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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

(a) General

1. In comparison with her East African neighbours and most other developing 
countries in Africa, Kenya is economically relatively well diversified. In I963, 
Government and other services contributed 21 per cent of the monetary gross 
domestic product and the contributions of commerce, manufacturing and transport 
were each over 9 per cent. Nevertheless, four fifths of Kenya's population 
continues to earn its livelihood from the land. One quarter of total gross domestic 
product is generated in the subsistence sector, and, in the monetary sector, the 
contribution of agriculture and ancilliary occupations is 17 per cent so that, 
broadly defined, agriculture contributes about 43 per cent of total gross domestic 
product. The contribution of agriculture and livestock to the Konya economy
is brought into even sharper relief in Kenya's trade statistics, which show that 
agricultural products comprise. 70 per cent of total exports.

2. Manufacturing is the second sector with which the study will be primarily 
concerned. The output of secondary industry has, during the last ten years, grown 
fairly rapidly from £14.4 million in 1954 to £24.4 million in 1963, or at an 
annual rate of 6 .3 per cent. Certain of Kenya's manufacturing units process food
stuffs and raw materials and, in this connexion, mention may be made of canned 
meat, butter, cheese, canned pineapples, sisal products and pyrethrum insecticides; 
whilst others produce consumer goods such as beer, soap, clothing and footwear.

3« In the period 1954-1963, total gross domestic product grew at an average rate 
of 5-7 per cent per annum, whilst, for the monetary, economy alone, the growth rate 
was 6.2 per cent. It has been calculated unofficially that, during this period, 
prices rose by 1 per cent per annum so that the overall growth rate in real terms 
was in the neighbourhood of 4.7 per cent per annum. As the population was,.in 
this period, increasing by 3*1 per cent per annum, real per caput income rose by
1.6 per cent per annum. Whilst the overall rate of growth during the period - 
1954-1963 may be judged satisfactory, it should be noted that the rate of growth 
was considerably faster in the period 1954-1958 than in subsequent years, and that, 
in the recent past, it is probable that real growth in production has only been 
keeping pace with the increase in population. In 1963 per, caput income was 
estimated at £28.5•

4. Despite the growth that has been achieved and presumably because more capital 
intensive methods of production have been utilized, the availability of employment 
opportunities has not matched the growth of the labour force and, in fact, there 
was a decline in the level of employment between i960 and 1963. In 1964, the 
Government was able, in concert with employers and trade unions, to bring about an 
increase in employment but the problem, although now less acute, remains. Coupled 
with unemployment of unskilled labour is a shortage of skilled manpower which 
could, if not remedied, inhibit economic development in Kenya.



(b) The Plan

5. The principle aim of the Plan "is to improve the welfare and standard of 
living in this and succeeding generations”. The Plan emphasizes that the major 
stimulus to economic development, in the period of the Plan, would be provided by 
the agricultural sector as this alone could secure maximum utilization of the two 
factors that are relatively abundant in Kenya, labour and land. The Plan 
contemplates a total developmental expenditure of £320 million of which nearly 
40 per cent, or £132 million, would be in the public sector. Not all of this 
developmental expenditure would represent investment in fixed capital, but it 
should be noted that the average annual projected rate of gross capital formation 
of about £5 0 million per year is rather higher than the rate achieved in recent 
years.? -it is by no means over-ambitious when it is considered that similar rates 
of capital formation occurred in 1956 and 1957 when monetary gross domestic product 
was, of course, smaller.

6. The Plan's growth forecasts are based on the assumption of constant prices.
It postulates a rate of growth in real terms of 5*2 per cent per annum or of just 
over 2.0 per cent in per caput income. The rate of growth projected for the Plan 
period is higher than that achieved in recent years, but is by no means unrealizable 
particularly as, in the first half of the 19501s, annual real growth rates of
6 per cent were achieved.

7. Perhaps the most obvious conclusion to emerge from the analysis of the
financing òf Kenya's development during the Plan period is the dependence on
foreign capital inflow. Capital formation in the private sector has, in recent 
years, been running at the rate of about £20 million per annum, which has been
mainly financed from local sources. In terms of the Plan it is expected that the
private sector contribution of capital formation will be at an average annual rate 
of over £30 million and it is probable that most of the additional £10 million will
have to be provided from abroad. The fulfilment of the public sector target of
expenditure of £132 million for the Plan period will probably require foreign grants 
and loans of the order of £100 million. Foreign aid negotiated and in prospect 
covers 80 per cent of the estimated public development expenditure during the first 
half of the Plan and the Kenya Government appears sanguine as to the prospects of 
obtaining necessary aid in the second half of the Plan. Whilst, therefore, it may 
be concluded that Kenya's economic development will probably not be retarded by the 
failure of local savings to cover planned investment, it has to be borne in mind 
that, to the extent that foreign aid takes the form of loans, Kenya's public debt 
will increase. On the basis of certain assumptions it may be expected that the 
public debt will, by 1970, rise from £80 million to £l40 million of which
£120 million will be externally held. The cost of servicing the external debt will 
probably rise from its present level of 10 per cent to nearly 15 per cent of external 
exports and thus represent a significant burden.



8. Kenya Government recurrent expenditure has, in recent years, been growing 
at a much faster rate than tax revenues and there is a danger that this phenomenon 
will be reproduced in the future. Recurrent expenditure must continue to grow 
as the servicing requirements of new capital projects, such as hospitals and schools, 
increase. The growth of the public debt servicing burden would, itself, add to 
Government recurrent expenditure. On the other hand, the Government may find it 
extremely difficult to raise necessary taxes to meet this additional expenditure, 
particularly as, with the process of income redistribution, the proportion of 
taxable to total income is declining and, with the development of domestic manu
facturing, the share of the relatively highly dutiable consumer goods in total 
imports will fall. The inability of tax revenues to keep up with planned recurrent 
expenditure may, in fact, emerge as the most important limitation on the rate of 
economic growth in Kenya.

(c) Trade

9- The rapid growth of exports and the increasing dependence of the Kenyan 
economy on exports in recent years is evident from the fact that the share of total 
exports in the monetary gross domestic product increased from 23 per cent in 1955  
to 33 per cent in I9 63. Imports have risen only slowly, and» as a result, the 
ratio of imports to monetary gross domestic product declined from 51 per cent in 
195^ to 38 per cent in I9 63. The main reason for the failure of imports to grow 
significantly appears to be a decline in capital formation rather than thè develop
ment of import substitute industries in Kenya although the latter process has 
undoubtedly occurred.

10. Kenya's trade account has consistently been in deficit, but, because of the 
rapid increase in exports and much slower growth of imports in the last ten years, 
the overall trade deficit declined from £34 million in 1957 to £12 million in I963.
It should be noted,- in this connexion, that, although Kenya has invariably, in' 
recent yéars, been in deficit in her trade with countries outside East Africa, 
this deficit has partially been offset by consistent surpluses with Tanganyika and 
Uganda.

11. Kenya's exports outside East Africa consist mainly of primary commodities;
In recent years there has been a considerable shift in their composition and 
they have become more diversified. In the middle 19501 s. coffee contributed 
nearly 50 per cent of external exports but, by I963, its share was little over 
one quarter. The contribution of meat and meat preparations., tea, sisal and 
pyrethrum rose from about 20 per cent of export earnings in 1956, to 42 per cent
in 1963.

12. Kenya's exports do not appear to be handicapped by the lack of transportation 
facilities. The Mombasa/Uganda railway passes through Nairobi and is linked by 
branch lines with the more important agricultural producing centres. The port of 
Mombasa is adequate to cope with the present volume of Kenya's sea-borne exports.
The shortage of shipping refrigeration space does, however, constitute a problem 
in the export of perishables.



1 3. Because they comprise, to a large extent, raw materials, Kenya’s exports 
are not generally affected by the maintenance of barriers in the major importing 
countries. There are, however, important restrictions on consumption of coffee 
and tea in the form of both duties and internal revenue charges. In the case of 
certain processed products, such as canned pineapples and corned beef, a fairly 
extensive range of import duties are applied. Frozen beef and butter are faced 
with a wide variety of often'complex trade restrictions. It should, however, be 
noted that Kenya appears to have found satisfactory markets for frozen beef and,
to a lesser extent, butter, in Africa and the Persian Gulf area. Potential exports, 
including sisal manufactures and leather, are subject to duties not applied to sisal 
fibres and hides. Because Kenya produces high quality Arabica coffee, whereas 
the Associated States export Robusta, and because the quota system under the 
International Coffee Agreement generally inhibits the switching of sources of 
imports, Kenya is unlikely to suffer substantial detriment from the existence of 
the 9 .6  per cent preference in the EEC in favour of coffee from Associated States.
On the other hand, the 10 per cent duty provided for in the Common External Tariff 
of the EEC on wattle-bark extract may be regarded as potentially harmful to the 
Kenyan industry, particularly as quebracho, wattle's major natural competitor, will 
enter the EEC duty free. A large range of Kenya's products enter the United 
Kingdom market with a preferential tariff margin against non-Commonwealth suppliers 
and usually under conditions of duty-free entry. However, because her exports 
are already fairly well diffused geographically, Kenya would not, generally, suffer 
damage from the loss of the United Kingdom's preferences particularly if they were 
accompanied by similar duty reductions in the markets of other major importing 
countries. However, there may be products, and one might mention in this 
connexion, corned beef and leather, where the loss of the United Kingdom's pre
ferences could have detrimental effects on Kenya's exports. Kenya may be 
expected to benefit from international efforts, such as those being undertaken in 
the context of the Kennedy Round, to reduce barriers to trade.

14. In order to give added impetus tó exports of agricultural products such as 
butter and frozen beef, and of manufacturers, the Kenyan Government may wish to 
give consideration to the advisability of expanding its trade representation and 
in particular to the placing of a trade commissioner in Aden and/or Bahrein.

1 5. Kenya, Uganda and the Tanganyika portion of the United Republic of Tanzania 
constitute a de facto East African customs union and share a common currency.
Goods produced in or imported into one of the three countries, generally, pass 
freely Into the others and they maintain, with limited exceptions, a common 
external tariff against third countries. Kenya's interterritorial (intra-customs 
union) exports amount to nearly one third of her total domestic exports and have 
been growing rapidly. In 1950, they amounted to no more than £3 .6 million but by 
1963 were valued at £19.8 million. The structure of Kenya's interterritorial 
exports differs considerably from that of her exports outside the area. Whereas 
in the case of èxtemal trade, food and crude materials contribute nearly
90 per cent of the total, their share in interterritorial exports is only
25 per cent. Manufacturers account for only 5 per cent of external exports but
45 per cent of interterritorial exports.



16. Despite the overall benefits of the existence of a single East African market, 
with its evident advantages for industrial development,; the customs union has given 
rise to certain problems which derive from the fact that, in the past, industriali
zation has centred in Kenya which has therefore obtained an unequal share of the 
gains from the Union in terms of manufacturing output and tax revenues. Steps have
been taken to redistribute certain tax receipts from Kenya to the other; two countries
and, more recently, to bring about a more even spread of manufacturing production 
among the three East African.countries. It is suggested that the Kenya

Government might wish to discuss with the Governments of Tanzania and Uganda:

(a) the possibility of removing restrictions on intra-East African trade 
on certain foodstuffs produced in all three countries, and

(b) so as to avoid anomalies within the customs union, the joint
negotiation of trade agreements with third countries.

17. The Plan contains, projections for Kenya's trade and balance of payments for 
I97O. Exports are expected to increase by about 4.75 per cent per annum, a much 
slower rate than achieved in the recent past. Although it is one of the aims of 
the Plan to bring about some degree of diversification of the economy this will not, 
in terms of the export forecast, be reflected in export figures by 1970. In 1962, 
the six most important export commodities contributed about 50 per cent of total 
exports. By 1970, it is projected that the six major export commodities will con
tribute 60 per cent of the total in that year. The Plan projects that imports will 
rise at about the same rate as exports so that the trade deficit in 1970 will be 
higher than it is at present. The Plan also forecasts that the surplus on invisible 
account will rise from £12 million to £15 million and that, by 1970, the deficit on 
current account will amount to £9.4 million. As has already been mentioned, it 
seems probable that Kenya's requirements of foreign capital inflow, both loans and 
grants, will be in the neighbourhood of £25 million annually so that, should the Plan 
projections substantially correspond to the actual situation in 1970, Kenya will 
enjoy a balance-of-payment surplus of some £15 million.

18 . Among implications of the Development Plan forecasts regarding'trade "and" pay
ments ■is the fact that,' in 1970, the !economy will be only slightly less export orien
ted than it is today which means that export realizations, particularly for the major 
crops, will continue to have a substantial impact on the internal economy of Kenya.

19. The Plan's projections are, as noted, based on the assumption of constant prices, 
both in the domestic economy and as regards exports. Should this assumption prove
to be incorrect in practice'and export commodity prices be lower than anticipated, a 
number of harmful effects on the economy may be expected. In such an event, the 
growth targets for production would not be achieved and lower income levels would 
ensue, with depressing effects: on demand for local, products and the level of employ
ment; on domestic savings, required for capital formation; on imports, which will 
continue to be an important source of revenue; and on the size of the tax base. 
Commodity prices, through their effects on export earnings, will, therefore, play an 
important, perhaps even a crucial, role in determining the speed with which Kenya can 
develop her economy and raise the living standards of her people. Generally, mea
sures aimed at the removal of trade barriers can only have beneficial effects in 
this regard. " ... .....



SECTION 1

ECONOMIC SUMMARY

1. The data set out below are derived from the text of Annex I which provides a 
survey of the main features of the Uganda economy and may be referred to by the 
reader previously unacquainted with the country.

Population

Area

Arable land

9 .I million: rate of increase 3.1 per cent per annum

225 .000 square miles

31 .000 square miles

Gross domestic product

1963 Total gross domestic product 
Monetary economy

£260 million 
£93-3 million (74 per cent)

Contribution of sectors to gross domestic product

Agriculture 38*5 per cent (12.8 per
cent in monetary 
economy)

Rate of growth

Per caput income 

Capital formation

Commerce
Government
Transport
Manufacturing
Other

1954-1963

Estimated

(1963)

1 2 .3 per cent
11.4 per cent 
9*5 per cent 
9.4 per cent

1 8 .9 per cent

5.7 per cent at current 
value

4.7 per cent at constant 
prices

£28.5

1963 (provisional) £19.6 million (15 per cent of monetary gross domestic product) 
of which: public sector 3 2 .8 per cent.

Trade

1963 Total domestic exports 
Total imports-
Exports to East Africa 
Imports from East Africa 

Re-exports

£6 3 .6 million 
£8 2 .9 million 
£19.8 million 
£9.7 million 
£7.1 million

Composition of exports outside East Africa:

Coffee, unroasted 
Sisal fibre and tow 
Tea
■Pyrethrum flowers and extract 
Meat and meat preparations

25 per cent 
17 per cent 
13 per cent 
7 per cent 
6 per cent

"Stenya is a member of an East African Customs Union which comprises, in 
addition, the Tanganyika portion of the United Republic of Tanzania and Uganda.



SECTION 2 

THE DEVELOPMENT PLAN IN OUTLINE

Aims and objectives

2. Following the Report of the International Bank for Reconstruction and
six-

recommendations contained in the IBRD Report. The principal aim of the Plan "is 
to improve the welfare and standard of living of the people in this and succeeding 
generations”. The Government's specific economic objectives include the stimulation 
of economic growth at a rate higher than the growth in population.; the reduction 
of the depèndence of the economy on factors external to East Africa by diversifying 
exports and encouraging import substitution; and greater African participation 
in economic affairs.

5- The Plan lays down certain priorities which the Government proposes to adopt 
in the implementation of economic policies. It emphasizes that the major stimulus 
to economic development in the period of the Plan would be provided by the agricul
tural sector, as this alone could secure maximum utilization of the two factors 
that are relatively abundant in Kenya, labour and, to a lesser extent, land. The : 
aim of the Government is therefore to evolve agricultural and industrial policies, 
which, while recognizing the mutual dependence of the two sectors, will take 
cognizance of the preponderant role which agriculture has to play in the Kenyan 
economy. In the field of agriculture, the pattern of production is to be determined 
on the basis of the export potential of the products. In the case of industrial 
development, however, in view of the difficulties which are likely to be 
experienced by the new industries in finding markets outside East Africa, production 
is to be directed towards satisfying domestic demand through import substitution.

4. The Government of Kenya announced, on its publication, that the Plan would 
immediately undergo a process of revision and that, if necessary, a revised 
version would be published in the course of I965.

Growth targets

5* The Plan contemplates a total developmental expenditure of £320 million, of 
which nearly 40 per cent, or £132 million, will be in the public sector and the 
balance in the private sector. The capital output/ratio in Kenya is estimated

"*""The Economic Development of Kenya" : The Johns Hopkins Press, Baltimore,

1963.

2
"Development Plan 1964-70": Government of Kenya. (Henceforward usually

referred to as "the Plan".)

Development which visited Kenya in 19621, the Government of Kenya drew up a 
year Development Plan (1964-70)2 whose priorities follow closely the main



at 2.5:1, and, on the basis of this ratio, it is calculated that the gross 
domestic product would increase, dùrliig the period-of-the Plan,--by about 
£121 million (from £24) million in 1962 to about £364 million by 1970) giving an 
annual average rate of growth of about 5«2 per cent.1 As population is expected 
to rise by 3 per cent per annum during the. period, the per caput product. at 
constant prices would rise by about 2 to 2.2 per cent per annum.' It may be : 
recalled in this connexion that gross domestic product at current values grew at 
an annual compound rate of 5.7.per cent between 1954 and 1963, although during 
the last five years (1958-6 3) the rate of growth doclined to 4.6 per cent per 
annum. However, as the Plan generally assumes constant prices, it would.perhaps 
be more relevant to compare the postulated rate of growth of 5*2 per cent per 
annum with past rates of growth at constant prices. It is estimated that, in the 
përiod 1954-6 3 gross domestic product increased by 4.7 per cent in real terms' 
and during the shorter period, 1958-6 3, by 3-6 per cent. The Plan therefore 
projects a faster rate of real growth than has been achieved in the recent past 
but this growth target would certainly seem capable of realization particularly 
when it is recalled that, during the përiod 1954-58, the real, rate of growth was 
in the neighbourhood of 6 per cent per annum.

6 . Table 1 indicates, by sector of the economy, the target rates of growth 
visualized in the Plan. The rate of growth of agriculture in the monetary sector 
has been calculated on the basis of the estimated production of major commodities. 
With the notable exception of coffee, it has been assumed, in regard to agricul
tural commodities, that export prices will remain at the 1962 levels. As about 
80 per cent of marketed agricultural product is exported, the attainment of the 
growth rate will largely depend on whether or not Kenya is able to obtain 1962 
prices for its major export commodities. Between 1954 and 1963 the index of 
export prices declined by l8 per cent, and a further decline in prices would be a 
serious obstacle to the attainment of aerioultural and. total targets.

7. On the attainment of the targets in the manufacturing sector, the Plan 
states that ”value added by manufacturing should grow at a substantial rate over 
the period, but the rate is heavily dependent on the investment of private funds 
and the growth of interterritorial trade” and adds that "the rate depicted in the 
table has been adjusted to reflect reasonable expectations in this regard"';̂ ' •

The Plan states that ”limited evidence’ suggests that the nation's capital' 
output ratio, the additional capital formation needed to increase output by - -
£1, may lie between £2.5 and £3 during the Plan period. This compared with 
ratios of 3 or 4 to 1 for advanced industrial countries and with 2.6 for Ceylon,
2.3 for India and 2 .3  for Malaya". (Development Plan of Kenya - page 21,)

2 ' ' 1 
Development Plan 1964-70, Government of Kenya - pages' 130-131•



Table 1

ESTIMATED RATES OF GROWTH IN GROSS DOMESTIC'PRODUCT BY SECTORS
OF ECONOMY .. .

Sector

I Contribution to Gross 
Domestic Product

£ million

Annual Rate of . 
Growth

Per cent

1962
Actual

1970.
Estimated

1962-70 1954-63

Monetary sector 

Agriculture and livestock 37.79 63.95 6.8

(current
values)

5-5
Forestry O .95 1.64 7 .0 •'3.2
Fishing and hunting O .81 1.17 4.7 -4*1
Manufacturing 23.04 34.82 5.3 6 .3 •
Mining and quarrying 0 .82 1.05 3 .0 0
Construction 6 .7 6 9-99 5.0 -2 .2
Wholesale and retail trade 3 0 .02 39-24 3.4 4.4
Banking and insurance 4.01 6 .8 8 7 .0 1 2 .9
Government services 28 .02 39.85 4.5 9 .0
Electricity and water : 2 .9 8 5 .8 0 8.7 1 2 .9
Transport, storage and 

communications 22 .21 37.32 6.7 8 .6
Rents 8.39 13 .6 9 6.3) 6 .8
Other services 14.21 25.34 7-5)

Total monetary sector 180.01 280.74 5.7 6 .2

Subsistence sector 63.3 83.7 3.5 4.3

Gross domestic product

i
243.3 364.4 5.2 5.7

Source : Development Plan, 1964-70,



Allocation of investments'1-

(a) Public sector

8. Of the total developmental outlay of £320 million, about 40 per cent, or 
£152 million, will be in the public sector. Table 2 shows the sectoral alloca
tion of public investment. The importance attached to agricultural development
is evident from the fact that nearly 33 per cent of the public developmental..
outlay will be on agricultural development, land consolidation, irrigation and 
development of settlement schemes. Basic services including transport and power 
account for nearly 4l per cent and social services such as education and health 
for a further 12.5 per cent, The responsibility for expenditure in the public 
sector is divided between Government and the public autonomous organizations 
such as the East African Common Services Organization, Tana River Development 
Company and the Development Finance Company. Of the total public outlay of 
£132 .million Government will undertake expenditure of £80.6 million, and the 
public autonomous organizations £5 1 .6 million.

(b) Private.sector

9. The Plan calls for a total investment. of £188 million in the private sector 
for the development of agriculture, industry, commerce and other services. As : 
nearly 60 per cent of the total developmental expenditure during the Plan period 
will be by the private sector, the attainment of the growth rates visualized in ■ 
the Plan will to a large extent depend on whether investment of this magnitude 
is forthcoming. The target laid down in the Plan for investment in the private 
sector.implies that gross private capital formation during the Plan period will 
have to be about £31 million per annum. In the past, particularly during the 
boom years of 1956-57, the average was about £30 million, but, in recent years, 
especially since I960, because of the political uncertainties, there has been
an absolute fall in investment in the private sector, and the total declined to 
£19.6 mi 11 ion- -i-n I9 6 3......... ..... —   ....

10. An assessment of the impact of the Plan in the different producing sectors , 
and on the major commodities, especially those entering, or likely to enter, 
into Kenya’s foreign trade, is contained in Annex II. The Annex also sets out, 
particularly in relation to the major export commodities, certain background 
material which, it is considered, might be useful in facilitating understanding 
of production and marketing problems confronting Kenya.

The investment figures mentioned include the cost of replacement of equip
ment but exclude inventory changes. It is probable that between one quarter and
one third of investment will be absorbed by replacement.

\

2
Government development expenditure figures do not relate solely to physical 

capital formation but include expenditure on non-capital but non-recurrent schemes, 
such as particular research projects and surveys, and to central Government trans
fers to other publio institutions (£10.9 million). It should also be noted that 
the figure of £132 million covers £8.8 million for settlement (see Annex II) which 
cannot be classified as capital formation.



Table 2

Sectoral Allocation of Developmental Expenditure - 1964-70

1 ' 
Government

2
Public
Bodies

3
Total 

(1 2 )

4
% of Total

AGRICULTURE AND IRRIGATION

Agricultural development 
Livestock
Agricultural Finance Corporation/Land 
Bank 

Land settlement 
' Land consolidation 

Land reclamation 
Irrigation 
Government lands

2,540
1 ,0 0 1

1 0 , 2 0 0
13,084
2,503
1,827
7,617
150

1,466
1,005

2 , 0 0 0

4,00b
2 , 0 0 6

1 2 , 2 0 0
13,084
2,503
1 ,8 2 7
7,617

150

3.0
1.5

9.5 
9 -9  
1.9 
1.4 
5-8 
0 . 1

I T ETotal agriculture and irrigation 38,922 4,471 4 3 , 3 9 3

NATURAL RESOURCES Ì

Forests 
Fisheries 
Mines and geology 
Water supplies

Total natural resources

3 , 2 0 0
250
263

- m

3 , 2 0 0
250
263

5,555
f;H8

2.4
0.2
0.2
4.2

“TTö

COMMERCE AND INDUSTRY

Major industry
Small industry and commerce

Total commerce and industry
277
277

4,500 
446 

4‘, 9IT6

4 , 5 0 0
623

5 ,1 2 3

3.4

TOURISM 966 ..966 I; 2 ....

