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I think that you should see that this I

proposal has cor;.e to nothing.

It was an accowatine scheme for rational-
! " izing eatsrprises which are scattered over a
5 large area, and the only chance of bringing it

into effect would be the goodwill of the people

" concerned. That goodwill is absent, and it
appears even that the scheme would not have the |
‘ effect of reducing overhead charges. There is
nothing to do but to wrlte to Mr. Hegg as
proposed, but we mlght also express a.ppreclat:l.or;
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My, Priestman '7‘ 3163/1/33 Kenya.
M T'W7 f
M# :

[
M. P}r/mm wning Street,
Myr. Tpmiinson. .
Sir C. Bottomley. é 25 May 1933
Sir J. |Shuckburgh.
‘Permt] U.S. of S.
i te
Pariy US. of S. I am etc. to refer to my letter of f—
Secretary of State. a7t 1‘6' y «
4the l4th( February in which you were informed
G bt

DRAFl‘ that copies of your Beeft Sisal Scheme had

S.R. HOGG BQ ‘ been forwarded to the Governor of Kenya

for-an expression of his views. mm—to—wwy

\;"f . : ; oo mnow /uf@‘_a—‘)
i KR mtThe Governor of¥enyzhas—intimated
{ ] MR R
B \ ;, ‘ that after consultatipn with his advisera
P men iy T % NI AN
! and with the sisal’ “iEterests concerned‘; he . N

is of opinion that it would be undesirable

for the Colony to undertake the finmancial

commitments proposed in your scheme, which

¥

nigixt. it is considered, be greater thﬁn
S 17

i anicipated. M
3 g $ ’ o

I am.et'c‘,\.

(Signsd) J. E. W. FLOOD




KENYA 4 @ > GOVEHNMENT HOUSE
S NAIROBI
s N 2u0 REGEIVED KEN YA
- BMAY 1933
vl Y.
457 april, 1984,
5dr,
I have the ronour to refer to your despatcn
Ao 16 No. 98 of the 14th February aud encl sures relating o e

/fﬁ7vh/$1 scheme put forward by Mr. 3.H. Hgge for ithe rationalisatior
—’///’ of the sisal industry.

—————————— 2 I enclose & copy of & memorsudiui vy Lihe virector
of Agriculture, together with a copy of & letter ad.ressed
to him by Colonel M. Maxwell, who i: Chairmen of the
Zast African Sisal Growers' Associatfion, re_arding Mr.
Hogg's proposals. Having re_ard to t.ese criticisms,
witih which T am in agreement, I do not tropose to take
any further action in the matter unless 1 au instructed

to do so,.

1 have tihe honour to L€,

r,
t,

///yﬁﬁﬁ e servant,

Yowr most obedien
H h

ER GUN@RAL

GOVE

THE RIGHT HONOURABLE ) '
VMAJOR SIR PHILIP CUNLIEFE-LISTER, P.C., G.B.E« -M.C., M.P.
SECRETARY OF STATE FOR THE COLONIES,
DOWNING STREET,
LONDON...5.W.1l.
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UPEARTMENT OF AGRICULTURE, b
P

.0, BOX 538,
NAIROBI. 5th  April, loo9
NO. SIoA/6/436.

The Hon. Colonial Secretary,

NATIROBI.
RATTION..LISATION CF SISAL INiU. %Y - b#CPConlL
BY MR. 3.R. HOGG.
Ref. Your No. S/AGR, 6/3/32.,Vol.II. i £ti Merch, lds..
In accordance with fic. xcellenc, 's wishes

expressed to me verbally, I consulica colonel 1k well,
Chairman of the Bast Africean Sisal rowers' isscciation,
and I enclose copy of his letter io me. T recard nis
views as sound, end therefore do rof preposeé To doc  more
than emghasise them and to ref.r to certain aspects of
tne matter which occur to me.

2. The present price of sissl i. svout J1o per
ton. Average costs per ton vrobably amcunt to avout
£7:10: 0 for land charges, cultivation, ulunting etc.,
all subsequent operations bein% £11 per lon, merxing a
total of about 518:10: 0 per ton on sn averace, Et is
the opinion of the industry that any substantial increas:
in the price of sisal is unlikely unless new commercial
uses are found for the fibre, Organ-ed recesrch for
this is likely to be undertaken in the neer fufure.

3. The estimate of £70,000 as tne ceapital
requirements for the scheme is unexplained as to how
the figure was arrived at. It ic regarded as inadejuate
for the renewals of machiner{ and of rotetional vlant-
ings, as well as the reconditioning of estates wiich
will' be required, not to speak of the larpe a .regate
need of esfates out of production for cash for montnly
1sbour accounts which will require to ve met from
capital initially, The sum required %o set tie screwe
in motion is likely to exceed £150,000. The overnment
once havin% guaranteel the interest on £70,00C is
likely to find itself under fhe nccessity of a further
guarantee in order to protect its first commitment.

