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I. INTRODUCTION

1. The present study represents an attempt Yo analyse the theoretical perspectiVES""
ropose an effective strategy for indigenization in Africaa

is divided into four sectionsi ' The first part covers the theoretical

jves and attempts to clarify the concept and aims of indigenization with its
eic constituent elemenist indigenization of personnel, indigenization of

ip and indigenization of control, including technologys -~ . _

) gecond part, aimed at defining an effeotive,indigenizatibn strafegy for .

A rioa;jexamines'the‘conventional explanations for the limited success. of indigenization
policies in Africa and-the relationship between such policies and development strategies
in general as well as dealing with certain more. specific problems of.;ndigeniZétion.”

i . The third part contains case studies of four countries: Ghana, Kenya, Nigeria

pd . th United Republic of Tanzania. Owing to the shortage of detaile¢‘iﬁformation
It has not been possible to cover more countries in depth, but mention is made of

neir #xperience whenever possible. In addition, it should -be noted that indigenization
lici@s have many common features and objectives -and- face similar problemé of . .
lemgntation in most countries. To this extent the detailed.analysis of . the four j’g\

countries may be relevant to other African countries.

5, The final seoction contains a summary of the findings initﬁé_b36iibfh£ﬂ5(f;p§;t '
and draws a certain number of conclusions from them. R
‘ IT. THEORETICAL PERSPECTIVES ... : . - e e

| * - : - s
. - What is indigenization? The concept nf indigenization appears deceptively simple:
4 {4 is in fact highly problematic. In the first piace,3the‘§héér’proliferationwof
definitions of indigenization poses serious problems. . The concept has been defined in
ays which equate it to natiopalization,;kfricanizatiohg Kbnyénizatiaﬁ,ﬂEgyptianization,
ocalization of ownership of enterprises, ete, ‘However, four types 6f indigenization
ere identified at the AAPAM conference at Maseru,; Lesotho in 1975. 1/ Tese include
digenization of ownership, of control, of manpower and of technology.” :

. The indigenization of ownership aims at giving the indigenes of a country an
wnership stake in the economic establishments in théir country. ‘This can be accomplished
pither through public or private ownership or through a combination of both. - The second

: zeroise control -~ through the Board of
Direstors -~ over the policles of enterprises.fgmanpowér indigehization aims at :
Gteveloping indigenous competience in modern industrial and'cpmmeroial‘bperations-and
.management. Finally the indigenization of téchnology can be broken down. into -three
_phases; first, the acquisition of technology from the highly industrialized countries;
secondly a process of selection and adaptation; and_thifdlf‘a'mqjor‘commitment.to dapend
lincreasingly on technology which has been'indigendusly;develophd and which is suited.

. to local meeds, factor mix, predicaments and .domestic natural resources.

-

Adebayo Adedeji, "Indigenization as a factor of rapid economic development, !
r, held at Maseru,

Fourteenth Inter—African Public Administration and Management Seminar,
Lesotho, 27 October to 3 November 1975.
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8. For indigenization to have any meaning at all as one of the ins truments of
achieving self-reliance and promoting self-sustained growth it has to involve the
fullest participation of the people of the country concerned.

9., To become self-sustaining, it has to be internalized by having a fundamental
effect on the attitude, beliefs and habits, the soocial institutions, the skills ahd
technical and managerial know~how and indeed the totality of the way of life of the .
people of the country concerned. Without such effective popular participation in the
deve@lopment process and without such changes in factor supplies and product demands,-
what takes place is growth without development.

1

L]
-

10. A premature or mal-formulated indigenization programme can adversely affect any
of the major inputs required for the development process. These inputs include savings
and investment, science and teohnology and administrative and managerial khow-how plus_\'
an efficient, highly motivated labour force. But even if the indigenization scheme is
properly articulated and efficiently executed, no matter how highly motivated and
efficient the labour foree, it will take time before it compares favourably with its
counterparts in the industrialized countries in terms of productivity per man-hour
given the same capital input and technical coefficient, With this in mind, it must

be actepted that in the short run there exists the possibility of a slowing down of

the rate of growth.

11. It is important to note that there are gradations of the degree of indigenization
which can be total or virtually so (as in the case of Uganda), or partial and selective
(as in the case of Nigeria) or pragmatic (as seems to be’ the case in Kenya).

12. Because of this multiplicity of meanings it is all too easy for people to talk
at cross purposes about the problems of indigenization. This is all the more so
since the numerous definitions are usually phrased as active processes without clear
specification of the objects of the process with the result that what is nationalized,
_Africanized, Kenyanized or Nigerianized is somewhat obscure. It is evident that even
if two people agrme that indigenization is Africanization, their conceptions of what
is Africanized may differ to such a point that they would be talking about somewhat
different processns despite their agreement on the point that indigenization is
properly conceptualized as Africanization.

13. For instance, one may think of Africanization of public service personnel and

the other about the Africanization of ownérship of business enterprises. If the .
definitions of the process of indigenization are pitted against the main conceptions.
of the objeocts of indigenization, a rather different array of meanings emerges. In
the face of these difficulties, it is tempting to abandon the concepi as being o
analytically useless, but that will create more problems than it solves.,

o

-

14. 4 promising point of departure for clarifying the concept of indigenization is
to ask what is the object of indigenization. When analyzed, it will be found that
notions of indigonization generally assume some aspect of the economy as the object
of indigenization., It may thus be assumed, pending further clarifiocation, that what
is indigenized is the eoconomy, or the economic system.
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15. |However, the term economy is itself not particularly precise. Worse, popular

assumptions notwithstanding, - the economy. is nOt'reg};ykﬁﬁconc?ete-entiﬁy,but'én__.
abstraction. This is said without prejudice to the fact that elements of an economy
are substantive .phenomena or concrete -things such as: natural resources, labour force, :
the stock of .technology. The term economy desoribes. hot these entities. or phenomena,

as such, but relations. That is why it can .not be stated simpiy that one is indigenizing
an egonomy and leave  the matter at. that. .The .problem.can be-circumvented by using: the -

|. term; economy -loosely so- that it. refers also-to the concrete factors which make up .an’

econgmy and not simply to their integration as a system. However, this.loose concept

of . egonomy loosely can not be avoided without creating more serious problems. For.
instance it can not be stated as part of a general definition of indigenization that

- the object of the process is specifically firms for that would imply that other

elem

nts of the economy are excluded from indigenization,

16, |A clear'oonéep{ion of the procéss of-indigenization has still not emerged., It

' willinot do to define indigenization as for instance Africanization 6r Kenyanization -

. of the economy. What.exactly does the claim that one is-Kenyanizing an oconomy .entail?
é More, generally, are the characteristics of the:economy that one makea more African or-

' more|indigenous as the case may be? A review of existing literature .on indigenization:
. reveals three possibilities: (a) roles (or personnel); ?5

~including technology. ' : , :

) ownership; -and (¢)>controly

: 172}'Théée"fhpeé notions of the specific aspects of indigenization are related and -

. complementary. The indigenization of control entails in some measure the indigenization

of ownerghip -and cf personnel. Indigenization of personnel necessarily involves -some
degree of the indigenization control, although not of ownership. Finally, .the ..
ind;genizaiioq;of ownership entails some measure of -indigenization of dontrol although.
it need not -involve indigenization of roles. I% is therefore not necesgary in searching

. for & working concept of indigenization to choose between these thres aspects of the

econpmy. They constitute a continuum with roles or personnel representing the least

; fundamentzl -form of indigenisation and control the most fundamental, . When & eountry . -
. suoh as. Kenya is said to be pursuing indigenization, what is meant is that i¢ is making
;.rploﬁ,.pwnership.and control of the economy more indigenous. : . SRR

o

18, The demand for indigenization originally emerged as -the demand for the indigeniza—.
tion, of personnel as- far back as the -early days of the nationalist protest against
colonialism in Africa. For example Africanization of personnel in the private and-
public sectors of African economies was one of the major platforms of the National
Congress of British West Africa, a . transnational organization of the rising African
middle class conceived in 1913 -and founded in 1920, The.conception of indigenization -
in terms of roles or personnel is still current in Africa, At the same time; the
conoeption of indigenization in terms of ownership.has been gaining currency. - Afriecan
Governments are not merely talking about increasing African personnel -in ‘the publioc
services and public and private corporations, they are now encouraging the indigeniza~
tiod.ofﬂownership..‘As far as the indigenization of control is concerned it is little. ..
understood and still less effectively pursued, That is not to say that the idea of - .
indigenizing control is not current, but it is .usually confused with the indigenization
of personnel and of ownership. . Thus when an African country carries out a series of .
nationalizations, it is apt to claim to have seiged control of the commanding-heights
of the economy. Unfortunately it takes. rather more -than: that~to seize:control .of. the
commanding heights of an econony. L U RN Co
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B. The aims of 1nd1genlzatlon.-Man1fest and latent functions -

19.. Why is 1ndlgenlzatlon being sought in tae flrst place9 uhat~purpose is .
indigenization supposed to accomplish? This question can be answered .on two 1evels.