BASIC SERVICES ;

Roads
Airports
Railways and harbours
Posts
Power
Information and broadcasting
Buildings
Local authorities

5 , 1 2 0
1,214

683
2,453
6 , 0 0 0

1 , 7 0 0

14,200
2,310

2 0 , 5 0 0

6 , 8 2 0
1,214
14,200

2 0 , 5 0 0
683

2,453
6,000

5.2
1.0
IO.7
I .7
I5 . 5
0.5
I .9
4.5

Total basic services 1 5 , 4 7 0 3ti,7l0 54,180 41.0

SOCIAL SERVICES

Education
Health
Housing
Community development 
National Health Service

6 , 3 0 0
3,845 
2,460 

260  
, 85

3,483
100

9,783 
3,945 
2,460 

260  
85

7.4
3.0
1.9
0.2

Total social services 12,950 3,503 lb,533 12-5

SECURITY AND DEFENCE 2,770 2,77.0 2.1
Total public sector expenditure ti0,623 51,610 132,233 100

sectors:

Agricultural development: 
Livestock:
Agricultural credit:
Major industry:
Small industry:
Roads:
Railways and harbours: 
Posts:'
Power:
Education:

Source : Development Plan

Kenya Tea Development Authority
Kenya Co-:operative Creameries, Kenya Meat Commission
Agricultural Finance Corporation
Development Finance Company
Industrial Development Corporation
To be financed through contractor finance
East Africa Railway and Harbours Administration
East Africa Posts and Telecommunications Administration
Tana River Development Company Ltd.
University College of East Africa

1964-70 Government of Kenya.



  •: • SECTION 3

FINANCING DEVELOPMENT

11. The aim of this Section is to provide a brief summary of the sources
of finance for'development and in particular to highlight the rôle of foreign
aid and Government revenue derived from trade. -V • '  ,vL. ,■*

Private investment ■

12. As noted in the preceding Section,. the Plan calls for gross capital 
formation- in the private sector of £188 million or an average of £51 million 
per annum]as compared'with £20 million in recent years. The Plan itself 
provides no breakdown of private capital ..between domestic and foreign and, 
since, in view of the fact that no official estimates of the balance of 
payments have been published for Kenya , no reliable figures are available . 
to show the inflow of private capital in past years, it would be difficult
to attempt- a calculation of the proportion of the private capital require- -
ments in the years of the Plan which will have to be supplied from abroad.
It is thought that in.recent years the bulk of private capital formation 
has been financed from domestic savings but it can be expected that a large, 
portion, perhaps as much as a quarter, will have to be financed from abroad 
during the Plan period.

Public sector, other than Government

1 5. There is provision in the Plan for investment of £5 1 .6 million by public 
institutions, other than Government. The largest individual undertaking by a 
public corporation is the £20 .5 million hydro-electric project on the 
Tana River to be undertaken by the Tana River Development Corporation Ltd.
The Kenya Government, which is' participating in this venture with two private 
firms, will be subscribing one third of the amount. East African Railways 
and Harbours will, in the terms of the Plan, be investing £14.2 million and 
East African Posts and Telecommunications £2.3 million. Both these services 
are self-financing and the financial aspects of their activities are described 
in Annex III.

^Except for 1962; see Table 11.
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14. Public agencies in the agricultural sector which will be embarking 

upon development projects during the Plan period, include the Kenya 
Co-operative Creameries, the Kenya Meat Commission, and the Kenya Tea 
Development Association. It is intended that, apart from the Kenya Tea 
Development Association, which will finance certain of its projects in 
participation with private interests, expenditure by these bodies will be 
paid for from their own operating surpluses or from cesses on production. 
Mention should also be made óf the Industrial and Commercial Development 
Corporation, which will be providing finance to both large and small-scale 
industries and to traders to an amount of £4.8 million^which it is to 
receive' through transfers from the Central Government. In all, the 
-Central .Government will, in terms of the Plan, be responsible for trans
ferring directly to, or guaranteeing the borrowing by, public institutions 
to an amount of £1 5 .3 million.

Government

 (a) The development budget

15. . Table 3 below indicates the manner in which Kenya Government development 
expenditure has been financed in recent years. Two trends are immediately 
discernable: firstly, after 1959/60, the contribution of local savings to 
Government development expenditure declined markedly from 42 per cent to
an average of 13 per cent; secondly, the proportion of grants to loans■has 
been rising steadily from less than one fifth in 1959/60 to over one half 
in 1963/64.

£4.5 million of this amount is to cover a transfer from the Industrial 
- and Commercial Development Corporation to the Development Finance Corporation 
for investment in large-scale ventures.

i‘ - '  Sfede up as follows: Industrial and Commercial Development Corporation
*£4.9 million, Tana River Development Company £6.8 million, and educational 
bodies £3.5 million.
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Table 3

KENYA GOVERNMENT - DEVELOPMENT ACCOUNT

I959/6O I96O/6I 1961/62 1962/63

1963/64 1964/65
Revised Esti- 
Esti- mates 
mates

Expenditure"1' 8,105 7,677 7,155 9,397 14,689 14,640

Grants from abroad

Colonial Development 
and Welfare 

ICA 
. Other

842
112

85

1,572
16
35

2 ,272
18
120

3,742
136
79

4,063
347
124

3,590 
■ 134 

7453

1,039 1,623 2,410 3,960 4,533 4,469

Loans raised
p

UK Exchequer 
IBRD
West Germany 
Others raised abroad 
East Africa market issues 
East Africa non-market issues

3 ,0 0 0

371
1,747
416

5,330
394

394
301
103

4,445
689

l6l

291
72

5,386
642
682
35

1

' 5,234 
1,440 

1,579 
80

36

6,704

359
305
360

400

5,533 6 ,522 5,658 6,745 8,369 7 ,828

Miscellaneous

Development project earnings 
Other
Export duties

240
760

172
859

159
1,029

212
480

312

1,533
240

V \817
700

1,000 1,031 1 ,188 693 2,085 1,791

TOTAL 7,572 9,176 9,256 11,395 14,987 14,088

Proportion from local sources 
(East Africa loans and miscel
laneous ) 42% 16% 17% e?o 14% 13%

Excludes transfers to recurrent account.
2
Includes Commonwealth Development Corporation Loans.

3
Includes £500,000 from People's Republic Of China.

4
Includes contributions by Commercial banks for National Assembly (£225,000) and 

East African Currency Board profits (£560,000). '

Sources: Statistical Abstract 1964.
Development Estimates 1964/65.



16» The Plan contains a projection of sources of finances for Government 
development expenditure for thé first three fiscal years of the Six-Year Plan 
period. This projection is reproduced on Table 4 below and shows that 
during the first three fiscal years of the Plan period the contribution 
of local sources amounts to only 9*1 per cent.-*- The Plan states that:

"... it would be extremely advantageous to increase substan
tially the proportion of development financed locally and the 
Government is taking steps to achieve such an increase. By 
1967/68 it is expected that the National Provident Fund will 
begin investing large amounts in Government stock and by 1969/70 
this should provide upwards of £2 million per annum for development, 
bringing the total of local sources to over £3 million per annum,
23 per cent of estimated expenditure. In addition, possible new 
sources of taxation for developmént will be kept under considérâtion.*'

Table 4

FINANCING OP KENYA'S GOVERNMENT DEVELOPMENT EXPENDITURES, 1964/65 TO 1966/67

£ million % of total 

Local 3 .9  9 .1

Surplus of Government revenues over
recurrent expenditure 3.0 7.0

being negotiated •9 2 .1

Foreign 34.4 8O .5

• available loans and grants I8 .5 43.3

being negotiated ' 1 5 .9 . ■ 37.2

Still to be found 4.5 10 .5

Total Government Development Expenditures 42.7 100.0

Source: Development Plan 1964-70, p.. 125

1This percentage may in fact be increased if finance falling into the 
category "still to be found” is supplied from local savings.



17. The key rôle of foreign aid in the implementation of the public sector 
of the Development Plan is recognized in the Plan , in which it is 

stated:

"it is evident that for the foreseeable future the Government 
will be dependent on external aid to fulfil its development plans.
The single most important source of funds has been and will continue 
to be the United Kingdom, but important amounts are also anticipated 
from the World Bank and/or International Development Association, 
the United States Agency for International Development, the Soviet 
Union, the People's Republic of China and the governments of several 
other nations or their agencies. The finance already in prospect 
from these sources allows considerable optimism that the first 
three years of this Plan can be completed on schedule. Projects 
such as major irrigation schemes, which are prominent over the 
latter half of the planning period, present excellent vehicles 
for the continued interest of overseas aid donors in Kenya's
development. Prospects for financing the latter half of the
Plan are therefore considered promising.” V-:. .•

.18. It should be noted that the Central Government's requirements of 
finance are in fact higher than its own development expenditure plans would 
indicate. It will bo responsible for negotiating and guaranteeing - ■
finance for certain projects in the public sector outside Government.-*- It 
may therefore be calculated that, in addition to the £42.7 million required 
for the Central Government’s own expenditure in the first three fiscal years, 
it will be called upon to provide or guarantee about £7*7 million for public sector 
institutions (half of the £15.3 million estimated for such Central Government 
guarantees for or loans to public institutions). Moreover, during the period of 
the Plar̂  an element of Kenya's public debt will require conversion. This" -
conversion requirement is particularly heavy in the first three fiscal years,
amounting to no less than £9*9 million, of which £6.8 million falls within the 
period I965/66;2 in all, therefore, Kenya will probably require foreign aid 
to the public sector of nearly £60 million during the first three years of the 
Plan's life.

See paragraph 14. above. . . ...

^These debt conversion figures include conversion of liabilities for 
which the Central Government has provided a guarantee which is likely to be 
called upon. .



(b) Public and debt and debt servicing burden

1 9. It would seem that, as a result of development expenditure incurred during 
the Plan, the Kenya Government's debt will rise by 1970 from its present level 
of £80 million"*" (£62 million externally held) to' £140. million, of which over 
£120 million vould be externally held.^ The Plan itself, whilst not discussing 
the evolution of the public debt, contains an estimate that the debt servicing 
burden will increase during the same period from £4.3 million to £9 .6 million.
It may be assumed that, of this latter figure, £8*0 million will be paid to 
foreign debt holders or into external sinking funds and that the proportion
of foreign debt.servicing to external exports will rise from the current rate 
of 10 per cent to 15 per cent.

(c) Recurrent budget

20. Not only will Government borrowing for development cause an increase in
the debt servicing burden as already mentioned, but development projects themselves 
will inevitably lead to additional recurrent expenditure is being incurred; doctors 
and nurses will be needed to run new hospitals and teachers to staff new schools, 
etc. Whilst it can, of course, be expected that tax revenues will grow, there 
are a number of reasons for assuming that, as in the recent past, the Government 
will have difficulty in ensuring that recurrent expenditure is matched by the 
current revenue.^ Although it is projected in the Plan that gross monetary 
product will rise by 56 per cent during the Plan period, it is unlikely that 
receipts from direct taxation, which currently contribute 38 per cent of all 
tax receipts, will increase by a similar amount. The main reason for this
assumption lies in the fact that there already exists a tendency.for income to
be spread more evenly throughout the population with a result that the ratio 
of taxable to total income is declining. Although it is expected that, by 
I97O, imports will be 4-5 per cent greater than in 1962, receipts from .import 
duties, which now amount to about 37 per cent,of tax receipts, will not grow
at anything like this rate. The reasons for this are twofold: firstly imports
of consumer goods, those items which bear higher duties in the common 
external tariff, will in terms of the Plan increase by only l6 per cent; and 
secondly, it may be expected that Kenya's East African partners will supply a 
growing proportion of her imports of consumer goods to the detriment of import

. ^Against which the external assets of the Kenya Government, including 
sinking funds, amount to some £12 million.

2
This calculation is based on the assumption that the present pattern of 

grants and loans in public sector aid will be reproduced in future years. The 
debt figures for 1970 include Government guaranteed debt incurred by public sector 
institutions except EACSO.

3
In this connexion it may be noted that recurrent expenditure of the Kenya 

Government increased by about 20 per cent between 1959/60 and 1963/64 (or at the 
same rate as monetary gross domestic product) whilst revenue grew by only 14 per 
cent mainly because of stagnation in the level of receipts from direct taxes.



duty receipts. On the other hand the process of income redistribution, combined 
with a general growth in incomes, will give rise to higher earnings from excise 
duties whose current contribution to tax revenue is 17 per cent."*" Export taxes 
on coffee and sisal were only introduced in Kenya in May 1964 and do not play as 
important a rôle in Government finance as they do in the case of Uganda, where 
their contribution to revenue is currently about JO per cent. It was estimated 
in June 1964 that receipts from export taxes would, during the current fiscal 
year, contribute 4 per cent of Kenya’s revenue from taxes but it is quite possible 
that yields from export taxes may in future years,as a result of declining 
commodity prices, fall below the £1.4 million estimated for 1964/6 5. The Kenya 
Government is, during the fiscal year 1964/65, receiving £1.25 million of direct 
support for the recurrent budget in the form of grants from the United Kingdom 
but it has stated that it would not expect this arrangement to be continued in
1965/6 6.

Conclusions

21. Perhaps the most obvious conclusion to emerge from the foregoing is the 
dependence of Kenya on foreign capital inflow to finance her Development Plan.
The private sector will require foreign capital, particularly to ensure the 
expansion and diversification of the manufacturing sector. The fulfilment of 
the public sector target of expenditure of £122 million will require foreign 
grants and loans of the order of £100 million^ an amount considerably in excess 
of the import component of such expenditure which will probably be less than 
£60 million. In all, Kenya's foreign capital requirements during the six-year 
period 1964-70 will probably amount to £150 million or, on average, £25 million 
per annum.

22. The Plan contains a balance-of-payments projection for 1970, according to 
which the deficit on current account, after interterritorial trade has been taken 
into account, will amount to some £9 million, a figure considerably lower than 
the probable foreign capital requirements of £25 million, and it may be concluded 
that Kenya!s economic growth is more likely to be impeded by a savings than by a 
foreign exchange gap.^

Receipts from excise duties could, of course, be augmented by extending them 
to a wider range of locally produced consumer goods; such a policy may appear 
desirable in view of the probable failure of receipts from import duties to grow 
significantly. In the 1964/6 5 budget, soft drinks were added to the list of 
excisable products which includes beer, sugar, cigarettes and matches.

2
Including EA0S0 borrowing which would not add to public debt of Kenya and 

the servicing of which would not be a charge to the Kenya Government.

-3
In view of the common currency arrangements in East Africa,the foreign 

exchange gap would of course, in any event,have to be manifested on an East African 
basis. (See Annëx III.)



25« Table 4 indicates that foreign aid negotiated and in prospect covers 
80 per cent of the estimated development expenditure during the first half 
of the Plan and the quotation from the Plan itself, in paragraph 17, shows 
that the Kenya Government appears sanguine as to prospects of obtaining 
necessary aid in the second half of the Plan. However, on the basis of 
projections in paragraph 19, Kenya’s public debt will have more than doubled 
by 1970 and the cost of servicing it will increase by 80 per cent. The cost 
of servicing the external debt will rise from its present level of 10 per 
cent to nearly 15 per cent of external exports and thus represent a significant 
burden. However, as noted above, the foreign exchange gap is unlikely to be ■ 
a crucial limitation during the Plan period. A much more serious problem 
would seem to be that of raising revenue to meet recurrent expenditure and 
the public finance gap may therefore emerge as more important than the savings 
gap as a brake on the rate of economic growth in Kenya.^

24. In a study such as this, oriented towards the trade aspects of development, 
it would be relevant to consider, in general terms, the impact of trade on 
Kenya's aid requirements and on' public finance. Exports constitute 55 per 
cent of gross monetary product and obviously changes in their value would 
have significant repercussions on the levels of incomes, expenditure, savings 
and taxation. The Kenya Plan has projected quantitative targets for its 
major export commodities and, on the basis of these, and assuming, except 
in the case of coffee, constant prices, an export projection for 1970 has 
been made. Should the price assumptions underlying the projections be 
rendered invalid in practice there would be certain obvious effects on other 
Plan targets. Assuming that prices higher than those currently prevailing 
are obtained and the quantities exported remain as projected, the following 
consequences could be expected:

^Recognition of the problem is contained in the Plan itself, wherein 
it is stated that ”if additional revenue cannot be found to cover this 
(additional) expenditure, it may be necessary to rephase the Plan”.

See Table 10.-



(a) there would be some reduction in the projected balance of trade gap 
but not of the same magnitude as the additional export earning as 
imports of consumption goods would rise"*";

(b) because of greater purchasing power there would be an increase in 
internal demand for local, produce;

(c) the volume of local savings would rise and thus lessen the reliance 
for financing, in both the private and public sectors, on capital 
inflow from abroad^;

(d) to the extent that the Government can employ local saving for develop
ment, the external public debt and the burden on the balance of payments 
of servicing it would be commensurately diminished; and

»

(e) whilst there would seem no reason to assume that higher export receipts 
would lead to an increase in Government recurrent expenditure they ■ 
would have a beneficial effect on revenue directly, in the cases of 
coffee and sisal, through export taxes, and indirectly by enlarging 
taxable incomes and generating additional dutiable imports.^

Conversely, of course, a decline in prices leading to lower external export 
earnings would have opposite.and harmful effects on the economy.

There would also be an increase in profits remitted abroad with the 
implication that the deficit on current account would not be reduced pari passu 
with the reduction in the trade gap itself.

2
Particularly as the propensity to save on income from exports is, in all

probability, higher than the average for total income.

3 ’It is however, perhaps worth recalling that some of the increased revenue
would be distributed to Kenya's East African partners (see Annex III). It
should also be noted that an increase in interterritorial as opposed to external
imports would not produce higher yields from customs duties.



SECTION 4 .

EXTERNAL EXPORTS1

(a) General

25. The aim of this Section is to investigate past trends and likely 
future developments in Kenya’s exports. In particular, an attempt will be 
made to delineate the particular problems Kenya faces in respect of barriers 
maintained by her trading partners. The Plan contains projections for 
trade in 1970^ and estimates of the quantitative trends in respect to 
major export commodities, which, on the basis of certain price assumptions, 
have been converted to value estimates.3 The Plan, it its projections, does 
not distinguish between external and interterritorial exports.- However,--
as their commodity composition is different, external and interterritorial 
exports can be dealt with separately.

26. Kenya's exports do not appear to be handicapped by lack of transport 
facilities. The Mombasa/Uganda railway passes through Nairobi and the 
major - productive regions of the country. Branch lines run from this railway 
to the more important agricultural producing centres. The port of Mombasa 
is adequate to cope with the present volume of traffic which includes, apart 
from the vast bulk of Kenya's external exports, nearly all Uganda's overseas 
trade and about one third of Tanganyika's.

27. ■ Kenya's external exports have more than doubled between 1954 and I963 
with an average annual rate of increase of 9*5 per cent. This rather 
remarkable growth was achieved despite a decline in the index of export unit 
values by 18 per cent. Thus, in contrast to the trend in most developing 
countries, the.contribution of exports to gross monetary product has risen ' 
from 18 per cent in 1954 to 23 per cent in 1963. Table 5 below shows the 
major commodities entering into Kenya's external export trade,- both by 
value and percentage contribution.. The table demonstrates that Kenya is,, 
in comparison at least with her East African neighbours and with many other 
African States, relatively fortunate as regards the diversity of products 
exported. However, it should.be noted that three products, coffee, sisal

.KerçfiV s; „foreign trade _is officially designated _either "interterritorial" 
or "external" to distinguish between.trade, respectively, within and outside 
the East African customs union. This convention is followed here.

2
See Table 11 below.    — ......

See Table 10 below.



and tea contribute over 50,per cent of total exports, and that two thirds of her 
exports comprise the three aforementioned products7 pyrethrum and meat and meat 
preparations. The table also indicates that the relative importance of coffee 
has been declinine since the middle 1950"* s, as a" result' of increased production of 
tea and sisal. The table further reveals the dependence of Kenya on her 
agricultural exports. Apart from sodium carbonate, all the individual 
items listed in the table are derived from agriculture, livestock or forestry,

Tabie 5

KENYA ’S PRINCIPAL EXPORTS OUTSIDE EAST AFRICA

values in £ million

1953 1955 1959 1961 1962 1963
Value % Value % Value % Value fo Value % Value

Coffee, not roasted 6.7 34 8 .9 35 10 .6 32 10 .6 30 10 .6 .28 11 .0 25

Tea • 9 5 2 .8 11 3 .6 11 4 .0 11 5.2 14 5-7 13

Sisal, fibre and tow 2.5 13 2.0 10 3 .5 10 4.2 12 4.3 11 7.5 17

Pyrethrum: flowers 
and extract .6 3 1.2 5 2.2 7 3 .1 9 3.1 8 3.0 7

Meat and meat 
preparations .3 2 .2 1 2.0 6 2 .3 7 2.8 7 2.6 6

Hides, skins and fur 
skins, undressed 1.6 8 1.3 5 1.6 5 1.6 5 1.4 4 1.2 3

Sodium carbonate .8 4 1.3 5 1.7 5 1.6 5 1.2 3 1.2 3

Maize, unmilled .3 2 1.7 7 1.1 3 - - 1.0 3 1.6 4

Butter .2 1 .5 2 .5 2 .6 2. .9 2 .8 2

Wattle bark extract 1.5 8 2.3 9 1.0 3 .8 2 •7 2 .6 1

All other commodities 4.3 22 4.0 16 6 .0 18 7.1 20 7.6 20 9.4 21

Total exports 19.5 100 2 5 .7 100 33-3 100 35-3 100 37.9 100 4 5 .8 100

Note: Totals may not add because of rounding.

Source : Statistical Abstracts.



28. The United Kingdom remains the most important customer for Kenya's exports, 
taking, in 1963, nearly one quarter of the total. However, the relative 
importance of the United Kingdom as a market has been declining. The decline 
in the United Kingdom's share of Kenya's exports derives from the fact that 
other countries have become more important markets, since there has been an 
increase in United Kingdom imports of Kenya produce in absolute terms. The bulk 
of Kenya's exports of tea, meat, pineapples and raw wool are sold on the
United Kingdom market. The member States of the European Economic Community are, 
taken together, the main outlet for Kenya's exports. West Germany purchases 
over one half of Kenya's coffee exports, and Italy is the major market for her 
hides and skins. Other important export outlets are the United States which 
purchases one third of Kenya's pyrethrum, Japan, which buys nearly all Kenya's 
copper exports, and India which is the major outlet for wattle-bark extract.

29. Only 11 per cent of Kenya's external exports are sold in African countries. 
Although Kenya shares common frontiers with Ethiopia, Somalia and Sudan, trade 
with these countries is restricted by the inadequacy of overland transport,
and exports are still, in total, less than £1 million. However, trade with the 
Congo (Leopoldville ), Rwanda and Burundi doubled in the period 195^-63, and is 
now valued at more than £530,000 with the Congo absorbing about half this amount. 
Trade with Mauritius has also increased sharply from a negligible amount in the 
early 19501s to £380,000 at present. Outside Africa, but within easy distance 
of Mombasa, by sea, are Aden, a free port, and important ship victualling point 
and Bahrein an entrepot for the Persian Gulf. In 1963, Kenya's exports to Aden 
were valued at £720,000 and those to Bahrein at £200,000.

30. In the subsequent paragraphs on individual export commodities, an attempt 
is made to assess longer-term export prospects and, in particular, the likely 
evolution of world demand and' future price movements. These projections draw 
upon data contained in,the following studies:

(a) "Agricultural Commodity Projects for 1970": Food and Agricultural 
Organization E/CN.13/48.

(b) "Trade Prospects for Developing Comtries" by Bela A. Balassa published 
by Richard D. Irwin, Inc., for the Economic Growth Centre, Yale 
University.



(b) Coffee

3 1. The quantity of coffee exported rose sharply between 195^ and. 1956 from 
10,800 tons to 26,700 tons. Subsequently, increases in the volume of coffee 
exported have been smaller, but, by I963, amounted to nearly 37,000 tons or 
three-and-a-half times the 195^ tonnage. During this period the price of the 
Arabica coffee sold by Kenya declined by nearly 45 per cent. Nevertheless, 
because Kenya coffees are generally of an exceptionally high quality, their 
prices were consistently above those obtained for most other coffees entering 
world trade and, in particular, exceeded the price obtained for Robustas.
The gap between the Kenya Arabica price and the price for Robustas originating 
in Uganda, for example, has been considerable. In i960 Kenya Arabica prices 
were nearly three times as high as those for Robustas. However, whereas the 
price of Robustas recovered sharply in I962 and I963, the decline in the Arabica 
price continued. Although coffee remains the most important individual export 
of Kenya, her share of the world coffee market is less than 1.5 per cent. The 
Federal Republic of Germany absorbs over one half of Kenya's coffee exports with 
the United Kingdom, Sweden, the United States and the Netherlands being the other 
major importers. In terms of the Plan, Kenya's coffee exports will rise from 
their present level of 37,000 tons to 70,000 tons by 1970 as a "result of the 
maturing of recently planted trees on small farms. It is not expected that the 
recently introduced export tax on coffee will affect the level of production.

32. The future prospects for Kenya coffee exports hinge to a very large extent 
on whether or not the International Coffee Agreement remains in force. Kenya 
has yet to negotiate a quota within the Agreement and regards as inadequate the
30,000 tons quota accorded to the United Kingdom on her behalf before her 
independence. Kenya can be expected to benefit from any stabilization of the 
world market resulting from continuation of the International Agreement. Kenya 
was a founder member of the Inter-African Coffee Organization but appears to 
benefit only indirectly from arrangements undertaken within the Organization since 
their primary effect seems to have been to stabilize the market for African 
Robustas.

