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A B S T R A C T 

The PTA n conomic cooperation arrangement for all the 

countri of h rn and Southern African sub-region 

excluding South Afric and Namibia. The organization is meant to 

promot trade nd cooperation in all fields of economic activity 

so as to raise the standards of living of the people in the 

region, foster closer relations among the member countries and 

to contribute to the development of the African continent. 

It is argued that Kenya's export sector has the potential 

of a leading role in Kenya's development strategy. The PTA 

provides Kenya with an opportunity for increasing intra-regional 

trade. 

It was the aim of the study therefore to establish whether 

Kenya's membership to the PTA has been trade creating. It was 

found from the study that the impact of the PTA on food items 

and live animals, alcoholic beverages and tobacco, petroleum 

products and related minerals, and animal and vegetable oils and 

fats categories was significant. 

On the other hand, the PTA has not had any impact on th 
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tobacco, and products of the industrial sector. The PTA is not 

expected to provid K ny with an opportunity for expanding her 

trade in p trol um pro uc nd related materials. 
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C!J:APTKR l 

INTRODUCTION 

1.1 Background to the Study 

It is a widely accepted theory that exports are an engine of 

economic growth in developing countries (Todaro l982:ll7),largely 

because export earnings enable developing economies to acquire 

factor inputs necessary for development from foreign sources. In 

addition, exports enable these countries to settle their external 

debt obligations (Killick 1978:12). 

It therefore seems that developing nations need a constant 

expansion of their export earnings if they do not want to remain 

underdeveloped (Kabengi 1986:2). In fact, negative export 

earnings growth rates in developing countries have been 

associated with negative import growth rates, declining 

investments and negative per capita growth rates (UNCTAD Bulletin 

April 1987:2). 

ny d v loping countries have thus far b n r lying on 

port 0 p i ry products to industri liz coun ri ( od ro 

82),b h v oun mor n or ' f cul in r c n 

0 v lop vi ln rou 0 po b 0 h lu h 

0 r non - h v I 



deteriorating terms of r d for those commodities, and the 

deliberate poli ci n i ndu r 1 countries of maintaining food 

self- suffi c' n c y (U CT 0 VI 1983: 1). 

Afri. c n c n r1 in r cent years have began to see the need 

to xp · nd n r - f r ic n trade, this need having been created by 

th f ' lur of developing countries to penetrate the markets of 

developed countries and, by the failure of the New International 

Economic Order whose goal was to restructure the world trade 

system in favour of developing countries (Ng'eno 1986:1). In 

addition, the small sizes of many African nations, their uneven 

resource endowments, the small sizes of their markets, their 

poverty, and the distortions in the patterns of economic activity 

seriously inhibits attempts at development purely on a national 

scale. 

Individual countries have several options ava i lable to them 

in their attempts to expand their export trade, 

however may not be very feas i b le . 

ex c eption. 

In this r e gard, 

some wh i ch 

Ke ny a i s no 

K nya's foreign c urren c y n eed s d o n ot d if f r mu c h f r o m tho 

of h r d v l o p i ng co un e rp ar t s . Just lik hem , s h h s 

con n n d t o c u i r e co- op ra n fac ors such r w 

u 1 , p r p r n c pi 1 u p n n v n 

ro ourc ( 1. 985 : 1 ) . n 

1 n h 0 0 0 l 

rn n v o, h o n 



to be relatively low by Afric n standards, was above 25 per cent 

of her export rn'n n th same period (Budget Speech 

Jun.l985: 2). 

K ny , h r f , mu ndeavour to increase her exports so 

a to n b 1 h 0 rv ce her debts and, at the same time, 

acquir npu factors for her industries. As the Government 

stat d in its fifth National Development Plan, 

"its objective is to promote the external demand for Kenyan 
products and establish a sound basis for improving the 
country's balance of payments" 

(Development Plan 1984-88:57). 

This is also followed up in the sixth Plan, where the 

balance of payments position continues to be a matter of great 

concern. In this document it is held that in the long run, the 

solution to the balance of payments position lies in the 

expansion and diversification of Kenyan exports (Development Plan 

1989-93:32). 

It is therefore important for Kenya to move fast and tap the 

potential benefits of exporting by taking up any oppor uniti s 

th m y rge. For exampl~ through the Lome Conventions, K ny 

b c on of th sixty- six African - C rribe n- P cific CP) 

coun r1 nd hi sh di 1n n effor o incr r d n 

h r n h C coun r w 11 b n h r n o h 

CP c n r 



It is with the spiri of increasing exports, that the Kenyan 

Government h b n, 0 v r 1 years, seeking means to 

stimul t non- r on l .p r s through incentives to exporters 

and improv m n in h comp titiveness of Kenya's exporters. 

For· lon 1 local industries have found it more 

prof't bl to s ll in the domestic market rather than in foreign 

markets. This is because the export market entails greater 

exposure to risks, stiffer competition, more stringent quality 

requirements and a more demanding marketing drive. The Government 

has therefore made it its motto to widen the scope for 

manufacturers and businessmen to expand their activities in the 

export market through the provision of a wide range of 

incentives. 

For example, the Government is to set up Export Processing 

Zones near seaports, airports and other outlets, where 

manufacturers will be given support, on condition their produce 

is solely for export (Development Plan 1989-93:64). 

The Government is also to establish a Green Channel Schem 

to help exporters avoid unnecessary delays norm lly exp ri need 

1n ob in n foreign exch ng for the purch s of n c ry 

npu 
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It is with the s m spirit of increasing her eKternal trade 

that the K ny n Gov rn n h 

promotion ( K b n 1 

Author· y (K TA), un r h 

inc 1976 been involved in eKport 

hrough the Kenya EKternal Trade 

u pices of the Ministry of Commerce. 

In f c dur n th current plan period, the Government will take 

st ps o r - c iv te KETA with an independent status to allow it 

to function more freely (Weekly Review Apr.3 1989). 

Another option available to Kenya is to subscribe to a 

regional cooperation arrangement. These arrangements are often 

formed with the idea of increasing regional trade in mind as 

discussed in a later chapter. Kenya's first attempt at 

cooperation was the East African Community. The Preferential 

Trade Area for Eastern and Southern African States (PTA) is a 

recently formed arrangement offering an opportunity for member 

countries to increase their trade within the region. 

In 1983, Kenya became signatory to the PTA Treaty, a 

document which serves as an instrument for collective action in 

trade liberalization, economic integration and growth for the 

coun r es of th Eastern and Southern sub-reglon. Th PTA 

rr n n provide additional inc n ives and oppor uni i for 

Kpor r ' which th Gov rnm nt in nd 0 fur h r encour g nd 

v op n b r n pro vi ion of h Tr y. 

b n i r l 'm JOr pot n i l in T 

r n on Oc 8 ) ob 1 

0 0 D n ol y n h n. 



Th 

countri 

n conomic cooperation arrangement for all the 

of h E stern and Southern Africa Sub-region excluding 

South Africa and Namibia (PTA Diary l989:2).There are twenty 

countries that are eligible to join although only fifteen have 

signed the Treaty. These are Burundi, Comoros, Djibouti, 

Ethiopia, Kenya, Lesotho, Malawi, Mauritius, Rwanda, Somalia, 

Swaziland, Tanzania, Uganda, Zambia and Zimbabwe. Other countries 

which are eligible to join, but have not yet acceded to the 

Treaty are Angola, Botswana, Madagascar, Mozambique and 

Seychelles (Appendix I). 

The objectives of the PTA go beyond a purely preferential 

trade arrangement (PTA Treaty 1982:4). It is said to be a first 

step towards the establishment of a common market by 1992 and, 

v ntually, an economic community by the turn of the century. 

Th expected benefits for Keny from membership in th PTA 

r nu rou 

nd vour 

co n r 

n 1 1 

b 

As di cussed 1n sec ion 

o incr s h r e ·ports 

r 0 cc s o ·h m rk 

hould n bl h o ncr 

l.l bove, Keny mu 

nd, h PTA allows for 

0 h p m mb r 

h r r h h 



Kenya has a rel tiv ly w ll developed industrial sector when 

compared with th 

tradit"on 1 r 

oth m mb r states. Reliance on formerly 

of nd tea could not help the Kenyan 

economy m v ong xport oriented base considering 

luc u tions of these commodities on the world market th p i 

and h occurr nee of natural catastrophes such as the drought 

of 1984 that Kenya faced. Although she no longer relies on these 

two commodities alone as tourism is now a major foreign exchange 

earner, she still must strengthen her export base further. If she 

cannot penetrate the developed countries' markets, Kenya must 

expand her manufacturing exports by maximizing on the PTA market 

by establishing trade links and going into joint ventures with 

other PTA countries (Daily Nation Oct.28 1988). 

Kenya also expects to benefit from the right of transit for 

goods through member states' territories without import or export 

duties; access to agreed clearing and payment arrangements; 

improved co-ordination of air, sea, inland, water, pipeline, road 

and rail transport and communications facilities; co-operation in 

indu trial and agricultural development; and the simplification 

0 r d ocum nt proc dure ( KETA Brochure 1986:5). 

ny h xp ri nc f vour bl tr link wi h m ny of 

p b t hown in h bl b low. 



in 000' of Kenyan Pounds 

y r Exports Imports Net Exports 
-----------------------------------------------------------------

1987 157,092 35,236 121,856 
1986 159,782 34,227 125,555 
1985 145,264 24,604 120,660 
1984 134,694 17,150 117,544 
1983 133,129 14,274 118,855 
1982 110,336 29,556 80,780 
1981 110,799 14,051 96,748 
1980 103,755 27,931 75,824 
1979 66,588 7,646 58,942 
1978 65,491 8,118 57,373 
1977 82,080 5,430 76,650 
1976 87,935 14,996 721939 

-----------------------------------------------------------------
Source : Various Economic Surveys, 1975-88 1 Ministry of Planning. 
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The PTA i thu to provide an opportunity for 

Kenya to incr n 1 r 'fy h r exports, and reduce reliance 

on indu r l i n 100 for imports. This should be reflected 

n h r tr d f u for th period that she has been a member. 

Th i p c of the PTA can be assessed both quantitatively 

and qu lit tively. For purposes of this study the quantitative 

impact refers 

numerical terms, 

to effects that are directly measurable in 

whereas the qualitative impact refers to the 

non-quantifiable effects. 

So far, much emphasis has been placed on the qualitative 

impact. While it is appreciated that there is much to be gained 

from the PTA that cannot be quantified, it must be kept in mind 

that in the long run it is the quantifiable impact that provides 

a more objective measure of the overall direct benefits and it is 

this that more often than not justifies the existence of the PTA. 

This can be seen in the EEC which has been rated a success 

largely on its quantifiable impact (Foreign Report Feb 1989). 

Al hough there are various ways of easuring the impact of 

coop r on arr ngements on member countries, e pirical n lys 

r h 0 ly u d 1nc th y r e t bl 
' as oppo d 0 

pl hod uch qu iv nts nd II due 

or n u . Tr ur on l Pro uc ) 

0 c Pro uc ( DP) r or c on p r 

y 0 (Oc ) 

0 c n r n n 



the GNP,industrial production growth rate and trade statistics, 

while Ng'eno (198 ) n u n H 11 (1987) 

T 

use external trade 

stati tic to 

In h 

b i 0 n ly i 

p r m t r to u 

n udy, exports have been selected as the 

Al hough GNP would have been a more complete 

as it encompasses all economic aspects of a 

country, infor ation on this parameter was found to be 

insufficient. 

1.3 Stateaent of the Problem 

Although there are a number of important examples of 

integration in Africa, the gap between achievement and aspiration 

is large. In part, no doubt, the explanation lies in the fact 

that although integration is certainly advantageous to the 

members of the group as a whole, benefits are not automatically 

reaped by each single member. This consideration is lik ly to b 

i port nt wher integra ion involves the grouping of coun ri 

wh1ch r som wh t diff r nt st ges of d v lopm n In uch 

• tu on r ore y d ec th b n 0 in gr ion 

nl 0 or dv nc mb r • 0 h d r i n of h 

or c ( U ID R 0 rch 19 7 ) . oun 

b r 0 robl r c c o no c Co n 
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Operational Centres (MULPOCs) on a geographical basis. The 

defunct EAC l 0 

country w r p n 

Within h T 

cont n ion, wh 

0 

hl 

i h 

0 

h ' problem where it was felt that one 

h benefits (Mwaza 1979). 

1 o seems to be a major bone of 

been held that Kenya and Zimbabwe being 

th mor d veloped countries in the region, are the main 

beneficiaries (Ochieng 1988). There is thus a need to have a look 

at the benefits of regional co-operation at a national level 

rather than a regional level. 

In broad outline, the argument of conventional theory is 

that economic integration will be beneficial to individual member 

countries if on balance it is "trade-creating" and it will be 

harmful if on balance it is "trade-diverting" (Kennedy 1959). 

If cooperation causes a member to replace its own high-cost 

production of particular commodities with imports from other 

member countries which have lower costs, this is trade creating 

( Hazlewood 1975 ) . The exporting member country will reflect a 

noticeable increase in her exports to other member countries. 

on the other hand, the effect of coop ration is to c us 

mb r 0 wi ch th ir purchas s from low- cost e . tern 1 sour c e 

0 h h our c wi hin th union, h r 1 tr d d ' v r ion. 

h 0 h r n l lo m b r c oun r oul 

r 0 co n nu r i n h 1r rn 1 ( no n - un n ) 

0 r c n r o n 0 1 no v b n b D ci b c u 



will have caused a sh i ft of r sources into less efficient uses. 

This will b e r fl c t in h xporting member country by a 

d clin or l n 1 n ow h of her exports. 

Th i n h ris s at this point is whether Kenya's 

m mb r hip 0 h PT h be e n trade creating or trade diverting. 

This study i n ttempt to answer this question. 

1.4 Objectives of the Study 

The study had two objectives. 

The first objective was to measure the impact the PTA has 

had on Kenya's export trade since it became operational in 1984. 

The second objective was to predict future trends for 

Kenya's export trade for the period 1988 to 1992. 

1.5 Motivation for the Study 

h i n t r ln thi s u dy was imul ed b y h col l ps of 

h c i n 1977. Th . w r hock , n d , s discu d 1 0 

h con ch p r , i f 1 h h h r b n n n ly 

0 r h, r - 11oc on 0 n c u1 

h r h 1 u on. 



The PTA may b n ( t least from the East African 

countries' vi wpoin ) ucc or to the EAC, a second chance 

at r gion 1 c p I' inc the PTA agreement was ratified, 

't h b n h 1 h ny i njoying a highly advantageous 

posit ' on ov [" ' t i ng partners within the PTA, perhaps with 

th xc ption of Zi babwe (Financial Review Nov.l0,1986). At the 

moment almost 25 per cent of Kenya's exports are marketed within 

the PTA region, and this is the highest volume of exports from a 

single country into the PTA market 

1988). 

(Financial Review Oct.lO 

However Kenya's performance within this market appears to 

have been in the same direction even before the PTA was set up. 

For instance, Kenya has been a net exporter to most of these 

countries for as long as it has been trading with them as seen in 

Table l.l. 

The researcher therefore felt that it was a relevant and 

timely area for research. 

u y i con 'bu on 0 n h dir c c 

h p h on n Wl Vl 

bl n b r c n n c n b r bu 

or oul n u 1 h 

r 0 n n 
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Individual businessm n and entrepreneurs in the country who 

intend to pen tr t th A m rk ts should therefore find this 

study of p r i ul r tm r nc as it helps them to identify the 

pot nt · l xp n ion u wi hin the PTA market. 

Pol 'cy m k nd Government representatives to the PTA 

policy org ns should no doubt be interested to know the 

achievements of the country in as far as exports to the PTA 

countries are concerned so that they can direct their efforts to 

the more crucial aspects of export trade . 

As an academic research, this study is also of benefit to 

the Kenyan universities, Government bodies and other interested 

parties as a basis for further research. 

To the PTA Authority, hopefully this study is a contribution 

towards their efforts in creating an information database for the 

benefit of all member states. 

beneficiary of the PTA, this 

If indeed Kenya is the key 

study should provide a base for 

comparison and policy-making inasfar as re-allocation of benefits 

is concerned to ensure more equitable distribution. 

Finally, since exports are so importantly linked to growth, 

thi tudy i a direct contribution to the development proc ss. 



Th r l o h r po t i presented in four chapters. The 

r r vi ws the literature on regional cooperation. 

Ch pt r 3 is devoted to the methodology followed in this 

study. A detailed account is given of the research design methods 

of data collection, sampling procedure and the whys of 

methodology. The methods used in data analysis and reasons for 

choosing them are also given in this chapter. 

A discussion of analysis and research findings of the study 

of the study appear in Chapter 4, while limitations of the study, 

conclusions and recommendations are presented in Chapter 5. 



CHAPTER 2 

LlTKRATURE REVIEW 

Thi l p r is review of the literature on integration as 

a str t gy for development. 

The first section covers the literature on regional 

cooperation in general. The EEC is covered in the second section. 

It was selected because as has been observed by Keegan (1984) it 

is the most successful cooperation arrangement existing today, 

and is being emulated in many parts of the world, and indeed by 

the PTA. As such, anyone seriously considering integration would 

do well to review the EEC. 

The third section covers the now defunct EAC. Not only is it 

closer to home and hence would have operated in an environment 

closer to that the PTA now faces than that of the EEC, but a 

review may enlighten the PTA Authority on the likely areas where 

they may err and thus help to steer the PTA away from the path of 

de ruction. In addi ion, th collaps of the EAC was strong 
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As has been obs rved by the researcher the terms 

'integration' nd 

interch ng bly in mo 

purpo 

oth rwi 

of hl 

d. 

'r 
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y, 

2.1 Regional Cooperation 

Since World War II, 

on 1 cooperation' have been used 

h literature covered. As such for 

th same will be adopted, unless 

there has been a tremendous interest in 

integration between nations, and in particular in economic 

integration. The enthusiasm for international cooperation has 

been stimulated largely by the success of the European Common 

Market, which was itself inspired by the success of the United 

States economy (Keegan 1984:143). In fact, economic integration 

between sovereign states has some claim to be regarded as one of 

the leading aspirations of international economic policy in the 

mid-twentieth century so much so that this era has been termed 

'the age of integration" ( Harberler 1964:1). 

Th int rest has been felt by all con inents of the world 

n v r 1 t p s h v b n m d to emul t h Europe n 

Co un y. Ho h r on b hin 11 h p 

on 1 coop r on r v ri ou lin d b low. 
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2.1.1 Rationale for R Cooperation 

Bro dly p kin , onomic, political 'and social factors 

h v h t t u 1mp ct on individual countries. These 

countri in ividu lly cannot overcome the pressures brought 

about by th s f ctors, but hopefully, can do so collectively as 

a group (Robson 1968:69). 

At the political level, the basic motivation for integration 

springs from the assumption that for all but a few larger states, 

considerations of modern and genuine independence render some 

form of international cooperation or interdependence inescapable. 

For example, in Africa, during the colonial period this 

cooperation took the form of a dependence of African states upon 

foreign powers. In post-colonial Africa, there exists a fairly 

widespread desire to free the continent from its external 

dependence and to provide the safeguards and benefits of 

interdependence through a continental, or, at the very least, a 

wide geographical system of institutions capable of harmonizing 

th common interests of African states and presenting a unifi d 

ron in x rn l ffair (Robson 1968:11). 
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they are to give up ny p rt of their national sovereignty 

(Cateora & He s 197 :301). For example, the uniting of the 

origin 1 Europ n uni y countries was partially a response 

f Ru ia's great political and economic to th ou l 

pow r h 

th ir f mily 

Russians. 

countrt of Western Europe were willing to settle 

u bbles and present a unified front to the 

Although the interplay of political interests including a 

desire for greater international bargaining power undoubtedly 

accounts for some widespread interests in integration at the 

present time, the primary motives are commonly economic. 

At the economic level, integration involves the removal of 

tariffs and other trade barriers like quotas, discrimination and 

exchange controls among trading partners with the aim of 

enhancing trade. Thus every form of economic integration shares 

the development and enlargement of market opportunities as a 

basic orientation. Usually markets are enlarged through 

preferential tariff treatment for participating members or common 

t ri f barri rs against outsiders (Kibe ra & Waruingi 1988:227). 

En1 d and prot ct d m rkets stimulate in ern l conomi c 

n by provi in s ur d ou l ts and pre r nti 1 

r or ood pro with"n th union. 
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facilities and mass m rk ts, modern mass production capacity 

cannot be succ s fully mpl y nd it is on this basis that most 

multin tion l K n 1984: 169). 

ln d i ion, conomic groupings allow countries the 

adv nt conom1 s of scale and facilitate more efficient 

division of 1 bour among the countries forming them (Harberler 

1964). This is made easier when there is a free movement of 

goods, capital and people, as seen in the European Community. 

Thus countries are able to enjoy the fruits of larger markets 

while maintaining their individual identities and political 

systems (Cateora & Hess 1979:301). 