“The first is the level of manlfest functions, that is the purposes which are explicitly -

" and. publicly given and which are offered as the objective reasons for the pursuit of
indigenization. On the level of manifest functions two cases are made for indigenization,
One 'cage .runs along the lines of .the assertion of self-determination: indigenization is
geen as a continuation of the unfinished business of winning and consolidating pelitical
independence., Political independsnce, it is argued, has no substance unless it is .
supplemented by economic independence, ) - . -

Il

20, It is useful to review the usual obJectlons against thls argunent for 1nd1genlzatlon.
One is that the quest for economic independence is futile and undesirable -~ futile .
because of the realities of the global system and undesirable because everyone, including
Africane, profit by the economic interdependence of the global system. African countries
are not seeking absolute economic independence but relief from unjust and debilitating
sconomic dependence. They want to barter their asymmetrical relationship against
interdependence among equals for the mutual benefit of all. .The second part of the
objection 1s a more serious argument; but it assumes too much. It assumes that Africa @ *
profits from its current dependence and hence that an attempt to change the status quo
in the name of self-determination will be detrimental to Africa's interest, especially
the prospect of oconomic development. This argument can be conclusively refuted on
formal grounds alone. To begin with, a distinction should .be made between two types

of relationships. One is a symmetrical relationship among egqual partners. This is

the type of relationship among the industrialized countries such as FPrance, the United
States, the Soviet Union, Japan and Federal Republic of Germany., The other type of -
relationship is assymmetrical, typified by the relationship of African countries to

the industrialized countries,  Many African countries have tasted the realities of such
assymmetrical relationships sxercised through mechanisme such as the manipulation of
the international commodity markets, .the monopoly of technology, etc. DBecause the
latter type of relationship implies unequal bargaining power, it is often disadvantageous
to the weaker pariner. In a world of intense competition for scarce resources, the
weaker countrles are less able to get what they deserve, and much less what they want.
Even if the dominant countries were benign and willing enough to avoid the legitimate
claims of the weaker countries, that would still not make. their dependence any less, .-

-

21. The second type of case made for indigenization rests precisely on the economic .
liabilities of dependence between unegual partners, It runs. along the-lines.of putting .
an end to the exploitation of Africans by foreigners or at.any. rate minimizing it, It ~
is argued that as.iong-as foreigners own. and control resources in Africa, the continent
remains susceptible: to. exploitation and its capacity for overcoming underdevelopment is -
somewhat reduced. ' This case‘'is not problematic and there is no nesd to dwell on it.. ,
However, it is-useéful "to' take note of the fact that there is no one-to-one relationship
betweenh the reduction of dependence by .indigenization and the reduction of foreign
exploitation.  The interest of the Africans who contirol the indigenized economy may well
be such that- they are served by collaboration with. foreigners in the exploitation of
their own couniry. The point does not invalidate the case for jindigenization, but it
underlines the necessity of paying meticulous-attention to low, indigenization occurs
and to the content of indigenization policies. AN .
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22+ | The latent functions of indigenization refer to the private interests which
motivate the quest for indigenization. There are several groups with such private
interests - bureaucrats and professionals wanting to improve Jheir lot by eliminating
thelr foreign competitors, businessmen mindful of the advantages of reducing competition
from foreigners, and so on. The group whose interest has been the most decisive is
undo btedly the leadership which inherited political power at independence. This
leadiership found that it was in office but not in power. It was not in power because
political power on the national level needs to be supported by an economic base to have
any pubstance. That material base was lacking because the leaders had just inherited

a colonial economy which was still controlled by the colonizers and whose very structure
tended to perpetuate this contrel., There was disequilibrium between economic power and
political power the pressure to correct this disequilibrium came from both sides.
Forefign capital which had the economic power tried to secure its interests by trans—
lating economic power into political power. It used its economic leverage in an

t to maintain the colonial economic structure, For their part, local vested
ests tried to use political office to create an sconomic base, Neither was in
wition to achieve a decisive victory. A decisive victory for foreign capital would
mean; reimposing the classic colonial situation, an event which the tide of African
nalism and world opinion would not permit. African vested interests could not

to win a decisive victory because the only weapon they had was political power

was too fragile to be risked in a major offensive against foreign capital. What
d was a struggle tempered by recognition of the inevitability of compromise and
modation,

These were the circumstances under which some African Governments started their

Pdri to indigenize their economies. To all appearances, complete economic independence

was pot the primary objective of indigenization. The primary objective of indigenization
in spme countries appears wo be the consolidation of political power., In these countries
more often than not, the process of indigenization amounts to a compromise between local
interests and foreign capital. :

24. It is highly significant that the whole process of indigenization devolves around
the use of political power, particularly State power, to nationalizz, to control
investment, work permits, import and export licences, to stipulate who can engage in
what kind of economic activity and to bring more aspects: of economic life under
constituted political authority. Indeed it is also this very problem of disequilibrium

; between political power and economic power which largely explains the flirtation of

J Afripan countries with varieties of nationalization. :Having contrel of more of the.

power but also economic power., Unless indigenization is put into the general context

of translating office into power, it will be quite diffiocult to understand the forma ~
which indigenization policies and strategies have taken or the ambiguities and limita-
tione of the indigenization process.

econﬁmlc surplus places them in a better position to consolidate not only political

25. | As is to be expeocted, there are contradictions between the manifest and latent -
funotions of indigenization. Quite clearly it makes an appreciable difference whether
the pontrol of African economies by Africans is belng promoted to enhance national
economic independence or whether it is being promoted to ensure political stability

. or the success of indigenous entreprenseurs. Up to a point the problems caused by -

these contradictions are reduced if consideretion is given to' the declared intentidns -

. of sbme Sovernments in terms of the manifest functions of indigenization. Even thenm it

is ipp0331ble or at any rate undesirable to neglect entirely the importance of latent
functions if only because the oontradiction between the latent and manifest functions
of indigenization are bound to reappear in indigenization policies.
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Q;{V;IndigenizatiOn,'economiC'structure‘and development strategies

26, " Indigenization can not be thought of in isolation as is often the ocase in some "™~
African countries. -Indigenization has to be related to economic structures and - '
development strategies., To see- this relation in clear relief, it is useful to begin’
by considering the implications of indigenization in its most fundamental form, that -
'is as the indigenization of control. ' The indigenization of control is a profound and
-~complex undertaking. The African country which wishes to indigenize control of its™
economy will, among other things, have to extricate iiself oveniually from- technolégieal
dependence. For there is scarcely any freedom from foreign control when foreigners -~ & ° -
have the decisive power over the accessibility of a factor as critical in productien
as technology. The African country which wants to be technologically independent will
bave to generate existing technology internally or gear its productive activity to -
the level of technology which it can generate internally. Either of thesé choices’
48 & profound revolutionary change hardly comparable to nationalization which 1is -

- achieved by legislative fiat., Furthermore, the African country which seriously wants -
to indigenize control of its economy has to revolutionize the very structure of its
economy, for the present international division of labour znd the system of unequal

