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THE ROLE OF THE STATE IN KENVA'S
POST-VTAR INDUSTRIALISATICH

Nicola Swainson

ABSTRACT

This paper is concernec¢ to evaluate the nature of incdustrial growth
in Kenya in the context of worldwwide concentration of capital after the
Second Jorld War. There is a focus on the roles of the metropolitan state in
the promotion of colonial 'development?!s This change of emphasis in raising
procductivity in the incdustrial is well ss agricultural spheres in British
colonial territories after the war was, in part, & consecuence of Britain's
radically altered world postion. The result of this chunge in metropolitan
policy was the provision of large grants for th2 colonial territories on a
scale unprececdentesd before 1939, which were to e utilised in providing infra-
structure and facilities to encourage the flow of private capital. In this
process, the role of finance capitel is enhance? to provide favourable conditions
for the ultimate intervention of foreign industrial cupitsl. The case studies
examine in detail the activist. role of the postewar cclonicl stite in supporting
the participation of industrial capital in colonial enterprises.

Due to the length of this paper I have ‘=2¢ided to discuss one case
study only in order to have a focul .point for the seminar. This will involve
an an:lysis of the role of the state in building up Kenyz's pineapple industry,
see.pps 66~76 of the above paper.



THE ROLE OF THE STATE IN KENYA'S POST WAR INDUSTRIALISATICN:

The aim in this part is *to examine the underlying basis for the
change %n official British policy towards the colonies, which was tc instigate
the development of a2n industrial sector in Kenya after 1S45. The changing
needs of British industrial capital after the war are also examined from a
historical perspective. There follows an examination of regulations and
incentives affecting industrialisation in Kenya Colony and also the role of
state finance cspital in supporting the interventions of industrial capital.
The CDC and East African Industries are taken as an example of the latter.
After an assessment of the extent and types of local manufacturing concerns
developed by both local and foreign capital, two case studies, one on cement
and the cther on the pineapje “ industry, illustrate the initial relaticnship
between the state and private capital. Then they. develop through the 1960°s
to show consolidation of these industries under the contrcl of two monopoly

producers .of those commodities on a werld wide scale.

Before analysing the emphasis of British colonial policy towards
the colcnial territories in the post-war era, it is necessary from the outset
to qualify what we understand by the 'state' in 2 period of monopoly capitalism
after the Second World War. There will be a tendency throughout to oversimplify
the relationship between the 'state' and ‘capitzl®, althcugh it must be
stressed that the interests of the two are by nc means to be taken as synorymous.
It is indicated that after the war Eritish industrial capitals needed to expand
production areas into the colonies in order to enhance their competitive positicn
by producing behind tariff walls.: At a certain lsvel the British colonizl state,
concerned from a 'bureaucratic' pecint of view with substantial dellar deficits,
supported this move of industrial capital into colonial production, as the
British state wished to enhance the flow of raw materials to the metropolis from
the sterling areas and to develop industries in the colonies that would decrease

dependence on products from the dollar areas.

However some reservetions are required when dealing with the cencept
of the 'state' in colonial development, and its relationship with capitals, I
have found that the redefiniticn of the Marxist theory of the state in advanced
capitalist societies as put ferward by Poulantzas is useful for this pur’pcsse.'L
The state apparatus or 'bureaucracy' in a general sense constitutes a specific
social category. This burcaucracy is clearly drawn from different social origins,

and they therefore do not represent one class, but derive their unity rather from

1. ¥, Poulantzas, “The Problem cf the Capitalist State™, in the New Left
Review, (December, 1969), pgs. 73-77. This arguement is further developed by him
in N. Poulantzas, "Classes in Contemporary Capitnlism', (New Left Books, 1974.)



the fact that they have as their objective function the actualisation of the
role of the state. This means that :the bureaucracy as a unified social
category in this context acts as a servant of the ruling class. The totality
of this role itself co-incides with the interests of the ruling class.2 Thas
must be taken as a starting point in any comprehension of the 'role of the
state' ighgevelopment of the colonial territories. However, the substantial
modifications in the state apparatus in Britain after the war were in them-
selves due to changes in the relations of producticn and the development of

the class struggle within the metropolis.

A. BRITISH COLONIAL POLICY

The structure of the dependent British Empire rested on & series of
negotiated constitutional arrangements which each colenizal territory had made
with the mother country. The powers of the Secretary of State for the Ccolonies
were limited by the particular circumstances in which each territory had Deen
acquired. It is important to note that particularly before the Second World
War, each territorial administraticn manned by the Colonial Servive retained
a high degree of initiative. One example of this state of affairs in Kenya
Colony was the persistant refusal of the settler class tc sanction through the
legislative committee (LEGCO) the metropclitan administration'’s proposals for
the intrcduction of an Income Tax law that wculd -pply largely to the European
community. (This group rejected two attempts to get this measure through LEGCO,
in 1922 and 1930 and it was finally passed in 1936).°

The Cclonial regulations, therefore, had never prescribed a uniform
pattern of administrative relationspips which would have given the cclonial
Office direct contrel over development projects. It is significant that in the
pre-war period the directives from the Colonial (Office concerning the restriction
of industries which might ccmpete with British manufactured goods at hcme and

in cclonial markets were more strengly opposed than in many of the other colonial

. . 4
terrirories.
2. * Ibid, NLR article, Pg. 73.
3. For further details see, N. Swainscn, 'Company Formation in Kenya with

Particular Reference to the Role of Foreign Capitzl™, in R. Kaplinsky (Ed), "Readings
on the Multinational Corporation in Kenya", OUF (forthcoming). also IDS/WP form, P.10

During the 1930°'s the Tanganyikan sisal twine industry which UK had been
exporting to metropolitan markets, was put under pressure by the Sisal Twine Manu-
facturers Federation operating through the Colonizl Offica. A prohibitive tariff
was imposed at the British end, and the Tanganyikan company was forced in addition
sto raise its prices, and as the firm based its success largely on its exports to
British markets, the plant collapsed by 1938. It is significant. however that the
sisal twine industry in Kenya which was controlled largely by settlers Survived due.
to their political strength in.the Kenyan state. Althcugh it was not aimed at

) o il ...cont./p3
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Thq emphasis of British colonial policy towards the colonies in the
inter-war period was on the extraction of raw materials to supply British
industries. In accordance with the needs of British industrial capital, a .-~
large number. of Conservative M.P.*s hadsupported the establishment of the
Empire industries Association in 1924, which was organised to campaign for a
policy of Imperial Preference and called for loans and grants from the Treasury
to extend the system of railways in East and Central Africa.5 Thus, in Kenya
before the Second World War, the small amount of assistance given to the colony
went into infrastructural development, to facilitate the extraction of raw
materials from that area. It has been shown elsewhere that the metropolitan state
before the war, in response to established British industrial interests would
ensure that any colonial industries that developed an export market to Britain
would be eliminated. ‘Therefore, 'Empire Development' as propounded by Milner and
Amery at the Colohial Office in the 1920's consisted of the encouragement of raw
materials production which would service British industry. Their chief instrument
was the Empire Mérketing Board, founded in 1926 to advertise the marketing of
Empire produce. | This Board continued in business until after the Ottowa Conference
of 1932 which esttablished a system of Imperi&l Preference for colonial raw materials

to Britain. The publications of this organisation continued to stress the
importance of trjading relationships, '...everything in these distant colonies turns

on the habits and mneeds of the great industrial countries first and foremost, our
6

own'.

A
A

There had always beén a dichotomy between the official British policy
towards Kenya Colony and that mctually implemented by a local administration under
pressure from settler 'clients: 7 Lord Lugard's philosophy of 'indirect rule'
which laid stress on the doctrine qf 'Native Paramountey', and stressed the
'organic growth of natike_peoplé§' ' dominated official British policy towards
the colonies in the 1920';;8 This bhilosophy, of course was contrary to that
implemented by the local admipistraticn in Kenya Colony, which implemented a policy
of coercion against the African popujlation, in order to curtail indigenous
capitalism and to provide a scuxce of labour power for the settler estates. Thus,
during the inter-war period the relationship between the local administration
in Kenya Colony and the British colonigl administration had been generally con-

flictual. \

«+svo/cont. from p.2

exporting but rather to provide for 'the local market, it could have developed a
petential later on. On the other hand the textile industry was stif.‘led in Kenya
until after the war due to the fact that:the proposed investors represented Asian...
capital, and so the UK textile manufacturers were able to again force the colonial
office to suppress the establishment of any textile plants in Kenya colony which
would -compete with their own products in that market, and potentially in the British
market as well.

5. J.M.Lee,"Colonial Developme?t and Goed Gevt.'", (Clarendon Press, Oxford,

1967), p.ul. M
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-~ The first Colonial Development Act of 1929 was designed by the

metrovolis to provide funds which would service the interest on loans raised
by the colonial governments giving contracts to British firms. However, the
onset of cconomic depression in the Western World in the late 1920's, prevented
most colonial government, including Kenya, from raising sufficient loans.” Indeed,
it was the conditions of economic depression which laid the basis for a change
in British policy towards the Empire. The curtailment of capital projects and the
policy of retrenchment in the 1930's marked the beginning of planned directives
from the metropolis.”  More important, however, from the point of view of British
industrial firms, was the fact that by the cutbreak of the war in 1939, Britaing = i
markets in the Colonies for manufactured goods were suffering severe competition
from Japanese goods in particular. Colonial officers were complaining that British
firms did not seem to be competitive in producing 'appropriate’ manufactured goods
fer the Colonial markets. Thus the stage was set even before the Second World War
for a substantial change in the practice of centrzl colonial policy towards
development, as well as in the strategy of industrial firms wishing to retain

markets.

The actual administrative practice of a central policy for colonial
development was gained by the experience of the Second World War. The prime
.object of Colonial Office measures towards the colonies curing the war was to
preserve the gcld and foreign exchange reserves of the UK. Colonial governmernits
were instructed to restrict the import of consumer goods and to instigate a system
of import licences. By 1941, t#erefore most of the colonies had been brought into
some system of price control for their principal products and many of them were
asked to join bulk purchasing arrangements in order to maintain essential supplies
fer Britain during the war. The Secretary of State for the Colonies had sent a
circular on economic policy which stressed the need to increase the flow of
colonial psupplies for war purposes and to reduce to a minimum all colonial demands
on the general resources of labour and materials.ll

By the end of the Secend World War, the, formulation of a new colonial’
development policy bepame 1mperat1ve, given the changed position of Britain ifi

/
the world economy. The measures of state soc1allsrnbe1ng 1mplemented in post-war

fn: 6,7 and 8...../from p.3. .

6. Dcuglas Woodruff, The Story of the British Colonial Empire (¥939) p.25.
7. For a full examination of the relationship between the settlers and the
local administration refer to MacGregor Ross, Kcnya from Within, ReVlSed ‘edition,
(Frank Cass, 1968). 2

8. - Margery Perham, 'Lugard' quoted in J.M. Lee, Op. Clt., pPE. udj
9. Swainson, op. c¢it., p.u.
10. . For Further details of the retrenchment undertzsken by the cplonies in the

1930" 'see E.A.Brett, Colopialism and Underdevelcpment in East Africa,)the Politics of
Toromic-€hange-, 1919 -1939, (tiairobi, Heinemana, 1973), p. 143
11. J.M. Lees.-op. cit., p. 47. o

/
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Britain, the Labour Party considered te be unsuitable for operation in the
Colonies. Creesch Jones,the Secretary of State for the Colonies,felt that

the 'poverty of rature and backwzrdness of people' were unsuitable for
'Burcpean' socialism. Rather,the post war ‘new dezl' for the colonies simply
asserted a new version of native paramouncy, wherc money and specialist
personnel were to be provided for every colony.to promote 'develcpment and
social welfare'. Officials at the Colonial Office felt that socialist
objections in Britain to the evils of mcnopely cepitalism in the colonial
territories had been partly answered by the mechinery set up for marketing
colonial products during the war. Creech Jones had to resist strongly the
" pressure exterted by the Labour 'left wing® to nationalise certain large trading

firms cperating in the colcnies, such as the United Africa Corporation.l

Lfter ‘the war, the increesed production ¢f raw materials and
industrial output- also, was regarded as = priority in British colonizl, policy.
The immediate need of British government policy from the pcint of view of
'national interest' was to reduce the large deficits that existed. to the tune
of £311m in 1848. The government was aware that cne method of reducing these
deficits and in general increasing the competitiveness of British industrial
firms was tc channel government:rescurces into the areas of primary production
in the colonial territories as well as enccuraging manufactured. commodities
in those areas. As the Commission con Colonisl - Primary Products was to stress
after its formation in 1947, an increase in colonial production was to be seen
not merely as a measure tc meet the immediaste emergency, but as a long term
contribution to the 'suitebility of the sterling area and to European recon-
structior nlans'. Furthermcre, '.. It will remain necessary to develop supplies
outside the Western hemishphere ané reduce European dependence onf foodstuffs
and. raw materials from the dollar area, if the pattern of foworld trade is to
be restored to equilibrium'.13 The iéea Qas,.there%pre tc increase the exports
of primary products frem British colonies to. the USA and dollar areas, and also
t o lessen imports of manufacture goods from those areza by enccuraging British
firms to. expand production of industrial gocds in. the colonies themselves. In
the words cf Lord Tregarne, the chairmen of the CDC. '.. 'The reason why we look
to the Colonies is that their products- food and raw materials- are more

—acceptable to the United States and some other areas thén manufactured goods.