4. The object of the grouping of estates
geographically is not quite clear. It will certainly
not be essential for grading purposes, as OLler neasures
for this could be a%ggted, end-Colonel Maxwell has >
fointed out .the abs it% of the proposal for & moveable

gbour force. It might be useful for decentralisation
of executive management, however.

] The present methods of marketing are not the

impediment to cheaper rail and port charges. The
financial position of the Reilway Administration
jtself is the impediment. Requests for reduction by
the industry have already been refused and there is no
greater likelihood of reduction being “ranted because
estates are merged into a single company. Similarly
in regard to the anticipation of reduced customs
duties, ‘Tt would be an unsound precedent to forego

o



revenue because of a chenge in the or anisation of an
industry., There are other depressed industries besides
sisal vbadly in need of relief of the kind.

al® Reseerch ane a laboratory for this woulc
nardl. oe necessary. The higii-altitude field
eriment station for sisal which hsas uLeen an aim for
me years could, -however, Le achieved withont tiis
"meryer" scheme.

. One of tie principel defects in tie scheme is
the anticipated savings on overhead charpes, ,articularly
on salaries of management. Such charges are now down to
pedrock and any scheme under which there is to be a
salaried secretariat and a lsrge number of highly-paia
mana,€ers, instead of the Lresent system of owners doing
their own secretarisl and menagerial work, content to
teke their reward for this out of actuel ceash profits,
is bound to add®considerably to overhead charges. There
might be economy in this factor in times of prosperity
for the ipdustri, but in times of prosperity & merser
scheme of this kind would not be necessary.

8. It is doubtful if the sound sisal estates in the~
Colon{ would welcome the scheme; it is almost certain
that the unsound estate& would adopt with some

enthusiasm the groposal of a Government guarantee for
their badly needed extra capital. Again meny estates
would be excluded from participation in the scheme
because existing mort?ages would Erevent the pledging
of these estates to the Government.

9, I am more than doubtful as to the practicability
of the scheme, and do not consider that it is one in
connection with which Government should, in tne
circumstances in which the Colony iz placed, enter into
the commitment proposed.

ALEX HOLM.
JIRECTOR OF AGRICULTURE.
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THE MoMILIAN E9TA

CENYA ONY.,

BAIROBI,

1938,

18%h daren,

L]
The Hon'ble the Mreetor of Agriou.ture,
RAIROSBI

e Mr.logg's Memorundum om sisa. iloduetry
in Whe Coleny & Protegleorate of lenyu.

| shask you for the oppomtunity of studyiang
Mr.Hozg's Memorandum and will make ihe felloewings remriks:

l. There are o ! sevesty~-five real sisal estates
in the countiry, prodbably ohly half this nuaber,though
seventy-five estates may have sisal on them. Of the
sumber of real sisal estates there are a sertaic
nusber which are imeffisient., Rfficleant and well
sanaged estates would never consider combining wita
these, and Lf Shese were drought into s combination
they would oealy prove a Gead welght and make tue
combination fnefficiemt, Unfortunately, under ur,
Hogg's scheme all estntes must de brougnt inm te the
merger Owing to the proposed benefits to Le reccived

froa Covernment.

2. A merger seheme of thie sort would certalnly
nake for greater officlency as regards the sale of
efsal and finanoing thereef and as regards unifors
grading. However, I hope Wie latter point will be
overcome as & result of asctien being taken in Shese
territories and at home.

Apart from the above twoe jpoints the ohief
stvuhtu from oombinations arise owing % inoreased
produ on per unit, By mnit [ mean an organisation eonsist-
ing of sanagement and labour staff and fagteory and
mu--t; where two or more ecstatess combine to ust tie

same faotory and n %, & large saving is asade, although
as & rule diffioulties and the eoonomio limit
of Stransper nomo sush combines. The next most

f-.tlh oﬂbbﬁu is that where %wo or three estates can
80 arrange thelr produe tion programme that one mansgement
azd labour unit oan sove froam estate 10 estate taking e
sertain amount of equipmesnt with Shem but using separate
factories on eash eatate, h&:'- scheme does not appear
to contemplate spesifisally sdvastages, while the
advantages as suggested by him I will show later are not

very real.

| N In n) epinion o u-u-u- of estates oan only
ve 3 about gradwally be suseessful; firetly b
m sstates sembi n‘ then by thess combinations

‘e m -n n-n » thn are seveml
» 88 regards sales
and bo snwt.