. exohange whioh emanates from 14, is necessarily a fetter on all but the most marginal
change towards economic independence in Africa. Indigenization of control will im =
all probability also entail revolutionalizing the social relations of production.
What passes for indigenization in many African countries is often a process of
increasing the wealth and power of local entrepreneurs soms cf whom are often _
auxiliaries of foreign capital, This is one of the réasons why a scientific analysis
“of 'indigenization must raise the question of the relation of indigenization policies
and -economic structures, -

A

27. The implications of indigenization are even more profound than that. Unless
trivialized, indigenization entails not only the resiructuring of the African
econofiy but also the review and reorientation of the thrust and the content of
development strategy. In Africa, despite much talk about thc uniqueness of the
African situation, the distinoction between growth and development with equity and
vociferous criticism of blind imitation of the experience of the industrialized -
countries durlng the nineteenth century, there is still ‘a persistent tendency to ‘
oonceptualize development as mere industrialization. The process of development '~
then tends rather to follow that of ‘the West or tuat of the industrialized countries '
in their early stages of take-off., In as much as this notion of development prevails,
the quest for development inevitably reinforces dependeucs. Iu shord, this idea of -
dovelopment is not the appropriate ‘context for the pursuit of indigenizdtion. Indeed -~ -
it is “incompatible with indigenization which must hinge on the maximization of -
self-~-reliance with social equity. o o S

28. With few exceptions, prevailing ideas of thé problems of development suffer from
the same defeect. - For the most part, conceptions of the problem of underdevelopment
are externally oriented. The téndency is to think of the problems of underdevelopment
in terms of externally induced factors such as low earnings of export commodities, '
shortage of foreign exchange, lack of teohnological know-how, unfavourable terms of
trade, engineering more transfer of technology, etc. As the African experience has
shown, this type of development strategy is more likely to reinforce ‘dependence,
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. B9, ndigenization'requires‘a,develbpment strategy with'an ontirely different thrust

and content. For instandée thé capacitation approacl in the ssnge of indepth situation
analy is_to:identify_bottleneCKSjénd find*appnopriate golutions in a unified fashion
Wwill be more a suitable development .context for the pursuit of'indigenization'in 80

far as.it is inwardly oriented and emphasizes wider participative development and

the utilization of existing resources and capabilities’iﬁ an.optimal way, ~Thus for .
instance instead of approaching the problem of Lealth care by building elaborate
'hospitals with speoialists and sophisticated eQuipmaﬁt, the capacitation approach would
tend to handle the problem in terms of a system of village dispensaries, tparefoot
doctors" and the strict enforcement of public health care regulations so that the .
bvanefits accrue directly to the lagging sectors and segments of the population. It

is far more rewarding to pursue indigenization in the context of a development stratogy
with such thrust and content. For that is the type of development strategy that premotos
'the realization of self-reliance with social aquity, a necessary condition for the

indigenization of control.

_:D. bstacles to indigenization

»

330, ong the obstacles to indigenization which are most frequently;mentionéd, i

'especially in official documonts, are ‘the following: (a) Lack of capital fo finance.
| the buying of shares, the take-—-over of foreign business, etc.; (v): Shortage of manpower

%o replace out-going expatriatesj (¢) Decline of productivity; and {(d) Flight of
' capital,’ presumably threatened by aggressive economic astionalism and- the resirictive
‘legislation of indigenization. This list is not comprehensive but it illustrates some

! thinking on the difficulties of the indigenization -process.

- requ

31, What is intéresting about this list of problems is its implicit assumptions abcut
' vhat the indigenization process éntails and about the type of development strategy -

. assooiated with it. To begin with, the laock of capital becomes a. serious problen
Ebecaﬂse one assumes that large -sums of mor3y have to be pai. out during a :shoxt.pericd
by way of compensation. More often than not, countries. have acknowledged the uecessi uy
- of paying generous compensation in order to encourage the future procurement of capital
i from abroad. Similar assumptiong underline the points about shortage of manpower &nc

| decline in productivity. I these ‘cases what is assumed is a continuation of the. B

5exiinng patterns of economic aotivities, organizational struc tures and value orientations

ring the inputs (such as capital, organizational skills, technological and

:;entrﬁpreneural_know-how) of foreigneérs. According to a certain school. of thinking;
' if this assumption were denied as being of a temporary nature, the .grounds. for making

w o |

-

' shortage of manpower and the possible decline of productivity obatacles to. indigenizaticn

disappear. Finally, in the case of flight of capital, the necessity or desirability“

' of foreign capital ‘and (by implication) of excessive dependency is: assumed. Presenting

. the flight of capital as a serious obstacle to indigenization clearly indicates that .
. a development strategy which departs radically from current tendencies, in the sense

 of making the availability of :capital or foreign capital at least, peripheral to

' development is not a possible option.
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32, These examples show some ambivalence toward the problem of indigenization.

On the one hand, unierstanding of the need to change the stctus quo and on the

other hand, an inclination to want to change the status quo in a manner compatible
with its maintenance. Why this ambivalence exists, why there has been a tendency

to trivialize the problem of indigenization are interesting questions which should

by no means be taken for granted. A1 the root of this ambivalence, however, lies the .
colonial legacy. The policies of the colonial regimes limited the opportunities
available tc Africans for the management of business and production on higher levels..
As a result there is reluctance in some’hduntries to forego the services of aliens.
Such a policy has increased the reluctaiiés of some Governmentis to involve themselves
more extensively in production and this  has had some impact on development priorities..

III. TOWARDS AN EFFECTIVE STRATEGY.

A Background

33, In the last two decades African countries have devoted considerable efforts

into the indigenization of their economies. It is now reasonably clear that this
effort has met with only limited success in some aspects of indigenization. The

most notable progress was made in the indigenization of personnel, especially in the:
public sector, but.even here the picture is somewhat ambiguous. ThQ demand for high-
level manpower continues to grow faster than the supply and the critical shortage of -
high~level manpower in Africa indicates the strict limits of the indigenization of
personnel, Evidence of progress in the indigenization of ownership is readily visible
in the nationallzation of some foreign companies, *he prohibitien of aliens from
engaging in certain activities and enterprises, the rising equity participation of
the State and indigenes in foreign—owned companies. It should, however, be noted
that in certain countries it is only the smaller enterprises involving small capital
and low-lovel technology which have been indigenized while enterprises inwlving
sophisticated technology and large amounts of capital have tended td remain foreign-
dominated, whereas in other countries the process has been taken much further.

34. It is in the indigenization:of control that progress is lagging behind other
aspects of indigenization. There is reason %o doubt whether what control entails is
clearly understood. It is often assumed that the indigenization of control and '
economic independence have been advanced by ircreasing indigenous equity participation
in foreign business or nationalizing it even when the nationalized enterprise depends

on expatriate management, technology and imported inputs. Somehow African countries - .
tend to pursue indigenization in the context of development strategies based on
dependence with the result that this has limited the potential of indigenization -
policies. Despite two decades of preoccupation with indigenization, it does not seem
that much has been achieved in the way of self-reliance or economic independence. ‘

B. Convéntggnal explanations of the failures of indigenization in Africa

35, Considerable attention has been devoted to why the drive for indigenization has
achieved so little. There is a great deal of consensus on the problems which have
rendered the drive for indigenization in Africa so limited. Among the problems
repeatedly mentioned are the following:
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36. Shortage of capital. Current indigenization policies rake large demands on
capital resources. In the first place, capital is required to pay compensation to = '
the owners of nationalized enterprises and to increase tlie equ1ty participation of
citizens and the Government in foreign enterprises. Capital is needed to give

loa¥ls to indigenous businessmen so as to help them to make a success of the forelgn
rprises which they have acquired and to prov1de vital services ‘such as industrial
tes. feasibility studies, management guidance, etc. It is argued that since
tal plays this type of role in indigenization. then the limited availability
apital in Africa is a serious constraint not only to the amount of enterprises

h can be indigenized but also to the prospects of indigenizing without loss of
iciency.

