . y- -

Before July 1968.k

‘ ent dlstrlbutlon in Kenya was done

o

by Dalgety, Baumann, ; en%he, the Kenya»Farmers

’ °Assoc1at|on and the Manufacturers ) After July, it became.‘
*- the responsnb|l|ty of the KNTC.r In 1969 there was a '
gradual increase in the role played by the KNTC At $|rst B

bl

the KNTC utilised the estab]ushed dlstrlbutors*to ensure that

e

. there would be inio: dlslocatqoh o€$;erv1ces However, as *
the number*of app01nted sub- dlstrlbutors |ncreased so did -
the amount of cement being channeled through them. By-
the latter half of ]?29; the prevuous agents were-hendlingr
less -than hO percent and the proportton handled by the KNTC-

~— had lncreased to over 25 percent (Table I). The extent

‘Tto‘which cement distribution had. been_ firmly placed in the

* hands of KNTC sub-diStributoﬁS was, afforded by the December e

e ~1969 data., In Decehber‘appéggimatelynone~th?rd”of all cement

sold in Kenya was being dnstrlbuted hy bhe old agents, -
V v .another third by the.KNTC sub-distributors and the .remaining
.thlrd'dxrect]y by the manufacturers (Table ).
The KNTC stored some of the cement that was traded on .4

its account. Thjs is usually ?n those Cases where subjagents
“had sufficient storage space. In July 1968, cement could - l
* be puréhased from any one of eleven KNTC warehouses. In

line w;th its pollcy of storlng less the KNTC is gradually ..f\\

-reducung the quantlty of cement that is belng stored. 14

of Hardwares.and ffrom- other KNTC personnel,.

«

‘Ih-']nformationsgiii}?ed from Mr. Yaya, Commercial Executuve



: A
- > -~ t ~
o N
“Typetof . January - July to- December  ‘Total
“Distributor - to June . December Co Year :
R ‘ (Percentébes) o “'."“:11"
‘ — ;f .
o1d Agents 54 9 - 3 "33.9 L h7.b
- KNTC 4 }8 .., 6*& : _ 3.0 T 22.9 -
KFA Loy f. ﬂ SR oo ko2
Manufacturers 22 ‘3 : 29.#» g 35.1° 7 .25.9°% o~
00 -0 00.0 ]00;]_

4 Total L] 100.0 - 1€

Source' Deve]oped from Sta suppl|ed by the KNTE. ~
Percentages may not sum to. 100. 0 percent due to roundlng
{&gK':: o . At fprst the KNTC sold.some ‘cement on credlt to. those
o N sub dlstrxbutors w1th‘lCDC loans~or bank guarant;es However
n llne wnth the KNTC's new polﬁcy of not selllng on credlt . .
.;tbsub dlstr1butors ‘now have to pﬁfghase on a cash and carry T

'ba5|s , Government institutions and agencles are exempted

Jfrom thlS ru]e -
' THE KNTC ORDERS GOODS FOR ITS SUB- DtSTRlBUTORS
‘The'second type of marketing procedure used by the .
;KNTC is'purChasing.on behalf of appointedFsubedistributoré.
Sub dlstrlbutors p]ace thelr orders wuth the KNTC which '
- e - }then places it w1th the manufacturer The KNTC pays the
51 IYV}: ) imanufacturer who sends'the goods to the rallway station
i} closest to the sub- dnstrnbutor .The KNTC send’/the release

papers to the sub distributor's banks which will hand over



of supply and guaranteeing payment ‘to the manufacturer -
who might otherwuse be unW|11|ng to sell to unknownsAfrlcand
traders. Comm|55|ons .are pald fo the KNTC elther by the ' .
manufacturer or by fhe sub dlstrlbutor. Examples of L
~ commodltles traded in this way |nclude domestnc sa]t
certa|n Ugandan textiles, and Japanese Khangas. Sub-
distributors‘wishing togplirchase locai:salt‘place'their‘own
;kg;der wfth the KNTC which in'turn'places the order with
. ',‘%\&.;~ Lake Magadl.' The manufacturer then rails the salt to the
| ’ rallway statlon c]osest to the sub dlstrlbutqr s place of

o o .
busnness. The necessary papers are. forwarded to'the sub- o

agent's bank and are released ar r the draft payment has
L : been made,‘ The manufacturer pays the—KNWC s commission
on’ all Salt produced. 15 "

Certaln textlles manufactured in Uganda and confined

to the KNTC' were purchased by textile sub- dlstrlbutors

through the KNTC. ©On receipt of a firm order from a sub- .
distributor the KNTC would place an order with the Ugandan

-

‘svmanufacturer,l This filled order would then either be delivered

to. the railway station closest to the sub-distributor'or would

"be.railed to the KNTC warehouse in Nairobi or Mombasa.