Other advantages include diversification of output, which, 

it is hoped, may contribute to economic stability as well as to 

growth. If instead, each country tries 

behind its own national tariff barriers, 

to develop separately 

low per capita incomes, 

small populations and narrow resource bases will in many cases 

make the achievements of their objectives more costly, if not 

impossible (Kennedy 1959:45). Expansion of market also leads to 

c paci y utilization and gains from economies of scale (Mak nd 

et al 1987:7) For con umers, th re i wider v rie y of goods 

v il bl which r u u lly 0 hlgh r qu lity n s ll t 

co p v pric 
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2.1.2 Types of Regional Cooperation Arrangements 

Th r 

simpl 

r m n 

r m o 

of conomic cooperation ranging from 

wo or more nations to reduction of barriers 

to tr d , to th full- cale economies. Economic integration, is 

a t rm to which economists have attached a variety of meanings, 

embracing several forms of international economic cooperation 

from free trade areas to political unions, as outlined below. 

i) Free Trade Areas 

In such an arrangement, a group of countries agree to 

abolish all internal barriers to trade such as tariffs and 

other quantitative restrictions such as tax systems and 

monetary systems between member countries, but the member 

countries can, and do, maintain independent trade policies 

vis-a-vis third countries (Kibera & Waruingi 1988:228). To 

avoid trade diversion in favour of low-tariff members, a 

syst m of certificates of origin is used. A good example of 

a fr trade area is the European Free Trade Associ ion 

( T ) ' wh r memb r coun ri s retain heir own a iff 

rue u or non-EFTA coun ri s (K g n 198 t: 1 4). A no h r 

pl i h L in r·ic n In r on oc ion, ( rh 

co no D c. 981:6 ) . 



ii) Custoas Union 

. i . ) 

A custom 

m mb r , bu 

non 

thu h l 

fully i pl 

union inv lv not only free trade between its 

1 0 

un i 

ommon xt rnal tariff applicable to 

( Kib ra & Waruingi 1988:228) and is 

ic 1 evolution of the free trade area. When 

nted, a customs union results in members of the 

group treating the goods produced in other member countries 

as if they had been produced within their own borders. Thus 

tariffs or other types of discrimination based on national 

origin cannot be placed upon imports of merchandise coming 

from other member countries. Within the confines of a 

customs union, merchandise is as free to move as it is 

between the states of the United States of America (Cateora 

& Hess 1979).Today there is no significant form of a customs 

union in operation, although a union is a logical stage of 

development in the transition from a free trade area to a 

common market ( Keegan 1984:145). 
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iv) Econoai 

Thi 1 

fi c l, 

th 

on ry 

v oc d form of economic integration. Here 

nd other instruments of economic policy 

ar also bar onized or integrated, as a further build-up on 

the elimination of the internal tariff barriers and the 

establishment of common external barriers. It also seeks to 

coordinate economic and social policy within the union to 

allow free flow of capital from country to country (Keegan 

1984:145). Thus an economic union is a common market place 

not only for goods but also for services and capital. The 

full evolution of an economic union would involve the 

creation of a unified central bank, use of a common 

currency, and common policies on agriculture, social 

services and welfare, regional development, transport, 

taxation, competition and mergers (Kibera & Waruingi 1988). 

The best-known and most successful example of an economic 

union is the EEC. Others include the Caribbean Community 

and Common Market (CARICOM), and the Central Am ric n Common 

rk (Ke gan 1984:146). 
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i) they facilitate expand d specialization and exchange between 

group of in n n countries by means of the elimination 

or ub t ntt t r duction of barriers to trade among them; 

ii) they nt il discrimination against non-member countries 

(Robson 1968:26). 

Integration may thus be defined as a situation having these 

characteristics. 

2.1. 3 Proble•s of Regional Cooperation X 

All cooperation arrangements face problems and these differ 

greatly depending on the objectives of the cooperation, the 

stages of development the member countries are in, and the 

different political, economic and socio-cultural influences. In 

additton each member country faces its own unique problems whi ch 

oon r or lat r become he regional cooperation's problems. 

Th mo difficul problem of integration aris from h 

ct h i i lik y to aff c dif erent m mb r dt' ff 1 r n y. 

c u coun ri inv r1 bly pro r dif r n 
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situation will r inforc i s lf because the countries whose 

exports are ri in will n 0 ttract even more investment 

(Tod ro 1982). 

An un u l ibu ion of the benefits of integration is 

not in vit bl bu t is particularly likely to occur when the 

un·on is be w en countries of substantially different levels of 

development. 

This is clearly pointed out by Guy Martin with respect to 

the Economic Community of the West African States (ECOWAS) when 

he says that, 

"the member states of ECOWAS differ greatly in size and 
specialization, economies of scale, augmentation, factor input 
and opportunit1es to improve market structures ....... economic 
integration, then tends to yield unequal benefits" 

(Guy Martin 1979:174). 

It must be noted that integration is not necessarily the 

cause of this inequality - it just seems to make it more obvious. 

Unless ways and means of distributing the benefits are defined 8 

priori b nefits may go to one or two countries le ving oth r 

i pov ri h d ( k nd t al 198 : 4). 
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All nations of h world cherish their national 

sovereignties ( Mutu u N v.l 88 ) . This is a serious problem in 

region 1 coop r i o n. 

P rh h mo r1ou problem, and indeed a major cause 

of r gion 1 c oop r tion failure, is the lack of sensitivity to 

individu l ember countries benefits, or at the very least 

Priority being given to regional benefits, with national benefits 

more often than not looked at only after regional benefits have 

been assessed. The defunct EAC collapsed largely as a result of 

this problem as shall be seen later. 

Other problems worth mentioning, although they need not 

necessarily arise in regional cooperation arrangements include 

geographical proximity of member countries which affects 

transport and communication between member countries; multiple 

institutional memberships hence member countries hav i ng d i vided 

loyalties, diverse language and so c io- cultural diff e r e n c es 

affecting marketing and other issues. 

2.2 Th 
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So successful h it b n, that it has been emulated in 

Latin Americ I fric n v n within Europe itself. It has 

indue d oth r oun r 1 ry to b come part of it, either as 

full or i m mb r nd, it has been a major source of 

encour m nt or oth r ttempts at regional cooperation around 

the world. 

However, 

and critics. 

critic. 

it too, has not been without its share of problems 

For, for every admirer can be found a skeptic and a 

2.2.1 Historical Background 

The EEC was formed in 1957 when the six national parliaments 

of Belgium, Germany, France, Italy, Luxembourg and Netherlands 

signed the Treaty of Rome. 

The main purpose of the community was the gradual abolishing 

of tariffs and quotas among the six member states over a period 

of 12 to 15 years, a step towards the es ab li hm nt of a fre 

r r (Krause 1964:3 ). 
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The community wa first of 11 set up as a customs union. 

Thus, as expl in 

for x mpl , will b 

rm n 

r l · r, h riff levied on a Kenyan flower 

h 

Unt 

m r g rdless of whether the flower is 

d Kingdom, or any of the other members. import d by 

How v r, pl 1n d by Diebold (Mar.l962:74), the Rome Treaty 

provid d for a still closer integration of the respective 

economies with a full economic union as the ultimate goal. 

Because an economic union is more demanding in terms of 

sacrifices asked of the members and the degree of divestiture of 

national sovereignty involved, the member countries did not want 

to commit themselves to it until the customs union was tried and 

proven effective. The EEC is thus evolving from a customs union 

to an economic union. 

2.2.2 Achievements of the RRC 

The EEC has brought together a market of ov r 320.4 

million people with average inc om s amongst h high s ln h 

wor d. In the pace of 25 years h av r g Europ n doubl d hi 

in co h vin lC ny 00 nd rvic hi dl po 1 

n 1 8 in 960 (Euro 1988: 15). 



One of the re son why th European community was created 

was to dev lop tr d b w n m mber states. The community has 

had consid r bl uc in his area. Intra-community trade 

r pr nt h n 50 p r cent of total external trade for most 

of th coun r (Burost t 1988:27). 

While exports to non - member countries showed a nominal 

16-fold increase in terms of European Currency Unit between 1958 

and 1986, trade between member states went up by a factor of 30. 

Of particular relevance to this study is the measure of 

increasing external trade between member countries soon after the 

signing of the Treaty. This study by Alexander Lamfalussy (1961) 

revealed that, imports and exports between member countries 

increased by 98 per cent between 1958 and 1962, while trade with 

the rest of the world increased by only 35 per cent in the same 

Period. Lamfalussy concluded that growth in trade is bound to 

be most significant in earlier years as this is when countries 

are most enthusiastic. 

The economy of the Community grew the fastest in the 

coun ries with the lowest GDPs such as Greece, Spain and Portug 1 

wh r annua grow h rates were b wen .6 p r c n n 5.1. 

P rc n • In h Unit d Kingdom, by contr the row h r w 

2.2 p rc n Th' how h or r ·o r uc 

h p ri b n 

c h 1 0 h u 0 r 

c 0 1 7 . n 

CU - h n 0 n u n 



not yet carry the ECUs in h ir pockets, but the private sector 

is however m kin in r ng us of the ECU almost in the same 

way as ny o h urr n y (Euros at 1988). It's increased use 

offers n w il1 y for Europeans who benefit from its 

st bility nd in future will not be obliged to change money at 

very border. This idea has been taken up by the PTA by the 

creation of the UAPTA as discussed in a later section. 

Improved productivity, fair living standards for farmers and 

workers, stable markets and secure supplies at reasonable prices 

for the consumer - these are the objective set by the Treaty of 

Rome in 1957 for European agriculture. 30 years later, it is 

fair to claim that they have been largely achieved. A common 

agricultural polic has been adopted and the removal of internal 

agricultural duties completed. 

The Commission of the European Communities (CEC) has also 

established an office for Official Publications in Luxembourg, 

where information on the member states and the development of the 

EEC is kept and updated. Each member has free ccess to this 

inform tion. The database has been useful in h lping achi v 

uni i d d v lopm nt in he region. 
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countries before and aft r th formation of the EEC, 

some doubt on th 

attempts to do th 

onclus'ons previously drawn. 

m for h PTA. 

2.2.3 Probleas Facing the RRC 

he casts 

This study 

The EEC has not been without its share of problems which are 

mentioned briefly in this section. 

There are those problems that have arisen because of the 

integration process, that is to say, these problems would not 

have occurred had the EEC not been formed. 

The most recent of these is the Single European Act which 

Was signed in February 1986 and came into force on July 1st, 1987 

(Eurostat 1988:2). 

The Single Act is a new treaty whose aim is to bring the 

Community into line with the needs of the 1990s by creating a 

truly frontierless internal market with a population of 320 

million, making it the biggest internal market in the world. Th 

Act i elf is not a probl m it i th s eps th t are b ing 

k n to n ur h t rg ts re chi ved, som 0 wh ich r 

PO ib 0 chi v . Som coun ri h v b n ccu 0 

in c 00 riou ly h xp n 0 0 h I r 
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Another problem is hat of the EEC budget contributions. 

Though the EEC bud t mount o only 2.8 per cent of the total 

of all th m mb r ' budg ts some countries feel that they 

ar contribut1n o mu c h towards this budget. Furthermore, many 

fe 1 th t th budg t is expended disproportionately. For example 

the 1985 budget allocated 72.9 per cent of the budget to 

Agriculture and Fisheries alone as seen in the following table. 

Table 2.1 General EEC Budget - 1985 

----------------------------------------------------------------
RECEIPTS 

Value-added tax 55.5% 

Customs duties 29.6% 

Non-repayable advances 5.9% 

Agricultural levies 4.0% 

Sugar-isoglucose levies 3.8% 

Miscellaneous 1.2% 

100.0-.. 

------------

EXPENDITURE 

Agriculture & fisheries 

Regional policy 

Social policy 

Development cooperation 

Administrative costs 

Research, energy, 
industry & transport 

Miscellaneous 

72.9% 

5.9% 

5.7% 

3.9% 

4.6% 

2.6% 
4.4~ 

100.0% 

====== 
-----------------------------------------------------------------

Sourc Euro t Pub lic i on ,l 88 pp 5 . 
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farmworkers, stabl e ma rk et s and secure supplies at reasonable 

Prices for the con.um r. Th m i n tool used to achieve this was 

subsidi e s for th r m Th is has brought about a serious 

Probl e m o f n surpl u ses of certain commodities as a 

result o f th i n c nt1ves g i v e n to the farmers. This has led to a 

drop in world pr ice s thus a f fecting other countries with the 

developing countries being hardest hit. Some member states such 

as United Kingdom are of the opinion that the subsidies should be 

withdrawn or at least reduced - and this would also reduce the 

budget requirements (The Economist 9 - 15 July 1988). 

Lastly, there is the question of Europe's political 

unification when the steps of the Single Ac t have all been 

achieved. Each country cherishes it's own national sovereignty, 

and political conflicts will inevitably arise when countries ar e 

asked to give up some of th i s sovereignty 

Dec.l988 : 24 ) . 

( Eurobaromet e r 

The second set of problems ar e those t ha t s t ar t as 

ind i v i dua l me mber c oun t r i es' 

Problems of t h e c omm u n ity . 

prob lems and t hus end up bei n g 

The most obvious of t h ese is t h e worldwide probl m of 

un mploy n t. With 16 million p ople regi t r d as un mployed in 

1 86 co with only 5 million in 1975, un mploym n h 
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2.2.4 Les on EEC 

Th PTA s regional cooperation arrangement has alot to 

learn from the EEC. 

An obvious point that is well brought out by the success of 

the EEC is that economic integration is possible. While their 

ways and stages of development may differ, the two arrangements 

have common objectives and are bound to face similar problems in 

many cases. As such the PTA should see the EEC as a mentor, and 

thus take up some hints on various issues. 

Another lesson to be learnt is that "nothing good comes 

easy". The fact that the EEC has emerged after a long and arduous 

struggle should encourage the PTA Authority that even their more 

serious problems can be solved with time. 

The evolvement of the EEC from a free trade area to an 

economic union suggests an organized and systematic approach. It 

is better to ensure that one arrangement is working w 11 befor 

mbarking on one on higher level which is bound o b more 

compl·c t d. 

h 

n 

co n r 

EC 

ion 1 

h 

h r cogniz d th impor nc 

r d In ric r d b 

b n v r lo n b p or 

0 1ncr n 

n 

1 h PT 



countries trade only 10 p r c nt of their external trade with 

other PTA countri h TA hould follow the European example 

and im t ncr in - r on 1 trade. 

L tly, lon information does not touch on the 

str t gic cur of e ch member state, there should be the good 

will to xch nge information as much as possible. Such 

information could include agricultural potential, industrial 

development and overall infrastructural developmental efforts so 

as to avoid the problem of unequal benefits. 

2.3 The East African Coa unity (EAC) 

On May 14th, 1984, an important but sad event took place in 

Arusha, Tanzania - the signing by the three East African Heads of 

State of an agreement, or, as the local media put it, the "final 

accord", on the formula for sharing the assets of the former EAC 

(Daily Nation May 17th 1984:6). 

The EAC, which was initiated in 1967, col1ap d in 1977. r 
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The easy coll ps of the common market shocked many 

including thos who u to b li v that the regional cooperation 

in E st Afri c h 

dev lop d coun ·ri 

This ction 

b om n xcellent example of what less 

c n o (Tibazarwa 1988). 

tempts to outline the major features of the 

EAC as well as the nature of significant events which led to its 

collapse. Hopefully there is a lesson to be learnt for the PTA 

Policy makers. 

2.3.1 Historical Background 

Both the strengths and weaknesses of the EAC can be best 

understood if placed in a historical perspective. 

The organization of inter-territorial services in East 

Africa began with the construction of the Uganda Railway. Its 

completion to the Lakeside terminal of Kisumu in 1901 provided 

the main stimulus for fundamental economic development in both 

Kenya and Uganda in the early years of the century (P vi t 

197 : 2 2). 
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League of Nations aft r th 1914-18 War. This enhanced closer 

commercial nd c n c b tween the three countries 

(Hazl wood, 1 79). 

A cu om union b w n the three countries was set up in 

1917 to un y du i s on exports and tariffs on imports from and 

to E st Afric respectively. And in 1919 the East African 

Currency Board was set up to regulate the flow of money and 

finance in general in the region. 

During the inter-war years, intra-territorial trade 

continued to grow, coordination of the activities being ensured 

by regular de facto meetings of respective Governors. 

In 1939 the three East African economies started a uniform 

tax structure and common services in the areas of transport, 

communication and research (The Courier Nov - Dec 1988:49 ) . 

It was not until 1948 that a de jure regional arrangement 

was attempted when the East African High Commission 

Administration (E AHC ) was established. The EAHC had jurisdiction 

over public services, finance, defense, industrial promo ion and 

r rch. 
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As independenc 

structure w s con mpl 

East Afric n C>mm n 

r s mb l d h H in 

ppro ched a stronger administrative 

n his led to the formation of the 

vic Org nization in 1961. In form it 

sence it derived its legal existence 

from th con nt of three independent East African states which 

h d up r d d h colonial administration. 

Within this period, developments occurred in EASCO that 

undermined the viability of the cooperation. Among the serious 

setback was the abandoning of the common currency which had 

hitherto facilitated the movement of goods and people across the 

borders . Without this, the EAC's (which was yet to be 

established) chances of survival were already reduced drastically 

even before it was created. 

In addition the adoption of different ideological paths for 

the young nations might have encouraged conflicting approaches 

towards the community. 

Consequent upon several decades of evolution, the EAC was 

already funct1oning, efficiently at the time of the signing of 

th Tr aty. Thus by 1967, the East African R ilw y w 

c 1 br in it 65 h ye r of n r-t rri ori 1 col1 bor ion. 

Such ic n coll bor ion could 1 0 b oun n 0 h r rv c 
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D spit its rather unmanly demise, the EAC was successful 

to some extent. There have been many attempts at economic 

integration in different parts of the Third World, but nowhere 

has there been so wide a range of activities with so highly 

organized a system as that of the EAC (Hazlewood 1979:173). 

These include the East African Railways and the East 

African Airways which had become a smooth running, profit-making 

venture capable of competing with any world airline (unlike some 

of it's successors, Kenya Airways, Air Tanzania and Uganda 

Airlines!). 

Such efficiency could also be found in other services 

corporations of the community in the fields of transport, 

communication, research, education and social servic s. 
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The impact of the community on the intra-regional trade can 

be illustrat d by th volum of tr de of Tanzania; whereas in 

1970 common m rk (bolh exports and imports) constittted 

about 9 p r n of h x ernal volume of trade, the percent~e 

had f 11 n b low 1 per cent in 1982. 

Furthermore trade records for the period 1963 to 1980 

indicate that there was a considerable but gradual improvement of 

trade between Kenya and her partner states with the formation of 

the community. The goods traded included food, beverages and 

tobacco and basic materials such as fuels and manufactured goods. 

As trade expanded the proportion of food declined giving way to 

fuels and manufactured foods: an indication of each country's 

Policy on food self sufficiency (Makanda et al 1987). 

There was also a high degree of harmonization with respect 

to external tariffs, and fiscal policies. 

Lastly there was a fair degree of capital and labour 

mobility among the three partner states. 

Overall the EAC had become an efficien region l 

arrangement 

b n i in 

from which the p rtners were d riving sub t nti 1 

the form of a wider market and th economies of sc 1 

in runnin public corpor tion Th community w b co in mor 
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Also, as a market , i t w s in an advantageous position to 

attract foreign i nv m n · Ev n from the political angle, the 

EAC en bl d ov r nm n o co ns u l t one another on various issues 

in c lud ' n t h o u 'd t h Treaty. 

Th c h ' v n ts d i s c ussed above are attributed to the EAO, 

and it · s thes e tha t are a driving force for regional cooperation 

in other parts of Africa. But the three countries were already 

cooperating very well before the Treaty was signed. In fact, it 

is possible to interpret the establishment of the community not 

as a stride forward in cooperation, but as a stage in the 

Process of disintegration, since soon after the Treaty was signed 

things began to break up and fell apart completely by 1977 

( Mazzeo 1984:35 ) . 

2.3.3 Causes of Failure 

Th e c ollapse o f the EA C c ann ot be a ttributed to some 

singl c aus e . In r ealit y th e r e were s o many i n ter c ing 

influences and i s sues that on ly t he mo r e i mportant ones will b 

di cu s d. Th follo wing s ctio n is b s d l rg ly on Mak nd • 

(1987) wh r h. nd h i co le gue try 0 i n i lD 

hl or1c 1 con . t • f c or h 0 h coll p 0 h 
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l. Political R a on 

Th fight or in p nd nc in the three partner states was 

ion h ltnes of cooperation since all three moot d 

countri h r d one colonial master. However, the three 

E st African states gained self-rule between 1961 and 1963, 

and thereafter the spirit of integration started waning, as 

each country was now following its own political philosophy 

(Mwaza 1979:34). Furthermore, the different ideologies of 

the Governments of Kenya and Tanzania certainly made 

cooperation increasingly difficult. There was a growing 

ideological division between 'capitalist' Kenya and 

'socialist' Tanzania. This increased the perception gap 

between the two nations. For example, the growth of the 

Kenyan economy was to a significant extent the consequence 

of the welcome it gave to foreign investors. Tanzania, to 

say the least, was wary of this route to development and 

only cooperated with Kenya out of despair or lack of a 

be ter alternative ( Hazlewood 1975:63). 

s condly, th founder of the communi y could no h v 
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however, ceased to be an effective participant in Community 

discussions nd h b lance of the Community's tripartite 

structur di r d (H zlewood 1979). 