37;7 Adm1n13trat1ve and institutional capability. . Admlnlstrat&ve and institutional
capability not only affects the Covernment's ability to initiate 1ndlgen1zat10n, butr

the ability to implement indigenization policies successfully. The experience
ndigenization in Africa reveals instances when the impl ementation of ‘indigenization
put a severe strain on the administrative apparatus. In some cases institutional
rs such as patronage or nepotlsm have adversely affected the formulatlon and the
lemen tation of 1nd1genlzat10n pollcles.

38, | Entrepreneural and managerial skllls. The availability of entrepreneural and
manggerial skills not only sets limits to the level of indigenization undertaken but
alsg affects the efficiency of indigenized enterprises. Afiican countries have tried
to generate more indigenes with these skill but the shortages remain critical.
Beoiuse of economic expansion and the limited scope for increasing the supply of

such skills internally, the demand often surpasses supply.

39.‘ Qnantitatlve approach to indigenization. Some African countries have tended to
indigenize on too large a scale too fast, with the result that efficiency and
productivity have suffered.

40. Poor planning of indigenization policies, It has been pointed cut repeatedly that
ind%genlzatlon policies are poorly planned. More often than not they are made on an

ad hoc bazsis in responase to particular political and economic pressures of the moment.
Because of poor planning, indigenization policies are often inconsistent and easily
evaded or subverted. Sometimes they make facile assumptions, for instance, about the
- availablllty of certain opportunities for indigenes and about their abilisy to

' _recognize and take advantage of’ opportuniti es suppesedly prov1ded for them by °

‘. indigenization policies.

C. | Improvement of indigenization policies

41.! There is consensus on what policy makers can do to increase the effectiveness of
indigenization policies. It is generally believed that ' to 1nd1genlze effectively
policy makers should, among other things, plan 1nd1genlzation policies more carefully,
mobilize more capital particularly from local sources, increase and intensify the
trainlng of managers and administrators and take steps to increase the supply of
hlgh—level manpower.
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- 42, One school of thought on the problems of indigenization and how to overcome thenm
is to be found in thc proceedings of the Conference of the African Association for

Public Adminlstratxon gnd Management held at Maseru, Lesotho in 197,.-*/ “The:

recommendations of the Conference on 1nd1genlzation are summarized as follows.],

43. 4 country should first study the polltloal and eoonomlo 1mp1icatlone of economlo
.indigenlzatlon pragramme and declde whether the level of its economic development and
efficlency fmanpower situation) could’ sustaln the 1nd1genlzatlon exercise.

44. A declsion should then be reached as to the 1eve1 of 1ndigen12ation it 18 propoeed
to reach and a clearly defined policy draWn up. _ . -

45. As far as possible the country should make use of its own resocurces of manpower,
capital and technical know-how but since they are likely to be limlted, it should then
turn to ‘6thér countries (in the reglon)-beforeé- énlisting- overseas assistance. ‘In’ ell
oasee Govbrnments shouid be selectlve in the eouroee of external flnanoing and '
eondltione attached thereto, .

46. Tha country should eet up its own flnanolal 1net1tutione to minlmlze the possibility
of economioc sabotage and, in order to exercise eontrol over exieting institutions,
ownership and management should be indigenized at an early stdge so that the available
funds can be channelled on the basis of nat10nal prioritlee.

47. Attention should be paid Yo the mobillzatlon of eavinge end the provieion of
funds to assist small enterprises. A Tixed percentage ‘of the funds at the disposal of
development banks should be reserved epeclf1ca11y for investment 1n ‘the smallexr
enterprises, -

48, Tere should be a general education programme for the masses to make the
obaectlves, purposes and procedures of the _Drogramie- generaily kriown in order that
the people themselves should understand and agree with it and, . more 1mportant, be
involved with it.

49._ Training 1netitutlone within the country ehould fUnction within- the oontext -of
the indigenization polioy and ihe country 8 manpower requirements and thelr programmee o
ehould be eo—ordlnated at a national level. ’

50, The quérnment should endeavour to co—operate with the Governmments of other
African etatee, the Economic Commission for Afrioa and ‘African Development Bank An 0L
exploring the feasibility of establishing subregional institutions to further their "f‘ .
indigenization programmes. A

-

51, The process of indigenization should he a gradual one but it should be remembered -
that in some African countries, the gradual involvementi of the indigenous people has
besn coneclouely hampered and even prevented by uncommitted groups of aliens, If ’
such a. problem is encountered and such groups identified, Governmente ehould take
swift and firm action to prevent frustratlon of 'their programmee ’

4+

2/ The African Association for Public Administration and Management'(AAPAM),
The fourteenth Inter—~African Public Administration and Managementi Seminar, held at
Maseru, Lesotho, 27 October to 3 November, 1975.
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52, |Taese recommendations have been criticised by another school of thought, according

to which there is really not much point in saying that indigenization is hampered by

lack of capital; paucity of manpower resources, lack of technieal know-how among the
indigenous population, etc. In so far as,there is an abundant supply of these factors,

. |the problem of indigenization would scarsely.arise. Part of the problem of indigenization
is to increase the supply of these factors. Therefore the solution of the problem of.
indigenization can not be predicated on the domestic availability of these factors ‘&8
opposled to the possibility of generatlng them internally. ; : .

53. |This school of thought feels_that it is not very difficult to see that the
conventional approaches to the problem of indigenization trivialize the problem and
i that. the prescriptions emanating from them can only produce marginal improvements at
bests, For instance a country which faithfully follows the policy prescriptions in the
¥odings of the African Association for Public Administration and Management quoted
above will not significantly increase its degree of indigenization. Assuming that the
whose indigenization is at ilssue seriously lacks technology, high-~level manpower,
1, managerial personnel, eto., then 1t 1s immediately clear that the poliecy

illustrate, according to this school of thought, proposition 45 advises

ents to turm to other African countries and to be selective about sources of
extornal finanoing. The trouble is that other African countries suffer the same
scaroities and in any case the advice is evasive becauss the ultimate objective is

i to ma;imize self-reliance at the national level by which collective self-reliance at
| the regional level can be enhanced. The point relating to selectivity vis-a-vis
‘souroes of external financing is also evasive because what is involved is not so much
removal of dependence as its relocation. o

55¢ Prop031tnm146assumes the problem will be solved on the basis of ownership and
management. Proposition 48 advises that the masses be educated on indigenization
prog:tmmes so that they can understand and become involved in them. It is obviously
desirgble to secure the involvement of the masses but only if one has effective policies
and strategles.

'56. flnally this school of thought notes that the conventional approaches to thc
problem of indigenization such as the propositions of the African Association for
-|Public Administration and Management are not so helpful because they are too concerned
‘lwith guantitative changes. The advice which emanates from them as to what the policy
maker should do to indigenize successfully and quickly amounts to increasing the stock
" _|of technology, more managerial training, mobilization of savings on a larger scale, etc.
Many pertinent questions which direct attention to the qualitative changes necessary .

. ifor indigenization are not asked. Can a significant degree of indigenizatlon be

i achieved in a monocul tural export economy? Is any significant degree of 1ndlgenlzation
' Ipossible in the context of the present international division of labour? Do the
distributive effects of indigenization policiea have consequences for further
indigenization? Finally, does the over—all orientation of the development strategy
matter at all as far as the pursuit of 1ndlgenlzat10n is eoncemed?
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D, Ind;genlzatlon and development strategles

57 "The 1mportance of these questlons for ‘the success of indigeniza tion pOllClBS can -
easily be illustrated by considering the tendencies of development strategy in Afrlca

for the last iwo decades and their consequénces for indigenization. In the early 19605
-.developmerit strategies in Africa were -characterized by emphasis on commodities; the =~ ‘-«
main preoccupations ‘were how to increase the production ‘of commodltles, how to dlversify
production and how to coatrive price stabilization arrang‘ements0 This type of strategy

was defended mainly on grounds of (a) making ‘the best of Africa's comparative advantage = -
in the global context and (b) the pivotal role of foreign exchange earnings for .
developmerit., ‘The striking feature of this type of strategy is that it assumed that the
prospects of African development depended heavily on "external' factors such as forelgn
exchange earnings and 1nternat10nal trade in commodltlee.‘ ’ R

58. ‘As a development strategy, it had its own llmltations. First, the developed
countries were not very co-operatlve with commodity price stabilization arrangements,‘

and non-members of the few agreements which emerged undermined them by overproducing

and underselling members,’ Second, the- increasing use of synthetic substitutes and slow
population growth in develéped countrids weakened demand for agricultural products.