33- As a member of the Commonwealth Kenya enjoys small preferences for coffee in 
the United Kingdom and Canada (3 per cent and 6 per cent ad valorem equivalent 
respectively). However, as these preferences are expressed in specific terms 
and the value of Kenya's coffee is relatively high and because the United Kingdom 
and Canada between them absorb only about one fifth of Kenya's total exports of 
coffee, it is unlikely that the existence of these preferences is of great benefit



to Kenya. The 9.6 per cent preference accorded in the common external 
tariff of the European Economic Community to African.States associated with 
the EEC■is unlikely to affect Kenya's coffee exports as much as those of, 
for example, Uganda, since the African States benefiting from this preference 
are producers of relatively low quality Robustas.1 Denmark, Finland, Japan, 
Sweden and Switzerland maintain import duties of 10 per cent or over (ad valorem 
or ad valorem equivalent of specific duties.) and France, Italy and Germany 
substantial Internal revenue charges on coffee. These duties and charges can 
be assumed to act as a curb on consumption of coffee generally but do not, 
of course, discriminate against Kenya's coffees in particular.^ Generally, 
it may be expected that Kenya would benefit from the removal of the above- 
mentioned obstacles even if this entailed a loss of the United Kingdom and 
Canadian preferences. In this connexion, it should be noted that at their 
Ministerial Meeting in May 1963, the GATT Ministers, other than those of the 
EEC and the States associated with the Community, "agreed that tariffs, internal 
charges and other non-tariff barriers in respect of coffee should be removed 
by joint action, and, wherever possible, by the end of 1963 and recognized that 
the Kennedy Round negotiations would give an opportunity’to eliminate all 
remaining barriers affecting trade in coffee". Article 47 of the International 
Coffee Agreement also establishes a procedure aimed at reducing remaining 
barriers to trade in coffee.

34. As already indicated, the evolution of the world market for coffee 
hinges upon the International Coffee Agreement. If the Agreement remains in • 
force and the.supply of coffee to the major importing countries is restricted 
by quota, it would seem, ceteris paribus, that prices would be maintained at a 
satisfactory level. Indications arc that imports of coffee by the major

however, the continuation of the International Coffee Agreement would, 
generally, by thé maintenance of the export quota system, prevent a producing 
country from increasing its share of "quota" markets at the expense of other ' 
producers.

2
A discussion of the nature and effects of trade barriers of coffee appears 

in W(63 )1, a paper prepared by the GATT secretariat for■the Special Group on 
Trade in Tropical Products. Data relating to barriers affecting coffee exports 
have been extracted from COM.Hl/i36 which was prepared in November 1964.



importing countries will rise by about 17 per cent between I965 and 1970.
The main reasons for this projected rise in consumption are the expected in
crease in population in the United States aid the rise in per caput con
sumption of coffee in Western Europe. Coffee consumption is characterized by 
low price elasticities and, consequently, should the International Coffee 
Agreement fail to be ratified and exporting countries attempt to dispose of 
all their production, or perhaps even past stock accumulations, a price fall of 
severe dimensions will probably ensue.1 It should moreover be pointed out that, 
even in the event of the Agreement's remaining in force, if exporting countries 
such as Kenya, attempt to dispose of extra-quota coffee in non-quota markets, 
these sales will, in all probability, have to be effected at a marked discount 
from the price for quota sales. The extent of this discount will be determined, 
to some extent at least, by the growth of coffee consumption in Eastern European 
countries, Japan and other non-quota markets. A feature of the coffee market 
in recent years has been the growing preference for Robusta as against Arabica 
for the production of soluble coffee and this trend is likely to continue. 
However, it should also be noted that the income elasticity of demand for 
Arabica coffee appears to be greater than that for Robusta. In terms of the 
Plan, the value of Kenya's coffee exports will, by 1970, rise to 70,000 tons 
and be valued at £19.2 million. The average price anticipated for 1970 
(£274) is about 20 per cent below the average for the years 1959/63•

(c) Sisal

35» Kenya is, after Tanzania and Brazil, the third most important sisal 
producer, with about 12g per cent of world production, and, in 1963» 
exported 64,000 tons of sisal, a figure nearly twice the amount sold in 
1952. During the 1950's sisal prices fluctuated considerably but have, 
since 1958, been rising, reaching a level of £120 a ton in 1963 .̂  The 
combined effects of the increase in volume of exports and the recent price 
increases produced, in I963, exports valued at £7.5 million and sisal became 
Kenya’s second most import export crop. Kenya's sisal exports are fairly well 
diffused geographically. The United Kingdom is the major importer, but 
West Germany, Canada, Australia and Italy each purchased over £500,000 of 
Kenya's sisal in I963. The Plan forecasts that sisal exports will increase 
by 58 per cent during the Plan period to a total tonnage of 88,500 tons by 
I97O. An export tax on sisal was introduced in May 1964. As an industrial

"*"In any particular year, of course, climatic conditions in producing 
countries and stock changes will cause considerable divergencies from such 
an overall trend.

2
However a price fall of severe dimensions occurred in 1964.



raw -material sisal fibre does not meet with many barriers in world markets.
Kenya sisal enjoys duty-free entry and a 10 per cent preference in the 
United Kingdom market and duty-free entry into the United States, the 
Euröpean Economic Community and Japan. The United Kingdom, in I963, 
absorbed only about one seventh of Kenya's sisal exports and it may be 
assumed that the preference is of no great value to Kenya, although it 
should be noted that its removal would place Brazil, their major competitor, 
on an equal footing with Kenya and Tanzania in the United Kingdom market.

3 6. The main use of sisal fibre is in the manufacture of binder and baler 
twines which, between them, absorb about two thirds of the world's sisal 
production. Sisal is also used for packaging twines and in the manufacture 
of ropes. Either by itself, or in combination with jute, it is woven into 
produce bags, matting and carpeting. Minor uses of the fibre include paper 
manufacture, padding for upholstery and wallboard. The liquid derived from 
the extraction of the fibre from the sisal leaf contains chemicals, including 
some which have medicinal uses. In particular hecogenin, used in the manufacture 
of cortisone, is now being produced by two firms in Kenya. Experiments are 
also being conducted in Kenya to ascertain the value of sisal pulp (derived 
from the process of extracting fibre from the sisal leaf) in the manufacture 
of animal feedstuffs. It is, however, improbable that this experiment, if 
successful, will provide a further export product for Kenya as there is a 
ready market for animal feeds within Kenya itself.

37* Sisal is., together with abaca (manila), produced almost entirely in the 
Philippines, and henequen, produced mainly in Mexico, one of a group of fibres 
known as "hard hemps", the constituents of which are, to some extent at least, 
substitutable. Henequen is used in the manufacture of cordage and manila is 
particularly suited to the production of marine ropes. However, sisal now 
has a dominant share of the hard fibre market contributing about 70 per cent 
of the total. Sisal is meeting increasing competition from synthetic fibres, 
particularly in the manufacture of ropes, from wire in baling, and from 
adhesive paper in packaging.

3 8. Because of its concentration in the manufacture of agricultural twines, sisal 
prices tend "to fluctuate with harvesting prospects, particularly in Western Europe 
and North America. In the long run the prospects for East African sisal may be 
adversely affected by the development of synthetic fibres but in the short term 
perhaps the most potent determinants of price are crop prospects in the major 
cereal producing countries and the growth of production of sisal in Brazil.
Brazil only emerged as an exporter of sisal after the Second World War but already 
it has captured over 15 per cent of the hard fibre market (East Africa's share is 
just under 40 per cent). Consumption of sisal in the major importing countries
will probably continue to increase during the 1960's mainly as a result of
higher consumption of twine in Western Europe following upon a greater degree of 
farm mechanization. However, as production is also likely to increase significantly 
a decline in thè price of sisal of some 10 per cent below I962 levels may occur.
In the Kenya Plan it is envisaged that, on the basis of I962 prices,. the value of 
sisal exports will increase by 58 per cent above the 1962 figures. It may there
fore be necessary to revise the Plan estimate of the 1970 export value of sisal.



39- Sisal bags are now being manufactured in Kenya for use in packing coffee, 
tea and maize. The local industry, which also produces twines, ropes, matting arid 
carpets, consumes about 7,000 tons of sisal fibre annually and its output is 
valued in excess of £1 million. In 1963? Kenya exported sisal bags, cordage and 
fabric with a combined value of £130,000. It is noteworthy, in this connexion, 
that Mexico now sells over 70 per cent of the henequen she produces in the form of 
cordage and there would appear to be prospects for growing exports of sisal 
manufactures by Kenya. Although, as noted earlier, sisal fibre, as an industrial 
raw material, does not, generally, meet with trade barriers, the manufactured 
articles are confronted with widespread and fairly substantial tariffs. The 
European Economic Community has provided for a 13 per cent duty on ropes, 
cordage and twine of sisal in the common external tariff. Although binder and 
baler twine enter the United States free of duty, sisal cordage and ropes attract 
a duty of 1 cent per pound or 15 per cent ad valorem. Japan maintains a duty of 
15 per cent on sisal cordage. Countries of the European Free Trade Association, 
other than the United Kingdom, also maintain duties on sisal cordage; in Sweden's 
case, for example, there is a 9 per cent duty on binder twine and a 20 per cent 
duty on rope. On the other hand ropes, cordage and twine manufactured in Kenya 
enjoy duty-free entry and a 10 per cent preference in the United Kingdom market; 
binder twine is admitted free of duty into Canada and there is a Commonwealth 
preference of 5 per cent in respect of ropes. In the case of bags, the United 
Kingdom also provides duty-free entry for Commonwealth products with a preferen
tial margin of 17§-20 per cent. The United States levies a duty of 0 .5 cents 
per pound plus 3 per cent ad valorem on sisal bags and such bags are dutiable 
in the European Economic Community (I5 per cent), Japan (15 per cent),
Canada (l7l? per cent) and Sweden (ll per cent).- Although it may be expected 
that many at least of the duties presently maintained on sisal products will be 
lowered in the course of the forthcoming Kennedy Round of tariff negotiations, 
it is clear that they may act as a deterrent to exports of manufactured sisal 
products by Kenya.

(d) Tea

40. Tea is normally Kenya's second most important export crop but was displaced 
from this position in I963 by sisal as a result of a sharp price Increase for the 
latter product. The volume of tea exported by Kenya has trebled during the 
period 1954/63. There was however a slight decline in prices from the 1954 level, 
and the value of Kenya's tea exports rose from £2.1 million to £5*7 million in 
1963. Despite its importance to the domestic economy, Kenya is only a marginal 
supplier of tea to the world market and her percentage share is less than 3 per 
cent. Over one half of Kenya's exports of tea are directed to the United Kingdom 
but significant quantities are sold to the United States, Canada and the 
Netherlands. Although primarily an external export, there is a certain amount 
of interterritorial trade in tea and, in 1963» Kenya's exports of tea to Tanganyika 
were valued at £290,000. In terms of the Plan, exports are expected to rise by 
two thirds between I962 and 1970. In recent months, and following the meeting 
of the GATT Ministers in May 1963 ,̂ a number of important tea consuming countries,

"4)ata on trade barriers derived from material available in the secretariat 
which may, in some instances, be out of date.
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One of the Ministerial Conclusions was that customs duties on tea should be 

removed with the least possible delay.



including the United Kingdom and the member States of the European Economic 
Community, have accorded duty-free entry for tea. However, Japan^ still main
tains a customs duty while France and the Federal Republic of^Germany apply 
internal fiscal charges. Such duties, and, in particular, the. internal fiscal 
charges, may be presumed to have a detrimental effect on tea consumption but 
it should be noted that, in:general, tea is less affected by such measures 
than is coffee. Kenya has an interest in promoting, and participating in 
international action aimed at the removal of remaining barriers,to growth in 
tea consumption.•

41. The future demand for tea would seem to depend largely on technology 
and taste. In the United States consumption of iced tea is growing and this 
habit may spread to other countries. The emergence of the tea. bag has led to 
greater tea consumption in,countries, not traditionally large consumers but, 
on the other hand, it has lowered the. quantity of tea required per cup.
Efforts are currently being made' to improve the quality of tea bags and, if 
successful, jthey could play an important part in determining future consumption. 
Another technological innovation is that of powdered or instant tea and,if 
techniques in manufacturing such tea are perfected and the product achieves 
widespread acceptance, tea may achieve .an important breakthrough at the 
expense of soluble coffee. Consumption of tea in the United Kingdom and 
J"ap§m. is unlikely to rise and may even decline as a result of greater con
sumption of coffee. On the- other hand tea consumption will probably rise in 
other Western European countries and in the United States. Overall imports 
of tea may grow by about 10 per cent by 1970 but production of tea is almost 
certain to rise faster than imports so that, unless producing countries 
consume considerably more of their own product domestically, or take steps 
to restrain exports, a fairly marked fall in the price of tea can be expected 
in the years immediately ahead. As far as Kenya is concerned, however, as a 
marginal producer, she is unlikely to be confronted with any major problems 
in increasing her exports by 65 per cent as projected in the Plan. Nevertheless, 
there may be grounds for assuming that the price of tea will decline by some 
10 per cent by 1970 and thus perhaps necessitate revision of the value 
estimate for exports given in Table 10.

1
Japan, herself an important exporter of tea,also maintains quantitative 

restrictions on imports.



(e) Pyrethrum

42. Kenya is the world's largest producer of pyrethrum. Pyrethrum is fourth 
in the order of importance of Kenya's external exports being valued, in 1963» at 
£3 million. Sales, which declined sharply after the war as a result of the 
emergence of chemical insecticides and disposals from the United States stockpile, 
rose sharply during the 1950's and in the nine years between 1954 and I963 more 
than trebled. Exports take two forms ; dried flowers and extracts of pyrethrins.
In recent years, with the installation of processing machinery in Kenya, the relative 
importance of extracts has grown so that the proportion of flowers in total exports 
is, by value,now only about I5 per cent. The price of pyrethrum has remained 
relatively static and it is indeed the policy of the Kenya Pyrethrum Board to 
ahhieve price stability particularly in order that pyrethrum should not reach a 
price level which would encourage the use of substitutes. A corollary of this 
policy is the maintenance of production quotas. The United Stages is the most 
important market for Kenyan pyrethrum, absorbing, on average, about 50 per cent 
of the crop. ,The United Kingdom, Italy, Australia and France are also major 
buyers of extract. Japan and the Argentine are, together with the United States, 
the major importers of pyrethrum in flower form.

4 3. The Pyrethrum Board besides, as noted, controlling production and thus, to 
some extent, prices, conducts research into new uses for pyrethrum and has under
taken a campaign to popularize the product, and, in particular, to underline its 
non-toxicity for humans and animals. The Board now sells flowers and extract 
direct td> distributors in the export markets - It levies a tax on producers to: 
meet its own capital costs.

44. The future of the pyrethrum industry in Kenya is rather difficult to .gauge.
TLd sources normally employed in this chapter in assessing future market prospects 
do not deal with pyrethrum which is, in terms of world trade, a minor product.
.It may however be expected that demand for insecticides will increase with the 
growth of food production and, in particular, as a result of efforts being made to 
raise agricultural yields by restricting losses caused by insects. As regards 
pyrethrum itself, two factors would appear likely to affect short-term market 
trends. The first is the growth of production in Ecuador and the second is the 
disposal of pyrethrum from the United States stockpile. However, by far the 
most important determinant of the long-term future of the industry would seem to 
be developments in the field of synthetic insecticides. In Japan, which before 
the war was the world’s major supplier of pyrethrum, a synthetic material known 
as allethrin has been developed with qualities very similar to those of pyrethrum. 
However, it would seem that allethrin is not as effective as pyrethrum against

It should be noted that it is envisaged that a Pyrethrum Marketing Board, 
which will take over some of the functions of the Pyrethrum Board will be created 
in the near future.
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certain pests. Generally, chemical insecticides are inferior to pyrethruir. on a 
number of counts; in the first place their vknock down" effect 'is not so marked5 
secondly insects tend to breed resistance to them over time) and, thirdly, they 
are often poisonous to humans and animals. This third disadvantage of chemical 
insecticides is likely to be a major factor to benefit pyrethrum in the future 
since much publicity has recently been given to the dangers of abuse of chemical 
insecticides. Because of its non-toxicity, pyrethrum is also likely to benefit 
from the greater use of insecticides in the home, in the form of pressurized 
sprays, and in domestic gardens. The basic disadvantage of pyrethrum for large- 
scale use lies in its cost. Much research is now being undertaken in an effort to 
produce a cheap chemical insecticide which would reproduce the qualities of 
pyrethrum. Should these efforts succeed they would clearly be a danger to the 
industry, but, in the years immediately ahead, the prospects for pyrethrum appear 
reasonably good and the export target postulated in the Plan, £4 million, would ■ ■■ 
certainly seem1 realizable.

45. As an industrial raw material it might be expected that pyrethrum would not be 
faced with träde barriers. However, probably because it is competitive with 
domestic chemical industries, it does, in a number of markets, face duties although 
these are not, generally> high. Both flowers and extract enter the United Kingdom 
market free of duty and, in the case of extract, there is a 10 per cent margin of 
preference against non-Commonwealth suppliers. In the Common External Tariff of 
the European Economic Community flowers and extracts are subjected to duties of"
3 per cent and 5 per cent respectivelyJapan, which, as already noted, imports 
the bulk of her pyrethrum in the form of flowers, maintains à 10 per cent duty 
on flowers and a 20 per cent duty on extracts. A reduction of duties would 
benefit pyrethrum consumption generally and it would be benefióial to the 
Kenyan economy if the higher duties on the more processed product were to be 
reduced to the level of those applying for flowers. On the other hand, the 
United Kingdom preference of 10 per cent on pyrethrum extract may be of some 
assistance to Kenya in meeting competition from Ecuador. Pyrethrum, particularly 
in the extract form, may be expected to benefit from duty reductions in the 
context of the Kennedy Round.

(f) Meat and meat preparations

46. Exports of meat and meat preparations rose sharply during the 1950's. In 
1954 Kenya exported £300,000 of meat and meat preparations but by I963 the value 
of these exports was £2.3 million. The major constituents of Kenya's meat trade 
are frozen beef, canned corned beef and meat extract. Frozen beef exports, have

^The 5 per cent duty on pyrethrum extract in the European Economic Community 
was suspended from 3 December I963 to 31 December 1964.



risen from 800 tons in 1957 to 3*300 tons in 1963 and were valued, in the latter 
year, at over £600,000. Whereas, in 1958, only 100 tons of tinned beef were 
exported, the figure for 1963 was 2,400 tons valued at £1.4 million, having 
declined from a peak level of £1.7' million in 1 9 6 2. In I963 exports of meat 
extract were valued at £320,000. According to the Plan, the value of exports of 
meat and meat preparations which, if interterritorial trade is included, amounted 
to £3 .2  million in I962, will decline to £3 million by 1970. This decline in 
the value of exports will not, it is thought, result from any decline in 
slaughterings but from an increase in internal meat consumption which, at present, 
is rising at a rate of about 10 per cent per annum.

47« The multiplicity and complexity of the barriers confronting trade in beef are 
well known. Beef is of course an important product in a number of developed 
countries which have sought to protect their domestic industries. The United 
Kingdom, the world's major importer of beef, permits duty free imports from 
Commonwealth countries but maintains duties against non-Commonwealth suppliers 
ranging from two thirds of a penny per pound to 20 per cent ad valorem. The 
United States, Japan and EFTA. countries, other than the United Kingdom, maintain 
duties in excess of 5 per cent ad valorem. The European Economic Community 
introduced in November 1964 a regulation covering trade in beef which provides 
for a variable duty. Moreover, quantitative restrictions are maintained by a 
number of countries and subsidies or deficiency payments are. paid to domestic 
producers thus restricting access for outside suppliers. An analysis of the 
destinations of Kenya's frozen beef shows that most of it is absorbed in Aden 
and the Persian Gulf area (which take the best grades), the Congo (Leopoldville), 
Rwanda, Burundi, and Mauritius. The direction of Kenya's frozen .beef exports 
would appear to be determined mainly by sanitary regulations maintained by the 
major importing countries rather than by the existence of the aforementioned bar
riers.^ Cattle rearing in Kenya is beset by the problem of disease, in 
particular foot and mouth disease and rinderpest, and Kenya's beef is generally 
unable to satisfy health authorities in importing European countries. Nevertheless, 
Kenya exports fairly large quantities of beef to the Netherlands and West Germany, 
a phenomenon which can however be explained by the fact that this beef is, in all 
probability, processed, re-exported or supplied to ships. These shipments are, 
moreover,spasmodic and it would appear, are used as a means of beef disposal only 
to the extent that local and more profitable sales cannot be made.

There would of course have been no reason, other than sanitary, why 
Kenya should not have exported frozen beef to the United Kingdom at least.



48. Generally the barriers to trade in beef, including sanitary regulations, 
should not prove a limitation to Kenya's exports of this commodity in the 
future. As already noted, it is assumed in the Plan, that exports of meat will 
in fact decline and, because of the geographical distribution of exports, the 
barriers maintained in Western Europe will not adversely affect Kenya. A more 
important constraint is likely to be manifested in the availability of refri
geration space in vessels plying between Mombasa and the Persian Gulf.

49. The canned meat trade is, as regards the number and complexity of trade 
restrictions maintained, freer than that for frozen meat. Moreover, corned 
beef, which is cooked prior to canning, is not subject to the same health 
regulations which prevent the access of Kenya's frozen beef into Western 
European markets, and, in fact, the vast bulk of Kenya's exports of corned 
beef are destined for the United Kingdom where it enjoys duty-free entry and a
20 per cent margin of preference. Smaller shipments are made to Western Germany.
It may be assumed, that the United Kingdom preference for corned beef is of value 
to Kenya, particularly as its removal would mean that Kenya would have to compete 
on equal terms with major producing countries such as Argentina and the United 
States. The by-product of the canning of beef is meat extract. In I963 the 
value of exports- of this commodity was £328,000 with West Germany, France, the 
United Kingdom and the Netherlands as the major importers. Here again, there 
does not appear to have arisen any particular problem as regards marketing, 
although it should be noted that the 1964 typhoid outbreak in the United Kingdom 
has caused a setback for corned beef sales in that country.

50. jCenya exports a number of other meat products including bacon and ham, 
mutton and goat meat. Trade in these items is, however, insignificant and trade 
barriers to not appear to play a limiting role. 'The major outlets of these 
products are the Persian Gulf area, "the United Arab Republic and ships' stores.

5 1. Although meat consumption in the major importing countries is likely to rise 
significantly during the 1960's, this will be accompanied, in Western-Europe at 
least, by an increase in domestic production so that meat imports into the
major importing countries may only increase by about 10 per cent and it is probable 
that prices will fall by a similar percentage. However, Kenya is unlikely to'be 
adversely affected by these developments since United Kingdom imports of meat 
are likely to remain unchanged and Commonwealth suppliers of canned meat "are 
likely to retain their present share of the market. Moreover, as regards frozen 
beef, the major outlets for Kenya are in the Persian Gulf area where demand i's 
likely to prove sufficiently buoyant to provide an adequate outlet for Kenya's^ 
export offerings, which are, in any event, likely to decline.

^It should also be noted that efforts are currently being made in the 
framework of the Kennedy Round to liberalize the meat trade.



(g) Cotton

52. It is envisaged in the Plan that exports of cotton will increase tenfold 
during the period 1962-70. This increase in production will, it is hoped, be 
achieved by trebling the existing yields of about 200 lbs. per acre and by 
extending the acreage under cotton by means of irrigation. In I963 Kenya 
exported about 2,000 tons of cotton valued at £440,000. West Germany purchased 
over one third of the crop with substantial quantities being sold also to Italy,
Hong Kong, Japan and the People's Republic of -China. Kenya cotton falls 
in the medium staple range (1 I/I6" to 1 I/8"). As an industrial material, raw 
cotton is faced with few trade barriers as such the only one of any importance 
being the quantitative restriction being maintained by the United States, herself 
a major cotton exporter.

53» It would seem probable that consumption of cotton in the major importing 
countries will, by 1970, be about 10 per cent above the i960 level. An important
determinant of the future of the cotton market will be the policy of the United
States Government in relation to the disposal of domestically produced raw cotton. 
The cotton market is, of course, extremely diversified and account should be 
taken of the different staple lengths and grades of cotton grown by the different, 
producing countries. However, Kenya cottons are of a quality similar to that of 
certain cottons exported by the United States and Kenya should therefore benefit 
from a decline in exports from the United States. Another factor of importance will
be the ability of cotton to meet competition from existing and, possibly, new
synthetic substitutes and a slight easing in the price of cotton to meet competition 
from synthetic fibres may be expected. In general, Kenya would not seem to be 
faced with any major problems in increasing her exports of cotton to 20,000 tons 
as projected in the Plan. A decline in the price may however, require a slight 
modification of the value projection for cotton^exports-in 1970 as contained 
in jTable 10 below. :

(h) Wool

54. Another item,in which a major increase in production is envisaged in the 
Plan, is wool, exports of which are expected to treble by 197°. Kenya's wool 
exports currently amount to about 1 ,5 0 0 tons and were valued, in 1963* at 
£580,000. Ninety-five per cent of Kenya's wool exports are destined for the 
United Kingdom market where they are not, however, accorded tariff preference.
Wool, like cotton, as an industrial raw material faces few trade barriers.
However, Switzerland, Norway and the United States do maintain duties, ij the 
case of the United States substantial ones, on imports of unwashed wool.

