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COMPANY FORMATION IN KENY: DEFORE 1945, WITH PART-
CULAR RIFTRIENCE TO THT ROLS OF FORZIGN CAPITAL.

by

Nicola Swainson

ABSTRACT

This paper will cxaminc some aspects of capitalist development
in Kenya before 19/5. The role of the state will be evaluated in the context
of opposing interest: thosc of local and foreign capitalists, respectively,
The paper ecndeavours to illustrate the process of domestic accumulation of
capital that ran parallel with investment from metropolitan firms in the
colony., The arcus and types of investment are explored and a comparison
is implicit in thc arguement with the present stage of indigenous capital
accumulation., The analysis concludes with some detailed case studies on
particular foreign companies thit entered Kenya beforc 1945, wherc the aim
is to show in some detail the cowpctitive relations of capitalist production
when applioed to-ihe control of a particular commodities; for instance, tea.
The theme throughout this discussion is compmetition of capitals, a mechanism
which was the Jdriving force behind both the cxpansion of Toreign firms into
the repion ~s well ~s the -~bsorntion hv these foreipm comn-nies of loe-l
¢ pit-l.
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COMPANY O \TION IN KENY' Wiamen i 19475, WITH P\RTICUL.Q REFTRIENCT
TC_THI R0L™ 0~ MTIIGT CAT™IT\L,.

Introduction

In Ylestern Aurope and \meric: in the late nincteenth century and
eirly twentieth century there was (1 cnormous growth of industry an! a rapid
concentration of pro'uction in ever 1 weger cnterprises — vhich was a churac—~
teristic feature of adwvanced capitalisme. This new stage of capitalism was
m.rked by the increasing size of enterprises and the formation of cartels

anc monopolies -thich -ittempted to control narticul.wr branches of production.”

The emergencc of these monopoly forms of capitalism did not,. however,
preclude the laws of capitalist commetition.
Capitalism in this coucentrated form sought to expand to areas where it could
realise a higher rute of profit. The est.blishment of idministrative control
over Ugusnc: and Kenya at the end of the ninetecenth century by the DBritish,
was in rcesponse to pressure from British merchant cuapital to increase control

over supplics of agricultural commodities.

It is immortant from the outset of our analysis to establish a
distinction between merchant and incustrial capital, and to explain their
interdepencence. Merchant capital Perives its surplus product from engaging
in uncqual exch.nge, iec. selling a purticular commodity at a price higher
than its valur . Merchint capivael is the intermediate step of transformation
from money capital to procuctive capitil. The accumulation of merchant
capital recuircs the expansion of commouity production which has. the effect
of disrupting pre~capitalist modes of production.,2 In 7Wast Afric: in the
first h.lf of the twenticth century, this form of accumulation of merchant

capital is evideit,

On a global level, by thc bepinning of the twenticth century the
profits to merchant capital had begun to <Jwinile due to the concentration
of production in response to compctition, anl it was increasingly forced to

give up its' ‘indevendent' role 1ind act as an agent of industrial capital.3

1. VoI, Lenin, Imperiilism, the 'lighcst Stage of Capitalism ,
(Progress Press, Moscow, 1968), ppe. 14=27.

2o For a fuller cxposition-of these points see: G. Xay, Development
and Undercevelopment « *iurxist inilysis, (Macmillun Press, London, 1975),
Chapter five.
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Due to the intenselv competitive con:itions for merchant capital which was

to culminate in the collapse of prim.ry commodity prices during the depression,
it vas forced into the sphere of procuction. By the enc of World War Two
industrial capital was prompted to invest directly in production in the

developing areas,.

In this paper, the intention will be to examine the development of
capit 11ism in one coloniil arez: Kenya, with an emphusis on the competition
betwoen capitals which occurs at all levels of accumulation, both merchant
4nd industrial. However, in Kenya, unlike in many other British colonies,
surplus from capitalist production was not the exclusive domain of the metro-
politan bourgeoisie, but was shared between this cluss and the local settler
class, Therefore, the focus of this study will not only be on the efforts
of British based cartels to control the conditions of production in Xenya, but

on the relationship between local and foreign capitals.

To begin with, the role of the state is evaluated in the context
of the opposing interests of local and foreign capital. It is important
to draw a constant distinction between the local administration and the metro-
politan government in cupport of their respective interests. The next part
illustrates the process of domestic accumulation in the colony which ran
parallel with investment from British conglomerates. By analysing capitalist
growth from the perspcctive of company formitions it is possible to examine
all types of enterprisc from agriculturc to manufacturing and to assess their
reclative importance. The areas and type o investment of these local firms
is explored ancd 1 comparison is implicit with the present stage of indigenous
capital accumulation. The section on trading outlines Britain's trading
position in ®ast Africa and the competition between the different national
merchant capitals which ultimztely nccessitated their move into production

after the war,.

The section on the role of international capital reveals the nature
and extent of forcign investment in Jifferent branches of trade and production
in Xenya before 1945, In each area of accumulation, an attempt has been
made to show the point at which merchant capital finds itself compelled to
convert to industrial capital after the 3Second Yorld War. This part is
concluded by three case studies on particular foreign companies which entercd
Kenya before 1945, each in a different sohere of activity. The aim here is
to show in more detail the competitive relations of capitalist production whe
applicd to the control of certain commodities such as tea ani soda ash.

In both these commodities a near monopoly was finally established by forei

industrial f.rms over the Kenyan sou'ce of procduction.
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Part 1. TIZ 0L O™ ™7 "T\T,

Zast ‘frica from The 1.t 17th century was linked vo world market
forces through British Coloniulism, it the time of the advent of British
acministrative control of whese territories the area ha¢ limited indigenous
markets as well as poor comrmunicatioas, an’ was later to be scttled by a
smill group of “uropcan farmers whoze intercsts were distinct from and often
opposcc to those of Dritish c.pit 1. It is vithin the context of these
opposing intercests that we will cxumine the vole of the state, © bhoth central

and local, in capitalist evelopment before 1945,

™rom the outsct of 3British awninistrative control of the thrce
Mast African territories, there emerged a policy of simple primary production
by metropolitan capital. Colonial cevelopment in Afric: in the 19208 was
designecd to increase the the supply of raw materials to British industry and
at the same time to cencourange the growth of 'capiive® markets in the colonies
for British manufacturcd goous. Thercefore,when it came to providing loan
capital for development in these colonies the central British administration
was loeth to sunply this finonce. Iowever, in response to the interecsts
of the local settler cliss, the colonial burcaucrats in Jast Africa encouraged
a policy of infrastructural develor)monto5 The finance for auch developments
in the late 19th 'nl carly, 20th ceatury was provided by the central guverimest
through 'Grants in Aid', which werc designed to promote such infrastructure

as roals wd railwvays thit would €icilitate the extraction of primary products

Colonial recorus regarding 7overnment policy on inlustrialisation
are scant for the pre- Second 'orld 'Tar period, which to some extent limits
the analysis.

56 In general, the coloniul government before the war backed the
settler intercsts, see for a fullcr cxposition of this point: "o HcGregor
Q0ss, Kenya from ‘lithin, Tevised cdition, (Trank Cases, 1968.)

6. By 1936 the total of such grants in aid to British territories
in Africa had only reachad £27,000: Lord “T.M. ‘ailey, An African Survey,
( Revised edition, Oxford University Press, 1956, p.1323).

(rants in ai! after 1929 were administered under the first Colonial Develop—
ment " Act, which hac been put forwr! mainly as a means to help solve
Britain's unemployment problem, and was therefore Cesipgned to provide funds
which would in the first place service the iatercst on loans raised by
colonial governments siving contracts to British firms. In fact, cconomic
wepression prevented colonisl governments from raising loans, hence the

low fizure for 1936 ~uotcd ibove.
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from the interior. 3y the end of the 1920s, sovernment investment in
infrastructurc in Tist Africa had been considerable; for instance almost
1300miles of new railway trick were opened, with a corresponding cxpansion
in rolling stock and five decp watcr berths werc built at lHombuasa between
1920 and 1932. 7

Incecd the Colonial Development Act of 1929 had placed emphasis
on the construction of railways an.. promotion of trade and commerce with
Britain. Thus, in acdition to *he grants in 2id to insolvent colonies from
1929, the central government decided to make available freoe grants or loans
of up to &lm per annum for all British colonies, with rslief on interest
charges. The scheme took for granted that a large amount of expenditure
would be generated by colonial economies themselves through the cxport of
primary proluce. But the instability of world commodity markets, on which
coloniil economics largely rclied, caused a cut back in revenue after 1929,
despite the surplus generated betwecn 1925-1929, Aftcr 1930 a policy of
'rctrenchment ' was followed by the contral governmont. Txisting services
were to be cut back, anl! once budgets ha’ been balanced, all administrations
vere expected to huill! up large surplus balances to remove fin®ll:: the need
for British grants of vhatever kind., Thesce nrogrammes of retrenchment in
the Tant Africin colonies, as well as sowmc poorer colonies, totally ruled
out the use of the CHA concessions for nev projects of any kind.8 The
following table shows how necglisible was the effect of CDA to Zast Africa.
Table 1 - Allocations to WA from th. Colonial Nevelopment Fund

Yoar Konya Tangnyika Uganda

1929/30 00 112 o

1930/31 67 a1 18

1931/32 -1 63 0 (£20001s)
1932/33 11 17 0

1933/34 0 13 -1

1934/35 17 126 2

Total 1929-35 209 512 21

(Source: CoDoAoCo Annual Report 1930-1940, in Brett p. 137)

o Tolo Trett, Colonialism an’ Underdevelopment in Wast Africa, the
Politics of Fconomic Ch:ingc, 1919<1939, (Nairobi, Heinemann, 1973).

This book is one oi tac host sources of intormation regar-ing British
policy towards the colonies, weforc 1915,

8. ToAe Brett, ibic, po.143-1l/..
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Iy 1930 even grants in i hl beea preclu ed (supposedly replaced
by the CND\ nmchems), an® the policy of rotrenchment 'ras in full swing. The Lord
Privy Sc.il in September 1931 sugaested to the colonies that in order to assist
the Unitecd ingdom, . colonics in rcceipt of grants in aid should make a1l
economics possible, fuhilst in thoee better pliced no loan:n shouls be raised
if possible, sincc every loan raiszed vill necocorily put v fresh strain on
the structure of Britich credit®. The depressod conditions in Britain and
the colonies hat made it impossible for the OD\ assistance to be utilised
to any effect. Revenue in the colony was derived mainly from local sources,
of “rhich the most important cstablished by the local administration werce
native hut (or poll tax) wn’ customs .‘utics, which .lonz procuced 60-807 of
all revenue ir the colony. The setlicer community objected to any form of
Mrect income tax, which they werc successfully uble to evade until 1938,when
the central government was able to force .\ bill on the colonial administration
to tax the local TMuropean farming community. Including cross—payments with
regar to the .railway administration, cxpenditurc in Xenya Colony rose from
£1,909,051 in 1922 to £3,11/,912 in 1930 . Kenya's public debt in 1936 was
ecqual to £17,560,0005217,200,000 of this wac incurrcd hetucen 1921 and 1933,
of wthich 75% was for railways ani harbours. As revenues dropped in the 1930s,

9

intercst became a heavier burden on the loc:iil administration.” At no timc
had the metropolitan governmcint mide provision for long term loans to assist
either agriculturc or manufacturing. Indeed, the colonial Wministration in
Tast Africa was frovned uvpon by the Colonial Office for investing a heavy
proportion of its rcvenuc in infrastructur :1 developments that were not
considered necessary on such a scile in an arco that 3icd not have a very high
recource potenticl. The Colonial Oftice felt that both settler and native
arricultural nroluction was too smdl to merit the high level of protcction
offered. 'The whole policy of ienyn rccuires roview with the gencral end
of taperine off the bounties an:! protection on the parasitical crops and so
stopping them becoming . burven on the rcal economical industries of the

countryﬁlo

an unpublished conforence pupcr presented at the Cambradge "Hstory
Conference in June 1975,

Go Oates, Thc Coloni.l Officc, Xenyx and Development, 1929 ~ 1945,

10. Colonial Office Report — GO 652/12/15201, Macmillan Jibrary.
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The imperial government wis clearly not willing to offer capital
agsistance on any large scale for agricultural concerns that it considered
to be non-viable. However, vhen tl.c depression hit the prices of primary
commodities hard, the-administration was forced to support these 'uneconomic!
farmers, and 2 land benkwss forme” in 1931 to provide credit on easier
terms.  However the most common forms of credit heforc and after 1931 were
through the commeircinl banks that has estiblished themselvee in Tast Africa

lo:ns
cduring the 1920s3 a2ll of whom woul: acdvance/to handle the producers crops

It will be shorm that both on a general and specific level that the
British need for complementary colonial economies rcsulted in a lack of in
interest in induvstrial development in the colonies. Murthermore in the few
cascs where colonial industrics did present a threat to metropolitan capital,

they were scuushed by the central colonial administration.

The work of the development agencies set up in the .1920's reflected
the British government's unwillingness to establish colonial industries.
The Empire Market Board for instance gave no assistance to manufacturing
and limited itself to the marketing of Tmpire food and raw materials.The
Colonial Nevelopment \dvisory Committec placed no limit on its sphere of
activity, but ignored the industriil sector. By 1939 it had allocated just
under £3 million of which 2£151,000 was for industrial projects, and of this
amount, only &£23,000 or O.}f of the total allocations hac been disbursed
(£16,000 of this went to the mcat nrocessing plant for Tanganvikae.) As
we will show in the scction on trade, by the late 1930's Britain still
dominated the B African market for manufactured goo-ds, and needed to defend

2
this position against .ny thrcat from potential local manui‘acturers.1

The two most significant cases where the British government
suceeded in destroying import subctitution were the match factory set up by
Japanese interest/ancd a twine factory which was backed by British capital .
both of these projects were in Tanganyika. The match company was under
pressurce from the Colonial Office in 1928, for schemes of this kind might
present a serious threat to the hold which 3ritish manufactured goods had
cxerted over Wast African markets. Accordingly, the British government
imposed an cxecisc duty on the local product which served to contradict the

local protection afforded by the existing import revenuc duty. The match

11. ReMeA.  van Zwanncnberg, Colonial Capitilism and Labour in Ke
1919-1939, (East African Iitcrature Burexu 1975), pe<l.

12, T.A. Brett, op. cit., p.255.
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factory, having to fuace such stagzeriiy conlitions was to collapse after

several years.

tnother examplc of »ressurcs brought to bear by Iritish industrial
capital on 'infant industries! in the Tritish colonies before the Second World
Jar can be found in the casc of the t'rine and cordage industry which had grown
up in Kenya and Tenganyike in the 1¢20's. The Imperial Prefercnce system
estublished between Rritain ancd her colonies after the Ottowa .ugreement of
1932, was supposed to guarantece colonial procduccrs free access to British
an? Commonwealth markcts. Tlovever, when the cuestion of colonial industries
exporting their manu”cturcd goods to Jritain arosc, it became clecar that
the Preference system functioned only selectively uas thig letter from the

Secretary of Statc addressed to the fovernor of Tunganyike in 1934 showed:

",.. the Secretary of Statc has rceccived very vigorous complaints from™ the
binder twinec manufacturcrs in this country about the importation of binder
twine from Tanganyika. ''hile the actual -mount is not large; only abour 500
tons out of a total consumption of about 10,000 tons n.i., the manufacturers
complain that the arrival of the tirime in this country an'® jts offer at
prices substantially below their own is threatening to undermine the whole
structure of the industry...the homc market is the only sccurc market which
the menufacturers enjoy and it is only in that market that they can make any
profit at all...the Secretry of State cannot but admit that the complaint
of the manufacturcrs is a rcasonable onc...the agrcement by which the rope
manufacturers have undertaken to foster the use of colonial sisal in this
country and elscwherc, is of the grcatest importance to the colonial sisal
producers and thcy coul:’ not possibly countenunce any action which would

. . 15
alienate the sympathies of bthe ropc manufacturcrs' .=~

This was i clear threat to the coilonial nroducers of twine that
if they did not ceage their cxports to metropolitun markcts then stern
measures would hc taken against theme. The Tainganyikin comp.ny refused to
agree to restrict ite cxports, so 4 prohibitive toriff was invoked in 1934
on a whole range of articles, ineluding sisal twince These moves forced the
Tanganyikin procucers to negotiatc irith the Federation and agreed to raise
its prices if it was to be allowed entry to the Dritish murket. Under these

conditions they coul: not survive and the company ceased operating in 193c.

13. The details of this con’lict and the official correspondence
between thc Colonial Office and the Tonganyikun tuine company are to be
foun in a pamphlet: Prohibitive Duties on Colonial Impirc Products,
(1934), Macmillan Tibrairy.
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CunliffeTLiester,. the Secretary of State for the Colonies,
was in 1938 asked to explain the untimely demise of the twine industry
in Tanganyilka by some members of the Joint Bast Africa Board (JEAB)
who had been involved in the Tanganyike scheme., In defence of
the Imperial Government's acitions Cunliffe Lester denied that frall
goods manufactured by native labour within the Colonial Empire
would be debarred from Britain" but he stressed that '"the great
interest of the Colonies is to secure markets for their primary
products' and underlined the importarce of 'complementary preferences
covering primary exports to Briizin and British manufactured exports
to the Colonies". The hasis of the Imperial Position was made
clear in the conclusion to his speech:

.."It is only in comperatively few cases that a conflict
of interests arises, and in such cases I hope that the realisation
of the importance of the general policy will lead to satisfactory

4
agreements (as in the case of the Cordage Company“.)1

The members of the Tanganyika legislative council did not
consider the arrangement to have been satiszfactory in any way and
anr af tham wea rapvzhial e wesy iy wl'uvelr lne UecLslion  was taken

to impose the tariff on the twine industry:-

"If we are to accept it as & hard and fest rule thet no
industry can be eallowed to establish itself without having to pay
the full cost of Customs Protection as it existc in this country
today, we can never hope to establisii local industry in this
country and what will be our posgition ir the future if we allow this

to happen?.15

These examples show the Colonial Government's support of
the interests of British indaustrial cepital. However, if the plant
concerned only produced for the local market, as in the case of the
Kenyan sisal bags industry (East Africar. Bag and Cordage), then
the attitude of the metropolitan government was one of indifference.
The only two cases during this pre-war period vherc state support
was given to manufacturing projects was the flax mill in Tangenyike
and the beef processing factory in Kenya. 1In the case of the Iiebigs

meat factory the state undertook tc provide not oniy the loan capital

14. Pamphlet, ibid.
15. 1Ibid.
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for the construction of plant, but they also guaranteed to ensure the
factory a consistent throughput of cattle by introducing compulsory
purchase legislation. This assistance to the meat packing industry
was prompted by settler demands for an outlet for their high

grade chilled meat. More important to the administration in Kenya
was that the factory prrovided a chance for the forcible 'destocking!'
of Kamba herds,; which the administration considered to have seriously

overgrazed the 1and.16

It was, however a consistent principle in Kenya, where
the settler class was more substantial than the other two territories,
that if the interests of foreign cepital affected 'local' manufactu~
rers the local administration would consistently back the local pro-
ducers, albeit not always successfully. The most striking case
in the pre-war period was with regard to the manufacture of wattle
extract. Throughout the 1930's a prolonged battle was fought between
the international company, Forestal Land and Timber Company, who
used the Colonial Office to support its claims to monopoly, and
the local producers of wattle extract, an Asian firm; Premchand
Raichand, who were backed by the local bureaucracy. Forestal was
in a stronger position due to its size and influence at the
Imperial level, and eventually won the battle to control the
conditions of wattle producticn in Kcnya by establ.shing a duopsony

with the Asian competitor on terms Ffavourable to itself.17

It is necessary to substanticte the claim that the
settlers were able . manipuvlZtethe locel administration to their
own advantage, in Keiya. Lord Delamerc's effect on the policies
of local government in defence of the large settler farming
interests can be illustrated by his role in the Repeal of the
Income Tax Ordinance of 1920.18 The MNew League, which
represented a group of settlers, with Lord Delamere as its spokesman
objected to the introduction of taxation that would affect the
'non-native' classes. The tax bill had heen instigated in response
to Colonial Office pressure in the 1922 Budget for the Colony.

Lord Delamere then moved a resolution in the Council that, the

Income Tax Ordinance of 1920 shovld be repealed and increased

16. This move was met by strong resistance from the Kamba cattle
owners who were to delay the whole oper&tion for several years by
blocking the attempts of the administration to force them to sell
cattle to Liebig's meat factory. These details can be found in:
Kenya National Archives (KNA), CS 2/23. In

17. M.P. Cowen, Wattle Production in Central Province: Capital
and Household Commodity Production, 1903-1964, (IDS Nairobi
Working Paper ZAugust 1975).

10 w Malmacnr Rana. on.cite. VP 156—157.
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import duties should be substituted for income tax on European
gsettlers.! The Kenya government made representations to the
Secretary of State that the tax was umpopular in the colony,

and the Secretary of State sanctioned the repeal of the income
tax bill in May 1922. The provision was that new customs duties,
calculated to produce equivalent revenue of a type to fall on
'non~native'! purchasers were substituted. This victory of the
larger settler class had avoided direct taxation and at the same
time promoted nationalist measures designed to encourage import
substitution of many goods, particularly foodstuffs. Indeed the
principle of protection was re~affirmed by the Kenya Tariff Commitee

of 1929.1q

Indeed the whole financial policy of the colony up to
1930 was founded on the principle that Africans should provide
the bulk of tax revenue while the Europeans had access to most of
the services. However, by 1933 with the slump conditions in
Britain, there was increasing pressure from Britain that the
continued failure to balance the budget in the colony should lead
to the introduction of income tax. It was accordingly introduced
in 1936, as there had been a change of governorship that year,
which the Colonial Office hoped would ensure the uninterrupted
passage of the bill. The income tax was finally introduced in
that year after two unsuccessful attempts, one in 1920 and the

other in 1931.

Therefore, it can be concluded that very little direct
assistance was given to the processing and manufacturing industries
in the East African Colonies before the Colonial Development and
Welfare Act in 1940, whicl. was to make available £5m per year
for ten years for 'schemes for any purpose of its people'.2
During the 1930's the Kenyan Farmers Association (KFA) had kept
up constant pressure on the Dast African section of the London
Chamber of Commerce for imperial policy's tolerance of industriali-

zation in the colonies. In 1936, the East African Section of

19. Details to be fournd in. The Report of the Kenya Tariff Committ

(Government Printer, Nairobi, May 1929); aveilable in Nairobi
University Library.

20. Lord Hailey, op.cit.; p. 1323.
21. Ibid, p. 1324.
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the Chamber of Commerce pressed the Colonial Office for a clear
decision on the issue, and the reply was that 'there was no law
by which the Colonial Office couid prohibit industries'.