2. Econom·c R on 

Th most serious economic problem faced by the EAC was that 

of unfair distribution of benefits. 

The integration arrangements, which was mentioned earlier, 

had their origins in the early years of the century, and 

could not have been expected to continue unchanged from 

their colonial past into the era of independence. Change 

was essential once integration became voluntary and not 

enforced, because it was firmly believed in Tanzania and 

Uganda that the arrangements worked overwhelmingly to the 

benefit of Kenya as the most industrially developed country 

of the three. And as the headquarters of the various common 

services were established in Kenya, the employment and 

income-creating benefits of the services were believed also 

to accrue mainly there (Hazlewood 1979:189). 

Another serious problem was the transfer 

which was introduced by the Treaty so as to allow Tanz ni 
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several plants le ving the other two countries with little 

room for xp n ion (M zzeo 1984:172). However, the 

distinction b w n th two types of industry was not so 

cl r-cut h r ionalization presumes. This led to the 

in ffici nt duplication of industries even in places where 

the markets clearly could not support the industries. 

(Hazlewood 1979: 1985). 

Another economic problem was that of infrastructure. 

A number of issues concerning transport, and the related 

issue of tourism, caused tension between the partner states, 

particularly Tanzania and Kenya (Mwaza 1979:25). 

For one the Kenya tourist industry benefited from 

access to the game parks of northern Tanzania. They were 

generally included in a circuit for Nairobi based tourists, 

using Kenyan vehicles. Although payments were made for the 

use of Tanzania's hotels and services, nonetheless it was 

strongly contended by Tanzania that she received only minor 

benefits from the traffic (Tibazarwa 1979). 

Secondly, a substantial road traffic dev loped betwe n 

K nya and landlocked Zambia crossing Tanzania. Th ben fi 

0 the trad accrued to Kenya wh re it 1mpo d co t on 

T nz n from th u 0 T DZ ni ro d by h vy v hicl 
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(Mwaza 1979). Tanzania eventually closed its border to 

Kenya's h avy v hicl s, 

closur (Tib z rw 1 79). 

3. Administrativ Reasons 

even before the general border 

The Treaty established a complicated institutional structure 

to administer and control the community. Ultimate control 

rested with the Authority composed of the three Presidents. 

It has been objected that the system relied too much on 

harmonious relations between the Presidents, and the control 

of the community collapsed when relations became bad. 

It is also true that even during the first few years the 

existence of the Authority seemed to deprive lower levels in 

the administration of the Community of initiative and of 

willingness to seek solutions to issues between the partner 

states by compromise (Hazlewood 1979:99). 

4 · Other Reasons 

Another fundamental cause of the collapse was foreign 

influence, mainly through the media which tended to m nify 

h political conflicts as well as to distort simpl 

rh oric 1 and polit1cal diff among th 1 d r 0 
rences 
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As can be 
) / n from th above discussion, there was no 
n 

J 

single c us of th h of the EAC, but rather a multiplicity 

of ailm nts, ch of which by itself could have been survived, 

but which tog th r were too much for the weakened body to bear. 

Since its collapse the major joint preoccupation of the 

three countries has been the liquidation and distribution of 

assets and liabilities. 

And as Hazlewood said, 

"While no doubt the liberal and hopeful days of the EAC are 

gone forever, its collapse should provide an invaluable 

lesson for successor regional cooperation arrangements in 

East Africa and elsewhere, particularly SADCC and the PTA, 

which appear to have assumed the role previously attributed 

to the EAC" (Hazlewood 1979: 169). 

~3.4 Lessons Learnt from the EAC 

An obvious lesson to be learnt is that without peace and 

tranquillity cooperation will not materialize, particularly where 

there are few member states. The EEC for example, has been 

successful largely because of the political stability prev iling 

Wi hin he members. As such, for the sake of economic progr 
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pursuing the issue of integration from the comparative advantage 

point of view will not b b n ficial if individual countries do 

not se m to b b n fi ing. What should be encouraged is 

id ntiflc ion of p cific areas of cooperation and enhancing 

them with vi w to each country benefiting. 

In addition, policy makers and business communities in one 

country should know overall planning and administrative machinery 

in other countries. 



The PTA i s r 1 t ' vely new economic cooperation arrangement 

amongst the countries of the Eastern and Southern African states 
' 

designed to foster sub - regional cooperation and integration. 

The organization which President Moi described as "an 

African creation with deep African aspiration" is meant to 

Promote trade and cooperation in all fields of economic activity, 

so as to raise the standards of living of the people in the 

region and foster closer relations among the member countries 

(PTA Treaty:4), and to contribute to the development of the 

African continent. 

Altogether, the area is fairly large. The PTA countries have 

a population of 172 million people with a combined GDP of about 

US$ 50 billion (PTA Diary 1989 ) . 

Zambia. 

~4.1 Historical Background 
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It has also funded studies since the early l9GOs that have 
reco 

mmend ed measures physical obstacles to trade to OV'rro m 

among t h <:! A f ric. n t f • s such as subregional c oop e ration 

the ECA, regional groupings tn Africa should be 
<'ornp · 

t'ls .d or · l rgc number of states in order to provide mark ets 
Of 

Sufficient size to ensure capacity pro duction in industry and 
Othe ' 

. r . sectot-s of the economy (Africa News fvl3r.28 l983:G ) . 

As such the ECA has worked toward the formation of four 
group. 

lngs that would encompass the entire African continent, wit h 
the 

exception of South Africa. 

Since 1970, when the ECA ministerial adopted a resolution 
entitle d A 

.De ·velopment 
Per-· 

lodically prop osed 

Strate~y for Africa in 1970s the ECA has 

intt>t· 
- national economic order for Africa. 

plans for the establishment 0 r a n f'~v 

The origins of the PTA can be lrar.ed to the determination of su 
Ccpn . f -~slve executive secretaries of the ECA to orce th pac of 
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~ rntion among African states in trade, transport and industry 
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As a first step towards trade cooperation, the ECA 

Conference of Min"sters held in Kinshasa, Zaire, in March 1977, 

created th MULPOCs. They were Eastern and Southern Africa, West 

Africa , North Africa, Central Africa, and the Economic Community 

of the Great Lakes Countries (Kibera & Waruingi 1988:235). 

In March 1978 in Lusaka, twelve states signed the 

Declaration of Intent and Commitment on the establishment of a 

Preferential Trade Area for Eastern and Southern African States 

as a first step towards the creation of a common market and 

eventually an economic community. 

The idea of economic integration in Africa was given 

stronger emphasis in the Organization of African Unity's Lagos 

Plan of Action (LPA) which was launched in 1980. According to the 

LPA, preferential trade areas were to be formed within the 

framework of the MULPOCs referred to above. 

by the end of 1984. 

This was to be done 

Thereafter a marathon series of meetings 

Su~~it Conference in Lusaka in December 1981, 

culminated in a 

where ten out of 

eighteen states signed the PTA Treaty and its 12 bulky protocols. 

In June 1982, again in Lusaka, the PTA was formally 

inaugurated. 

( Appendix I ) . 

Currently 15 members have signed the Tre ty 



in the process of forming the PTA. These included a series of 

discussions on fiv of the Protocols. The lack of consensus on 

the cont st d iss ues grew in part out of the asymmetrical levels 

of developm nt among the PTA states. 

Experience in other preferential' and free trade areas has 

shown that this leads to the more industrially advanced states , 
in this case and ~~mbabwe, not only running favorable trade 

balances against their less developed partners, but also treating 

them as captive markets for their manufactured goods (Hall 

l987:16). 

Because of reservations about the PTA, only ten of the 

twenty potential members signed the Treaty on December 21, 1981. 

The fifteenth member, Tanzania, did not sign the Treaty until 

March, 1985. 

From the above discussion it can be seen that although the 

idea of regionalism as a strategy for Africa's development is not 

new, the PTA was a sudden creation and its birth was not really 

Preplanned. In fact as Anglin (1983:79) puts it, 

h 

" ......... the PTA emerged only after an initial miscarriage, 
a frustrating period of apparent infertility, and 
eventually, a long and difficult pregnancy. In fac , towards 
the end, the weary midwives ight w 11 h v abandon d th 
attempt and aborted the birth if they had not b n 
ch ll ng d by th sudd n and un xp c d rriv 1 o . n lnf n 
in th form of SADCC." 
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~-2 Institutions of the PTA 

The PTA is to be managed at five levels of institutions 

clearly outlined in the Treaty. 

The supreme organ of the PTA is the Authority composed of 

the Heads of States and Government of the member states. It meets 

once a year on a rotating basis. It is responsible for the 

ieneral policy matters, and for general direction and control of 

the Performance of the executive function of the PTA 
' and is 

Ultimately responsible for the achievements of its aims (PTA 

Treaty,Article 6:7). 

The Council of Ministers is comprised of Ministers of member 

states in charge of trade and finance matters with PTA 

Portfolios. The Council meets twice a year on a rotating basis. 

It keeps constant review and ensures proper functioning and 

development of the PTA, and is in charge of making 

recommendations to the Authority on matters of policy aimed at 

efficient and harmonious functioning of the PTA (PTA Treaty 

Article 7:8). 

The Secretariat located in Lusaka, Zambia is he ded by a 
s cretary General and is responsibl for the d y to day 

• n n of the PTA. mb r states hav contribu d t ff wi h 

" . rtou xp r 1s 

n r d ( PTA r 

in th fi lds of gr · cul tur , indu y' cu 0 

y, r i c l 9 : 9 ) . 



The Tribunal of the PTA has not been formed (Kibera & 

Waruingi 1988:236), but there is a provision in the Treaty for 

it. It i to b staffed by various legal personnel drawn from 

member st tes nd will be responsible for the legal 

interpretation of the Treaty and regulation of disputes among 

member states (PTA Treaty,Article 10:11). 

The Co••ission is staffed by professionals and managers 

drawn from member states and is responsible for overseeing the 

implementation of the Treaty and the management of a series of 

committees with special duties (PTA Treaty,Article 11:11). 

~.3 Protocols of the PTA 

The protocols of the PTA are the modus operandi of the 

Sub-regional organization. They show how the PTA Treaty can be 

Put into practice by the member states. They show in detail the 

technicalities of complying with various articles and regulations 

Of the Treaty (Mutugu & Njiraini 1988:11). There are 12 protocols 

~hose provisions are outlined in the Treaty. 

Of particular importance to this study are ·-

- the Protocol on the Elimination and Reduc ion of Tr d 

B rri rs; 

- the Protocol on Cl aring nd p ym n Arr n m nt 
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as these are key to the liberalization and expansion of trade 

Within the PTA subregion. The other protocols are expected to 

have an imp ct in the longer run. 1 

Protocol on Reduction and Elimination of Trade Barriers 

on Selected Commodities 

This protocol establishes a Common List of products which 

Will be accorded preferential treatment when traded within the 

IDeiDber states. This list is classified into six categories , in 

respect of which, the rates of duties will progressively be 

reduced and gradually eliminated (PTA Treaty,Annex I, 

13:44). 

Article 

The initial approved Common List had 212 items and was 

Officially gazetted on January 31st, 1984. This list has been 

aiDended several times. The initial Common List as amended was 

increased to 325 commodities on July ls t 1985 and further 

increased to 332 commodities by December 1986. A further 

allendment in June 1988 brought the total number of commodities in 

the Common List to 420 at which it currently stands 

(PTA/AUTH/VI/3). 

---1. 1~-~~------------
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Protocol on Clearing and Payments Arrangements 

This protocol provides for the establishment of a Clearing 

House with appropriate machinery for payments, clearing and 

Settlements of transactions~ It is aimed at facilitating the 

~idest possible trade within the PTA (PTA Treaty, Annex VI, 

Article 22:117). 

In order to achieve the above goals, a PTA Clearing House 

has already been established in Harare, Zimbabwe with effect from 

February, 1984. It is housed in the Reserve Bank of Zimbabwe. 

Protocol on the Rules of Origin 

This protocol sets out the rules under which goods traded 

~ithin the PTA member states will enjoy preferential treatment. 

The Rules of Origin are an essential element in the 

i~Plementation of the Protocol on the Reduction and Elimination 

of Trade Barriers, as they determine which commodities will be 

(iven preferential treatment. In fact, their clearer 

Understanding and proper application are of utmost importance for 

i•Plementation of all other protocols on trade (PTA Tr ty, Ann x 

II • Article 15 ). 
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Rule 2(a) of the protocol states that: 

»goods sh 11 be accepted as originating from a member state 
if they r consigned directly from a member state to a 
consign e in another member state by enterprises which are 
subj ct to management by a majority of nationals and to at 
least 51 per cent equity holding by nationals of member 
st tes or government or governments of the member states or 
institutions, agencies, enterprises or corporations of such 
government or governme~ts» 

(PTA Treaty, Annex III, Article 15:62). 

Following the launching of the operational phase of the PTA 

on lst July, 1984, representations were made by some member 

states regarding the difficulties they had encountered in 

complying with the rule. Accordingly, in December 1984, the 5th 

Meeting of the Council of Ministers of the PTA directed that a 

study be undertaken immediately to see whether Rule 2(a) of this 

Protocol restricted intra-PTA trade (PTA/CT/GEN/3, Oct.l985:l). 

The study was carried out by the PTA Secretariat, assisted by 

Consultants from member states. However, the Council of Ministers 

did not reach a consensus on the recommendations made in this 

report • and called for a more detailed study to be carried t ou . 

It was also agreed that the report on the study be submitted to 

the 7th Meeting of the Council in December 1985, and if consensus 

Was not reached on this issue at that meeting, Council would have 

to refer the matter to the Authority for decision. This th y d ' d 
1 ' 

nd when the Authority met in M Y 1986 th y d cid d to u p n 

b protocol for fiv y ars and 1n th m op r und r h 

followin rul :-



i) Goods produced by the firms with at least 50% equity holding 

by nation ls would enjoy 100% preferential treatment when 

ii) 

exported to other member states. 

Goods produced by firms with 41 % to 50% equity holding 

by the nationals would ·enjoy 40% tariff concessions 

(preferential treatment) when exported to other member 

states. 

iii) Goods produced by the firms with 30% to 40% equity holding 

by the nationals would enjoy 30% tariff concessions. Such 

tradable commodities which appear on the common list must 

have a minimum of 40% value added. 

~4 Operations of the PTA 

The PTA Treaty established the PTA as a first step towards 

the establishment of a common market and eventually of an 

Economic Community for Eastern and Southern Africa States (PTA 

T~eaty, Article 29:23). The final step toward a common market 

•tatus was originally targeted at 1992. However the original 

t rg t for removal of non-tariff barriers and compl t t riff 

r duction has been pushed forw rd from 1992 to 2005 whi c h i mo r 

li t1c. ( H 11 1987 ) . 

Th ul i o 1, how v r, wi l 11 b PP o c h i n 
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»beginning with inter-linkages among the participating 
countries in those sectors amenable to quick results and 
building on success thus achieved to higher stages of 
economic int gr tion" (Weekly Review 25 Nov.l983:11). 

Therefore the major emphasis in the first stage is to be the 

Promotion of intra-regional trade, with secondary emphasis on 

expansion and harmonization of the agricultural and industrial 

sector that supply trade, and improvement of the intra- regional 

transport links that facilitate it (Weekly Review 17 Feb 

1984:24). 

As such, because the major emphasis of the PTA in its first 

state is the promotion of intra-regional trade (although there 

are many other aspects of the PTA) the major focus of this study 

is on subregional trade. 

~5 Need for the PTA 

Even though it has been held that the formation of the PTA 

~as quite accidental as mentioned in an earlier section, 

existence can be justified on several grounds. 

Although the PTA m mber states vary in number 
r p cts, they have all experien£_ed series of common f c 
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For one, the industrially advanced countries have 

experienced an ec onomic slow- down and this has affected the 

developing c ountri e s in that demand for their products have gone 

down. (S i dm n 1980:215). In addition the industrialized 

countries have reduced the amount of aid that they give to 

developing countries of which all the PTA member states are part 

and parcel of. 

Secondly, many of these countries have experienced severe 

natural catastrophes such as floods (Djibouti), droughts 

(Ethiopia), locust invasions and diseases epidemics, which have 

greatly lowered 

Mar.l987). As 

their 

such 

agricultural output (US AID Report 

industrial production has been indirectly 

affected because with less to export, these countries naturally 

have less foreign currency which is crucial to industrial 

development (Seidman 1980:38). 

This has been made worse in recent years, wh e n the world 

Prices for many primary exports from PTA countri e s hav e fall e n 
' 

While prices for petroleum and other produc ts c rucial for 

development have increased ( Todaro 1982 ) . 

In add i tion, the r e g i on h as co n tin u ed to mai n tai n 

ex t ra - reg i ona l trade l i nk s i nstead of i n tra-regio nal lin ks. Th is 
s wo r se n e d infrastructure b t ween th memb r 

a t s. 

The cons qu nc s o th se v nt r ObVlOU • h coun ri 

r now xp ri nc n h vy X rn 1 bur n w r n 

0 
lV 0 1 n n ov r 1 n d o ourc 



It is within this bleak outlook that the formation of the 

PTA should be s n as a mechanism for widening the choices 

availabl to 

developm nt 

ch of th member states to pursue their individual 

efforts and in this way, to strengthen the 

subregional economy as a whole. Enhanced intra-regional trade 

Would obviously be a step forward toward development. The PTA 

Offers the potential to allow industries to specialize and 

achieve large economies of scale and at the same time, 

the external funds constraints (Kibera & Waruingi 1988). 

relieve 

Indeed the PTA offers one of the best long-term options 

available to member states to get 

difficulties (USAID Report March 1987). 

~6 Achieve•ents of the PTA 

out of their current 

Although the PTA is a relatively new economic cooperation 

arrangement, 

PTA to date, 

areas. 

in summarizing the trade-related operations of the 

one can point to clear progress in a number of 

Trade transactions handled through the PTA Cl aring Rouse 

increased by 70 per cent in the 1 st Y ar over the prior 12 - month 

P riod, and the net settlements in h rd c urr nc y h v 
b n 

i ni ic nt1y r duced ( H 11 1987: 6 ) . 

0 



By far the most successful trade promotion enterprise to 

date has been th trade fairs one of which was held in Nairobi 

in S ptemb r 1986, at which, 

"over 1000 products from 800 companies of the sub-region 
were displayed, resulting in a potential business turnover 
of US$ 166,850,000" 

(Draft Report, FCCI/III/7:19). 

The second fair was held in Lusaka, Zambia in August,l988. 

These trade fairs may well continue to be the best means of 

Promoting sales until businesses find it economically feasible to 

invest in sub-regional advertising, sales forces and other means 

of marketing and distribution. As for the host countries Kenya 

and Zambia, the fairs proved very advantageous to them because 

trade with the other PTA member states increased considerably 

after the fair. Obviously, this was because of the increased 

awareness and exposure of the other goods to other PTA member 

states during the fair. 

Trade between member countries has increased considerably 

Since the operational phase of the PTA was launched in July, 

1984. Increase in intra-regional trade as a proportion of total 

trade has increased from 4 per cent in 1973-1980 to 6.5 per cent 
ln 1980-1985 period (The Standard 14 April 1987:2). 

The t ble below indicat s th t intr - r gion 1 tr d PP r 

0 be on th incr s from th t1 h PTA w in o ot1on. 
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0 Perational, and an increase of 4.9 per cent in intra-regional 

trade was record d in 1986. Further increases are therefore 

e~Pected (H 11 1987:46). 

l!9le 2.2 Intra PTA Exports & Imports 1980-19863 

in Millions of US$ 

Year 1980 1981 1982 1983 1984 

Exports 572.30 504.79 413.64 384.87 378.38 

llllports 558.49 517.07 525.10 445.93 433.97 

-------------------------------------------
Total 1130.49 1021.86 937.74 830.80 812.35 

% Change -9.6 -8.2 -11.4 -2.2 

1985 1986 

367.37 387.91 

432.25 452.58 
-----------
799.62 838.49 

-1.6 +4.9 

---------------------------------------------------------------
Source: 1MF Direction of Trade Statistics Year Book 1987 

PTA Payment Arrangement 

The PTA has also created the Unit of the Account of the PTA 

(U APTA) in which PTA transactions and settlements are recorded 

aod settled (PTA Treaty, Annex VI, Article 5). The PTA chose the 

lMF Special Drawing Right (SDR) as the basis of the UAPTA, 

Possibly to enjoy stability becaus of th bask m ch ni.sm 

(Mu ugu & Njiraini 1988:12). One of th b sic pr mis b hind 

-~------------------3. 'rh gur r xclu v o L o · ho n w 1 n 
l c . 



the creation of the UAPTA was to eliminate the need for "hard" 

currency in r gional trading. It was felt that the elimination 

0 f this r quir ment would encourage hard currency-starved PTA 

countri s to undertake more trading between themselves , and 

reduce overall foreign currency needs. 

PTA trade ideally was supposed to involve very little 

currency movement between the member states due to the 

Off-setting effects of both imports and exports (Mutugu & 

Njiraini 1988:13). This type of trade is some sophisticated form 

Of barter often referred to as monetized barter. 

Monetized barter has led to improved accounting practices in 

•ember states reserve and commercial banks with respect to 

foreign trade as it requires adequate book-keeping services to 

avoid lengthy and costly reconciliations. 