The tetal value of imports cf manufactured goods into the USA ir 1947 from =211

12. Ibid., p. 75.

13. These details are to be found in the first Annual Report of the CDC
in 1948.



sources amounted to some £250 m. The total imports of good and raw material
were upwards of £1,150, or more than four times their imports of manufactured
goods from all countries. ‘..I mention these figures only to show -the relative
possibilities as between American imports cf manufactures and of food and

raw materials and to shaw that sterling and the balance of world trade are
likely to gain more from Cclonial products than from manufactured exports to
:Xrﬁericz-ﬁll4 Thus colonial products being exported to aress was the first
priority and the next was to ensure that the colenies prcduced manufactured’
goods themselves or imported them from Britain rather than bought ocutside the
the sterling area. British industrial capitel was obvicusly not concerned with
'national interest' as such, in terms of doller d«=ficits. However, the needs
of British industrial firms were tc move into cclonial areas end set up production
units under protected conditions in crder to incraase their hold cver internal

colcnial markets for manufactured goods.

The overall effect of these =z21ltered economic conditions at the
metropolis gave rise to the emergence of a definite 'development policy' towards
the ceclonizl territories. The chief instrument for implementing this policy
was the Colonial Development and Welfare Act of 134G, which superceded the old
Colonial Development Act of 1922 which had provided z small number of grants
tc Colonial territories, (by 1936 it had only provided £3m of such grants).15
The £D & W Act made £120m available to the colonial governments for a period of
10 j'rears9 and the furthsr supplementary Acts of 1943 and 1950 which increased
the total amount tc £140m also extended the size of the central reserve and
thé amount that cculd be paid in any one year. About 40% of the funds from
this act went towards education, health services,. hcusing and water supplies.ﬁc
The structural changes in the Coleonial. Office implemented after 1945, however,
did not mean any corresponding changes in the finsncial relationships between
Britain and its colonies. The programme of public expenditure, which the CD & W
Act of 1940 inaugurated was implemented through the existing administrative
structures. Each colonial administration remained responsible for balancing its
own budget, and the path of development was obliged to fcllow the traditional
lines of communication. Assuming that capitalist development in the colonies was
progressive in the Lugard sense of the 'civilising missicn' of colonial powers,

the official emphasis after the war was not only on rapital for development but

1y, From a press reprint of a speech given to ah audience of Liverpool
businessmen ccncerned with colonial commerce cn 22.B.48, by Lord Trefgarne,
the Chairman of +the CDC.

15. Lord Hailey, An African Survey, (Revised edition, Oxford University Press,
1956), p.1323.
16, J.M. Lee, op.cit., p.85. <



also on knowledge and skills. Therefore, one of the main reascns for
emphasising the value of public corporations to sponsor development in the
Cclonies was that such bodies could train their personnel; this followed

the Overseas Resources Develcopment Act of 1948.

This doctrine of the Public corporaticn was sold to the Colonies
by the Colonial Office, and each territorial government after the war was
at liberty to establish its own public corporaticns and the whole bias of
administrative structure was strongly in favour of territorial bodies.
Indeed the whole discussion on .public enterprise in British government
circles reflected the issue of nationalisation cver which the two majer
political parties in the country-the Conservatives and the Labour Party, dis-
agreed mgst-strongly. As was illustrated earlier cn, the 'left wing' of the
labour Party demanded the takeover by govermment of large trading and mining
corporatipns, a move which was resisted by the Labour government. The govern-
ment reacﬁed a compraomise sclution on this issue, whereby the newlf established
public corporations such as the Colonial Development Corporation (CDC) and the
Overseas Food Corporaticn (OFC) should not interfere with the management of the
trading companies but should buy a controlling interest in their share capital
to make their affairs 'more acccuntable’ to the public. The CDC, however, in
the role of international finance canital, backed by the s¥ate, was to be used

/
to encourage the move of priyate capital into important areas of the colonial

eccnomies that would not ipitially be able to attractfﬁrivate capital. The /’/
Overseas Rescurces Development Act of 1348 was, thcrefore,intended to be the
commercial counterpart tc .the C.D. % ¥ Acts by providing for the creatieon
ggicaiiy Eesigne%i%o?%agerovérn%ﬂe’ﬁéﬁéﬁém§ﬁf o?etggc'ihfa%g%sQnggungﬁggcscheme
fromthe United Africa Corporatjon. The OFC had an initial capital of £50,000,000 and
+he balance from the groundnut scheme was to be used for encouraging private
capital into other food grcwing projects in the colenial territories.l8 The OFC
collapsed along w%th the groundnut scheme in the early 1950's, and the corporation

/
was formally. dissolved in 1954.

~Thus, this "new deal' for the colonies wazs fundamentally concerned with
providing the territories with extended infrastructure and services, with the
-~ "hope that this would stimulate private capital investment in agriculture and

_._.industry-.. In general, economic services now provided within the development

17. Ibid, p.ll4.
18. A. Wood, The Groundnut Affair (Bodley Head Ltd Londom, 1950), p.85.
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plans were confined to measures: involving such objectives as comservation
of basic physical resources, provision of -public utilities and research.
However, the state was prepareé to provide direct investment in colonial
enterprises through government finance institutions such .as the CDC and OFC,
where the initial capital expenditure was too heavy to attract commercial
investors. Nevertheless, thé ultimafe aim of such state finance capital

was to attract private capital and hand over the management of such enter-
prises to-them. 1

B) THE KENYAN ADMINISTRATION AND THﬁ EMERGENCE OF A DEVELOPMENT POLICY
IN POST-WAR KENYA.-. |

/

?

The post-war years in Kenya colony were to see a rapid expansion

of industrial development supported in varying degrees by the local
administration. In 1939, as we have seen elsewhere, the scope of industry
was limited to the processing of agricultural products, but by 1954% for
the first time in the Colony's history, the geographical net income ..
attributable to manufacturing industry was greatzsr than that attributable
to European agriculture._lg There was a large absolute increase in the
capital formation attributable to ‘Other Private Sectors' from £64.7m

to £123.8m between 1946-1952 and. 1953-1958 respectively. The amount
attributable to European agriculture did not decline in absclute terms,
but rather in proportional terms from 16.4% of total capital formation

20
in the 1346-52 period to 9.8% in the 1953-58 period.

Before the Second World War, in thes East African colonies
British manufactured goods were experiencing cuite severe competition’
from the equivalent goods of countries such &s Japan and the United
States. Britain had by 1938 lost its dominance over the East African
market in terms of volume of imports in several manufactured goods, such

as cement, cotton piece goods and aluminium. The response of individual

A

19. -~ 'East African Royal Commission Report 1953-1955, (Government
Printer, Nairobi 1955), p. 83.

{
20. H/W. Ord, The Kenya Economy as a whole, 1929-13852: National Income,
Investment-and the Balaance of Payments, (Mimeo Edinburgh, 1976), n. 10.
This contains an analysis of capital formation in Kenya from 1323-1958.
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industrial firms which exported-to the coloniass before the war was to go
behind the tariff wall and produce within Kenva. The competitive conditions
facing British capitals in Kenya colony havé been outlined elsewhere.
Merchant capital on a global scale was, by the =nd of the Second World War
in many parts of the world comocelled to transform itself into industrial
capital by investing directly in production or be absorbed by industrial
capital. This trend in the movement of capitals was becoming apparent in
post-war Kenya, and the establishment of production units inside the colony
after 1945 by British industrial capital was in several cases facilitated
by the interventions of international finance capital. It is the changing
role of British industrial capital and the increased level of intervention
by international finance capital to support prcductive investments in
colonial territories that we shall be concerned wxth in this part. As

we have said, the role of the metropolitan state in backing up the movement
of industrial capital into .the territories is quite distinct from the
pre-war pattern. Although industrial capital and 'the state' are not
synongmous, they are intertwined at certain levels, and it is these links

that we shall be concerned to examine.

- -This mechanism of capitalist expansion into industrial forms
of enterprise in the colonies, was operating in an immediately favourable
environment in post-war Kenya. Kenya's agriculrture had not only been
considerably developed since 1818, but the war itself had given a great
boost to primary producticn in the territory. Iuring the war years it
transpired that- the territories' main natural -roducts were of increasing
importance to the war effort and the production of thz following agricultural
products: wass “expanded: sisa¥, pyrethrum, coffee. tea, maize,wheat ana
other foodstuffs. Also the Wartime interference with the shipping routes to
East Africa forced Kenya tojimplement a certin amount of "import substitution'
albeit rather primitive. t@ replace zocds formally imported, such as cils,
acids, bricks, tiles wooden articles chemicals atc. Therefore, by 1945, the
three territories were in/a distinctly flourishing pogiticn having
conserved foreign exchange on imports and with a significant surplus from

agriculture having been realised.

/

The arrangements for administering this new metropolitan aid to
the colonies restedfbn initiatives from the territory concerned, but after
the wartime experiénpe of a centrally directed :conomy, a strong precedent
had been set with/tﬁe local administration. By 1945, the administration '

was less under thg’influence of the settler class than before the Second War,
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and during 1950's as we have said, the proportion of capital formation
derived from European agriculture had fallen considerably. The Mau Mau
insurrection spelt the death blow also to settler political power, so

that during the mid 1850's the metropolis was able tc implement its
policies untrammelled by local oppositiecn. The local administration,
however, remained responsible for administerinz the greatly increased
level of metropolitan direct aid, which had risen from £0.1lm in 1938

to £1.6m in 1950, the figure rising further to £10.8m in 1955 (which would

be accounted for by the Emergency in KXemya at the time.

As early as 1949, the Ministry of Commerce in Kenya Colony issued
a press release emphasising the 'new directien’ of economic policy in
the colony,’... Kenya is on the eve, as indeed is all of Africa, of large
scale industrial development .. this era began during the war when abnormal
conditions closed the usual sources cof supply of many articlzss and
compelled East Africa to look more closely at its own industrial potential’,
and they further anticipated a rapid expansicn in industrial development
in East Africa,'... there is of course nc lack of capital. In 1348 alone
£23m was invested in new private and public companies and 9/10th of this
money went into industry. Over the last three years between 1945 and 19u48

21 . . . .
at least £54,000,000 = was invested in new companies in Kenya..'.

Therefore, after the war, central government policy was in accord
with that of the local administration: to develop agricultural and industrial
producticn in the three East African territories. The move towards
industrialisation in all the colonial territories was actively supported by
international finance capital which emanated both from private and state
sources (such as the commercial banks and the CDC respectively). Thus in
the post-war colonial situation finance capital played more than its usual
role of 'book-keeper  to productive :capitalﬁzs particularly state finance
capital which intervened directly to stimulate production in certain areas

and encourage private capital to invest.

The East African Royal Commission Report (1953-1955) was designed to

21. This refers to circulation capital.
22. East African Standard (EAS), 21.6.49, (in KNA MCI 6/674).
23. The relationship between preductive capital and the working class is

always decisive, in determining the mode of capitalist produrtion but the
framework within which it is organisad is set by circulation capital - notably
finance capital~in its role as book-keeper. For a fuller exposition of this
point see: G. Kay, Development and Under-develooment, a Marxist Analysis,
(Macmillan Press, London, 1875). pp. 90-S3. T
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recommend a 'new development policy' for Kenya Colony. This commission
cutlined two measures by which ‘the government should promote economic
development : one which would remove the existing disadvantages and the
other which would offer special inducements to investors. In the first
group they included improvements to transport facili:ties the provigion
of regylar water supplies and the remeval of restrictive regulations. In
the second, as part of the inducements to investors they included subsidies,
tax concessions and monopoligtic priviledges, which-were to be offered
particularly to overseas enterprises or immigrants as an incentive to
settie in East Africa. They further recommendzd that '...if there should
be a climate of opinion that is not obviously well dsposed to a continual
inflow of external capital and enterprise, the amount of the inducement
would have to be correspondingly increased'.” On the question of enticing
new enterprises from overseas, the Commission was not of the opinion that
East Africa was in .z particularly good position regarding the attractiocn of
international capital to the colonies, -'... apart from the fact that East
Africa does not, at present have great -natural advantages to offer, there
is the consideration that the economic importance to East Africa is greater
than the economic importance of East Africa.to external capital and enterprise,

. - . s 25
due, among other things to the small size of the internal market..'.