The war was to act as the final catalyst to the changing
needs of British industrial capital, so that after 1945 a new set
of colonial policies were to emerge. The managing director of
Smith Mackenzie™  had even claimed by 1939 that 'the opinion in
England on secondary industry in the Dominions was altering to

the better'.24

Therefore it can bu observed from the outset of colonial
rule that there occured a juxtaposition of metropolitan interests
with those of the local settler class. The dynamics of this

proposition will be born out in the following sections.

Part II T.OCAT ACCUMULATION, 1907-1945

Before examining the impetus behind the expansion of
international capital into Kenya, it is first necessary to
outline the nature of the local settler class in the Colony.
The basis for their accumulation was the land and agricul ture.
However, we shall not be concern with the workings of settler
agriculture in Kenya, a subject which has been dealt with elsewhere,
because the primary interest of this study is in non-agricul tural
capital formation. It is felt that this type of accumulation is

best reflected by a focus on company formation.

22. 1In: London Representation of East Africa, a London Chamber of
Commerce Debate, in, the 'East Africa and Rhodesia',
25/1/40. (F.0. Library, London No:(S) 15318.).

23. Smith Mackenzie was one of the largest British-based, import-
export firms which operated in Xenya from 1907.

24. E.A. Brett;, op.cit., p. 27G.

25. PFor instance, the research of Apollo Njonjo for his forth-
coming Ph.D. thesis on 'Liand and Class Formation in Kenya!,
(Princeton University)7 and also R. van Zwannenberg,

'Colonial Capitalism and Labour in Kenya', East African
Literature Bureau (1975).
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This analysis on company . formation in the Colony has
been divided into two parts, the first from 1907-1922, the second
froms1922-1945. Thesc divisions are important in that they
reflect both a change in the pattern of company formation, which
after 1922 is more extensive and diverse, and also a significant

26

change in company law.

Part II (a) Company Formtion 1907-1922;

The settler class was primarily engaged in extracting
surplus from agricul tural production. Due to their prominent
position, they were able to use state mechanisms to support their
own interests; for instance legislation was passed which ensured
that most productive land was allocated to themselves exclusively,
and the labour laws guaranteed supplies of 'native labour' to
European estates. What was the pattern of company formation and

in what type of enterprises did trvse few individuals invest?

A most striking feature of this first period of compeny
formation in Kenya is the instability of such investments and the
interlocking nature of ownership.27 The average life span of the
first thirty-five public companies to be registered in the Colony
(the date of formation to the date of winding up) was only nine
years, with five of them surviving for less than one year. The
'concentration of assets' of these firms amongst such few
individuals can be shown by examining their personal holdings.
Lord Delamere, one of the most prominent settler barons, owned
a share in the capital of three of these companies, These
companies were Unga I.td, Nyama Ltd and the Times of East
Africe, en important instrument of settler politics. Nyesma was
a cattle ranch, and Unga was a grain milling concern. Delamere's
position &s a large farmer and politician was thus reflected in

his business formations.

The infamous Capt. E.S. Grogan, another prominent
settler-politician, who was principally a timber concessionaire and
property speculator, had shareholdings in a total of 6 out of these

35 companics. Most of these companies were owned jointly with

26. These two subdivisions were chosen partly in accordance with
the registers in the Companies Registry, Nairobi. 1922 was the
point when the Indian Companies Act, operative in Kenya tefore tha-
time, was changed to the British Companies Act, which in itself wa
partly a move to accomodate the increasing scale of company format
in the Colony.

27. There is a »Harallel here with the prescnt stage in Kenya of
primitive accumwlation by indigenous Kenyans.
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other members of his family, notably his wife G.T. Grogan an.’ his brother
@roan. *11 these 6 companies were concerned with the exploitation

of lani/fg;Operty ¢ they included Kiliniini Harbours anil Wharf Co.Ltd;

Upper Nairobi Township :ind Sstate Coj; Masailand Trust Corporationi Ndimu

Ltd; Miti Ltd; and Kenani Fibrclm(‘-.s.28 The control of Wilindini Harbour

and Wharf Company became controversial and illustrated the political strength

of this settler class when it camc to manipulating the state to its own a

advantige. The compuony had been scet up in 190¢ by Capt. Grogan, along with

his wife and another secttler, W.C. 'unter, with the Grogan family having the

controlling interest. Grogan hual been 'unofficially? granted 50 acres of

land abutting on ¥ilindini Harbour in Mombasa, which was not confirmed until

1918, Here he had conctructed a smull timber wharf, equipped with overhcad

transport gear for unlo.ding cargocs from ships. There was strong pressure

on the administration from elements of the settler group to purchase the wharf,

They resented the fact that an essential service was controllcd by an

individual rather than by the statc. ™inally after four yecars of negotiation,

Grogan agreed to sell to the Government the wharf ind 50 acres of land at

a price of £350,000, in 1925, This 'package' included the wharf vhich had

been valued at £37,000 in 1920 and 5C cres of land which had been granted

to Grogan under a lease with nominal rent.il only, und some adjacent properties—

making in all a total of 146 acres. The Government hed not only paid an e

exorbitant price for the wharf and surrounlding lands, but they were not able

for somec yeors to come, to enjoy the use of the wharf which had been privately

leased by CGrogan to 1 whirfage compiny. ™is leise continuczd to operate to

the exclusion of thc new owner: the Government. TFurthermorc, within six

months of purchase, the wharf begin to show signs of collapsce.
b a

W¥oCo "Tunter, a company sccrectary by profession .hid sharcholdings
in no less than 9 companies, several of which overlapped with Capt. Grogan.
These companies, including the Upper Nuirobi Township Co. were mainly
concerncd with property and farming. Similarly Mr. 7. Fletcher, a law clerk
in ¥Yairobi, hac¢ sharcs in /Ocompanieso Again these companies were largely
concerned with land, property and firming, the only exception being Nairobi
Motor Transport a company run by he and Junter. Fletcher was also involved
in Lord Nelamere's company' Nyama Ltcdt', with Tlunter.. :Jis companies also
overlapped with Capt. Grogan, for instance the joint subscribers for the

Masailand Trust Corporition were Grogan, Allsopp and Tletcher.

<8, Kenani Fibrelunds was 2 sisasl estate and Miti Ltd was a timber
company, The others were concerned with land and property development.
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The Mackinnon Brothers <9 owned two companies in this group, which
were both concerned with land cevelrpment: the Nairobi Prospecting and
Acquiring Syndicate (1907) and iMackinnon Bros Ltd. {1911). These two hac

established themscelves through the impoari-cxport trade.

If thesc scttlers were not engaged in farming full time, they all
were cngaged in som: kind of profession, which they uscd as a base for accu-
mulation. These were cuite varied — accountants; solicitors, jewellers,
engineers, architects and so on. Howcver a common feature of this carly

phase of primitive accumulation is the combination of ownership and management

in these firms. Some other characteristic features of these carly companies
are that the areas of investment are limited in scopc and dirccted towards
concerns that will rcproducc capital rapidly. In other words we can consider
this stage of accumulation to have been highly speculative, given limited
arcas of invcstment «n® the unstible nature of many firms. An example of
this concentration on particular types of centerprise can be found in the
fact that out of a total of 35 companies, 25 were involved in land and pro-
perty development and agriculture, with the rest in trading and small scale
servicing such as printing and newspapers. Another aspect of this initial
stage of capital formation is the scarcity of investment in forms of manu-
facturing, that rccuire more cipital. 'e only see capital expanding into
basic manufacturing in the next per.od after 1922, Tue only cexception to
this rule after 1907 was thc Momb..gca Wlectric Light and Power Company, forted
in 1906 to gencrate elecctric power in Mombasa, which became the first town
in British ®ast Africa to have clectric 1light. The company was notable in
other respects for it was unusuilly a partnership between Asian an? Turopean
gshareholdcrs; Messrs Tsmailjce Jivanjee & Co. held 707 and Ald Udall ct al
held 307, In 192/ this company ''as to be incorporated as East African Power
and Tighting Co, a public company. This formation included the recruitment
of "forcipn' .xpertisc in the form of Power Securities Corporation and
Balfour Bedtty,Bo vho acted as the companies'minagement and technical con-
sultunts until 1970.

A1l the first 35 public companics are now extinct, although
several, as in the case of TAPL werc rcconstituted in a different form.

Unga, originally Lord Delamerc's prescrve, was rceconstituted several times,

29 These were the Mackinnon brothaers who also controlled the Tast
African Trading Company.

30. From 1922 onvwards the Tast African Power and Lighting Company
heen maniged by power Securities Ltd - nd Balfour Beatty of London: until
1970, when the power industry was nationulised in Kenya.



-1 - IDS/ TP 267

and from 1928 onwarcs it was controlled by the XFA vhich was dominated hr large
settler farmers.Bl Towever most firms Jicd prematurely, for cuite predictable
reasonSe <or instunce thc 'Cooperative Socicty of B.T.le! ent into liquida-
tion only'/nig%ths after it. form:tion in 1907 cuc to *'the large number of
debts which still remsin's  The iixirobi Printing and Publishing Co. collapsed
in a similar faishion, the same yo.r as its form:ition in 1904, The Times of
wast Africa, a newspaper controlled by Lor” Delumerc lasted from 1905-1908

when it was reformcd. The absence of isian capital in the public company
sector was not :ltogethcr surprisiag for their merchant capital was not yet

on a largc enoush scale to form public companies, and their commercial activi-
ties aroun’ the burn of the centurv were confined to business partnership formg,
Tho tro excentions in this group vere the Mombasa Flectric Light Co,which
was a partnership, ancd the Indian Trading \ssociation, registercd in 1904

with an issucd capital of Rupcus 100,032 which went into liquidation six ycars
later in 1910.

This pattern of curly compony formation of scttler companies in
Kenya Colony exhibits certain fe.itures which arc common to most preliminary
stages of primitive capital accumulation. Thesc features can be summarised
as general instability, limited range of enterprises often of a speculative
naturc, and interlocking porsonnel; both in terms of management and share-

holcing,

Part 11 (b)

Sompany Formation, 19<-Z=1945.

Number end Size of Companies: We have laid stress in the first period (from

1907-22), on the unstable pattern of the carlicr public companies fcermed in
Xenya. Converscly, the 1922-45 or interwar period is characterised by a
greater degrce. of stability .nd by the expansion of companies in the Colony,
a nrocess accompanicd by an incrcase in the numbers and activities of firms
both local and foreign. Indeed it is predictable that »fter two decades

of capital accumulation in the Colony, companics would survive over a longer

perio¢ and exhibit more stablec characteristics » The following table shows

31, Unga Ltd is still in existence ind is part of a larger conglomerate,
Mercat Ltd, vwhich is now the dominant firm in the bread and grain milling
industry.

3?. This information on early comnanies in Kenya was derived from the
first Public Companies Register in the epartment of the Registrar General
1907-1922,
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the number of firms on whe register ~n- those struck off cach year between

1927-1945.

Table = Comp .nicec on the Register and those Struck OfF.

Year Co's on Tegister GCo': struck off S.0ff Co's as 7 of
Total

1927 2869 19 566

1930 399 37 9.3

1933 LT 30 6ol

1936 593 29 5.0

1939 641 25 heO

1942 670 G 2.6

19,5 €11 16 2.0

(Source: “nnual Reports of the Registrir General).

This table illustrates a consistent trend of expansion in the
total numbher of companies on the register in the Colony, rith a corresponding
rlecline in those struck off or removed from thc register over the period
between 1927 n' 1945, (1930 marks the highest number of companies failing

vhich is when the effccis of the Nepression were felt in the colony).

Privite Companics:

This growing level of compiny formation was accompanicd by an
cxpansion in the iz 0”7 such comp.unies as well as in the range of activitics
in which these firms vere cngaged. Out of a 1/3 1list sample of companies
registering botween 1922 nd 1945, the average paid up capital for the eighty
five companies was £97,065. Tlowever, Eﬁ;adav§rage covers a wide range of
firm sizes, (with a stundorc ucvidtioq/of'Some companies have only a small
paid up capital; for instance, Cobb Ltcd; a settler firm of nlanters had
equity of ~499 . Dut some were much larger such as the Bust African Tanning
and .ixtract Company,33 thich was owned by = British firm of wattle cxtract

manufacturers, an. hac a paid up capital in 1937 of 2800,000.

This sample of privatc companics gives some indication as to the
areas of investment in which cach racicl ~roup was involved. Table (4)

shows that the 1l:rgest cotegory of all the communities together is that of

33, The 3ast African Tannine a1’ “ixtract Company was ovmed by
Torestel Tand and Timber Sompany irom 1933. This parent company was ba
in Britain and was & dominant manufacturer of hark extract.
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wvholesale 1’ retail at 27" of the total number of compinies, followed by
agricultural pro-iuction at nineteen percent; import-cxport at scventcen point
eight ani buil:dng construction ' real estate accounting for nearly seventeen
percent of the totole [Irom this sumple Zuropean firms predominate in the

arca of cgricultural production largely due to the fuclt that the settlers

had prcserved this particular irca of accunulation exclusively for themsclves.
The next largest area for investment by .uropeuns in this sumple is in pro-
perty anc real estate and there is only .. small interest in manufacturing

of any kind. ™his is prodictable heciusc the processing of agricultural
products ‘ias undertaken by the scttlers in some cases colloctively through
such organisations 1s thce Kenya Farmers Associution, Kenya Co-opcrative
Creameries, and the Kenya Planters Union. It will be shown that in the larger
public companies during the same period of company formation (1922-45)

Luropeans took cuite a substantial interest in processing of primary products.

The resulation against land holdings in the most productive areas
of Kenya that applicd to 'non-turopeanst! cnsured that Asian ,BL participation
in agricultural production until Independence, was minimal. Prom thc sample
it is clear that Asion merchaint capit.il was channelled mainly into trade
and services, the largest category being the import/export trade, followed
by wholesile/rctail and services. Tims thore was a considerable increase in
the rate of Asian compwny formation before 1945, Turthermorc, leaving aside
the registered comprnics, Asian partncrships also formed .in ovoerwhelming
proportion of those firms repgistered unicr the Busineas Partnership ACtaBS
For instance in 1949 they constituted no less than 907 of these business,
although by 1955 this proportion ha¢ dropped to 755, i\fricans having filled
the gap. (Africuans do not rcally featurc in company or husiness partnerships

until after the Seccond "orld Yar when in 1946° 2/ companies werce formed).

3o In 1915, the Crown hands Ordinance empowcred the Governor to veto
lan® {ransactions betwcen races. wen in 1908, Tord £lgzin had noted; 'es..as

4 matter of administrative convenicnce, grants of lanc in the upland arcas
should not %e made to Indians'. Africuns were confined to the Reserves which
had been established by the Coloniil Govornment. This hac the effect of
reserving the miss of the primc agricultural land for whitc scttlerse.

35 The Partnership Act cnabled only iwo partnecrs to partreipate in
business which was not nrotccted by limited liability, which meant that debts
incurred by the business could fall on the pertners personally . This would
be a consicderable disincentive to developing amy large scale business under
the partnership act and thercfore most prinerships consisted of small shops.
'Partnerships! must be distinguished from limited liability companies in this
paragraph.
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However it is simgnificant that in the earlicr ycars of cormany formation
these Asian business paritnzrships wore largely confincd vo wholesale and
rctail trade on ~ very amall scale, Any caterprise that nonled to raise
large sums of local capitol could.do se moia effectively through the vehicle

of a joint stock comp.nr,

It is clear from this sample that Asian merchant capital was not
to expand in any signilicwnt vay into munufacturing uwnitil after the Second

Yorlc Tur, Toucver this needs cualification as Asian firms hLad moved into

certain forme of primary processing even befere 1945 the most important bLeirg
0il milling and cotton ginning in hoth Kenya snd Uganda. The merchant capital
accumulated by this group through timide and commerce and smell scale primary

processing before the war was to provide the basis for thei., move into

iy

industrinl production after 1945, loys ddeatified this class as a merchaub
1

capitalint class which was poised vo beeome an ircdusirial bourgeoisie of the

classical typeie- 26 After the war, large Sndurbrial empiprcs grew ud such as
those of the Mcdvharass, Chandarid and enjits although ithis potential
industrieal . B)urrculb#lq never able *o fully consolicate its position
in Kenya beyond maidng temorary alli-ncen, heocuse of its failure to conbrol

state powers.

The weidmess of gatticr cupital was ovident when it came to with -~

standing competition from -sian an? Forclimy Sirm: and is chown by its failurc

vo move into in'ustry after tiac Sceond Yorld Ver, Thercforce imacdiately

p

arter the Second "orld "o, hotwoc., Iy AS 21t 1255 A Jomze proportion of

local getller firms wicre sbgorbed either by Asian firms or by foreiga basod

37

corporaticns. although the moversnt in cuantitative terms in the 1922--L5
sample is limited, a tendcncy of Asian firms taliing over Furcpean enterpiriscs
is cvident, The folleowing eight companies fall intc this categery, ie.

they were owned by SGureocans before the war and almost all of thesc wcre

taken over immediately aTter 1945,

= e, e e e

36, Colin Leys, Undierdeveloprmone irn Kerya, tliz Poiltlcol Becaoay
of Neo-Culonialism, (Heinemann (k). 0= on, L975), po

37.° A yo int which is drawn oub in more detail bwiR, #glin, The
Oligopolistic Structurc and Cormetitive Characteristics of Mirect Forcig
Investmeny in lNenya®s danud cturans Jector MLum=o.. Cambividge Universit
1975), p.ll.
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Public Comm i

It is necessery for the completeness of this uuslysis to exuamine
public compony formatior luring the same period, 192<¢ ~ 1945, This has beea
sichieved by « onc quarter lict sample of .11 those public comnunies formed
botween those dates; see table 5. ‘Therc are fewsr nudlic companies in Fenv.
than there cre vrivate, an? it is irportont to bear in min! that public
companiies :re¢ in gencral larger formations than theiyr privatc counterparts.
To give sonic indication of the compurative size difforence between two types
of company, the average capital ner comp.mny in each of the samples was cal-
culuted. From eighty five private comprniss the avercge paid up capital pexr
company was £97,065(7ith a ghandard Jovi sbion of 22,2.57), whereas the average
equity for the ZZ Public companics was 2396,083 (stan’ard deviation, 20,908).

The Public and Private companices therefore cordng from different populations

ol compuamico / Oxh;ug%feferent characteristics, with the private companics

showing a slightly higher variation from the mcan.371

Table (6) Constitution of Samplos:3Q

Privatc Companics Public Companies

Rucial TH No of comp.nies acicl Gp  No's of comm:unies -

Asian - 50 59 Asion 2 9

Yorcign - 14 16 TForeign 9 A1

uropcan - 2l 25 Turopean 11 _ 50
85 1007 22 1004

The differcnt composition of the samples clearly show that the
Asian group form the largest proportion (5%.) of the private companies while
in the public group “uropcan in' Forcign firms predominiate together with 917

of the total number of comp.nies. 'Thercas the private dsion firms arc

37A. A 2 tailed t-test showed that the difference between the two values
of doflated paid up capitcl is significant at the 17 lovel (t=15.47).

The Companies piid up capital values werc deflited by a coszt of
living indox 1971=100) to account for price changes over the period,1922-46.
The cost of living index was derived from : study of re¢:l wages. Sec
MeP. Cowen and J. Nevmn, weal wages in Central Kenyz, 1924-1971,
mimeo, Nairobi, 1976.

38. These racial groups arc derived not from the nationclity of
directors, as in “he Registrar's classification, but raither those firmr-
with over 507 of its sharcholding falling "rithin - particul:r racial srot
Before 1945 there were very few 'inter-raciil' partnerships, sc this mst:
is cuite an accurate assessment of majority ownership.
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concentroted in the area of trading with small capitul recuirements. The

Zuropc 1 .nd Woreign groups of public compinics arc l.rgely situ:ted within
the arcas of manufacturing nd gener:l cengincering ine mining, (seec t-ble 5),
“he agriculturil sector of the public compinies s:mplc :ccounts fcr eightoen
percent of the totul number of firme, an’ local Turopc.n firms rc dominant
in this orca. The munufacturiag roup contuins five companies throe of which
are locul “uropein. These firms wrc significantly .11 concernec with the
processing of prim.ry pro.jucts rthercas the two forcign firms in the gzroup

ire engaged in non-agricultursl minufacturing. It will 1ator be shown in the

part on 'Intcrnationil Capital' thit the numbers an¢ scope of firms in 111

forms of sacon'ry industry wire limitcd in the pro-arar porioc.

dumber and Size of firims by racial roun:

1wving examined the types of ovublic and private compuny formation
in enya bhefore the war it is porhaps relavent to bhrieflv allude to the
Registrar Genercl's stotisticc on the size of companies in general, which
includes 111 of the throc types of compunies dealt with in this part; forcign

br.nch firms, private and public firms.

Infortunately there we no aggregate stitiatics on the relative
sizc of firms in each ruciil zroun hefore the Jecon:” Yorld *ar but the
followinz broakdoyn for 1946 of nominail cepital by each r.acil aroup is

generally indicative of the «c:le "ifferentials betwoen thems

Tablc () Numbcer and Gise of Compiniss legistercd in 1946:  (£)
1946 Buronean Asian Africin  Total
No of Co's Total ~~  No of Co's Total fo Nom Cai
Nominal Cupe ilom Crn.
71 1,099,705 65 550,490 24 . 86,700
39 Nominal Cupital must be distinsuished from pail up capital of

companics, in' it is only uscd here becausc it is the form in which the
legistrir Gener:l®s statistics awre orguaniced. 'lowever, from other simples
undertaken, it has been estoblished thut the nominal copital value stays
quite consistently above that of issued capitil. For/~The Repistry filing
fees :re structured accor.’ing Lo the nominil capital cmouat, there is a
moncetary dis-incentive in teerms of ¥ linpg fees, ugainst firms having a
huge discrepancy between nomincl and issued canit.il. African companics,
however represcnt a “oviation from +his norm for lack of knowledse of the
Companies Act in the eurly days of company formation (after 1945) meant
that there would often be a l.rge discrepincy betwecen nominel and issued
capital.
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Table (G) Averase Homin:l Cupitul for cach grour

Bnrope.in African
1940 &,500 Zh, 000 3,612
1950 17,500 33,000 7;L06%
1955 35959 50,000

~(only 2 cormp-nies)

( Source: Annual Reports of the Registrar Cencral)

In thic table 'YHurops.n firms? include forcign based companies, an:
this group hac the highest c.pital por firm before 1950, although it is
significun® that by 1955 the evorage canitil per company for Turonean and
Acian firms -vug approximately cruzle These gtatistics do scerve to bear out
the contention from the comwariron of public and priv-ote firms that before
1945 Asian firms werce gererally of 1 smaller average size than their Yuropc s
counterparts.