The PTA Trade and Development Bank; 

The PTA also established the PTA Trade and Development Bank 

in December,l985. Its headquarters are in Bujumbura, Burundi. 

The Bank will be providing loans to promote trade and development 

to the member states, as well as opening up new job opportuniti 

~hich would otherwise not h v b en pos ible ( PTA Tre y, Arti cl 

32:27). 



The political achievements cannot be overlooked as the PTA 

has improved relations between member states. For example, 

relations b tw e n Kenya and Tanzania are at their best since the 

Call pse of th EAC. While the cordial relations prevailing 

cannot all be attributed to the PTA, it must be noted that at 

least the PTA provides the conflicting countries with a forum for 

them to air their views. This is made easier by the fact that 

there are more member states than there were in the EAC. 

' Valuable experience has been gained as business firms have 

began to trade through the Clearing House. There has also been 

an attempt to create a database of information about the PTA 

Countries, where member states can exchange technical 

information, ideas and experiences on production and supply of 

Various commodities. 

In addition, the official PTA publishers are compiling two 

directories, one for business - the PTA Business Guide, 

for tourism - the PTA Tourist Directory. All hotels, 

and one 

0 Perators, shops and all 

~ith the tourist industry; 

region's commerce and 

tourist 

firms directly or indirectly dealing 

business prospects and information on 

industry can have their addresses 
~ 

Products and services entered into these directories. 

~ The PTA countries depend heavily on r -insur nee nd b c us 

th ir national mark ts are too m 11 to b r 11 h ri k h 

ore 

und rt k n by prim ry in ur r 
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ion y how v r no 

k 

1 

w· th 

lon 

th y h v 1n h p t b 

ov r - n ur h 

co p ny nown z p -

n 



is to be set up. The rationale behind the establishing of the 

Company is th t it will help the PTA countries solve the problem 

0 f inad qu t c p cities of domestic markets in the field of 

re-insur nee. Already the PTA countries are operating the yellow 

card insurance scheme, which enables motorists from member states 

to cross borders within the sub-region with their insurance 

covers (Daily Nation May 8th 1989). 

Kenya has now issued the PTA travellers cheques, which 

Promote travel and business in the region. She is the last state 

to do so (Daily Nation April 18th 1989). 

L..i.. 7 Probleas Facing the PTA 

The p~mp and fanfare with which the countries of the Eastern 

and Southern Africa sub-region received the establishment of the 

PTA when it became operational in July 1984 is over. Now, the 

fifteen member organization has to grope with the hard realities 

and Problems that have in the past ground operations of similar 

efforts at economic integration in Africa to a halt. 

been clearly outlined by Mutugu (November 1988). 4 

Lack of sufficient support of the PTA from 

Countri is one major proble . Countri lik Angol 

02: mbiqu and Seych 11 h v no cc d d to 

--------------------

These have 

som memb r 
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h Tr ty. 
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Mauritius has signed the Treaty but has for a long time 

threatened to pull out, charging that the PTA serves the interest 

of th 1 rg nd more developed countries in the region, 

Particularly Kenya and Zimbabwe, and disregards the interests of 

small and less developed members (Financial Review Nov.lO 1986). 

Such threats have adverse effects on potential members and also 

Provides food for thought for those countries which have not 

signed the Treaty. It is with this in mind that the Secretary 

General of the PTA Secretariat sent a "goodwill" delegation to 

Mauritius in 1988 to convince them of possible benefits of PTA 

llembership. The delegation was happy to report that Mauritius 

has now conceded and will host the next PTA Trade fair in 1990.s 

Some member states are skeptical about PTA because they 

Still remember the EAC, which collapsed because it was felt there 

~as inequitable distribution of benefits. This is still a major 

Problem in the PTA with Kenya and Zimbabwe accruing almost 90 per 

cent of the benefits (Financial Review, Oct.lO 1988:39). 

This lack of enthusiasm is also shown by the fact that some 

•e~aber states have lagged behind in the payments of their 

Contributions to the PTA (Mutugu 1988). 

The PTA also faces several economic problems. For one, 

tr nsport and communication links are seriously underd v lop d in 

r gion. Post 1 servic s ar 

ork. For x mple, t of n 
..... __ _ 
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Posted to New York from Nairobi to reach its destination than one 

Posted to Dar- s- S la m from the same place. And for one to place 

a call to Bujumbur from Mogadishu, the call has to be connected 

through th e London exchange! 

W ter, rail and road transportation are seriously hampered 

by lack of infrastructure. The little there is was largely 

developed by former metropolis colonialists and hence are geared 

toward extra-regional trade rather than intra-regional trade. 

This problem is worsened by the wide geographical proximity 

between several member states. 

The problems of inadequate infrastructure in the region is 

so serious that unless action on it is accelerated, increasing 

trade within the PTA region is not going to be possible. 

Lack of foreign exchange is a problem common to all 

developing countries. Although the creation of the UAPTA was 

•eant to solve this or at least reduce a country's foreign 

exchange requirement, there is still need for settl i ng the trade 

balances in hard currency every two months. 

Most PTA countries derive a large share of thei r GDP fr om 

the agricultural sector, wi th the ex ce p tio n of Botsw na, Zi mb abw e 

8 nd Zamb i a who have s i gn ificant mi n i ng s ec t o rs ; a nd Ma urit1 us 
' 

S Yc h ll e s, and Mozamb i qu e who ha ve l ot of co mm odt i t o ll 

A 
o o h rs , wh ile others b v no h1ng or v ry 1 · 
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Distribution of benefits accruing from PTA membership to 

multinational corpor tions who are in a better position to reap 

the b n fit of 'ntegration (Guy Martin 1979) is a serious 

Probl m in th PTA. The suspension of the Protocol on the Rules 

of Origin is evidence of this controversial issue. Despite the 

fact that this Protocol has been suspended for five years to give 

the affected countries (mainly Kenya and Zimbabwe) time to 

reorganize their companies equity structures, it is questionable 

Whether these countries can really do so in so short a time. But 

for how much longer 

this question no 

can the other countries wait? The answer to 

doubt is of crucial importance to all the PTA 

member states (but is beyond the scope of this study). 

As Cateora and Hess have observed, only 10 per cent of all 

African trade is intra-regional. Most of Africa's trade has been 

With other continents mainly because most African countries have 

Continued trading heavily with their former colonial powers. 

They do so because either they have little or no choice in that 

they can't find alternative markets for their commodities, or 

there is still a fair amount of exchange between these former 

•asters and their colonies in form of grants, loans, manpower and 

Other forms of capital. The African countries ar th r for 

8 ill dependent on these countries to a larg x nt. 



The PTA Budget, like the REC Budget is also a problem. Some 

member stat s p ci lly those with higher GNPs feel that they 

are contributing 1 rge amounts, while they have little or no 

commoditi s for export to the PTA region. Uganda for instance, 

feels that her contributions are used by others to their gain. 

The PTA also faces several political problems. For one, 

many of the PTA countries are members of other political, 

economic and social institutions such as SADCC, hence have 

divided loyalties and allegiances towards the PTA. 

As can be clearly seen in the EAC political stability of 

member states can very well determine the success (or failure) of 

a regional cooperation arrangement. Within the PTA some regimes 

are clearly politically unstable and, even though the PTA at 

least has a better footing than the EAC had, seeing as it has 

more members, 

Upheavals. 

it is still shaken by the effects of political 

Socio-cultural barriers are also a major problem within the 

PTA region. The countries within the region have diverse cultures 

and social backgrounds, in addition to the numerous languages 

3 Poken in the region. This makes cooperation more difficult as 
Seen in ECOWAS where for instance there are cultural difference 
b w n th anglophone and the fr nco phon m mb rs. How v r • i 
h b n h ld th t if one is d t rmin to p n r m rk 
l n u or cultur r but ll b rr r Th' n 1n h 



REc where the Belgi ns have a great variety of languages and the 

Dutch in N th rl nds who speak little else (Haallandia et 1 
a ' 

1972:12). 

Th PTA members have different standards and quality control 

requirements for products sold in their countries. This means 

that an exporter to the PTA must adopt at most fifteen different 

standards in order to sell to all member countries. Although 

this is an extreme case it could happen and if it does, it would 

be almost impossible for any one manufacturer to adopt such 

standards. If he decided to segment the market so as to stick to 

relatively close standards he is back to the problems of small 

•arkets. 

Traditional petty jealousies and ideological orientation are 

also a problem within the PTA as they hamper trade in the region. 

Many of the PTA countries rely heavily on the duties levied 

on exports and imports for government revenue. If the PTA 

achieves its objectives on the zero-tariff barriers these 

Countries stand to loose a greater part of their revenue and fear 

that it will not necessarily be compensated for this loss by the 

lower prices. Uganda is a good example. 

have as yet published the tariff rates. 

Th Council of Ministers of the PTA h 

udy to 'uod rt ke n an ly of h l 

b r iz t ' on proc on th co no 0 
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The issue is however still unresolved, and is causing a lot 

of apprehension to the m mber states. 

~4.8. Kenya and the PTA 

Kenya's economic requirements do not differ much from 

those of other PTA countries as outlined in an earlier section 

(see Section 2.4.5). Numerous events in the country ensure that 

this remains so. 

Agriculture is the mainstay of the Kenyan economy and thus 

a dismal performance in this sector adversely affects the rest of 

the economy as happened in the early eighties following the 

drought and, the general fall in world market prices. 

It is argued that Kenya's export sector has a potential of 

leading a role in Kenya's development strategy (Ikiara & Manandu 
' 

Nov 1985:2). Exports which provide stable and rapid growth of 

earnings play a dual role in the process of Kenya's economic 

development. Export earnings enable the economy to acquire 

Co-operant factors such as raw materials, fuel, spare parts and 

new capital equipment from foreign sources. They also enable th 

country to settle its extern 1 d bt oblig tions. 

K ny cono ic proble s r wor n wh n on look 

h xorbi ant popul 10n grow h r t (ILO por 1 85). 
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If she can find a way out of this economic crisis, Kenya 

must take advant g s soon as possible towards the long road of 

recov ry. Th PTA provides an opportunity for increasing 

intr -r gion 1 tr de and this would at least reduce the foreign 

debt problem. In addition, the PTA provides an opportunity for 
her to develop her industrial sector thus diversifying her 
0 Utput. 

These were her major objectives when she joined the PTA as 

has been reported time and time again. In fact Kenya has become 

the leading economy in the region especially among the northern 

PTA states and rendering economic patronage to a handful of other 

economies in the sub-region. Her share of the intra-PTA trade 

is, for instance ten times that of Somalia or Burundi and five 

times that of Ethiopia and Djibouti (Financial Review Oct 24 , 

1988). 

While this is an achievement for Kenya, 

been a major source of conflict with the PTA. 

the situation has 

Traits of strain 

already exist between Kenya and some countries. For inst nee 
• 

Kenya imports Shs. 1 worth of goods from PTA for very Shs. 6 

~Orth of exports to the same (Financial Review Oct 10,1988:39). 

As such, while sh nd vour to incr h r 1n r - PTA 
tr d K ny must b c r ful to nsur ha h do s no k 

0 h 0 h r p coun ri 0 h n h 'h 1' 
Co 1 p 
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Kenya has 

time th e PTA h s b 

been a net exporter in the PTA, throughout the 

n e xisting (Economic Survey 1988). However, 

the s i tu ti on 

Tabl l.l ). 

Position has 

w s no different before the PTA was set up (see 

The question therefore is, whether her trading 

improved with the onset of the PTA or would have 

been so despite the interruption made by the PTA. 

Kenya is fully committed to the PTA and is the largest 

contributor, paying 20 per cent of the PTA budget (The Standard 

Dec 2nd 1988). Whether this justifies her reaping most of the 

benefits, as has been alleged, she must be careful as she now 

appears to be threatening other PTA countries. No doubt she has 

a clear advantage in that she spends literary no foreign exchange 

on up to 10 per cent of her international trade - PTA trade 

represents about 10 percent of Kenya's total world trade 

(Financial Review Oct 24, 1988:39 ) . But whether this advantage 

has always been there is the question at hand and is the cor e 

Problem of this study. 

~ Questions Arising fro• the Literature Re v i ew 

Despite t he d i f fe r e nce s wh ic h exis 

0 b r attempts 

Po ibl to 

h p 

t region 1 cooper tion in th 

poi n t t wo co• o n conclu ion 

b ·w n th PTA nd 

Thir Worl t l 

wh ch m r 0 
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The first of these is the unequalizing tendencies which 

result from "the free play of market forces" in these 

arrang ments. This c n be seen clearly in the EAC where free 

access to wider markets led to a greater concentration of 

economic ctivity in the already more industrialized economies. 

Secondly, individual member states tend to look at the 

benefits of cooperation in the shorter term thus concentrating 

on the benefits at a national level rather than at a regional 

level. 

Thirdly, as has been held by many persons, Kenya's trade has 

increased considerably since the PTA begun. 

As a result, the following questions arose: 

(1) Has the PTA been more beneficial to Kenya than to the 

other member states as has been suggested? 

(2) Have the short term benefits of the PTA been 

significant to Kenya's intra-PTA trade? 

The first question was difficult to answer because the 

literature on the PTA is lacking in as far as the benefits 

accruing to individual member states is concerned. 

However to answer this question one must first d termine the 

xt nt to which Kenya has benefited from the PTA, and in h 

c • this study will b a first st p ow rd h n w r 0 

h · u ion. 

Tb c on qu on o r h b 0 h u y. 
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CHAPTER 3 

RESEARCH METHODOLOGY 

As mentioned in the first chapter, this study sought to 

~easure the impact that the setting up of the PTA had on Kenya's 

export trade and to forecast future trends for the same. This 

chapter deals with the research design which was used to meet 

these objectives. 

~ The Population 

The population of interest in the study consisted of all 

commodities that were listed in the PTA Common List as at 31st 

December 1986. This list contains 332 items (Appendix II). 

Because the export trend of one commodity or that of a group 

of commodities often bears little relationship to that of 

another, sampling was of little use. As such, except where it was 

not possible to do a census (see section 3.2 below), there was no 

sampling. 

The items listed on the Common Lis 

Ub - popul tions as follows :-

w r dtvid d in 0 
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- food items and live animals; 

lcoholic beverages and tobacco; 

- ·n dibl raw materials (except fuels); 

- petroleum products and related materials; 

- animal and vegetable oils and fats; 

- chemicals; 

- machinery and transport equipment; 

-other manufactured items. 

The last category includes manufactured items that have not 

been specified in any other category and consists of leather 

Products,rubber products, textile products, cork, wood and paper 

Products, non-metallic and metallic mineral products. 

The purpose of this categorization was to find out whether 

there are any significant differences between the export trends 

of each · of the sub-populations. It was felt that the impact on 

these categories differed for the following reasons:-

(1) most of the PTA countries are agriculture-based and hence 

trade on agricultural products between these countries is likely 

to be less significant than for manufactured or semi-manufactured 

foods (Mutugu 1988); 

(2) tariff concessions that were announced by the Secretary 

General in the beginning of the op ration 1 ph se of th PTA in 

allowed for great r cone ssion on c pi 1 ood 

• nuf c ur d con u r good nd int r di ood o promo 

n r - r on 1 tr on h ID ( p T nn K l, A l Cl 

). 
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~2 Sampling Proc dure 

Th only sub-population for which it was necessary to sample 

Was that of manufacturing items. This category had numerous items 

all of which could not be analyzed. Although there are only 163 

items in this sub-population as per the Common List, in the 

Annual Trade Reports these items were further sub-divided such 

that there were about 650 individual manufactured items to be 

examined. 1 

To decide on the appropriate sample size, the following 

formula was used 

n = 

2 2 
N z s 

2 2 2 
E (N-1) + z s 

~-------------------
X pl 
and t 

cco r 
w r 

in 
1 

where :-
N = sub-population size 

z = reliability factor 

n = sample size 

s = sample standard 

deviation 

R = maximum tolerable 

error. 

77 



In this study, the reliability factor was set at 95% and 

therefore z = .96 (Appendix I I I) . Since the sub-population 

stand rd d vi tion is unknown it was found necessary to use a 

sampl st nd rd deviation. To get this statistic, a pilot study 

~as carried out, where 50 items from the sub-population were 

Selected. The years selected for the pilot study were 1980 and 

1981 as these were the middle years for the period of interest in 

this study and it was felt that they were representative of the 

entire period. The standard deviations of the two samples were 

then obtained. The results obtained were:-

s = 6.4152 
80 

E(s) = ( s 
80 

+ s 
81 

s = 5.2488 
81 

) I 2 = 5.832 

Since the samples chosen for the pilot study were greater 

than thirty ( n>30 ) these sample parameters could be taken to be 

Unbiased estimates of the population parameters (Daniel & Terrel 

1983:128). 

The maximum tolerable error was set at 0.98 which is 

normally arrived at by dividing the reliability factor by two 

(Parson 1978:312). 

Applying the above st tistics, th appropri e 

d t rmin d a 

n 

ollows : -

1 3 X (1. 
2 

) 
2 

( . 32) 
-------------------------------

2 
(0. 8 1 2 (l. 

2 2 
) ( . 32) 

mpl iz 

7 . 0 



As such the ppropri t sample size was 75 units. 

To n ur th the sample was representative, the 

sub - popul tion w s stratified and the number of items selected 

from e ch strata determined as shown in the following table. 

~le 3.1 Determination of Items to be Selected from each Stratum 

of the Manufactured Items Category 

'l'ype of product 

(based on materials) 

No. of items 

(Common List) 

Number 

Selected2 
Rounded 

----------------------------------------------------------------

- Leather 12 5.52 6 

- Rubber 13 5.98 6 
- 'l'extile 29 13.34 13 

- Cork, Wood & Paper 36 16.56 17 

- Non-Metallic mineral 33 18.40 18 

- Metallic 40 15. 18 15 

-------------------------------------
Total 163 74.98 75 

===================================== 

... _ 
------------------2 . 

o. 0 

n ub-c or 
d = --------------- 1 
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The sample units were then selected from the sub-categories 

Using random numb r tables (Appendix IV) against the SITC Codes. 

For the it m s l cted, the export earnings in Kenya shillings to 

the PTA countries were totalled and this total assumed to be 

representative of the entire population, and therefore used for 

the analysis of this category. 

~.3 Data Collection Methods 

This study made use of both secondary 

However, secondary data was the main source. 

a) Secondary Data 

and primary data. 

Data on actual exports between Kenya and other PTA countries 

for selected commodities for the years 1974 - 1987 inclusive, was 

obtained from the Annual Trade Reports for Kenya, prepared by the 

Customs & Excise Department of the Ministry of Finance. For 

Purposes of this study, only those countries that have signed the 

Treaty were considered. 

The Trade Reports show Kenya's external 

i Ports from and exports to all countries of th 

trade , that i 

world th t K ny 
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In this study, only the Kenya shillings value was used 

because n ggreg te of the exports was necessary to measure 

the imp ct. 

denom ' n tor, 

A such, it was necessary to use a common 

such as the monetary value, in order to make the 

aggregation possible. 

It was felt that as the· study set out to measure the actual 

impact of the PTA on these commodities, it would be better to use 

the aggregates as opposed to averages. However, to make the data 

•ore manageable, the totals were converted into thousands of 

Kenyan Pounds (where l Kenyan pound= 20 KShs.). 

b) Priaary Data 

Although secondary data provided the main source of 

information in assessing the impact of the PTA on Kenya,s export 

trade, it was not sufficient to conclude that any differences in 

trade for the period under consideration could be freely 

attributed to the PTA. As such more information was required to 

assist the researcher to carry out a systematic in-depth inquiry 

into the present and future trends of each category. 

This was obtained using an interview guide (Appendix V). 

Personal interviews were held with three people who 

Considered to have consid rable knowledge on PTA rad 

were 



~4 Data Presentation and Analysis 

Th i mp ac t o f the PTA was tested largely by applying 

comp r tiv n lyses . F i rst, data collected on export earnings 

for the def i ned categories was totalled and graphed for the years 

1974 to 1983, this being the base period for the generation of 

forecasts. This was done using the LOTUS 123 personal computer 

Package. The years were displayed on the x-axis, while the export 

earnings were on the y-axis. The graphs are presented in the next 

chapter (see Figures 4.1A to 4.8B). 

1974 was chosen as the base year because this is when the 

adverse world economic environment became apparent in the overall 

Performance of the Kenyan economy (Economic Survey 1981). In 

addition, since the forecast periods were relatively short, it 

~as felt that the base period need not be unnecessarily long. 

The graphs revealed that Kenya's export trade is quite 

erratic and hence the model to be used in generation of the 

forecasts should take this factor into account. 

The forecasting technique that was found to b e mos t 

appropriate was Exponential Smoothing. Th i s mo d el i s a v ai l a b le in 

the STATGRAPH I CS mi c ro-comput e r pac k a g e , wh ic h is a un ique 

P r on 1 c omput e r softw r e i n te gra ti ng a wid v r i y of 

ic 1 fun ctions. Th i tec h ni u 19 u d for rm 0 

r n f or c st wh r r o p io 0 p r1o r 

c. In di on h r 0 c ho h ou 
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statistics are invariably influenced by inflation, devaluation, 

These exogenous factors are expected and other conomic f ctors. 

to continu into th forecast period, ceteris paribus. Because 

expon nti 1 smoothing considers all past observations in 

Predicting future movements, the effects of these exogenous 

factors were automatically taken care of in the predictions. 