55. It is probable that imports of wool by major importing countries will
rise by some 20 per cent above present levels, by 1970. Howvever, production, .
particularly in Latin America»is likely to increase at about the same rate
and as wool will probably be facing increasing competition from man-made fibres,

1See COM. HI/156



some easing in its price may be anticipated. Even with the projected increase in 
production, Kenya would remain an extremely minor wool producer in relation to 
total world trade and should not experience any difficulty in selling the 6,000 tons 
exports projected for 1970. As in the case of cotton, easing of world prices may 
require a revision of the value target contained in Table 10 below.

(i) Hides and skins

56. At present Kenya's exports of hides and skins comprise mainly raw hides but, 
according to the Plan, it is hoped that by improving the quality of hides and by 
introducing processing techniques, external markets might be developed for leather 
and pickled pelts and crusts. Total exports of hides and skins from Kenya in I963 
were valued at £1.2 million, of which cattle hides contributed a half and sheep 
and goat skins one quarter each. The unit value of hides and skins exported 
declined considerably between 195^ and 19 6 3;'thus, although tonnages exported have 
been rising, the value of exports in 1963 was lower than that of 1954. Raw hides 
and skins are, of course, a raw material and,as such, attract few duties. Kenya 
enjoys duty-free entry and a 10 per cent preference in the United Kingdom market 
but only about 20 per cent of her exports are sold there.^ Italy is the most 
important outlet for Kenya's hides and skins, and significant quantities are 
purchased by Iran, the Netherlands and Spain.

57• As noted, the Plan envisages that the tanning of Kenya's hides, prior to 
export, will take place on an increasing scale. Unlike their raw counterparts, 
tanned hides and skins do attract duties in a number of countries including the 
member States of the European Economic Community, the United States and Sweden.1 
These duties may serve to frustrate, to some extent at least, efforts currently 
being made by Kenya to process raw hides and she v/ould undoubtedly benefit from 
efforts, such as those being made within the context of the Kennedy Round, to 
lower duties on these products. It would seem that demand for hides and skins • 
is unlikely to grow faster than supply and that some easing in prices, perhaps 
by about 10 per cent, can be expected.

(j) Pineapples

5 8. Kenya exports small quantities of fresh pineapples to the United Kingdom 
and Aden. In I963 the value of such exports was less than £50,000. The bulk 
of Kenya's pineapple exports are in canned form and the volume of tinned 
pineapples sold by Kenya increased by more than four times in the years 195^ to 
1963. Prices have been declining since the middle 1950‘s, but, in 1963, as a 
result of a considerable increase in tonnage exported, the value of exports 
reached a record level of £800,000. More than one half of Kenya's canned 
pineapple exports are sold to the United Kingdom, in which market Kenya enjoys 
duty-free entry and a 10 per cent margin of preference. However, sales are also 
effected to West Germany, United States and Denmark, where Kenya enjoys no tariff 
advantages over other suppliers. Fresh pineapples themselves are dutiable in a 
number of countries and in the canned form they attract duties which are by no

Data on the barriers maintained in respect of hides and skins are set out 
in C0M.TD/W.1.



means moderate for a fruit. In the Common External Tariff of the EEC there is 
provision for a 23 per cent duty on canned pineapples and Denmark, Sweden and 
Norway maintain duties of over 25 per cent ad valorem or ad valorem equivalent. 
Furthermore, a number of countries maintain quantitative restrictions on imports 
of canned pineapples but generally it would seem that licences are issued freely. 
Kenya exporters maintain that they are experiencing difficulties in entering the 
Canadian market at the moment in view of the fact that Australia and South Africa 
enjoy duty-free entry, in terms of trade agreements, whereas Kenyan canned 
pineapple pays a duty of 1 cent per pound. This 1 cent duty Is, however, itself 
preferential since the most-favoured-nation rate is 2 cents per pound. It may be 
expected that efforts being made within the context of the Kennedy Round to reduce 
duties and other barriers to trade, will serve to liberalize trade in pineapples 
to some extent. Generally, prospects for exports of canned pineapples by Kenya 
appear to be good. Her sales to Western Germany and other non-preferential markets 
indicate that Kenya is a competitive supplier so any reduction of the United 
Kingdom preference would not have significant adverse effects. There is no 
specific target postulated in the Plan for canned pineapples but, provided the 
supply of fruit can be increased, there would seem to be no reason why Kenya's 
exports should not grow substantially.

(k) Dairy products

59« Kenya exports small quantities of cheese to the Persian Gulf area and 
neighbouring African States. In 1963 cheese exports outside East Africa were 
valued at £12,000 and thus are relatively unimportant. On the other hand butter 
exports were valued at over £800 ,000 in I9 6 3, nearly half of which were absorbed 
by the United Kingdom with the remainder being sold in neighbouring African States, 
Aden and Mauritius. The value of butter exports has declined from its peak level 
of £1 million in 1958.

60. Butter is of course a product of temperate agriculture and is produced in 
substantial quantities in industrialized countries. As a result, it is subject to 
a complex system of controls and duties. Efforts are currently being made within 
the framework of the Kennedy Round to liberalize trade in temperate agricultural 
produce and a special group on dairy products has been established. Prospects 
for Kenya's exports of butter appear to be reasonably good. The United Kingdom 
market has been divided on a quota basis between the main suppliers and it can be 
assumed that Kenya will be able to maintain her position in this market. Her 
sales in Africa, the Persian Gulf and the Indian Ocean area appear to have* good 
prospects, particularly as income levels rise in these markets, It should, however, 
be noted that refrigeration space of shipping is likely to prove a more important 
limitation on Kenya's butter exports than trade barriers as such. Another factor 
which has to be taken into account is the growing competition in markets presently 
supplied by Kenya from Australian and New Zealand producers.

(l) Wattle-bark extract

61. Extract from the bark of wattle (mimosa) is used in the tanning of hides and 
skins, In recent years synthetic tanning compounds, in particular chrome salts, 
have been developed to the detriment of natural tanning extracts which include

^Data on trade barriers derived from material available in the secretariat 
which may, in some instances, be out of date.



quebracho and chestnut, as well as wattle. Largely, as a result of : the emergence . ' 
of synthetic tanning substances the prices for wattle-bark extract declined 
throughout the 19501s, and there has not been any significant upturn in prices 
in recent years. Because of the diminishing profitability of wattle extract,,
Kenya1 s exports of extracts fell from 24,000 to 14,000 tons between 1954 and 1963., 
and, as- wattle tree plantations have been replaced by more profitable crops, no 
upturn in the volume of exports can be expected. In 1963, the value of Kenya's 
exports of wattle bark extract was £638,000, of which India was the major outlet, 
purchasing over half the total. Smaller quantities were sold to the - United . 
States, Western Germany and Pakistan.

62. As a raw material, wattle bark extract is not generally faced with trade 
barriers. Kenya sales of extract enjoy duty-free entry and a 10 per cent margin 
of preference in the United Kingdom which is not however an important market for 
Kenya. In the Common External Tariff of the European Economic Community, wattle 
bark extract attracts a duty of 10 per cent whilst its major natural competitor, 
quebracho, is accorded duty-free entry. It is probable that Kenya's exports of 
wattle extract will continue to decline unless there is a significant rise in 
prices.

(m) Other

63. The products listed in the preceding sections accounted for 80 per cent of 
Kenya's external exports in I963./. It should however be noted that there are 
certain other items which may enter into Kenya's external exports in fairly 
significant quantities during the Plan period.

64. It .is the Kenya Government's policy to restrict maize production to a 
level necessary to provide adequate reserves against crop failures so as not to 
generate surpluses which have to be exported. It thus may be expected that 
external exports.of maize will be kept to a minimum in the years 1964/70. In 
the past, maize exports have fluctuated widely, amounting to less than £100,000 
in 1956 and rising to £1.9 million in 1958. In 1963 they were valued at
£1.5 million. Such fluctuations are largely attributable to climatic variations. 
The producer prices for maize in Kenya has consistently been higher than the 
f.o.b. Mombasa price for exports, which have been effected by the levying of 
excess on producers. The Government is therefore attempting to remove the 
possibility of the emergence of exportable surpluses.

6 5. Sodium-carbonate is the only mineral exported by Kenya in significant 
quantities, exports being valued at £1.2 million in I963. If Kenya is successful 
in finding suitable markets it may be expected that exports of sodium-carbonate 
will remain at their present level. ,

66. The Plan states that "few of Kenya's industries are currently competitive in 
world markets so their growth in the near future must depend on the growth of 
domestic demand and import substitution. In the longer run, increases in 
productivity and the creation and development of efficient industries based on  ̂
Kenya's primary production should permit an expansion of manufacturing exports".



Kenya is of course typical of a developing country in that her manufacturing 
industry is a high cost one mainly because economies of scale for most manu
facturing units are difficult to achieve in view of the limited size of the 
domestic market (even if this is taken, in this context, as East Africa as a 
whole). As a result, it is difficult for her manufactures to compete with those 
of industrialized countries unless she has tariff or other advantages over them, as 
in the East African Customs Union. Transport costs also militate against Kenya’s 
competitiveness in major importing markets such as those of Western Europe. It is 
probable that the domestic cost structure and transport costs are more important 
than trade barriers as a limitation on Kenya's exports of manufactures at present.

6 7 . It can therefore be expected that East Africa will continue, during the 
currency of the present Plan, to be the major outlet for Kenya's manufacturing 
exports. It should nevertheless be noted that, in I963, Kenya's external exports 
under SITC sections 6, 7 and 8, amounted to £2.3 million (or 5 per cent of total 
external exports) the major items were cement (£503,000 sold mainly to Mauritius, 
Aden and Somalia), aluminium household utensils (£133.»000 sold mainly to Ethiopia 
and Aden), carved wooden articles (£157,000 with the United States absorbing over 
one third, and the United Kingdom one sixth), steel doors and windows (£906,000; 
main markets Aden and Bahrein) and glass bottles (£71,000; main markets Rwanda 
and Burundi). It can be seen that manufactures are sold mainly in neighbouring 
African States and in the Persian Gulf area. Despite the paucity of overland 
transport links between Kenya and such countries as Ethiopia, Sudan, and the United 
Arab Republic, Kenya supplies these African markets as well as the Persian Gulf 
area by sea from Mombasa and the transport cost element, which is an inhibiting 
factor in entering into markets of Western Europe, does not apply ?  In view of the 
fact that Kenya has already achieved some success as an exporter of manufactures and 
because it may be expected that the range of manufacturing production will extend 
during the Plan period, there would not appear to be any reason why such exports- 
should not at least double their present value by 1970.

(n) Trade Commissioner Service

68. The Kenya Government may wish to give renewed consideration to the advisabi
lity of providing impetus to the sales of manufactures and of foodstuffs
such as butter and frozen and canned beef, by extending its Trade Commissioner Service. 
In particular there would seem to be a substantial benefit to be derived from • 
placing a Trade Commissioner in Aden and/or in Bahrein.

SITC section 6 includes such semi-processed materials as unwrought copper and 
leather which are sold in industrialized countries. "Manufactures" sold in Africa 
are the more highly processed items.

^However, availability of shipping and, particularly in the case of butter and 
meat, refrigeration space, is a limiting factor. It should also be noted, in this 
connexion, that the markets of the Congo (Leopoldville), Rwanda and Burundi, which 
absorb significant imports of Kenya's manufactures, are supplied by road.



SECTION 5 *

* 1
.INTERTERRITORIAL EXPORTS

(a) General

2 ■ ; :
6 9. Kenya, Uganda and Tanganyika form a de facto customs union. Goods produced in or
imported into one of the East African countries generally pass frèely into the 
others and the three countries maintain, with limited exceptions, a common external 
tariff against third countries. Table 6 below indicates Kenya's major exports to 
Tanganyika and Uganda in the past five years.

7 0. Kenya's interterritorial exports, which were valued, in I9 63, at
£19.8 million, Dave been growing rapidily. In 1950 they amounted to no more than 
£3.6 million and in 1954 to £5 »8 million. Kenya's share of total interterritorial 
exports by all three countries of the Customs Union was 40 per. cent in 1954 but by 
I959 exceeded 60 per cent. Since 1959 total interterritorial exports have risen 
at approximately the same rate as those of Kenya and thus her percentage share of 
the total has remained static. Interterritorial exports contribute nearly one 
third of Kenya's total domestic exports as compared with 15 per cent in the case 
of Uganda and only 5*2 per cent in Tanganyika's. The I963 £10 million trade sur
plus earned on interterritorial trade served to partially offset Kenya's deficit 
of £22.7 million on external trade account. -

7 1. Whilst a number of the conmodities which are prominent in Kenya's external 
exports enter into her interterritorial trade, and, in this connexion, meat j 

preparations, butter and tea may be mentioned, the structure of Kenya's inter
territorial exports differs considerably from that of her external exports. ' Whereas, 
in the case of external trade, food and crude materials contribute nearly 90 per 
cent of the total, their contribution to interterritorial exports is only 25 per 
cent. Manufactures.(SITC sections 6, 7 and 8) account for only 5 per cent of 
external exports, but 45 per cent of interterritorial exports.. Other major items
in interterritorial exports are beverages and tobacco (I5 per cent) and chemicals • 
(II.5 per cent). These last contribute less than 5 per cent of Kenya's external 
exports.

Annex III contains an account of the criticisms that have been levelled at 
the Customs Union and thé recent steps that have been taken in relation to the 
distribution of industrial output between the three component countries.

^For the purpose of analyzing trade relationships and trade flows between the 
three East African countries, reference is made to Tanganyika rather than to' the 
United Republic of Tanzania since, as of the date of writing, Zanzibar remains out
side the East African Customs Union.

3 . ■
Figures for the years before 1959 are not directly comparable with those for 

I959 and subsequent years because for the former period trade statistics include 
the value of excise taxes. .



TABLE 6

VALUE OF INTERTERRITORIAL TRADE BY PRINCIPAL COMMODITY, l959/l963
I ‘  I . . J .  ' '

ï i ’OOO

Commodity
Exports to

- Tanganyika Uganda

1959 i960 l96l 1962 1963 1959 i960 .1961 ..1962 1963

Section. 0 - Food 2 , 0 6 6 2,330 2 ,7 0 1 2 , 8 3 6 2 ,640 2,047 2,347 2,347 2 , 2 7 0 2,264

Meat and meat preparations 140 177 267 366 170 ; 139 130 173 138 137
Milk and cream, fresh - 1 10 12 15 344 266 364 4oi 444
Butter including ghee 180 288 196 325 266 235 248 243 236 251
Wheat and spelt including meslin,unmilled 398 638 625 379 405 179 220 245 161 142
Rice 7 35 lié 142 127 2 28 122 90 61
Meal and flour of wheat and spelt 317 282 205 216 186 535 497 520 517 383
Biscuits 60 76 99 96 95 50 59 57 ■ 71 81
Fruits, and vegetables,fresh and preserved 147 170 239 270 338 102 111 116 162 193
Beet and cane sugar,not refined 29 35 41 26 28 58 53 82 : 58 82
Coffee »roasted,including ground : 57 60 72 78 62 43 54 86 • 90 79
Tea 436 330 491 554 289. 131 114- 71 ; 57 110
Margarine and shortenings 42 57 93 129 116 40 65 77 . 62
Food,other 263 181 247 343 543 189 182 203 ■'212 ■ 239

Section 1 - Beverages and tobacco 1,2 95 1,476 1 ,6 8 0 1,837 1,767 1,152 1,152 1,155 791 : 1,228

Beer 371 471 546 553 581 100 121 152 >102 100
Tobacco,unmanufactured 6 10 3 33 16 94 51 167 106 : 99
Cigarettes 895 975 1,102 1 ,2 0 6 1 ,127 751 ' 788 633 384 783
Tobacco.manufactured excl. cigarettes and cigars 10 9 9 12 13 195 179 182 173 214
Beverages arid tobacco,other 13 11 20 33 30 12 13 21 , 26 32

Section 2 - Crude materials,inedible except fuels 78 88 78 95 83 96 73 67 ' 106 101

Section 3 - Mineral fuels,lubricants and related
materials 3 5 9 . 13 28 16 11 19 32 21

Section 4 - Animal and vegetable oils and fats' 142 214 225 142 138 53 52 53 56 67

Cottonseed oil : 102 179
' l i

90 78 7 6 è 1 3
Oils and fats,other 40 35 . 52 60 46 46 47 55 64

Section 5 - Chemicals : 434 469 111 980 1,073 440 681 813 1 ,082 1,275

Prepared paints.enamels,varnishes,etc. 7 9 77 92 86 62 . 86 148 142 156
Soaps and cleaiising preparations. 209 223 441 548 550. 259 370 474 409 457

S
p
e
c
(6

5
)4l 

Page 
4
2



TABLE 6 (cont'd.)

i’OOO

Exports to

Commodity Tanga nylka Uganda

1959 i960 l96l 1962 1963 1959 i960 1961 1962 1963

Section 5 - Chemicals (cont'd)

Insecticides, fungicides, disinfectants,etc. 58 78 99 99 104 36 40 81 340 388
Chemicals,other 160 159 160 241 333 83 105 110 l9l 274

Section 6 - Manufactured goods.classified chiefly
by material 1,515 1,884 2,175 2 , 4 2 5 2,566 1,284 1,478 1,592 1 ,878 2.839

Bicycle tyres 16 21 52 75 103 73 110 110 115 176
Taper bags.cardboard boxes and containers 38 77 155 146 214 l40 162 183 161 211
Exercise books, registers, albums, diaries, etc. 33 47 55 91 98 53 ,64 71 86 114
Cotton fabrics (piece-goods) 27 64 153 149 66 2 - 8 25 38 42
Sisal bags and sacks for packing.new or used 60 90 55 73 79 222 307 244 219 2 66
Blankets 6 4 16 22 27 18 21 31 59 125
Cement.building 682 72 9 681 565 538 95 70 . 59 99 149
Corrugated plates and sheets.coated,of iron and steel - 8? 286 375 _ - 32 308 670
Steel doors and windows 85 144 180 167 118 115 127 88 90 133
Nails,tacks and spikes 37 40 32 53 63 55 64 48 46 84
Household utensils of aluminium 133 176 125 170 209 102 120 81 77 115
Metal containers for transport and storage 139 184 113 146 69 93" 59 84 80 93
Manufactured goods,other 259 308 476 482 607 316 366 536 500 661

Section 7 - Machinery and transport equipment 53 53 55 58 85 § 4$ 36 37 6 6 , .. 94

Section 8 - Miscellaneous manufactured articles 877 1,038 1,145 1,554 1,919 ; 639 739 945 998 1.508
Clothing 375 463 504 711 830 216 - 280 371 402 568
Footwear 333 375 400 515 683 246 313 313 345 , 517
Miscellaneous manufactured articles.other 169 200 241 328 406 177 196 261 251 423

Section 9 - Miscellaneous transactions and commodi'
n.e.s

;ies
50 52 56 76 66 15 13 19 25 28

Grand total 6,513 7 , 6 0 8 8.901 10 .017 10,365 5,784 6 ,163 7,047 7,303 9,425

Source: Economic and Statistical Reviews
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72* The structure of Kenya's interterritorial exports has itself been 
undergoing a change during the last five years. Whereas, in 1959» food, 
beverages and tobacco contributed 53 per cent of the total, their value has 
subsequently grown at a rate much slower than that of total exports and 
their percentage share is now less than 40 per cent. At the same time, 
the contribution of manufactures and chemicals increased from 43 per cent 
to 55 per cent. Exports to Uganda and Tanganyika of a number of items 
falling in SITC sections 0 and 1, including wheat, rice, tea, manufactured 
tobacco and cigarettes, have been declining in recent years. At the same 
time, interterritorial exports of such manufactures äs bicycle tyres* paper 
bags, cotton piece-goods, blankets, corrugated steel sheets, clothing and 
footwear, have grown rapidly.

73« Assuming that the de facto customs union arrangements are maintained 
the future evolution of Kenya’s exports 'to her East African neighbours will 
depend primarily on the rate of growth of demand in these territories for 
products which can be supplied from within East Africa. In some degree, 
this demand can be channelled towards East African products by raising duties 
in the common external tariff. The extent to which Kenya will benefit from 
increased demand within the East African area will depend on both her 
relative share of production of new products and the ability of the other 
two countries to produce goods presently being supplied in their markets by 
Kenya. 1-

It is of course also true that Kenya's interterritorial exports might 
be replaced by imports from outside East Africa but any such substitution 
is likely to be marginal.



SECTION 6 . ......

   --- ---- --------- IMPORTS. .

74. Tables 7 and 8 below provide a breakdown of Kenya1s imports both 
"from"within and outside East Africa, in the period 1959/1963» by value and 
relative share of SITC section. It is difficult to discern any particular 
.pattern of structural change, .in.. imports during this five-year period. 
However, a number of features are presented. In the first place, imports 
of foodstuffs appear to be liable to fairly marked annual variations, a 
phenomenon which can be attributed to adverse climatic conditions which, 
in years such as I96I and I962, caused imports of food to rise above their 
normal level. Imports of manufactured goods (falling under SITC 6 and 8) 
do not appear to be declining. Thus, although the value of manufacturing 
output in Kenya rose, during the period 1959/1963, by about 20 per cent, 
the increase in consumer spending power in the period offset the effect 
that this increase would otherwise have had on the volume of imports of 
manufactures. Table 8,■in particular, would indicate that, to the extent 
that a trend is emerging, imports of machinery (SITC 7) are declining in 
relation to total imports. Imports of items under SITC 7 are of course a 
function of the rate of gross capital formation"*", and it is expected that, 
with the increase in the rate of gross capital formation postulated in the 
Plan, imports of machinery will rise both in absolute terms and as a 
percentage of total imports.

Except in the case of private motor vehicles and bicycles which 
also fall under this heading.



Table 7 

NET IMPORTS -

SITC
section

• SITC section

£'000

code
number 1959. i960 1961 1962 1963

0
j*

Food 5.0 3.7 6.8 6 .9 5 .1

1 Beverages and tobacco 0.8 0.8 1.0 0.7 0 .8

2 Crude materials, inedible, 
except fuels 0.6 0.8 1.1 0.7 0 .8

3 Mineral fuels, lubricants 
and related materials 7.5 8 .0 7 .6 8.2 8.4

4

5

Animal and vegetable oils . 
ana fats

Chemicals

0.3

4.4

0 .5

5.2

0 .8.

5.2

1.0

5 .2

0.7

6 .1

6 Manufactured goods chiefly- 
classified by material 1 7 .9 2 1 .4 1 9 .1 1 9 .2 2 2 .7

7 Machinery, transport and 
equipment 1 6 .9 ' 2 1 .0 1 8 .6 1 9 .1 1 9 .0

8 Miscellaneous manufactured 
articles 4-7 5.2 5.2 4.9 6 .0

9 Miscellaneous transactions 
and commodities 3.2 3.4 3-6 3 .5 4.1

TOTAL 61 .5 7 0 .0 6 8 .9 69 .5 73.7

Source : Statistical Abstract 1963.

Note; Totals may not equal to the sum of components as a result of rounding.



Table 8 

NET IMPORTS

Percentage Distribution by SITC Classifications

SITC
section
code

number

'

SITC section
1959 I960 1961 I962 1963

0 Food 8.2 5.2 9 .9 / 10.1 6.9

Ì Beverages and tobacco 1*5 1.1 1.4 1,0 1 .1

2 Crude materials inedible, 
except fuels 0 .9 1.2 1.5 1.0 1 .1

3 Mineral fuels, lubricants 
and related materials 12.2 11.4. 11.0 11.8 1 1 .3

4 Animal' and vegetable oils O .5 0 .8 1.2 1.4 '• 0 .9

5
and fats 

Chemicals 7.2 7.4 7.5 7.5 8.2

6 Manufactured goods chiefly 
classified by material 2 9 .2 3 0 .6 2 7 .8 27-7 3 0 .9

7 Machinery, transport and 
equipment 2 7 .5 3 0 .0 2 7.O 27.5 2 5 .8

8 Miscellaneous manufactured 
articles 7 .7 7.5 7.5 7.0 8.2

! 9

!

Miscellaneous transactions 
and commodities 5 .3 4.8 5.2 5.0 5 .6

i-.....
TOTAL 100 100 100 100 100

Source : Statistical Abstract 1963.



75. Table 9 below indicates the major items imported into Kenya in I963 and 
shows the percentage share of each contributed by external suppliers,„and by 
Tanganyika and Uganda. Certain effects on'the composition of“Kenya's principal 
external and interterritorial imports are likely to result from recently completed
projects"and' from the implementation of certain schemes mentioned in the .....
Development Plan. For example, Kenya will produce an increasing • 
quantity of petroleum products so that imports of this item, presently the third 
in importance of all imports, will decline considerably. On the other hand, 
imports of crude petroleum, needed for the Mombasa refinery, will have to increase 
unless1petroleum in exploitable quantities"is' discovered within Kenyan As a - 
result of the construction of the new mill to pulp local softwood, imports of 
paper will decline and probably the processing industry will grow as well so that 
imports of paper manufactures will also fall. In view of the aim, expressed in 
the Plan, to achieve self-sufficiency in sugar, imports of unrefined sugar from 
Uganda, presently valued at £2 million, will fall away over the Plan period. 
Similarly, with the installation of generating capacity on the Tana River, imports 
of electric energy from Uganda may also cease. Other commodities, imports 
of which are likely to decline as a result of import substitution, are. blankets, 
insecticides, aluminium manufactures, footwear, and rice. Another probable 
change in the structure of Kenya's imports during the Plan period will be the 
replacement of external imports by imports from Tanganyika and Uganda, 
particularly in the consumer goods range, but also of such items as fertilizers.