Toreign Dranch firmss

In «?'ition to thosc foreign companies registercd in Henya Colony
10 public or private firme, a Lirge number of lcpgelly classificd 'foreign!
firme were formed as branch offices of 1.rger companies registered outside
Kenyl.hl % high proportion of this forcign category of Ifirm invested in
mining enterprises. In 1937 2lonce wine new foreipn mining commanies were
regictered. These moves were in response to the so called '¥.kamega Gold
Jucht'  which attracted hoth forcign and local capitnl in a series of highly
gpeculative ventures. The following tuble shows how tcomous was this form

of investment in untried minernl »esourcos:

Table (9) Mo. of TForeiga Co's on legister Toreigm Co's
TR 1627~ 1937, struck off,
1927 79 ) _ 2

1930 103 1

1933 111 I3

193/, 103 17

1937 112 8

( Sourcc: nnucl Report of the Registror %encral),

v

1,0, These include all foreign based firms registered in ¥enya as
Private or Iublic commanies.

1. These foreian compznies «rc branch firms registered under Sec.’
206 of the Comdyimies Act and they arc exempt from filing nomes of directors
and any inancial deta.  They cunnot, therefore raise capital in ‘eny

and arc merely branch offices of foreign firms.
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_PART II7

T'DE 4AND PARIFFS Id THE COLO Y.

a) Tariffs in Kenya Colony.

Before discussing the pattcrns of trace in Zist Africa, it is nece-
ss.ry to evaluate the composition of tiriffs in Kenya Colony before the Second
World War,.

Prior to 1922, import duties in Xenya, as in 11 three Tast African
territories were limited in scope and were designed to riise revenue writhout
having any protective intent. MHowever, the emerpging class of estate pro-
ducers amongst the settlers, which relied on exporting agriculturel products
as well as supplying the home murket, clearly found that tariffs against
imported foodstuffs were necessary for their survivale. \s part one hag illu-
strated, the larger estute procucers such as Lord Delamere, exterted extensive
pressure over the local administration in the Colony. It is therefore not
surprising that in 1922 the Bowring Committee, which had been set up to evalua-
te the need for protective tariffs in the Colony , deliberately adopted the
principle of fostering 'suitable industries? as a foundation for economic
policy.LQ The main idea behind the recommendations of the committee was to
encourage local production for export in order to give stimulus to theagri-
cultural industry as a whole and ' to improve the economic position of the
Colony by so .eveloping local resources/gg to render unnecessary the importa-
tions of foodstuffs and other articles which could be loc.illy produced?.™
It was decidec that each br.unch of the agricultural industry would be given
substantial import protection for a4 period of seven years, after which time

its effectiveness would be re-considered.

Thus in 1922 a whole serics of import dJuties were imposed on specific
and general classes of items, for instance beer had a cuty imposed of 2/L
per Imperial Gallon, , Cheese and Butter a duty of 1/- per 1lb, and

Report of the Xenya Tariff Committee, May 1929, (Kenya Government
Printer), p.3

‘,&3. Ibido ’ po 2.
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wheat ( on the grain) a duty or 5/~ per hundred lbs. and ground, 6/- per
hundred 1lbs. 1In addition manufactured goods were in general subject to an
ad. valorem tox,; having been divided into three groups that imposed an ad

valoren tax of between ten and thirty pe::'cen’(;.,[‘dp

The structure of duties established in 1922 was to remain unchanged
until 1930, In 1924 a Cost of Living Commission was set up to monitor price
increases in the Colony, in response to considerable pressure from the white
petit bourgeoisic,&5 who by the mid 1920%s were ? feeling the squeeze! of

L6

increcased costs on their standard cf living. This cost of ILiving Commission
reported carly in 1929, and it was in direct response to this commission that
the Kenya Tarirf Committee wag set up in 1929 to review the svstem of tari<f
“n the Tclony. 1 the recommendations of the XKenvae Tariff Committee
were accepted by the Legisletive Assembly (ILEG CO) in 1930.

Under the new structure of tariffs, the aim was to protect certain
local industries more specifically than before, and to reduce duties on
certain items which affccted consumption of the settler class. Thus, the
existing system of classification by rates, was abandoned in favour of classi-
fication by cmmnoditiei, and 411 the ad valorem groups were converted into

. cps /
duties for specific 1temsz*7

The principle of suspended duties was also
introduced c . somc items in order ti t the three fast African governments
could more easily adjust the common systen of duties to their own requirements.
There was a general move of variff rates cdownwards, which was in response

to the scttler pressure which hacd inctigated the Cost of Living Commission.
There was a reduction :in rates of duly on imported sugar, reduced from 12/=
per 100 1b to 6/- per 100 1b; cotton piece goods from forty cents per 1b to
thirty cents per 1lb: on cement the advalcrem duty was reduced by 10%. The
most drastic reduction was on wheat { on the grain) and whest flour which was
reduced from 5/~ per hundred 1lbs. to 3/~ and from 6/~ per hundred lbs to 3/-,

)

respectively.*” This was certainly of assistance to the bulk of the white

Lo Blue Books of Kenya Colony, 1925-1937, (}hcmillan Library, Nairohi).
These contain the details of duties on each item.

L5. This class are not only smsll farmers but also small shopkeepers
etc.

L6, For further inform:tion on the Cest of Iiving Commission and a

complete real wages/prices index (1924~1972) see: Newnan <nd M,P. Cowen,
Real Wages in Ceniral Keaya, 1924~71 op.cit

L. Kenya %sriff Committee Report. ope.cit.,pe.l4

L8, Information from Blue Books, op. cit.
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In adcition to the foreign minin-~ companics that wound up many local mining
companies mushroomed betreen 199 a.t 193h. Tost of thenssuch as the Hyanza
Goldfields (1933) .n¢ the Kenyw .inins Investment Lt. (1933) only lasted

for 2 brief spell before collunsing unier a mountain of dehbt. This form of

speculitive cnuerprise aturact® both local an’ forcign capital .(like.

By shoring the extent of communy grovth an’ the type of formations

¢ have been -ble to highlight sovernal cspects of capitilist Jevelopment

in the Colony between the forld Wars. The overall featwres are that company
formation was largely in the arca of agricultural prowction, 2ncill.xry
services uncd the processing of primuiry pro'uctse It is also clear that such
processing vhit Jid exist in Teny: before 1945 was coatrollod by both local
Surope.n ans Toreign firms, while \sias vere more predominant in the area
of trade. Therefore, before 195, duc lurgely to the limitations of
capitulist ‘evelopment in the Colony, neither local or foreign cupital hac

moved to .ny significant cxtont into munmufacturing or secon’ary in ‘ustry.

Tablenigl, Sample of Private compunies repistered from 197:-A45 by nature o
entorprise anC r..cial proun. ( this constitutes a 1/3 list
sample of firms registering with the Registror Cencral betwcen
19Z2 = 1945).

Tot.:l

1. .igricultural
Procuction & fince -
Sorvices. i

h%
L

Food¢ anc¢. Hev lianf,
jnf of Chemiculs,
lilanf of Clothes and
Textiles

3¢ General Ingineering
anc Mining

L Truonsport

5. Investment anc

Finance ]
6o - Real iotate, -

Property, Building

«; Construction
7. Hotels & Catering
8. Import/Bxport

9. ‘holeszlc/Retail
10, Publicaing

Total Companies
in each mgroup 19 50 G5




Table 5 PUBLIC COMPANY SAMPLE

1

b

10

10

Sactor

Agricultural Production &
Ancillary Services

Manf, of Food, Beverages,
Clothes textiles and
Chemicule

General iingineering & Mining
Transport

Investment & fnance

Reul Estateﬁ Property,
Building & Construction

'otels & Catering
Import/lixport

Wholescle & Retail Trade
Publishing & Printing

Agric. Proluction & Ancillary
Services

Henufacturing of Foocd, 3Beverages, 7

Clothog, Textiles, & Chemicals
General Engiacering & Mining
Transport

Investment & Finance

Real Tstate, Property,3uilding
& Construction

llotels & Catcring
Import & "ixport
Yholesalc & Retail Trade

Printing & Publishing.

Total

-2 - L153/vr
TUROPEAN ¢ TORZIH % ASIAN % TOTAL ¢
10 O 1o 110
3 75 25 5 100
3 60 L0 5 100
” K3 6 5 100
100 1 100
1 100
& 100
1 100 1 100
1 50 50 2 100
100 1
11 2 22 100
PRIVATS CO'S SAMPLE PUBLIC CO'S SiHPLE
No 7
16 19 b 18
23
1 5 23
A LT 1 he
3 3¢5 1 a5
13 15.3 2 g
1 1.7
15 18 2 9
23 27 2 9
2 23 el
85 100% 100
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consumers {(ifricans mainly consumeu maize flour rather than ~theat), but what
was the effect on the Kenyan wheat in ustry? The Commitiece officially
concluded that the rcduction of duties on this commodity would '..have no
effect on importations of wheat for milling in up-country mills... also no
harm to the industry will be caused by a reduction in the duty to be levied

on wheat on the grain to the normul rate on foodstuffs*.™" Only two local
industries were directly protected ia the 1929 Renort, beer was given an extra
/50 cents duty, from the 2/~ per Imperial Gullon imposed in 1922, and the

tea duty was raised from /l+5 cents to /50 cents per 1b.

It would seecm Irom examining the chinges in t wiff structure in
1930 that the white consumers in the Colony werce taking precedence over the
principle of protecting local furming produce. This is certainly not the case,

due to the existence of hipghly protective railway rates for local produce.

The Tariff Committee rcviewed the existing railway rates and agreed to

51

support the coatinuance of the present structurcs, an¢ the extension of the
practice of differential rates between country produce and import traffic.

These approved railway rates fell into thrce categoriess

a) the principle of quoting low cxport .ratcs to {ilindini or
Mombasa for produce destined for overseas ports outside

British Tast African territories should be retained.

b) that when the nced arises to extond or retain markets within
BEA territories, favourable miximum railway ratec should be
ouoted, the question of consignments to the coast being given

immediate consideration;

c) The principle of differential rates hetween country produce and

import traffic should exist from all stations.

49 Kenya Tariff Committee, op.cit.,p.19
50, Ibics, pp.8-10.
51, A1l the Zuropean members of the Tariff Committee agreed that the

Railway rates shoulcd be retained and extended further to protect the agri-
cultural industry. It is, however, significant that the Asian members of
the committee dissented from this conclusion, thus representing the small
trading class as anposed to those involved in agricultural production.
'essoThe other party holds that the Riilway Administration docs not provide
the proper machinery for debating an’ decicing the amount of assistance
industries should receive through 'ifferential rates, that the existence

of such a policy is likely to introcduce political pressure of an undesirable
type.s!

(Keny: . Tariff Committee, op.cito.,p.10).
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Therefore it is clear that thesc railway rates provided an important

mecium of protection for local indusiries, cnhanced the cffects of protective
duties, «nd rendercd the importer. item consistently more expensive than its

local equivalent.

The turiff structure established in 1930, therefore was designed to
balance the interests of the ¢ifferent sectors of the settler community, anc
the railway rates still favourcd u strongly protective system. There is
virvually no cvidence of any-intervention on the tariff nuestion from the metro
politan government. The Ottawa Agrecement of 1932 established a system of
Imperial Preference between Britain and her Colonies,52 which was a response
to competition from other tracding nations. However in Kenya Colony the
internal tariff structure appears to have heen unaffected by the Imperial
Preference systemy, and the duties established in 1930 were to remain static

-
untll towards the end of the Second World ‘-.'L:‘xr..’3

b) Trade in the Colony.

As we rhall show in later sections, tae driving force behind the

expansion of international firms to fast Africa was the commetition of capital:.

In order to highlight, the intense compctition between national capitals
before the Second YWorld War, the trade figures of the colony will be examined.
The response to pressure of competition amongst international trading and
manufacturing firms in the Zast African market, was ultimately to go behind
the tariff wall and produce the article within the colony. This mechanism
of 'import substitution', was primarily in response to international compe~
tition, and started in Kenya before the war, :rith commocitics such as tea

ind wattle, and was to expand after 1945 into the arca of industrial goods
such as paint and cement. The pattern of interwar trade in the three East
African colonies will give some indication of the general nature of this

competition.

i) Imports:
The position of Britain in relation to other principal sources

of supply is traced over a period of twentvy two yenrs from 1925 to 1947 in
tables (1C) and (15).

52, For turther details on Imperial policy towards the colonies sece:
JoM. Lee, Colonial Dcvelopment an:® Goow: [overnment, (Cl:irencon Press, Oxfor
1947), chapter 3.

536 zefer to the Blue Books, op.cit.
54 A more Jetailed consideration of competition for particular

commodities 1111l be found later in the case stulies on international capit.l
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At first sight it appears that the share of Britain and the Fmpire in the
two countries' imports (Uganda and Kenya) remains consistently higher than
the tother foreign' group, an? that 3ritain itself is the largest single

importer into Fast Africa.

Table 10 Domestic Imports into Xenya und Uganda.

1925 1935 1947
Aritain 9 (38.06) (37.0)  (39.7) i
(3 & British Possession: 68,99 59,0 67,9
Other Foreigl'l l]_._u Ol .hloo 3201

100 100 100 %

However these aggregate figures are misleading, for not only is the absolute
British share of total 'Impire! imports into Tast Africa static, but more
important, if imports on government account (i.e. imports of bullion and
specie and transhipment goods) are disregarded, the share of British 'private
business to the Colony was not thirty ninc ner cent in 1937, but nine point
eight per cent,leaving Japan as the largest single supplier of goods to Kenya

55

in that year, vith eightecn point four per cent of the total.

Before the Second Yorld 'lar, thereforc, the othcr 'forcign!
suppliers and most notably Japan, werc seriously challenging Tmpirc pre—
eminence in the Tast African mirkets. 1In fact the war served as a temporary
halt on this relaxing of the Dritish hols' over imports into Bast Africa,
by knocking two of Britain's largest compctitors, Germany and Japan, out of
the Tast Africun market. Indecd a 'Report on the Ticonomic an¢ Commercial
Concitions in British Fast Africa, 1937-38' went so far as to assert that,
"apart from machinery, compctition from Japan is now expericnced in most line

56

for which Bast Africa affords a mrket@. An indication of how fast was thi
transition of Japan from a sm:1l supplier in the carly 1920s to the largesy
gingle importer into Kenya anc¢ Ugud:, can be well illustrated by its
cominance of the cotton piecc goods markets. Japan moved from having an

eighteen per cent in 1925 share in Henya anc Uganda's market for cotton

55 Unfortunately, the innual Trade Accounts do not contain a table

of imports into ¥enya nd Uguanca, cxcluding the Government account from the
British total. Tn fact, the point might have becn overlooked had attention
not been draim to the fazct in the publication: “iconomic an'i Commercial Condi
tions in Rritish Zast Aifrica, (July 1937-1938), (Dept. of Overseas Trade).in
the Macmillan Library.

4 - . .
56, Overseas "conomic Survey, Ibid,
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fubrics, to controlling over 707% of this merket by 1935 thereby largely
displucing Dritain; Inlia and Hollia® as the former suppliers of this product.
By 1937, thercfore, apart from exporting large guantitics of cotton and silk
piece goocds to the Tast Africon marksts at competitive prices, Japan was

1lso supplying cement, clothes, bceis in’ choes, .anl encmelvare. Japan. had,
of course, achicwved this penetration of the Tast African markets by under—
cutting the established suprpliers, such as Britaine An example of such tactic
can be found in the following comparative cocts for procduction of glass plute

and steel,.

ave Coiolo prices per cwhbe UK oo0 20/—
w " Japan 10/9
(these prices were also well below those of any of Japants other competitors).

A similar picturc can be observed in china were and porcelain:

UK 85,101/~ (ave coiefs per cwt)
Japan 20/- (@ v 1000)

and tiles: UK 225/~  (av. coiof. per 1000)
Japan 59/ s i w

(Source: Report of Kconomic and Commercial conditions in Rritish B, Africa
1937-38, Department of Overseas Trade)s

In glassware also Japan predominated, having ousted Britain as the main
supplier of this product in thc 1920s.

Table 11
Major Imports of glasswarc iuto Xenva and Ugands s

1936 1937
UK £ 7,339 25 8,573 22
Jolgium 1,64k 5 2,519 5
Germany 3,889 13 5,883 15
Japan 13,314 L5 17,145 Ll
Total 29,126 38,943

(Source: Colonial Trade Accounts)

This threat from the Bast to British and Smpirce predominance in the Zast
African markel did not go unobserved in Britain. In 192€ Crmsby-Gore, the
Secretary of State; was being closcly cuestioned in the House of Commons a
the matter of Japanes trade with the Colonies in Wast Africa. Mr. Hannon(C
asked the Sceretary of 3tate fer the Colonies whether the government was
that an econcmic commission aprointee by the Japanese Government had recer

visited Keny1i and Uganda; with the ¢“ject of extendin~ Japanese trade in
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colonies an¢ furthermore, 'having rcgard to the loun commitments of this
country to Xeny. an® Uganda, whother he will dJevise measures to safeguard
~pritish export trade to British Zust ifrica against the competition of Japan
«na other countries? Ormsbv=Gore replied in the affirm:tive to the first part
of the guestion but when it came to protection he assericed the Imperial
Governmcnt 's policy at thet time, '™ Government nre anxious to foster British
export trade to the territories concerned - und would welcome suggestions.

But it would be inconsistent with existing intcrnational obligations to
extend any preferential trcatment to gools of ritish orinin imported into

b.o 57

these territorie
lnother country to take a large proportion of the Mast African
import trade from 1925-1937 was U.S.A. which was in fact ahead of Japin until

it was custed as the l:rgest single non Zmpirc trading partner in 1931,

Toble 12  Imports (Kenya and Uganda) s

1925 1927 1629 1931 1933 1935 1947

Japan % 3.8 Lel5 5.7 8,5 12,9 15,1 0.7
UoS vo‘Z) 809 :I.Ov 'Z 120 7 80() [1.03 706 ll{.o()

Out of the total: ¢ 31,0974 3640 /0,07 36,8 36,6 Hl.D 32,0

(Source: OFS 1937, Ibid).

This table shows how the war was to temporarily degtroy Japan's
threat to the Tast African market, and how the U.S.A. was ablc to reap the
benefits after the war, when it replacead Japan as the major non-fmpire
supplier. The U.S.A. was mainly concerned beforc and after .the war with
supplying technical and engincering poocs to the Tast African market i.e.
motor vehicles, oil, petrol, kerosenc and tyres. Thesc articles werc in
direct competition with similar goouds from DBritish firms , whereas the
Japancse challenge affected nol only 3ritain but also the other Impire
territories (India for instance), particularly in the field of low cost

enamelware ant cotton goocds.

19 IExports:
The thrce territories of iHast Africa relied almost centirely on

primary products for export hefore the 8econd World War. The following show

57, Article, Buy Dritish, in @ast African Standard Newspaper,l./1/25,
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fubrics, to controlling over 70, of this merket by 1935 thereby largely
displucing Dbritaing In’ia and Hellin? as the former suppliers of this product.
By 1937, therefore, apart from exporting large gquantities of cotton and silk
piece goods to the Tast Africzon markets at competitive prices, Japan was

also supplying cement, clothes, boetg on” ghoes, .and enamelware. Japan had,

of course, achicved this penetration of the Tast African markets by under—
cutting the egtablished suppliers, such as Britain. An example of such tactics
can be found in the following comparative costs for production of glass plute

and steel®

ave Col.f. prices per cwte UK eoe 26/-
W n % Japan 10 /9
(these prices werc also well below those of any of Japan's other competitors)e.

A similar picture can be observed in china were and porcelain:

UK $5.101/-~ (ave cei.f. per cwt)
Japan 20/~ (¢ v 1000)
and tiles: UK 225/~  (av. Coio.fo per 1000)
Japan 59/~ & u W

(Source: Report of fconomic and Commercial conditions in British E., Africa
1937-38, Department of Overseas Trade).

In glassware also Japan predominated, having ousted Britain as the main
supplier of this product in the 1920s.

Table 11
Major Imports of glasswere into Xsnva and Ugands®

1936 3, 1927 %
UK £ 7,339 25 8,573 22
Belgium 1,06k 5 2,519 5
Germany 3,889 13 5,883 15
Japan 13,314 45 17.145 L,
Total 29,125 58,943

(Source: Colonial Traze Accounts)

This threat from the Bast to Gritish and Smpirc predominance in the Zast
African markei did not go unobserved in Britain. In 192¢ Crmsby-Gore, the
Secretary of State; was being closcly cuestionecd in the Youse of Commons

the matter of Japanes trade with the Colonies in Bast Africa. Mr. Hannon(Co
asked the Scceretary of 3tate fer the Colonies whether the government was
that an econcmic commission appointed by the Japanese CGovernment had reccen

visited Keny1 and Uganda, with the c¢hject of extendine Japanese trade in
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colonies and furthermore, 'having rcguar?® to the loun commitments of this
country to Xenyu an. Uganda, whether he will Jevise measures to safeguard
British export trade to British .ust Africa apgainst the competition of Japan
«nd other countries? Ormsby-Gore replied in the affirmative to the first part
of the guestion but when it camc to protection he asserved the Imperial
Government 's policy at that time, '™ Government nre anxious to foster British
export trade to the territorics concerned - und woull welcome suggestions.

But it would be inconsistent with existing international oblijsrations to
eoxtend anyv preferential treatment to goo:ls of 7ritish orisin imported into

these territories >7

Another country to tike a large proportion of the Tast African
import trade from 1925-1937 was U.S.A. which was in fact ahead of Japan until

it was custed as the l:rgest single non Empirc trading partner in 1931.

Table 12  Imports (Kenya and Uganda) -

1925 197 1629 1931 1933 1935 1947
Japan % 3.8 Lel5 5.7 85 12,9 15,1 0.7
UoSvo% 899 10’7 1207 eo() ’].93 796 l/l,o()

Out Of the ‘Lotdl: % 31009%‘ 3600 [',0907 3608 369() /[,loo 3290

(Source: OTS 1937, Ibid).

This table shows how the wuar was Lo temporarily destroy Japan's
threat to the Tast African market, and how the U.S.A. was able to reap the
benefits after the war, when it veplaced Japan as the major non-Gmpire
supplier. The U.,S.A. vas mainly concerned before and after .the war with
supplying technicul and engincering poocs to the Tast African market i.e.
motor vehicles, oil, petrol, kerosenc and tyres. Thesc articles were in
direct competition with similar goouds from British firm:; , whercas the
Japanese challenge affected not only Iritain but also the other Empire
territorics (India for instance), particularly in the fielc of low cost

enamelware and cotton goods.

i) Zxports:
The three territories of Zast Africa relicd almost entirely on

orimary products for cxport hefore the 8econd World War. The following show

570 Article, Buy Oritish, in @act African Standard Newspaper,lh/1/28.
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the major Kenyan exports in 1937:

Table 13 Principal Txmorts from Xenya, 1937
LS %

Coffece 7524263 186.8

Sisal 673,719 17.3

Tea ‘ 166,872 12,0

old 15,967 10.7

Maize 198,832 5.1

Total Txports: 3,888,320
(Source: CokeSe)o

The following table shows the maiin countries to which Kenya and Uganda

oxported,.
Table 1/, ‘Trection of Axports from Kenya, 1923-33.
1923 1925 1927 T 1929 1931 . 1933
U’!( % ’+7.l 560 )‘ 14,7.1{. - 36.9 3606 3506
Britain Poss. 3667  RTe 2362 " 35,2  11el h2e3
Total Mritain + Jupire 3.8 CheZ 0.5 TR.1 7.7 T7.9
Others: Belgium h.9 305 500 692 A.9 3.0
Japan 1.7 2.1 1l.2 10.6 363 7.9
UeSo o 2e2 1.3 1o4, 203 hoO 1.6
Total Others: 162 15,8 29.4, 27,9 22.3 22,1

(Sourcc: Annual Trade Accounts for 1923).