A weakness of exponential smoothing is that it fails to 

capture cyclic and seasonal sources of variation. However, 

because the study deals with annual figures, the cyclical and 

seasonal sources of variation have not been isolated. 

In this method weights given to past observations are not 

constant 
' 

rather, they decline exponentially so that more recent 

observations get more weight than earlier values. No observation 

is ever completely discarded in the exponential smoothing model, 

that is 
' 

each new forecast takes into account all past data, 

including forecasts already generated. 3 

For proper use of this model, there is need to select a 

8 •oothing factor- alpha (o<), which determines how much weight 

~OUld be given to the more recent observations as they are more 

influential on current period earnings than past earnings are. 

The smoothing factor assumes a value between 0 and 1. 

~~------------------3. th or h , 
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In this study, the choice of the smoothing factor was based 

on the mean qu r d rror (MSE) - that is the "best" value for 

this f ctor w th on that gave the minimum MSE. It is assumed 

that th curv that minimizes the errors, gives the best linear 

Unbiased estimate (Daniel & Terrel 1983). Once the MSEs were 

Calculated and the "best" smoothing factor selected for each 

category, the "best" fit smoothing curve was fitted to the data 

and forecasts for the period 1984-87 were obtained. 

The predictions obtained were then plotted on the graphs 

Showing Kenya's actual export trade for the years 1974 to 1983. 

These predictions depict what Kenya's export earnings would have 

been in the period assuming the interruptions made by the PTA had 

not taken place. The actual export earnings for the period 

1984-87 were then super-imposed onto the graphs for comparison. 

The null hypotheses were that there is no significant 

d" lfference between actual exports and the predictions obtained 

for the following categories:-

- food items and live animals; 

- alcoholic beverages and tobacco; 

- inedible raw materials (except fuels); 

petroleum products and rel ted mat ri ls; 

- animal and vegetabl oils nd f s; 

- chemic ls; 

- m ch·n ry nd r n por u n 

-o h r n c ur 



Chi-Square tests were then used to test whether there were 

any signific nt diff rences between the actual export earnings 

(sample l) 

1984 -87. 

nd th pr dieted exports (sample 2) for the period 

Th t st on the difference between the two samples was 

Conducted t the 95% confidence level. In both samples there were 

only four observations, that . is, one observation per year for the 

Years 1984 to 1987 inclusive. Because the number of observations 

in all the cases was less than 30, it was found necessary to use 

the t-test for the hypothesis test procedures (Boyd et al 

!988:523). 

A rejection of the null hypothesis thus implied that the PTA 

has had a significant impact on the export earnings of the 

Category under consideration. 

On the other hand, if the test resulted in a failure to 

reject the null hypothesis, then it implied that there was not 

enough evidence to conclude that the PTA has had any impact on 

the export earnings of the category under consideration. 

For those cases that the null hypothesis was rejected at 95 % 

level of confidence, a similar test was carried out at 99% level 

Of . Confidence. If the null hypothesis was still rejected at thi 

level, then the implication was that the impact of th PTA on th 

~Port earnings of that cat gory w s highly igni ic nt. 

Th r st of h an ly is dd r s d i 0 h <:on 

Obj ct v 0 th s udy - th p d ' c ion 0 u ur nd 0 
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1992 was chosen as the end of the forecast period because it 

is in that year that the suspension of the Protocol on the Rules 

of Origin nds. Th reafter, trends will depend largely on whether 

this suspension is lifted or extended. 

The same method of analysis as was used before - exponential 

9•oothing was used to . obtain these forecasts. The only 

difference was that for the 5-year forecasts (1988 to 1992) the 

base period was extended to 1987, that is, the latest year for 

~hich actual export earnings data was available. The base period 

therefore covered 14 yearsas opposed to the 10 years used in the 

earlier forecasts. The smoothing factors used were also selected 

on the basis of the MSE as before. Graphs showing the forecasts 

for this period were also drawn. 

The detailed data analysis and findings are presented in the 

next chapter. 



., 

CHAPTER 4 

RESULTS 

The thrust of the analysis in this study was to assess the 
illlpact 

being 

same. 

study. 

tables. 

the PTA has had on Kenya's export trade since it came into 

in 1984, and to forecast trends for the future for the 

This chapter presents and discusses the findings of the 

The data collected is presented by use of line-graphs and 

As mentioned in the chapter on methodology, exponential 

smoothing was the technique used for the analysis, and the 

necessity of the smoothing factor elucidated. It is important 

that the smoothing factor is given before one examines the 

results because a different factor leads to different forecasts 

~hich may indeed result in different conclusions being drawn. 

As such the smoothing factors (ex) used in the tudy are 

iiv n in the table below. 

7 



!.able 4.1 Smoothing Factors ( o<) Used for Various Categories 

--------------------------------------------------------------

~egory 

l. Food items & live animals 

2. Alcoholic beverages & tobacco 
3 · Inedible raw materials 

4. Petroleum products 
5 · Animal & vegetable oils 
6 · Chemicals 
7 · Machinery & transport equipment 
8 · Other manufactured items (NES) 

Smoothing Factor 

1988-87 1988-92 
predictions 

0.2 

0.1 

0.3 

0.3 

0.1 

0.3 

0.1 

0.3 

Predictions 

0.2 

0.2 

0.2 

0.4 

0.2 

0.2 

0.1 

0.2 
----------------~-----------------------------------------------

Table 4.2 shows the actual export earnings for the base 

Period as summarized by categories. Using the smoothing factors 

given in Table 4.1 in combination with the actual exports shown 

in Table 4.2, forecasts for the period for which the impact of 

the PTA is to be assessed (1984-87) were generated. The actual 

e~Port earnings for the same period along with the generated 

forecasts are shown in Table 4.3. 

For each categor)j a t - tes t w s carri d out, the r ul of 

hich r shown in T ble 4.4. Th pl ch h d our 

Ob rv ion wh1ch r hown n h co u n 0 bl . 3. 



( 

f 
(1974-1983) Table 4.2 Kenya's Export Earnings fran PTA Cou1tnes 

( in 'OOOs of K£s 

1974 1975 1976 1977 1978 1979 1980 
( 

Food itans and 1,526,837 762,940 759,576 3,831,681 2,799,&76 4,110,913 2,398. 3. 
( live anirrals 

Alcoholic beverages 23,125 36,404 300,523 510,090 354,089 &22,752 1,389,205 31. 
~ and tobacco 

Inedible raw rraterials 318,246 109,018 87,907 194,688 373,138 298,24& 5&9, 787 715,677 
( (except fuels) 

Petro leun prodx:ts 5,307,213 6,765,309 5,069,219 36,396,196 26,035,242 28,277,437 54,8 5,080 58, 
( and related rraterials 

Anirral and vegetable 88,311 523,146 776,200 161,016 65,739 220,170 19&, 73-l 293, 
( oi ls and fats 

Chanicals 1,444,479 1,258,763 2,387,793 5,518,028 3,148,270 &.1&7 ,205 7,929,281 7,2&2,073 

M21ctnnery and eq .. lit:ment 20,450 31,793 10,588 120,871 98,123 50,653 &e.438 1,37 ,5 9 

other !T1!11"Ufactured i tans 834,714 965,609 1,184,253 1,710,944 1,627,815 2,893,519 3,512,888 

l'OTAL 9,563,375 10,452,982 10,576,059 48,443,514 34,502,092 42,640,895 70,958,2&7 
==================================================-

( 

( 
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Food items and 
1 ive animals 

Alcoholic beverages 
and tobacco 

Inedible raw materials 
(except fuels) 

Petroleum products 
and related materials 

Animal and vegetable 
oils and fats 

Chemicals 

Machinery and eQuipment 

Other anufactured items 

Tocal - actual exports 

To al - pred1cted exports 

Table 4.3 : Kenya's Export Earnings from PTA Countr1es (1984-1987) ------------------------------------------------------------------in 'OOOs of K£s 

1984 

6,198,753 
(6,496,330) 

156,432 
(490,731) 

2,061,936 
( 1 • 523. 250) 

74,962,478 
(85,015,200) 

258,454 
(203,480) 

11,290,839 
( 1 2. 7 71 • 900) 

447,667 
(413,014) 

6,735,106 
(7,414,920) 

102. 111 • 665 

(114,328,825) 

1985 

6,326,184 
(7,289,470) 

3,894,549 
(521 ,183) 

2,712,354 
(1,835,040) 

62,924,141 
(96,271,000) 

338,118 
(205,886) 

14,759,145 
(14,504,800) 

202,169 
(445,471) 

11,765,918 
(8,494,270) 

102,922,578 

(129,567,120) 

198(1 

11,441,787 
(8,130,020) 

3,027,753 
(552,408) 

3,149,330 
< 2. 1 15. 1 eo> 

61,387,487 
( 1 08. 186. 000) 

288,600 
(208,248) 

16,397,508 
(16,350,700) 

1,147,355 
(478,903) 

13,606,557 
(9,646,150) 

110,426,377 

(145,727,589) 

1987 

10,231,981 
(9,017,980) 

3,740,380 
(584,405) 

4,744,82(1 
(2,543,820) 

42,272,708 
(120,782,000) 

212,500 
(210,588) 

14,178,080 
(18,309,500) 

2,014,248 
(513,309) 

11,231,542 
(10,870,800) 

88,828,203 

( 162,81 1,980) 

2. 04,774 
(537. 2) 

2 4,4 
(207,045) 

14. 1 se ,3 
( 5,4 4,225 ) 

52, 60 
(482, 74) 

10,834,78 
( • 06,4 

101,02 • 70 

(138,10 ==========================================================================-==-= 

) 

) 

) 

) 

404 , 



Table 4.4 : Results of the Two-Sample Analysis for Testing the --------------------------------------------------------------Difference Between Actual and Predicted Exports -----------------------------------------------

CATEGORY 

Alcoholic beverages 
and tobacco 

Inedible raw materials 

<except fuels) 

Petroleum products 
and related materials 

Animal and vegetable 
0 ils and fats 

Chemicals 

~achinery and equipment 

0ther manufactured items 

COMPUTED 
t-·va 1 ue 

' 2.49033 

1.19888 

-4.11881 

2.5502 

-0.83089 

1.20411 

1 . 05582 

DECISION DECISION 
on HO on HO 
(o<= 0.05) (0(= 0.01) 

Reject Accept 

Accept 

Reject Reject 

Reject Accept 

Accept 

Accept 

Accept .... _ 
-------------------------------------------------------------

Lastly, forecasts for the future were generated u ing th 

••ooth1ng factors also shown in Tabl 4.1, an xpo t rnin s 
( c u 1) for the ye rs 197 to 1987. Tb for c ob 1n r 

hown 1n T ble .5. 
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Food items and 
live animals 

Alcoholic beverages 
and tobacco 

Inedible raw materials 
(except fuels) 

Petroleum products 
and related materials 

Animal and vegetable 
oils and fats 

Chemicals 

Machinery and eQuipment 

Other manufactured items 

TOTAL 

Table 4.5 : Kenya's Export Earnings from PTA Countr1es (1988-1992) ------------------------------------------------------------------in 'OOOs of K£s 

1988 1989 1990 1991 2 

11,652,800 12,953,500 14,322,100 15,758,500 ,262, 00 

4,014,090 4,611,740 5,24-4,040 5,910,990 6,6 2, 00 

5,677,740 6,91"2,980 8,268,650 9, H-4, 770 11 ,34 ,300 

32,570,500 17,051,700 10,735,600 8,053,000 6,143,600 

265,993 272,663 279,422 286,272 2 3.2 2 

17,442,900 18,972,200 20,562,900 22,21-4,800 23. 2 ,100 

1,118,320 1,210,990 1,306,500 1,-404,850 1, 06,050 

13,373,800 14,358,400 15,309,700 16,227,700 17, 2,-400 

86. 116. 143 76,344,173 76,028,912 79,600,882 0 ========================================================================·=·= = 
3, 



tl__rood Items and Liv 

Th richn in h variety of Kenyan exports to the PTA 

countri s for this c· 

lhr 
oughout he ye rs 

gory was clear from onset, and prevailed 

under consideration. Kenya exports a wide 
v 0 

ariety of food items and live apimals covering most of the items 
in 

the Common List. 

Broadly, these could be grouped into:-

i) food items in their primary form e.g. grain, 

fruits, vegetables and live animals: 

ii) processed food items e.g. dairy products, juices, 

frozen foods. 

The first group had several items, but the variety did not 

over time. On the other hand, there were fewer processed 

in the earlier years ( 1974-1983 ) , but the range increased 
her eafter. 

fr-o ... 
"' 1974 to 1987. 

Figure 4.lA shows the movement of the items in this c~tegory 

The movement over the years was found to b~ 

c, but showed a gener3l r1se. Therr wap a consider3ble drop 

xpor of thes items 1n 198 -85 . and this could b 

to he drough Keny f c d in 1984, he ff cts b ing 

on into l9R5. 



KENYA'S EXPORTS TO P.T.A. COUNTRI 
Fig. 4.1A: Food Items & Live Animals 
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However, despite the poor performance in the agricultural 

sector in thes y ars, there was a great increase in the exports · 

to the PTA countries in 1986 and 1987, resulting in a higher 

amount b ing exported than was predicted as seen in the graph. 

Results of the t-test Table 4.4 show that the null 

hypothesis ( HO ) was rejected at 95% level of confidence. This 

implies that there has been a significant increase in Kenyan 

exports of food items and live animals to the PTA countries over 

the period 1984-87. As shown in Table 4.3 the total for the 

actual exports is higher than that obtained for the predictions. 

If this is used as a measure of the impact, then it can be said 

that PTA has led to an increase of 4.4 Billion Kenyan Pounds for 
this category and from the hypothesis test results, this impact 
can be said to be significant. 

Suggestions for the seemingly significant impact of the PTA 

on food items and live animals are numerous. 

For one, Kenya is predominantly an agricultural country, and 

it is not a suprise that she exhibits such a wide variety in her 

exports for this category. For a long time, the development 

Process of the country has concentrated on the agricultural 

sector. 

The increase in the variety of process d foods can b 

ttr1buted 

ny h 

coap r d 0 

to the general improvem nt of h r indus ri 1 

rel tively w d v lop d 1ndus 

h oth r PT ab r n p oc 00 

c or. 

ctor 

b l 



a product of the industrial sector, are bound to improve in 

quality and variety over the years. The PTA region provides a 

ready mark t for these products and it is on these items that 

Kenya should mph size on. 

Neverth less, although she may be a leader in this 

category, the benefits accruing to her may not last for reasons 

given below. 

Most of the other PTA member states are also predominantly 

agriculture based, so, while the market may appear lucrative for 

the short run (because of her dominance in the industrial 

sector), in the long run, when other PTA member countries have 

Uplifted their industrial sectors, Kenya will have a smaller 

aarket share. For example, very few of her exports go to Zimbabwe 

Which also has a well developed industrial sector - probably the 

most developed in the entire region. Most of Kenya's export of 

these items go to Uganda, Tanzania, Somalia, Ethiopia, Rwanda and 

Burundi. 

Many African countries are now attempting to achieve food 

self-sufficiency, and although many of them are still far from 

target, their efforts to achieve this objective may limit Kenya's 

•arket. 

Agricultural commodities are usually highly perish ble, and 

unless proper care is t ken in the h ndling, toring nd 

r nspor ing of the e com oditi s, tb Y o t n po 1 quickly. 

Un one firs nd vours to n ur 11 h v n cul 1 



are functioning properly, then even if a potential market exists , 
it cannot be serviced and hence is useless. This is a serious 

Problem in Africa, and indeed within the PTA region. 

Keny 

These 

lso f ces serious problems on 

problems include shortage 

the production 

of exploitable 

side. 

land; 

deteriorating quality of the little exploitable land there is 

because of ill-use or re-use; existence of "telephone" farmers· 
I 

ever-changing and unpredictable climatic conditions and the 

Persistence of many small-scale farmers to produce for local 

consumption only. As such, she may well have reached her peak and 

Unless these factors are considered seriously, it is doubtful 

that her export earnings will increase significantly in the 

future. 

Kenya also has to service world market quotas before she can 

turn to the PTA region. The world market fetches better prices 

and a relatively stable market for her produce such as tea and 

Coffee. 

Lastly, there is the issue of food items being basic 

necessities. As such PTA members may have been purchasing 

foodstuffs from Kenya for a long time, and will continue doing so 

because they need these basic life-s ustaining goods, whether the 

PTA was there or not. It would therefore be wrong to ttribute 

tbe increase to the PTA. 

7 



Hopefully, the newly formed Government Ministry of Arid and 

Semi-Arid Wastelands Reclamation will work out ways of increasing 

the country's agricultural potential, and then the growing PTA 

~arket used s b sis for export of the increased output. 

In addition, there is the issue of seasonality of 

agricultural products. Even if the market gets saturated, there 

are many products that grow · in different seasons in different 

Parts of the region. The PTA can be used to harmonize these 

differences such that when a product goes out of season in one 

country, for example, it can be supplied by another PTA member 

state having the product in season. The Government can on behalf 

of businessmen, cooperate with other countries through the PTA to 

harmonize production so that the shortages are avoided and 

surpluses are re-directed to needy countries. 

At the 99~ level the same test failed to reject the null 

hypothesis indicating that the actual exports are not 

significantly different from the predicted exports at this level. 

The PTA directorate should place emphasis on the processed 

foodstuffs and also on food items that have different seasons in 

Various parts of the region. 

In conclusion it can be said that although the PTA has had 

a positive and significant effect on food items and live animals , 
the sector could have done fairly well without the PTA. Howev r 

th re is a potenti 1 mark t or K ny n produc t 1n th PTA 

r lion, p rt · cul rly in th hor run. 
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Fig. 4J8r Food Items &. Live Animals 
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With coordination of effort between all the member states, these 

benefits could be extended into the longer run. Forecasts for the 

Period 1988-92 r shown in Table 4.5, and drawn in Figure 4.1B. · 

From th gr ph, it is clear that although the earnings of this 

category are expected to increase steadily, the Government must 

put in some effort as discussed above, to ensure that this is so. 

!.2 Alcoholic Beverages and Tobacco 

This category included such items as beer, wines and 

spirits, cigarettes and tobacco. Although it does not exhibit as 

Wide a variety as that of food items, there was a slight increase 

in the product mix with the introduction of wines and ciders in 

the late 70s and a dramatic increase in the variety of whiskeys 

and other spirits in the 80s. However, the export earnings were 

obtained largely from the export of beer and cigarettes. In fact 
' 

exports of beer were by far the largest, and the growth of this 

category mostly being attributed to its export. 

Figure 4.2A shows the movements of this category's earnings 

from 1974 to 1987. Just like for the food items, the movement 

Were quite erratic for alcoholic beverages and tob ceo, but in 
tb 1 tter cas ' 

it i dif icul 0 d pict n r 1 tr n 
p r icularly n th rli r y (197 - 983 ) . Th w how v r 

r • ic ncr n xpo rn n 0 1 0 l 7. 

.00 



K£/vYA'S £X'PORTS TO P.T . . CO 
Fig.4.2Ar Ncohollc Bever ages & Tobacco 
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Because of the relatively lower exports experienced before 
1984, the predictions made for the period 1984-87 are also quite 
low comp red to the actual exports for the same period. Table 4.4 
shows th t th null hypothesis was rejected at 95% level. This 
implies th t there is a significant difference between the two 
samples. 

As shown in Table 4.3 the total for the actual exports is 
much higher than that obtained for the predictions. The absolute 
change is therefore 11 Billion Kenyan Pounds for this category 
and from the results of the hypothesis test results, this impact 
is significant. 

At the 99% level the t-test failed to reject the null 
hypothesis indicating that the actual exports are not 
significantly different from the predicted exports at this level. 

However discussions revealed that although the t-test 
results imply that the increase is attributable to the PTA, there 
is not enough evidence to do so as there are other factors that 
should be taken into account. 

The opening of the Kenya - Tanzania border in 1985, and the 
general improvement of political stability in Uganda around the 
same time, led to a significant increase in imports from Kenya _ 
p rticularly beer and cigarettes - by these two countries. Whil 

t •ay be argued that such events should hav l d to th l.ncr- a 
Of •o COIIIIOditi s and not ju t lcoholic nd ob ceo 
Product it aust b r • ab r d th th r m n 
n d no n c rily b purch On h 0 h r 

02 



hand, these countries must feed their people whether there is a 

War or not! As such, the effects of the events mentioned above 

are expected to b minimal as far as basic necessities are 

concern d, but sign"ficant for luxury items. 

As for the future trends for this category, it was the 

(eneral feeling of those interviewed, that although there has 

been a significant increase in the exports since the onset of the 

PTA this is not expected to continue. Kenya's efforts to 

increase her export trade for this category through the PTA is 

bound to face some difficulties outlined below. 

Almost all countries have set up or are now setting up a 

brewery of their own, so Kenyan exports will be limited to places 

Where the local breweries cannot satisfy the domestic market. For 

example, 1976 saw the Uganda Breweries nationalized by the then 

Aain Government, and it temporarily ceased to be an active 

subsidiary of the East African Breweries Ltd. until 1984 when it 

Was repossessed under the Obote Government. The now defunct East 

African Breweries Ltd. was trying to revive the operations at the 

Port Bell brewery to their pre-Amin level. This definately 

reduced Kenya's market share. 