Returaing to ¥Mr.Hogg's memoreandum, the prectienl
udu ntcnnumolumuh
not eomaent on the mmes of

ﬁu.. m. nm. but will sake She fellowing




(8) I @0 not understand the pprpese of the grouping
a8 set out. It is possible that the ngp ot amxal‘-l
oconeist of estates which are likely to proe@uce the same Sy e
of fibre. It 1g also poesible that the estates o7 Whe
different groups may full wnder one sanagement jer group;
otherwise, I cannot follow the purpose of this grouping.

(») There appears 1o be some alegunierstanding es
to what the £70,070 {y to be supplied for,. If 1t {8 :0
maintain planting it aight be ¢afficient L malntaln the
necessary planting for a year od two but not more.
It is, in my opinic , oompletely lnndequate fuor edlvacing
estates whioh have been allowed to €0 buox.

(o) Thero may Le u small savir  1f finance ls
provided for shipments, but a large nuader of estales 40 not
rejuire this finanse, while If finarce is 1e0cssary L0 Keep
sleal off the market during tises of de~ura.! rices,

& larger sun than is suggested may ces!., necessary.

(a) [ cannot see that a merser o wi e as vi<<ealed
oould help the railwuys and harbours to such ar extent as
to allow for a reductlod in port charges arm rilage as
suzgested; and it strikes me that If tre rallway would be
in a position 0 grant these comoessions to the aerger,
they should now be in & position to grant some wuoh Nelp
to the industry today, especialiy as tue industry omn
and will help the railway tn any way tnatl the reilway
suggests.

(e) On the advantages stated in parasraph 14
I wou.d like to comment as follows: -

m&uont Salaries - In my oploion these would go u.,silnce
[T] es y are working with minimum salaries, and ia
many oages, are worked by owners for a very emall pittance.
Fo one Board could control o many estates cirest and
soveral distriot and gene :al managers would have %o be
appointed whioch would inorease salaries considerably. It 1is
true that Boards of Directors may be saved, butl im emen
case I think you will find the direetors are the ®rst to
forego any fees, while in many cases the director is the
owner and the fees Le draws are his liveligood, and for
mt:th works very hard, doing a specific job for the
estate,

Current finance: I have remar ed on the abova,
Reductions on labour costs:

It must not be forgotten that native labour
does not oonsist of Morons., MMoh native kas a speeifio place
he likes to work, and he is ndt preparcd torbe shifted at
any time from u;no to estate, while labour gets used te
its white men and does not like $0 be ohanged about. The
idea, therefore, of seientific distribution does not appear
to me to be of any value.

Wat I oannot oconeeive what Le memnt by 'careful
T3y grouping' in this cemnection,
re

Maintenanse, venewal, plant ahd msshisery:

There is eeriainly roem for & saall saving
here, but there is a move already towards standardisation,
while the saving un ‘1oose %ols and spares’ is mush less
than appt at firet, sinee an estate in full predws tioa
eannet & to be oiuo‘ down for any time and sust keep
She essential spares on hamd.




office overheads:
Bgtates owned and rum in this country do net

keep London offices but only agent® who are paid for the
sale of fibre ard purchas: of material on a commipsion
basis,

Secretarial fees:

Thege are down now al=ost to bedr
have commented on Directors fees.

lesearch laboratory:

I do not belleve this would be feasibvle, and
consider the comblined research scheme, whic: s now being
put forward by the Hard Fibre Se-tion of the “ritish
Empire Producers' Organization in conjunction with the
Assoeciations of Kenya and Tanganyike, to be much more
satisfuotory.

Be I cannot imagine that well manuged estates who
are not in any financial difficulty would agree to a cess of
5/« per ton of sisal produced to cover loan sharges on loans
made to other estates - this would be a decided drawbasck teo
suoh estates entering any such merger. I also imagine 1%
would be extremely difficult to pypt the proposed uniform
method of purchase into operation, and [ al so consider that
a system of uniform valuation would be extremely diffieult,
since there are so many features apart from the ordinary

ones of aoreage and equipment to be taken into eonsideration,
such as offiolmoi. geographio loocation, type of soil,
grades, water supplive, power supplies and quality of s=isal
produced,

6o To sum up, while I agree that some form of
rationalization may prove necessary if eisel prices remain
as they are, and in faoct 1is urgent in the cage of many
estates today, yet I feel that this soheme is gzoing to
be very difficult to put into operation and very unlikely to
appeal to the effiscient estate. A great deal more thought
in the matter of detail is necessary before it can be really
considered.

I regret that my reply is so delayed, but daid
not realige that there was any urgensy, and trust that you
wild-understand that I have been very busy the last fewx dayms,
and that I have really not been able to give as mush
congideration to this memorandum as [ would have wighed.

I an,
Yours faithfully,

Sd. MeMaxwell.