Jritain, once again is of declining importance as a destination for Rast
Africa's export:e The non Tmpire 'foreiem' zroup tokes a small, althoush
increasing proportion of the exports of Xenya ~nd Uganda. 'T™hile the share
of “mpirc is incrcase.’, that of 3ritain Jecline . absolutely over this ten
yer period. Japan is also their largest non Imire rcceiver of Tast Africa
vxports, although its percentage of the total trade remained relatively smaill
at eight per cent in 1933. In‘ced, in 1928 the familiar concern was eman
from the House of Commons when in March some Labour merbers gueried the
expenditure on Zast African cotton groving made hy the mpire Cotton Growi
Association on the groun.s that Dritain was in fact subsiiising a 'forcig

competitor: the Jopanese. Figures cuoted -luring this Jdebate showed that
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uring the first nine wonths of 1927 necarly one quarter of the cotton cxported
from Mombasi was consigned to J:\pan.58 They went on to suggest that Japanese
steamers were carrying Tast African cotton free of freight charges, being
subsidised for their purpose by the Japanesc Government. During 1926, they
cluimed, 99,281 centsls out of 790,748 centuls of cotton cxported from the
S.A. dependencies were consigned to Japan. One ‘would not be particularly
surprised at this fact, as were the MP's , but their main cohuse for concern
was that cotton growing in Tast Africa was subsidised through public funds
via the Tmpirc Cotton Growing Association. The President of the Board of
Trade in reply, stated that the probable rcason for Jupan taking such a
large share was that the freight rate from Xenya to Japan wus lower than from
Bast Africa to Britain, thirty two anc¢ forty shillings per cubic i.e. foot

59

respectively.

The overall trading position of East Africa in relation to inter-
national markets was becoming more competitive und Britain's 'Laisscz-faire!
system of the interwar ycars mecant that her manufacturcd goods had to face
increasingly tough competition from countries such as Japan and the United
States, in colonial markets. As we have seen, Kenya's tariff structures
favoured protection of local industries, and the cduties on manufactured
goods applicd equally to British goods and those of other nations. The
ultimate response of many British firms after the Seconc War was to go behind
the tariff wall and actually produce goods within Kenya under protected
conditions.

Table 15: Countrics of Origin of Imported Trade Goocds to Uganda & Kenyas

1927 1928 1929 1930 1931 1932 1933 1934 1935 1947

GB & N.Ireland 38.3 34.6 37.0 hhe3 hhe5 39.3 38.3 37.6 37.0 39.7
Brit Poss. 25,6 27.6 23.1 20.4 18,6 24,1 15.1 23.3 22,0 28.2

Total Brit Impire 63.9 62.2° 60,1 6Le7 63.1 63ch 63 60.9 59.0 67.9

58. Article, Japanese Competition for Bast African Cotton, (WAS) in
Macmillan Library. (3113128).

59. Ibid.
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Table 15 (Cont):

1927 1926 1229 1930 1931 1932 1933 1934 1935 19/

Belgium loh  1le3 1.5 1.0 1oy 1le6 1.8 1.7 1.9 3.6
Butch E.Ind. 2l 2.2 3.3 3.5 2.6 3.4 1.6 1.7 loh Lok
Germany Lob ol Lol 3ah 3.2 2.6 3.1 3.5 Lol -
Holland o9 Bl 501 LeD  he3 3.9 3ok 1loh 0.9 1ok
Japan hoel  Le5 5.7 3¢3 8.6 11.0 12,9 15.0 15,2 0.7
UeSeho 10,8 11.3 12,0 10.3 19,0 5.3  4e3 6ol 7o 1409
Porsia 261 2ol 1e6 2.0 1.9 2.5 2.9  hol  Lhe3 5.5
Foreign(. Other) 5.8 6.3 6.1 7.7 59 6.1 64 5,6 53 74

Grand Tot Foreign: 36.0 37.8 39.9 35.3 36,9 36.6 3606 35,1 41.0 34.9

Total £: 1927 1928 1929 1930 1931 1932 1833 1934  103%
781611 CTATTTT 8920579 6923665 5092665 4662855 4898722 5708025 66/1.3*

Part IV INTWRNATIONAT, CAPITAL. -

In this purt the intention is to show the nature and extent of the
penctration of forcign capitul iato ZTact Africa, and Kenya Colony in particul.r
before the Sccont Worle Har., A gencr:l analyvsis of foreign companics operatin
in these territories will be followed by a detailed case study on three diffo
rent types of company. Case studies are nccessary in order to show the
mochanisms of capitulism and the competition between the capitals, but the
general outline of the numbers and types of firms within each area of
investment, serve to set thesc case stul’ies in context, The companies will
be divided into thrce areas of investment, (see Table 16) the first being
tFood & everage Processing, and' Wstauves', the second being fTrading' anc
the last being *Menufacturing & iMineruls'. The awverage size of the foreign
companies in table (17) for which issued capital is available, is £665,726
(for 19h5). This gives some indicotion of the lorger size of foreign
investment compared with the locul firms in section twoj where the Public
Companics' average issued capital wae £396,082 (there is some overlap of

. . . . . . 0
firms with thc forcign firms) and £ 97,068 for Private Companies.

60, The large size of paiu — up capital for the Foreign firms is,
course, biased in that thcre are so fow companies forming the average:
nine in 1945, (see table 17 ),
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There 'ill aaturally bDe some overlap of the firms in different
activity groups in Tsble (0.6); as for instance most trading companics by 1939,
owned estates and some even manufacturing ccencerns, however they arc divided
according to their similur 1odes of operiaticn. In both prts of this section on
international cepital, vhc focuo 221 be ca those cempardes operating in
Kenya before 1939, although in the casc ctudies rigid time boundarics will
not be adhered to. Tihe purpose of this loose time span being to follow the
mechanism by which compctition exeris pressurc ca merchant capital, which
causes it to invest direclly into producticn, thercby becoming industrial

capital.61

The preceeding discussion of trade und company foeomation clearly
shows that the bzsis for accumualation in t'ie Colony before the Second War
was agriculture and ancillary concerns. What has emerged is that apart
from small scalc proccssing, such as cotten ginning, sisal spinning, coffee
and tea munufacture, factory production wac not very sigiiificant in the three
Bagt Afriran territories before 1945. Siwch manufacturdng as oid exist was
desigred to previde commodit.ces and services for only a siandl Asian and
Buropean population, cnd a small. although incircasingly lorge prorortion of
vage earning Africians, The products that were manufacturcd locally for these
communitier incluced: f£lour, Jats. sugar, soap, beer jams, tobacco,
cigarettes, end i'ncral watersg., However it 1s important to bear in mind that
the 'home produciion' ¢t these articles had in nonc of these commodities
(excludinz toa and coffce) curted the imported equivalent by 1939g62and the
Bast African colozies wees oLild houv:ly Acpendent on Smperts meinly from
Britain. It is appropriaste at this point to turn to those agencics or arms

of British merchant capital ihit weree to cater for such demand,

Trade Conpanics:
Dritish trading end shipoing coarories quickly recogaised the
potential offered by new and cxpaniding markets, in Fast Africa, The largest
of these companies opcrating in-the Tast African territorics between 1906 and
1920s were, Smith MacKenzic(Tnshcspe (roip),Bavmann & Co, Cibson and Co,
Leslie und Ancdersoa, Britigh Hast Afcice Tocporation, and Mitchell Cotts,

(see table 16). These ccapunics were all esneernsd with oxporting primary

61, Reoocke Bond js an cxample of this mechaniem, as we shall see in
the casc study.

62, This contenticn is bourne out by the Colonial Trade Accounts for the
inter—war years.
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proruce from last Africa in return for importing 2nd distributing manufac~
tured poods irom Buropc and Americ.. 3y the 19305 Smith Mackenzie (and

its subsidiaries), 4. Bauminan & Co, and Mitchell Cotts were probably the
largest in terms of the valuc of the goocds which they handled., How did the'Y

come to invest in lMast Africa?

Mitchell Cotts was a leading South African merchant and shipping
organisation. Shipping and coaling were the two main activities of the
compiny at the time of entry into Tust Africa in 1926, 63 The first shippiny
branch was cstablished at Mombasa in 1920, extender to MNairobi in 1927, and
Kitale in 1928, 3y 1932 they werce able to establish themselves as the sole
contractors for the supply of South African coal to the Kenya and Uganda

6h The tactic of each

rallways, anc¢ they supnlicd over 100,000 tons in 1932,

of these firms was to establish a monopoly of/%ggticular branch of product:10n.

Mitchell Cotts rapicdly establishec their pre-eminence in the import and export

trade through particular commoditics. As we have said, their chief import

into Zast Africa was coal. The priwmary exports, over which they had gained

1 e bRLS Wy LO2Q, were whead v mrozZR e TEATT memeptd AUnevopi dallndl

manoeuvering) to obtuin the sole ugency for the export of Xenya Farmers!

Association (K¥A) procducts. There is ovidence that in this capacity Mitchell

Cotts hancled no less than 95% of naize export between 1928 an? 1932, and

in 1932 they also handled 95.: of the wheat crop. The nature of this control

over cxports was pervasive, as this extract from their annucl revort of 1932

shows: "e..sWe hanlle cxclusively their (KFA) exports grain from the time it
the commission on_this to London

is receaiveu on roil to the time iv is sold in London/alone from 1928-193.2

accounted to about 210,000, 1In cases where ships are chartered, this natur.lly

brings us agency fees and bunker orders,and in turn this assists our coel

bunkering operations. London lso carns buving commission on all XFA's

wants®,

63. The move of Mitchell GCotts into Fast Africa was part of an overall
drive to extenc their area of opcration from South Africa, along the Intiun
Ocean Shipping routes. Xenya was ideal from this point of view, as well as «¢
offering outlets for raw materi.ls - markets for imports.

Obyo Report by H.B. lamilton, a zeneral manager of Mitchell Cotts in
the 1920's an® '30's, cn the coupany's business in Fast .frica, (Mitchel
Cotts Company rccords for 193.., in Cotts House, Nairobi).

65, Ibid,

66, Ibid.
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On a much smaller scale they werc also involved in the coffee
trade, =nl had set up maize and coffee mills at Xitaule in 1928, As far ac
the import trade was concerned the company held a wide varicty of agenciecs
for manufacturecd goods, such ac weighing machincs of Messrs. Pooley & Sons,
an¢ products of thc Californiz Spray Chemical Corporation, such as insecti-~
cides for the coffee growers in Gust Africas In 1933, Mitchell Cotts Tast
Africa was incorporated as a wholly omed subsidiary of Mitchell Cotts & Co.
Ltde, (who by thkis time had their hecad office in London). In 1930 the
company a.l'ed sisal to their list of primary pro-iucts for cxport and in that
year they purchase’ an existing settler sisal estate at Ruiru, Bast African
Sisal Estates Ltcde 1In 1933 they also accuired Simpson and ‘hitelaw, a local
settler firm of grain seed merchants. 7 Thus the Mitchell Cotts Group in
Bast Africa consolidated through cxpunsion in their oim enterprises, and
through the purchase of existing locul firms involved in nrimary products.
Their interests in primary procuction werce enhanced after the Sccond War when
they moved on a lurge scale into pvrethrum processing (working through state
marketing boies). In 1950 they hought out : scttler tea company, known as
Mekong Estutes, ithich became 'Nundi Tea Tstates Ltd's However, despite these
diverse activitics before the wir, the company relied for the bulk of its

revenue on its coaling and shipping anc freight carriage.

The British Jast Africa forporation (BWA Ltd) was one of the
oldest est.blished trading companies iu Tast Africa, and was to join the
Mitchell Cotts Ampire, after the Sccond War in 19[,.69éc The B7A Gorporation
was incorporated in England in 1906 hy a syndicate with interests in the
Tast African territories. #rom the outset they acted ag agents for and
were closely associated with the Cotton Growing Associatioir who wanted to
encourage the cultivation of cotton in order to ensure supplics of raw matcerial
to British manufacturers of cotton goods. Thic agency was the foundation of
the B7A Company in Fast Afric., and lasted from 1906 to 1914, when 'somc
serious differenced ‘arose between the BEAC and the Association over the

69 However by 191/

metho of financing cotton purchasce® by the Corporation.
the BiA Company werc well accuszinted with conditions in the Zast Africa
mirket.an had invested directly in nrimary production covering a wide range

of commodities; they owned or managed estutes concernecd with cultivating sisal,

§7. The Mitchell Cotts fwroun in Iast Africa, Royal Show Supplement,1952,
in the Kenyua 'leckly News, (Macimillan Library).

58, Toic,

59. Annual Reports of the British Cotton Growers® Association, 1907-191L,

(from the Mitchell Cotts Company records, Cotts House, Nairobi).
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wattle, unid ovned numcrous cobton ginneries. They also had many agencies

for manufactured goodis in Eist 'frica. In 1939, the company was completely
re~organiscd an.' registration transferred to Xenya. In 1945 all these primary
processing and trading agencics were acquired by the Mitchell Cotts Group,

as part of its post war drive toirerds consolidation,

Smith Micleenzie cstabliched in 1909 iras .nother well known shippine
agency that was concerned with warchousing and shipping, as well as importing
manulicturced goods into Bast Africa. The mechanisms behind the development
of this company arc so similar to the precceding two, thot we ill not be

concerned to delincate its activities in Tast Africa.

Guiley and Roberts does not £11l into the same catepgory as the other
trading firms, as it was not concerncd with exporting of primary commodities,
but rather/providec a servicing an’ importing function. (uiley & Roherts is
an example of a locally cstablished firm which was absorbed by international
capital. James H. Gailey and D.0. Roberts were surveyors employed by the
railway in 1904, who recognised the need for tools and couipment for the
carly scttlers. Jaumes Guiley was known to have said, 'If Delamcre persuades
settlers to tuke up land herc, they (the settlers) will need ploughs, spades,
buckets, nails, and building matcrials'70 In responsc to the demand for
such items of equipment and servicing, they set up 2n engineering workshop
in Huirobi in 1904~5. DBefore the First Tar they enlarged the existing workshop
and acquircd another settler compuny, the Nairobi Zngineering Zompanys
niley and Roberts concentrater. on offering service aftcr sales, which meant
the engagement of technical st ff ... well as the import of the necessary
equipment. During the yeurs between the company's formation an’ the 1930s
the bulk of the company's work wac in supplying machinery to farmers, but
they 1.lso sccurcd contracts to ecuip thole factories in Kenya ans! Uganda

71

rith machinery.

The company hac expanacd fast.e In 1626 the paid up capital was
213,504, ant in 1930 it was £133,142. However hy the mid 1930s the company
needed more capitol for expansion, and one of their main supnliers of agri-

cultural .nd engineering equipment, the-United: ifrica Corporation (UsC)_’

700 Article, The History of Gailey nd Roberts in fenya, (7S, 15/
710 Ibid °
T2 The United Africa Corporation was a direct trading subsidiary

Unilever Company in Britein; an. it established offices in Kenya Jurin
1920°'s,
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acouired 1004 of the share capital, on the death of one of the partners.

This Unilever subsidiary had thus managed to gain a direct stake in a most
important fincustry! in the Colony: that of servicing and supply of agri-
cultural ecuipment. Naturally with infusion of international capital and
technical expertise, thc company expanced rapidly. By 1938, the year after

the UAC takeover, thc company's turnover in Xenya alone totalled £373, 750,

and the goods imported on the company's account consisted of four percent

of the total imports of Kenya and Ugania. By 1952, with total imports into
Kenya of over £100,000,000, the turnover of Gailey and Roberts had increased

to over £2,500,000. and by 1900 the company was achieving a £5,000,000 turnover

annually.

Apart from Gailey and Roberts thc trading firms investing in
Tast Africa before the war exhibited characteristics in common—~ they were
321l concerned with exchanging commodities on an international level. As well
as simply dealing in these commocdities, these companies invested directly
in the means of production, such as sisal cultivation, or coffee growing
and curing. As the competition amongst merchant companies was so intense,
these firms were rcally left with no option but to actuully produce the

73

primary product that they exported. The longer case studies will bear

out this armument in much morc detail.

Food, Beverage and Istates

These firms were concerncd with exploiting onc p-.rticular commodity
exclusively in which they hac a global interest. We will tike a few examples
from Table (16) All these companies except the sisal company$ werce concerncd
with processing agricultural products. However the establishment of manufac-
turing plants was in most cases preceded by a trading branch, through which
that company had traded in tea, meat products, or tobacco, etc. Processing
plants were usually set up by such companies in response to thc international
conditions of p-oduction of that commodity, ancd competition for the internal
market. The British Imperial Tobacco Company (BAT) for instance, set up a
trading branch in Bast Africa for the distribution of its tobacco products
1s early as 1907. From this date they cencouraged the growth of the tobacco
crop (particularly in Uganda) in order to export the raw material for

manufacture in Britain. It became obvious that in order to avoid competition

T3 Hence the purchase of cotton and sisal estates by the Tanganyika
Cotton Company (TANCOT) in the 1930's and Mitchell Cott's purchaise of a
large settler owned sisal estate in 1936.
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with other importcd tobaccos an’ cigarettes (such as Qothmans)o7h it was
necessary to manufacture in the torritories themselves. In 1934 .. Tast
African Tobacco Co. constructed its first fictory in Uganda to process tobicco
and cigarettes mainly for the exp:inding local mirket. Tobacco was not manufac—
tured in Xenya by the BAT group until 1954, l.argely bee-.uge the size of the

Kenyan crop ¢id not merit the construction of a factory.

The reason for Brooke Bond's entry into ¥enya are similir and
gtemmed from a desire to grow and manufacture tea in the Colony in order to
oust their compctitors from the %ast African market, which was a small one.
It -~ 2lso rcflected the need of the Nrooke Bond and the James Tinlay Company
to secure alternative growing arcas to offsct the verceived instabilitv of
the India and Coylonese producing area. (see case study for z fuller

exposition).

The manufacture of heer on the other han? was already undertaken
by several small settler firms, although the largest producer of beer by
1930 was Zast Africa Brewerics, formod in 1922, It was purtly owned locilly

ind partly owned and managed by the British brewing concern Ind Coope Ltd.

The only foreign firm to be assisted by the state during this perio?
was Liebigs meat processing faictory. The Colonial Government in Xenva an?
the Licbig compiny jointlv fin :nced@ th~ construction /% me2t processing plant
at Athi River, south of Mairobi, in 1935. T7eihigs had wanted to finl an
nlternative supplv to Rhodesian moat in Africa, 2nd Kenyhr soemed te offer
conducive coniitions, piwrticularly as thc -statc ha' an interest in promoting
such 1an enterprisc. The factory was to export 2 certain amount of chilled mest
from the settler f arms and process 'm:tive' cattle for heef extracts, corned
bacf, and heef powder for the export morket. The government guarunteed the
company that 1 certain cuota of cattlc woull be delivered to the factory each
month and governuent ‘c-stocking ordincnces werc to enforce this throushput
of cattle. wot only were the intcrecsts o1 the settlers being served by
finding export mirkcts for their meat, bul the stite ha? wanted an excuse to
Aestock particularlv the amba herds as they considered that the land in
Uk.mbani was being seriously overgrazed. These moves were opposed most
strongly by the Wakamb: cattlo nro’ucers, who resisted successfully

™ The British American Mobacco Company's subsidiarv in Xenva, the
East African Tobacco Company w.s to finally take over Rothman's marketins
organisation in 1967, after bitter competition.
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for several years. This meant thht the “thi River factory was not able to
function at anything like full capacity for some yeiwrs. Leibigs were in fact
to manage the factorvy ind market the prolucts of the meat plant until the

late 1960's when the Xenya Meat Commission wis completecly 'locilised’s

Wattle trees ha' been cultivated in Yenyn since the e~rly 1900°'s and therc had
'oveloped since that time an exvort trade in bark to the Wuropcan manufacturers
of wattle extract. During the 1930°s wattle commoiities (ic. bark anl extract)
accounted For between 5-87 of total export commodities (by value). Wattle

was prown on estates wmnd also as a "housechold commodity' amongst African farmers
By the late 19-0's sevcr:l sm»ll extract factories had bheaen establishes! in
Yenya by settlers an’ Asian capital. The most prominent wattle extract

factory by 1930 was the Xenya T wning and 'ixtract Company by the name of
Premchand Raichant. Another Tocil settler compiny had also started pro luction

-
at Timuru wmd closed “own in 1930. 75

Internation~l capit 1, in the form of the Torestal Land an? Timber
fompany came to take a direct interest in Henyvan wattle production when it
accuired control of the Watal Tinning .nA TWxtract Company ( o South African
firm), which itself controlled the B4 'attle Bstates at Kikuyu and Fast African
Tanning and Tixtract Compiny at Fldorct. During the 1920's, 807 of 1ll wattle
products were destined for Turopcan markets of which ™ritain constituted
50% (for cxtract), Thus the rationale behind Forestal's need to move into
Kenyan wattle production was that is shoul¢ pre-cempt supplies of bark reaching
its Turopean compctition in extract manufacture. Also international
conditions of production in this commodity made it necessiry for TForestal
to control the wattle supply in Xenya. Tor the growth of wattle bark pro- -
uction in South Africa ind Keny» had seriously threatened the use of /'qliebrg.cl}‘c
the other major tanning material. ™ orestal was thercefore concerned to
control the wattle producing arcas, as well 18 to try halting the flow of
wattle bark to its competitors in Turone. A prolonged struggle was to take

place in Keny» between Forestal an? local firms (both morchy and industrial)
before Forestal was able to enforce its hegemonv over wnttle production
through all its .<3t'1gt=:s.76 We will not iscuss further the nature of this

strugzle, as it 'rill b»e drawn out in the c:se stulies.

There werc 2lso several foreign owned sisal plantations that

exported raw sisal to ‘uropein mianufacturers of twine, such as the Anglo-

75. "For a fuller exposition sce¢ M,P, Cowen, Yattle Procuction in the
Central Province, op. cit.