Table 9 '

PRINCIPAL WET EXTERNAL_AND-.INTgRTERRI!TORIAL IMPORTS , 1963

Commodity
Total 

imports 

£’ 000

cß> share of

Inter-
External territorial

Transport equipment 8,345 100.0
Machinery other than electric 7 ,6 2 2 9 9 . 9 0.1
Petroleum products 7,038 100.0 -

Iron and steel manufactures 4,8l6 9 9 . 3 0 . 7
Cotton fabrics (piece-goods) 3,790 7 0 . 6 2 9 . 4
Paper, paperboard and manufactures thereof 3,023 9 9 . 9 0.1
Fabrics of synthetic fibres including artificial silk 2,414 9 7 . 1 2 . 9
Electrical machinery, apparatus and appliances 2 , 1 8 6 100.0 -
Sugar, unrefined 2,041 - 100.0
Clothing, except fur clothing 1,629 9 5 . 0 5 . 0
Medicinal and pharmaceutical products 1,308 9 9 . 6 0.4
Tea 1 , 2 2 6 9 2 . 6 7 . 4
Rubber tyres and tubes 1,065 100.0 -

Scientific, medical, controlling, photographic etc.
1 , 0 5 8instruments 100.0 -

Petroleum, crude and partly refined 1,054 100.0 -

Vegetable oils 1,03? 24.5 75 .5
Blankets and travelling rugs 975 8 5.I 14.9
Printed matter 950 9 8 , 8 1.2
Fertilizers, manufactured 941 96.3 3 . 7
Radio and television sets 877 100.0 -

Insecticides, fungicides, etc. 808 100.0 -

Sugar, refined 790 100.0 ■ -

Cigarettes 773 1 3 . 6 86.4
Chemicals, organic and inorganic 710 9 7 . 3 2 . 7
Textile yarn and thread 678 100.0 -

Aluminium manufactures , 589 9 7 . 8 2.2
Alcoholic beverages * 572 9 6 . 2 3.8
Footwear 561 33 . 5 66.5
Jute bags and sacks 536 100.0 -

Hand tools of metal 498 100.0 . -

Tobacco, unmanufactured 46l 1 9 . 1 8O .9
Pigments, paints, varnishes, dyestuffs, etc. 46Ì 9 1 . 3 8.7
Rice 460 7 5 . 9 24.1
Soaps and Cleansing preparations 442 6 5 . 4 34 . 6
Wood and cork manufactures 411 7 8 . 6 21.4
Synthetic plastic materials 389 100.0 -

Sanitary, plumbing, heating, etc. materials 387 100.0 -

Electric energy 387 - 100.0
Wheat and spelt, unmilled 341 68.6 3 1 . 4
Animal oils and fats 336 8 5 . 4 14.6
Milk and cream 325 100.0 _

Hardware of metal 317 100.0 -

Total of items specified above 64,627 8 9 . 4 10.6

Total external and interterritorial imports 82,851 8 8 . 9 1 1 . 1 !
1

Source: "Economic and. Statistical Review" : June 1964.



THE .PLAN ' S'. TBÀDE. AND PAYMENTS PROJECTIONS 

AND SOME OF THEIR IMPLICATIONS

(a) .Exports

7 6. In Table 10 below, the Plan's projections concerning exports in 1970 are 
compared with actual exports in Ï9 6 2. Äs the Plan does not differentiate between 
external and interterritorial exports, these are treated together in thè table.
The table shows that, despite the aim of the Plan to bring about a degree of 
diversification of the economy, this will not, as far as exports are concerned, 
assuming that the targets postulated in the Plan eventuate j occur by 1970. In , 
1962, the six most important individual export commodities : coffee, tea, sisal,
meat and meat preparations, pyrethrum and cereals, contributed 56 per cent of 
total exports. B y 1970, it is expected that cotton will have replaced meat and 
.meat preparations in the first six export commodities but these will, together, 
constitute 60 per cent of total exports in that year. Another interesting feature 
is that, despite a 30 per cent increase in absolute terms, the contribution of 
non-agricultural"commodities to total exports will decline, according to the Plan 
estimates, from 29 per cent in I962 to 26 per cent in 1970. This may perhaps seem 
surprising in view of the fact that further progress in the manufacturing sector 
is postulated in. the Plan. However, it would seem that the emphasis being accorded 
agriculture in the Plan,combined with the probability that domestic demand for. 
locally manufactured goods will rise, makes this estimate realistic. Another 
implication of the table is that the commodities mainly falling into external 
trade, i.e. all those listed except cereals, will contribute proportionately more 
to total exports in 1970 (64 per cent) than they did in 1962 (54 per cent). It 
may therefore be inferred that external exports are expected to rise at a rather 
faster rate than.interterritorial exports, in sharp contrast to the trend of recent 
years. However it should be noted, in this connexion, that, in these recent years, 
external exports have not risen as fast as they would have done under conditions 
of stable commodity prices which are generally postulated in the Plan.forecast 
for future years. This price factor is not of any marked importance in relation 
to interterritorial trade.



PROJECTED CHANGES IN VALUE ÜF KENYA'S EXPORTS TO ALL COUNTRIES

1962

% of 
total

value
£m

1970

% of 
total

value 
' £m •

% change

1962-70

Coffee 20 10.8 24 1 9 .2 78

Tea 11 5*8 12 9.7 67

Sisal 8 4.5 8 6,8 58

Raw cotton 1 0.4 6 4.5 1,025

Pyrethrum 6 5.2 5 4.0 25

Cereals 5 2.9 5 5.7 28

Meat and meat preparations 6 5.5 4 5.0 -10

Wool 1 0.5 5 2.1 520

Hides and skins 5 1.4 2 2.0 45

Other agricultural commodities 12 6.5 5 4.1 -57

Non-agricultural commodities 29 1 6.I 26 21.0 50

TOTAL 100 55.2 100 8 0.I 45

Note; 1970 values assume continuation of I962 prices, except in the case of coffee. 
Totals may not add because of rounding.

Source : Development Plan 1964-1970. pp.155» 154.



77. The calculations underlying Table 10 must, inevitably, be treated with some 
reserve. In countries such as Kenya, "whose'production depends to a great extent 
on the agricultural sector,., chance factors, and in particular climatic conditions, 
can have a--considerable Impact on-the" volume' of ' "prôdüôtion. ' Such variations in 
annual output distort long-term production trends. For this reason, the 1970

- export- projections must be regarded as indicative of the probable general pattern 
of exports in the last years of this decade and the early 1970's. Moreover, it 
will have been remarked that the projections of export values for the major 
commodities assume that, with the exception of coffee, 1962 prices will prevail
1 in I97O. Such an assumption _is highly unrealistic,, whey., related , to. the individual- • 
commodities, but by no means improbable if applied to the major export commodities 
as a group. In the earlier discussion of export prospects for tea and sisal the 
possibility of a decline in prices was mentioned. On the other hand, there would' 
seem to be a good chance that, in respect of other commodities, 1970 prices may be 
in excess of those prevailing in 1962. Thus, for a country such as Kenya whose 
agricultural exports are relatively well diversified, an assumption of constant 
prices is methodologically valid.

(b) Imports , ■

7 8. In the Plan itself, an import projection is set out in the overall balance- 
of-payments forecast, reproduced here in Table 11. This shows that the Plan 
forecasts that consumer goods imports will rise very slowly, at a rate of less 
than 2 per cent per annum; capital'goods imports will double in the period 
1962-1970; and imports of producers goods needed to supply Kenya's growing 
manufacturing sector with raw materials and farms with fertilizers, will increase 
by 50 per cent. Whilst the projected increases for imports of capital goods and 
producers goods would seem realistic, the projected rise in imports of consumer 
goods may prove, in practice, to be too conservative. It would seem unlikely that 
imports of consumer goods will rise at a rate of less than 2 per cent per annum 
when population is rising at a rate of 3*1 per cent per annum and .when, in terms 
of the Plan, per caput income will be growing at 2.6 per cent per annum. Although 
the Plan does not distinguish in its import projection between, external, and : 
interterritorial imports, it may be expected that, assuming trade relationships 
between the three East African countries remain substantially as they are at 
presgnt,the,..pCQpQr.tion.-of .interterritorial-imports in the "total -will -increase.“""

Despite the fact that certain important commodities, now being imported from 
Uganda, i.e. sugar and electric energy, will, in terms of the Plan, be replaced by 
Kenya production by 1970.



(c) Balance of payments

79* Table 11 reproduces the Plan's estimate of the balance-of-payments position 
in I97O, as compared with 1962. The export projections have been derived from 
Ta.ble 10 and the import projections have been discussed in the preceding 
paragraph. The "table shows' that the anticipated balance of trade deficit of 
£24.6 million will be partly offset by a surplus on invisibles account of 
£1 5 .2 million, mainly as a result of a considerable increase in tourist receipts, 
and that the overall deficit or current account will be £9.4 million. In the 
balance-of-payments projection, the balance on capital account is employed as a 
balancing item to bring payments into equilibrium without a change in the assets 
of the monetary authorities (the East African Currency Board and the commercial 
banks). In fact, however, in accordance with calculations in Section 3> foreign 
capital requirements during the Plan period would, on average, be about 
£25 million per annum and may be in excess of this figure in 1970* Thus, if Kenya 
is to obtain the foreign aid needed to undertake investment proposed under the Plan, 
it would seem, on the basis of the other projections in Table 11, that a surplus 
in the balance of payments of some £15 million, could be anticipated in 1970.

"Table 11

BAIAMCE OF PAYMENTS 
1962 AMD 1970

£ millions

1962 I97O

CURRENT ACCOUNT 
Domestic exports
Agricultural products 
Other products

39.1
16 .1

59.1
21.0

Total exports 55.2 8 0.I

Retained imports 
Consumer goods 
Producer goods 
Capital goods

33-2
24.1
13 .2

38.5
36.4
27.8

Total retained imports 7 0 .5 102.7

Balance of trade 
Coverage adjustment

- 1 5 . 3  

-  2 .0
- 22.6 
-  2.0

ADJUSTED BALANCE OF TRADE -I7 . 3 -24.6



Table 11 (cont'd)

1962 1970

Foreign travel 1 .8 8 .1
Transportation 7.5 11.0
Margin on transferred imports 7-3 10.7
Investment income - 7-6 -14.0
.Public transactions 7 .1 -

Other - 3-8 - 0 .6

Total invisibles 1 2 .3 • I5 .2
BALANCE ON CURRENT ACCOUNT - 5.0 -9.4

CAPITAL ACCOUNT
Public loans and grants 1 2 .6 -

Private loans and grants - 3 .6

9 .0 9.4
Net errors and omissions - 4.0

Source: Development Plan, page lj)j5*

(d) Some Implications

80. Table 12 below shows the contribution of exports, and the ratio of imports, 
to monetary gross domestic product both in recent years and, on the basis of'the 
Plan's forecasts, in 1970. It is assumed in the table that the ratio of inter
territorial to total exports would, in 1970, be the same as in I963, perhaps an 
unlikely assumption in the light of the considerations outlined in paragraph j 6  

above. The table shows that production in Kenya will be less, but only slightly 
less, oriented towards exports in 1970 than it was in I962 and 1965) with total 
exports contributing about the same proportion of monetary gross domestic product 
as they did in i960 and I96I. Thus the trend of recent years for the economy to 
become more export oriented will have been reversed. There would also be a slight 
decline in the ratio of imports to monetary gross domestic product. It will be 
noted that this ratio has been declining very rapidly in recent years both because 
of the decline, absolute as well as relative, of capital goods imports and as a 
result of the replacement of consumer goods imports by domestic production,



EXPORTS AND IMPORTS RELATED TO MONETARY GROSS DOMESTIC PRODUCT

(1) (2) (?) (4) (5) (6) (7) (8) (9)
Monetary Exports (2)as Inter (4) as (4)as (2)and Total (8) as

gross outside % of territorial % of % of (4) as imports % of
Year

domestic East (1) exports (2) (1) % of (1)
product Africa^ (1)
£m £m £m £m

1955 134.74 25-7 19 6.0 20 4 24 71.5 53
1957 154.22 26.4 17 11.4 30 7 25 72.0 47
1959 I6I .76 33-3 21 I2 .3 27 8 28 6I .5 38
1961 176.81 35-3 20 15 .9 31 9 29 6 8 .9 39
1962 180.01 37-9 21 1 7 .3 31 10 31 69.5 38

1963 1 9 3.281 43.8 23 1 9 .8 10 33 73-7 38
1970 280.74 55.33 20 24.8? 31 9 29 102.7 37

Source: Calculated from Plan projections and data appearing in earlier tables.

'Figure provisional.

3
Assuming the proportions of interterritorial and external exports in total 

exports are the same as in 1963-

8l. The fact that, even by 1970, exports will contribute nearly 30 per cent of 
monetary gross domestic product carries with it certain implications. The most 
obvious one is that a decline in the value of exports would have a substantial 
effect at the level of income in Kenya's monetary economy.-*- Although Kenya's 
exports are not greatly affected by trade barriers there can be no doubt that the 
removal or reduction of such barriers, particularly those which act as a curb on 
the consumption of such products as coffee and tea, would have a beneficial effect 
on Kenya's earnings from exports. Apart from the possibility of a shortage of 
skilled manpower, consideration of which would fall outside the scope of this study, 
the major factors likely to impede the implementation of Kenya's Development Plan 
would appear to be the shortage of domestic savings and the slow rate of growth of 
Government tax revenues. The savings gap can, to a large extent, be met by foreign 
aid but, because of the impact of such aid on Kenya's external public debt and the 
burden of servicing this foreign debt it would be desirable, as far as possible, for 
Kenya to increase the level of domestic savings, a task which would be greatly 
facilitated if export receipts were to be at a satisfactory level. Similarly the

Apart from the direct effects on the earnings of persons producing for export, 
such a decline would have repercussions throughout the economy particularly on 
earnings in commerce, the demand for domestic manufactures, and Government tax 
revenues.



growth in income generated by bouyancy in the export sector would contribute 
greatly to overcoming the problem which the Kenya- Government faces in increasing 
its tax revenues to meet the expected growth in its current expenditure.

82. As noted in Table 11, the Plan forecasts an adverse balance on current 
account in 1970, of some £9.4 million, a figure which would seem to be con- - 
siderably below Kenya's foreign capital requirements, in the public and private 
sectors combined, in that year. It must, however, be remembered that Kenya forms 
part of an East African currency area and that foreign exchange shortages would 
be manifested on an East African rather than on an individual country basis.
There are, however, reasons to suppose that taking into account projections for 
the three individual countries, a foreign exchange shortage, per se, a problem with 
which a number of developing countries are faced, may not, at least by 1970» be 
present in East Africa in an acute form.



BRIEF ECONOMIC SURVEY

Outline

1. This Annex contains a brief description of the main features of the economy 
to provide background information for the reader previously unacquainted with the 
Kenyan economy. More details on certain topics appear elsewhere as indicated
in footnotes.

Geography

2. Kenya, which lies four degrees each side of the equator on the East Coast of 
Africa, has a total area of 225,000 square miles, an area comparable to that of 
France. Although in equatorial latitudes, Kenya experiences marked differences 
in climatic conditions mainly caused by variations in altitude. The highlands 
in South Western quarter of the comtry, which generally have an altitude between
5,000 to 9>000 feet, have a mean temperature of 55~60°F. and a rainfall of 
3O-5O inches per year.

Population

3- Of a total population of 9*1 million, about 8.8 million are Africans. The 
rate of population growth is comparatively high in Kenya, about 3*1 per cent per 
annum, as against 2.5 in Uganda, 2.1 in Tanganyika and a rate' of 2.2 per cent for 
the whole of Africa. The population of Nairobi, the capital and largest city, was 
in 1962 estimated at 267,000. The other major urban centres are the port Mombasa, 
(l80,000), Nakuru (38,000), Kisumu (23,000) and Eldoret (20,000). The urban 
population has been increasing by 6 per cent per annum, but despite this growth, 
less than 7 per cent of the population live in the ten towns with a population of 
over 5,000.

4. As a result of paucity of rainfall over most of the country, the proportion 
of arable land in the total area of Kenya is relatively low. . The two thirds of 
the country receiving less than 20 inches is only suited to extensive grazing.
The bulk of the country's population earns its livelihood in the agriculturally 
rich South Western highlands from the sale of cash crops and from subsistence -in 
production of'basic foodstuffs. It is in this region, moreover, that the process 
of urbanization has progressed furthest and where manufacturing activity is 
concentrated.



Structure of the economy

(a) Agriculture'

5. About 85 per cent of the African population and nearly one third of the 
Europeans in Kenya are engaged in farming and livestock raising, making 
agriculture the principal economic activity in the country. Agriculture, live
stock raising, forestry and fishing contributed, in 1965, about £111 million or 
42 per cent of the total gross domestic product of £ 26o million.

6. A feature of the Kenyan agricultural economy is the importance of the large- 
scale farming sector, which produces nearly four fifths of the marketed agricultural 
products. Large-scale farming, which is pursued on an area of nearly J . J  million 
acres, takes two basic forms :

(a) cultivation on highly capitalized monocultura! plantations of crops 
such as coffee, sisal, tea and sugar cane;

(b) mixed farming, where livestock raising and dairy farming is combined 
with the production of wheat and maize as well as pulses, vegetables, 
fruits, and pyrethrum.

The residual arable area of 11.9 million acres comprises small farms on which 
production is mainly undertaken for subsistence purposes. There has, however, been 
a rapid increase in sales by peasant producers of surplus food crops, as well as 
of export crops, such as coffee, tea, pyrethrum, sisal and cotton.

7. An important change in Kenya’s agricultural economy was introduced in i960, 
when it was decided to settle African producers in substantial numbers in the 
large farm.sector. The settlement schemes which have been introduced providé 
for the transfer of" ownership of about 1.15 million acres of land from European 
farmers to Africans. The large-scale farms, which are purchased by the 
Government from European farmers, are divided into economically viable units for 
settlement by African families who receive from the Government a land purchase

^A more detailed exposition of the agricultural sector is contained in



loan repayable after thirty years and a development loan repayable after
ten years. Between i960 and 1965> a total number of 35»000 families are expected
to be settled under these schemes, and by June 1964, about 16,000 families had
taken over their farms. A further settlement scheme, involving 1.2 million acres, 
is presently under consideration.

(b) Distribution

8. Although essentially a rural economy, Kenya is, as compared with other 
countries in the region, economically relatively well .diversified. In Kenya .. 
agriculture contributes 42 per cent of gross domestic product, while in Uganda and 
Tanganyika, the share of agriculture is 60 per cent or more. Apart from 
agriculture, the two important sectors of the Kenyan economy are distribution
and manufacturing, contributing respectively 12 per cent and 9 per »ent'of the 
gross domestic product. The relative importance of the distributive trade is 
mainly due to the key position which Kenya occupies in the East African economy. 
Mombasa not only handles the bulk of Kenya's external! trade but nearly all of 
Uganda's and a third of Tanganyika's. Most of the major firms which operate 
in the East African customs union maintain head offices and stocks either in 
Nairobi or Mombasa, whence goods are distributed to other points in East Africa.
It is difficult to estimate precisely the income derived by Kenya from this 
entrepot activity, but it is noteworthy that, in I963, Kenya's direct imports, 
which include goods imported into Kenya for transfer to Uganda and Tanganyika, 
amounted to £96.4 million, while its net imports were estimated at £73-7 million.

(c) Manuf ac. turing

9. Manufacturing in Kenya is based on the processing of agricultural and 
forest products, and the production of consumer goods for the domestic and 
East African market, It is estimated that “probably as much as one quarter of 
the products of Kenya's manufacturing industry goes to other territories ; in 
the case of footwear and cigarette industries, the proportion is one half; the 
dairy industry about a third"2; a feature of Kenya's industrial development is 
the concentration of manufacturing activity in or around Nairobi, which, with its 
rail links with the port of Mobbasa and Uganda, is admirably placed for marketing.

(d) Basic economic services

10. The basic services,, transport and communications, water and electricity are
fairly well developed in Kenya. The main means of transport from the coast, to
Nairobi, the highlands and Uganda is by rail. Railways are operated by the
East African Railways and Harbours Administration as a joint East African venture.

"External" is employed here and elsewhere in the study to describe extra 
East African trade while trade between the three countries in the customs union 
is designated "interterritorial".

^East Africa: Report of the Economic and Fiscal Commission (paragraph 24) 
HMS0 I96I.



In addition to the main line which runs from Mombasa to Nairobi and to Kampala 
in Uganda, there are a number of branch lines, such as that to Kisumu, the 
main Kenya port on Lake Victoria, and Nanyuki which lies in the rich farming 
area of Central Province. The total road mileage is about 24.,700 miles, 
connecting most of the important towns and commercial centres, and the Government 
has undertaken an extensive programme to improve trunk and feeder road 
communication.

Recent developments in the economy

11. Despite political uncertainties in the years immediately preceding 
independence., gross domestic product at market prices rose during 1954-63 at an 
annual compound rate of 5*7 per cent. Between 1958-63, the rate of increase 
was, however, much slower; about 4.6 per cent per annum. These rates of growth 
do not take into account changes in prices that occurred during the period.
Price information is limited to two urban consumer price indices-*- but the real 
rate of growth can be assumed to lie between 3 and 4 per cent per annum in 1958-63.

12. Table 1 indicates, by sector of the economy, the development of Kenya's 
gross domestic product at factor cost between 1954 and I9 6 3. Although gross 
domestic product increased at an average rate of 5»7 per cent, during the 
period, progress has been uneven. Extensive capital formation, mainly financed 
from abroad, boosted production and exports between 1954 and 1959» Thereafter, 
however, bad weather in certain parts of the country, which reduced output in 
the subsistence sector by nearly 10 per cent, and political uncertainties slowed 
down the rate of growth. Production in both subsistence and monetary' 
agriculture revived during 1962 and 1963, mainly because of the favourable 
weather conditions and higher export prices for sisal. A noticeable feature a 
of economic development during the period was that the share of subsistence 
sector in the total gross domestic product declined from 29 per cent in 1954 to 
25 per cent in 1963, indicating perhaps the increasing participation of Africans 
in the cash economy.^ *

1 3. In the agricultural sector, the cash output of small farm sector increased 
at an average rate of 7«5 per cent as compared to 4.4 per cent in the large farm 
sector. The patterns of growth for main crops have also differed considerably in 
the two farming sectors. In the small farm sector, ' production of coffee,
pyrethrum, and meat increased considerably, whilst, on the large farms, there 
was a rise in output of sugar, tea and sisal. In the small farm sector̂  growth

^"Nairobi Cost of Living Index" and the Nairobi "Wage Earners Index".

2
It should, however, be noted that statistical information relating to the 

subsistence sector must be treated with some degree of caution.



in production can be attributed to the emergence of the peasant farmer as a 
cash, and more particularly export, crop producer, whilst in the large farm 
sector, productivity has increased by reason of new areas being brought under 
cultivation and a rise' in yields. The manufacturing sector grew during the 
period at a rate of 6.5 per cent, with the main impetus .being provided by the 
manufacture of consumer goods such as beverages, tobacco, textiles, footwear and 
paper and paper products, and in the processing of meat and dairy products.
Banking■and insurance, electricity and water, transport and services also recorded 
significant increases during the period, albeit from small basés. However, mainly 
because of the political uncertainties, investment in building and construction 
declined from £21 million to £12.9 million and the share of construction in total 
gross domestic product declined from 4 per cent in 195^ to 1.8 per cent in 1965 .̂  
The building recession also affected dependent industries, especially saw-milling 
and cement. ’

'Construction activity in 195^ was however exceptionally high because of an
intensive road construction programme undertaken in that year.



Gross Domestic Product at Factor Cost

m  cd
CD O

o \  a \  
ro ui

- Current Value

(in million pounds)

195^ % 1957 % i960 % 1962 % 1963 % % increase
Annual

£m £m £m £ m £m 1954-1963
rate "of
increase

Agriculture 19.8 12.5 23,8 11.6 29,4 13.1 28.5 11.7 33.2 12.8 67.7 5.86

Livestock 6,4 4,0 8,1 3.9 9.2 4,1 9.6 3,9 9.4 3.6 46.9 4.37

Forestry- 0.6 0,4 0,7 0.3 0 .8 0,4 1 ,0 0.4 0 ,8 0.3 33.-3 3.22

Fishing and hunting 1.7 1,0 1,0 0,5 0 .5 0,2 0 .8 0.3 0 .9 0.3 -47.1 -4.1

Mining and quarrying 0 .9 0.6 1,3 0 , 6 1,1 0 ,5 0 ,8 0,3 0 ,9 0.3 0 -

Manufacturing 14,1 9.0 19,8 9,6 21,6 9 ,6 23 .0 9,4 24.4 9.4 73.0 6.28

Construction 6,3 4,0 9,6 4,7 7.9 3,5 6.8 2,8 4.9 1.9 -22.2 -2.2

Electricity and water 1,2 0 .8 2,1 1,0 2 ,8 1.2 3.3 1.4 3.6 1.4 200 I2 .9

Transport 11.8 7-5 18 ,6 9.1 20,3 9 .O 2 2 ,3 9.1 24.8 9.5 110.2 8.59

Wholesale and retail trade 21.6 13.7 27.5 1 3 .3 2 9 .0 1 2  S 30 .Ì * 12.3 3 1 .9 12.3 47.7 4.37

Banking, insurance and
real estate 1.4 0.9 2.8 1.4 3,5 1.6 4,0 1,6 4.2 1.6 200.0 I2 .9

Government services 1 3 .9 8.8 20.2 9.8 23 ..2 10.3 2 8 .1 11.4 29,7 11.4 II3 .7 9 .O

Other services (inc. rent) 12.7 8.1 18 .8 9,1 2 6 .0 11. Q 2 2 ,6 9-3 24.8 9,5 95.3 6 ,82

Total Monetary economy 112.5 7 1 .2 154 .2 74.9 175.3 77.7 180 .9 74.1 193 .3 74.3 71.8 6.21

Subsistance - Agriculture •

and other related 
activities

45.6 2 8 .8 5I .7 2 5 .I 5 0 .2 22.3 6 3 .2 25.9 66.7 2S.7 46.3 4.29

Total product 158# 0 100.0 20 5 .9 100.0 225 .5 100.0 244.1

V

100.0 260 .0 100.0 64.6 5.7



Gross capital formation .....................