15- information supplied by Mr. Odary.

it
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: Clnitial payment to the "Ugandan manufactiirer was made by :

“the KNTC. The documents n“;“

A

’ dlstr|butor had drafted a cheque to the. KNTC The KNTC-

e e T e 266

a

'goods from the statlon

[

dlstrnbutor's bank and were re]eased only after the sub--

Japanese'kh

received a co 1ssuon of 5 cents _per metre, Imported '
?HEZS were purchased’ln a;yery sumllar manner

i*.e., appointed suB dlstributors p]aced the|r @rders with

the KNTC which theh ordered from the overseas suppllers
Payment was made by the KNTC to the overseas suppller and
the sub-distributdr obtanEd the reledse papers from hls

w_*pk after maklng payment to the KNTC The KNTC recelved

%\k-;" a8 3 percent comm|SS|on on lmported khangas Up to November

1969 ‘the KNTC traded in Japanese Khangas on ltS own account

n
The mark up was approxnmately 10 percent ]6 - :
THE KNTC APPROVES suB- DISTRIBUTUF?'DIRECT PURCHASES FROM ;
SUPPLIERS

q
R

In the final approach the KNTC does not purchase .goods

\
for‘sa]e on its own account nor does ‘it act as an agent and

VA

purchase commodi ties on behalf of its appointed sub-dist-

ributors. Instead, it permits either all of a subset of the.

appointed sub-distributors to purchase directly manufacturers -

or,from overseas suppliers. The only functlon performed by

v

the KNTC is to prevent non- Afrlcans from purchasing dlrect]y
. . At

16 informat[on obtained from Mr. MUindi and from the trading
accounts. of the KNTC. '

?

—

»
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Lfrom either domestic or overseas suppliers 'This is. done

¥

“all |ndents for'lmport|ng before'they are sent to Trade

',and Supplles to" become rmport llcences. Commod1t|es

Afrlcanlsed using this method include |mpor%ed sweets ahd

confectnonary, certaln lmported textlles and im orted Second'

4

“hand’ clothing, sh:rgs and blankets

.-

KNTC appo»nted produee .and prOV|5|pns sub dustrlbutors o

A £
wishing to import sweets or confectlonary may do so by

sending indents to the KNTC, The’ "KNTC wlll approve .the
indent provuded ‘the correct |nformat|on is supplled and
oro;:ded that .the 1ndents conform to govefhment quota

‘and pruee restrictions. Cop|e; of the rndent.areosentvto

Trade.and Suppiies which transforms the indent'}nto an

}mpo:t stamping the indent. Copis ES—Of the |mport”]|cence
":'__-;C?

are then returned to the KNTC which W|11 release them to the

VW

' sub agent&upon recelpt of .a 3 percent commnssnon 17 Almost

all khakl drll] used in Kenya was prodlced in Kenya or. trans~’
ferred from Uganda. "Appointed sub-distributors order Kenyan-
" produced textiles directly-from the manufactdrer. The KNTC

received a commission of 1 cerit-pér metre of cloth. 18

» The procedure for lmportlng other textlles was different.

An orlglnal lndent plus-copnes were ‘sent to the-KNTC. If the
. N
17 Informatlon on sweets supplxed by Mr. Odary.

18 Information on textiles and textile products supplned by
Mr. Muindi.,

-



The approval and stamping-§

- percent comm|55|on on imported shirts and blankets and
ANy
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.indent was approved three were sent- to Lrade and Sypplies. .~

~ e . -

ade and Supplles converted

N St b i :
the. indent into an import. oo - *Two copies were returned

to. The KNTC, one. of which ‘was sent to the sub- d|str1butor

“A*sub- dlstrlbutor could then place his order WIth the over=-

seas manufacturer. The product was released from customs
whern the sub- d|str|butor produced an ‘import llcence. The- *

e
KNTC received a 3 percent comm155|on based upon the F. O B.

vk

price. The method.of xmportlng second’hand clothxng, shlrts -

and blankets was essent|ally the same as for importing

cotton piece goods dlscugaed above. The KNTC recelved a3

a 5 percent commission on |mported second hand clothung

.In the latter part of chapter Vit was suggested

. that one of the advanhtages of state tradnng was that‘it-
i"could redirect purchases from~oﬁ§§source of supplles to

another .source of supplies. For example.,. i't could reduce

imports:of'a conmodity so that domestic producers would have

a larger market. This mlght be especually important in

East Africa where the state trad|ng organlsatlons might

shift purchases from an-overseas source to'a domestic source

or an East African source.

The: KNTC appears to play a very passive role in approving
indents before passing them to Trade and Supplies. Indents
: . . ~

were approved providing that the correct information was con-

tained in them and there appeared to be no attempt to re-

[
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manufacturers and government off|clals in Kenya that the

o

" sTC of Tanzan|a may have, at txmes dlscrlmlnated agannst-
Kenyan goods it is unlxkely that the KNTC will be serongly

motlvated to redlrect sources”- of §upp¢ges in Tanzanla's .

favour 19- S ‘e \T*‘

4

N3 B
19 No proof of this actually occur|ng was eveéen produced
But many manufacturers-and governmént officials inter-

viewed during August 1970 firmly believed it to be true.

In addition officials in the STC freely admitted that

at one time they were directed to purchase local goods

providing that they were no more than 20¢percent

higher in price than foreign goods. Kenyan and

Ugandan goods were at first classified as foreign

goods but subsequently this policy has been changed

t so that Kenyan and Ugandan goods :are now classified

% as local goods.

™.

’\_‘/"’
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