76, Thid.
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French S5is. 1 Comp:anvy and the Wast " fricin Sisal Tstites (which was taken

over by 'fitchell Cotts in 1936).

The ex.umples piven of primry mmnufacturing companies have made the
pencral point c¢ler - that there was a move to manufacture within a primary
producing territory such as Tast "frica and this largely stemmed from the

competitive con'itions existing in the worl’ wide pro'uction of commodities.

Mmufacturing and ™Minerals:

As wo have indicated - cunce.. minufacturing in Wast Africa
before the Second “orla Tar was/ﬁlqﬁm processing of raw materials an:l
agriculturil prolucts. The major sipnificant miner:l (apart from gold which
was shortalived), to be exploitec in Xenvya before 1945, was soda ashe. The
struggle for control of one of thc worlt's richest rfeposits of soda ash will

be analysed in the case stuly on the Magadi Sodz Company.

The generation of power c:n be regirded as a "manufacturing!
activity in the non-agricultural sector. Power was an essential service in

77

the development of 211 three territories. "herefore, as early as 1906

™

tho Mombasa .Jlectric Light an’" Power Compinv was formecd by the Tomailjee
Jivanjee Company of Momv:sa in »wrtnership with some Turopean engineers. The
first power inst.allation in the Mairobi area was in 1907 when 1 hviro-electric
station wos erected :t Ruiru using thrce 130 kw, turbines, WMrirobhi grew so
fast that soon ¢:dditional installatiouns were constructed with two 120 kw type
steam generators at Parklands. Lack of capital for further -evelopments
prompted the formation of a Toncdon Toard of this companv, which was re—consti-
tuke’ as the llast ..frican Power and Tighting Company (based in London) in 1922
The chairman of this company ‘ras.JG Stone, a well known pioneer of India and
Colonial Supply Uncertakings. MNuring 1929 licences were obtoined hy the TAPL
to purchase the Tanganvika Wlectric Supplv fGompany, which provided power
supplies for Dar es Sal:iam :wn? other reis. Licences were obtained to supply
Xampala, Tntebbe and Jinjs an' the first povrer wis nrotuced there by Tast
Lfricn Power an’ Lighting/fgés (the government took over WAPIL in Uganda after

1

the Second World War). The Companv therefore hz' a virtual ~onopoly of pover

. . . - . 8
generating in Tanginyika, Ugonda ' Kenva until after 1945,
77. Tlectric power is an example of an ccgentiil service which moves

from local to foreign control, -uc lirgely to the need for large amounts of
capital and technology "or such an enterprise.

78, Article, Tast African Power anc Lighting, in BiS, 5/5/65.
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After 1924, the compny Secame associated with Pover Securities Ltd
and Balfour 3eatty end Co.7g anc these two companies provided the techmacal
assistance and management services for the W'PL in Kenyo until 1970 when
the company was nationalised. Belfour Beatty and Porer Securities irere linked
through directorship .nd shareholdinrs, and had been involved in electricity
supply and development since the turn of the century. MNue to the specialised
nature of poer generation, this p rtnership 'ras able to achieve a monopoly

over power suppiies in thc Fast Africtn territories.

\ Ypartial' industrial process was to be found before the Second
World War in the cement grinding mill that vas set up ss the 'East Africun
Portland Cement Company! by the Tunnel Cement Company of UK and \ssociated
Portlind Cement (the cement distributors Smith Mackenzie Baumanns and African
Mercantile Company also took a small share of € 7,000 eachoso Thie mill did
not minufacture cement through all its stiges, hut rather ground clinker that
Jas the basi~ of the cement mixture. The rcason for this partial ‘import
substitution' wis that therz had becn 21 desirc on the side of the distributors
as well as the suppliers of cement to Bast Africin to cut the costs of freight

vhich this mill achieved as clinker could be carried as ballast in ships.

It is therefore plain that the extent of non~agricultural mnuface
turing in Kenya before 1945 vas limited, althouth a certain measure of import

substitution' in primiry products hxd been achicved.

79. mAS, Ibid.
€0 rom .n interview with “Iric Bawumann in June 1975.
3l. The high cost of freight for manufactured cement when imported

into East Africz mesnt that the profit margins -ere cuite low for both
suppliers and distributors. Ilence there existed a motive for some measure of
'import substitution'. However, cement - as not fully monufactured from
limestone Hthin Xenvy: until 1953.
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PART V: CASE STUDIES: INTERJUATIONAL CAPITAL

Three case studies have been selected, one from each group in
table (16). They are not identical in content and style and each emphasis™
a-different aspect of capitalist expansion. One theme that is drawm out
in all three studies, is the neeu of both merchant and industrial capital
at a particular stage of development, to control the conditions of

production in certain commodities. in this case soda and tea.

The study on the trading company, A. Baumann and Company places
stress on the need of merchant capital to diversify into manufacturing
after’ the Second World War. The study of Magadi Soda Company shows how
international conditions of production dictated the consolidation of
firms manufacturing soda products on a global level, as well as the need
for this conglomerate to control the East African area of production.

The Brooke Bond study, on the other hand is long and concentrates in some
detail on the competitive conditions surrounding tea production in Kenva
before the war. The focus of the this competition during the 1930's and
1940's is on the methods used by the International Tea Committee (ITC)

in seeking to control the conditicns of world tea production. T+ .-i13
show not onlv how Kemssam +vu prouuction as a whole was fashioned according
to the global requirements of the dominant producers, but also how one

company, Brooke Bond, was able to effect a moncopoly over internal tea

marketing in Kenya by 1938.

PART V(a): TRADING: A. BAUMANN & COMPANY

A. Baumann, although originally a small family firm at the turn
of the nineteenth century, emerged as one of the most important firms
trading in primary commodities before the Second World War. During the
1830's they dominated the trade in groundnuts in Tanganyika, wattle bark

in Kenya and coffee and cotton seed in Uganda.

The anatomy of this company illustrates the conditions that
necessitated the movement of merchant capital into manufacturing.
Alfred Baumann, a German by birth, worked in the 1880's for the German
firm of Declarement & Doaner who were a big hides and skins dealer in
India. In 1899 he left this firm and decided to settle in London and
bought an existing business, Schweder % Co, which was also involved in
the hides and skins trade. This firm became a registered partnership in
London and was re-constituted as A. Baumann & Co and it continued to deal

exclusively in hides aud skins. This business was profitable, and involved
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exporting hides and skins from India and South Africa to tanners on the
~ontinent and in Britain; the Baumann company financed shipments which

then would either be sold direct to tanners or at the London auction.

By 1918, with the increasing concentration of capital and
formation of cartels in Europe, manufacturers of this commodity were
making direct contacts with the suppliers and the role of the middle man was
being rendered redundant. One solution for this type of small partnership
was for the company itself to expand into all aspects of the commodity,
to become the supplier, the transporter and also the marketing agent.
Alfred Baumann, therefore, examined the possibility of expanding the company'
business into a primary producing area. J. Colinvaux, a Belgian who had
previously worked for another British primary produce trading firm, Leslie
and Anderson, went into partnership with Baumann to undertake this new
venture. Colinvaux, through his former employment, realised the possibi-
lities of East Africa in supplying primary commoditics, and in 1926 they
set up a registered partnership in Kenya and opened a branch in Mombasa.
Alfred Baumann's son, Eric Baumann was in charge of the East African oper-
ation. The latter was soon to expand to Dar es Salaam where a branch

office was opened in 1928, and in Kampala in 1931,

Competition for control of commodities:

From the late 1920's when the company began its operations in
Last Africa, the Baumann partnership was mainly concerned with -importing
a range of manufactured goods from Britain such as textiles, cement,
building materials and equipment, in return for East African primary pro-
ducts such as oil seeds, coffee, wattle bark, groundnuts, maize, mangrove
bark chillies, beeswax etc. Most of these primary products were purchased
from Asian traders who brought the goods to Mombasa from the up-country
markets - but in some commodities there was a necessity for the company

to become more involved in the actual production of these commodities.

The two largest items of export from Uganda dealt with by the
company in the 1930's were coffee and oil seed. This trade was not
'captured' lightly and Baumanns came to control the trade in these
commodities after a period of bitter competition with other British based

trading companies.

82. Interview with Eric Baumann (one of the first partners of the
Kenyan firm in the 1920's), in June 1975.
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By the 1930's Uganda was producing considerable quantities of
coffee following encouragement amongst African farmers by the administra-
tion since the early 1920's. 1In 1931, Gibson of Gibson and Co, another
primary exporting firm in East Africa, was urged by the then Director of
Agriculture, Tohill, to set up a processing plant for the coffee crop.

At about the same time, Gikson =nd Co and Jamal Ramji Co set up coffee
mills indepdendently to handle the crop of approximately 10,000 tons of raw
coffee. Coffee  production expanded apace and the Gibson Company
required an infusion of capital for the construction of new coffee plants
and a general expansion of their operations. They accordingly approached
another East African exporting firm, Leslie and Anderson to provide the
loan capital, but after this company had turned down Gibson's reguest,

A. Baumann & Co stepped in and agreed to finance the construction of new
coffee mills in Uganda. This act enabled the company to out-manoeuvre
one of its main competitors in Uganda, Leslie and Anderson, ana to give
the company a greater degree of control over the production of this
commodity. Baumann's, in cooperation with the Gibson Company, thus came
to dominate the trade in Ugarnda for about twenty five years. Some idea
of the amounts of coffee and value that was involved in this trade can

be estimated through the Ugandan coffee exports.

Table 18: Exports of Coffee from Uganda

Weight (cwts) Value (£'s)
1926 32,221 £147,903
1927 43,578 170,568
1932 87,007 223,162
1933 100 , 44y 210,638
1935 n. av. 231,000
1937 257,938 420,483

(Source: Colonial Trade Accounts: 1926-37)
(Note: most Uganda coffee was exported raw before 1935).
This table shows the huge expansion in exports of coffee which more or less

doubles between 1935 and 1937, and it gives some idea of the scale of the

83. Baumann controlled the largest proportion of the Uganda coffee
trade in the 1930's. Although there are no company records to this effect
this contention was borne out from two sources,, firstly fram my own interview
with Eric Baumann and secondly from M. Mamdani's research in his Class For-
ation and politics in Uganda, (Mimeo, Dar es Salaam, 1974),
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trade particularly when one considers *“at Baumanns controlled the internal

ey s 84
tprade in coffee within Uganda as we.l.

This may have been the largest commodity in which Baumann was
dealing, but it was not the only one. The next largest commodity in terms
of Baumann's turnover was cotton seed in the 1930's. This was sent in
unprocessed form to British oil manufacturers. In the 1920's Leslie and
Anderson, Baumann's biggest competitors in East Africa, were the sole
suppliers of Uganda cotton seed to J. Bibes of Liverpool, who used the
cotton seed to manufacture animal feeds. Leslie and Anderson sold the
cotton seed crop by contract that fixed the price per ton of seed. Bibes
vere not entirely satisfied with such an arrancement, as the oil content
of the seed tended to vary considerably, and they would have preferred to
buy on the basis of the oil content of the seed. Colinvaux, who was in
charge of the London Baumann's office, seized the opportunity to offer
1 more favourable purchasing contract based on the oil content of the
cotton seed. The manufacturing firm naturally accepted the offer.

Baumanns then reached an agreement with Leslie and Anderson, that they
should share the cotton seed market between them, and supply Exst African
cotton seed exclusively to the twc largest animal feed monufacturers in
the U.K: Unilever and Bibes. This trade was considerable and amounted to
about 90,000 tons of oil per annum. The slump gave a furthcr boost to
Baumann's control over the cotton seed trade, as the price of seed offered
to the ginning companies was so low that Baumanns were able to buy large

stocks until the prices improved.

In the 1920's, the logical commodity for the Baumann Company to
go into was the trade in wattle bark, given the company's previous
connections with tanneries of hides and skins. Before 1932, Baumcuns
purchased wattle bark mainly from Asian merchants, exported it to Europe

and sold it to European manufacturers of extract. Baumann, as a merchant

84, More direct evidence on the Baumann Company's interest in the
trade in commodities is not available as until 1946 the company was a
registered Partnership in Kenya so there are no financial details or
annual reports. Also the early records of the company have been destroyed
over time.

8s. Interview, op.cit.
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capital, represented a threat to industrial capital. The Forestal Land
and Timber lompany cam2 to contrcl wattle extract factories in Kenya in
the early 1930's as part of a global drive to control the conditions of
production in this commodity. Since 1926 Baumann &% Cc had been diverting
supplies of wattle bark to Forestal's European competitors in extract
manufacture. When Forestal moved into Kenya in the carly 1930's in order
to establish extract factoriec and absorb this wattle bark supply, Baumann
changed its tactics and decided to export extract instead of wattle bark.
Forestal's chief competitor in Kenya for the manufacture of wattle bark
into extract was the Asian firm, Prumchand Raichand, and Baumann was to
champion the cause of this local capital in order to perpetuate its own

share in the wattle trade.

Forestal hoped to coutrol the commodity in Kenya by forcing
Premchand Raichand, the other manufacturer, intc some agreement that would
establish a joint share of the market which would favour the international
company. Baumann's were strongly opposed to any kind of agrecment between
local and international capital which would erclude them. ThereFore
Baumann's urged Premchand Raichand to '... counter any ultra selfish
metives on the part of Forestal, with the Government, and that .... in
business circles Forustal's moves to readjust proportions of supplies of
wattle bark to limit the issuing o” manufacturing licences, to fix minimum
eXport prices of bark and extract, and maximum purchasing prices would
push Premchand Raichand into a position in which they will have to seek
the active help of the Kenya Govermment to avoid beinsg squeezed out of

eX1stence'.

However Baumann's vigorous attempts to re-orientate the terms
of the voluntary agreement betweern Forestal and Premchand Raichand failed.
due to the political pressurc that Forestal, was able to exert from London
on the Colonial Office. In 1936, the first of these agreements was conclude
and in 1939 it was renewed for a further three years. Baumann strongly
objected to the terms reached under which the duopsony would operate and
they maintained that only the state could'wrench the agreement from the
clutch of a demon.'88 however, when it came to wielding power at the
level of the Imperial Government, Forestal was in a stronger position than
the trading company of A. Baumann, and the latter was gradually eliminated

from the wattle extract trade in East Africa.

86. M.P. Cowen (1375), op.cit, pp. 38-40.
87. Ibid., p. 3c.
88. Ibid., o. 38.
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Baunmaan's loss of contrcl cver the wattle trade coincided
frer the Second World War with a a gencral decline in the prices of wattle
axtract and with the advent of synthetic tanning materials. However,
Baumann continued to trade on 2 very small scale in wattle extract, although
it dealt in such a wide range of commodities that the loss of one could

be compensated for in other areas.

. o . . s e . 8
The Company Fost War. Industrialisation and Diversification:

After the war, high company taxation in Britain occasioned the
transfer of all the assets of A. Baumann & Co to East Africa, and its
subsequent incorporation as a public company on the Wairobi Stock Exchange.
Another reasorn for local incorporation was to expand into new areas becausc
as we have shown, commodity trade was susceptible to intense competition

from other merchant capitals, and, more important, from industrial capital.

It was in 1948, thercfore, that the company received a canital
infusion from Steel Bros who took 25% of the share capital of the Baumann
Company in East Africa. This company was a British based company which
had been concerned with tcak and rice production in Asia. Changing political
circumstances in that continent had given rise to the desirce of Steels to
find alternative outlets for investment. This company, which was to
expand rapidly to become a huge hold:ing company by 1975, was eventually to

take over the Baumann East /African operation in 1973.

As we have stressed, Baumann's main interests before the Second
World War had been confined to importing manufacturcd goods and exporting
primary products. The only exception to this had been Baumann's investment
in 2 cement clinker grinding mill in 1933. Importing cement was not
profitable due to the bulk of the commodity, so Tunnel Ccment Company, the
former British supplier of the commodity after consultation with Baumanns,
decided to set up a small cement grinding mill in Hairobi in 1833. Baumanns,
Smith MacKenzie and African Marine Engineering (Mitchel Cotts), who were
the other cement agents, eaclh took a £20,000 share in this new company,
known as East African Portland Cement. Baumanns were to become the sole

distributors of cement from clinker in Kenya.

89. This analysis of the Baumann Company has been taken beyond the
Second World War in order to show the historical requirement of merchant
cempenies to diversify inte industry.

90. The other two cement distributcrs in East Africa supplied Uganda
=nd Tanganyika, so the East Africa market was thus broken ut into three
areas.
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Another of Baumann's importing agencies was Leyland Paints
products from Britain. There were problems For distributors of paint in
East Africa, for very large stocks had to be held to cater fcr consumer
demand. Competition was fierce for the rather limited pre~war warkets,
so that after 1950 negotiations began between Baumanns and Leyland Paints
about the possibility of setting up a plant to manufacture paint in Kenya.
The original plan was postpcned until 1956, duc tco the outbreak of the
Emergency in Kenya, but in 1956 a paint factory was constructed in Nairobi,
as a 50/50 partnership between Leyland Paints UK and Baumann & Co, with
the former providing the management and technical expertise. This only
forestalled the other competitors in the East African paints market for
a couple of years - for between 1958 and 1960 both Sadolins and Robbialac
had set up cther pnint manufacturing plants in Kenya. Similarly Raumanns
became agents of Hall Thermotank (J.D. Hall) and distributed their itens.
After the Second World War they set up jointly with the Hall Thermotank
Company an assembly plant and engineering workshop. However Baumanns sold
off their portion of the business to Hall Thermotank in 1968, as this activity
in the refrigeration business was not really compatible with their other

interests.

During the 1950's Baumann continued its meves towards diversi-
fication. by 1954 they had taken over Milmet Estates, .onsisting of 170
icres of coffec and a beef cattle ranch from some settlers. Also in the
1950's the company took a 50% share in the Kenyan subsidiary of Jardine
and Matheson, tea exporting merchants. This partnership still purchases
tea locally, blends and experts the product. The company also owns coffee
factories in Uganda. This Jiversification drive was completed in 1965
with the acquisition of ABC Foods, another European cwned firm that was
verging on bankruptcy before Bzumanns bought them out. This company

91
manufactures a range of animal feeds.

Baumanns had finally managed to gain access to the shipping
and freight business when it acquired its old rival Leslie and Anderson
and its subsidiary, Wafco Ltd in 1965. The UK company of Leslie and Anderson
was experiencing financial difficulties and the directers avbproached
Baumanns to request that vhey should take over part of the company's share

capital. Its interests in East Africa ranged from food distribution

91. The information on takeovers of local companies and diversificat
was obtained mainly from the =nnual reports of the Baumann Company from
1953-1875, and from an interview with the Company Secretary of Baumann,
(Naircbi, August 1973).
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.-.ncies to warenousing and shipping; Baumann had been competing with

. . X . 92
their steamship agencies since the 1930's.

Thus, by the 1870°'s th. Baumann Company in East Africa was
composed of a gamut of enterprises in manufacturing and agricultural
nroduction 23 well as its old interests in primary commodities. Although
coffee remained important to the company because of their direct investment
in coffee mills in Uganda, their iunvestment in other primary commodities

such as wattle had waned.

By 187C the Baumann Company, which had been locally based since
1945, had the remainder of its share capital purchased by Steel Brothers
of UK. By this time Steels was a large cerporation with subsidiary concern
in over thirty countries and in a wide varicty of concerns ranging from

housing construction to commodity trading and insurance.

92, The Baumann Company also had plans in the early 1960's to
consolidate their commodity trading empire by an amalgamation with the
Tanganyika Cctton Company, but the fortunes of the latter declined and
the plan never reached fruition. (Tancot was taken over by Lonrho in
1369).
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PART V(b) CASE STUDY, MACADI SCD4 COMPANY.

In this study of the development of soda ash production in Kenya,
we intend to show how the needs of international capital were served by
expansion into Kenya to control the source of production of the commodity.
In order to do this it is necessary to outline the conditions of production

that led to this concentration in the commodity on a world level,

a) Origins of Yagadi:

Lake Magadi was first surveyed in 1900 by two Rhodesian prospectors
by the names of Deacon and Walsh.93 In 1902, thinking that this claim was
of no commercial value, these two sold the concession to C. Coles, a
mining engineer, who in the same year re-sold the rights to the East African
Syndicate, a London based operation involved in land development in East
Africa. The syndicate paid Coles Rupees 11.390 for the concession. and
proceeded to mount a full scientific expendition on Magadi Seda Lake.
In 1903 the surveyors reported, "reckoning twenty square miles of deposit at a
thickness of 4", which represents over four million tons of raw soda“.9
The soda samples were sent to London for testing, and the percentage of
soda content varied between 58.9% - 69%, which by international standards
wis most certainly commercially viable. t was estimated from the results
of these experiments that '"taking t.e market price of soda at £4.10.s. per
ton (f.o.r. works), the value of the refined soda ash obtained from 1 ton

. [
of natural Magadi soda would be £3.93.’9J

In 1904 a lease for the Magadi concession was drawn up between
the Government of the Protectorate and the East African Syndicate for twenty
years (renewable). This covered eighty-nine square miles, which included
the lake togethcr with the lands on the shores of the lake. The royalty

payment by the lessev to the government was fixcl at five percent of the

net profits made on extraction and marketing of soda from the Lake.96 The
93. There is some evidence of pre-colonial trade in salt from Magadi,
but in this paper it has not beuvn possible to explore the evidence.

9y, Article, Magadi Sets the Pattern for Kenya, (EAS, 27/1/61).

9s. Ibid.

96. M.F. Hill, The Story of Magadi Soda Companv, (Published for

I.C.I. in 1960), pp. 18-20).
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East African Syndicate was recenstituted in 1906 as the "East Africa Soda
and Railway Company™. The technical advisers to the company were Chance
and Hunt of UK. The draft prospectus propcsed a calcinating plant at the
junction of the branch line with the Uganda Railway and to later form

a subsidiary to erect works in UK for manufacturing soda crystals and
caustic soda under the advice and guidance of Chance Hunt Ltd. In 1908

tha syndicate sought financial assistance from the UK Government to develon
Magadi, but their efforts were unsuccessful. The prospectus had sought

to arrange for the underwriting of the capital required for the project,
but the response in London was pcor, and in 1910 the syndicate was wound

ap and the Magadi deposits remained untapped.