(C) INDUCEMENTS AND INCENTIVES TO INVESTMENT :

It was for these reasons that the colenial administration in Kenya
found it necessary to construct & special network of inducements to foreign
capital to set up industrial enterprises in East Africa. The Royal Commission
reflectsd the reticence shown by the cclonial administrations of the three
East African territories in actually constructing s comprehensives protective

~framework ~for- industyy in-the region, '...the¢ creation of monopolies or
semi-menopolies apart from anything else is likely to intensify rather than
mollify any suspicions which may be generated by external enterprise and it
is particularly difficult to justify if it.is done at 2 time when public
policyisendeavouring to break down the restrictions which- retard the

development of indigenous.population§.26

24. .Royal Commission Report (1355), op.cit., p. 77.
25.. Ibid.

26. . Ibid, p. 78.
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i) Trainings

One of the biggest obstacles ~to the encouragement of oroductive
investments in the colonies, in the opinion of Loth the local and central
admini~trations was the low standard of productivity of the labour force irn
East Africa. It therefore became nscessary for much of the aid under
the CD & W acts of 1946, and 1950, to be chann=lled into the training
of a workforce suitable for servicing industrizl enterprises, and

increasing asricultural production,

The position of the metropolitan goverrment on the question of
labour was summarised by Sir G. Ord-Brown in a paper presented in 1345
in his capacity as labour advisor to the Secretary of State for the colonies,
'... the dominant oroblem throughout East Africa is the deplorably low
standard of efficiency of the worker, that is to say the exceptionally
small output characteristic of the entire country, which has always been

. . 27 X
a conspicuous weakness in the East African economy.' A subseguent

statement by the Governor of Uganda in his for ward tc that country's
Develonment Plan was the official solution to this situation which
was likely to hinder investment in the African territories,'.. Given

better feeding

29

and medical services. petter ccnditions of employment

and the stimulus of a full range of goods at attractive prices in the shops,
it is surely not unduly sanguine to look for z marked improvement in the
matter of idleness, indifference .and irresponcibility which are such
disturbing features of the present day African labourer and cultivator'.28
The Vember for .@mmerce and Industry in Kenya Colony put forward his
official point of view on the matter of labour ..'.. my viaw is that

we must direct the basis of the education towsrds the technical and practical
angle', The Royal Commissicn supports this view; '... Here we submit

that the difficulties whcch stand in the way of direct African
participation ipn the field of industry are not primarily financial, but
proceed from a lack of skill and experience... it is cn the removal of

this deficiency that a public policy anxious to promote African participation

. 22 .
in new development should concentrate'.””:

)

i
27. 3ritish Sast Africa, Overseas Economic Surveyq, (Government Printer,
London, *arch, 1348), ». 2.

28. OES, Ibid.

29. Royal Commission, op.cit., Chapter 10. _ ~
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Indeed, ma2tropolitan policy was also very squarely in favour of
channelling large amounts of aid into nrovision-: of education and
sarvices which would primarily assist indigenous populations in the
colonies. -Thwus 43%. of the expenditure included in the Development Plans
for the Colonial territories was~allocated to *social developmant',
which inclades aduca=ticn, housin~ and watar susnlies. (Before ths war,
the settlers who virtually controlled state policy had largely prevented
any l-scal resources being channelled into welfare for the African

he central administration had the motive for social

. P ¥
Aevzlopment and the funds to support their policies. J

ponulation).

ii) Tariffs

e

s important not to overstress the 'Interventlonist' nature

It
of local state nol_cy towards development in the colonv immediately
after the war. In 1346 the Develooment Committee noted, "v'e do not
consider that tariff walls should be erected to bolster up uneconcmic
o» inefficient local industries, and we <o not think it right that the
people of this country should be compelled by the Government's fiscal
policy to purchase local manufactures when better imported articles are

available under a normal import duty nolicy.!™

Indeed, the use of import tariffs as a consistent form of protection
For local industries was not conceived until 195.. 7Then, the attitude
of tanes loczl administration over the issue of nrotective tariffs altered
radically, which was lartely in response to concerted pressure from both
local and foreign manufacturing firms. Therefore, ia 1453, for ths fipst
time a fullv protective tariff was included in the schedule, the

administration tiis giving a coherent sunnort to import-sutstutiag

v

—

industrialisation in the colony. Hewevar, t'.. affact of thes> measures

w23 limited and a thorough attempt at vroviding a framework for protected

. ) , 32
industry was not made until the early 19607's.
. ,
i
. : 4 -
30. J.H, Lee, on.cit., p. 127.

31. Kenya Developmgnt Programme, (foveram:nt Printer, dalrobl, 1948),
32. 2ichard Balin,:The 0limonolistic Structure and Competitive

Characteristics of Direct Foreirn Investment in Kenva's fanufzoturin-
Sector, in R. «anlinsky (ed), Pzaiinzs on the f:ltinational Cornoration
in Fenya, (OUJP Zast Africz, fortacomingl, .
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Having said this however, it is necessary to compare the
post-war tapiff structures with those existing in the 1930s. ~ Although
a comprehensivs system of tariff protection was not applied to industry
until 1958, nevertheless the tariff structure post-war represented quite

a radical departure from that which had existed before the Second War.

The tariff structurs remained the same between 1930, after the
Renort of the Tariff Committee, until the war period. During these
years a whole series of surcharges.were introduced in the basic tariff,
with the object of maintaining revenue at as high a level as possible
and also discouraging the consumption of commodities which could not be
regarded as essential. On most manufactured items an automatic 10%
surcharge was imposed, a higher rate being imposed on some of.those
items produced locally. TFor instance, wood & unmanufactured timber
carried surcharge duty of 100%, 3zlassware, china and porcelain(100%),
Motor Spirit (66%), .Sugar (100%), Tea, (100%), Tobacco (175%), Dairy
Preoducts, (ghee, cheese, butter) 100%, Beer (25%), Soap (100%), and
Wires (100%); all of these items sxcapt motor spirit were produced
locally.33 Therefore the wartime conditions had necessitated a certain
degree of import protection even before it became part of official
policy. Suspended duties were also introduced on a certain manufactured
goods and primary goods produced within East Africa, which could be
imposad at the discretion of each territorial government. Unlike the
situation before 1939, the local administraticns had the option to impose
protective tariffs if they should find them necessary to support a
particular industry. However, notential investors before the 1958 scheme
of protective tariffs came into operation were compelled to rely on dutry
remissions rather than direct protection.au Zven by 1955, it is clear
that the attitude of the administration was shifting towards provision
of positive protection for industrial concerns. A government report
on 'Economic Assistance for Primary and Secondary Industries (1855)'
emphasised the inadeguacy of the existing duty drawback scheme;

s

33. Colonial Blue Sooks 1938-1946, contain the tariffs-on all items.

34, Report of the Planning Committee, Hinistry of Commerce and
Industry, clause 3.
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' ...we considar that apnrooriate assistance to an industry should be
oranted “nto the industry as a whole ... and _hiis should be providad

for by a ~pecial amendment to the customs tariff. It is rzasonabl:

that a local industry to which protection is given should enjoy protection
50 to a maximum of 20% against a comparable finished product and 10%
against the imported equivalent semi->rocessad articlz.. In a country
whepre thz setting up of a new industry is still a venture carrying
considerable risks, it is Joubtful whi:ther a fair return on capital
amnloyment is enough to induce owners of capital to face the risks.'35

-t

. -h

Eglin's opap=r on Oligopoly™  cont nds that the ultimate intro-
duction of & comprehenszive system of protective tariffs corresponds with
the date of establishment of a foreign investmant, and 2 list of
examplas (Tb.5)1lead to a conclusion that tariff protection in those cases
was offered in response to nressure from the foreign investor. Concessions
were offerad to potential investors before 13958, but thay took diff:zrsnt
Fforms, whici T2mds to relate to the degree of presgure exerted by the

company concerned. Tor instance, 2s w: ghall see in the later case

1

stddv on ~cement, tha

)

tish 3tandard Tortland Cement Company had

e

[ap}

T
consistently refused to install a cemant plant yntil soo>roonriate
srotective measures against imported cament ware agreed to by the local

aZiministration.

(D) Goverpmznt Bodiss promoting Industrialisgtion and Industrial Licencing

Various government created bodies :merged from the wartime
-experience to support industrialisation in the colony. Ta» zarliest of

thasz was the Industrial Management Board which was established in 1944

nder the Dafensz Regulations, for th2 —urjoss of supplying the armed

2

o

forc:s with various manufactured items such as locally made crockery,
sulnhuric acid for batteries, nottary, py-:thrun, zxtract for cookineg fat:
atc. Tha scle chareholders during the war had been the government who
ware involved to the extent of £350,200. The Joard pall over its smail
arofit to the Treasury in 12u5, and then sold 2/3rds of its holdings to

the CDC with the Industrial Management Board retaining a 1/3rd holding
N . % B
s . < s

on behalf of its successor, Last African Industrizs Limited. The type

35. Economic Assistance for Prinary and Secondary Industries, (Govar-
ment Printer, Hairobi, 1355). o. 7. e

36. . Eglin, op.cit.

37. “2mo on Iadustrizl Development in Kenya,

. B - . e
cepared for don-Tones
{
\

the Member for Commence and Industry by MCI 16/5/52, (in XiA ‘I 5/674).
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of enterprises that grew up under this umbrellas of state support were
engineering works, woodworkinass, bricks, ceramics, and tiles. The brick
werks were part of the Eagst African Industrisl Management Board,

and that® portion of East African Industries was later sold off to
Refractories Limited, whileths soap mazking business was hived off to

international capital in the form of Unilever Limited, in 1953.

The Industrial Management Board in turn had its activities
taken over by the Industrial Development Council (a forerummner of

the vresent Industrial and Commercial Development Corporation, IZDC)

which was set ‘up under vrdinance 63 of 1954 and was designed to
'facilitate’ the industrial and economic development of the Colony by
initiating assisting or expanding industrial, commercial ‘snd other

38 . e e
= The IDC was not the sol® source of a

undertakings in-the Colony'.
finance organisation.  Furthermore the financial 'assistance .was to
incorporate new projects rather than those already underway:through
private enterprise. These nev enterprises sponsored by the IDC were
to be partnerships with industrial firms with 2. specialised knowledge

of that particular business.

The recommendations of the report of the Development Committee

sumnarised the government's policy towards industrizl development:

1) A system of industrial licencing should be established to
encourage industrial enterprises which appeared unlikely to come

to Kenya without some form of protection;

2) that a government finance corporation should bBe set up with'a
capital of £50,000, which would in -ddition te assisting
industrial development or' commercial lines, time its investment

so as to stimulate purchasing power in times of falling prices;

3) the creatom of a board of industrial research;

k) the creation of a‘statistical department on a permanent basis;
thet East Africen Yower & Lighting should be encouraged to
extend its areas of potential develorment;

6} that the Trade Advisory Committee should be reorganised as an
Economic and Industrial Advisory Board;

)= that a propagands campaign should be undertaken to explain to

the African peoples the need for increased output of work and

33. Ivid.
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that research should be conducted into the problem of finding

an incentive for the African to advance himself;

A technical 214 commercial institute should be established and

(@}
~—

legislation enacted to make it compulsory for employers to

permit employees to attend classes. during working hours;

¥e)
~
N

a. factory inspectorate should be set un:

O
<

that the develovment committee pursue a general policy of seeking
to encourage and assist vprivate enterprise to establish and develop

industries in the colony.

All of these provisions were made statutory during.the 1950's
and they laid the basis for the role of the state in Industry in Kenya
to the present. In addition, aTter the war (1440) the government
appointgd an economic and commercial advisor who in 1948 became
Secretary for Commerce and Industry with executive powers in the  sanme
year he was made a member of the executive council. Im 1243 a3
Board of Cormerce and Industrv was approinted by a Lesco resoluticn with

tnhe following terms of reference;

2) to lizep under constant review commercial and industrial aspects of
customs and excise and tc make recommendations to-SCI' on'any. matters
affecting industrial develovment which might be referred to it;

H)} to advise the SCI on policy concerning the encouragement and develop-
ment of industries and mining in the Colony. This Board was = fully
representative body including members nominated by the unofficial

members associations, the-zsszociation cf. Chambers of Commerce etc.

Industrial Licencing:

.