The market is also made smaller by the existence of 'local' 

br ws, som of which are ~llegal. Beer drinkers com from all 

w lks of life - rich and poor, 

low r incom gen r lly purch 

b oc or tr d . · on l br w · 

old and young - bu th on 

th ch r br w , h 

Wlth 

b 1n 

0 



The Kenyan Government derives alot of revenue from the items 

in this category. As such, if one has to export, they still have 

to pay th xcis tax to the Kenyan Government and customs duties 

to th importing countries' governments, to the extent that they 

end up b ing higher priced, and hence are less competitive 

especi lly with so many breweries coming up. 

Another problem is that of the tariff rebate. As these items 

are luxury goods, the reduction in tariffs and other charges of 

equivalent effect is only 10%, the lowest in the PTA Common List 

Tariff Reductions. As such, the companies concerned prefer not to 

Use the PTA arrangements. For example, The Kenya Breweries 

Limited is exporting inputs such as bottles and malt to various 

PTA countries including Zimbabwe. In such trade Kenya Breweries 

does not use the PTA clearing arrangements because they would 

disqualify it from the 25% gain on each shilling's worth of 

it can earn under the export compensation scheme. In 
Contrast , under PTA preferences it only obtains a 10% tariff 

t'ebate. 

Even if Kenya had the potential market within the PTA 

she must consider the nature of the products in thi 

Category. They are bulky, and because of the delicate n ture of 
bottles used to contain most of thes it II th y r of high r 
ti k. All this add to the freight cost and h nc would k i 
n Xp ns1ve COIIIIOdltY to expor 

v rth le s , d p h • ny c 1 u ov • 
h r i i l roo or prov • D . 0 



The main ingredients for beer are hops, sugar, yeast, and 

added carbonation. The yeast and hops are mostly imported and 

these add to th costs of the product significantly. Kenya 

Breweri Limit d i now experimenting with the growing of hops 

in th Rift V lley. If successful, the cost of the product may go 

down and give Kenya a price advantage over the other countries 

which would not be able to grow the hops. 

The Kenyan brewery is by far the most developed in the 

region and therefore should be enjoying the benefits of economies 

of scale. As such, even if other countries are setting up their 

own breweries, she can still be a leader in the region. 

As far as the cigarettes are concerned, 

wholly owned by a multinational corporation 

the product is 

the British 

American Tobacco (BAT) Company. This company operates on the 

basis of market segmentation with its sister companies. For 

example BAT-Kenya cannot sell its products to Somalia or Djibouti 

as they are serviced by BAT-London. This is a major handicap for 

•ultinational firm suppliers and although it has been singled out 

as an explanation for this category, it is likely to affect most 

•ultinational corporations operating in the PTA region. 

With these factors in mind, forecasts for the p riod 1988 to 

1992 were made for the export earnings of this category s hown 

in T ble 4.5, and these are depict d 1n Figur 4.28. Althou h th 

r nd xp ct d hows a gen ral r ov r h Y r ' h r of 

row h i no xp ct d to b a h th h t xp r nc 0 

1 8 0 1987. 

0 
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~3 Inedible Raw Materials (Rxcept Fuels) 

Thi c t gory included such items as animal skins, oilseeds 
' 

Wood and logs, 

Plaiting, ston , 

n tural fibres and vegetable material for 

lt, and metallic wastes. 

Figure 4.3A shows the movements of these items from 1974 to 

1987. Unlike the movements exhibited for the categories already 

analyzed, the movements in this category were not erratic but 

Were smooth over the period, showing a gradual increase over the 

Years. 

The predictions made for the period 1984 to 1987 are lower 

than the actual exports as shown in Table 4.3. The null 

hypothesis was not rejected at the 95% level of confidence as 

outlined in the results of the t-test in Table 4.4. This means 

that there is not have enough evidence to conclude that the PTA 

has made any difference in the export earnings of this category. 

07 
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This is because, compared to other PTA member states, Kenya 

is less endowed in mineral resources. Except for Djibouti, 

and Somalia which have small and Mauritius, Rw nd , Seychelles 

non-str t gic m· n r l for industrial development, other PTA 

memb r countries possess large deposits of key minerals, most of 

Which however lie unexploited as shown in the following table. 

~ble 4.6 Mineral Resources of Eastern and Southern Africa 

------------------------------------------------------------
BURUNDI 

ETHIOPIA 

LESOTHO 

MALAWI 

SWAZILAND 

TANZANIA 

UGANDA 

ZAMBIA 

ZIMBABWE 

Nickel 

Potash and Copper 

Coal, Peat and Diamonds 

Uranium, Bauxite and Coal 

Asbestos and Coal 

Diamonds, Coal, Iron Ore and Natural Gas 

Copper and Limestone 

Copper, Cobalt, Lead, Zinc, Tin, Gold, 

Phosphates and Salt 

Asbestos, Chrome, Copper, Coal and Gold 

~ ------ - - ------------------------------------------------------

Source: Progress Report by Ik1ara & Manandu, ov.l985 pp3. 

0 



Kenya therefore h. s little to export in this category. In 

fact, sh~ may ind . b n~t importer as far as this category is 

Cone rn . d. go J p r ion of her exports in this category are 

dl'" l . 
• '' 1 n e d f o r t h in lu:.>trialized countri.es. For exampl~ fluorspar 

th Kerio Vtll_y is mainly exported to Japan, USA and the 

EEc . countr1es. The only mineral. resource that she has in plenty 

is Soda ash from Lake lagadi. 

As such, there is very little the PTA can do for her export 

earnings from this category . However, she can take advantage of 

he closer proximity of resources from neighbouring countries and 

illtPort from them, rather that ft-om the developed countries. 

Kenya does not produce enough of the agricultural raw 

aterials for the domestic market. For example copra, cotton , and 

jut 
e are all grown in the country but the amounts grown do not 

8 
lisfy the local demand. Furthermore, the quality of these crops 

high, and hence fetches premium prices in the world m. rket. 

0 Ya therefore prefers to export to th developed coun ries. 

on 1S good example where the Ken ·n type is of sup~rior 

forecasts obtain <l for his c tegorv ut·e h r fot·c not. 

h r han h has b en achi v d thus f t • shown .10 

.38, th gro~ h ra e for his c t go r· · i mor or 1 

m h in d b for· Th v 1 of h or· c 

n b fo n in bl . 5. 

1 0 
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!.4 Petroleua Products and Related Materials 

This c t gory included such items as crude oils, paraffin, . 

gasolin , lubric nts, petroleum jellies and waxes. Figure 4.4A 

shows th ctual export earnings for this category. There was a 

general rise from 1974 to 1983 and thereafter export earnings 

declined for the years for which the PTA has been operating. 

Because of this the predicted earnings were much higher than the 

actual earnings for the same period, and when these two samples 

were tested for significant differences, the null hypothesis was 

rejected at the 95% confidence level as shown in Table 4.4. This 

implies that there has been a significant decrease in Kenyan 

exports to the PTA countries over the 1984-87 period. As shown in 

Table 4.3 the total for the actual exports is much lower than 

that obtained for the predictions. If this is used as a measure 

of the impact, then it can be said that the PTA has led to a 

decrease of 42 Billion Kenyan Pounds for this category, and from 

the results of the hypothesis test, this impact can be said to be 

significant. 

At the 99% level the t-test still rejected the null 

hypothesis implying that the differences are highly significant. 

Reasons for this trend suggest that it is the foreca ts th t 

r misleading as they sugg st th t th e rnings for h c 

w r exp cted to increase ov r th Y r 

ory 

l 
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There has been in rec nt y rs, a global effort to protect 

env L ronm n t, nd t 0 con'crve energy for the b enefit of 

Dtanki.nd, p r icul rly for those to come. This has led to a 
d(! t; 1 . tn e in t h!:. 011 umption of crude oil and its related products. 

Furth rm0re African countr-ies face severe debt constraints, 

th s debts being largely incurred for purchase of petroleum and 

its related products. These countries are therefore turning to 

sources of energy such as >vood fuel and cheaper 

h"'u · roelectric power. For example, during the first PTA Trade Fair 

held in Nairobi there \vere i terns such as fridges and cooket·s that 

lier-e using charcoal, and it was the intention of the member 
St 

ates producing them to penetrate the entire PTA region so as to 

reduce the level of oil consumption. 

In addition, the introduction of gasohol, a mi xture of 

and petrol, in the early to mid-eighties for the use of 

has drastically reduced the oil requirements of 

~nya and several other countries in the region. 

Containerization of the Tanzanian port in 1985 made it 

for landlocked countri s lo use th DJr- -Sa] m pot· L 

i 1 i t i e s i n s t e ad o f t he a 1 r e d Y c on g e s t e d ~I om b s . por This 

to a d cl in in the use of h _ Kenyan f cili ies. p ro l um 

ct \ .. h.ch p •. s through he por tl •t :for d cl'n d. 

h l cus OV C n b 1 0 h on !' 

1 0 t1 cl1n 1n K ny . l 01 in 

pr uc con rn 

ll 



Furthermore, the trade of the items in this category would 

have taken place whether the PTA was set up or not. Countries of 

the region mu t have energy and since for a long time, Kenya's 

coastal r fin ry h s been adequately supplying countries of the 

PTA r gion, many of whom are landlocked and hence have no 

alternative, it would not be correct to accredit the PTA as it 
has had little to do with the the trade of these commodities. 

Taking this factors into account, the predictions for the 

years 1988 to 1992 were made and are shown in Table 4.5, and 

graphed in Figure 4.4B. The downward trend that began in 1984 is 

expected to continue, but eventually evens out since these 

countries can not as yet (and probably never will) substitute 
fully the items in this category. 

In conclusion, it can be said that the general slump of 

exports as a result of the energy conservation efforts, and the 
development of the Tanzanian port are largely responsible for the 

decline experienced. Because the effects of these events are 
likely to continue, there is little the PTA can do for Kenya's 

earnings as far as these items of this category are concerned. 



FORECASTS FOR KENYA'S P.T.A £XPOR 
FI£J.4.4Br Petroleum Products 

80 I . 

. 70 

-' ~ lr:t"' 

~ ~ 

Cl) 50 ~ 
::c: 
~~ -c: 
(!)~ 40 
1-::: o::--
0~ 
Cl... 
)( .30 LJ 

-H 

\ 
\ ~ 
~-1'\. 

~ 
\ 

~. 
~ r------

00 

20 

10 

0 

198.3 1984 1985 1{}/j(j 1987 1988 198.9 1 1 1 

YEARS 
o actual v forecasted 



!.5 Ani•al and Vegetable Oils and Fats 

Thi c t gory consisted of oil extractions from animals such 

as lard nd cooking f ts, and from plants such as corn oils. 

As shown in Figure 4.5A, the actual earnings for the years 

1974 to 1983 are very erratic and the graph does not show any 

general trend. Predictions made for the period 1984 to 1987 are 

lower than the actual exports as shown in Table 4.3. For the 

t-test the null hypothesis was rejected at the 95% level as shown 

in Table 4.4. 

The absolute impact is therefore 282 Million Kenyan Pounds 

for this category and from the results of the hypothesis test 

results, this impact can be said to be significant. On average 

the earnings of this category are quite low, although there has 

been a significant change since 1984 as shown by the test 

results. 

The null hypothesis was however rejected at the 99% level. 

17 
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Because the raw m t ri ls for the products in this category 

are dcriv d l rg .l v from ng·r·icu] tural produce, it was felt that 

the Lrtors rli·cu . d (. r l i r for the food items and 1 i v e an i m a 1 s 

.11 - 0 . p p I L cab l 0 t o t h i s r a t ,., r: n r :' . These pt~oduc ts 

1 J·~lly f 11 under the processed food items sub-group, and have 

only b =-n an lyzed separately because by definition, they are not 

food items, but are used in the preparation of food. 

The items of this category are products of the industrial 

Sector and hence, as discussed earlier, are likely to have 

~ 0 tent i a 1 in the PTA region because of Kenyd'~ 1 • • , 
ll 1 L.. , developed 

industrial sector. In fact East African Industries (EAI) Ltd, a 

the production of animal and vegetable oils and fats 

already exports a fair amount of these products in neighbouring 

Countries li!~e Tanzania, Uganda, Rwanda, Burundi, and ELhlopiu. 

\1 though there are a few other brands that have been introduced 

~'ecently in the Kenyan market the e:..:pot·t markf.!l has bel!n 

0111inated by East African Industries' products for a long timt:. 

such. the company should be able to sell its products to otht. r 

oun r: s ot a cheapP.r pri c as i s h o d h a v r· e a 1 i . d h , 

Ho1 ev r. the pr·ob l ms discuss d arli l' on, such a 1 ck of 

i ble lind, m. y red uc . th coun r s bllJty to p r· o 1 u .. 

0 h fy he po n i 1 rl< 

r c ob in r h '~ n n T • J • lll 

I. B. c u th r c 11 h n h 

0 ~· h 0 c ob l n . b 1 

l 
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Nevertheless, the forecasts obtained show that the 

Predictions for the future (1988-1992) reflect a slight increase 

in the export tr d for this category. 

4.6 Cheaicals 

This category included such items as fertilizers, 

medicines, oxides, inks, preservatives, soaps, varnishes, 

lacquers and glaziers putty. 

The export earnings for this category experienced a 

relatively stable growth rate for the base years 1974 to 1983, as 

shown in Figure 4.6A. This rate was carried on into the PTA 

Period. The predictions made for the years 1984 to 1987 do not 

differ much from the actual export earnings as shown in the same 

graph. 

The variety of chemicals has not increased much over the 

Years under consideration. The predictions made for the period 

1984 to 1987 are slightly lower than the actual exports, but as 

seen in Table 4.3, the null hypothesis was not rejected at the 

95% level of confidence. This means that there is not have 

enough evidence to conclude that the PTA has made any difference 

in the export earnings of this category. Re ons for thi trend 

r d ' cuss d b low. 

1 
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Many of the PTA countries (Kenya included) import most of 

these commodities in either semi-processed or fully-processed 

forms from th industrialized countries. As such the market is 

saturated w· th imports. Kenya therefore cannot widen the small 

niche sh currently services. These countries prefer to trade 

with the Western countries as they have traditionally been 

trading with them for the items in this category. These items 

require a high degree of technology to develop and manufacture 
' 

which is generally lacking in the region. Also, the 

industrialized countries have realized the economl·es of 1 sea e, 

and hence are able to sell their products cheaper than 

manufacturers in the PTA region can. 

Most of the items exported by Kenya are controlled by 

multinational corporations - many of whom are merely assemblers 

and distributors of the parent companies abroad. 

Nevertheless, Kenya's great strides in industrial development 

are bound to be felt in the chemical industry sooner or later. 

Not many chemical plants have been set up in the entire PTA 

region, and although Kenya's chemical industry is not that highly 

developed, at least it is better than most found within the 

region. 

3 
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There is room for improvement as this is one area where if Kenya 

could develop her chemical products and therefore produce cheaper 

goods of high quality, she would be penetrating a virgin market 

at least 

the PTA 

f r s loc lly produced chemicals are concerned. All 

countries are net importers as far as chemical products 

are concerned. 

Wyandotte Ltd, 

Companies like 

Sterling Products, 

Wellcome (K) Ltd, Diversey 

East African Industries Ltd , 

and Henkel (K) Ltd, to name a few, having their headquarters in 

Kenya should assess the potential in the PTA sub-region and use 

the already reasonably well developed factories as manufacturing 

bases for the entire region. 

The growth rate expected in coming years is expected to be 

~uch higher than that experienced thus far, reflecting the 

Potential existing. However, the gradient of the growth curve 

depends largely on how much effort the Kenyan Government and the 

businessmen put in to tap these potential benefits. Forecasts for 

the years 1988 to 1992 are shown in Table 4.5 and drawn in Figure 

4.6B. 



4.7 Machinery and Transport Rquip•ent 

This cat gory consists of motor- vehicles and their related 

spar p rts, f rm - machinery, factory machinery, office equipment 

such as typ writ rs, telex-machines and so forth. 

Figure 4.7A shows the movements of these items from 1974 to 

1987. The movements exhibited for this category were quite 

erratic over the period, but showed a gradual increase over the 

Years. From the onset of the PTA in 1984 exports shot up 

dramatically. 

Table 4.3 shows that the predictions made for the period 

1984 to 1987 are lower than the actual exports (except for 1985 ), 

but as seen in Table 4.4, the null hypothesis was not rejected at 

the 95% level of confidence. This means that there is not enough 

evidence to conclude that the PTA has made any difference in the 

export earnings of this category. 

1 
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OnP reason why th tr d in his category was found to be 

insignj fie , n i .~ t h l t fac :d wi. th the growing need for fore ·ign 

most of the countries in the region are 

trottb l J hy the possibility of increasing local demand for 

l a r g l y i m p o l' t e d mach i n c r y . TheY a r e t he r e f o r e t r y i n g t o m i n i rn i z e 

th.,.. l h . 
~1r purchases by doing so on Y w ere 1t is absolutely necessary 

to do so. For example, in many countries of the region, luxury 

~Urs are imported only after essentials have been purchased. 

Because the items of this category have a high raw-material 

till?ot~t content not only do countries fear buying the fully-mud~.~ 

~roducts because of the eventuality of spare-parts purchases from 

sources, but they are also very costly. The 
' 'a·- f t d ~-materials are not manu ac ure in the region. 

This problem of spare parts is so serious that unless the 

is first tackled, i t is u n 1 i k ~ 1 Y t h a t t r · de for· t h i !:> 

t gory will expand in years to come. The Kenyun Gov.rnment 

pl ce alot of emphasis on the manufacture of sp r parts 

is tho~ businessmen hho im a ct:ducing he sp, r· -par 

g . 0 as to ensure a steady supply of r plac_ments to k . p 

m chinery going. For example, for u omobil s. y [" 

-l'nln clu ch assembli shock b orb r p k plu . 

h 11 J·e n cons n r pl c m n t n ru bod' n • 

In ion, 10 h PT r on r· o con 11 n h 



harsh tropical weather leave much to be desired for the wear and 
tear of the machinery. Products therefore need to be of high 
durability to b able to face up to such conditions. 

And b c us of the Value-Added rule outlined in the 
Protocol of the PTA, it is likely that most of the items in this 
category do not qualify for preferential treatment, and hence the 
PTA arrangements will not have much effect on the trade in this 

category. 

The major motor-vehicle assemblers in Kenya are AVA, Cooper 
Motors Corporation (CMC) and Leyland (K) Ltd, while the major 
distributors are D.T.Dobie, Marshalls, Bruce Ltd, VW Golf, and 

General Motors (K) Ltd. Between 1976 and 1977, the Government 

authorized the start up of the three assembly plants, with the 

Government having a substantial shareholding of each. As such the 

Government can use their powers of control vested in the 

majority shareholders to make use of the PTA potential existing 

in the region. The distributors however do not have such a free 
hand in that they are largely controlled by their parent 
companies. For example, in the case of GM (K) Ltd, tight control 
over the operations from assembly to sales, is held by the power 
brokers of General Motors of America. As such distributors may 
only use the PTA region as a trading base if the parent company's 

policies allow them to do so. 
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However, it is clear from the above discussion that there is 

potential in the region for Kenyan products, particularly if she 

can improve the spare part situation. The forecasts for the years 

1988 to 1992 ar shown in in Table 4.5, and graphed in Figure 

4.7B. 

4.8 Other Manufactured Ite•s 

This category included products of rubber, textiles, 

leather, cork, wood, paper, and mineral products. 

Figure 4.6A shows the movements of these items from 1974 to 

1987. The movements 

smooth over the period, 

years. 

in this category were not erratic but were 

showing a gradual increase over the 

The predictions made for the period 1984 to 1987 are lower 

than the actual exports (except for 1984) as shown in Table 4.3. 

The null hypothesis was not rejected at the 95% level of 

confidence as outlined in the results of the T- test in Table 

4.4. This means that we do not have enough evidence to conclude 

that the PTA has made any difference in the export earnings of 

this category. 

13 
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The reasons that w.r given for this are as follows. For 
one, Kenya's m nuf cturing s•ctor had been using the motto 
,, . 

l m p o r t s u b t i u t i o n '' for th development of its industries. 
This hn•· l~·d to pout· •r qu.d i ty goods bc·dng producecl, because the 

industri•s w•r protected by lack of competition from imported 

~t'odut: t s. R allsing that substitution of imports is a necessary 
but not a sufficient condition for development, it is only in 

~ecen t years that the sector has began to use 
., 
export-orientation'' as its theme. 