In 1911, the Magadi Soda Company was launched, underwritten by
Marcus Samuel & Co. and the Central Mining and Investment Corporation with
a capital of £1,312,000 (M. Samuel were selling agents for soda products
worldwide and in 1908 had offered their services to the East African
Syndicate as sole selling agents for llagadi Products, a plan which came
to naught as the deposits were undeveloped).97 Clearly the first task
of the new company was to establish contact between Magadi and the outside
world, before any xploitation of the soda resources could be effected,
and plans were drawn up to construct a ninety one mile railway to join
the Uganda Railway, and a water pipeline from the Ngong Hills to Magadi,
vhich was situated in an arid zone. This branch line, when constructed,
would be handed over to the government and lcased from them for a term
of the new lease at a rental of five Shs. p.a. The line would be maintained
by the Uganda Railway administration, but the costs of its construction
was to be borne solely by the company; the railway administration also
undertook to provide all rolling stock sufficient to carry 150,000 tons
of soda per year. Profits on the working of the kranch line would be
Jdivided equally between the Uganda Railway administration and the lessees.
Royalty payable to the government by the company was readusted to two Shs.
per ton of raw soda from Lake Magadi exported or sold; and if used for

commercial purposes thre: Sh. per ton. of soda, or soda products.

The attitude of the government towards the project bears out
an earlier a point that Imperial Policy vas not particularly active when
it came to financing infrastructural developments for the exploitation

of commodities of industrial potentizl. The Uganda railway had been

87. Article, EAS, op. cit.
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constructed to exploit the agricultural produce of the hinterland, but
at this stage that was the limit of their commitment to 'private enter-
prise'.98 The government, was not averse to providing generous land

grants to companies such as Magadi, which held 2900 acres in the Masail

reserve.

In the initial prospectus the underwriters of the Company,
M. Samuel and Company, guaranteed sales of the company'’s product of
'reasonable market quality' during the first five years. It stated that
the vendors felt justified in estimating that a profit of at least
twenty Shs. per ton of soda products could be expectad. The initial

estimated expenses of the infrastructure for the prcject were as follows:

Cost of construction of the branch line -~ £250,000

Nec works for treating and handling soda
and water supply - £250,000
M. Samuel & Co. surveying costs -- 25,000
Issuing expenses, underwriting -- 125,000
£950,000

99
Which left £300,000 for working ceapital.

However, the importance of Magadi to the British partnership,
consisting of the Samuel Company, the British Aluminium Company and the rem-
nants of the East African Syndicatc, was to ensure that this soda deposit
lay in their hands rather than under the control of their competitors.
These companies involved in soda production and marketing were constantly
on the look out for new sources of raw material as the market for soda
products in Europe and the Far East was expanding very rapidly with
wdvancing industrialisation. In fact, the Samuel Company had purchased
a site at Irlam on the Manchester Ship Canal in 1913, where it was proposed
to build a factory to manufacture caustic soda and soda crystals, using
Magadi raw soda. A further project was underway by the same company at
liooghly, near Calcutta, in 1914, which vas to manufacture only caustic
soda. However, war conditions halted the progress of construction of
these plants, and the company had to divert capital away from construction

into supplying the Munitions Ministry from their existing cavacity.

98. The 'infant industries' concept was not to emerge until after

the Second World War in the Protectorat:, and the attitude before that

time was that the cost of exploiting natural rescurces should largely

be borne by private enterprise, without much assistance from the state.
This can be contrasted with the willingness of the government in the 1350's
te finance the railway connecting the cement plant with the Mombasa docks
at Bamburi.

99. M.F. Hill, cp.cit., p. 20.
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b) Interwar Ycars; Competition:

Production at Magadi, despite the efforts of the parent company,
ground to a halt during the First World War, partly due to technical
difficulties experienced at the aew plant and partly due to the difficulties

associated with shipping the commedity from Kenya to its markets.

By the end of 1918 the existing company was facing severe financial
difficulties: the railway had cost £1,124,000, way above the estimate, and
the company's working capital wes exhausted. Thus it was imperative
either to raise more capital or close down the plant and wind up the Lendon
Magadi Company. By 1922 the company was on the verge of collapsc; in 1920
the debit on Profit and Loss was £96,83Z2. Currency conversion in East
Africa meant that the company's costs in Kenya were arbitrarily inflated,
which was a blow to a company so dcpendent on exports. During the year

1920 the output was only 12,000 tons, and further losses seemed inevitable.

From 1920 onwards the export trade in Soda ashlol showed a marked
increase due mainly to rapid expansion of sales to Japan. Magadi Soda,
however met with severe competition from alkalis of European manufacture,
and particularly with the products of Brunner Mond. Roscoe Brunner, the
chairman of Brunner Mond, had been approached several times by the Magadi
Soda Company to reach some agreement whereby this cut-throt competition
cculd be controlled, but he had rejccted any such arrangement. However
Brunner Mond were by this time in a position where their Far Eastern
markets faced the possibility of being lost to Magadi Soda. In 1921
the Magadi Soda Company's selling agents in Japan had formed a subsidiary
company to deal with the increased volume of trade in Magadi Soda, called
"Sun-Soda Co", which reported that Magadi ash was very well received on
the Japanese market. The Annual Report of Magadi however, in 1922
encapsulated their dilemma: '... It is necessary that we should have suf-
ficient production to enable us to sell to the largest markets, where
trices are high, and by this means force our competitors to reduce their
price in the home market for the benefit of the consumer and British
industry. For this reason we shall have to raise further capital'.lo2
Despite the bright prospects for Magadi Soda production on the world

market, the company was unable to raise the capital required to finance

100. For further details on the significance and effects of currency
conversion See, Macgregor Ross, op.cit, chapters one and two.

101. In 1918, Lever Brothcrs were buying raw scda @ £5 per ton at
Kilindini, Mombasa. Lever Brothers werc closely associated through
shareholding, with Brummer Mond.

102. M.F. Hill, op.cit.. p. 79.
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any expansions of the plant, and in February 1923, the directors gave

. . ; . . . . 103
notice to their bankers that it was impractical to carry on business.

In the meantime a schieme was mounted for the reconstruction
of the cocmpany, and an agreement wes recached between two directors of the
former company to take steps to carry through this oroposed scheme. However,
Magadi's chief competitor for the world soda market, Brunner Mond, expressed
a strong interest in controlling the company and they were thereupon granted
facilities to investigate the company's annual accounts. This move was
opposed and the Secretary of State for the Colonies, J.H. Thomas, blocked
these moves by Brunner Mond to gain control of the equity of Magadi Soca
Company. The bureaucracy was opposed to the formation of a cartel
whereby Brunner Mond would secure a virtual monopoly of the soda ash
trade in the Far East, and they were also concerned that the company once
it gained control of the Kenyan soda deposits, would fail to develop
them to their full capacity. The Colonial Office, for once acting in
response to the colonial administrators in Kenya, refused to accept a

plan for Brunner Mond to meet the Magadi Soda Company's liabilities.

This initial failure to gain control of the Magadi Soda Company
did not deter the Brunner Mond Company. In July 1924, they sent a
technical mission to the Magadi site to examine and report on every
aspect of production; this committee undertook a fair amount of informal
lobbying of thc Kenyan colonial administration and reported on return
that the Governor seemed well disposed towards the new company and anxious
to hulp in any way. The colonial administration had by this time reached
the conclusion that it was better to accept the terms of a monopoly
producer than risk the complete non-development of the soda deposit, which
was providing some revenue through royalty payments. After much bargaining
and negotiation on behalf of the Brunner Mond concern and the Colonial
Office, the company was given permission to buy out the share capital of
the former Magadi Soda Company at the beginning of 1925, and yet another

Magadi Soda Company was constituted in London in December 1924.

c) Monopoly Production and Amalgamation of Chemical Firms:

From 1925, Brumier Hend were able to reinforce the ailing
enterprise in Magadi with their technical and commercial knowledge of the
soda business.. Brunner Mond had finally achieved its objective of absorbing
its chief competitor in the soda ash trade, and now Magadi soda was

marketed in co-operation with Brunner Monds own ammonium soda products.

103. Ibid., pp. 79-87.
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Steps were taken to fully integrate Magadi production into the overall
pattern of the Brunner Mond organisation: and all overseas selling

agencies were cancelled (which the company's own marketing structure
assimilated), except for that of the Mitchell Cotts Company which continued
to sell for the company in South Africa. Brunner Mond proceeded to

instigate a programme of capital expenditure for the Magadi plant.

Having traced the absorption of Magadi procucticn into one of
the world's largest soda manufacturers, we will now briefly explcre the
conditions in the chamical industry as a whole which gave rise to further
amalgamation and concentration of production. In 1914 Britain had been
dependant on Germany for many fine chemicals, dyes and dyestuffs, and the
war encouraged British chemical firms to remedy the imbalance. It was
therefecre, in response to competition from the two great chemical combinations
I.G. Farbenindustrie A.G. in Germany, and Allied Chemicals du Pont in
America, that the British chemical firms were compelled to unite.
In 1926, after six months of negotiation between them, this led to the
amalgamation of the four great British chemical enterprises: Brunner Mond &
Co, Nobel Industries Ltd, the United Alkali Co. and British Dyestuffs

Corporation, into the Imperial Chemical Industries Ltd., (ICI).

Brunner Mond had begun in 1914 to manufacturc synthetic nitrates
and built up a market for manufactured soda products. Nobel Industries was
predominantly a dye manufacturing concern. The United Alkali Co had been
formed in 18390 as a result of a merger of no less than 41 chemical concerns
around Widnes, and was engaged in making sodium carbonate by the Le Blanc
Soda Process. The British Dyestuffs Corporation on the other hand represented
the rebirth of the dyestuffs industry in Britain under the pressure of war-
time needs and it had been subsidized heavily by the state. In December 1926
therefore the chemical giant I.C.I. was registered with an issuved capital
of £57,000,000. Sir A. Mond (the chairman of Brunner Mond) was chairman of
the new company. Thus the Magadi Soda Company beccame an offshoot of a
large industrial combine that was to become one of Britain's largest

manufacturing concerms.

d) Magadi uader control of I.C.I.

From 1925, therefore the Magadi Soda Comnany was controlled by
2 chemical combine, which had at its disposal a high level of technology.
Much effort was put into overhauling Magadi's sales systcem, which was
completely re-organized iu order to £it in with the global requirements of

the large corporation. A strong sales promotion was undertaken by ICI for
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Magadi ash, for its high quality at this time meant that the outlets were
limited.lou During the 1920's Jape. took the largest proportion of Magadi

soda. -

Table 19: Na}'ional Shares of Soda Experts from Kenya Colony:

Year Destination Quantzty % of total Exports of Soda Ash
(Tcns) (Tons)

1923 Britain 3,932 12% n.a.

1923 Japan 15,619 49% 31,762

1925 i 38,126 79% 48,306

1927 " 44,500 79% 56,421

1936 22,400 489 46,549

(Source: Colonial Trade Accounts, 1923-1936).

However in 1929 the Secretary of ICI came to a depressing
conclusion; "... an indefinite prolongation of present methods of soda ash
production would yield very little, if any, regular profit .... Magadi is
approaching a serious turning point, there will almost certainly be a very
much reduced carry forward into 193C, and it will be necessary from then on,
until a new process is accomplished, to employ every means to prevent
accumulation of arrears".los The years of depression hit the company hard.
In 1930 Kenya's domestic exports were valued at £3,422,571, and by 1934 they
had fallen to £1,909,876. DRy 193C ovtput had fallen to 44,479 tons which
was less than the 1927 figure, (see table). ICI had considered the methods
of production at Magadi 1o be unsatisfactory and had since 1925 been
experimenting with a re, method of pu.l’rying Mszadi ash. The bicarbonation
process proposed in 1925 was revived in 1927 and 1930. This new process
would involve a capital expenditurc of between £150,000 and £400,000, and

would result in an increase in costs from ten Shs. to fifteen Shs. per ton.

Thus ICI, in the face cf the conditicons of world production were
faced with three alternatives: either they could install this purification
process which would mean that the company would lose an additional £32,000
per annun over and above the prevailing loss of £48,000 (although it might
pay off in the future), or they could manufacture caustic soda in Japan,
which would involve a capital investment of £600,000 and entail a serious

100

risk of failure. The final option was to close down the Magadi plant.

10u. Magadi soda ~<h was a particularly high quality, which meant that
it had a limited number of specific industrial uses, which were able to be
more fully utilized after tha Second World War.

105. Annual General Meceting Report, 1929,

106. The new process was essential to increase the output of the Magad:i
plant. The -alcination costs of thc raw scda had been very high before the
advent of the new method.
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This would entail abandoning the lease on the plant, but it would also run
the risk of competition gaining control of Magadi. It was finally decided
by the shareholders in London that the company should carry on. The

company incurred yearly losses between 1830 and 1337, which were due in

part to the contraction of overseas markets on which Magadi relied for its
exports. The company then embarked on a campaign to cut the costs of
production. In 1933, a gas producer plant was proposed in place of oil
fuel, and after the installation of this new plant the soda ash plant

workéd well. This saved considevably on calcinating costs, although it
jnvolved the use of more labour. An indication of the saving involved

can be seen in the raw cost of soda ash at Magadi which fell from forty one
point five Shs. per ton in 1930 to twenty three point six Shs. per ton in
1936. In 1933, £5,000 had been allocated for the salt plant to produce rough
salt for the domestic markct, although the project was kept at a low level
as the parent company did not wish to involve too much capital in a project
that did not hold much potential in terms of sales. Ly 1938 the output of
salt at Magadi was only 4,570 tons.lo'7 In 1939, a Buard statement expressed
the parent company's grim prospects for Magadi plant, '.... we have been
brought to the conclusion that the Magadi enterprise, while still possessing
a restricted value, can no longer be regarded as capable of providing an
adequate re :ard for the capital whi .h has proved to hive been necessary for

its development..... 1108

However, despite gloomy predictions on the future of the Magadi
Soda plaat, world market forces were to boost its fortunes during the
Seccond World War. Because of its geographical position, with supplies cut
off from Europe, the company was able to expand its exportc to India, South
Africa, Australia and South America. The trade built up during these years
since the war has not altered to this day, (except when exports to South

Africa became impossible in 1963).

From 1941 onwards production at Magadi increased rapidly to meet
the expanding demand; and by 1945 over 6,000 tons of soda ash and 15,000
tons of salt were produced. From this point onwards the demand for soda for
industrial procecses has never faltered, and sales have been restricted not
by the incapacity of Magadi to produce enough soda to meet the demand, but

ratner because of the inability of the railways to cope with transporting

107. Magadi at present still supplies all the domestic demand for
rough grades of salt used for ccoking, cattle licks, and also exports a
small amount, mainly to neighbouring African countries.

108. Magadi Soda Company, AGM, 1939.
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the bulky commodity to the port at Mombasa. Between 1939 and 1961

shipments from Magadi totalled more than 2,000,000 tons and the exports by
1961 exceeded 150,000 tons per annum rcpresenting five percent of Kenyan
total domestic exports.log Between 1929-1960 capital expenditure at Magadi
amounted to £2,116,601, and of this £1,989,067 (94%) was spent after the
Second World War between 1945 and 1960. Not only did these years witness a
marked improvement of technique, but by the 1960's, the plant had concentrated
production and only one single grade was being produced (90% Na.“Y.). The
lower grades, previously marketed in countries such as India, were disconti-
nued. A summary of the company's balance sheets since 1926 shows the rapid

growth after the Second World War.

Table 20: Arnual Returns for Magadi Soda Company 1926-1970

Year Issued Capital Net Assets Net Profit
1926 597,141 1,108,102 (35,497)
1930 597,141 1,131,701 (17,2u9)
1940 737,095 1,084,728 17,203
1950 796,260 1,379,459 186,540
1960 977,754 1,514,028 366,558
1970 2,727,933 3,289,311 410,957

(Source: Annual returns, Companies Registry).

Only a large corporation with its concentrated resources was able
to take advantage of the demand for this particular comodity after such a
long period of market instability. This discussion has shown how the
international corporation is able to keep sources of raw material under its
control, even when the market forces are not particularly favourable to the

commodity.

109. Annual Reports of the Magadi Soda Company, (Companies' Registry).
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PART V(c): THC TEA INDUSTRY AND BROOKE BOND IN KENYA.
PR LIRS

In the final detailed case study we will be concerned to show
the way in which one particular firm, Brooke Bond was able to establish
jtself over a period of thirteen years from 1925 tc 1938 as one of the two
largest tea growers in Kenya, as well as the controller of the internal
market. The attainment of this position is discussed and the international
control mechanisms in the industry are analysed through the workings of the

internaticnal Tea Committee (ITC).

The Drive to Oligopoly: the Tea Industry

a) The Entry of International Firms:

In 1922 tea drinking was a 'luxury' confined to a small European
and Asian population of Tast Africa. During 1925 and 1926, 99.6% of tea
imports into Cast Africa came from India and Ceylon (see table 27). On top
of the freight charges, an import duty cf forty-five cts. per lb was imposed.
The tea trade in East Africa before 1925 was thereforc relatively small, and
unless there was a prospect of initiating the majority African population

into the habit of tea drinking, it would remain that way.

There were several agents of the large metronolitan companies
competing with each other to scll their respective teas in Last Africa
in the early 1920's. The two largest of these were Brooke Bonds and Liptons,
although other smaller agencies existed such as that of the Twinings Tea
Company. In 1916 Arthur Hirst of Nairobi was appointed from Calcutta as
sole agent in East Africa for the sale and distribution of Brooke Bond tcas.
The idea was to open a branch of Brooke Bonds, for the parent company in
Britain saw the possibility of extending their East African market by
conducting vigorous sales campaigns to break the virtual monopoly held by
Liptons. It was in response tc these needs that a Brooke Bond branch was

formally constituted in East Africa in 1922.110

The tea at this time was marketed in two different forms, one
in 'bulk' via Asian wholesalers and the other in 'packets'. The former was
aimed chiefly at the African market which existed mainly in Zanzibar and

the coast regions of Kenya and Tanganyika, but only a small proportion was

110. Article, G.B. Pollard, (an employee of Brooke Bond in the 1930's). A
Brief History of the E2st African Branch of Brooke Bond & Company (India) 1td,
(from Brooke Bcnd Company files at Kericho).



- 6L - IDS/WP 267

finding its way to up-country markets in these two territories. However,
the two importing companies, Brooke Bonds and Liptons dealt mainly with

the packeted teas, which came directly from Ceylon and India and held only
a small share in the bulk trade. The latter bulk teas were largely in the
hands of Indian wholesalers importing from the country of origin, Java

teas being particularly popular in the Zanzibar market. In the meantime
Twinings had also entered the market and in 1922 made a shortlived attempt
to challenge the Brooke Bond and Liptons hold over the import trade in

tea to East Africa. It must be borne in mind that the actual size of the tea
trade was small in the early 1920's, so there was strong competition for

a share in a small cake. Fcr instance, during the twelve months to 30/6/2u
Brooke Bond sales in East Africa were between 450,000 and 500,000 lbs and
the total tea imports into the East African territories and Zanzibar was
still under onc million 1lbs. The closing sales of the Brooke Bond branch
in 1925 were approximately 650,000 1lbs, which represented about 60% of the
total imports of tea, with a ratio of 70% in packets and 30% in bulk. Tt

(sce table 27).

b) Tea Production in East Africa:

Brooke Bond had only recently become a tea producing company as
opposed to simply a tea dealer through the London auctions. Between
1900-1914 Brooke Bond had set up branches for blending tea in India and
Ceylon in order to be freed from dependence on the London market. The
company extended into production in 1919 when the first Brooke Bond tea
estate was purchased in Assam, and several more were bought in that year.
A large distribution network was established in India just after the war,

and a large number of already developed tea estates were absorbed.ll2

The market for tea in East Africa was small, and those engaged in
the trade experiencced strong competition from other distributors. From
Brooke Bond's point of view this state of affairs coincided with the desire
to diversify sources of production as the political climate in India was
perceived by the company as being unreliable in the early 1920's. Although
an important motive for producing in East Africa was to go behind the tariff
wall and attempt to control compeition from other sources, the future
export potential was another major consideration. For tea is primarily an

export crop and the planting programmes of all the main producers were based

111. Pollard, Ibid.

112. D. Wainwright, Brooke Bond, a Hundred Years, (a book published
by the company in 1969), pp. 29-31.
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on the assumption of finding a prcfitable market on the London auctions.

These were the two main motives for the move of the two largest producing
campanies, James Finlay and Brooke Bond, into Kenya: to capture the local
market and develop alternative producing areas. Both of these objectives

were to be realised by Brooke Bond by 1938,

These motives led to the acquisition of 1,000 acres at Limuru
in 1324 by the Brooke Bond company.113 At the same time the company made
an arrangement with a number of farmers, who had been cultivating tea in
the district on a smallholder basis, to buy their tea and process it in a
central Brooke Bond factory at Mabroukie. Farmers in Kericho had similary
been experimenting with tea growing since 1910. An agent of one of the
James Finlay companies arrived in Kenya in 1925 at the same time as the
Brooke Bond representative to discover that 25,000 acres of BEADOC (British
East Africa Disabled Officers Corporation) land in Kericho was for sale,
as the Scheme had been a failurc.llL+ Although the general manager was
cauticus from the point of view of the risk involved, 20,000 acres was
purchased by the James Finlay Group (the largest tea growers in the world
both in 1924 and at the present). The land was purchased from the
Government for a paltry Shs.1193/- and a yearly rental on a 999 year lease
of Shs.4000/-, and the James Finlay Company formed a private company
registered in the United Kingdom, known as African Highlands Broduce
Company Ltd.115 Brooke Bond purchased the remaining portion (5,000 acres)
and formed a private company known as the Kenya Tea Company Ltd. Brooke
Bond gradually advanced its acreage by absorbing small planters' plots.
Thus by 1926 tea development in Kenya was dominated by two large foreign
companies, two locally owned public companies, Buret and Jamji and ten
small private planters. By the outbreak of the war, the latter had been
reduced to five from ten, and the total acreage under tea cultivation in
Kenya had risen from 382 in 1924 to 12,662 in 1934. Between the same
years tea production in Kenya rose from 1,341 lbs to 4,024,722 1lbs, and
exports from nil to 2,476,900 lbs in 1934, (See Table 27 and 30). Brooke
Bond and African Highlands Produce Company, therefore, held the largest
proportion of mature tea acreage before and after the Second World War.

Unfortunately I do not have the preccise acreage for Brooke Bond in the

113. This information on land acquisition by Brooke Bond and African
Highlands was acquired from the Lands Registry (Nairobi) as part of an
examination of European estates which sold to foreign tea companies before 1960.

114, The BEADOC organisition had been set up after the First World War in
order to assist the settlement of ex-officers. The scheme was a total failure
and having unsuccessfully attempted the cultivation of both flax and coffee
the Corporation had to sell the land in corder to pay off their debts.

See also MacGregor Ross op. cit.

1185. Lands Registry, op. cit.
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1930's, although in 1934 African Highlands held 5,032 acres”ﬁ- of tea in
Kenya and the total area under tea ror that year was 12,662. I would esti-
mate from the Land's Registry accounts that Brooke Bond at this time had
approximately the same acreage as African Highlands with around 5,000 acres;
the balance of 2,662 acres cor so being held by another foreign company,
the Nandi Tea estates and the two local public firms, Buret and Jamji. By
1943 the local firms had slightly increased their share of Kenyan tea
acreage and a memo from the Department of Agriculture to the Internaticnal
Tea Committee, in November 1943, stated that the proportion of tea acreage
held by 1) non residents and 2) residents in the Colony was 70% and 30%
r'espect:wely.ll,7 As Brooke Bond and African Highlands dominated the non-~
resident group it is justified to estimate that their percentage of total
tea acreage in Kenya (which was 15,656 acres), just before the end of the
Second War was somewhere between 65% and 70%, which would leave these two

foreign companies with approximately 10,959 acres between them in that year.