14. Data on gross capital formation for Kenya relate only to the monetary sector 
of the economy, and, thus, do not indicate the real extent of capital f ormation in 
Kenya, Table 2 shows that, mainly as a result of political uncertainties, fixed 
capital formation declined from an average of £45 million in 1955 and 1956 to 
about £29 million in 1963. As a percentage of monetary gross domestic product» 
gross capital formation in■I963 was only 15 per cent,, as against 25 per cent to 
31 per cent in the earlier years. Private investment, which had risen to 
£30.7 million in 1956, tapered off to £17.5 million in 196li In the last
two years private capital formation appears to have stabilized at £20 million 
per year. Public capital formation was high in 1954-55, mainly due to heavy 
expenditure by EACSO, particularly on railway extension, and when this was 
completed, expanding outlays by the Kenya Government, mainly for education, roads 
etc., helped, for a time, to offset the decline. During I963, however, 
there was a sharp fall in public investment to a level of £9 .4  million, as against 
an average of £14 million in the previous two years.

Employment

1 5 . The number employed in Kenya's monetary economy in I 963 , was 535,000 of which
480,000 were Africans. About 4o per cent found employment in large farm agriculture, 
with most of the rest earning their livelihood in industry, construction, commerce 
and public services. Between i960 and 1963 recorded employment declined by
14 per cent. The most marked fall was in agriculture (21 per cent) but with falls 
of l6 per cent and 3 per cent respectively being recorded in private industry and 
commerce and public services. As far as industry is concerned, studies conducted 
by the Kenyan Department of Statistics show that manufacturing processes in Kenya 
have become more capital intensive, resulting in lower employment than in the past. 
Mechanization has undoubtedly occurred in agriculture, which accounts for part at 
least of the decline in employment in the sector.

16 . In the years I960-I963, when the number in employment declined by nearly
9 0 .0 0 0 .1t estimated that the adult African population increased by 300,000 to
400.000. Whilst, undoubtedly, there was in this period a rise in the number of 
self-employed persons, unemployment, particularly in the urban areas, became an 
acute problem. In an attempt to stem the decline in employment, a tripartite 
agreement was signed in February 1964 between the Government> the Federation of 
Kenya Employers and the Kenya Federation of Labour, providing for an increase in the 
unskilled labour force by about 10 per cent for each private employer and 15 per cent 
in the case of Government. In returfi,trie Kenya Federation of Labour has



TABLE 2

Gross Fixed Capital Formation^

(£ million - at current market prices)

Year
Public Sector

:
Private Sector Total 

Public and 
Private

GDP 
Monetary at 
factor cost

Total as % 

of monetary 
GDPGovt. EACSO5 TotalI 

I

Large farms Other
Private

Total

1954 8.6 8.2
1

1 6.8 : 4.4 14.1 18.5 35.3 112.5 3 1 .4 1

1955 9.8 9.2 1 9 .0 4.4 20.4 24.8 43.8 134.7 32.5

1956 1 0 .3 4.7 1.4 .9 ' 4.8 25.9 30.8 45.7 145.2 3 1 .5

1957 IO.9 5.5 1 6 .4 '5.5 23.7 29 .2 45.6 154.2 2 9 .6

1958 9.6 3.7 13*3] 5.7 21.0 26.7 40.0 I5 5 .5 25.7

1959 10.5 3.2 1 3. s! 5.7 21.0 26.7 40.3 ' I6I .8 24.9

i960 12.3 2.1 14.4 5.4 21.6 27.O 41.4 I7 5 .3 2 3 .6

1961 12.4 2.1 14.5- 4.6 12.9 ■3-7.4 31.9 176 .8 I8 .O i

I9622 10.8 2.0 12.8' 3.6 16.9 20.5 33.3 I8O.9 18.4 :

I9632 7.8 1.7 9.5 3.6 15.9 I9 .5 2 9 .0 I9 3 .3 I5 .O 1
■ \

Small farm agriculture sector not included.

2
Provisional.

"5Includes East African Railways and Harbours and East African Post and Telecommunications. 

Source: Statistical Abstract 1963»
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agreed not to press for wage increases and the Government has agreed to establish 
maximum prices for foodstuffs and other necessities. Mainly as a result of 
this agreement, an additional 22,000 persons were provided with employment by 
June 1964. tJhile Kenya is facing serious unemployment of unskilled workers, there 
is a shortage of personnel at the technical and managerial levels. Efforts are 
being made to remedy this situation by improving education facilities.

Foreign trade

(a) Exports and imports

1 7 . Exports play a dominant rôle in the Kenyan economy. The increasing depen
dence of the economy on exports in recent years is evident from the fact that 
the share of external exports in monetary gross domestic product increased: ;
from l8 per cent in 1954jto 23 per cent in I9 63. Table 3 shows the evolution 
of exports and- -imports y both external and inter ter ritoria], between 1957 and 
1963 . During the period, earnings from external exports increased at a raté 
of 9 per-cent per annum ̂ • In I9 6 3-total exports amounted to one third of monetary 
gross domestic product. External imports have remained more or less stable at. 
their 1957 level and, consequently, the share of imports in the monetary gross 
domestic product declined from 51 per , cent in 1954 to about 38 per cent in I9 63.
The main reason for the failure of imports to grow appears : to be thé decline -in: 
capital formation rather than the development of import substitute industries'in 
Kenya,although the latter proçess has; undoubtedly occurred. A combination of• 
stable imports and-of-increased exports-has resulted in-a-decline in the external 
trade deficit from £.40.7 million to £22.7 million.



TABLE 3 

Exports and Imports

Value in £'000

. Percent Annual

1957 1959 1961 1962 1963 age change rates of

57-63 change
per cent

Imports
Net imports from

outside East Africa 72,003 61,508 70,069 69,494 73,688 2 ' 0.33

Inter-territorial trade
from (a) Tanganyika 1,521 1,848 1,844 1,954 2,915 9 2 .O 11

from (b) Uganda 2,991 3,640 5,152 5,386 6,248 2Ò9.0 13

Total 76,516 66,996 75,932 76,834 82,851 8 • 1

Exports
Domestic exports to

outside East Africa 26,361 33,306 35,326 37,913 43,832 6 6 .3 9
Inter-territorial trade:
to (a) Tanganyika 5,393 6,513 8,901 10,017 10,365 92 11

to (b) Uganda 5,526 5,784 7,047 7,303 9,425 70 9

Total 37 ,280 45,603 51,274 55,232 63,622 71 9

Re-exports 4,887 5,079 6,418 7,235 7,147 46 6

’
Total exports 42,167 50,682 57,692 62,467 70,769 68 9

Visible balance of trade
(a) External trade -40,754 -23,123 -27,193 -24,347 -22,709 - -

(b) Inter-territorial
trade:

(l) Tanganyika + 3,872 + 4,665 + 7,057 + 8 ,063 + 7,450 - -

(2) Uganda + 2,535 + 2,144 + 1,043 + 1,917 + 3,177 - -

1
Total (a) + (b) -34,347 -16,314 -18,240 -14,366 -12,182 - -

Source? Statistical Abstract I963, and Annual Trade Report of Kenya, Uganda 
and Tanganyika 1963-

1

From 1959 figures for interterritorial trade exclude excise duties and 
are thus not directly comparable with those for 1957 which include excise,



18 . Although Kenya’s external exports consist mainly of primary commodities, 
considerable shifts have taken place in their composition and they have become 
more diversified. In 1956 coffqe provided nearly 47 per cent of total exports, 
while in 1963 it accounted for just over 25 per cent. Meat and meat prepara
tions, tea, sisal and pyrethrurn which contributed about 20 per cent of export 
earnings in 1956, contributed 42 per cent in I9 6 3.

1 9. Considerable changes have also occurred in Kenya's markets for exports
as well as sources of imports. The United Kingdom, which took nearly a third of 
Kenya","s''exports'"in' 1954, purchased only "a quarter in 1963. Thè ' share "of"""the 
United Kingdom in imports also declined from 45 per cent in 1954 to about 
33 per "cent in I9 6 3. " Kenya's exports" "to' EEC countries,' especially" olTcof f ee to 
West Germany, have been steadily rising, while imports of cotton textiles and 
consumer appliances from "Japan have"increased'substantially.' .....

 __ (c) Interterritorial trade"*- __ _ _______

20. A..feature..of Kenya's foreign trade is the growing importance of trade with 
its two East African partners. During this period Kenya's exports to Tanganyika 
and Uganda increased at annual rates of 11 per. .cent and 9_J?er cent respectively, 
while its imports from these two countries rose by.nearly 11,per cent and 
13„..per cent per annum. The surplus Kenya has enjoyed in her interterritorial 
trade has to some extent offset her deficit in external trade. In contrast with 
Kenya's external trade, which_largely comprises; primary commodities, over a half 
of its exports to its partners in East Africa are of processed or manufactured 
goods such as cigarettes, beer, soaps, insecticides, metal manufactures and 
processed dairy produce. Among the major commodities which Kenya imports from 
its partners are sugar, cotton textiles, and vegetable oils_....... ........ .

Terms of trade

21. Table, 4 shows the trends in value, volume and price of Kenya's external^ 
trade in the period between 1954 and 1963. It will be noted that, while the volume 
of exports increased during the period byjL50 per cent, prices declined by
about 14 per cent and export receipts rose by only 115 per cent. The terms of 
trade which had declined by nearly 25 per cent during the■period; from 1954 to i960, 
improved in 1961 and 1962, only to deteriorate sharply in I963 as a result of 
increased import prices.

22. Balance-of-payments figures arc available for the whole of East Africa, but 
no published official estimates for Kenya alone exist.^ "Ah estimate for Bast- 
Africa as a whole appears in Annex III.

"*"Ihe nature of the trade relations between the three East African countries, 
Kenya, Tanzania and Uganda are described in Annex III.

^Except in so far as they arc reproducc-d in Development Plan. See Table 11 
of text.



Trade Indices

Volume, Value and Price-*- 
(1954 = 100)

Exports Imports Terms of Trade-''

Value Volume Price Value Volume Price

1954 100 100 100 100 100 100 100

1955 127 155 95 115 118 98 103

1956 143 151 94 112- 104 108 114

1957 130 141 92 119 108 110 120

1958 145 170 85 101 95 106 125

1959 163 185 88 102 95 107 122

I960 172 195 88 116 105 110 125

1961 172 204 84 114 114 100 119

1962 184 219 84 114 125 91 1 0 8....

19632 ■215 250  ■ 86' 122 X 109 112 130

"TSast African trade excluded.

Provisional.
3
Imports over exports.

Source : Statistical Abstract 1963.



Trade and economic relationships

23. As a Commonwealth country, Kenya enjoys certain tariff preferences in the 
United Kingdom and some other Commonwealth countries. The East African common 
external tariff is, however, non-preferential. Imports from most countries 
generally enter without quantitative restriction or licensing requirement. As a 
member of the sterling area, Kenya maintains exchange restrictions, similar, to 
those of the United Kingdom, mainly designed to prevent unauthorized capital 
movements outside the area. .

24. The nature of the economic relationships between the three East African 
countries is described in detail in Annex III. Suffice it here to note that 
Kenya enjoys free trade with Uganda, and Tanganyika, and,by a process of 
consultation, the three countries maintain, with limited exceptions, a common 
tariff with third countries and constitute a de facto customs union. By 
using established consultative machinery, the three Governments ensure that 
the rates of excise duties, income and company taxes are approximately the
same in all countries. The three countries also maintain certain common services 
which are administered by the East African Common Services Organization (EACSO). 
Hie main common services arc railways and harbours, airways, posts and 
telecommunications, and customs, excise and income tax collection. There is 
free movement of capital between the three countries.

Savings, currency and banking

25. There are no data available on the volume' of domestic savings in Kenya 
or its relationship with the monetary gross domestic product. Kenya shares a 
common currency with her East African neighbours. The East African currency 
is tied tc sterling and there are important links with the London capital and 
money market. The East African Currency Board is the sole issuer of notes 
and' coins, the currency being backed to the extent of about three quarters by 
sterling assets, the balance being invested in local securities of the East 
African Governments. The commercial banking system is relatively well developed 
and banking facilities are offered by a number of private banks, all of which are 
subsidiaries of foreign banks.^ There are also Government savings institutions, 
the Kenya Savings Bank, the Kenya Land Bank, and the Agricultural Finance 
Corporation.

See also Annex III.



THE IMPACT OF THE PLAN ON PRODUCTION

1. This Annex contains a fairly detailed assessment of the impact of the Plan in 
the different producing sectors and for the major individual commodities, especially 
those entering, or likely to enter, into Kenya's foreign trade. The Annex also sets 
out, particularly in relation to the major export commodities, certain background 
material, which, it is considered, might be useful for facilitating the understanding 
of production and marketing problems confronting Kenya.

2. In view of the emphasis of this study on production and export potentialities, 
the assessment which follows will not concern itself with the very considerable 
portion of capital investment, particularly by the Central Government, in such 
fields as health and education, the direct impact of which on current, as opposed 
to future, output is not likely to be very significant.

A. AGRICULTURE: GENERAL .....

(a) Production targets

3. Kenya is essentially a rural econorrçy and, as has been noted earlier, the main 
emphasis in the Plan is on the development of the agricultural sector. The Plan 
itself specifically states "the major burden for ensuring Kenya's economic growth 
during 1964-70 will continue to be borne by the agriculture sector". In I962, 
agriculture and livestock production accounted for 40 per cent of gross domestic 
product (including subsistence) and 89 per cent of exports. Furthermore, 1 million 
of Kenya's estimated 1.5 million families derive their living solely from. the. land. 
Accordingly agricultural development and supporting infra-structure have been 
accorded high priority in the allocation of resources. About £33 million are to be 
spent during the Plan period by the Government and other statutory bodies on agri
culture and livestock.

4. Public expenditure on agricultural and irrigation schemes, as well as.the 
private investment that is likely to be made during the Plan period, is expected, 
on the basis of constant prices, to raise the value of marketed agricultural 
products from £46.7 million in 1962 to £79*2 million in 1970"*", giving an annual 
rate of increase of 6 .8 per cent. As. about 80 per cent of the marketed agricultural 
product is exported, the prices which Kenya is able to get for its major commodities 
will largely determine whether the expected increase in physical output will result 
in higher income. Table 1 shows the estimates for value of production and exports 
in I97O as indicated in the Plan.

5. One of the aims of the Plan is to diversify agricultural production with a 
view to reducing the dependence of the economy cn those crops whose future..market 
prospects have become uncertain, either because of over-supply in the world markets 
or as a result of development of substitutes, by encouraging production of either 
such crops whose prospects in the world markets appear to be good, or those which 
could replace present imports. The targets laid down in the Plan reflect this main 
aim of the Government in the agricultural field. In the past, production of coffee 
was encouraged mainly because of its suitability as a smallholder crop, and because

^Figures for value of production relate to estimated cash return to producers.



Table 1

ESTIMATED PRODUCTION AND EXPORTS OF AGRICULTURAL COMMODITIES IN 1970

Production 
(Estimated returns to 

producers)

Exports

Percentage
Increase

1962 - I97O

1962 1970 1962

Vegetable and 
vegetable _ 
preparations" 

Others

Total

5,980

46,760

10,260

79,250

710
2,64o

39,110

Prod- Exports 
uction

1970

£ '000 £ '000 £ '000 £ '000

Coffee 9,480 16,870 10,780 19,180 78 84
Tea 6 ,690 10,920 5,800 9 ,710 63 67
Sisal 4,520 8,500 4,320 6 ,8 2 0 88 58
Cattle and calves
for slaughter 4,790 5,150 3 ,2 6 0 3,o4o 8 - 7

Dairy products 5,300 6 ,920 2 , l 60 470 30 -  150
Sugar 1,170 3,970 239
Cotton 46o 4,460 440 4,460 860 900
Maize
Wheat

3 ,300
2,140

3 ,900)
3 ,000 )

2,930 3 ,67oj 1 8 )
40) 25

Pyrethrum 2,210 .....  3 ,0 0 0 3 ,1 6 0 4,000 35 26
Wool 370 • : l ,4 8 u 530 2 ,130 300.... 300
Rice ... .. . 310 l ' i l i o .- ■ ■■ 258
Hides and skins. .... 1 ,3 7 0 ...... • 2,000 46
Fruit and fruit 
preparations 1 ,0801,010 7

1,010
1 ,560

59,130

72
42
-41

"̂ Figures for production and exports are not in all cases comparable, and in
some instances export figures include other related items.

3.

Estimates for export's are for meat' and meat preparations"..

Production estimates- are .included in "other items".
Source: Development Plan - 1964-70 - Government -of Kenya.



of the high quality of Kenyan coffee, which gave it a price advantage in the world 
markets. The changed market conditions and in particular the negotiation of the 
International Coffee Agreement have resulted in a curb being placed on new coffee 
plantings. Emphasis- is now being laid on products such as tea, cotton, sisal and 
wool for which the future market prospects appear to be reasonably good. As com
pared with 1962, exports of tea by 1970 are expected to increase by nearly ■—  ..
67 per cent; there would be a nine-fold increase in exports of cottcn; and those 
of wool would nearly quadruple. Among the crops whose production is being en
couraged for import substitution, the most important is sugar, presently imported 
from Uganda. Production of sugar is expected to nearly treble during the period 
making Kenya self-sufficient in sugar by the end of the Plan period.

• (b). Structure of industry

6 . Tables 2 and 3 below show acreages under principal crops in i 960 and 1963.» and 
production of major cash crops between 1954 and 1963 , both tables being broken down 
by large and small farm sectors. The tables demonstrate the changing structure of' ~ 
Kenya's agriculture in recent years. While the large farms continue to predominate 
in the production of tèa; sisal"and wheat, significant changes have occurred in the 
proportionate contributions of the two farm, sectors in the production of certain 
other commodities. Although the. large farm sector produced nearly three quarters of 
Kenya's coffee in .1963» the acreage figures in. Table 2 indicate that in future years 
a greater part of the coffee supply will originate in the small farm sector. Total 
acreages under wattle have declined but, in 1958, production of wattle bark from the • 
small farm sector overtook that of the large farm sector. Large farm acreages under 
pyrethrum have declined but those in the small farm areas have increased.

Table 2

ACREAGES UNDER PRINCIPAL CROPS 'I960 AND 1963 '

'•________________________ ______________  ( '0 0 0 acres)

Crops
■■ Large Farms Small Farms Total

I960 19631 I960 ' I9631 I960 19631

Coffee 71 76 50 95 121 171

Tea 37 44 3 8 40 52

Sisal 245 269 11 25 256 294

Wattle 85 66 , 99 55 .184 121

Sugar ,42 46 . 65 47 .89 93

Pyrethrum 40 29 11 21 ■ 61 ' 50

Wheat 248 278 4 11 '259 289

Maize 142 112
2

n.a.
2

n.a. 142 112

'Preliminary.

Available figures not comparable.
Source : Statistical Abstract I963, Economics and Statistics Division.



PRODUCTION OF MAJOR CASH CROPS ' 
(Thousand tons)

A= small farms, B= large farms

I954: 1955 1956 1957 1958 1959 I960 1961 1962 1965

Coffee A 0 .1 1 .0 0 .8 1.5 2.5 5.6 4.6 7.9 8 .1 9.5
B 12 .2 11 .6 25.1 I7 .O 1 8 ,5 19 .6 18 .8 25 .2 19 .5 26.4

12.5 12 .6 25.9 18 .5 20 .8 25 .2 25.4 55.1 27.4 55-7

Tea A - - - - - 0 .1 0 .1 0 .2 0 .5 0 .6
B 7.8 8.5 9.5 9.8 1 1 .2 12.5 15 .5 12 .2 15.9 17 .2

7-8 8.5 9.5 9.8 11.2 12.4 15.6 12.4 16 .2 17 .8

Sisal A - 0.5 0 .8 0 .1 - 1.5 5.0 6 .5 2 .0 4.4
B 54.4 57.6 5 8 .8 41.0 46.0 55-7 59.6 5 6 .0 56.7 65.7

54.4 57.9 59.6 41.1 46.0 "55.2 •62 .6 6 2 .5 “58.7 7 0 .2

Wattle A 40.5 46.9 5 8 .2 25 .8 25.4 1 8 .1 I9 .O 16 .8 22 .0 22.5
B 1 9.O 20 .2 25 .8 25 .6 56.1 2 8.-5 .. 5I.O 57.1 59.0 26 .5

59.5 67 .1 6 2 .0 49.4 61 .5 46.4 5O.O 55.9 6 1 .0 48.8

Pyrethrum A 0 .2 0.5 0.5 0.4 0.4 0 .6 1 .8 . ro 00 2 .7 1 .8
B 1.9 2.4 2 .8 5.0. 5.4 4.2:. 6.7 7.5 7 .5 5-9

2 .1 2.7 5.1 5.4 5.8 4.8 8.5 10 .2 1 0 .0 5-7

Wheat A * - - - - - 0.7 0 .2 1 .0 ■l.l
B I5 2 .6 152 .6 120.9 1 25.I 102.1 9 6 .2 126.7 99-5 8 5.I 156.5

I5 2 .6 152 .6 120.9 1 25.I 102.1 9 6 .2 127.4 99.7 84.1 157.6

Maize A I2 9.O II6 .O 5 8 .1 57.0 69 .6 79.7 75.2 62.7 7 1 .5 111.5
B 6I .5 89.5 96.5 80 .0 87.5 76.5 7 0 .4 76.4 85.4 100.4

I9O .5 205 .5 154 .6 157.O I5 7.I 156 .2 145.6 I5 9.I 156.7 211 .6

Cotton lint A - 2 .8 5.5 1 .8 2.5 5.7 4.1 2 .8 1 .6 2.7

Rice paddy A n.a. 5 .6 2 .8 4.5 5-4 4.2 9.8 14.6 14.5 12.4

Cashew nuts A 0.9 1 .5 2.5 1.7 1.7 1.9 4.8 5.4 2 .8 4.4

Castor seed B 4.5 5 .4 2.5 .4.2' 4.6 1 .8 2.7 5.6 5.6 4,8

Barley B n.a. 12 .6 24.9 2 7 .6 5 0 .2 24.0 20.7 15 .5 9.9 19 .2

Sugar cane B n. a. n.a. n.a. n.a. n.a. 29O.O 555.0 458 .0 485*0 545.8

Source: Statistical Abstract I963, Economics and Statistics Division, "A National
Cash Crops Policy for Kenya".



(0) Settlement schemes

7. The structural changes reflected in Tables 2 and 3 have, in part at least, 
been brought about by the introduction, in i960, of the several settlement schemes 
devised to transfer certain land in the large farm sector to African ownership.
This - is being effected by the Government's-buying out the large farms and -...
distributing them to settlers on the basis of a loan to be repaid over a number of, 
years. The schemes now being implemented provide for settlement, by about 1965,
of approximately 35,000 families. The various schemes relating to settlement 
fall into the following broad categories:

(i) The low-density schemes which are limited to land which is under
developed and to settlers who have agricultural experience and a

..... certain amount of their own capital. The size of the individual
farming unit is based on a target income which is. set at subsistence 
plus £100 per annum of net income. The schemes would cover an area 
of 18 ,000 acres.

(ii) The high-density schemes, mainly intended'for Africans who are presently 
landless and Unemployed. The schemes would cover an area of nearly
970,000 acres and the size of holdings are determined on the basis of 
their being sufficient to sustain subsistence plus net cash income of

......  £25 to £70 per annum. ..........

The average plot sizes in the different areas affected are determined by agricul
tural experts, after a detailed survey, taking into account the income targets laid 
down; As a result, plot sizes vary in the low-density areas from 15 to 70 acres, 
and in the high-density areas from 7 to 50 acres depending on the quality of the 
land. The pattern of production for each area is also determined, taking into 
account quality of the soil, climatic conditions, and the irrigation facilities 
available. . Broadly, speaking the main activities in the settlement schemes are the 
cultivation of wheat, tea, sugar, sisal and pyrethrum, livestock raising and dairy 
farming. Farms are expected to reach full production after a period of four years 
and the targets for production in all areas exceed their previous outputs.