Trom the outset, licencing for canital goods industries must be

distinguished from licencing for primary products such as tea or coffee.

39. | Ibid.

49. . +-Licencing for various asricultural commodities such-as coffee was
introduced as early as the 1930's to control the advance of indigenous
capitalism in those aress. After the war growers of pineapples, dyrethrum,
tee and othsrs were -reguired to be licenced. :
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The overall direction of state policy towards industrialisation

in the post-war period was embodied in en-Industrial Licencing Ordinance

passed by ‘the legislatures of Uganda, Kenya and Tanganyika in 1948.
This.eame under the dirgction of the East African High Commission and the

ordinarice vested executive powers in an East African Industrisl Council

as early as 1943. This-Council was composed of one official and 2 non-
official imembers from -each of the 3 territories. This body was empowered
to authorise the issue of licences for the manufacture of articles under
‘the: Industrial Licencing'Ordinances which were enacted in ‘each of the

3 territories on identical terms.hl The legislation of the Industrial
Licencing Ordinance provided that 'no person shall engage, in the scheduled
industries without a licence gzranted by the council.. licences will be
refused if the capital, skills,or raw materials available to the applicant
are deemed to be inadequate! Thae official 'rationale' for such a policy
was to avoid what was called 'uneconomic competition' between different
industries in each of the territories. This was interpreted as meaning
that a number of small investments in industries being made immediately
after the war were undermining the prosperity of larger scale 1nvestments.b2
The initialfervour on behalf of the administration in licencing industries
soon changed, and whereas in 1942 there were su4 scheduled industries, by
1943 these had dropped to only six which included some large scale invest-
ments: leather and leather products, boots and shoes, (Bata), soap (BAI),

-

cement, vegetable oils, and sacids.. The systsm tended to support the
concentration of vroduction amongst several large firms, aand the decisions
on which firms were to be accorded licences were taken on an ad hoc basis
in response to requests from individual firms. The whole system ended in
1558 with the rationalisation of the tariff system along protective lines,
and by 1959 the industries scheduled under East African licencing
legislation included: cotton yarn pilecegoods and blankets, woolen tlankets,
fabric soun from soft fibres, steel drums, szlassware, metal window frames,

and enamelholloware. OFf a total of 24 licences 3 were foreggn.

£

4l. Memo MCI on Industrial Development, cp.cit.

L2, Eglin, on.cit., ».-18.-.

L3, These did however include some of the most significant industries

in the Colony at that time.

Reports of the East African Industrial Council.
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“-nu i<+ -This perhaps makes-clear the-rather. erratic.operation of

industriai Jdicencing.in-Kenya in the-1950's, which Eglin.concludes, -served
to vrevent.a highly competitive industrial .structure from emerging.
-However, :not-.enly large.foreign firms benefitted from the licencing.. -
sttemrﬁiLit:operatedmbefore~1958, but. a.nunkgr-of.larger .local. enter-,
prises (méstly-Asian);were alse-able to take advantage of-the liecencing
s.cheme.LLS The state was concerned to encourage the concentration.of
nroduction -in large units,.be they. foreign.or locally;owned, . which .is made

evident. by the small . number .of firms in.each-industrial sector. by the mid

1960's. fzi- ! :
3% = = d T ZHT ’
z Cronimn el 2 i - 1 : :
- Loz - i n Lot R
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L5, Tor instance, in 195G when the textile secot was largely Asian

owned, the industries scheduled wder the East African licencing legi:lation
by 1959 included cotton yarn, pistzzoods and blankets, woolen blankets
and piecegoods, fabric spun with soft fibres.. stc. in Eglin, op.cit.,
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(E) FINANCE FOR DEVELOPMENT. THE COMMONWEALTH DEVELQPMENT CORPORATION(CDC)
AND EAST AFRICAN INDUSTRIES

i) Finance for Development:

Productive capital and finance capital are always interdependent
rather than competitive, and their profits come from the same source.
Therefore it is clear that all industrial investment will be facilitated
by financial capital in the role of ‘book-keeper'.Lle The industrial
expansion in Kenya after the Second War was financed from both local and
foreigh sources, although the latter predominates in this case.

It has been shown before that the state took a more active role than
previously (before 1935) in.encouraging infrastructural development in

the colony by sueporting’ both agricultural and industrial projects.

The metropolitan state, through the (D and W Acts as we have seen,
provided official grants to the colonies to be used for provision of
utilities and services, in order to encourage an increased level of
production. Between 19229 and 1938 never more than £100,000 was dispensed
in one year to Kenya and from 11 years, in 8 years no official grants were
dispensed whatsoever in Kenya Colony. Table I) shows, however, the greatly
increased level of official British government aid in the form of grants
to~ the colony, the peak occuring during the Lnergency with £10.8m in 1855.
Alsc the amount of inflow of foreign pravate cupital also increased, for
instance before the war in 1939 'Private residual' net capital imports
into Kenya were only £0.3m, by 1946 this had risen to £6.2m and by 1853
it had reached £21.2m. As Ord points out this foreign capital inflow was
on much 'softer' terms than in the pre-war period, not only in respect of
the grants in aid and development funds from the metropolis, but also in
respect of interest bearing loans and equity investments. Nominal interest
rates and equity yields were low and their subsaquent real burden on the
balance of payments was reduced further by world wide inflation. Large -
numbers of loans for the colonies were raised on the London market

assisted by Barclays Overseas Development Corpcration in the role of

46. G. XKay, op.cit., p: 91.

47. H.W. Ord, op.cit., p. 6.
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finance capital. Between 1950 and 1952, these loans, destined for

Fast African territories averaged £17,000,000 per year.48 These

loans were. used-mainly by the local administrations to establish
infrastructure and servicing developments such as roads; railways,
housing, education and health services. These grants as we have seen
were supplemented by inflows of private fimance capital from the
metropolis and it is significant that of 2 total of £77.7 m borrowed

by British African Dependencies on the London market between 1945 and the

end of 1952, some £48.6 cr 2/3rds went to British East Africa.49

In the East African territories themselves, egricultural
exports provided finance for industrial development. According to the
new powers vested in the local colonial administrations to form bodies
to assist development, the Industrial Development Council was created
in Kenya in 1954 as a state finance capitel to assist industrial
enterprises.

This channelling of metropolitan finance capital was paralleled
by the domestic accumulation of circulation capital within Xenya.

There was a consgiderable increase in geographical net product in the
years immediately following the war: the GNP of Kenya rose from
£53,000,000 in 1947 to £10%,000,0000 in 1951. The total African

income, on the other hand (included in these figures), amounted to
£26,000,000 and £40,000,000 in those years respectively, leaving in

the two years approximately £27,000,000 end £63,000,000 of other income
out of which voluntary savings on any scale could be expected to come.
The City Treasurer of Nairohi made a rough estimate as to the amount

of Kenya's voluntary savings in 1951, which he calculated to be around
10% or somewhere between £3-fm. He further prepared a report on the
amount of local money raised in Kenya between 1945;1952 which was
estimated at a total of £14,396,215. This represented about
£2,000,000 per annum. although it would have been somewhat lower in the
earlier years end higher in the later years. The total figure for

these years was broken down in the Treasurer's Report as follows:

Gilt BEdged £8,776,215
Kenya Building Society £1,500,000
Commercial & Industrial £4,120,000
Total £14,396,215

(Source: EAR Commission Report, 1955, p. 84).

43, Tnese were later supplemented by loans from the Internatinzl Bank
for Reconstruction and Developmént (;ERD), details in the East African
Royal Commission, op.cit., pp. 81-385

49, Ibid, p. 85. - . ¥
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Private capital formation in Kenva reached its peak in 1956 whan it
o , ; 50 .
amounted to £30,700,000 or 21% of the gross cash product. The main
aim of the local administration was to encourare the flow of finance capital

into the colony from the metropolis to support investments in industry.

ii) The CDC and its role as a Finance Capital:

The main arm of metropolitan policy in supporting development in
the Colonies was the Colonial Development Corporation (CDC). Where the
size of markets and low productivity did not attract commercial investors,
the metropolitan state provided two organisations of internationzl finance
capitzl to 'subsidise' areas of production for British industrial capital

until these became profitables. 1In some cases. such as the groundnut scheme

ct

he state finance organisation - the Overseas Food Corporation was actually
formed to undertake an investment which had besn instigated by industrial
capital. The Unilever Company wanted to undertake a groundnut scheme in
Tanganyika to supply their oil extraction plants in the west, but they

did not wish to undertake the heavy cepital investment necessary to
establish large scale growing areas in an undeveloped part of Africa.

This industrial capital, therefore, managed to put pressure on the

British government to directly finance the project, with the United Africa
Corporation as the managing agent,Sl The government were favourable

to these direct interventions to support industrial projects as there was

a serious fats shortage in Britain a2t the time. The Overseas Fcod
Corporation was set up with the mzin purpese of taking over the groundnut
scheme from the managing agency of tne UAC, by the Overseas Resources
Development Bill of November 1947. This bill crazated two bodies, the

CDC with a capital of £50,000,000 and the OFC with a capital of £50,000,000.
The groundnut scheme it was estimated would cost the government £25,000,000.
and the balance was tc be used to support other food growing projects in
the - colonial territories. Thus the initiative behind the fateful

groundnut scheme came from industrial capital-in this case Unilever?

50. 1Ibid, p. 85.
51. A. Wood, op.cit., pp. 26-31.

52. The groundnut scheme was unsuccessful for a variety of reasons.

The use of lend-lease eguipment obtained from American arms dumps after

the Second War was not a good start. UHost of the equipment was not suitable

for the task at hand and very few of the machines had spare parts. The

enormity of the project meant a very loose administrative control over the
cheme by the Board of the OFC, most of whom were not qualified to conduct
the scheme in any case. The capital costs of tha operation became too high
and after several unsuccessful harvests the whole project :8ollapsed in

s

1954 having cost the British taxpayer nearly 225 ,000,000!
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»

of the CDC was that projects should be judged by their commercial
viability, although it was expected that soms undertakings would make
substantial yields which would counterbalance losses in other areas. It
was set in the role of a typical financial capital, acting as an agent for

British ipdustrial capital. The CDC accordingly invested itself in the
capital ror commercizl undertakings, and provided management contract

share capital of enterprises. provided loan/facilities for some projects.
The corporation also prassured many colonial administrations to encourage
private industrial capital by waiving import duties on development go0ds
and supplies such as fuel for agricultural machinery, and further pushed
fiom . the standardisation of tax relief in each territory for projects
relating to 'development'. The CDC considered-that allowances for develop-—
ment expenses should be..granted to potential investors and in particular
cases the corporation did succeed in reaching agreements with the colonial
governments on matters concerning rents, royalties and the waiving of.

import duties on development goods.

By December 1949 there were a total of 28 CDC undertakings in
operation throughout the British colonies, with an aggregate
capital of £14,187,000. Of these projects one third were in agri-
culture and the remainder in other activity divisions such

as engineering, finance. factories and forestry. The actual form
of the first 28 CDC undertakings was mixed:37 7 subsidiary
companies which were either wholly owned by the Corporation in which
they had a controlling interest, 3 investments where the CDC held
a minority interest, 3 loans or debentures to commercial companies,
and one in waich the Corporation acted as managing agents for the
colonial administration. This government sponsored finance capital
therefore, acted on a number of differsnt levels in order to 'raise
productivity in the areas of both zgriculture and secondary
industry in the colonial territoriss. We will now turn to one
particular CDC project in Kenya which was in fact the first
industrial project the Corporaticn was to undertake. The case of

East African Industries illustrates the role of international finance
capital in laying the groundwork for the entry of industrial capital.

(

ii) East African Industries and the.CDC:

e

The Kenyan administration had in 1342 sponsored the establishment
of the East African Industrial management Board to develop and produce

essential manufactured items, whose supply had been cut off during the war.
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These products included pottery, bricks, oils and miscellaneous chemicals.
(Although I do not have details of the type of machinery employed it
is clear that the level of technology was very low, and the plant was
most likely composed of various second hand machine . modified by engineer-

ing works in Kenya).