Third, the upward spiral in production in the industrialized countries as well as rising’
demand for manufactured goods turned the terms of trade against Africa. In the face of
such factors ‘the development strategy failed and financial crisis ensued, followed by -

a scramble for external aid and the reinforceément of dependencei Even if the strategy

had succeeded in promoting economic growth it would still hate tended to reinforce
dependence- by reinforcing the existing international divisioém of labour and Africa's
role in iIt.  To- pursue indigenization in the context of such a development strategy is

in the final analysis a contradlctlon in terms. .
59." From the late 1960s through the early 1970s, a dlfferent type of development

strategy was in vogue in Africa. This time the preoccupetion was industrialization,
particularly import substitution industrialization. It was hoped that this strategy

would not only accelerate economic development but also reduce economic dependence,
Unfortunately, the pursuit of import substitution was not geared to self-reliant
utilization of exlsting résources and capabilities. Ratheér, it was given a heavily
external orientation. In particular import substitution industrialization was made
heavily dependent on externally derived inputs: import of managerial skills, technical
skills, foreign investment, foreign aid, the importation of capital goods, the co-
operation of multinational companies, and the foreign exchange earnings of primary i
commodities, ‘The strategy failed to accelerate economic growth for reasons which are - -
fairly obvious. What is pertinert here is that the import substitution 1ndustr1alizatlon
also failed to decrease the economic! dependenoe of Afrlca. Indeed on balance it would™ .
appear to have increased the dependence of some African countrles. The strategy .
increased the role of mul tinationals in African’ economies as well as ‘the role of foreign .
investment in development for the simpleé reason that it created a heavy demand for
imported inputs. Alsé the need for imported inputs’ 1ncreased the need for greater

foreign exchange earnings which in turn created pressuré for increasing the output of '
primary commodities, thereby relnforcing Africats traditional role in the intbrnational
division of labour. And Africa's role in  ‘the 1nternat1ona1 8ivision 6f labour is at

the very root of its dependence. Import substitution ‘industrialization is not a

suitable development strategy for the pursuit of indigenization despite the appearance

of promoting self-reliance.
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gg. At an extraordinary meeting held at Addis Ababd from 16 to 18 Pebruary 1976 tho-
ecutive Committée of the Eoonomid Commission for Africa ‘adopted a regional Biretegy
next deeade and beyond. 'is strategy which is embodied in the Revised B
ramework of principles for the implementation of  the new international economic order
ica, aims at restructuring internatiohal economic relations and.acdelerating
11y located and relatively autonomous growth, diversification and integration.
e strategy réiterated that neither-a policy of increasing production of one or two
ry export orops.nor a policy of diversifying the range of agricultural exports, -
strategy aimed a% import substifutions had led to a’' self-sustaining economic -
or substantially removed the major constfﬁints.on'Africa‘s'external'tra&e;';/

cording to this strategy, economic and social development in the decade of the
1980s and beyond should rest on the three basic objectives: (a) the deliberate
romotion of an increasing measure of self-reliance; (b) the acceleration of internally
ocated.and relatively autonomous processes of growth and diversification; and (¢) the
progressive eradication of unemployment and mass poverty. S :

52. e achievement of the above strategy would among other things entail the promotion
. of agricultural production, rural transformatioh and’ basie industrialization; secohd,

| the enlargement of markets through close economic co-operation or integration among -

g State‘, and, third, the restructuring of trade between Africa and the outside world,
f3. In addition to their capability for rutual reinforcement, basic industrializatlon
hotivities exert strong growth-promo ting effects oti’ other industries and sectors, im

partigular on agriculture and on rural transformation, which ‘then react positively

on each other and on the industrial sector. Thus, agriculture is subjeot 'to demand

'‘pressures from industry and public works in the rural sector; industry is subject to

demazg pressures -from agricul ture and public works in the rural séctor and publioc

works in the rural is subject to demand pressures from both agriculture &nd industry.

64. 1t is necessary thereforé to design deliberate policy instruments, programmes -and
plans to promote the development of these sectors. In view of the small size of most
African countries and the dominancé of subsistence output in many of them, mul tinational
_co—op ratiQn among Af:icanjdeveléping'cduntriés in the production and distribution of
many inputs critical for initiating or accelerating processes of socio-8conomic change
Jis singled out as a major area where concrete and conderted action-is needed.

165. &n inadeiuéte_supply‘cf'competent'entrepreneurs and skilled manpower in both the

,public and the private sectors; a limited range of choice of ‘téchnology; lack of:

information on production process and product markets; limited knowledge of inter—

industry integration; large imports of inputs; small output mix; and limited domestic

markets relative to efficient plant sizes are also mentioned as factors which restrict
%the absorptive capacities of African gountries to respond &t the micro level to

| iinitlatives at the national and regional levels. S

‘1 66. fRéléfionsKWith fﬁe_davgloped market economies and the Soeialist countries and.'wider
‘access to their markets are important, as are polieieés destined to contain the external

‘drain of resources from developing countries, seour;ng‘te@hnical—aSSisﬁanoe in real and
‘more relevant terms and gaihing access to teshnology on less restrictive terms, '

; Revised framework of principles for the implementation of the new international
‘economic order in Africa, 197610811986 (E/CN.14/EC0/90 Rev.3).
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But under the stratesy as conceived, it is the vision and competence of Governments
and communities in selecting particular technologies, types of skills, capital goods
and services and combining them with local rosources that will determine the resulis.

E. The unified approach and indigenization

67. ' This approach is the outcome of Economié¢ and Social Council resolution 1494 .
(XLVIII) and General Assembly resolution 2681 (XXV). These resolutions. pointed to the
need for an approach to planning which would ‘*integrate the economic and soecial ' o
componefits in the formulation of policies and programmes at the national and inter— .
national levels'. The major objectives of the approach are: ' .

(1) To leave no sector of the population outside the scope of changemand.i
development; : | '

(i1) To effect structural .change which favours national development'andlto.l
aoctivate all sectors of the population to participate in the development process;
(1iY) * 9o aim at social emuity, including the achievement of an equitable

distribution of income and wealth in the nationj.

(iv) To give high priority to the development of human potential ,..'"

68. Following the resolutions,» a unified approach was subsequently elaborated,iﬁ.a;_'
report prepared by the United Nations Research Institute for Social Development A
(E/CN.5/519). The report explains that "development under a unified approach is.
conceived not as the increase of an aggregative quantity like GNP but as growth and
change of a pattern or complex of social and economic factors. It implies observed
progress towards a set of goals or values; but it also implies the objective changes
taking place which underline the observed progress. These include various kinds of
stiuctural and institutional change and social and individual transformation wihich
build up the capacity of the society .and of its members to realize higher levels of
production and welfare,! The development strategy under a unified approach would aim
primarily at "changing the existing style of development into a more desirable style,
as judged in terms of cross—sectoral linkages, spread effects, participation, . T
distribution, and like criteria™. The use of a unified approach entails presccupation
with "questions of kind or composition within the different fields of developmental ’
activity: the kind of industrial growth, the kind of agricultural growth, the kind of
imports, the kind of technology, the kind of educational development, the kind of
health programme, eto." . . y