By 1955 there were seventy-five licenced tea holders in Kenya,
fifty-four in Uganda and twenty-five estates in Tanganyika. The size of
holdings ranged from 10,000 acres to less than 500 acres.ll8 By 1938,
Brooke Bondllg had 3,000 hectares of mature tea at Kericho having absorbed
Jamji estate after the War, in 1946. Brooke Bond's consolidation of tea
lands in the Kericho district was coipleted in 1971, with the acquisition
of the only remaining large, locally owned tea estate, the Buret Tea Company

for which Brooke Bond paid £l,OOO,OOO.l2O

116. Information on acreage and production for the African Highlands
Company was obtained from their office at Kericho. The Brooke Bond Company,
unfortunately did not have similar figures reaching back before the Second
World War.

117. Kenya National Archives (KNA), 11/u3.

118. M.D. MacWilliam, The East African Tea Industry, 1920-1956,
(M.Phil thesis, Nuffield College, Oxford, 1958), pp. 18-20.

119. By 1955, Brooke Bond had invested a total of £6,000,000 in the

tea industry in East Africa, (information from Hcad Office, Kericho).

120. Interview with Brooke Bend in Nairobi, (February, 197u4).
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Of all the tea companies in East Africa after 1924 Brooke Bond
was the only one with an established distributing organisation in Kenya.
Brecoke Bond's policy in the years after 1924 was to make the local market
its primary concern. Unfortunately for all the tea producers in EBast
Africa, their precduction had begun to came on the market just at the
onset of the Denression, when the London auction prices fell below those
obtained on the local market. Therefore the larger estates, such as
African Highlands and Brooke Bond, who would normally have exported their
tea, turned to the local market as the most profitable outlet, and in
1928 a period of intense competition began in response to these conditions.
In June 1930 African Highlands sold tea for one Shilling per 1lb, ex-factory;
however by 1931, both Brooke Bonds and Buret had dropped their prices of
tea to 90 cts per lb, and African Highlands was compelled to follow suit.
This cut-throat competition was having the effect of cutting the East
African price level down to the London auction equivalent, which caused
concern amongst the directors of the parent companies in Britain. In 1931,
the government unexpectedly imposed a tea excise duty of ten cts per lb,
but competition was so hot that none dared to pass on the increase to the
consumer in East Africa! Therefore the thoughts of the large companies
turned to devising a more durable form of sales cooperation on the local

market.

In 1933, with the onset of the International Tea Restriction Scheme,
Brooke Bond took the opportunity to exercise a determined bid for oligopolis-
tic price leadership and gradually raised their prices from eighty-five cts
to One Sh. per 1lb. The other producers followed suit. Brooke Bend's share
of the market never fell below 50%. However, by 1935, the prices on the
world tea market had improved, as London auction prices had risen consider-
ably, thus relieving the pressure on the large tea companies to unload on

the local market.122

Kenya had not been included in the first Tea Restriction Scheme
from 1934-1938, but when the scheme came up for renewal, it was expected
that East Africa would be included as it was anticipated that production
would have increased faster than local consumption, and producers would be
increasingly forced to export. It became imperative, therefore, to work out
some kind of sales agreement before that time. The general form that such

a scheme would take was clear: a quota share of the local market for cach

121. Pollard, op. cit.
122, MacWilliam, op. cit., pp. 8u4-88.
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producer, based on production and acreage, with an administrative body to
run the scheme. However the conflict of interests between the Droducegs
was to delay the conclusion of the agreement for three years.

The negotiations during these years were almost exclusively
between the two largest tea producers, both subsidiaries of British based
companies. Brooke Bond wanted to become agents for the cocperative marketing
organisation, retaining full control over detailed sales policy; for any
proportionate share out of marketing in the internal market on a basis
of production shares would mean this ccmpany sacrificing about 40% of its
share of the market. Brooke Bond could probably have defended its hold on
the internal market by pushing out the smaller producers, as the company had
such a superior sales organisation, but it would not be so easy to dislodge
the African Highlands Company, with its strong overseas backing. The affect
of restriction would be to force tea on to the local market once again and
without cooperation all other producers could combine against Brooke Bend.
Therefore Brooke Bond had strong reasons for either going into a suitable
joint selling agreement or to forsake restrictions on exports. Their global
activities required international restriction of sales .so the pressures for

a local agreement were overwhelming.

However, the James Finlay Company wanted a fully owned producers'’
organisation and they fought for two years with Brooke Bond to achieve this,
for this arrangement would mean Brooke Bond relinquishing its predominant
hold over tea sales on the local market. Broocke Bond's emphasis has always
been on the distribution rather than the growing of tea (the opvosite of
Finlay's), so the principle of apportioning sales in proportion to production
was damaging. James Finlay also wanted revisions in Brooke Bond's original
proposals to make provisions for a selling organisation to have a neutral
trade mark. This would again amount to the fact that Brooke Bond if it
accepted the arrangement, would have to give up their dominant distributing
interests in East Africa, which they considered was too high a price to pay

for cooperation.

Finally, after discussions in London in October 1937, James
Finlay Company prepared a memo outlining the scheme for the cooperative
selling of tea accepting all the fundamental points that Brooke Bond had
pressed for originally. This move had been instigated by changing world
conditions of tea production. Previously, the main incentive for considerin:
a joint selling scheme had been that under full participation in the
Restriction Scheme, East Africa would have reduced its exports considerably

so that a large proportion of local production would have to be sold in the
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East African market. However, when East Africa was accorded favourable
terms for export restriction, the situation changed to such an extent that
if the full export quota were taken up there might even be a shortage on the
local market and export prices were higher than local prices. In other
words producers might be more interested in a minimum rather than maximum
quota for the local market. Therefore, from the point of view of Finlays,
who administered the sales to the local market it was no longer so important.
An amendment to the Finlay's memorandum was nassed at an Annual GCencral Meetin
of the Kenya Tea Growers®' Association in April 1938, and a limitation of
members' contributions to 30% of their production was passed.123 Finally,
in June 1938 approval was given to the scheme, which came into operation

in September. In effect Brooke Bond became the East African Tea Growers
Association (EATGA) representatives, and the main features of this contro-
versial scheme were as follows:

1) Producers were to pay the transport costs of tea from their factory

to the packing factory of the distributors.

2) The distributors (Brooke Bond) for their part undertook to supply all
the necessary financial and sales organisation and use their goodwill, trade
marks, and trade patents, although the tea packets weuld also indicate

that the tea was from the 'EATGA'. In return for their services the
distributors were to receive a commission of seven and a half percent from
the gross selling proceeds cf the tea which they handled. They were also
entitled to deduct from gross selling proceceds some direct charges:— sub-
agents commission, all transport charges, all packing costs (including
labour); materials and general upkeep. Tre scheme also provided for an
advisory committee of producers in the three East African territories, to

decide on the quantity of tees in individual quotas and settle any disputes
that might arise.
At the beginning of 1938 there¢ were eight producers within the

East African Customs Union marketing branded tea. In addition there were
several brands in existence for a very localised distribution, packed either
by small growers or bazaar firms that bought teas. All these were to be
absorbed under the pool agreement in Kenya.l2u fmbanpgulu Estate in Tanganyi
joined the pool from the start, and the Ugandan estates were to join later.

The proportionate share in this tea trade was as follows:-

123. Ibid, p. §9.

124, This marketing arrangement meant that Erooke Bond could 'pool’
most East African teas, thereby controlling the profits from the marketing
of such tea internally.
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Table 21: Total Tea Sales in 1937 in East Africa

Divided amongst: Kenya Teas LBS
Brooke Bond 1,250,000 56%
Buret 300,000 13%
African Highlands 250,000 11%
Jamji N -
2%
Kapkorech 20,000 i
1,850,000 82%
Uganda Teas Buchanans 150,000 7%
Uganda Co 75,000 3%
Miscellaneous 25,000 1%
250,000 11%
Tang Teas Ambangulu 125,000 5%
Miscellaneous 25,000
150,000 7% =
TOTAL 2,250,000 1bs.

(Source: Brooke Bond Memo, 1937).

The advent of the pool reduced the main brands to four. covering 80% of

the tea trade in East Africa. This meant that within sixteen years of
establishing its trading organisation in East Africa, Brooke Bond had managed
to manoeuvre itself into a dominant position, both as far as the growing and
marketing of tea was concerned. Most of the profit that Brooke Bond was to
make in subsequent years was derived from its position of control over the
internal marketing of tea in Kenya, a position which the company retains to
this day.

d) The International Tea Committee and the International Corpora.ion;

It is now necessary to show how the internmational aspects of tea

production determined the policy of the big tea companies such as James
Finlay and Brooke Bond towards the tea industry in East Africa. We will
concentrate on the methods used by local and foreign capital to pursue

their respective goals.

Large companies are not merely concerned to 'carve an enclave'
out of a particular production area, but are rather concerned to regulate
and control conditZons of production of that commodity worldwide, which is

part of the mechanism of concentration of capital.
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The James Finlay group, based in Scotland since the 1760's, built
its empire on textile manufacturec and trading, and in the nineteenth century
they acquired large tea estates in India. Ceylon and Java.125 By the 13820's
this group was the largest single grower of tea in the world. Brooke Bond
and Company on the other hand were largely concerned with tea trading in the
19th century, which involved buying up tea in India and Ceylon and selling
it on the London auction, as well as distributing bought teas under their
famous brand name. Even after they had invested in estates in India in
the early 1900's, their main interest remained in the sphere of tea

marketing and distribution.

The idea of restricting tea production and acreage was first
mooted in 1920, as it was felt by the world's largest tea producers that if
tea production was not regulated then the industry might face serious over-
production in the years to come. It was after two abortive attempts at tea
restriction in 1920 and 1930 that the first International Tea Agreement
came into force in February 1933, when it was signed by the representatives
of the tea industry in India, Ceylon, and Indonesia. Unlike the earlier
attempts at restriction, the International Tea Agreement (ITA) was binding
on all tea producers and backed by legislation of the respcctive government:
The combination of over-supply of tea world wide and the Depression had
reduced prices well below the previous averages for producers in these
countries. This gave cause for concern to the largest producers of tea who
laid out the conditiors of the Tea Restriction Scheme as follows:-

1) Tea exports should be regulated in order to rcstore the equilibrium
between supply and demand;

2) That governments of the producing areas should undertake to prohibit
exports in excess of the agreed quotas;

3) That the basis for regulation should be maximum exports reached by each
country between the years 1929 and 1931,

4) No new planting should take place and seed exports to non participating

countries be prohibited.126

It was an important feature of the Tea Restriction Scheme that,
although other governments of tea producing areas such as East Africa were
not signatories to the agreement, its successful implementation depended on
their active participation. New entrants were tc be preventad, for the
restriction scheme was designed to rescue the existing plantations in the

old established tea producing areas. The purpose of the ITC's policy

125. James Finlay & Company, 1760-1960, (a book prepared by the compar
in 1963).

1286. International Tea Comnittee Reports, 1945, (KNA 12/MAWR).
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towards East Africa was to keep the industry as insignificant as
possible. It was thought particularly important that the new tea growing
areas of the British Empire should join since the 'well-being of the whole

industry' was at stake.

Initially, the Kenya government meekly referred the ITC scheme to
the Kenya tea Growers' Association (KTGA) for its opinion, and since this
body was dominated by the two companies with large interests in Ceylon and
India it world be expected to take a favcurable attitude towards restriction:
The dominance of large producers in the ITC was epitomised by the top
personnel in the organisation: the chairman of the ITC which was set up
to administer the scheme, was also the chairman of the James Finlay holding
company of African Highlands Produce in Kericho. It was hardly surprising
therefore that the two large companies which dominated the KTGA were to
accept the terms of the scheme on bechalf of the other growers, (although
some important modifications were suggested for its application to East
Africa). There was to be no restriction on exports from East Africa but

Kenya growers would cease all development, providing that those growers who

had just started development were =allewed Lo compiete economic units. The
following formula was suggested: that planters who had one hundred acres

or more of tea and who had the means of disposing of their leaf to larger
factories should be allowed to extend to a minimum economic area of 500 acres,
including a fully equipped factory. Also that small estates and individual
growers send their leaf to a central factory and could enlarge their areas
to a maximum of one hundred acres each. This would ensure that many small
growers would not go out of business; but more important it was because the
large companies at this stage were quite dependent on small European growersf
tea for throughput for their factories. Regulation based on standard
exports was clearly impractical for East Africa, for the immaturity of the

tea left no proper basis for calculation.

The governors of Tanganyika and Uganda held different views from
those of the KTGA. Indeed the administrations of all three territories
faced a dilemma-acceptance of ITC regulations meant sacrificing the 'economic
development' of the colony. As we have pointed out, the local administration
in the territories usually took the side of the settlers in that they wished
to develop industries in those countries, thus taking an 'economic nationalist'
position. 1Indeed, this position was articulated in the Governors'

Conference held in October 1933 where it was resolved:



IDS/ P 267

l
-3
W

I

"The East African Governments feel bound to develop such East
frican industries as arc possible within their territcories but recognise
that it is undesirable for increased production in East Africa to militate
against the policy of tea export regulations adopted by Ceylon, India, and

the Dutch East Indies".127

The conditions of this first ITC Agreement were finally accepted
and the governments' attitude here can be seen as that of resignation;
however their opposition to the ITC regulations was to harden considerably,
in direct response to political pressurc from the settlers who represented

the 'small® local tea growers.

Under existing plans (without restriction), planned increases in

acreage were:

Table 22: Tea Acreages Under ITA Scheme

Uganda Tanganyika Kenya Total -
Existing acreages
in 1933: 740 2500 12300-15,000 15,540-18,240

Maximum increases
until 1939 1260 2500 4000 7,760
(without restriction):

Whereas the Kenya Government, taking its cue from the K GA at this
point, were prepared to limit their expansion between 1933 and 1939 to 1,000
acres, the other two governments, who reflected the interests of the smaller
producers, were not preparced to accept such a severe limitation. Meanwhile,
in London, the ITC and large tea producing interests were lobbying the
Secretary of State and in a memorandum urged speedy accession of East Africa

...."We are already seceing increasing quantities of tea coming
into world markets from these dependencies, and do not see why the producers
of East Africa should ride on our backs to take advantage of a situation
which is created by a scheme such as this; in fact we are definitely of
the opinion that only controlled production can save us from falling into
a worse position than we have already been in, and we consider that we have
a claim on British connections to assist us in this matter”.128

After three weeks the ITC accepted the KTGA amendment of freedom
from export control, but at the same time took the view that the actual
expansion of planting desired by the East African growers was 'extravagant’

and contrasted the 33% exports proposed by East Africa with one half percent

127. East African overnors' Conference, (cable to Colonial Office
10/10/53, KiA).

128. Macwilliam, op. cit., p. 90.
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permitted by each of the regulating countries. The comparison was hardly
meaningful since the figures involved for East Africa wepe so small and the
area was fighting for the right to establish economic acreages. The Kenya
Government who were at this point supporting the interests of the large
companies, managed to persuade Uganda and Tanganyika to accept the economic
acreage formula. As a result, Tanganyika had to abandon development plant
in the Usambaras and come down to 2,900 aces from 8,640, Uganda was brought

. . 129
down from 2,900 to 2,000 acres, and Kenya remained at 1,000 ur.til 193¢,

e) The Second Agreement, 1938-43:

It was decided in 1938 that the Restriction Scheme should be
renewed for a further five years between 1938 and 1943.130 The agreement of
main participants was secured, and the attention of the large producers then
turned to Last Africa, the formal approach being made through the African
Tea Association in 1936. When the question of renewal was discussed by
KTGA, the chairman of African Highlands Produce (the James Tinlay company)
vredictably took the line of the parent company and proposed unqualified
acceptance of the scheme, on the grounds that African tea growers had bene-
fitted very materially from the higher tea prices realised as a direct
result of the ITA scheme under which the regulating companies were bearirg a
'heavy burden'. In other words, the larger producers, notebly Brocke Bond and
James Finlay, who dcminated the ITC, wanted to restrict exports from the
new tea areas such as East Africa and encourage the growers.to sell an
increasing percentage of tea on the local market in order to keep prices
up on the international market, a strategy which would serve their global
interests in the long run. This plan of the large tea producers led to
a revolt from the smaller tea growers in Kenya: those who had no interests
outside East Africa and who were dependent on expanding their acreages and
exported tea from Cast Africa alene. This group were tired of being
coerced into accepting measures detrimental to their own interests by the
large producing companies and they proposed a contrary i1esolution on the

Second Tea Agreement at the KTGA Meeting:

".... This Association, having already agrced voluntarily to

complete restriction as regards the opening up of new areas, conditional
on a like cessation of planting being observed throughout the African

territories, is not prepared to undertake further participation in the new

scheme in respect of regulation of exports.”lal
129, ITC Report, 1945, op.cit.
130. Ibid.

131. KTGA Annual Reports, 11/36, (Kericho).
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It was claimed by the smailer producers that the young industry
in East Africa had already made considerable sacrifices both as regards
its own interests and those of the Colony. The industry, they claimed,
was only just beginning to pay its way and had borne considerable costs
in developing the internal market to lessen dependence on exports. This
resolution was strongly carried by the KTGA members (whe voted individually
and not according to size of holding). The small producers, who were
entirely reliant on their East African holdings, had asserted their dis-
approvil of foreign capital dictating the 'rules of the game' to them, in
so far as tea production in East Africa was concerned. In response to this
pressure, the ITC suggested restricting exports to 90% (instead of 80%)
of potential tea yields each year; but even this was considered unfair by
the small producers. The ITC 'cartel' of big producers presented this to
the KTGA as the only possible alternative, and the KTGA were pressured to
accept the clause. However the Uganda and Tanganyika governments
(representing producers outside the 'cartel'), refused point blank to
accept the kind of export regulation imposed by the ITC on the KIGA,
and when negotiations were rc-opened with the ITC over the issue, the Kenya
government also took a more positive stand in support of the smaller Kenyan

tea growers.

The Kenya government, therefore, having joined in the re-negotiation
of the terms of the Second Agreement, took a 'mationalist' position in
defence of the small Kenyan tea growers nd began by attacking the KIGA's
failure even to apply for the allotment for new planting to which Kenya had
been entitled under the last agreement, a move which had been at the expense
of the small tea grocwers. The Acting Colonial Secretary (Kenya) sent the
following memo to the Governors'! Conference in November 1937, which encapsul-
ated their position:

"... There is the separate question of the develcpment of the
colony as a whole in the interests of its inhabitants, as distinct from the
development of an industry by comparies whose major activities lie outside
the colony, and on whose interests a small extension of areas of planting
in Kenya will have little or no effect ....Tea is now known to
have been an economic crop in certain areas where it had not proved itself
in 1934, whereas other crops have proved a failure in places where there
is good reason to expect that tea would afford certain planters a living
which they can gain from no other branch of agriculture. Several applications
have been made recently by persons who desire to plant tea in suitable areas

which have failed to respond to development under other crops (e.g. Nandi
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and Kaimosi districts) and the govcrnment desires in the interests of the

colony to support these applications".132

It may seem surprising thet the Kenya Government should so suddenly
involve itself so actively in the ITC regulations and their affect on Kenya,
after such a passive acceptance of the first Agreement. This action was
largely in response to pressure from the farmers of the Colony, who dominated
the Legislative Assembly, and in many cases dictated policy to the local
administration. Many small farmers during the 1930's had cxperienced a
series of crop failures, leaving them with only one alternative in certain
areas: to go into tea production. By the late 1930's, therefore, the
Colonial Government in Kenya had received a large number of petitions from
planters' associations requesting that they should be allowed to switch
from unprofitable coffee to tea planting.ls3 The Kaimosi soldier settlers,
for instance, had been allocated their farms after the First World War
specifically for coffee growing, but the district proved unsuitable for
both coffee and flax. The North Sotik farmers also asked for 1000 acres,
the Nandi Planters Association for 3000 acres, and altcgether these
associations applied for 8,290 acres for new tea planting. After examining
these claims, the Kenya government resolved to apply for 2,220 acres for
allotment to new entrants, but they had no hope of support from the KIGA,
where the interests of the large companies was paramournt. Kenya, along with
Tanganyika 2ind Uganda, now refusca to sign the agreement for East Africa,
and the ITC had to consider granting some minor concessions by allowing

exteitions of tea acreages within the following limits:

Table 23: Acreages Under Second ITA:

Uganda  Tananyika  Kenya dyasaland Total
Original Proposal: 500 1400 500 100 2,700
After Negotiations:1000 1400 1300 100 3,800

(Source: ITC Report 1945),

However, these acreages applied cnly to extensions of existing tea and not
new planting for which the East African gevernments had been pressing. The
farming group in Kenya, however, had a powerful influence over internal
pelicy-making in the colony. In a debate in the Legislative Assembly (LEGCO)
in December 1937, this class meade its position clear: they would strongly
oppose the renewal of the Tea Ordinence unless those farmmers in unsuccessful

. . L
coffee arcas werc permitted to turn to tea grow1ng.l3

132, Department of Agriculture to the Hon. Chief Secretary, Nairobi
(KNA, AGR 10/39, Volume ?).

133. Meme from Dept. of Agriculturc to the ITC, (11/43, KNA).

134, Among the settler, tea growing lokby in LEGCO was Lord Fprancis

Scott who had extensive tea interests in Tanganyika.
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The ITC, who were becoming irritated by the delaying tactics of
the East African governments and their constitutents, finally agreed to
grant an additional increment of 1,300 acres for new plantihg in East
Africa as a whole. Under the terms of the new agreecment new planting was
to be spread over five years and allocations had to be made in economic
units for factory organisation. In return for this concession, however, the

ITC felt justified in exacting a quid pro quo in the form of an

prcpaganda cess (the proportion cstablished being two Shs. per 1b of made
tea). Of course the main -beneficiaries of this cess would be those large
companies, notably Brooke Bond, who controlled the international tea
marketing. In East Africa,, for instance, this cess was used to encourage
local consumption of tea, as the large companies wanted nnt only to see the
expansion of the local market but also to keep tea away from the international

market while prices were low.

f) Wartime Conditions and Renewal of ITA:

One might have assumed that the transformed wartime situation,
with the loss of several Far Eastern tea producers such as Indonesia, Burma
and Japan, would have autcmatically led to the abandonment of tea restriction.
However, the ITC resolved *to the contrary to recommend, 'to the governments
and producers concerned that the existing agreement should be continued as
it stands for the duration of the hostilities'.135 Furthermore ITC's concern
over the loss of continental markets led them to lower the export guota by

five percent.