The government was pledged to dispose of its interests in the
enterprise after the war, and after 1945 some units of the plant were
sold privately but there remained the main body of the factor; comprising
the pottery, the refractory plant, the hydrogenation plant, the sulphuric
acid and the general chemicals plant. As this was the type of industrial
activity the CDC were pledged to assist, the cpportumitywas not lost, ana
#n 1949 East African Industries was formally cconstituted and the CDC
agreed to participate with the Kenyan administration in the operation.
The Corporation subscribed £500,000 of the £750,000 shares of EAI, with
the government holding the balance.58 The agreement néached between EAI
Ltd. and the Corporation in December 1950 provided thét the CDC should
act as-consultant and adviscr to the company cr management, financial
control, factory administration and on all matters concerning the manufacture
and sales of EAI products. For these management sefv1ces the company was
to pay the Corporation & fee calculated at a rate qf 5% of net profits

i
in each financial year.59 i

From the outset there was a strong deirand for EAI products due .
to the general shortage of such industrial proeducts during and after the
war. However the plant faced severe producticn difficulties due to under-
capitalisation of the plant and quite backward techniques of production.
The most uneconomic unit of the factory was aliways the chemicals and acids
plant, which had to import virtually all of its components. The refractories
and the pottery plant both relied largely on local materials, but the

hydrogenation plant utilised largely cotton seed oil from- Uganda and

58. CDC Reports, Ibid. , B \

59. Agreement between EAI and CDC 7.12.50, (in KNA MCI 6/2uu4, D9= 28). .
In addition to this fee, the corporation was to act as the company's
purchasing agent in Britain and for these services the CDC received a
further commission’at +the rate of 23% on the [.o.b. value of puichases
after deducting all discounts and allowances, provided that the value of
such items exceeded £10,000 cn any one contract, (Ibid).



-2 - IDS/WP 27

copra oil from Tanganyika. Copra oil and cotton seed oil were used in
the preparation of Kimbo cooking fat, ghee and liquid oil;60 from the
earliest days of EAI's production the regular supply of particularly
cotton seed oil from Uganda at a 'reasonable’ price was a consistent
problem.61 The company based plans for an extension of the hydrogenation
plant's capacity in late 1949 on the availability of groundnuts from the
Overseas Food Corporation and Unilever growing scheme in Tanganyika, as
well as cotton seed from Uganda. The former source of supply was never
forthcoming in any quantity due to the failure of the groundnut growing
project by 1955, which meant that the EAI hydrogenation plant was largely

. . , 62
reliant on Ugandan cotton oil seed.

By 1850, the EAI plant was faced by severe production problems.
This state of affairs was expressed by the General Manager of EAI in 1949,
"... the major effect of the commodity shortazge is the necessity to carry
larger stocks of imported material, thus tying up working capital. The
loan capital obtained from the CDC may prove inadequate '.63 This rising
tide of production difficulties stemmed from both the difficulties in
obtaining the imported inputs for the units that required them, and also the
limited amount of capital for expansion of fixed assets. In fact, it is
clear from .the early balance gheets- ©f the company, that the plant only
continued in production in the years after the war on the profits from the
hydrogenation plant. A paper presented tc an EAI Board meeting in 1951 drew
attention to some of the main difficulties faced by this new industry. First
a complaint was raised that an improvement in the quality of EAI products was
desperately needed (as nons of the products met international guality control
standards), and this would necessitate the immediate provision of additional

equipment. Also the. company's financial affairs were reported to be in

60. East African Industries Annual Reports, 1S49-1952, (in KNA 6/2u4).

€1. EAI tried to encourage the establishment of a sunflower sead cultivation
scheme which would secure a local supply of oil for the hydrogenation
plant, but it did not ccme to anything.

62.  The allocation of Ugandan cotton seed oil to EAI in Kenya in 1952
was 3,100 tomns.

63. Papers prepered 10 connection with EAI Board Meeting 3/52, (in KNA
MCI 6/245).



- 28 = IDS/WP 27

chaos and no department in the EAI complex other than the hydrogenation
plant had made sufficient profit in the previous 2 years to covar its
fair proportion of gensral overheads. Furthermore, with the.exception
of acid, these units were unable even to supply the requirements of the
East African market. and all their products w=re sub-standard. The
question of inadequate protection was an impcrtant one with regard to the

acid plants,'... without the assurance of protection against dumping there
is no assured future for these industries in Fast Africa. (Continental
caustic soda was apparently availzble in rtast Africa for under £20 per
ton while EAI costs per ton came to £42).

L
The conclusion of this assessment of the fortunes of EAI were that

'...we must either re-plan and re-equip all thzse projects with new or
additional plant and possibly personnel., or elise shut” them down as
quickly as possible'.6H ,
However, the Board considered that given the previous capital inputs, the
total abandonment of those potentially profitable industries was not
justified. These prognostications concerning the efficiency of the EAI

complex were reflected Dy the poor sales figures for these years:

Table 2: EAI Sales November 1851 - HMarch 1952

£s Nov. 1951 Dec. 1951 Jan. 1952 Feb. 1352 darch 52
Hydrogenation 51.348 49,012 29,524 20,524 16,342
Acid Plant 2.850 ! 1,252 2,048 2.470 1.u484

(Source: Memo from the Secretary of EAI to the Directors and
; and Chairman EAI, 21/4/52).
\ !
The CDC.who Were the EAI managing agents,considered that poor

organisation was:the main problem with the plant. As a report on EAI
comtiissioned by the cpe stressed, '....the importance of the problems
confronting the cempany in realising surplus stocks of material, stores,

and equipment -cannot be over-emphasised. Stocks of some mateirals represent
several years pequirements, others, the purnose for which they are beught is not
xnown, for instance by Jul& 1¢52 the finished stocks of Kim 0il and XR 0il

were high in relation to sales and reoresented 3 times the value of the August
55 ‘
sales. ' ‘

64. Board .Report, Ibid,

65. Report preparedi for the CDC in EAI by tnhe accountants, Peat, Marwick
Mitchell and Company, 2548/
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The government were also most disatisfied about the declining
fortunes of EAI, and could hardly wait for a suitable opportunity to
off-load the enterprise, largely because it seemed to be a failure,
but it is significant that most branches of gcvernment in the colony
were against.the involvement of government in a scheme which could
compete with private enterprise. As a letter from the Secretary of
Commerce and Industry to the Member for Commerce and Industry pointed

out, '...you will + that there. has alwzys been an objection in

recollec
commercial-circles to the government competing with private enterprise,

and that was one of the reasons why it was decided to dispose of the interests
of the old East African Industrial Management Board. - We included a

proviso in the V.ending agreement that we could dispose of up to 50% of

our  holding to the public but had not done so.. this criticism of govern-

ment procedure will again be raised.'66

During 1950, the Ministry of Commerce and Industry EAI, and the
CDC, held intensive discussions to consider the future of the plant and
the CDC suggested moving the EAI plant to Jinja where it would be
nNearer the source of supply for oils. However, the Kenya government
vetoedq this plan as '... the government will continue to be embarassed
if it is going to operate in trading concerns which function outside
Kenya, the aims of which must inevitably conflict with the existing
system of inter-territorial control of foodstuffs and other essential

cornmocblties'.6'7

The Kenya government seems to have:been strongly in favour of the
disposal of government interests in EAIL as they were not in favour of
stateowned enterprises and the Member for C & I stressed that the agreements
between the government and the CDC ygg being ignored by the latter, which
was that the EA management Board plants, having been brought to a
successful pilot stage of production should be expanded on a commercial

. 68
basis.' The Secretary for Commerce and Industry expressed the same

66. Letter from the Secretary for Commerce and Industry (SCI) to the
Member for Commerce and Industry, A. Hope Jones, (in KHA MCI 6/445).

57. HMinute to the Member for Commerce and Industry ppom SCI, 23.8.50,
(KNA MCI 6/445).

68. Ibid.
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sentiments; '..I would myself far sooner see the scheme wotrd up and
have the machinery to advance money to enable promising industrial
e nterprises to get started provided that such advances are made on &
sound commercial basis.‘69 By 1951 the government had more or less
decided that they wished to provide no further assistance to the industry,
as the Secretary for Commerce and Industry suggested,’ I think there is
little prospect of any assistance being given to East African Industries,
whose approach to normal commercial competition seems to be somewhat
pathetic‘.7o

The Entry of International Capital:

The CDC, therefore, were left with full responsibility for their
'pilot'scheme and the Corporation was reguired to find some method of
salvaging this 'unceconomic' plant. During 1952 the CDC had directed a
policy of retrenchment and rationalisation for EAI, but the Corporation
itself did not have either the resources or the technical expertise
to transform the plant and perpetuate its operations. It was at this
point that the role of the CDC as an international finance capital was
made explicit, and the Corporation decided tc hive off the plant with
all its capital equipment to a British industrial firm. The CDC projects
all encouraged the import of British capital goods at a time when these
industries were sufféring from inadeqaute capacity after the war. The EAI
plant was to be no exception to this rule for any extension or modification
to.the factory would involve not only the expertise of a particular firm

but alsos the import of new machinery from British industrial supplies.

The CDC }nvited the Unilever Company of the UK, with their long
establishsd interests in the fats industry, to take over the ownership
and management of the ailing EAI plant. This choice of a British firm
which was predominant in the hydrogenation industry, to take over EAI
was not mere coincidence. It will be recalled that the sister corporation
set up in 1948 with the CDC was the Overseas Food Corvoration (OFC),
which had been primarily designed to administer the groundnut scheme
in Tanganyika. This groundnut project had, indeed been partly instigated
by the international firm, Unilever Litd. The initiative for Unilever

participation in EAI in Kenya actually came from the CDC itself, but

@9. Letter from SCI to MCI, Hope-Jones, corcerning government participation
in EAI, 30.11.50, (in KNA MCI 6/uus).

70. Ibid.
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Unilever's interest in the Tanganyikan groundnut scheme no doubt strongly
influenced the decision. Although by 1953 it was not yet clear whether
the groundnut cultivation scheme in the neighbouring territrory would
succeed. Indeed, the Unilever company was zleariy interested in investing
in fats production in East Africa, for their original proposals for a
croundnut scheme had besn strongly influenced by their desire to diversify

. . 71
their preduction areas from West Africa.

Therefore, by the end of 1953 an agreement between the CDC and
the Unilever Company had been concluded, with the international firm
taking a 50% equity interest, as well as taking the management responsi-
bilities. Thus, by 1954 the whole ownership structure had been altered
leaving Unilever with 50%, the CDC with 333% and the Kenya Government with
a 16%% interasst through the Industrial Management Corporation. However,
despite their lowered equity interest in EAI the CDC as a finance
capital was still considerably committed to the project through the

provision of loan capital; which in 1954 amounted to £35,000.

In 1954, the new management of international capital immediately
modified the existing plant to conform with Unilever production methods.
New machinery was installed to manufacture Unilever -brands of'margarine72
and cooking fats, which they intendzd to extend to low income African
markets. Given the existing oil refinery, the next stage was to assemble
new plant in order to start manufacturing soap and glycerine. As part
of this ‘ratiocnalisation processf, the new EAI during 1955 disposed of
all those production units which were not dircctly connected with Unilever's
interests. Accordingly, the insecticides and refractory business were

sold in early 1956 mzking a' satisfactory profit’.

71. There were some plans being formulated in 1975 between the LAI company
and the Government of Ksnya to foster a sunflower growing scheme thereby
decreasing dependence on imported oils, and it is indeed surprising that
the international capital did not find it expedient to do this before,
particularly during the 1950°s and sarly 1960's when the company
experienced so much difficulty in obtaining ths cotton seed oil from Uganda.

72, E.A.S. 4.8.55, the margarine factory, which was constructed at a
cost of £120,000 with a capability of 6,000 tons of high grads margarine
per year was openad in Octobar 1955. The company used the Unilever brand
name ‘Blue Band' for its products. The margerine plant was constructed
by the Mowlem construction company, a British firm.
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The EAI company under new management made a slocw recovery with the
infusion of capital and expertise, and this was reflected in the company's
balance sheets (see table u4); whereas in 195C the company made a post tax
loss of £1100, in the ‘first year of Unilever management it made a post

tax profit of £35,000 (13955), with a turnover of £323,000.

Meanwhile, the CDC continued to support the project through the
provision of long term loans. Under the agresment of October 1953, the
CDC had undertaken to lend EAI £100,000 repayable on 6 months notice at the
expiration of 10 years or at any time thereafter. By the end of 1855,
all this had been taken up, and this borrowing was to be used to finance
current assets.73 The soap project was financed by the capitalisation of
a bonus issue of shares, amounting to £135,000, and further loans were
granted to the project by the CDCFT&&&@@%ial Davelopment Bank (Kenya
Government £208,000) and from Unilever Parsnt Company (5208,000).74
The soap plant went into production in early 1957, producing familiar
lines of Unilever's products such as Sunlight, Lifebuoy, Lux Toilet .and
Lifebuoy Toilet soap, thus aiming at both the European and the low
income African market. (The prices of these products were all lower than

the current imported prices of soaps in the early 19507s).