69, One of the most interesting elements in the report is the concept of capacitation.-
The report points out the need for thinking in terms of a 'capacitating' operation
"which does not try so much to define and control the future as to establish present
conditions or capacities which will permit a given society to meet iis problems in the
future." An example of ‘'such a "capacitation" activity would be. the undertaking of .. |
structural or institutiohal changes, which conventional planning does not rea@ily.@ﬂ&l
with through its technical methods. Various structural and institutional conditions .
tend to be assumed in planning procedures, including often, structure of demand., Socizol
transformation such as the abolition of class constraints on mobility also fall outsidan
the .scope of orthodox planning techniques.
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70. | A unified approach is a promising development approach which is conducive %o
dealing effectively with the problems of underdevelopment and economic dependence.
The capacitation approach promotes self-reliance by orienting development policies
to the assessment and exploitation of existing capabilities. A unified approach is
geared to, maximizing cross—sectoral integration,.spatial integration and participative
development. This type of approach is more in harmony.with the objectives of
indigenization. A comparison of this approach with the other approeches reviewed

here shows clearly that the.question of how to pursue indigenization can not be .
separated - from the question of the characterlstlcs of development strategy. _"'f.,w_

Tl. | The suggestions made below concerning more effective ways of achieving
indigenization: of African economies are tentative and deal only in- generalltles,
givan ther unlqueness of each African oauntnym

72. If African ceuntrles want to make 51gn1flcant progress tqwards 1ndigenizat10n
theyl will do well to adopt the methodology suggested in the unified approach to :
development, The brief examination of the unified approach above indicates its
excadlent prospects for the achievement of self-sustained growth, a necessary condition
of indigenization. The unified appreach would give development stretegy & direction .
and content which would be entlrely harmonious with the gpals of indigenizatiéen. For
one 'thing it emphasizes the utilization of existing domestic resources and capabilitlee.

PR

; For mnother, it focuses attention on the removal of Wiructural and institutional
. factors which reinforce dependence by agcentuating unbalanced development and the .

% neglect and economic marginalization of the rural populatlon.; The obaeetlve of thls fp;
. appropach would. be to include all sectors of the population within the scope of i

it

- structural changes, development. and 800131 equlty and hence,. by glving ‘the develepment

strategy a partiecipative and dlstrlbutlve emphasis, the unified approach would
facilitate the avoidance of what one may call enclave development which is an underlying
cause of the structural dependence of African economies. To ensure partisipative

- development, which would have little meaning without the right to productive employment

that would generate income sufflclent to. aoquire the b381c needs, the approach suggedis
a methodology for identifying the. lagglng groups and , .regions through decentralized '
information flows diagnosing the causes behind the failure of such sectors to

. participate . in development and suggestlng the pollcy measyres to reotify the eituation.

Theab poliey measures may take the form of educatlon and tralnlng, development style,d_

 kind and ‘type of outputy, credit, facllltzes, land fertility, political constrainta,

type of land holdings, institutional arrangements,. government pollcles, lack of farm‘j
1npu¢s such.as fertilizersy sprays, water pumps, cement, means of transport, etc.

Lo

73. With minor exceptions . the b331e structure of Afrlcan economles is as follqws: .

-they are essentially subsistence based, punctuated by a few commeroial and’ 1ndustria1

oentres which are also administrative centres. .In these. centres banks and other
finaﬁeial institutions, infrastructure developments and amenities ‘are concentrated.
These centres stand out clearly from the rest of the society partly because they are
alrendy so well endowed that they tend to attraqt more development, Investment tends
to go where infrastructures and educational- facllltles are, where advantage can be
taken of economies of socale. : R
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This tendency-leads;to'the'following consequences!

© (1) - e ‘inequalities between these.centres or urban areas and the rest of the-
country in income, social amenities .and other factors dncreasse. :
(1i) Their isolation from the rural areas tends to increase and, with tﬂéf,‘ . .
development becomes less and less relevant to the needs of the bulk of the country's
population.

(111). The extornal .orientations of the developed centres are reinforeced and the *: .
tendency arises to think of development problems only in terms of external factors ...
such as, private foreign investment, foreign aid, importation of technology, management
skills, ‘capital goods, etc., instead of the exploitation of existing natural resources,’

~assets, capabilities and above all the energy of the people. : Ty
e e ' : o : - T

“"(iv) ' The development patterh which ensues relies on outside linkages, fragments:~ia

the economy and leavés 1t incapable of self-sustained growth' and indigenization. .:..° ~

-

¥, - Nationalization of foreign assets . - - TR o SR P ,
74, Indigenization means displacement of foreign control of the economy and may be = .-
pursued by encouraging indigenbus enterprises and the transfer of productive assets o .
to indigenes privately, that is, as private property. This policy stimulates the

growth of the indigenous private sector.but it algo inoreases inequalities in weelth

and income distribution without changing the structure of dependence and it tends to

‘cpreate local vested interests favouring links with foreign capital,

75:° Although there are great variations within. the region, it has, however, become .
polity ‘in certain countiries for the State to play a decisive role in realizing
indigenization especially where there 'is as yet no. large pool of indigenes with
substantial wealth and ‘a well-established economic base, In these countries regulations
may be used to limif foreign eontrol ‘ahd ‘to pave the way for more indigenous participation
in the economy. - In such countries the State has found itself intervening more widely

in economic life: going into partnership with miltinationals, buying into foreign-owned
business, holding shares in trust for citlzens, transferring foreign businesses to

loeal ownership, lending indigenes money to buy foreign business aor to set up new ones, .
providing extension servioces, loans and industrial estates to help citizens who have

takon over foreign buasiness in the process of indigenization. What then are the. .
advantages and disadvantdges of indigenization by,nationalizing-foreign_enterprises

and t:anéferring them, partly .er.totally, -to public gwnership? o .
T6. ~'Firdt of all, indigenization must entail restructuring the econdmy.- Africam - .. -
experience with indigenization has shown that indigenization ‘is only partially.achieved -
by quéﬁtit&tive change such as the changes in the distribution of ownership among
citizens and non~citizens. Such quantitative change leaves.intact the structursl . _
features of the African economy such as its outside orientation and externally directed °
linkages which are the very foundation of dependence. Indigenization must be, firat

and foremost, a process of restructuring the economy to ensure sectoral integration,
participative development, regional integration and more inward orientation in order to
achieve self-sustained growth and the reduction of the structure of dependence.
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As has baeen pointed out, one of the reasons why indigenization in Africa has had
11imited success is because it has been carried out in the context of a development
egy which has neglected. the urban. poor and the rural populatlon, the wo gfbups
constitute the overwhelming magorlty of the populatlon of African countries,

er it is hard to ses how, given all the constraints of underdevelopmant, the
ctivity of these groups can be significantly increased without substantial

Btions of methods which have achieved success in certain cages such as co-

-8 tives, work brigades, mobile production units, etc. Direct measures may also
eeded to improve the prospects of these lagging seciors which may take such forms
mprehensive land reforms including land redistribution, publlo works programmes

he like. But more pertinent are the more efficient use of extension servioces,
obildzation of eredit, the sharing of expertise, economies of soale, accessibility
’ ore economlc use of certain inputs,partloularly teohnology.“.=

-POllCleS of 1ndlgen1zation through- natlonallzatlon and the soo;alizatlon of
dection bave had to face many problems, First there is the. problem of finding

jo capital to'nationalize foreign assets. This .problem ocan bo mltigated by taking
~foreign investérs into:partnership within very strict limlts. Second there is
roblem of efficiency and productivity. Unfortunately, the. performance of publio
rises-in Afrioa  has been' extremely disappointing,. A serious effort. will have
‘made %to inculocate more positive attitudes to work and rewards and more efficient
ng policles in public enterprises. . BT -

75 - ;rIn addition, ‘soclalized production units are not.under the same pressure as the

% °ntr$preneur to take risks and generate wealth in erder.io prosper. Another problem
Pis tte dahger of complacency, ~It is all too easy to confuse nationalization of

. productive assets with the achievement of economic.independence. Nationalization like
? orjvhte ownérship of indigenizex enterpriges does not . necessarily entall progross