As we have seen, the last ITC agreement had provoked considerable
opposition from the small producers within the KTGA. When the ITC directive
cn renewal of the restriction scheme was considered the following resoluticn
was passed:-

That this association must decline to participate in any
further renewal of the restriction scheme‘.136
Concurrently, the local Kenya administraticn were launching an attack on the
ITC scheme as it affected East Africa in their bid to defend the Kenyan
industry as a whole.

' ... Certain members of the KIGA feel that in view of the New
Colonial Development Policy, the question of restricting planting of tea in

this colcny should be reconsidered'.137

135, Letter from ITC to Secretary of State for the Colonies, 1/1/42,
KNA, AGR 4/12, MAWR 3).

136. Minutes of KTGA, 13/7/43, (Kericho).
137. Ibid.
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Furthermore, the Director of Agriculture (Kenya) in a memo to the Chief

Secretary asserted in defence of the 'small' element »f the KTGA:

"It may be advisable to record the reservation that this
government feels: that the restricticn scheme involves a disproportionate
sacrifice on the part of the new and more productive areas such as East
Africa, which would otherwise ke in a position to exploit their comparative
advantage. In this connection. though the scheme has doubtless done some-
thing to stabilised prices, it would be a fallacv to ascribe the improve-
ments in the tea market wholly to restriction..."l38
The Director of Agriculturz, in commenting at the end of this memo, expressed
the feeling of the Kenyan administration about its position on the ITC:
...."The powers of the East African votes on the ITC would appear to be

limited".

The position held by the local administration was that the
interests of Ceylon and India had fostered the agreement, and subsequent
renewals had been simply to maintain uneconomic estates in production at the
expense of the East African producers, whose yields were two and three
times higher than those of many Indian estates. A dialogue on the
issue of renewal again developed between the Kenyan administration
and the Colonial Office. The Kenyan administration asserted that although
they valued some forms of commodity controls, it was not the government's
opinion that the tea scheme should be retained as a model of post war
development, a line which the Colonial Office were pursuing. The ITC
thought in best to avoid the¢ storm that was brewing with 'local' interests
and they decided to offer East africa new planting up tc a maximum of twenty
percent of the permitted acrecage allowance,luo and, after some argument,
they also agreed to permit -*he unplanted balance from previcus allocatiens
to be carried over. After this skirmishing, the Kcnya Government fFinally
offered to extend the tea agreement for the duration of the war and six
months after, providing an allowance of 1000 acres per year was granted for
new planting, either for existing or new planters, at the government's

discretion. This total amounted to:

133. Memo from Acting Director of Agriculture to Member for Agriculture
18/10/u6, (KNA, AGR 4/12, MAWR 3 AGR).

139. Ibid.

1u0. The advantage of new planting was that the estate would be

permitted to expand its acreare and put in new jats, the rest of the
acreage allowance was for infilling existing areas.



-1 - IDS/ P 267

Table 2Uu:
Existing acres Extensions granted
kenya 16,162 3,232
Uganda 4,716 9u3
Tanganyika 7,450 4,040

(Source: ITC Report, in KNA AGR 4/12).

In Kenya, therefore, the government was still determined to en-
courage new entrants, (in response to the farming element in the LEGCO),
in spite of opposition from the paramount chiefs of the K'I‘GA.]"+l The
government further intervened in the interpretation of the ITC regulations
and set up a comittee to decide on the distribution of the allotment and

ruled as follows:

Table 25: ITC Allotments

39% to go to New Growers 1,270 Acres
30 " " Small " 955
31 " " Large Tea estates 1,007.

3,242 acres.

(Source: Memo to ITC from Department of Agriculturz 11/43)
The two large firms inKenya, African Highlands (James Finlay) and Kenya
Tea Company (Brooke Bond), protested to the Secretary of State at the
neglect by the Kenya Government of the claims of established interests,
but this was to fall on deaf ears, for the Kenya Government had an
additional motive for wishing tc expand the industry at this time, apart
from that of defending the small tea growers. A number of tea interests
in India and Ceylon wanted to transfer their interests to East Africa dueto
the political situation in those courtries, and their general aim after the
war was to diversify their areas of investment.

of
"During recent months a number/firms at present interested
and connected with planting in India have sent representatives to the
territories to investigate the possibilities of tea production in Kenya".

Thus, taking up their nationalist positions ouce again, the governments of
the three territories decided to defy the ITC and opt cut of the agreement,
and, at a meeting in January 1947 of the territorial governmerts, it was

recommended "....That existing teaordinances should be c¢xtended for another
year, but that all acreage restrictions should be removed forthwith?.lqa
The ITC interpreted these actions as 'hostile' and assumed that East

Africa had withdrawn from the ITC. Accordingly, the ITC banned all seed

141, KTGA Minutes, 13/7/43, op.cit.
142, Memo from Ag. Dir. Agr. to HCS (10/46), op. cit.
143, Conference of East African Governors, 1/47, (in MacWilliam,

op.cit.), p. 20.
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exports to East Africa, a fact that was not to concern Kenya unduly.
Cavendish Bentinck (a prominent settler member of LEGCO), wrote in 1947:

'.... as regards the refusal of India to supnly tea seed. I do
not think that the East African industry will be very worried about this as
you will see from the letter of the Director of Agriculture ... that we
shall be able to obtain supplies of seed elsewhere‘.”

The ITC was after the war under pressure on both the metropolitan
and the local front. The ITC by 1947 had ceased to have the support of the
Colonial office, (there had been a change of government in Britain ), which
was concerned that the ITC was contrary to the United Nations Charter on
Commodities. Therefore, the ITC met in November 1947 to consider its
future. They decided that the International Tea Agreement should be
extended for a further two years after March 1948, or until the new UN
Charter for the International Trade Organisation came into force. The
Committee also decided that the export regulation powers should be retained,
although no quotas would be in force for that time; and that all restrictions
on new planting should be removed in the participating ccuntries. The
justifications of the ITA 'benefitting the whole industry' were subdued.
and these tempercd regulations showed that it no longer suited the purnose
of the major producers to restrict cxpansion in the newer tea growing areas.
In fact, as we have said, the conditions of naticnalism in Ceylon and India
after the war encouraged the dominant producers of tea. such as Brocke Bond

and James Finlay, to expand their existing areas of production in Kenya.

what had been the overall effects of the tea restriction scheme
on different producing interests in East Africa? In November a question
was asked in the House of Commons along these lines; whether tea
planters in Kenya Colony are satisfied with existing opportunities for
development and whether such development is affected by international
control of the industry?".ll‘\5 To which the Colonial Secretary replied:

"the development of the tea industry in Kenya has not been adversely
affected by the existence of the ITA since Kenya was allotted under that
agreement new acreage and export quotas, neither of which has been fully
achieved during the period of *the agr:ement'".

1uy, Letter from Cavendish Bentinck (LEGCO) to Sir C. Lockhart,
Conference of East African Governors, 1946, (KNA, MAWR 3AGR 1/1u).

145, Hansard, Vol.393, p. 573, in MacWilliam, op. cit., p. 26.
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It was indeed true that there really was no question of export control
being restrictive. Under wartime conditions official policy had been to
maximise production and quota figures. and the tea growers in Kenya in
fact never fulfilled the maximum planting quotas. However, as was noted
earlier, during the first ITA period from 1933-38, the KIGA delegates had
failed to apply for the full amount of acreage for planting tc which Kenya
was entitled, and this had been a deliberate ploy on the part of the two

large companies tc keep the Kenyan industry insignificant.

In the second Restriction Scheme the first two seasons were lost
to many growers because of the seed restrictions. In addition, the war
prevented many of the allotments being developed. For by the time the war
was over for both large and small estates alike, land values and
development costs had risen two or three times.lw7 In the third pericd, the
ITA did not restrict any of the licence holders, and much of the development
which took place was on licences for the previous period. Only a very

limited form of development took place during —hese years.

Thus even the large companies in Kenya had been prevented altogethe
from developing their properties beyond the 1933 level, and they had to
watch a number of new planters enter the industry while their own acreages
had been frozen. For example African Highlands, the James Finlay Company
in Kenya, had 5,032 acres of tea in 1934 and only 5,492 by 1950.lu8 Certainl
from the point of view of Last Africa as a whole, the experience under the
ITA conditions had not been favourable to the development of their national

tea industries.

Despite the ultimate affect of the ITA scheme on the industry

in East Africa, it is obvious that the Kenya government was able to wring
piecemeal ooncessions from the ITC concerning acreage allocations, and as we
have seen these provided East Africa with larger acreage quotas than had
been originally envisaged. The ITC for its part had constantly accused the
East African territories of trying to 'explecit’ the advantages of the scheme
without contributing to it or cooperating with the major producers. The
chairman of the ITC, Sir Robcrt Graham, in reviewing the scheme, reflected

the attitude of the large producing companies towards East Africa:

146. Wartime conditions made not only finance for development a difficul
conscription in East Africa for military service meant a shortage of
adult male labour to servicce the estates.

147. Information obtained from Head Office Kericho.

148. African Highlands HQ at Kericho.
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"....in passing it may be mentioned that an element which
British representatives have always found embarrassing in their relations
with their Dutch colleagues is the fact that British tea interests outside
India and Ceylon have always betrayed a desire to take advantage of the
scheme, and in this some of them have been supported by their local
governments .....the difficulties experienced in respect of the East African
territories and Malaya were all the more disappointing because British
interests in tea predominatcd. A more sympathetic attitude to the scheme
would have been expected".l!

Having detailed the conflicts between loczl and foreign carpital
in the attempts of the latter to contrecl production, it is important to
evaluate how the ITA was to affect the long term global interests of the
large corporations. The ITC efforts to control production in the new tea
producing areas would appear to have been successful, overall. India,
Ceylon and Indonesia remained with a virtual monopoly of the black tea
trade, and there was never Aany prospect of it being challenged, given

immaturity of African tea.

Table 26. World Black Tea Exports 1927-32, (million lbs).

India, Ceylon and Indonesia 759.6
Rest of the World 29.5
Kenya 0.7

(Source: V.D. Wickizer, Tea, 'Coffee and Cocoa' , Stanford 1951).
Within East Africa it is true that the subsidiaries of the dominant tea
producers, Brooke Bond and James Finlay, suffered adversely frcm the
control on planting. Howcver, from the point of view of the overall
strategy of the parent companics it had been advantageous, as it prevented
the expansion of new areas until prices of tea had risen to their previous

levels, which they did soon after the war.

The immediate disadvantage that the Brooke Bend subsidiary in
Kenya was to suffer during the restriction was soon compensated for by the
expansion and consolidation of the Kenya company after the Second World War.
The concentration of tea preductiorn in the large estates, notably Brooke
Bonds', gained momentum in the 1950's and their acreage was expanded by
means of take-overs of small oxisting tea estates. Tor instance, Jamji
Estate, which was owned by Lord Egerton, sold out tc Brooke Bond in 1946.
During the 1950's they built six new factcries and there was a large extension
in planting and investment in new techniques. In 1950 the total acreage

under tea in Kenya was 18,883 and in 1955 25,072 acres, and of this Brooke Bond

149, Macwilliam, op.cit, p. 26.

150. Land Registry, op.cit.
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accounted for 75-80%. With better methods of production from the late
1950's (the use of herbicides , trough withering and Crushing, Tearing and
Cutting (CTC) manufacture) and other new techniques, the productivity of
these tea areas rose. For instance, African Highlands Produce Company in
1945 were getting 859 1lbs of made tea per acre and by 1965 this had risen
to 1289 1lbts per acre and Brooke Bond's production rates were similar.lSl
Despite the stagnating effects of restriction, the natural economic advant-
ages of production in East Africa did inevitably lead to the expansion of
the industry in Kenya, a process which itself was daninated by the large

producers.

The expansion of the dominant tea company in Kenya, Brooke Bond
has only been curbed by the rise of African nationalism, and at the
present time there is a complete embargo placed by the Treasury on the
expansion of the company in terms of land expansion or company takeover.
In 1964 estate tea producticn accounted for 60% of total production, and
smallholder tea the other 40%. By 1974, theposition had reversed exactly
with smallholder production accounting for 60% of production,ls2 and with
the present expansion plans of the KTDA (Kenya Tea Devclopment Authority)
for ancther 20 factories153 in the next 7 years one could predict the phasing
out of estate production. It remains to be seen whether the powers of the
state will be used by the nationalists to challenge not only the expansion
of the dominant tea company, Brooke Bond, but also the control which this

company has exerted over the internal marketing of tea in Kenya since 1938.

151. African Highlands HQ, Kericho.
152. Tea Board of Kenya Reports (1374).

153. Interview with KTDA in 1974.
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Table 27: Kenya Teca Imports and Exports

Exports £ Exports Cwts Imports & Imports Cwts Tea Duty
1926 61,127 6301 (1-)
1927 85 9 69,659 7273 .u5
1928 736 91 91,087 39969 .45
1929 871 83 73,508 8094 )
1930 8277 1433 34,798 3788 .40
1931 16925 3184 11,621 1341 .50
1932 29829 6369 1,832 204 .50
1933 78022 17731 1,539 172 .50
1934 113489 22362 1,639 170 .50
1935 218941 L5446 2,097 231 .50
1936 339777 67835 2,382 243 .50
1937 474599 83197 2,738 291 .50
1938 508060 85440 3,186 338 .50
louy 512€28 82480 2,177 289 .50
1345 532447 85052 1,697 248 .50
1946 534240 79920 37 1 1.0
(Source: Colonial Trade accounts 1926-1946)
Table 28: Internal consumption in Tea Producing Countries
(million 1bs)
Country m.lbs Year % Year  © Year % Year % Year %
1930 9.5 1933 % 1936 1339 1942
India 37.4% 9.5 55.3 14 82.5 21 97.6 21.5 125 22
Ceylon n.a. 4.7 2 8.2 4 1C. 4 L 10.2 L
Kenya &
Uganda n.a .8 27 .8 .8 7 L.6 28
Tanganyika .3 E .4 E 80 .5 38
Japan 65.4 7.0 67.7 70 69.9 66 75.0 59 n.a.
E. Consumption exceeds production.

(Source:

I.T.C.

Pamphlet, 1946).
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Table 29: Tea Acrcage 192u4-1954

Kenya Uganda Tanganyika Total
1924 382 118
1925 1,689 159
1926 3,156 138
1927 4,809 194
1928 5,593 297
1929 8,331 342
1930 10,052 360
1931 11,258 639
1932 12,034 721
1933 12,471 1,267
1934 12,662 1,691 2,739 17,092
1935 12,812 1,930 3,343 18,085
1936 13,176 2,629 4,403 20,208
1937 13,662 2,886 5,225 21,773
1938 13,681 2,966 5,265 21,912
1939 13,993 3,199 5,276 22,468
1940 14,413 3,524 5,681 22,618
1941 14,208 4,071 5,991 24,270
1942 15,313 4,423 6,302 26,038
1943 15,656 4,458 6,451 26,565
1944 15,712 4,528 6,819 27,059
1945 16,037 4,615 5,814 26,466
1946 16,239 4,525 6,808 21,572
1947 16,548 5,121 7,748 29,417
1948 17,100 5,656 8,313 31,069
1949 17,765 6,150 8,650 32,565
1950 18,883 6,630 9,022 34,535
1951 19,873 7,321 10,000 37,194
1952 21,021 7,798 10,493 39,312
1953 21,753 8,397 10,517 40,667
1954 23,406 9,323 10,860 43,589

‘Sources: From 1938 onwards the figures are from the Agricultural
Department and were supplied by the Tea Controller until 1950,
and after that date by the Tea Board of Kenya.)
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1lbs:

1924
1925
1926
1627
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939
1940
19,41
1942
1943
1904
1945
19,6
1947
19/.8
1949
1950
1951
1952
1953
1954

( Sources: 1924~32 from the Agricultural Census,
of the Tea Controller,
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Tes Production, 192L ~ 195\

Kenye

130G
3,200
8,700
33,400
152,800
577,800
930,200
1,500,200
2,421,100
3,019,400
Ly 021y, 700
6,301,400
8,611,100
10, 808,000
10, 8,0, 500
10,860,000
11,912,000
14,228,000
16,250,000
13,091,000
13,789,000
13,023,000
12,277,000
13, 36, 900
10,026,000
11,472,000
14,938,400
15, 526,000
11,788,700
12,927,600
17,389, 600

Jrranda

73,000
68,900
123,700
218,200
262,10C
416,100
490,400
671,000
1,020,000
1,255,600
1,928,600
1,746,800
2,400,300
2,8,7,000
2,648,800
2,737,000
3,831,000
3,360,000
3,677,400
14,296,400
3,835,400
k.4 '793, 900
6,625,100

Tang

45,000
45,000
15,000
94,300
155, 500
381,800
522,000
592,500
835,100
1,016,100
1,416,900
1,288,500
1,1.9,000
1,277,700
1,480,900
1,370,300
1,491,400
1,453,100
1,748,700
2,383,400
2,162,600
2,821,200
3,583,700

s/

Total

2,539,100

34,133,300

L44193,400

6,613,900

9,028,700
11,205,900
11,852,900
12,113,500
13,767,100
16,699,700
19,595, 500
16,126,300
17,338,300
17,21.77,700
16,406,700
17,492,400
15,348,400
16,285,100
20,361,500
22,005,800
21,086,700
20, 542,700
27,238,100

1933=49 Are from the records
After 1950, Xenya Tea Board).
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Summary and Conclusion:

This study has sought to expand upon some aspects of capitalist
development in Kenva colonv before the Sccond YWorld War. The role of the
metropolitan state in the developmeat of the Wast African territories before tt
+sar was limited to the provision of infrastructure for settilement. Metro-
politan and local settler interests in the inter-war period iere clearly
divergent, vith the former being concerned to utilise the colonial territory
as a source of raw materisls for its industries and also to prevent the
emergence of any manufacturing in the colonies which would compete in mectro-
politan and colonial markets with British goods. The settler class, on the
other hand backed by the local admiristration were intent upon the develop-
ment of capitalist agriculture and sccondary industries where a market
existed.s Therefore deveior nv in Kenya was assisted by some central
government 'grants in oid*® although it is trve to say that most infrastru-
ctural developmcnt ras financed largely by the local administialtion through
taxes which fell mainly on the ron-Turopesn classes. This dichotomvy between
the different policies of ithe loc21 and the centrnl state have been stressed £
the outset.

Part 11 has cutlined tie nature of company formatlcn in the colony
before 1945 in order o show the arcas of domestic accumulation in Kenya.
The first pericd of company formation, from 1907 Lo 1922 has illustrated
the limited scope of the ficst lozal iuvestmenis, which tended to be restricte
to the arcas . of lard »d proprety. Companies formed after 1922 up to 1945
show characteristics of expanding capitalist dcvelopmeat, with an increase
in the numbers of firms as well as scope of investment. JFrom the examination
of companies formed :in this pericd, the emergence of an Asian merchant class
is evident, while any small scale manufacturing and engincering was wndertaker
by foreign firms. The local “uropesn firms, on the other hand wsre in some
cases involved in primary prcccssing but the basis for accumilntion of this
group was the land and agricuvlbure, This anilysis concludes by posing the-
the cuestion of why Iurcpecan capital was too :rcak to survive competition from

both Asian and foreign capital i the post-war period,

The next section Iouprises an analysis of Kenya Colcony's tariff
structures snd trading patierns before 1945. From 1922 the tariff structure
in the colony rcilected the aesire cf the settier class to protect local
primary processing and agriculturil indusiries. Manufactured goods were

also subject to cuite a i’ za ievel ol duty 2 order to raise revenue for the
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local state. The discussion of trading patterns in the colony chows the

level of import and export trade bet.sen Tast Africa and the outside world.

The significance of the trading patterns of the colony in the 1920's and
1y30ts lies in the fact that Dritain =15 being adversely affected by competi~
tion from new trading partners, wnd prrticulirly Jipan. Sritish manufac—
tured goods in particular were suffering competition from Japanese ecuivilents.
The logical conclusion to this state of affairs ras for British trading firms
to move directly into the production of 2 threatened commodity bv going

behind the tariff wall. This 'import substitutiont' mechanism 7as not to be
fully realised until after 1945, althousgh seversal examples of 1its operation

before that time have been discusscc, notablv in the cases of tea »nd cement.

The advent of internationnl capital in Kenya Colony has been
considered in P:rt IV, Here the major foreign investments made in Kenva
before 1945 ure broken down into three activity groupingss Food, Deverage
and Tstates, Trading;and Minufacturing and minerals. The reas and type
of foreism investment have been ho'm in this way and the mhin concentration
of foreign firm: before the Second “forld Yar was in primary processing and
trading. Three crse studies have been developed from cach of the activity
sroups. It has been possible through this longer cuse study to expound on the
competitive nature of capit.list development, and how this rclates to pro~
duction in Kenva. The impetus bchind the expansion of certain firms into the
colony before the Sccond World 'ar ag the nzed to control the conditions of
production in that commodity; in this casc tea, coffee, cotton seed and soda
1sh,  The aim here is to show the 2y in vwhich monopolies are established
locally ac part of an overnll drive .t the z2lobal level. The cise of the
Brooke Bond compiny is the most extensive exposition of the three, of the
methods used by international capit 1 to control the production of a commo-

dity with reference to that commany's global needs,

This paper, therefore hai: endenvoured to examine the often antago~
nistic relationship between loecnl and foreipgn capital =nd the role of the
coloninl ntate in chpitalist development. These examinations of local
accumulition und foreign investment have been examined largelv from the
perspective of companv formation wuwd the conclusion which emerges is that
the scope of investment in manufacturing concerns before 1945 vas fairly
limiteds This in itself as i reflection of the limited markets in Tast
Africa at the time, and aJso the decire of British industriil capitzl at
that time to discourage any manufacturing for export which would potentially

threaten its ovm markets. '"These factors resulted in the accumulation of
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merchant but not industrial capital ia the colony before the Second War,

although the pressure of competition on British firms before was making
itself felte T

The Trading firms that entered the colony were to compete in
limited although potentially expanding markets, and the response of individual
firms was to move from trading in commodities in to direct production.

Changes in worldwide economic conditions after the Second World War occasioned
the transformation of metropolitan merchant capital into industrial capital.
This was to cause Britain to totally change her policy regarding the colonial
territories due to the altered needs of British industrial capital, which

was to expand markets in the sterling area as cuickly as possible. Thus

after 1945 there emerged a 'development policy' towards the colonies rhich

was designed not only to increase agricultural production but also to develop
secondary industries. ™" This was clearly a radical departure from the
inter-war period dealt with in this paper when the needs of British industrial
capital were best served by extraction of raw materials but the curbing of

any potential export industries.

154, This was in order to reduce dollar deficits incurred by
Britain during the ware.