Competition: When Unilever had acquired its holding in EAI in 1953, the
Kenya government had offered an incducement to the kcompany that it should
be able. to  buy its reguirements of oil at o wrice ‘no less favourable
than other users'.75 This assurance indicated that the Kenya government
was anxious to protect this particular forecign company from competition,
which éame mainly from the Asian owned oil miils in Uganda.76 The EAI
hydrogenation plant had always suffered competition from the Asian oil
millers, particularly those in Uganda. Before’the Unilever take-over in
1853, this was largely due to the small capacfty cf the EAI plant. A
memo to the Ministry of Commerce and Industry From EAI in 7/49 sugzested
the purchase of new plant in order to render the factory more competitive
in re¢lation to the other East African oil manufacturars. '..Regarding the
purchase of the new nlant, our .own plant is = 4 tons capacity and the
other one is a 10 ton capacity. If our -competitors ersct a 10 ton plant

we shallnot be able to compste as regards costs on the local market. which

“73. Memo on borrowing powers of EAI from EAI to MCI, 7.5.55, (in KdA MCI 6/446)
74, Ibid.

75. To K. tlackenzie, Treaswry, from the Secretapy for Comterce and-Industry —— -
(SCI (in KNA. MCI 6/446). : b

76. The largest Asian oil miitls in Uganda werz those of +he Madvhani group
at Jinja. ) 1
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is of a limited size, and unless we can sell entirely for export we

should be shut down‘.77 However after 1853, whan Unilever installed new plan
the problem was a differsnt one when it ceme to competition with the

Asian millers of oil. As we shall ses, the construction of new plant at

EAI by Unilever involved a high ratio of loan finance (mainly from the

CDC) to assets, which naturally raised unit production costs in comparison

to the Madvhani oil mills in Uganda which by the 1950's had paid off

most of the debts on its capital equipment. (This was in addition to the

lower wage costs at the Ugandan plant compared with EAI in Kenya).

The dispute surrounding the supply of cctton seed oil from Uganda
to the Kenyan cil plant at TAI developed intc & test case between the two
local administrations of Uganda and Kenya. both taking a 'mationalist
stance’ in defence?ghelr own industries. Since the start of production by
the EAI plant in the late 1940°'s, their products had experienced competition
from the oil products of the Madhvani plant at Jinja in Uganda. Early in
1956, the question arose as to which of these two main East African oil
producers would secure = government contract to supply oils to the . Kenyan
prisons department. Both companies submitted tenders. EAI tried to exert
pressure on the Kenyan Ministry of Commerce and Industry who were indeed
concerned to influence the tender board to accept the contract of the
Kenya based firm. EAI's arguments in support of their case hinged on the

.
fact that they considered the Uganda product to be bzlow government
standards. In response to this pressure from AI, the ministry of C & I
urged the tetder board that it was their duty to support 'local
industries whers possible, providing they could produce a high standard
product and better services than the Ugandan firm. As the AS8. MCI pointed
out ..'the terms must of course be competitive..but the wider implications
of not patranising our cwn industries would appear to merit the most serious
consideratioﬁ'.7

According to these ‘competitive criterion’ the firm of Muljibhai
Madvhani won the contract to supply vitimanised edible oils to the Prisons

Department in Kenya in 1958. The ~Traasury ezplained . to MCI that the

77. Report con a visit made to Eantsbbe by officials of the Kenyan Min
of Commerce and Industry to discuss with the Uganda Government .the
of cdke and cotton seed oil for 1930, (in KNA MCI 6/242).

}

78. "Memo to thz HMember for Commerce and Industry from the Assistant MCI,
16.12.57, (in XWA MNCI 6/446).
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reason for the Ugandan firm gaining the tender was simply that of a lower
price. On the question of quality the conclusion was ironic, a note

from the Treasury outlined the main issue regarding standards, ‘.. as
regards quality there was not a lot in it, &z both the samplas submitted
were below the required limit of 4000 international units per oz. of
Vitamin A content. However the samplas offersd by the Jinja firm still
contained a higher numoer of vitamin units. It appears that the
suggastion that the guality of the Uganda product was not so high as

that of Kenya is one that cannot be substantiated...' (sgn. Dv Dean

719 - .
Treasury). In the case of quality, therefore, the local firm appears

to have been more ccapetitive than the Unilevar subsidiary.

This was merely an example of a ccnsistent state of competition
which 2xisted betwsen the Ugandan Asian firm and EAI during the 1950°s.
In 1857 the annual report of LAI stated that action was to be taken
against Muljibhai Madvhani in Uganda as that company were infringing
EAI/Unilever brand names; their margarins in the "Cow' wrapper infringesd
the ‘Blue Band design, their cooking fat 'Sun Brand' was a copy of Kimbo
and their 'Champion Carbolic Socas' was a copy of 'Lifsbuoy’ soap. Clearly
the Ugandan firm were manufacturing products of similar quality at a
cheaper price, which prompted action to prevont any further advantage
to the local firm by the use of Unilever brand names.ao It was in order
to compete for the lower income African market that EAI developed a brand
of cheaner quality margarine in 1957 which was put on tha market in 1938.
However, at this time the largest sales were of Kimbo and vagetable Ghee.
for which cotton sced was used in the preperation, as the following

table shows:

79. iTo MC! from D.V. Dean (Treasury), 6.2.58, (in KHA MCI 6/446).

80.- "Direclors Report. TAI 1958-1859, (in KN& MCI 8/2uR).



~ 3% - IDS/HE 27

Table 3. Net sales of EAI Prcoducts for 1557. (11 months)

Kimbo £ 189,066 0%
Veg. Ghee 105,006 22%
Kim. 0il. 23,223 5%
XR 0il 3.951 1%
Vitaminised 0il 39,231 8%
Margarine 108,759 23%
Others 5,153 1%
£ 474,380 100%
(Source: Directors' Report of EAI, 1958, in KNA),

The ygandagovernment and the Kenyan government continued to
support the firms in their respective territories. The Uganda govern-—
ment continusd to refuse to grant EAI any concessions on the bulk
purchasing of Ugandan cotton seed for their oil plant. The Jinja
Company was again at an advantage over EAI in that it was able to
estimate the exact quantities of raw materizl required at a particular
time whereas the Kenyan company was obliged te tender to the Ugandan
government in advance, which mezant they were nct able to employ economy
in the storing of raw materials. 'In fact frem 1957 - 1959 EAI was
compelled to reduce its price of vitamised cil and margarine in order
to compete with Madvhani's products and also to increase the advertising
allocation of these goods. The Uganda company therefore, remained with
a competitive advantage over EAI until the carly 19860°s when EAI switched
to palm oil instead of cotton seed as a raw material feor the edikble
oils plant, (this oil was cheaper in price and had a higher fat content

. 31
than cotton s=ed oil).

Since the 1960°'s the CDC have gradually been divesting themselves
of their interest in EAI, for the purpose of getting industries off
the ground ‘the pilot schemes® have been completed and private capital
now successfully controls the operation. However, the post-independence

government was anxious to maintain a share in this large manufacturing

8l. This information was cbtained from an intsrview with the Chairman
of EAI in June 1975. It would seem unlikely that the company will
invest themselves in any sunflower growing project, as palm oil is
cheap and has a high fat content.
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company, and the CDC have since the early 196C‘'s sold some of their shares to
the ICDC, so that at the present time (1276) Unilver hold 55% ICDC Investment
Company 17% and the CDC 28%,EAI by 1374 had diversified their production into &
number of other areas such as toothpaste and. fruit squash manufacture, as well
as the traditional soap and oils although the latter still account for the.
largest proportion of the Company's sales, the fats products account for about
60~-70% of EAL's turnover,82 and the remainirng 30-40% are accounted for by soaps
and detergents. The company also controls the largest share cf the East African
market in detergent, margarine and toilet soap, although in toothpaste they

fall behind Colgate - Palmolive, the American irm.

The aim here has bsen to examine the intervention of international
finance capital in the form of the Colonial Devalopment Corporaticn (CDC) which
entered to support the East African Industries project and then to invite the
participation of a British industrial capital. The CDC were mainly concerned
with investing in agricultural projects in Kenya and elsewhere, and their
functicen in this instance/well as in the case of industry was to stimulate

‘s . 83
the 'British capital goods industry.

Table 4 ' Summary of EAI Balance Sheets 1950-1973

Fast African Industrieg

Year of 1950 1950 1965 1970 1973

formation o o
Issved Capital 155,250 155,250 576,000 822,038 1,125.000 1,350,000
Net Assets 203,619  203.618 1,033,145 832,088 1,775,000 2,452,180
Net Profit (1,100)  (1,100) 171,581 252,261 685,137 1,774,072
Profitability (.5) (.5) 1.6 3.1 3.8, 7.2

' (Source: Annual Reports of the Registrar General).

82. Interview, Ibid.

83. In the case of EAI we have seen that not cnly was a British Industrial
capital in the form of Unilever Ltd invited Ly the CIC to undertake—the project
itself, but also a British firm, Mowlem Ltd., was involved in all the construc-
tion work of the plant in- the. 1959°s.
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F. THE NATURE OF INDUSTRIAL GROWTH IN KENYA, 1945-1963,

The post-war period was marked by a rapid move of capitzl into the
manufacturing sector, and a concentration within that area.. In 1951, the
value of the net product of manufacturing industry amounted to £iC million,
which was approximately izz of the total net geographical product, For the
first time, of the number of Africans in paid employment in Kenyz in that
yeary 42,000 or 104 were empioyed in the manufacturing industry.84
As has been pointed out earlier, the colonial zdministration was to make
availible funds for the stimulation of secondary industry, thus providing a
supportive role to private capitzl entering the industrial sector.

This higher level of support. for m anufacturing enterprises was in marked
contrast-, to the pre-war period when certzin colonisl industries (such as
textiles) were positively discouraged if.they might compete with the British
equivalents in British markets, After 1945, there was a general move towards
import substitution by both foreign and local capital, and virtually all of the
manufacturing concerns set up during the 1950's were oriented towards the

local market rather than the export market., Deliberate tariff protection in
Kenya after 1953 was to stimulate the establishment of both local and foreign

owned enterprises,

The war period did generate a specific demand for particuler
consumer items which were in short supply due to transport problems,. These
products included the manufacture of blankets, lesther, shoes, soap, chemicals,
oils, textiles =and glue.85 However, most of the these enterprises were guite
transitory and as we have seen the East African Industrial management board
that created the East African Industries complex was to dissolve as &
government organisation and various parts of the enterprise were hived off
to private: caepital.. The war time may have stimulated demand for locally
produced manufactured goods, but the main impetus behind. the industriclisation

process was to reach its peak in the mid and lste 1950's, The largest

84, . Paper by the Member for Commerce and Industry, Hope=Jones on Industriczl
Development in Kenya,

85, " . War conditions had diverted much world production from the
manufacture of consumer goods, and shipping problems which had cut off East
Africe to a large extent from its traditionel sources of supply, had shown
the need for = greater measure of.self-sufficiency in East Africa., The post
war political conditions and high taxation in some purts of the world had
caused capital to seek fresh outlets. Balance of payments difficulties had
caused the Commorwezlth to seek. new sterling sources of raw materiels and
manufactured goods ,.." (Paper prepared for the £,A, Industrial Council,
January 1956 by the Ministry of Coimnmorce and Industry)r
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proportion of this investment in the industrisl sector between 1943 and

19563 was from abroad, mainly from Britain, zlthough the growth.of Asian
controlled enterprises was also significant during this® period. Before examin-
ing the nature of foreign participation in this expansion of industrial concerns
it is necessary to evaluzte the emergence of a powerful Asian industrial”

class in East Africa from a historisl perspective.

i) Asian Capital:

It has been shown elsewhere that the development of Asian capitzl
in East Africa before the Second War was confined. largely to the areas of
trade and some basic processing of consumer items. The areas of accumulation
for those of Indian origin in East Africe after the advent of British rule
in Ugandz and Kenya were confined to the areas of trade and commerce due to
the restrictions placed by the early colonial state on land holdings by non-
European races. From the outset Asimn capital was caught in betwezen the forces
of aetter~ capitalism and the state's 'protection’ and supervision of indigenous
capitalism. Asian merchant capital wss to compete with both settler capital
for the control of trade in certain agricultural commodities and also with
African merchant capital which, was by the 1930's in many areas (such as Nyeri
district) challenging the hold of Asians over trade in commodities such as
wattle bark. The pre-war colonizl state in Kenya coleny was largely to determine
the role that Asian capital was to play. The guestion of =zccess to land
ostensibly remained open until the Crown Lands Ordinance of 1915 which
empowered the Governor to veto land transations between races. In fact,
before that time.several Indians had managed tc buy land is so called ‘white'
designated areas, and in 1903 the Aga Khan was negotiating with Ugandan colonial
officials for the introduction into East Africa of some agriculturalists from
India, who could bring caspital with them .@7 This was never to reach fruition,
and the Indians were excluded on two counts from holding land in the white
highlands and in the reserves, al%hqggh they wer= permitted to hold agricultural
land.in the "lowlands": of Kenya, which excluded all of the prime cultivable
land. It was the juxtaposition between settler capitalism and indigenous
capitalism that determined their role as traders znd low level manufacturers

in East African before the war.  During the Carter Report of 1932-1933 it

3G, . This emphasis is important when it comes to eveluating at present
the possibilities of the emergence of an African Industrial class, which
is also a "local' capital.