. towalrds economic indépencence. ¥For, as ia often the cage in Africa, the nationalized

entorprises invariably depend heavily on: imported technology, foreign capital, and

_foreign management. Sometimes natiomalization in Africa amouats to the substitution

- of ‘epllective dependence for diffused dependence (under. private OWnership) rather than
' thé reduction of economic dependence,. The.choice among these alternaiives is a
political decision left to the Governments, to- take,- Bach system has its advantages

and dlsadvantage& and 1n many cases mixed economies. ultlmately emerge.:

8, ‘Product1v1ty

SO;JVAﬁ‘essential asPect’of indigenization must be-a strenuous drive to increase

.. -productivity. The relation between productivity and dependence is quite clear. The
more 2 country is able to “improve .the ‘quantity-and quality of its output and

distribution, the more économic independence it is.able to achieve, To achieve
indigenization in Africa, the productivity of-~ the populatlon and other factors of

;grodpculon has to be increased 'if not optimized. TIt:will be. particularly desirable
to increase .the productivity of the informal sector and the subsistence sconomy and,

to db so, it will be necessary.to mobilize' them politically and give them sultable

:_reoognition for purposes of production. .For instance it will be desirable to
‘corimplidate rural dwellers into co~operatives and to consider an integrated approach

to rural development. This would-make it easier to attend to the welfare of this.
part of the population, as it will facilitate the provision of amenities such as health

 centres, water supplies, the improvement of sanitation and education. It will aid
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efficiency by encouraging shared facilities more economic use of extension services,
a. more specialized division of labour and economies of scale, '

H. Specific problema

81, Specific problems of indigenization such as the problem of lack of technology, be
manpower and capital- deserve some consideration, particularly in the light of the

- suggestions made here on how ta accelerate indigenization. EHarlier, it was noted

that conventional approaches to indigenization which focused on the solution of these -
apecific problems were of limited success because the problem of indigenization is
trivialized if it is dissociated from the question of the direction and content of
development strategy and confined to specific tasks of improving the supply of capital,
manpower and technology. That is not to say that these specific problems are not

real and important, and consideration is given below to how these problems might be
handled in the context of a unified approach and the indigenization policies suggesied
here. The problem of capital can be mitigated by reducing both private and public
conspicuous consumption, by restricting imports to what is strictly necessary and
de-emphasizing import substitution industrialization, by more intensive and efficient
use of existing assets, more effective use of manpower resources, more strenuous .
effort at domestic. mobilization of savings, eto, A‘capacitatibn perspective will tend
to lead to such measures of dealing with shortage of capital.

82. The problem of manpower can be tackled with somewhat more imagination., For
instance it is repeatedly said that African countries suffer from a dearth of high~
level mediocal personnel. More strictly speaking, the problem is fundamentally &
problem of poor health care and only incidentally a problem of manpowWers But the
health problem ocan be improved enormously by enforcing public health regulations
strictly, better sanitation, improving public consciousness of nutrition, a system

of rural dispensaries and small hospitals manned, as in the People's Republic of China,
by "barefoot doctors" who can be trained in relatively short time. In short, a lot

can be done to deal with the health problem without spending a lot of money on complex
and sopbistioated hospitals and the training of doctors, If the problem is approached
as suggested, it will require less money, less technology and entail more self-reliance.
Similar solutions can be applied to administration and production. For instance the
problem of managerial and administrative personnel can be mitigated by resolving
complex organization and complex operations into more manageable ones., The organization
of society for purposes of administration and production can be done with reference

to the level of manpower which can be supplied with relatively little difficulty.

83, The problem of lack of technology can be similarly treated and it looks somewhat
different when approached from the point of view of participative development and
capacitation. TFor instance if production is geared to mass . consumption goods, as
should be the casse, technological dependence is likely to be reduced. Also the probjem
of the lack of technology is made worse because insufficient effort is made to gear
production to real and potential domestic technological capability. The failure to
make this match greatly inhibits the development of technology. Finally the '
"dovelopment of technology and the diffusion of technological skills will be greatly
inoreased by building in a technical unit into every production organization.
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For lexample, each district or group of co-operatives can have a specialized production
unit which works on -the improvement of the simple toois and machines that its members
use and axperlments on how to make its production processes more efficient. This

unit could bs reinforced on a permanent or temporary basis by specialists in the
ology relevant - to the work of the co~0perat1ve. The .Chinese have used this

. NeveL hﬁlcss, it should be pointed out that basic decisions on development

"tegles and policies and approaches to. indigenization are largely political decisions
in the final analysis. The policies suggesied here for pursuing indigenization entail
prastical commitmen+ts. : ) . S S

IV. CASE STUDIES. IN INDIGENIZATION - IS
Ao Gﬁéﬁa_'_ 
1, Background

85« | Ghanaian government publications refer more to economic independence and self-
reliance than to indigenization. For instance the stated aim of the five-year develop~
ment plan, 1975-1976-1979/80, is to build an.independent national economy,- firmly
sﬁ}nctured on the resource potentials of the land and culture of the peoples in the:
context of the stated Government principle of self-reliance. 'Ih the publication of

one of the institutions dealing with the indigenization of the Ghanaian economy,.

is stated that the greatest task that faces any country like Ghana that has: attalned
political independence after many years of colonial rule is the achievement. of economio
independence. In the Ghanaian context, indigenization means also the quest for self~

. reliance, and an examination of the publications of the Ghanaian CGovernment shows that
. whether the word self-reliance or economic independence is used the major concern is
the Ghanaization of the personnel and ownership of enterprises., The following passage.
from the foreword to the five-year development plan illustrates:the point: "We have
succleeded in. promoting increasing indigenous participation in the Ghanaian economy

and have spelt out for the benefit of investors, both domestic and foreign, the

condi tions under which-productive investment can be made in Ghana,"

86. rln the period 1957-1960, the quernment appeared to be very much aware.of its

‘| obligations to CGhanaian,businessmen, especially the small business who had supported

it tE:ough the struggle for independence. But this awareness was scarcely ever :
translated into preferential treatment. One student of CGhana finds that neither legal

actibn nor significant administrative pressure was applied to :force expatriates out

of retail. trading, or to limit their roles in other fields of ‘commerce, except for

coocok purchasing (Esseks, in Journal of Modern African Studies 9;1,1971). The pollcy

of the Government in regard to .the business community in this initial period may be

described as somewhat passive. Following the Go Shifimo Kpee# and the:General Strike

of 1961, the ruling Convention People's Party consequently decided on a change of course.
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It"disoarded its second developmént plan and substituted a seven year.plan which

proclaimed ‘socialism as ' the basis of Ghana's development. The details of this

socialist approach were elaborated in a new party publication entitled 'Programme -

of the Corvention People's Party for Work and Happiness.' Socialism was to be

achieved by increasing productivity'and, most importantly, by expanding and strengthening

- the public sector. According to the programme private enterprise was not to be killed,
-but merely surpassed., The strategy for stimulating the growth of Ghana's productive

assets and enlarging the role of the public sector called for close co-operation between

'the ‘Government and foreign capital, It was expected that foreign capital would play

an important role in the implementation of the new development plan supplying over

40 per cent of the projected capital expenditure. '

87. When the Government changed in 1966 there was a change of policy towards indigenous
capitalism. The National Liberation Council which came to power formulated a comprehon—
sive poliecy for the promotion of Ghanaian business enterprises in a policy paper
entitled, "Government policy on the promotion of business enterprises (1968)", . ihe
paper declared that a major objective of Government economic policy was to encourage
private enterprise (both foreign and Ghanaian) to continue its vital role. as the .
leading contributor to the country's volume of production, income and employment.