This can be seen in the "Jua-Kali" sector, (also referred to 
~s the informal sector), where artisans have been producing 

l'lrgely for local consumption, but in the pQ.st year, the 
government has given them alot of assistance with the intention 
Of their eventual penetration of the export market, 

Pr1 market is part and parcel of. 

o f \v h i c h t he 

With some Lmprovemen t. it is possible that many of the 
Co u !1 t r y • s "J u a-Ka 1 i ., products could find t he i r way in t o the PTA 

Furthermore, even her formal ind1strinl sector is quit( 
ll d velop d as compared to oth rs founJ in h region. 

nee she h· s head-start r S far s m,nufactur •d i l ms t'~ 

d. Ho' ver, since 0 h r COUll r1 s of h r· ion l' 

Yin 0 d ' lop th ir in us ri s, h b n f i t for K ny~ rna 

lv b or hor r lL Gov rnm n houl h r for pl 

0 f h h r n ur h h coun r •• m .. i un 

n l 
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Th obt ined thereafter reveal that the export 

earnings from this c tegory nrc expected to increase steadily 

over the ye r but as brought out from the discussion, this will 

depend largely on the efforts of the Government and the business 

Sector as a whole. These forecasts are shown in Table 4.5 and 

Kraphed in Figure 4 . 8B. 



CHAPTER 5 

SUMMARY AND CONCLUSIONS 

This chapter mainly summarizes the findings of the study in 

relation to the objectives put forward in the first chapter. 

Limitations of the study, and suggestions for further research 

are also highlighted. 

The first objective of the study was to measure the impact 

the PTA has had on Kenya's export trade since it became 

operational in 1984. The second objective was to predict future 

trends for Kenya's export trade for the period 1988 to 1992. 

These objectives were satisfactorily achieved as will be 

shown in the next section. 

5.1 Suaaary of the Results of the Study 

The results of the study will be summarized in relation to 

the objectives mentioned above. 



5.1.1 The I•pact of the PTA on Kenya's Export Trade 

The imp ct was measured by getting the differences between 

the actual export earnings and predicted export earnings for the 

years 1984 to 1987. These differences were tested to determine 

whether they were significant, 

tabular form for each category. 

and the results summarized in 

Actual export earnings from food items and live animals, 

alcoholic beverages and tobacco, petroleum products and related 

minerals, and animal and vegetable oils and fats categories were 

all significantly different from the predicted earnings. For all 

these categories except that of petroleum products and related 

minerals, the significant difference was positive. 

The remaining categories do not seem to have been affected 

by the PTA as the actual earnings from these categories were not 

significantly different from the predicted earnings. These 

categories included inedible raw materials, chemicals, machinery 

and transport equipment, and other manufactured items. 

7 



5.1.2 Prediction of Future Trends 

For ll th c tegories considered, forecasts were generated 

for Keny 's export earnings for the years 1988 to 1992. In all 

cases, with the exception of petroleum products, the trends 

showed a general increase in earnings, 

the trend lines differed. 

although the gradients of 

The steepest slopes of 

alcoholic beverages and tobacco, 

the trend lines appeared for 

and food items and live animals 

categories. 

Inedible raw materials, 

chemicals trend lines had 

before 1984, implying that 

other manufactured items and 

a slope close to that that existed 

the growth rates for these two 

categories is expected to remain constant. 

For the categories of machinery and transport equipment, and 

animal and vegetable oils and fats, the growth rate for the 

period is expected to be lower than those experienced in the 

1983-85 periods but relatively close to those experienced before 

1983. 

Petroleum products earnings are expected to continue 

declining as has been the case since the PTA became operational. 

However, because the member states cannot reduce th ir 

consump 

1 

ion of petroleum products to z ro 

p in th 1 t r y r o h for c 

1 v 1, th 

t p riod. 

d clin i 



In conclusion, the study confirms the belief that there is 

major potenti 1 in the PTA region for Kenyan products as · 

discussed in Ch pt r 4. Furthermore, there are some areas where 

Keny 's xport earnings have already shown increases as a result 

of the PTA. 

5.2 Li•itations of the Study 

The findings and conclusions of this study are subject to 

some limitations. 

For one, the assessment of the impact of the PTA on Kenya's 

export trade was done on the assumption that other factors were 

held constant such that their effects were the same in both the 

base period and the forecast periods. For instance, inflation and 

devaluation rates are assumed to have had the same consequence on 

the trade before and after the PTA was set up, when this may not 

necessarily be the case. 

Secondly, it was not viable to accurately measure the impact 

of the PTA on Kenya's export trade because of several other 

events that have occurred within the same period. Although an 

attempt was made to mention other events that occurred and could 

have led to the inclinations obtained, it was 

m asur th impact of such events so th t wh 

diff r nc ob in d in h s · udy, wh t woul 

•P c o h PTA. or X apl h K ny 

oun 0 h v h n 

not pos ible to 

n i ol t d from th 

r m in woul b h 

xpo Y r (1 8 ) 

c on 0 h 



PTA countries. Although the focal markets of this program were 

the EEC, W st and Central Africa, and selected cities in the 

United St t s of Am rica (Kabengi 1986:25), and therefore did not 

affect th PTA region, there are bound to have been some 

''spillover" effects to the PTA region which ideally should not be 

attributed to the PTA. 

Lastly, it has been reported that a large portion of African 

trade goes on without any records being made and in some cases as 

much as 50 per cent of such trade is unrecorded (USAID Report 

Mar.l987). Alot of trade in the region goes on through "black" 

markets. 

5.3 Suggestions for further Research 

The results of this study suggest several areas where 

further research is needed. 

The tertiary or service industry has been ignored by this 

study. A similar study could be carried out for the sector. 

Secondly, a comparative analysis of all the countries of the 

PTA region would be an important area for study. This would help 

harmonize the trade imbalances that exist in the region. 

Finally, where possible, a study on all the likely 

influences on trad could be c rried out o th the imp ct 

ribut bl to th PTA c n b m ur d mor ccur ly. 

0 
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Countries 

INFORMATION ON: 
• Common Lists 
• Tariffs 
• Objectives 
• Rules of Origin 
' Import & Export Licences 
• Transport 
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APPENOIXli. 

SELECTED COMMODITIES IN THE CO;\lMON LIST TO BE TRADED WITHIN 
THE ME~18ER STATES OF THE PREFERENTIAL TRADE AREA FOR EASTERN 

AND SOUTHERN AFRICAN STATES 

Cu,lom~ 

TarlH 
Ho!JCing 

No. 

01C2 
0105 

ex C2 01 
02C6 
0301 
03C2 
0303 

C-1 02 
().1 03 
().10-1 

ex 04 C5 
04 C6 
07 01 
07 ().1 

0705 
ex07 06 

C8 Ot 

0802 
08 07 

ex.G9 01 
G902 
G9C4 
G906 
09 07 
G908 
09C9 
0910 

ex 10 05 
ex.10 07 

10C6 
ex.11 01 
ex 1101 

GROUP 1: FOOD (EXCLUDING LUXURY GOODS) 
Reduct1on- in tanHs nd 1n other charges of equivalent effect: 30% 

Commodlt'J Descrlpllon 

nirrJI ol t~e bo .. ~~e 5~1es 
L1~ pv~.ot:.-y, 11-JI is :o say. fo.,.,1s. d~.ocks. c;eese, lur'<eys and guiMa ro..-.ls 

M~Jt ol tov1re Jn•ma's 
~1e r and ~.b'a r.ea: offals (excluding poultry liver). saltE'd br:r.e. dried or smoked 

F1sh . Fresh {'"e or cea.::). chll':?d or torzen 
F1sh. dr•ed. sa1!ed or ,,., brine: smol(ed ~sh . wr.etrer or r.ol cooi<ed before or during the smc'<ing process 
Crus:JceJrs ard •,io!luscs. wretrer in shell or not. rresh (live or dead). chdlt!d. lro!en. sal~ed. in brine. or dried; crustacedns. in 

srell. s.mp:y co led n wa~er 
Mu'< ard cream. preser.ed. ccncenl'a!ed or SHeetened 

9u~er lrcluding gree 
Che.?se ar.d Curd 

1
Eggs 1n sre!l 
Natur.:~l r.crey 
Vege!ab'es. fresh or ch tlled 
Or:e<1. cehydra!ed or evaporated vegetables. whole. cuts. sliced. broken or in powder. but not further prepared 
06ed 1egt.mil"ous •;egetables. shelle<l, whether or not skinned or split 

Cassa~a 
oa:es. bananas. coconuts, Brazil nuts, cashew nuts. pineap~les. a·,ocados. mangoes. gua~as and mangos teens. fresh or drie<l, 

st-elled or not 
C1trus fruit. fresh or dried 
Store fn .. 1t. fresh 
Co~ee 

Tea 
Pepper of the genus "piper-: pimento ol the genus ·capsicum" or the genus "pimenta" 

Cinnamon and Cinnamon tree tlo.,.,~rs 
C!o"es (whole fruit. cloves and stems) 
Nutm~. I'T'ace and cardamoms 
!ieees ol 3ntSe badian. fennel. conander. cumin. caraway and juniper 

Thyme. sa:tron and bayleaves: ott-er sp1ces 

Maize 
Sorgt.m 
A1ce 
Maiz9 flour 
Wheat flour 

ry • t s r, r. y, 

l 

I 
\ 

I 
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Custom• 
Tariff 

Sr. H odlng 

No. No. 

47. ,goa 
48. 20 01 

49. 2002 
50. ex.20 .05 
51. 2006 
52. 2007 

53. ex.21 06 

54. ex.23.Q1 

Customs 
Tariff 

Sr. Heading 

No. No. 

1. 12 01 

2.' 12.03 

3. ex.12.07 

4. ex 13 02 

5. ex 13.02 

6. 1401 

7. ex.24 01 

8. ex 4001 

9 41 01 

10. 41 .02 

11. 4103 
, 1. 4403 

13. 53C5 
14 . 55 .01 

5. 5503 
16. ex5703 

'· o. 

GROUP 1: FOOD (EXCLUDING LUXURY GOODS) 
Reductions in t riffs and in other charges of equivalent effect: 30% 

Commodity Description 

P stry. bt cutiS, ca es and other ftne baker's wares. whether or not containing cocoa in any proportion 

Ve<;~etJbles and frutts. prepared or preserved by vinegar or acetic acid. with or without sugar, whether or not containing salt 

spices or mustard 
Vegetables prepared or preserved otherwise than by vinegar or acetic acid 

Jams and marmalades 
Fruit otherwise prepared or preserved; whether or not containing added sugar or spirit 

Fru1t juices (including grape must) and vegetable juices, whether or not containing added sugar, but unfermented and not 

containing sptrit 
Natural yeast (active or inactive) 

Animal feed stuffs 

~ : . . 

GROUP IIA: AGRICULTURAL RAW MATERIALS . 
Reduction in tariffs and in other charges of equivalent effect 50% 

Oil seeds and oleaginous fruit. whole or broken 

Seeds. fruit and spores. of a kind used for sowing 

Cinhoma (Quinine) peel 

Myrreh and oppoponax gum 

Gum Arabic 

Commodity Descrlpllon 

Vegetable materials of a kind used primanly for plaiting (for example. cereal straw, cleaned. bleached or dyed. osier. reeds, 

rushes. rattans. ba'T'Iboos. raffia and ltme bark) 

Unrranufactured tobacco 

Na:ural rubber 
RaN hides and skins (fresh, salted. dned, p.ckled or limed), whether or not spit!, including sheepskins in the wool 

Bo ... ine c.Htle leather (Including buffalo leather) and eqUine leather, except leather falling wtlhm headtng Nos 4 t .06 or 41 08 

St>eep and lamb skm le:ttt-.er. ellcepl leather fall ing v.1thin heading Nos 41 ~ or 41 08 

Wood in :he rough. whether or not str.pped of tiS bar or merely roughed dov.n 

Sh~p·s or lamb's v.ool or other antmal half (ftne or coarse). carded or combed 

Co~on. not card.ad or combed 

Cotto was:e (ti'IC'ud•ng pulled or gatne~~ rags). not carced or combed 

J~.::e and ot .ar tex:,:e bast f bres 

GROUP 118: NON-AGRICULTURAL RAW MATERIALS 
Redu.: 10n tn ar s and .n o her charges or equtv"lent effect, sco.c, 

Commodity Ductlp lon 

sutp ut nd con 



GROUP 118: NON-AGRICULTURAL RAW MATERIALS Reduction in tariffs and in other charges of equivalent effect: 60~·o 
Cu,tomJ 

T.1rilf 
H~Jdlng 

No. 

25 20 

25 21 
25 22 

ex 25 31 
ex.2s 01 
ex::so1 
8X27 01 

• 

Commodity Description · 

GROUP Ill: INTER~1EDIATE GOODS 
Reduction in tari ffs and in other charges of equiv3.1ent effect: 65% 

c~,tOfT'.:s 
T~tt1 

li.a~n~ 
No 

11 07 Malt, roasted Of net 
~~.13 .03 Pyrethrum extr~:s 
~~ 15 02 Tallow 

Commodity D~crlpllon 

15.11 Glycerol and glycerol iy~ 
·~ 15 15 B~w3.)( ar.d otl'er insect wlX~. whether or not coloured 

15.16 Vegetable 'NUes ...... nether or not coloured 
17QJ Molass~ 
2304 Odcake and oth~ residues (except dregs} resul!ing from the extraction of vegetable oils 1~.15 Marole (..,..orked) 
2S.2• A$bestos 

~27 . 14 Oxidised bitumen (blown} 
27.16 Bttuminous mix~res based on natural asphalt, on natural bitumen. on petroleum brtumen, on mireral tar or on mineral tar or on mif'e'll tar pitch (for example. bitucninous mastics, cu:backs} Hydrogen. rare gases and other non-rreta!s 

Carbon dioxide 
Zinc oxide and zinc peroxide 
Manganese ox id~ 
SodaA3h 

in 

d 

I 

I 
I 
I 
I 
I 

I 

i 

I 
I 
I 

I 
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Cuat~lns 
Tariff 

Sr. Heading 
No. No 

32. 

33. 3906 

34. ex.40 02 
35. ex . .iO 08 

36 ex.44.01 

37. 44.16 

38. 44.17 
39. 44.1 8 

40. 48.01 

41. ~.03 

42. 4804 

43. 48.05 

44. 48.07 

45. • .!8 08 

48. 51 .01 

47. ex 51 .04 

48. 56.01 

49. 59.04 

50. ex 60 08 
51 . ex.73.10 

52. 73.13 

53. 73.14 

54. 73.17 

55. ex.73.18 

56. 73 20 

57. 73 21 

58. ex73 27 

59; 74 01 

60. ex 74 03 

61 . e'( i4 07 

62. e'(.H 0 

63. 7601 

64. i602 

65 
60 
67. 

GROUP Ill: INTERMEDIATE GOODS 
Reduction in tariffs and in other charges of equivalent effect: 65: 

Commodity Descrfpllon 

N !ural r ins mCX: tfoed by fusion (run gums): artificial resins obtained by esterification of natural resins or of resinlc acids 

(U3ter ums). c emlcal derivattves of natural rubber (for example, chlorinated rubber, rubber hydrochloride, OlCidised 

rubber, cycl ised rubber) 

Other htgh polymers, arttficial resins and artificial plastic materials, including alginic acid, its salts and esters; linolCyn 

Synthetic rubber 
Pldtes, sheets and strip of unl-.ardened vulcanised rubber 

Briquetted sawdust 
Cellular wood panels whether or not faced with base metal 

"Improved" wood, in sh~ts, blocks or the like 

Reconstituted wood, being wood shavings, wood chips, sawdust. wood flour or other ligneous waste agglomerated with 

natural or artificial resins or other organic binding substances, in sheets, blocks or the like 

Paper and paperboard (including cellulose wadding) in rolls or sheets 

Parchment or greaseproof paper and paperboard and imitations thereof, and glazed transparent paper, in rolls or sheets 

Composi!e paper or papert>oard (made by sticking flat layers together with an adhesive), not surface-coated or im.pregnated, 

whether or not internally reinforced, in rolls or sheets 

Paper and paperboard, corrugated {with or without flat surface sheets), creped, crinkled, embossed or perforated in rolls or 

sheets 
Paper and paperboard, impregnated, coated, surface coloured. surface;1ecorated or printed (not constituting printed matter 

within chapter t9), in rolls or shr,ets) 
· 

Fil:er blocks, slabs and plates, of paper pulp 

Yarn of man-mace fibres (continuous). not put up for retail sate 

Tyre cord fabric of continuous synthetic or regenerated textile ma:erials 

Man-made fibres (discontinuous), not carded. combed or otherwise prepared lor spinning 

Twine, cordage, ropes and cables, pla:ted or not 

Ceramic tiles 
Bars rods of Iron cr steel 

Sheo:>ts and plates. of iron or str,el, hot-rol:ed or cold-rolled 

Iron or s:eel wire. whether or not coated. but not insulated 

Tubes and pipes, of cast iron 

Tubes and pipes of iron or s:eel 

Tube and pipe fittings (lor example joonts, elbows, unions and flanges) of iron or steel 

Structures and pa,..s of structures (for example hangers and other buolcings. brodges and bridge-sections. lock-ga:es towers 

lattice mas!s. roofs, roofmg frame-worl(s, door and window-frames. snut1ers. balustrades. ptllars and columns) . or tron or 

steel. p'a:es. strop. rods. angles. shapes, sectoons. tubes and the loke prepared for use in structures, of iron or s!eel 

\'elded fencing; reinloreong mesh 

Copper m&tte; un....roui;ht ccpper (ri!fine-d or not): copper waste and scrap 

Copper roes 
Brass ubes 
Copper cables 
Unwroug t elt;~inoum, a'urrin:um waste and scrap 

Wrought bars. roes. angles, sha;:'!S dnd scct•o~"s , of a!urnini•Jm. alurr.inium wore 

'.'rou\il-ot pla:es, st-ee:s and s:r.p. of alum ontum 

Lead a ~loys 

Lead ·n~ots 
L d ~ rs 

Is ran s . .. ts nd t oclng , 1 



Sr. 
No. 

t . 

2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

0. 
1. 

~ -
l. 
I. 
i . 
l. 

GROUP IVA: DURABLE CONSU~,JER GOODS (EXCLUDING COMMODITIES IN GROUPS IVC AND IVD) 

Custom• 
TarlH 

Ho~adlng 

No. I 
4202 

420J 
4205 
4901 
4902 
49 C9 
69 .t0 
70.C9 
70.13 

ex.70. t 7 
73 22 

73 24 
ex.73 36 
ex83 01 

ex 94 15 
exSS .1 2 

8705 
87.00 
87 10 
94.01 
9402 

9403 
94 .0-4 

Reduction in tariff. nnd in other charges of equivarent effect: 40% 

Commodity De%rlpllon 

Tr \"leo~;' ( !J run ~. u•t~Jxs. hat. bo•es. tn·.etilng-bct']S. ruckS<lclc::; etc) shopping-bilg~. hand-ba<;s. sar.:hels. br-.t!.:J •• "" l'tt . purs-e •. tc,:~t cases. boxes (e g. for Jrms. rr.us:c.~l instrument>. binocular. jewellery. bo:t:~s. collars. loot..,. _Jr, bn.os~es) r.d s.m1:ar co~:a1rt!r:>. or le:~:l'er or of ccrr.pos•t•on lea:tter. or vulcanised fibre. of art•lic•al plastic stte,.t•ng. or paper-boarj or of tex: '!! fabric . 
Art•C' ol Jppr~l at•d c:o:n•ng acc~s.;cn~s. or leatt-:er or ol corr.posir:on !eitther O:l'er a~ic'es of 'ea:~er or of compo~.Fon leath.er 
Pnnted bocks brochures. 'ea!lets ar-d s•milar printed matter . ..,.:--ether or not in single she.?ts Ne.,..spapers. jcllrna's Jnd ~ricdicars. lwhc:ther cr not illustrated 
P1cture pos:carcs. Chf!.strr.JS and otl"er picture. greeting cares. printed by any process. with or w1thout ::.mmings Sir.'<s. wasn bas•rs, b•dets. water closet pans, urir:lls. baths and like sanitart fixtures Glass m• r:o~ (ir.clud1ng re:u->rew m•r:ors).- unframed. frametl or backed Glass·,...Jre {excluding 3rtc'es fall ing in heading No. 70 19) ora ilind commonly used :or table. kitcnens. :o•let or office purposes lor indoor decoration. or !or similar uses 
Labor;I!ory. hygiemc and ;::harmaceu:!cal g!ass·.-.lre whet~er or not graduated calibrated, Reservoirs. tan'<s. va:s and simi'ar col"tainers for any material (other than compressed or liquefied gas). cf irvn or steel. of a capecrty exc~ing 300 L. whether or not lined or heat-insulated. but not fitted wit:"! mechanical or trermal equipment Conta iners. of lfOn or steel. for compressed or liquefied gas 
Stoves not e!ectrically opera!ed 
Locks and padloc'<s and pa~s thereof 
Relrigera!o~ ar.d deep free:ers 
E!ectric space h~atir.g apparatus 
Bod!es (including cabs). tor the motor .,ehicles falling within head!ng Nos 87 01. 87.02 or a7 03 Pa,...s and accessories of the motor vehicles fallmg within heading Nos 87 01. 87 .02 or 87 03 Cyc'es (incl~.;ding delivery tricycles). not rr.otorised 
Cr.a~rs and other seats (other :han those falling with1n heading No 94 02). 't'lhether or not conve~ible into bees. and parts thereof Medical. den!al. surgical or v;::erinary lurnrture (lor example. opera!ing tables. hospitals beds with mechanical fittings): dentists' and sim1lar cha•rs with m~ran ical e'enting. rotating or r~lining movements: parts of the foregoing art!cles Other furn•!urs and parts tl'ereot 
Mattress sup~vr!s. artic!~s of ~edding or similar furnishing fitted with springs or stuffed or internally fitted w1th any material or ol expar1ded, loam or sponge rubber or expanded. roam or sponge artlfic1al plastic material. whether or notcO'tered (for example. mattresses. qurits. eiderdowns. cushions. poulfes and P•llows) 

GROUP IVB: NON-DURABLE CONSUMER GOODS (EXCLUDING COMMODITIES IN GROUPS IVC AND IVD) 
Reduction in tariffs and in other charges of equivalent effect 35% 

Cuatorru 
T1rlt1 

Hudlr~ 
No. Commodity 0.-cr'p loo 

s. non·r 'r c:ory surf ci g pr p rJ• ons: oppi 



Sr. 
No. 