37.4 5' R.G. Gregory, India and East Africa. (Clarendon Press, Oxford 1971),
Dl 3- .
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was claimed that there was only-one Indian agricultursl settlement in

Muhoroni, and the Indian representatives on the Commission along with the
African members expressed deep disatisfaction with the existing land regulations
and they asserted thet the Europeans held too much land and cultivated only

11% of it, and they.advocated & heavy underdevelopec land tax to force
cultivation or sale.88 Durihg the Commission, the Federation of Indien Chambers
of Commerce of East Africa further complained thst their trading operations

were being restricted by the Colonial goverrnment, in that under the Native

Lands Trust Ordinance, trading centres which could be established within the
reserves with the approval of the Local Native Council allowed the lease of
plots of land which they considered were too smzll and the terms of such leases
were further limited to 5 years. The Indian contingent on the basis of these
objections asked for the establishment of regulsr townships in the reserves,

. . . . 20 .
vhich were to gradually emerge after this dete.””

Thus, by the 1930's the Asien community was involved in a whole range
of activities, from building to shoe making, but the main focus of their
enterprise was in trading in commodities, and acting as the link between
the African producer of goods such as cotton and the exporter of that commodity.
In the early pre-second world war period there wezre many. Asians in clerical
service of the colonizl governmegB,IFor instance in 1911 1,498 Indians were

in the employ of the government,

Before 1945, therefore, very few Asian merchants had ventured into
manufacturing largely due to the constraints of capital and lack -of ‘credit
fzcilities from European barks., There were a fou exceptions to this ‘rule:
the Premchand Brothers set up & factory to manufacture extract and & cotton
ginnery, both in the 1930%'s in the Thika municipzlity bhaving been prevented
from setting up their factory in the 'White Highland® areas. Others were
involved in small scale grain milling, sugar refinirg, and the manufacture of
sluminium hollow /weffzMost'ASiah‘mé?éﬁéﬁfswih'ﬁgﬁ§a.before 1945 were involved
in highly competitive retail trade, and the restrictions-on their form of
accumulation extended =lso to excluding them from dmporting-agencies as well

as from farming. Before 1945, Asian merchants were not permitted to import

a3, Ibid, .p. 435.
89, Tbig, p.436.

90. Ibid, p. 113.
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British manufactured goods directly, and they relied for their supplies

of manufactured goods on the large British. based merchant houses in Kenya,
such as Smith Mackenzie and Mitchell Cotts.glv'This gave rise to a situation
whereby the "Asian-merchant class could only accumulate capital through an
increasingly competitive ferm of retail trace, which in many cases, particularly
after the Second War, provided the impetus towards some measure of import-
substituting manufacturing. Many groups of tradnrs had before the war become
involved in trading in one or two agricultural commodities, and after the war
when importing was opened up on a larger scalc to Asian msggﬂants,SOme groups
became involved in the importation of one commodity only/zs cloth,.and in
this case they moved freguently into direct production of textiles.92 The
Thika Cloth kliills set up by the Nath Brothers in the 1950's was formed by

a prominent group of cloth traders. This bscame & typical.pattern, from

importing the commodity into manufacture of thz same items.

During the 1950's, the rise in consumer demand in Kenya Colony,
gave greaf impetus to industrialisation whether it be foreign or local. The
Asian class, as we have suggested earlier, had faced curtzilment - of their
spheres of accumulation before the war due largely to restrictions placed
on them by the predominznt settler class. After the Second War, the administretion
did not represent so forcefully the interests of sections of the settler class
and in general there were no restrictions placsd on the progress of Asian
industrial expansion into industry. However, it is interesting to note that
as late as 1958, when the Premchand Brothers took over the East African Match
factory which was formerly set up by Euronean farmers in the Kinangop area
of the '"White Highlands'; they were prevented from operating there as it
was a 'white' preserve, and they were forced tc dismantle the factory and
reconstruct it in Mc;mbasal93 This does not seer to have hbeen an unususal state
of affairs if an Asian manufacturing enterprise in any way impinged upon

areas of settler accumulstion. Similsrly in the late 1950's when Kenya

91l.. This information was gained from an interview with a director of
Comcrafts Services Ltd,, .{formerly the Chandaria family) Mr, M. Premchand
Chandariz in Nairobi 7/77.

52, It is significant that, despite the large market for. cloth within
East Africa before 1945, the manufacture of this commodity was not permitted
until the 1950's, This mainly to protect East African markets for British-
made textiles, although one speculate” that had cloth manufacturing been proposed
by some Europeans, that the local administration in Kenyz would rot have
protected British interest in such a wey.

93. Details from the interview with M.P, Chandariz, on.cit. form of action
by the administration, in support of sections of ths settler class was clearly
more common in the period before 1945, when all thce small Asian manufzcturing
plants were compelled to set up in municipalitics where they were_ permitted

to purchase land, such as Mombasa, Thik=z, Nairobi, and Kisumu,
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Aluminium Works (owned by Bhagwangi and Premchand Brothers) wished to extend
the capacity of their subsidiary grain milling company in Mombasa, they were
refused permission to do so by the Ministry of Agriculture who acted in response
to pressure from the settler dominated KFA milling concernt Unga Ltd, This
resulted in a court case by the Asians against the govermment, which was finally

decided in the favour of the Former.g4

However, despite these setbacks it is clear that the level of accumulation
of merchant capital by 1945 and the increase in markets for manufactured goods
after the Second War, was to stimulate a movs by the larger elements of this
group, into industry. The problem of credit was to be solved during this period
and the role of Indian finance capitzl through thz Barks of India and Baroda
which set up after 1945 in Kenya became most important when it came to industrial

investment,

Asian Industrial Development after 1945: It has been indicated earlier that

the post-war government policy of supporting industrialisation applied to. both
local ‘and foreign capital alike. Therefore the Asian enterprises that.wished

to set up a manufacturing concern, after 1958 were given protective.tariffs
against the imported item. In fact Eglin notes a strong corretation in the

case of both foreign and local Indian capital between the institution of a
protective tariff and the establishment of an industrial concern.95 For instance
under the 1998 revissd tariff schedule, local industries were granted considerable

protection, The following are all Asian owned enterprises: L J

The type of Asian industrial enterprises was similar to those
fc;éiéa investments made dufng the heriéa, in that there emerged a highly
concentrated structure of individual concerns, which involved the. take over
of many existing companies. This was the natura® movement of capital, and was
encouraged by the licencing legislation by the colonial government. Eglin
argues that if it were not the existence of licencing legislation a more

highly competitive structure of industries would have: emerged,

94, Interview with Chandaria, Ibid.

94a, This connection between East Africaand European countries and Asian
merchants in Kenya enhanced the interventions of finance capital as credits,
were built up by the later, which were later used to provide capital for
their extension into manufacturingd :

95,. Ibid, p. 7.
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TABLE 5
Product Company Protective Duties DUTY

Yr, est or began

Production Imposed Yr. Previous
Pasta House of Manji 1958 1558 Free
Matches East African Match © 1958 3/25 per 1953 3/30 per

Co gross boxes gross box

Pressure Kenya Aluminium 1958 o2k 1958 Free
Stoves Works
Cotton Wool African Cotton Inds- .1961 1563 Free
Corrugated
Aluminium Mabati Ltd. 1961 255k 1551 Free
Sheets
Tomato Puree Kabazi Canners 1958 30 1960 Free
Balvanised, Plain, Corrugated 1963 25 1964 12

& Enammelled metal sheets
Source: Kenya Customs Tariff Schedules, in Eglin, op.cit., p. 14),

Immediately after the war from 1945-1950,a Ministry of Commerce and Industry
list of products and manufactures illustrates the wide range of concerns in
which Asian firms were involved which include woodwork, engineering, building
materials, bakeries etc. However, by the mid 1960's a higher degree of
concentration had emerged and the control of the largest portions of Asian

manufacturing lay in the hands of a few large conglomerates,

e These large scele Asian industrial groups fised tske-overs to
consolidate their hold over particular branches of production, a tactic used

by most capitalist enterprises at & certain stage of concentration, One of

the most significant Asian industrial groups to emerge in the 1950's was

that of the Chandaria family. At the present time this group have 14 industrial
concerns in Kenya, with enterprises rangipg from wire to stationery manufacture,
This process be investment in industry began in the 1950's, Before the war,

the family had been concerned with importing end exporting commodities,

The Kenya Aluminium Works, an aluminium hollowere factory originally formed

in 1929 by another Indian group, was taken over by the Chandaria's in 1954,

This company was to act as a holding company for:their further acgquistions

and investments in industrial enterprises. A subsidiary of this fimm,
Kaluworks, which had also been taken from some other Asian industrialists
managed. to set up the first. stesl rolling mills in Kenye which began production
in 1963, This firm continued to monopolise production until foreign firms

were to erect seversl competing plants in the late 1950's, In a similar
fashion the group bought the East African Match Company in the late 1950's

from its European awners. The Chandaries bought a 53 share in this company

in 1960 which they lster increased to 75" with the Khimasia family holding the
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remaining 255, Using the Kenya Aluminium Works Company as their base, the
Chandaria®s also invested in new plant, In 1958 they set up a new factory

to manufacture nails, the East African Wire Industries Ltd.,,which along with
the purchase oFﬁKaluworks served to givgNggghgroup a monopoly in this field

of production.go' Just as foreign firms/operafe in the.same environment,

this group used collusion to prevent price competition, The Chandaria *empire’
in Kenya expanded rapidly in the 1960's and its industrial investments were

served by a large marketing net work.

The Khimasia family made similar moves from trade. into import-
substituting industrial concerns after thes Second World War. These Asian
industrialists had been involved in virtually all the cases in trading in
the commodities which they ultimately manufactursd themselves, In 1998 they
established a factory to manufacture fruit sgueshes, mineral waters, jams and
Jjellies, which began their move into food and drink manufacture, the products
of which were marketed by their existing organisation. Before 1958 the
group had largely.been involved in the import trede, chiefly in the areas
of food and cloth, This direct move into production from trade was evident
also in the setting up of the Thika-Cloth #111ls {Nath Brothers).in 1959 to
manufacture cotton and silk linings. for the East African market, In 1967
the group further consolidated its interests in the area of food production,
by taking over Gibson and Company, an European owned firm which controlled
Kabzzi Canners which manufactured a wide variety of canned fruits, vegetables
and concentrates. This hold over one of the most important food processing
factories in Kenya did not, howsven remain impervious to the thrust of
international capital., In lQ?DBﬁummgBond“Leiﬁig, in one of its moves to
diversify away from tea production, bpught/ 305 shareholding in this company,
and they at present control the marketing of Kabzzi Canners products, Out
of a total of =11 companics owned by the Khimasia's.6 sre industrial concerns

and tha rest are marketing and whbiesaling égencies.97

Probably the largest Asian industrizl complex in East Africa as
a whole (Uganda and Kenya) was that of the Madvhani groupg, Unlike the
Asian capital based in Kenya, the tladvhani group used agriculturzl production

¥ : : g .