8 . Clearly the changes in the structure of Kenya's agriculture, implicit in the 
settlement schemes, will have an effect on the total value of agricultural pro
duction and on its commodity composition. It is still too early to assess the 
impact of the schemes on production. However, preliminary surveys of the 
productive effects of settlement have been conducted by the Kenya Government.
These surveys suggest that the low-density settlement schemes have led to an 
increase in agricultural production from presettlement levels of some 50 per cent, 
but that the high-density schemes have caused a decline in production of 12-g per 
cent. The Kenya Department of Settlement considers that figures for 1964 will 
show that 'production on settlement areas will in 1964 be 75 per cent above pre- 
settlement levels"in' low-density areas and 10 per cent above' in the high-density 
areas.



9. The total cost of the schemes enumerated above, including the cost of land 
purchase, is estimated at £25 million of which roughly £20 million has been made 
available by the United Kingdom, £2.4 million by the IBRD and the Commonwealth 
Development Corporation, £1.2 million by the West German Government^ and
£1.3 million from local sources. Of the total expenditure of £25 million, about 
£13 million will be spent during the Plan period, a figure which represents 
one third of total planned public expenditure on agriculture. ■

(d) Land reclamation
' /

10. As has beèn mentioned earlier, about 170,000 square miles of Kenya's total 
surface of 224,000 square miles receives less than 20 inches of rainfall 
annually. About 20 per cent of the total population lives in these areas, earning 
its livelihood from stock raising and subsistence agriculture. Several of these 
areas are in a critical condition, due to over-grazing and erosion of the land.
The Plan therefore lays considerable emphasis on land reclamation schemes and 
£1.8 million has been provided for this purpose. In the worst affected areas,
the aim would be to intensify agricultural production through minor irrigation 
schemes. In other areas better soil management practices will be taught to 
ensure that erosion is prevented and the land made more productive. In the areas 
of subsistence agriculture, extension services will be strengthened to persuade 
farmers to produce such cash crops as sisal and castor beans which seem suitable.

11. About 20 per cent of Kenya's surface is rendered unsuitable for cattle by 
the presence of the tsetse fly. Clearing the land of tsetse flies will be accele
rated during the Plan period, so that additional land, at present uninhabited, 
may be made available for cattle rearing.

(e) Irrigation schemes

12. About £7 . 6 million, or nearly 6 per cent of the total developmental expendi
ture in the Plan, has been earmarked for irrigation schemes. The effects of most 
of these schemes on'production will not however be significant during the Plan 
period.

(f) Consolidation of land holdings

. 1 3. In the small farm areas, the main problem is the extreme fragmentation of 
land holdings. Satisfactory progress appears to have been made under the land con
solidation programme launched in 1955» the so-called Swynnerton Plan, and about 
2.75 million acres had been consolidated by June 1963/ leaving about 3 million 
acres to be consolidated in future. Of this about I .5 million acres will be con
solidated during the Plan period at a total cost of £2.1 million.

(g) Agricultural credit

14. The Plan recognizes the importance of credit, both short term and long term, 
for development of agriculture. The Land and Agricultural Bank of Kenya lends,-on 
the basis of mortgage, to the large farm sector. The recently established 
Agricultural Finance Corporation will extend development loans to smallholders in



the settlement areas, as well as short-term credit to large-scale farmers. These 
two banks are expected to provide about £12.2 million of loans during the Plan 
period, of which nearly £2 million will be raised by the banks themselves, with 
the balance being provided by the Government.

B. AGRICULTURE: MAJOR CROPS

(a) Coffee

1 5. Coffee is Kenya's most important cash crop and export commodity. Except for 
200 acres of Robusta in Nyanza Province, all the coffee grown is Arabica. Until 
1953/54, coffee was grown entirely as an estate crop, but since then, under the 
Swynnerton Plan, production of coffee by smallholders has been encouraged. Of. the 
total quantity of 35»700 tons of coffee produced in Kenya in 1963, smallholders 
accounted for nearly 9»300 tons. Coffee production has been an important stimulus 
to the monetization of the subsistence sector of the economy. The production of 
coffee is regulated by a system of production licensing administered by the 
Coffee Board. Because of the commitments Kenya may in future accept under the 
International Coffee Agreement, an embargo on new coffee plantings -was imposed in 
1964. However the extensive planting which was undertaken in the period before 
1964 is expected to raise coffee production from 35*700 tons in 1963 to 70 ,000 tons 
by 197O.

16. The marketing of coffee is channelled through the Coffee Marketing Board. 
Co-operative societies and estates are required to sell their coffee to the Board, 
and estate or society receives prices for .their deliveries according to quality.
The Board, in addition, supervises curing, classifies coffee according to grade, 
and arranges for its sale by auction.

(b) Sisal

1 7. Sisal has so far been essentially an estate crop in Kenya. There are about 
fifty-one estates covering an area of about 270,000 acres between the Rift Valley 
and the coast. There has been little change in the planted area under estate 
cultivation, but it is proposed to develop production of sisal as a smallholder 
crop. The major difficulty in this respect is posed by the heavy capital costs 
involved in installation of machinery required for processing. The Plan proposes 
to encourage smallholder production of sisal by organizing holdings into nucleus 
estates of economic size. Production by smallholders will also be encouraged in 
areas adjacent to the existing estates where the facilities for processing of sisal 
would be provided by the estates. It is. expected that production of sisal by small 
holders would increase by about 20,000 tons by 1970, raising total production to
90 ,000  tons.

(c) Tea

18 . Tea has so far been an estate crop in Kenya but experience of other countries 
has shown that it is possible to grow it on an economic basis as a smallholder crop 
The Plan proposes to bring about 25>500 acres under tea cultivation by smallholders



As a result of this, as well as replanting on estates, the gross value of tea pro
duction should increase from £6 million in I962 to £11 million in 1970*

1 9. As in the case of sisal, the smallholder tea schemes face the problem of 
processing facilities. In the initial stages> processing factories will^be 
established by private companies, with the assistance of the Government.

(d) Pyrethrum

20. Pyrethrum is a flower, resembling a daisy, from which are extracted pyrethrins, 
a product used in insecticides. Kenya is the world1s largest producer of pyrethrum. 
accounting for about 60 per cent of world production. Production of pyrethrum has 
been encouraged on smallholdings mainly because of the low investment required.
The number of peasant producers had increased from l82 in 1952 to about -30,000 in 
i960, all of whom depended on pyrethrum as the main cash crop. With the develop
ment of synthetic substitutes the demand for pyrethrum has been static, and, con
sequently, since 1962, the Pyrethrum Board, which is responsible for production and 
research in the industry, has found it necessary to curtail quotas allotted to 
individual producers. As compared to 1962, production in I963 was reduced substan
tially, from 10,000 tons to 5»700 tons. Recently, however, demand has outstripped 
supply and efforts are now being made to raise production.

(e) Cotton

21. Cotton falling within the staple range 1 l/l6"-l 3/8" is grown in Kenya mainly 
in the Nyanza and Coast Provinces. Although existing production is small (in I963 
Kenya produced only about 2,600 tons of cotton lint) it makes a substantial contri
bution to the cash income of smallholders in these areas. Yields per acre arg low, 
about 200 lbs., and it is thought that they could be raised'to about 6OO lbs. The 
Plan visualises that cotton production during the Plan period will increase nine-fold 
and the bulk of the additional production is expected to come from new areas that 
would be brought under cotton cultivation, once the major irrigation scheme on the 
Tana River is completed. The work on the Tana River project is expected to com
mence only in 1967/68, and the proposed increase in production will greatly depend 
on whether the project is completed during the Plan period.

22. The prices payable to producers of cotton lint are fixed by the Government at 
the beginning of each season. The producers sell cotton at this price to cotton 
ginners, who in turn sell it to the Cotton Lint and Seed Marketing Board which has 
sole rights for the purchase and sale of cotton. Because of the small quantities 
produced in Kenya, the Board has appointed the Uganda Marketing Board as its agent 
and Kenya cotton is sold on the Kampala auction. The Board has- built up a price 
assistance fund on which it draws when the value of sales in a particular year is 
less than its payments to ginners.

1The funds for the purchase of machinery are being provided by the Commonwealth 

Development Corporation, West Germany and the Kenya Government.

fields in Uganda are currently about 3OO lbs. per acre and efforts are being 
made to increase them.



(f) Sugar

2 3. Sugar is one of the crops whose production is expected to increase substan
tially during the Plan period. Kenya's sugar requirements are presently met 
partly from local production and partly from imports as raws from Uganda and 
refined sugar from overseas. There are, at present, two sugar plantations and 
mills in Kenya, and milled sugar production in I963 was estimated at 37,000 tons.
It is proposed that, during the Plan period, two further mills should be erected 
and production should be raised to about 148,000 tons the estimated level of 
Kenya’s consumption by 1970. The new mills would, in terms of the Plan, be 
supplied from smallholders in the settlement areas as well as from expanded 
estate production.

(g) Maize

24. Maize is the staple food of the African population and out of 15 million 
bags (200 lbs) produced every year, only about 1.5 million bags enter the cash 
economy, the rest being consumed in the subsistence sector. The price of maize is 
fixed by the Government on the advice of the Maize Board, which is responsible for 
buying, selling and exporting all maize produced in Kenya. The guaranteed minimum 
price for maize is much higher than prevailing export prices, and, in view of
this price disparity, the policy of the Government during the Plan period is to 
limit surpluses, in excess of domestic offtake, to a minimum safety margin needed 
to cover domestic deficits during years of crop failure.

(h) Wheat

25. The wheat industry in Kenya has been developed as an import saving industry 
for the whole of East Africa, and of the 1.5 million bags (200 lbs) consumed in 
East Africa, about I .3 million bags are supplied by Kenya. Kenya has agreements 
with Tanzania and Uganda aimed at ensuring offtake of Kenya v/heat in these markets 
under certain conditions. Total East African consumption of wheat is expected
to rise to 1.8 million bags by 1970, and the Plan visualizes that Kenya may be able 
to supply about 1.5 million bags. The main.threat to Kenya's wheat production 
is posed by stem rust, and future production prospects would seem to depend to 
some extent on how far experiments on the new rust resistant varieties are 
successful. Wheat has so far been mainly an estate crop grown in areas now 
falling under the settlement schemes. To enable the small-scale farmers being 
settled to benefit from mechanical equipment;, it is proposed to organize producer 
co-operatives. The price for wheat is fixed by the Government at the beginning 
of each season and the responsibility for marketing, storage as well as for the 
planning and control of movement rests with the Wheat Board.

(i) Rice

26. The major part of paddy production in Kenya comes from Mwea Tebere area, 
where substantial expansion of cultivation is planned under an irrigation exten
sion scheme to be completed during the Plan period. Production of rice is 
expected to rise from 9,000 tons in I963 to nearly 30,000 tons by 1970. Kenya's



consumption of rice in I963 was estimated at 11,000 tons and., even allowing for 
growth in consumption, a large portion of production will be available for export. 
At present, however, the minimum guaranteed produce price for rice is higher than 
the price of imported rice. The Kenya Government has therefore found it 
necessary to subsidize rice consumption. However, it is hoped that, by increasing 
yields, from more intensive methods of cultivation, and milling efficiency, the 
present disparity between domestic and the world market prices of rice will 
disappear.

C. LIVESTOCK

(a) General

27. In 1963 the livestock and dairy industry contributed nearly 7.5 per cent of
the gross domestic product. Between 1954 and i960 the number of dairy cattle
increased from 364,200 to 412,700 and that of beef cattle from 395*600 to 566,900.
Sheep population also rose during the period from 336,000 head to about
580.000 head. The pig population however declined from 70,000 in 1958 to about
50.000 in i960, as a result of temporary difficulties in marketing.^

28. A sum of nearly £1 million will be spent by the Central Government on the 
development of livestock industry during the Plan period. This is exclusive of 
the amounts which are likely to be spent, by the Kenya Meat Commission and Kenya 
Co-operative Creameries, for the expansion of the capacities for the manufacture • 
of meat and dairy products. It is stated in the Plan that a greater portion of 
the proposed expenditure may have to be revised on the basis of the report of the 
FAO survey team sponsored by the United Nations Special Fund for the development 
of the livestock industry on an East African ba^is.

29. The main meat products of Kenya are frozen and corned beef, and meat extracts. 
Kenya's beef is generally of high quality. The main problem which the Kenyan 
livestock industry faces is the existence of a large number of cattle diseases, 
and, although research on control of diseases is being made, a number of diseases 
have so far escaped control. The meat industry is likely to be affected by the 
settlement schemes and, as the production programme for these schemes does not 
give high priority to beef cattle rearing, it is expected that the Kenya. Meat 
Commission, which has the sole right of slaughter of cattle and processing of 
meat, may face a deficit of nearly 26,000 head by 1970. To meet this deficit, 
as well as to provide cash income to pastoral people, nomadic tribes will be 
encouraged to sell cattle for slaughter. Other expenditure included In the Plan 
relates to the improvement of the stock routes; extension of watering facilities; 
research on control of diseases; the expansion of veterinary services; -and; as 
has been mentioned, the eradication of the tsetse fly in certain areas. The 
production of meat and meat preparations is, however, expected to increase only 
marginally,"from £4.8 million in 1962 to £5.1 million in 1970 and as domestic 
consumption is expected to increase, exports by the end of the Plan may be lower 
than their current levels.

'''All these figures relate to livestock population on large farms only.



(c) Dairy farming

30. The bulk of the commercial supply of milk, for whole milk'cash sales and for 
the manufacture of dairy products, comes from the large farm sector. In i960 
about 95 per cent of the supplies of milk to the Kenya Co-operative Creameries, 
which operates nine creameries anf five sales depots and is responsible for almost 
all the country's dairy product exports, were drawn from large farm areas. About 
65 per cent of the large farms had dairy cattle. However, under the Plan, it is 
proposed to encourage African farmers to enter the dairy industry, especially in 
those districts where potential for milk production is believed to be particularly 
good. Dairy farming also forms an integral part of the production programme in 
most of the areas under the settlement schemes, and, to encourage African farmers 
to undertake dairy farming, extension services will be provided to advise farmers 
on methods of husbandry and disease control. As small farmers are not, generally, 
in a position to maintain good quality bulls for breeding purposes, facilities 
for artificial insemination will be extended.

3 1. The responsibility for development of the dairy industry rests with the Kenya 
Dairy Board, which is charged with the marketing of milk in remote areas, and its 
supply to the processing plants. Expansion of capacity of the creameries, operated 
by the Kenya Co-operative Creameries, is also contemplated.. The settlement schemes 
may well affect the supply' of milk but it is difficult to make any assessment at 
this stage. In terms of the Plan, the value of dairy production is expected to 
rise from £5.3 million in 1962 to about £6 . 9 million in 1970. It is, however, 
envisaged that, because of increases in domestic consumption, exports of butter 
and cheese, which were valued at £2.2 million in 1962, will decline to £470,000
in 1970.

(d) Wool

32. Wool is regarded as one of the most promising export prospects available to 
Kenya. At present, ' the wool supplies are derived mainly from large farms in the 
Rift Valley, Central and Eastern regions and it is proposed to expand production 
in these regions' substantially. It is also proposed to encourage the nomadic 
tribes to breed sheep for wool and the Plan contains provision for demonstration 
centres and extension services to provide guidance on disease control. The large 
farm sheep population, estimated at 500,000 head in 1962, is expected to increase 
by 1 million head by 1970, and the value of wool production from £370 ,000 to 
£1.4 million.

1Some increase in the supply of mutton is expected but domestic consumption 
is likely to rise substantially and to absorb this additional quantity.



D. FORESTRY

3 3. Kenya's forests cover about 6,850 square miles. The principal forest 
products are sawn timber, flooring blocks, pencil slats and wattle bark. The 
main aims of the Government policy in relation to forestry are to protect wild 
life and water catchments and to increase production of timber by new plantings.
On the basis of the estimates of demand for timber in East Africa in the years 
2000 »o 2040 made by the PAO team which visited Kenya in I959-6I, the Government 
has launched a long-term programme for planting about 350 ,000 acres with softwood 
timber within a period of eighteen years. Of these, about 72,000 acres will be 
planted during the Plan period at a total cost of about £2.7 million. In 
addition about £1 .5 million will be spent on protection of forests and other !
related programmes.

E. FISHERIES

34.' Kenya’s fisheries fall into three main classes; inland, coastal and deep 
sea. Lake Victoria has up to now been the most important centre of inland 
fishing, but as a result of many years of exploitation catches have fallen in 
recent years. Great potential for fishing however exists in Lake Rudolf and the 
Plan proposes to give priority to the development of this project. The potential 
for development of coastal fisheries is not generally believed to be good, but 
there is. considerable scope for the development of deep sea fishing for sardine and 
tuna. An FA0 survey team is due shortly to start investigations on deep sea 
fishing potential and, if the results of the survey are encouraging, the Government 
proposes to stimulate development of a fishing industry by private enterprise.
Among projects mooted are a canning factory, fish meal and fish oil plants and a 
catcher fleet of deep sèa. vessels. It is considered that the industry, besides 
providing employment to about 5 ,0 0 0 persons in coastal areas, could add significantly 
to Kenya's export potential. The total Government expenditure on development of 
fisheries, both inland and coastal, will be £250,0 0 0.

F. MIMING AND QUARRYING

35» Kenya does not have any large known economic deposits of minerals and fuel but 
a recent geological survey has indicated that important deposits of oil, gold, 
copper, zinc and platinum may exist in Kenya. It is therefore proposed to spend, 
during the Plan period, about £263,000 on a more intensive survey and exploratory 
drilling in certain areas. Oil exploration rights have been given to a number of 
petroleum companies. The most important mineral currently exploited is soda-ash 
and there is also extraction on a small scale of gold, copper and silver. Production 
of gold and copper has been declining with the depletion of known ore bodies and 
no significant new developments may be expected during the Plan period unless new 
ores are located.



G . MANUFACTURING

3 6 . Table 4 summarizes the structure and recent development of manufacturing 
industry in Kenya. Between 1954 and I963, manufacturing production grew at an 
annual average rate of nearly 6.8'per cent at current values and now contributes 
about 10 per cent total gross domestic product. During the Plan period, the 
rate jf growth will, it is estimated, be somewhat lower, about 5 *3 per cent per 
annum which is also below the planned growth rate for monetary gross domestic 
product as a whole. The Plan emphasizes that the attainment of a growth rate of 
5 3  per cent is highly dependent on private investment of the magnitude visualized. 
Another important determinant of the future growth of Kenya's manufacturing industry 
will be the trade relationships between the three East African countries. In the 
past the existence of a customs union has stimulated the development of industry 
in East Africa in general and in Kenya in particular. Generally, it can be 
expected that Kenya's manufacturing industry will, as in the past, base its 
expansion on the growth of purchasing power, not only in Kenya, but in the whole' 
of the East African market. However, it should also be noted that in future, 
as a result of recently introduced measures, certain Kenya factories will face 
growing competition in Tanganyika and Uganda from domestic producers, who may . 
be granted protection by means of direct control on imports from Kenya

37* Kenya is already endowed with a fairly extensive range of light industries 
upon which to base future growth in the manufacturing sector. Over one half of 
total net production in manufacturing is contributed by .industries processing 
local agricultural .and forest produce including: coffee and tea blending and
packaging; meat, fruit (mainly pineapple), and vegetable canning; butter and " 
cheese production; grain and sugar .milling; the manufacture of cordage and bags 
from sisal; the extraction of pyrethrum and vegetable oils; and saw milling and 
furniture manufacture. A cement industry exploiting local limestone has developed 
but has recently faced difficulties with the decline in construction activity 
in Kenya and the development of productive .capacity in Tanganyika and Uganda.
In the range of consumer goods, domestic concerns supply beverages, cigarettes, 
knitted and woven clothing and shoes. Paper is produced, at the moment only 
from waste paper, and a wide range of paper and cardboard products are being 
turned out from imported materials ?  Although there is not as yet any steel 
producing industry as such, a metal using industry, based on imported steel, is 
now producing domestic holloware, steel drums, cans, and door and window 
frames. A

However this 5-3 per cent projected rate is calculated on the basis of 
constant prices.

2
For the provisions of the so-called Kampala Trade Agreement, see Annex III.

3
One of the major hoped-for new projects is the production of pulp from local 

timber.



Table 4 

.MANUFACTURING INDUSTRY

Number of Numbers Gross Production Net Production ;
INDUSTRY Establishments Employed ('000) £ Mill. £ Mill. __ 1.

1957 1961 1957 I96I 1957 1961 1957 I96I

Food Processine -

Meat, dairy & canned 
products

32 34 3.0 4.1 7.2 10.7 0.8 1.5

Grain mill products 50 45 2 .3 2.2 7.2 8.6 1.1 1.5

Sugar 4 4 1.8 1.7 0.9 1.6 0*3 0.4

Baking, confectionery 
and misc. foods >

58 54 1.9 2.0 2.1 2.5 0.4 ' 0.5

Beverages and tobacco 43 40 4.1 3.8 7.5 . 7.8 3.6 3.5

TOTAL 187 177 1 3.I 13.8 24.9 3 1 .2 6.2 7.4

Textiles & Footwear, etc

Textiles and clothing 

Footwear

11

l

kn 
OJ 

OJ 2.0

0 .6

3.9

1.0

1.2

0.9

2.6

1.4
(0.7
(

*1.5
)

Leather & rubber products 13 17 0 .5 0.-7 0 ,5 0.9 0,1 0*2
TOTAL 25 42 3.1 5.6 2.6 4.9 0 .8 i l l

Wood Processing

Timber & wood products 85 77 8.4 6 .1 1.6 1.3 0 .7 0 .7

Furniture & fixtures 114 79 1.7 1 .2 1.0 0.9 0.4 0.4

Paper products & printing 64 76 . 2.3 3 .2 2.3 ' 3.7 . lsl • - 1.5
TOTAL 263 232 12.4 1 0 .5 4.9 5,9 2.2 2,6

Chemical Products 48 ' 57 3.7 3.7 4.4 9.9 1.5- 2-5

Clay & Cement Products 33 28 3.0 2.4 3-3 3.8 1.5 2.1

Metal 5b Machinery ......... ■ * . -  ■ -  • -

Metal products 67 . 52 2 .3 2 .5 2.6 3.7 ..0.6 1.1.

Machinery 51 60 1 .0 1.1 0 .7 0 .9 0.2 0.4

Transport equipment, 
incl. repairs 

TOTAL

142 126 9.2 9 .7 4.3 4.7 1.9 2.0

260 238 12.5 13 .3 7.6 9.3 2.7 3.5

Miscellaneous Manufacturing;
' 24 22 0.4 0.4 0.5 ' 0 .5 0.2 0.2

GRAND TOTAL 840 796 48.2 49.7 48.2 65.5 . I5 .I 19 .8

Source: Statistical Abstract I963



3 8. With few exceptions , manufacturing in Kenya is undertaken by private enter
prise either by local businessmen or overseas firms. The Kenya Government has 
shown itself prepared to encourage private investment by means of financial 
participation through the medium of the Development Finance Company (DFC)^ and 
the Industrial and Commercial Development Corporation (ÏCDC). The DFC, which was 
established in 1963 with an initial capital of £1 .5 million, is expected to lend 
about £4.5 million between 1964 and 1970 for large-scale production in agri-, 
culture, tourism and mining as well as manufacturing. The company also proposes 
to lend money to private enterprises for undertaking feasibility studies. The 
ICDC will continue to provide assistance to Africans for establishing small-scale 
industries and for their increased participation in trade and commerce. In 
addition to' lending money, the Corporation will provide an industrial extension 
service to guide and. advise African industrialists on marketing and management 
problems. In terms of the Plan, the Corporation will lend some £623,000 to 
African industrial and commercial establishments. The scheme., if successfully 
implemented, should result in the establishment of 200 new industrial units, ' 
providing, employment: for about 2 ,000 persons.

H. ‘ TOURISM

39* It would be inappropriate in a study of this type, whose main emphasis is on 
trade, to enter into a detailed discussion of the impact which the Plan may have 
on the development of the tourist industry. Suffice it for our present purpose 
to note that the Plan visualizes that the number of tourists visiting Kenya will 
increase by*15 per cent per..annum and. that gross foreign exchange earnings from 
tourism, estimated at £5.2 million in 1962, will rise to £12 million by 1970. A 
sum of £966,000 will be spent by the Government on a programme of game lodge 
construction and on development of roads and national parks which will be supple
mented by expenditure in the-private- sector on the building of hotels.

I. ' TRANSPORT COMMUNICATIONS AND P0W5R

40.- The Government proposes- to spend £6 .8 million on improvement of trunk and 
feeder roads to link production and marketing centres. It is stated in the Plan 
that, in assigning priorities' to both' trunk and secondary roads, agricultural 
potential of the area being served will be the major consideration. The East 
African Railways and" Harbours Administration proposes to spend, during the Plan 
period, £7.6 million on development of railway and harbour facilities in Kenya.
A third important project is the harnessing of the hydro-electric potential of

■'“Railway workshops, ship building and rolling stock repair works which are 
owned by the East African Railways and Harbours Administration, and the meat 
processing plants which are owned by, the Kenya. Meat Commission, a statutory body.

2 .
The capital of the DFC has been contributed equally by the Commonwealth

Development Corporation, the West German Development Company,, and the Kenya 
Government through the Industrial and Commercial Development Corporation.