9. 
10. 
11 . 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 

24. 
25. 

26. 

27. 
28. 
29. 
30. 
31 . 
32. 

33. 
34. 
35. 
36. 
37. 

38. 
39. 
40. 

41 , 

42. 
43. 

GROUP IVB: NON-DURABLE CONSUMER GOODS (EXCLUDING COMMODITIES IN 
GROUPS IVC AND IVD) 

Customs 
Tar1tf 

He ding 
No. 

3907 
ex.40 07 
ex 40 10 
ex40.11 

x.40 12 
ex.4014 
ex.47 01 

48.15 
ex . .!8.16 
ex.48.18 

48 21 
el\.59.16 

62 03 
ex.66.01 

68.11 

68.12 
68.13 

68.14 

ex 69.07 
ex.69 09 
ex.69.11 

6912 
ex.70.10 

73 23 

7326 
7327 

ex 73 31 
ex.73 32 

73 38 

ex.73 38 
7.1 17 
74.18 

i6 15 

i6. 6 
01 

Reduction in tariffs and in other charges of equivalent effect: 35% 

Arttcles of m ten I of the ktnds described in headings Nos 39.01 to 39 06 

El site thr d nd cord 
Conv yor b lting ot vulcanised rubber 

Rub r tyres and inner lubes for motor vehicles and bicycles 

Baby feeding teats 
Rubber erasers, stoppers and rings for bott!es, disc washers and joints 

Unbleached wood pulp 
Other paper and paperboard, cut to size or shape 

Boxes, bags and other packing containers of paper or paper board 

Registers, exercise books, albums 

Other articles of paper pulp. paper, paperboard or cellulose wadding 

Conveyor belting of textile material, whether or not strengthened with metal or other material 

Sacks and bags, of a kind used for the packing of goods 

Umbrellas 
Articles of cement (including slag cement), of concrete or of artificial stone (including granulated marble agglomerated with 

cement). reinforced or not 
Art icles of asbestos-cements, of cellulose fibre-cement or the like 

Fabricated asbestos and articles thereof (for example, asbestos board. thread and fabrics. asbestos clothing. asbestos jointing). 

reinforced or not other than goods falling within heading No. 68 .14; mixtures with a basis of asbestos and mixtures wtth a 

basis of asbestos and magnestum carbonate. and articles of such mixtures 

Friction material (segments. discs, washers, strips. sheets. p!ates. rolls and the like) of a kind suita'Jie for brakes. for clutches or 

the like. with a basis of asbestos, other mir.eral substances or of cellulose. whether or not combined with text ile or other 

materials 
Tiles 
Laboratory ware 
Tatl!eware 
Tableware and other articles of a kind commonly used for domestic or toilet purposes. of other kinds of por.ery 

G'ass bottles 
Cask. drums. cans. boxes and similar containers. of sheet or plate iron or s:eet of a descnpt;on commonly use<:l !or the 

comeyance or pack ing of goods 

Barbed iron or steel wire 

Wire r.er.•ng 
Nalls and tt~cks 
Belts. nuts and screws of iron or s:eel 

Art icles of a kind commonty used for domestic purposes. santtar,· ware for tndoor use. and parts of such arttc'es ard v.are. of 

iron or steel. iron or steel wool; pot scourers and scounng or pchshtng pads gloves and the ltlle. of •ron or s:e.?l 

Oo.1'1e5 ic u!en~lls including sanitary ware of iron or steel 

Coo' :ng and , e3:.ng a~para us of a ind u~d !or dOM.?s:.c pur~~. not e'ec rica'ly op.?ra~e-;1 af'ld pa .s tt':~rPOI of Ct:~C~r 

Ctt':ur art•cles of a ind commonly used for do~st .c purposes santlary v.are fer tndoor use. and parts of such ilr1•cles nc .... are. 

of copper 
Ar: cl sofa ind commonly used for dom st•c p~.;rpost>S . SJr.i~ary ware for indoor use. and parts of such art•c'es and ..... a·e, of 

s a"d ra t>S a•es. •il hoc sand s.m.tar c· ... ·ng ::oats. ,: .es 
r ools of a •nd u ed in agocul ure. ort•culture or fc• s ry 

and cl m •or , s f'liictng of bOr :l't 

(•net C: ng l)(un•ng •r., ). c, r •, n "' · 'ltn v.: un nd 

azors 

7 

' 
':J 



GROUP IVB:-NQN-DUR~BLE C~NSUMER GOODS (EXCLUDING COMMODITIES 1;--n 
GROUPS IVC AND IVD) 

Customs 
Tarltf 

H~Jdlng 

Reductton in t rtff and in other charges ot equivalent effect: 35% 

No. Commodity 0~ 

85()-l 
ex 8S 1'5 
ex 85 .18 

8520 

ex 8S :?3 
85 25 

ex ro 03 
ex 90 04 

91 01 
91 02 

ex 91 04 

El c:rocal CJPdC•tor toxed 
Ei~tr:c hi rr. nt ldmps ard electr!C doschar;Je lamps (including intra-red and ultra-violet lamps); are-lamps; electrically 

igroted protcgr3;lhic flasl"ot. i ~s 
lnsula:ed ~·~:rc w1re and cable 
lr.sura::rs of Jry matenal 
Spec:acl" trarT'eS 
Spec:ac!~ 
Pock~! .... a:cres. wnst-watches a"d otrer watches including stop-watches 
Clocks v.1th watch mo,·err.ents (excluding clods ot heading No. 91 OJ) 

'N all clocl<s. oU'ler 
97 C6 Appliar.ces. apparatus. accessories and requisites for gymnast:cs. athletics. or tor sports and outdoor games (other than articles 

ex 98 01 
98.02 

ex 98 .03 
ex.98 05 
ex 98 C8 
ex.98. 11 

Customs 
Tar1H 

HeaGing 

fallirg y, ithin reading No 97 04) 
9u~ons. studs. cuff-links and press fasteners 
Slide fasteners and parts ther~t 
Four.!a;n pens. stylograph pens and pencils 

?enc,!s 
Typewri!er and similar ribbons. whether or not on spools 
Smok irg pipes and pipe bowls 

GROUP IVC: HIGHLY COMPETING CONSUMER GOODS 
Reduction in tariffs and in other charges ot equivalent effect 30% 

No. Commodity D~rtpllon 

ex.S 1 04 Woven fabncs of man-made fibres (continuous). inclduing woven fabrics ot monofil or strip of heading No. 51 .01 other than tyre 
cord fabnc 

55 06 Cotton yam, put up for reta1l sa!e 
55 07 Cotton gauze 
55 09 Ot er woven fabrics of cotton 
56 07 Woven fabrcs of man-made f1bres (discontinuous or waste) 
58 C9 Laces. in tre piece. in strips or in motifs 
58 10 Embroicery ·n the pioce. in strips or 1n motifs 

ex 59.01 Samtary towels. tampons 
ex.59 C8 re .. h'a fab6u 1rr.pregnated. coated, covered or lamina ed Nith prepara 10ns of cellulosa derivatives or of other rt1hcial plastic 

ma•eria:s 
E!.utic braids 
l<no"ed or crocheted 'abr'c, not elas :c nor rubb ri ~ed 

Stoc'< in~Js . under stoc ings. 10<:' s. an !e-$0C s, soc er.es ard h fr e. knor.ed or croch ed. not lastic nor rubberised 
Ut'd r,.arm n s n: ed or croc eted, not etast•c nor rubber·~ 

1 bncs 

rs. irt ·lron•s nd cui s 

or 



Sr. 
No. 

25. 
26. 
27. 
28. 
29. 
30. 

31. 
32. 
33. 
34. 

Sr. 
No. 

1. 

2. 

3. 

4. 
5. 
6. 

7. 
8. 
9. 

10. 
11 . 
12. 

13. 
14 
15. 

Cu,loma 
TanH 

Heading 
No. 

62.01 
62 02 
62 04 
62 05 
64 .01 
5402 

5403 
5404 
5405 
64.06 

GROUP IVC: HIGHLY COMPETING CONSUMER GOODS 
Reduction In tariffs and In other charges of equivalent effect: 30% 

1.1 
Commodity Descrfpllon 

Trav !ling rv s nd bl nk t3 
8 d lin n. t bl linen. toelot lin n and kitchen linen; curtains and other furnishing articles 
T rp ullns. 1 '' . wnengs. unblinds, Ients and camping goods 
Olh r m d up I 111e rticl s (Including dress patterns) 
footw r w•th outer soles and uppers of rubber or artificial plastic material 

·. · 

. . ' 

FootweJr with outer soles of leather or composition leather; footwear (other than footwear falling within heading No. 64.01) with 
outer ol of rubber or artificial plastic material . 

Footw r .,.,,th ou1er soles of wood or cork 
Footwear w1th outer soles of other materials 
Pam of footwear (Including uppers, In-soles and screw-on heels) of any material except metal 
Gaiters, spats, leggings. puttees, cricket pads. shin"9uards and similar articles. and parts thereof 

GROUP IVD: CONSUMER GOODS OF PARTICULAR IMPORTANCE TO ECONOMIC 
DEVELOPMENT (OTHER THAN CAPITAL GOODS) 

Cut lorna 
Tariff 

Heading 
No. 

2523 

27.10 

3001 

3002 
3003 
3004 

3005 
3101 
31 02 
31 03 
31 t)4 

31 05 

ex38.11 
exbS. 9 

X ,17 

Reductions in tariffs and in other charges of equivalent effect 70% 

Commodity D~rfptlon 

Portland cement, cement fondu, slag cement. super-sulphate cement and similar hydraulic cements, whether or not coloured or 
in the form of clinker 

Petroleum oils and oils obtained from bituminous minerals. other than crude; preparatio~s not elsewhere spec1fied or included. 
containing not less than 70% by weight of petroleum oils or of oils obtained from bituminous minerals. these oils being the 
essie const ituents of the preparations 

Organo-therapeulic glands or other organs. dried. whether or not powdered: organo-therapeutic extrac:s of ~lanes or other 
organs or of their secretions: other animal substances prepared for therapeutic or prophylactic uses. not e!sew:-.ere si)eci: ied 
or included 

Antisera, m•crobial vaccines, toxins, m•crobial cultures (includir.g ferments but excluding 7easts) ancl sirT'tlar proeucts 
Medicaments (including veterinary medicaments) 
Wadding. gauze. bandages and similar art•cles (tor example. dressings. adt-esive plasters. poultie-es). irrpregna:ed or coa:ed 

wolh pharmaceutical substances or put up in retail pack•ngs for me.:!tc.:ll or surgical purposes. other tt-an goods specified in 
note 3 of Chapter 30 

Other pharmaceutical goods 
Gwano and other natural an;mal or vegetab~e fert t'isers. whe:her or not mi:o.ed together, but not cherT'•cally tre.ated 
M.f\eral or ct-em•cal fertilisers, n•lrogenous 
~·ir.eral or chemical tert1t isers. phosphatee 

t r.~ra! or chemical !e'1.1iSP.rs, po assic 
0:. er 'ertll sers: g':'OC!s of Chap!er 31 In a te s. lo~engP.s ar.d s r.'l•lar prepared forms or in pac ings of a grcss w •ght n:>t 

e c~;ng 10 g 
1 ~ticid~ and !ung!cidas 
Elec:rical apparar~,;s for making and brea ing et.>ctr•c.11 cricui:s 
o .sposab!e m .. c.cal syr.nges of plasltc 

1 



'Sr. 
0. 

1. 

2 

3. 
4, 

5. 

8. 
7. 
8. 

9 

0. 

!. 
l. 
I. 
i. 
I 

Cut!OfN 
Tar1tf 

Hueln·J 
No. 

34 01 

8-102 

ex.!!-4 10 
ex.3-1 11 

8-1 .12 

ex8-l17 
exS-118 

84 22 

ex.S-1 2-l 

64ZS 

8-l.29 

ex 8-130 
ex.84.-t1 
ex.34 5U 
exs.l51 
ex.B-!.50 

8463 

ex.85 01 
B6C6 
6609 

ex.B7.02 

GROUP V: CAPITAL GOODS (INCLUDING TRANSPORT EQUI?MENT) 
Reduction in tariffs and in other charges of equivalent effect: 70% 

Commoetty De1erlptlon 

Ste m and oth r Vl~ur rs ( 'XCiuding cc:ntral heating hot water boilers capable also of producing tow pressure 
stPam). u r h '~""" w rs 

Au~th..lry pl,tnt for us w•th t:o·' rs I '11 •ading ~lo 8~ 01 ( e g. economisers. super-heater.,;, soot-removers. gJ:> recoverers and the ilk ). comlotn r for v po11r en :r •• s nd power units 
P~.;mps (lnclu•Jir rrotor pump ,JrJ'- :urbo-pumps) lor liqu ids. whether or not lil!ed wi~h measuring devices 
A•r pump or v cuum ~umps 
Atr condtlton:r'J 1"!'1 chtr~ . $elf·conta•r~. comprising a motor-driven fan and elements for changing the temperature and 

humid•ty or Jir 
Instant neou or storJr;e wa~er hea:ers. non-electrical 
Steam ctearers, industrial dust ex:ractors. oil lil!er elements. water purilication equipment, air poilution and cleaning equipment Lilttng. handling. toadtrg or untoadirg machinery. telpher5. and conveyors (lor example; lilts. hotsts, winches. cranes, 

transporter crares, jacks. pulley tackle. ~It conveyors and telefencs). not ~ing machinery faliing within headir'lg No. 84.23. Agricultur'll and orticul!ur011 machtnery ror soil pr~paration or cultivation (for exam pta plough:!. harrows. cultivators. seeds and lerltli£er dtstributors) 
Harvesting ard threshtng m~chirery·straw and fodder presses. hay or grass mowers. winmowing and ~imilar clearing mach•nes for seed. gra:n or legumirous v~etables and egg-grading and other gr.'lding machines for agricultural produce (other !han 
tho~ of a l<ind used in the bread grain milling industry falling within heading No. 6-l 29) 

Machirery of a l<ird used tn the bread grain milling ir'ldustry, and other machinery (other than rarm type machinery) for the working of cerea!s or dri~ !egumir.ous vegetables • 
Sugar manufacturing or relining ll'achinery and par.s thereof 
Sewing machir.es; furniture specially designed lor sewing machines 
Gas operated we:aing eqt.. ipment 
Typewriters other than typewriters incorporating calculating mechanisms 
Stone crushing IT'achines and parts; concr~!e mixers and parts 
Transmission sharts. cranks. bearing housings. plain ~halt bearings. gears and gearing (includirg lriction gears and gear-boxes and other variables~ gears). llywheel~. pulleys and pulley blocks. clutches and ~halt couplings 
Electric motors and transformers 
Railway and tramway rolling-stock. the following: worl<shops. cranes and other service 
Parts of railway and tramway locomotives and roll ing stock 
Dumpers and bulk handling transport vehicles for liquids and petroleum products 
Motor vehic!es, excluding passenger motor-cars designed for the transport of less than 10 persons (including the driver) 

GROUP VI: LUXURY GOODS 
Reduction in tariHs and other charges ot equivalent eHect 10% 

Commodity 0'"-Crlptloo 

17 04 Sugar confect 'onery, not containing cocoa 
tx.18 00 Chocolate confectionery 

22 OJ 8'!-er made 'rom mait 
Wir.e 
Banana "' rot. papaya wire 
A coholic be rage"' 

I\~ 
I 

l 
\ 

0 
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A.PPENDIX III 

Areas of a Standard Normal Distribution 

An entry in the table i5 the proportion under the 

.entire curve ,.·hich is b~:-~een z = 0 and a positive 

value of z. Areas for :1egative values of z are 
obtained by symmetry. 

z .00 I .01 I .02 j .OJ .04 .05 - I 

0.0 .OCCO ,.0040 ! .COSO l .0 I 20 .0160 .0199 
0.1 .0398 .0438 .0<78 ,.0517 .0557 .0596 
0.2 .0793 I .0832 .0871 .0910 .0948 .0987 
0.3 .1179 .1 217 .1255 . . 1293 .1331 .1368 
0 .4 .1554 .1591 .1628 ; .1664 .1700 .1736 

0.5 .1915 . 1950 .1985 I .2019 .2054 .2088 
. 0.6 .2257 .2291 .2324 j .2357 .2389 .2422 
0.7 .2580 .2611 .2642 I .2673 .2703 .2734 
0 .8 .2881 ,.2910 .2939 ;.2967 .2995 .302:3 
0.9 .3159 ,.3186 . . 3212! .3238 .3264 .3289 

1.0 .3508 .3531 .341 J .3438 . . 3461 ; .3485 
1.1 ' I 1 I 

.3729 .3749 .3643 1 .3 665 .-686 , .3708 
1.2 .38A9 .3 869 .~888 ' .3907 .3925 .3944 
1.3 .4032 ! .4049 .-4066 ! .-!082 .4099 .4115 
1.4 .4192 , .4207 .4222 1-4236 .4251 .4265 

1.5 . .4332 .4345 .4357 : .4370 .4382 .4394 
1.6 .4452 .4463 . .U7.4 ."'-484 .4495 .4505 
1.7 .4554 .4564 .-4573 I . .458 2 .4591 .4599 
1.8 .4641 .4649 .-'656 I .4664 .467 1 .4678 
1.9 .4713 I .4719 I .4726 I . .4732 .4738 .47H 

I I 
2.0 .4n2 1 .4778 .-4783 1 .4788 .4793 .4798 
2.1 .4821 I .4826 . .!330 .4834 .4838 .4842 
2.2 .4861 . . 4864 . .t368 I .4871 .4875 .4878 
2.3 I 

.4906 .4893 i .4896 .JS98 · .4901 .4904 
2.4 .491 a j .4920 ,J922 1,4925 .4927 . .4929 

2.5 .t941 1,4943 49-45 .-49-46 ,4938 . 4940 
2.6 ,4953 I ,4955 .Jr56 ,.t957 .4959 . -4960 
2.7 ,4965 , .t966 . ~967 ,4968 ,4969 ,4970 
2.8 .4974 ,4975 .4 76 .4977 ,4977 .4978 
2.9 ,4981 1.4982 ,l982 . ..t983 .498-4 ,4984 

3.0 .49 7 . 49 7 ... 7 I .49 8 .49 8 ,4989 

.06 .07 

.0239 .0279 

.0636 .0675 

.1026 .1064 

.1406 .1443 

.1772 .1808 

.2123 .2157 

.2454 .2486 

.2764 .2794 

.3051 .3078 

.3315 .3340 

.3554 .3577 

.3770 .3790 

.3962 .3980 

.4131 .4147 

.4279 .4292 

.4406 .4418 

.4515 .4525 

.4608 .4616 

.4686 .4693 

.4750 .4756 

.4803 .4808 

.4846 .4850 

.4881 .4884 

.4909 .4911 

.4931 .-4932 

,4948 ,4949 
.4961 4962 
.-4971 972 
.4979 .4979 
.-4985 .4985 

,4989. 4 9 

0 z 

.08 .09 , 

.0319 .0359 

.0714 .0753 

.1103 .1141 

.1-480 .1517 

.184·4 .1879 

.2190 .2224 

.2517 .2549 

.2823 .2852 

.3106 .3133 

.3365 .3389 

.3599 .3621 

.381 0 .3830 

.3997 .4015 

.4162 .4177 

.4306 .4319 

. 4429 .4441 . 

.4535 .4545 

.4625 .4633 

.4699 .4706 

.476 1 .4767 

.4812 .4817 

.4854 .4857 

.4887 .4890 

.4913 .4916 
. -4934 .4936 

.4951 .4952 
,4963 .496.4 
.49?3 .4974 
.4980 .4981 
.4986 .4986 

4990 ,4990 
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APPENDIX V 

INTERVIEW GUIDE 

Interviewees 

-Director of KETA, Ministry of Commerce 

-PTA Coordinator, Ministry of Foreign Affairs 

-Technical Officer, Kenya Association of Manufacturers 

From each of the above, information was sought on :-

1) past performance and expected trends for Kenyan exports for 

the following categories : 

- food items and live animals 

- alcoholic beverages and tobacco 

- inedible raw materials (except fuels) 

- petroleum products and related materials 

- animal and vegetable oils and fats 

- chemicals 

- machinery and transport equipment 

- other manufactured items; 

2) reasons or factors that might be responsible for the trends 

discussed in 1 above; 

3) specific items for which the PTA has been particularly 

useful for their marketing; 

4) Goverment assistance in the marketing of the different 

categories of items; 

5) comments as to which categories of products the PTA 

directorate should place emphasis on. 

1 3 
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