96, This information was derived from the Annual Returns of the Registrar
General for these firms,

97. Ibid,
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and the processing of primary produbfs'ag'the basis for its accumulation.98
The Madvhani empire in Uganda was based on sugar cultivation, processing
cotton.ginneries and oil mills, all of which/es{éblished in the 1940%s and
1550's, From the profits generated from the sugar mills, the group diversified
into Steel Rolling Mills, textiles, and glass manufacture by the 1980's,
These moves into manufacturing in Uganda were a logical step to distribute
manufactured goods under protected conditions - the family had been involved
in wholesale trading and sugar processing before the Sscond War, The profits
on importing goods were diminishing rather than expanding, therefore it was

e distinct advantage to actually produce the goods within the country,
Exaetly the same mechanism applied when it came fto their extension inte Kenys

during the 1950%s

From 1955 orwards, Madvhani manufactured products had been marketed
in Kenya through huljibhai Madvhani Ltd, which has trading branches in Nairobi,
Mombasa and Kisumu, The iadvhani group took the opportunity to extend their
industrial production into Kenya during the 1950's in order to preserve their
merkets for industrial products. The group used the method of takeover, as
did many foreign firms to expand their industrial empire in Kenya. Most of
the companies which the group purchased during the 1960's were in the hands
of the receiver ano an agreement was reached between the company and the
Kenya Government that the latter would grant first option to the Madvhani
aroup for the purchase of industrial firms that had been declared bankrupt
in Kenya.g9 The Kenya Glassworks, for instance, were taken over by the
Madvhani's in 1965 from the Asians who had set up the company in 1947 in order
to preservefoéifhmaﬁéet for.glass products whichﬁyggg}“pressure from imported
products and locel producers, (In 1974, this company was estimsted to control
70/ of the Kenyan merket for glass bottles)., The Kenya Rayon Mills in 1968
was also in the hands of the receiver, having been formerly owned by Europeans,
and in 1965 the Madvhani's took over this factory which corresponded with

their Ugendan textile production, Similarly, the Associated Sugar Company

83, They were not restricted in Uganda from holding land in the same
way as the Kenyan Indians were, due to the lack of a settler presence in the
former territory. "In fact, the administretion in Uganda seems to have strongly
endpuraged import-substituting manufacture particularly in the case of basic
consumer items such as oil and sugzar even before the Second Wer,

\
99, : This information was obtained during an interview with the former
Company Secretary and a Director of “the Madvhani group in Ugandz and Kenya
on 2/8/75. s : Lo e
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. . . . o
in Kenys was formed in 1965 to take over the assstis / the former Kenya Sugar
company, which was again in the hands of the ¥ icial receiver in that yeer.

2

This enterprise also {iltted . in with their precomincnt sugar processing interests
in Uganda. In 19338, alsc the Madvhani group werz £ble to buv a majority
sharesholding (50)%) in the Kenva Towel ManuTacturasrs, who were indebted to the
Kenya Rayon Mills, thus the group were able to “urther extend their interests

ks
in textile production in Kenya.‘uo

The Emco Steel YWorks vas the only ner plant that the group invested
in during the 1960's. The demand for steel ir East Africa was such that
either the HMadvhani's had to expand their 8tezl tube manufacturing plant in
Uganda or sstablish another factory elsewhers. There was clearly an advantage
in setting up a plant in Kenya with import protection, and in 1858 they
egtablish another tTactory elsewhere. There wes clearly an advantage in
setting up a plant in Kenya with import protecticon, and in 1988 they established
=. steel plant at Ruaraska zbout 10 miles from Nzirobi., This plant supplies
the local market with steel bars,sheets, tubes, ztc, which are marnufactured
from local steel sorap. This company in 1974 supplied 70% of the steel
requirements of Kenya. The chief marketing company for the dadvhani
manufactured items in Kenya is Kemulco Ltd, which represents an.alliance
setween the”Asian industrialists and the indigenous bourgeoisiz , and provides
ah umbrella of political protection for the ground investments in Kenya.
However, the Madvhani group of companies,” (hzving been expelled from Uganda
during the Asian exodus of 1971) remain static in Kenya and their chief aim
at present, is to gradually divest themselves of the Kanyan ivestments and
transfer the capital out of the ccuntry.l02 The Chandaria group have already
transfered the contrcl of their companies in Kenya to holding companies

which are registered in tax ha\.zns such as Bermuda and the Channell Islands.

Tt becomes evident that the potential recognised by writers such
as Colin Leys of - Asian industrialists becoming an '"industrial bourgeoisie!
of a clessical Merxist type ‘was not to be re=lised.® Clearly, however, the
"empires' which have been considered here of the Chandarias®, Madvhanis'

and Khimasiad, were not insubstantial. The tot=1 value of the Madvhani's

103, Return~ of the Registrar Beneral for Madvhard Firms and interview
above..
101, The Kenyan partners were the Chairman of Lonrho and his mdther.

102, Interview with company secretary, op.ucit.
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fixed assets in Kenys and Ugandes in 1972 was estimated to be about £40 million,
T would estimate that the asset value of the Cheondaria investments in Kenya
would be a little less thzn that of the Madvhani's-somewhers between

£15-£20 million. The rezsons for the failure.of this. class to fulfil this
potential developmesnt into a 'local' bourgeoisies class are to be found in

the historical position of Asian capit=al during the colonial era, which has
been outlined zbove. Indians in Kenyz were nevsr able to control political
power either under the colonizl or nost-colonirl regime to support their
accunulation of productive cepital, and therefore never transcendsd the level
of being directly involved in their production {in terms of the management

of their sterprises) with the ownership structures being Tied to families

razther than groups of capiteliste.™ ™ This applies especially in the Kenyan
context where Asian capit=l was czught in between the other capitzls operating
in the colonial state: foreign, settler and indigenous, This contradiction

was not resolved in the post-colonial era wihen the full forces of indigenous
cepitalism were supported by the stete, to the exclusion of Asizan capital,

8o far Asian merchant capital has felt the sguecze of Africanisation pressures
and the movement of sections of the bourgeoisie into trade formerly controlled
by Indians has been quite rapid since 1971, However, although the industriazl
cepit~1 controlied by Indizns is still guite sccoure from tekeover-the Asians!
lack of political power has suppressed any moves towards expsnsion of industriel
enterprises, and most of the large groups of industrizlists =re endeavouring

to estzblish themselves as some form of "multin-tional' capitel =ttachzd to

no national boundary. The Chandaries family, for instance, have not only managed
to transfer all their cquity out of Kenya, but they have =lsc set up industrial
plants in Ethiopie.™ " This applies to the large groups of Asian industrislists
rather than the smzll scale manufacturers who might tend to remain in Kenva

for a longer period of time, although for the s=me reasons their capitsl
reproduction would be restrictad, and they cre likely ultimetely - to become

suscepkible ‘to taknover by indigenous capit:l.

ii) Foreicn Capital in Industry

It hes been notad that = highly concantreted structure of industrizl
enterprises emerged from the 1950's onwards with an increasing trend towards

‘0ligopoly. Some large companies with estmblished marketing interests in East

102, This point is illustrated by the fanmily base of most Asian industrial
groups which does not tend to perpetuste itself after the derth of demise of
the family. A national bourgeoisie #4s ultimately not tied to such 2 parroy
mode of operation.

194, For further detzils of the activitias of the Asisn 'multinationsl
corporations' see Robin Murry, on The Chandsrias. (mimeo, IDS, Sussex, 1975).
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Africa did manage to create almost monopoly conditions in that market, such

as the case of British American Tobacco which set up a manufacturing plant in
Kenya in 1957, Although, during the 1950's part of the move towards import-
substitution involved a number of firms establishing manufacturing plants

in the same commodity which meant a hot competition for the local market-.

the most notable examples in this group. are the cases of cement and paint.

It has been noted by Eglin and others that this kind. of 'retaliatory' investment
in some industrizl sectors in order to preserve various 'slices' of the market,
has given rise to an excess capacity in industry as & whole.  This has probably
been countered by the increase in demand for manufactured goods in the 1960's,
although duplications of plants within East Africa have certainly reszulted in
cases of excess capacity, one can recall tie case of the setting up of the
General Tyre.Plant in Tanzania and Firestone Tyres in Kenya within the space

of two years., The present plans for establishment of vehicle assembly plants
exhibit the same tendency towards the provision of excess capacity within

a not infinitely expanding market. This duplication of plants in the.1960's
has "led 'to the move to develop export markets, cement/aegogd example, By

the:- early 1960's the capacity of the cement industry had overtsken demand

in East Africa due to the establishment of threz cement plants in the area,

two in Kenya and one in Uganda.

The significant distiction between the pattern of foreign investment
in manufacturing enterprises before and after the war, was the move into non-
agricultural manufacturing, -(see Table 7 for the mzjor foreign investments
in the industrisl sector between 1945 and 1963), There was = general move
of British industrial capital into productive enterprises in the colonies,
the reasons for which have been alrsady outlinec. Therefore, after the war,
many British industrial firms wished to estabklish plants in the colonies in
order to control markets for their products which were previously imported.
This /...~ dncluded oil refining, cement processing, paint and varnish
manufacture,wooden brushes and household eguipment, metal containers, roofing

felts and so on, (See table 7).

Foreign investment in the food and drink manufacturing sector also
increased rapidly during this period, and on a larger scale than during the

inter—war years, due to the expansion of consumer demand after the war.

108. Eglin, op.cit., p.lo.

106, Post -~ Yar there was an enhanced level of spending power amongst
Africans due to severrl factors; the war periocd had introduced money incomes to
many in the armed services. There was a rapid rise in money wages in the
period between 1945 amd 1954 (according to M.P. Cowen 'Real Wages in Central
Kenya', mimeo, 1975, Neirobi, )
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In general there was a concentration of a few firms within each sector,
rather than a proliferation, a pattern which was encouraged by the industrial
licencing legislation after 1958. Rarely were there more than 4 or 5
foreign producers in each field, with the exeption of the textile industrv .
‘The East African Industries subsidiary of Unilever was to establish during
the 1950's, a predominant hold over the fats, soap and dstergent market,

which has lasted to the pressent,

During the 15360's the .two Kenyan .cement plants were brought under
the ownership of a dominant world cement manufacturer, Associated Portland
Cement, which was to set up a subsidiary in 1957 in Tanzania. Another company
with a monopoly hold over the East African market established in- the late
1950's was Shell=2P in the oil industry. In 12953 an oil. refinery was :constructed
by. the Shell-Bp company at Kenya's port of Mombasa at.a cost of between £20
and £50 million and the instzllation was designed to cater for the entire
0il demand of East Africa., By 1964 the plant was scheduled to.be producing
2,000,000 tons of crude per year, This was a way of securing & protected
market, as imported fuel held a tariff, and the other oil companies reached
an agreement whereby they all took an eauity shezre .of the compeny, These
other o0il marketing compaznies included Czltex, 8P, Esso znd Shell, Shell-BP
remained with the largest share in the East African 0il Refineries until
1970 when the govermment took = 5 portion of the East African 0il Company as
part of their nationzlisstion drive for basic industries. However, due to
the origional esteblishment of BP-Shell's hegemony over the oil processing
plant as 1975; this firm still controls just over 50% of oil sales in East
AFrica.lO?

Metal Box and Van Leer containers divided up the Metal containers

‘market from 1949 when they established production plants in Kenya,
Van Leer containers provided czns and contziners of a heavy duty nature
such as paints, chemicals, etc,, while Metal Box was specificelly aimed at
providing metal cans for the rapidly expanding Truit and vegetzble processing
industry. It is clear that where a proIiferation of plants occured as in the
case of ‘the paint and cement industry, the reasons for the formation of
several plants producing the same product lay in the international state of
competition within that industry. In both those ceses this led to excess
capacity for a period of about 5 years after the plants had been estzblished,

The Unilever controlled East African Industries after 1954 until the present

107, . . This information is from the 0il.Industry file in the EAS newspaper
cutting library.
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and
has maintained & .dominant-hold over the Kenyan market in fats, although its

portion of the soap markzst dropped with the advent of various other foreign
soap manufacturers such as Colgate Palmolive and Cussons in the 1960's.

The ‘East African Industries plant had the advantege of starting the first
large scele production:of hydrogenation products during the war and soap from
1956, although these products were not heavily assisted by government
protection at this point. (EAI received a suspended duty of 75 cts. per

1b weight in 1955 for its imported inputs, to support its investment in the

hydrogenation plant).

However, we have stressed that after 1958 the government. edopted
& specifically protective policy towards investment in industry which assisted
both loczl and foreign czpital alike, This assistance stimuleted foreign
investment-in the-same way as 'the Asian enterprises examined in Table 5. ~Table 6
_illustrates the correlation between the duty estzblished and the foreign
investment, after 1958 to the present: although this trend is more pronounced
after 1962, This govermment action was clearly in response to pressure
from foreign investors, although.we have. seen-:in that individual cases such
as cement, the government provided support through import protection on an
ad hoc basis,/- concession being considered a pre-reaouisite for the

establishment of new plant by most foreign invastors.

This pattern of import-substituting industrialisatieon during ths
1250's reflected quite a high degree of concentration of production among
a few firms. However, the foreign firms investing. in manufacturing in the
1950's tended to invest directly in production ts preserve their share of
the merket for that product, and this competition on occasion resulted in
several different foreign firms establishing similar plants when the market
was not yet large enough to absorb that production. In some cases this
-has continued to the presemt even given tha expansion of demand in the East

C . Q
African market for manufaoctured items.lou .

The participation of Asizn capital in the industrial sector has
been considerable, and tnei. stimulus behind thcir entry into this area in
the l=ate 1950's took a similar form to that of foreign capitzl. Competition
from other importers of various manufzctured goods encouraged the move into

direct production from wholessle trading. . The East Afrie