. ..■ ^Ihe Administration also proposes to purchase new rolling stock to a value
of £19 to £20 million, a third of which has been imputed as- investment in Kenya.



the Tana River. At present, generating capacity in Kenya is 82 .5 megawatts which 
is supplemented by imports,of 15 megawatts from Uganda. However, as it has been 
estimated that electricity consumption in Kenya will grow by about 13 per cent 
per annum, generating capacity may be inadequate to meet the country's requirements 
by 1967 and, accordingly, an installation, costing £8 ,5 million (with transmission 
lines) and generating 30 megawatts, is planned on the Tana River for completion 
in 1967* It is thought that, ultimately, the Tana River project could be expanded 
to provide 240 megawatts but such an expansion will not be required during the 
period of the current Plan. The Government is participating in the Tana River 
project with two private companies and will be providing one third of the capital.

J. THE PRIVATE SECTOR AND THE PLAN

41. The growth targets postulated in the Plan are calculated to require gross 
capital formation in the private sector of £188 or 60 per cent of all investment.
In the preceding paragraphs some indication has been given of the- magnitude of 
public sector expenditure in. the various producing sectors, but, except where it 
is to be made in conjunction with Government investment, no figures for private 
investment, broken down by sectors, are available. It may however be expected 
that private capital will have its major productive impact in the large farm and 
manufacturing sectors."*"

42. It would be relevant, at this juncture, to consider the policy of the Kenya 
Government towards private capital and the specific inducements it offers to the 
private investor. The Kenya Constitution specifically provides for the protection 
of property, by limiting the circumstances in which property may be compulsorily 
acquired and by providing access to the Supreme Court to determine the legality
of the acquisition and to enforce the proper payment of compensation, on which 
repatriation is fully guaranteed. It is the Government's policy that repatriation 
of both profits and capital will generally be guaranteed on investments by non
citizens of Kenya.2 As regards specific inducements, mention has already been 
made of the Government's willingness, through the medium of the 'Development 
Finance Company and the Industrial and Commercial Development Corporation, to 
participate financially in joint ventures with private enterprise. The rate of 
company taxation is nominally 37.5 per cent but the effective rate is lower as 
the Government gives specific incentives in the form of depreciation allowances. 
Manufacturers are entitled, under certain conditions, to rebates of customs duties 
paid on imported materials and .new industries may be granted tariff protection on an 
East African basis. The three East African countries also maintain a system of 
licensing of industries for certain categories of industries.-^ The Kenya Govern
ment is prepared to undertake feasibility surveys of industries, for which potential 
appears to exist. Such a survey has already been undertaken for an industry to 
make wood pulp.

^Some private investment will also be channelled into commerce, services and 

housing.

2
Development Plan: page 3 8.

See Annex III.



4-5. The Plan lays down certain criteria on the basis of which governmental 
assistance in the form of tariff protection and loans from the DEC will be made 
available. In particular it is emphasized that the governmental assistance will 
be accorded to those industries:

which produce for export or result in import substitution;

which result in the highest possible value being added by processing 
in the country;

have a high labour capital ratio;

produce investment goods; and

result in diversification of the economy.

On the basis of these criteria, the Plan lists the following industries as having 
excellent prospects: processing of food, timber and minerals; textiles including
clothing manufacture; assembly of agricultural machinery, private vehicles and 
bicycles; chemical industries, including insecticides, plastics and pharmaceuticals; 
light metals and building and construction.

(1)

(Ü)

(iii)

(iv)

(v)



EAST AFRICAN TRADE AMD ECONOMIC RELATIONSHIPS

A. The customs union

1. Goods both produced in, or imported into, any one of the three East African"*" 
countries can, with limited exceptions, pass freely into the territory of the 
others. The three countries also maintain, again with limited exceptions, a 
single column common external tariff and thus constitute a customs union. The 
existing arrangements date from the 19201s when the Governments of the three 
East African countries agreed to the free flow of goods between the three 
countries, and to co-operate in the maintenance of the same rates of duties, in 
their tariffs against third countries. In practice tariff divergencies have 
been'very few, not only as regards customs duties, but also in connexion with 
excise duties, suspensions of duty and rebates.

2. ‘The broad uniformity that has been achieved in the setting of the rates for 
customs and excise duties can be attributed to the consultative machinery which 
has been established for this purpose by the East African Governments. Before 
each of the individual Government budgets, which are published on the same day, 
the three Ministers of Finance meet to discuss, and agree on, the means by which 
revenue should be raised in the forthcoming fiscal year. As a result of this 
mechanism, changes in revenue duties, both customs and excise, and income tax 
rates, have generally been uniform. The sitting of protective rates of duty and 
the granting of duty suspensions and rebates is the subject of consultation 
within the East African Tariff Protection Committee. Once the Governments have
accepted the Committee's recommendations, they are put into effect by means of.
three separate tariff ordinances.

3. Co-operation between the three'Governments extends also into the field of 
industrial licensing. An Industrial Council has been established which determines 
those products which should be made subject to industrial licensing, and these 
are.then termed "scheduled products" and are incorporated as such in the licensing 
ordinances of the three Governments. The Council then, on the receipt of appli
cations, allocates, under certain conditions, quantitative production quotas for 
individual firms.

The term "East Africa" excludes, in the context of the customs union,.the 
Zanzibar portion of the United Republic of Tanzania which had not, at time of 
writing, entered the union..



4. Each of the three Governments has, in recent years, been active in negotiating 
and signing Trade Agreements. Such negotiations have been carried out by each 
country individually. As a result, the Trade Agreements of each of the three 
countries differ from one another in form and it is conceivable that in future
the substance of such agreements may vary and thus run counter to the common
interest of the East African countries in maintaining the customs union. The 
three Governments may wish to give consideration to the negotiation of Trade 
Agreements jointly. This would not only ensure uniformity in the legislation 
of the three countries but world strengthen their bargaining position, vis-à-vis 
the third countries concerned.

5. Although it may be assumed that East Africa as a whole has benefited from
the existence of the customs union, the opinion has been voiced, particularly in
Tanganyika and Uganda, that the gains from the union have been unevenly spread.
The nature of these complaints can conveniently be treated under two heads, viz: 
manufacturing and agriculture.

(a) Manuf ac tur ing

6. In theory a country forming part of a customs mion gains from such union
to the extent that it is able to attract industrial units whose production economies 
of scale are such as to require markets greater than that of an individual territory. 
There exists, of course, the possibility that industrial units, which require the 
union rather than individual country as a market, will be concentrated in one 
country at the expense of the others. Such a development cannot be described as 
a loss, arising from the existence of the union, for those countries failing to 
attract such industrial units, since, in the absence of union, they could not, 
ex hypothesi, have supported such units as their domestic markets would have been 
inadequate.̂  It does mean however that the gains from union would be unevenly 
spread. In the case of East Africa there are important revenue implications of 
such an uneven distribution of gains from union. The three countries rely heavily 
for recurrent government revenue on customs duty receipts. To the extent that 
they purchase from one smother rather than import over the common external tariff 
they are foregoing revenue.̂  For the country, in which the industrial units are

It should be noted in this connexion, however, that the preliminary 
discussions with the Commission of the European Economic Community- on the subject 
of the possible association of the three East African countries with the EEC, are
being conducted jointly by the three Governments.

2
A "loss" may nevertheless be experienced to the extent that higher consumer 

prices result from the importation, from other countries in the union, of products
benefiting from considerable tariff or other protection.

3
In theory this loss of customs revenue could be compensated by the imposition 

of excise duties equal to the customs duties. In practice however East African 
industrial units have required protection from external imports with the result 
that excise duties are applied only on beer, cigarettes, tobacco and sugar.



established, this loss of customs duty can be offset, to a greater or lesser extent,
by a larger yield from company taxes’ and by the broadening of the tax base
generally.. There is no such automatic compensation for the other countries. Were, 
in East Africa's case, all three countries equally successful in attracting new 
industrial units,the revenue problem arising from the loss of customs duties might
exist but at least all three would be benefiting from compensatory revenue.
However, in practice, it is ;Kenya which has received the bulk of new industrial 
development 'in- East Africa in recent years and consequently the other two countries 
have been faced with a growing revenue problem. For this reason, and following 
the report of a Commission of Enquiry"*", a formula was adopted in I962 whereby 
certain of the revenues accruing to Kenŷ . are transferred.to the United, Republic 
of Tanzania and Uganda. (See C below.) ! ;

7. The table below indicates the evolution of interterritorial trade,. both in 
total and in. manufactures-. A-number of points emerge from the table. Kenya's 
interterritorial exports, both total. and of manufactures have grown, in absolute 
terms, by more than those of the other two countries and manufactures are contri
buting more to Kenya's èxports than they do to those of Tanganyika and Uganda. 
However, it should also be noted that the share of Kenya in total interterritorial 
exports of manufactures has been declining, and those of Uganda and! Tanganyika 
have increased, since 1959. : -

Economic and Fiscal Commission known as the Raisman Commission.
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£m % £m % % £m % £m % % £m % £m % %

1950 3 .6 0 41.1 n.a. - O.9O 10,3 n.a. - ' 4.26 48.6 n.a. -

1954 5 .8 1 40,3 1.56 26.9 95.7 1.06 7.4 0.04 3.8 2.4 7.54 52.3 O.O3 0.4 1.8

1959 12.29 61.1 4.4l 35.9 8 2 .3 2 .5 8 12.8 0.17 6.4 3.1 5.23 2 6.I 0.78 14.9 14.6

i960 I?.?? 6 0 .4 5.23 3 8 .0 79.3 2 .32 10.2 0.21 9.1 3.1 6.69 29.4 I.I6 17.4 17.6

1961 15 .95 63.7 5.95 37.3 77.0 2 .2 3 8 .9 O .23 10.1 2.9 6 .85 27.5 1.55 22.7 20,1

1962 17 .32 64.7 6 .9 8 40.5 73.6 2.39 8 .9 0,49 20.3 5.2 7 .0 6 . 26.4 2.01 28.5 21,2

1963 19.79 62.9 9.01 45.5 72.3 3.42 10.9 1.10 3 2 .2 8.8 8.24 2 6 .2 2 .37 28.7 18,9

1Products falling within SITO sections 6,7, and 8. 

Source: Calculated from Annual Trade Reports.



8. The Table does not reveal, and It would be beyond the purpose of.this 
analysis to attempt to ascertain, the extent to which Kenya's exports- of manu
factures comprise productsy:which i f  they were not supplied duty-free from Kenya, 
could be produced economically in Tanganyika or Uganda. In both these latter 
countries it is argued that not only is Kenya obtaining a disproportionate share 
of the "East African industries" (i.e. those for which a single country market
is inadequate) but is supplying products which, in the absence of the customs 
union, could be produced locally in Tanganyika and Uganda.

9. There are of course no prima facie grounds for assuming that the pattern of 
interterritorial distribution of industrial units of the recent past will be 
reproduced in the years ahead. However the free play of market forces might, for 
a number of reasons, lead to the continuance of Kenya's predominance in the manu
facturing sector. In the first place Kenya already has the largest domestic 
market and is in a good position both from the point of view of geography and 
transport facilities to supply both Uganda and Tanganyika. Moreover Mombasa as
a port, and the Nairobi region, within a relatively short distance from the' coast 
have a cost advantage over Uganda which is over eight hundred miles from the 
coast, in respect of both those industries requiring substantial quantities of 
imported raw materials and those which might export part of their product outside 
East Africa. Furthermore, because Kenya is already relatively more industrialized, 
it can be assumed that there are certain external economies operating for new 
plants establishing themselves in the existing industrial centres of Kenyan The 
three East African Governments have recognized the need to ensure a more equitable 
distribution of manufacturing activity as between the three countries and in 
the so-called Kampala Trade Agreement have adopted measures aimed at bringing this 
about. The Agreement which was revised in January 1965, has not bc-~n published in 
its revised form but its main provisions and actions ensuing are listed below. It 
will be noted that the.Agreement aims at a more even distribution of future, develop
ment in the manufacturing sector in respect of both "East African" industries and 
industries for which the individual territorial markets are sufficient:

(a) A direct approach has been made to certain firms operating in all three
East African countries to request them to relate their output to the
requirements of the local market in countries which are in overall 
deficit in their trade with an East African neighbour. Products
affected are cigarettes, shoes, beer and cement.

(b) Certain industries have been scheduled under the Industrial Licensing
Acts and-allocated to particular countries on an exclusive ba'siŝ :

The Agreement contains an initial allocation as follows : Kenya: electric
light bulbs; Tanganyika: aluminium sheets, circles and foils, radio (manu
facture and assembly), and motor vehicle tyres and tubes; and Uganda: bicycles
and nitrogenous fertilizer.



(c) A quota and suspended quota system has been introduced to limit inter-̂  
territorial trade in certain commodities where a deficit country has 
excess capacity or wishes to develop productive capacity.

(d) Deficit countries are to increase their sales to countries in surplus 
and the latter are to increase their imports from the former as quickly 
as possible, and

(e) The future allocation of industry amongst the three countries is to be 
referred to a committee of industrial experts which is to be established 
shortly.

(b) Agriculture

10. There is some degree of co-operation between the three East African Governments 
in agricultural matters. In particular Kenya presently provides, by means of import 
control, a guaranteed outlet for Uganda sugar. Conversely the Uganda market is 
reserved for Kenya wheat, butter and bacon. However, for a number of foodstuffs, 
interterritorial trade is either restricted or prevented by the maintenance of 
controls on interterritorial movements of produce. The following controls are 
maintained by the three countries"*-:

Kenya Tanganyika Uganda

Maize and maize meal Bovine cattle Groundnuts
Millet and millet meal Beef Edible oils and fats
Certain beans Maize and maize meal

11. Although few in number, these restrictions cover items which are consumed in 
large quantities and in respect of which interterritorial trade, presently marginal, 
if existing, might develop on a considerable scale on the basis of comparative 
costs. It is for example noteworthy that, during the 19^0's, Uganda supplied 
considerable quantities of maize to.Kenya whereas at present such exports are 
negligible.

12. It is the policy of all three Governments to achieve self-sufficiency in 
selected basic foodstuffs without the creation of significant exportable surpluses.
.This policy is explicable by the fact that, in the past, transport facilities have 
often been insufficient to ensure an adequate supply of food to an area suddenly

"̂ Compiled from a memorandum prepared by N. Ramm-Ericson of EACSO in 
December I9 63.

2
Por example it is stated in the Kenya Development Plan, page 45, that "Control 

over imports of agricultural products will be more rigorously enforced so that 
Kenya becomes as far as possible, self-sufficient, in those products which it can 
produce". All three countries maintain export controls on basic foodstuffs. These
export controls are applied in many eases to itens not subject to import control.



faced with famine by reason of crop failure and the maintenance of adequate stocks 
by the present procedure was deemed necessary. However, with the improvement in 
communications, there may .be possibilities for more specialization in food production 
(although, it is appreciated that rotation needs may limit the extent of this 
specialization)... .Specialization would increase productivity-and, through-• tradej• - 
enlarge the monetary economy as peasant farmers sell their produce rather.than 
consume it themselves. As noted above, the East African Governments have taken 
far-reaching steps in ensuring a better distribution of the gains from the customs 
union in the'manufacturing "sector and they may wish to examine jointly whether 
there exists the possibility of increasing interterritorial trade in basic food
stuffs such as maize, millet, meat, beans and edible' oils. " Such an examination 
might be made within the framework of the Kampala Trade Agreement and in particular 
in the context, of point (d) in paragraph 9 above.

B. Currency arrangements

13. The.East African shilling.circulates throughout the whole of the mainland
area of East Africa, Zanzibar and Aden. Although the shilling-1- is the legal unit 
of account in East Africa it will have been noted that for statistical purposes 
values are usually expressed in £s., of twenty shillings. The East African 
currency is regulated by the East African Currency Board which issues East African 
currency automatically against sterling. East African money is freely convertible 
into sterling at par.' Thé bulk of the currency backing comprises sterling assets 
and these constitute the exchange reserves of the East African countries.

14. In 1957, the Board was authorized to depart from the 100 per cent sterling 
backing for xhe currency and to hold a portion of its assets in the form of bonds 
and treasury bills iss.ued by the.three individual East African Governments. This 
fiduciary facility, now restricted to £35 million, has been utilized to an.amount 
of about £20 million. The Board is also empowered to rediscount trade bills up 
to a figure of £10 million.

15. Commercial banking is fairly well developed in East Africa. A growing use of
bank deposits, which nòw exceed currency in the money supply, has naturally tended
to introduce more flexibility into the monetary supply situation than would have 
obtained under the rigid Currency Board’ system. Commercial banks in East Africa 
are subsidiaries of overseas, particularly British, banks. The fact that these 
banks can, and do, hold reserves with their parent banks in London and borrow, at 
times, from the parent'.institutions, means that the economy is "cushioned" from
the excessive inflationary or deflationary pressures which would arise from recourse 
to the automatic exchange mechanism of the Currency Board.

16. The table below summarizes the position of the East African monetary system 
in recent years. It will.„.be noted that at. 30 - June 1963' "Foreign. As sets-"-amounted 
to £67.3 million or the equivalent of five months imports by the three East African 
countries combined. The ratio of reserves to imports is thus rather more satis
factory in the case of East Africa than it is in a number of other developing 

countries. ■'

"*"The shilling is itself subdivided into 100 cents.
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EAST AFRICAN MONETARY SYSTEM 

East African Currency Board and the Commercial Banks

' T "*•---- _ Year as at 30th June

Category " — ___
1959 i960 I96I 1962 1963

(i) Money Supply :
1. Cash Balances of the 

Commercial Banks 
Cash held in the tills 
Balances with the E.A. 
Currency Board

5,358 6,092 5,871 4,600'

720

4,821 

1,335 .

Total
.

5,858 6,092 5,871 5,320 6,156

2. Money Supply 
Cash with public 
Demand Deposits

51,399
71,682

54,346

70,039

53,302

69,945

53,174

74,983
60,703
83,165

Total 123,081 124,385 123,247 128,157 143,868

3. Near Money 
Time Deposits 
Savings Deposits

11,923
12,602

8,755
13,139

11,037
12,561

11,884

14,122
i4 ,o66
17,629.

Total 24,525 .21,894 23,598 26,006 31,695

(ii) Foreign Assets:
UK Securities
Money at Call and Treasury 
Bills 

Overseas Balances

32,714

22,802
19,167

29,251

'25 >715 
-2,132

29,842

26>4l4 
-7;044

29,759

26,644

2,399

30,837

33,655
2,769

Total ■ 74,683 52,834 63,300 58,802 67,261

(iii) Internal Credit Supply 
E .A. Securities 
E.A . Treasury Bills 
Crop Finance Bills 
Loans and Advances-*- 
Investments

8,319

61,846
4,042

8,796
3,051

76,948
3,210

8,268
2,824

68,606
3,174

6,982
5,040

77,092
6,283

. 7,589 
3,155

90,789
5,803

Total 75,207 92,005 82,872 [ 5,397i107,336 '

■'"'Loans and Advances include tills discounted by the orrtia:c:‘r.' :janl;u#

Source: Economic and Statistical Review of the East African Statistical
Department, September 1964.



C. Common services

17. With the achievement of independence by Tanganyika in 196I, the East African 
High Commission, which had been in existence since 19^7, was disbanded and 
replaced by the East African Common Services Organisation. _ As its name implies, 
the prime purpose of EACSO is to provide certain services in common to the three 
East African countries The EACSO services are wide ranging /and include the up
keep of the East African Court of Appeal, veterinary and medical research, 
meteorological services and the Post and Telecommunications Service. However, 
the organization's main activities relevant to the studies are: the collection
of customs and excise duties and income taxes, overriding control of East African 
Railways and Harbours; and, through the Civil Aviation Department, East African 
Airways. The Authority of EACSO consists of the heads of Government of the three 
East African countries. Subsidiary to the Authority are ministerial committees, 
with the same tripartite composition, dealing with such matters as communications, 
finance, commercial and industrial co-ordination, labour and social and research 
services.

18 . Of the services falling under EACSO, the East African Railways and Harbours 
and East African Post and Telecommunications are self-financing; other services, 
including the collection of customs and excise duties and income taxes, are 
financed directly by the three East African Governments. The United Kingdom 
Government provides grants for certain purposes,' including research, and EACSO is 
empowered to, and has borrowed from, East African Governments .to meet certain of 
its costs.

1 9. About one third of EACSO1s total expenditures (estimated at £7.5 million in 
1964-65) are met from "general fund resources" which represent one half of what 
is known as the "distributable pool". This- pool is financed from a portion of 
certain taxes collected by EACSO, but not remitted in the normal manner to the 
three Governments. Thus 6 per cent of all customs and excise duties and 40 per 
cent oft taxes on profits of companies operating in the manufacturing and financial 
fields are paid into the distributable pool. The residual half of the pool, not 
made over to EACSO for its general fund, is divided equally among the three 
Governments. As Kenya contributes more to the pool than the other two Governments, 
the allocation formula is a means of distributing revenue from Kenya to the other 
two countries. The reasons for this redistribution are outlined in paragraph 6.

Certain other countries also draw upon, and pay for, specific services 
provided by EACSO.



20. Railways and harbours fall under the overall control of EACSO and more 
particularly of the Organization's Ministerial Communications Committee, .-which 
consists of the three East African Ministers of Transport. The everyday running 
of East African Railways and Harbours is delegated to an Administration, headed 
by a General Manager. East African Railways and Harbours are owned jointly by 
the three East African Governments and are self-financing. Revenue earned by 
East African Railways and Harbours has consistently exceeded normal operating 
expenditure, but in recent years total expenditure, which includes such items
as contributions to sinking funds and pension reserves, and training outlays, 
has exceeded revenue. Subject to the overall control of EACSO, the East African 
Railways and Harbours Administration is empowered to borrow on its own account.
By the end of 1963, the Administration had accrued £62.4 million of long-term 
debt.

21. The bulk of the Administration's debt is held externally. At the end of 
1962 its external debt amounted to £56 million, a figure in excess of the external 
public debt of the Governments of both Uganda and of the United Republic of 
Tanzania. The East African Governments are the joint and several guarantors of 
the East African Railways and Harbours debt. This debt has not been allocated 
between the guaranteeing countries, but its existence has to be taken into account 
in any assessment of the adequacy of East Africa's reserves in relation to foreign 
debts outstanding and debt servicing charges. Similarly, it should be noted that 
East Africa's Posts and Telecommunications, whose debts are similarly guaranteed 
by East African Governments, had borrowed from abroad to a figure of £10.5 million 
by the end of 1962.

22. The Development Plans of the individual East African countries refer to 
investments to be made by the East African Railways and Harbours. In addition to 
fixed capital investment in the individual countries, East African Railways and 
Harbours will need to purchase new rolling stock both to replace obsolencent 
stock and to increase capacity to meet the growth in the volume of traffic. The 
East African Railways and Harbours Administration has estimated that its 
expenditure on rolling stock will amount to £19 million between 1964 and 1971«
The Administration will also be required to refinance £28.5 million of existing 
debt before 1971.



D. East Africa's balance of payments

23. The Table below summarizes East Africa's baiance-of-payments position in
the period 1961 to 1963'. There are'"no official balance-of-payments estimates
for the three individual countries.

BALANCE-OF-PAYMENTS SUMMARY

(a) Current Account
.

£'000

I96I 1962* 1963+

d
1. Balance of trader 983 4,699 26,071

2. Balance of services

(à) Travel and transportation - 2 ,516 - 596 1,925

(b) Services 416 - 5,119 - 2,177

3. Balance of interest and grants

(a) (i) Balance of interest (public and 
private sectors) -11,271 -13,901 -14,687

(ii) Balance of interest (monetary 
institutions) 2 ;379 2,381 .2,430

(b) Balance of grants 18,813 20,031 13,870

Net Surplus (+)/Deficit (-) on Current Account 8,804 7,495 27,432

*
Revised.

"̂ Estimated.

d
Exports valued f.o.b. and imports c.i.f.

Source: East African Statistical Department's Economic and Statistical Review,
June 1964.



(b) Capital Account 

  ^   £'000

1961 1962* 1963+

4 . Long-term loans to public sector (net) 20,066 11,009 16,882

5 . Long-term loans to private sector (net) 5 ,2 8 6 2,283 3,784

6. Changes in pubiiily-owned assets -  5,354 8,950 -  760

7. Changes in privately-owned assets -  1,357 -  1 ,4o6 -  2,330

8» Short-term loans to public- sector (net) -  298 2,193 - 2,145

9. Short-term loans to private sector (net) 491. 450 347

A. Net inflow on capital account 18,834 23,479 15,778

B. Net surplus (+)/Deficit (-) on current 
account 8,804 7,495 27,432

C. Net errors and omissions (A+B-D) -21,277 -25,176 -45,071

D. Changes in external reserves of 
monetary institutions:

(i) External assets of the E.A. 
Currency Board 4,003 - 2,813 - 5,832

(ii)Changes in accounts with IMP - - 1,125 - 1,125

(iii)Changes in Bank Balances Overseas 
(net) - 1 0 ,364 - 1 ,8 6 0 8 ,818

- 6 ,361 - 5,798 1,861

*
Revised.

^Estimated.

Source: East African Statistical Department’s Economic and Statistical Review,
June 1964.