The paper pointed out that, while the Governmment was interested in encouraging foreign
investment, it was not the intention of the Government that the encouragement of ., i .
foreign investment should result in the perpeiuation of foreign control and domination
of the country. It went on to stress that government policy would ensure that. Ghanaianm .
enterprises received the maximum encouragement and. that there was no excessive concent—
ration or control by foreign enterprises in the ecoﬁbmio sector, This policy paper

set the tone for the indigenization or Ghanaization;@fJthe,economy.- It was spelled

out in more concrete policy terms a few months after by a decree promulgated in.
December 1968. ' :

Cin

2._ Promotioﬂ”of'indiggnization

88. 'The decree of December 1968 reserved, as the exclusive preserve of Ghanaians,

the following énterprises: retail trade of less than ¢0.57million, wholesale trade of -
less than ¢1 million in volume, taxi services and any enterprise engaged in extraction,
processing, manufacturing dr-tranSpdrtation business, semploying 30 persons or less -
and requiring simple production techniques or having a capital investment of less than
¢100,000. 4 Ghanaian Enterprise Committee was set up to advise on the implementation .
of the decree., Foreign businessmen in the affected enterprises were to be given two

to five years to transfer ownership to Chahaians and this transition period was to.

be used for improving the managerial and technical education of Chanaians.

89. The National Liberation Céuncil Government fell in September 1969 and the new
Progress Party Government was forceful in the pursuit of indigenization. In its very
first week of office it ordered- the deportation of all ‘aliens .without, valid resident
permits, a move which might have affected as many as 150,000 persons, many of them -
in the private sector. However, numerous exemptions and a rush of naturalizations .
reduced its impact, The new Government quickly passed through Parliament a Ghanaian
Business Promotion Act in June 1970, which embodied the approach to indigenization
adopted by the National Liberation Council policy paper but sought to accelerate
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indigenizétion'and rive it mére depth. It Phanged the. deadljne for compliance by :
affeoted foreign erterprises from June 1973 to August 1970. Like ‘the decree of 1968.
whieﬁ it superseded, the Aot reserved certain enterprises exclusively for Ghanaians.
The reserved. enterprises were classified into two categories, ' The first category
was @ 1ist very similar to the resewved lirt of the 1968 decres. . The items in this .
liStJWere taxi services, sole agency for overseds representation, sale under hlrew

’ purehase contract of taxis dr vehicles, peity trading, hawking or selling.from:

and retail or wholesale trade where +he gnnual turnover for. the enterprise: .
for the tax year 1967/68 did not exceed ¢500 000, The prohibition of foreign ownership

tof enterprlses in this category came into effect on-1 August 1970. :The second category

of eiterpr1ses con81sted of the following: commercial’ transportation by.land, bekery,.
printing other than printing textiles, beauty culture, produce brokerage,’ advertlslng
bllclty, manufaoture of cemént and blocke., The- appllcation of the decree to
temg_ln this eategory was effectlve from Juﬂy 1971°

”‘ere was an elaborate mechanlsm for 1mplemen11ng the Ac‘ba " A~ Chanaian Enterpfiees-

Adviscry Committee was set up to advise on how to promote’ Ghanaian enterprise generally.

cand
‘MThig

so advise the Minister of Economic Planning on the administration of the Act..
rgan superseded the old Ghanaian Entexprises Comnittee set up. under. the decree

of 1968, In addition to this there was also the Office of Business Promotion, which

was
' the |
| business with advisory sexvices and techhical and finencial assistance, to:assist.
 8mall bu51nesses to 1dant1fy, prepare ciid exeoute projects and ‘to exercise any other
;funcilone that mlght be necessar, for the development of the c¢mall--scale business

‘gect
LOffi

'asslst in ‘the implementetlon of the Aot by drawing 1p & ‘comprehensive plan for
evelopment of small bu31nees in Ghana., It was zls=o Aequlred to provide Ghanaian °

r of the economy and “the promot;on of indigenous entrepreneurship, . When the
e of Business Promotions was set up in July 1971, 1% was organized into four units:

:(1) e InsPeotorate and Llcenslng Unlt which was to licetss the enterprises affected
by the Chanaian Business Promotion et and the Alion Liceasing Reguldtion of 1970.

' In addltlon to this function, the unit was to inspect businesses reserved for .Ghanaians
ond monitor the businesses which hate recs.ved loans fiom the Small Business Credit

. Scheme which was set up to promote indigenization; (2) the Administration and Finance
=U11t, whose functions were the processing of applications for loans and. feasibility

‘ndies and supervising lean accounts; (J) the Bueiness Premotion and Development Unit,
which was to . conduct research on small’ busingss to determine how they could best be .

- assisted, It also carried out the promotlonaJ Wwork of  the Officeiof Business Promotjions;
iand (4) the Regional Business Promotion Secretavlau; Whlch acted as the arm of the

Offlqe of Business Promotlens in the reglonso

91, hFlnanclal assistance for 1mplemeet1ng the act was - to be: prOV1ded by~ the Offlco
of Business Promotion in comoperatlon with the National Invesiment -Bank, Barclays Bank,
Standard Bank and the Ghana Commercial Bank. The CGoverfiment ‘tried:to mobillze more

J capital by raising the interest payable for deposits with-the:Post 0ffice Savings Bank

| (known as the National Savings and Credit Bank) from' 2% per cent” to 5 per cent, - It
also;redueed the liquidity ratio of commsrcial banks T- <om- 50. pexr- cent to 45 per cent.
Flnally the Goveramen't agreed to assist Chanaiatis to’ acgquire foreign businesses by
guaranteelng the banks up to ¢100 000 in- suppo¥t of such- transactions: with government-

;apPrOVed clients. The financing of the Act was greatly helped by the small oredit
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scheme of the Office of Business Promotions. This scheme was launched in December

1970 and 1its aims were (a) to increase the local entrepreneur's access to organized

credit on reasonable terms; (b) to supplement the available credit through'the

somméroial banking systems, and (c) to enable local businessmen with abllity, drive, '
imagination and sound business ideas, but lacking adequate funds, to start business in

a small way. The two types of small businesses Which were to benefit from the scheme

were the small businesses which were taken over from foreigners under the Act and also a.
those operating in the priority sectors of the sconomy which, according to the Government,
included import substitution, export promotion enterprises and small manufasturing.

92, Steps were taken to educate Ghanaians on the acquisition of foreign business,

the '$étting up of new ones, the problems of management and how to overcome them.
Some of these functions were performed by the Office of Business Promotion. The effort
of this institution was supplemented by Chana Institute of Management and Public
Administration which was duly expanded by the inclusion of an Administrative Staff
College, and also by the advisory bureaux set up across the country by the Management
Dévelopment and Productivity Institute, The Development Service Unit of the National
Investment Bank offered feasidility studies and consul tancy services to Ghanaians
wishing to go into business and its Post-Finance Department helped clients with
accountancy problems, ' :

93. " The Ghanaian Business Promotion Act was quite successful in achieving its modest
aimzs., The Office of Business Promotion tried to enforce compliance by a rigorous
schedule of in5peoﬁion. And it did not hesitate to take over companies which falled
to comply by the appointed date. By the end of December 1973, the total number of .
loans granted to Chanaians under the Act by the Office of Business Promotion was
6,232 worth a total of #10,213,342. Some of the loans achieved excellent results.
For instance, a loan of ¢156,110 was given to 94 Accra taxi drivers %o take over &
fleet of taxis originally belonging to Fattal Brothers. By June 1974, all but
¢11,369_had been repaid and 72 of the taxi drivers already owned their taxis. DBouyed
by this success, the Office of Business Promotion encouraged the taxi drivers who had
completed their payment to form co-operatives and gave them financial assistance to
do so. Those who borrowed money under the Act took their obligations seriously, for
the average repayment as of June 1974 was about 7O per cent.

94, There were however difficulties in the implementation of the Act, some of them
serious enough to reduce its effeotiveness considerably. It would appear that
financing the Act was a considerable problem, Some foreigners affected by the Act
were unable to dispose of their enterprises because prospective Ghanaian buyers could
not raise the requisite funds to effect the transaction. Despite the encouragement

of the Covernment, CGhanalan bankers were unwilling to relax their rather stringent
conditions for lending. Even the small business credit scheme imposed very siringent
conditions for lending and required applicants to go through a rather tiresome process.
Thus many applications were turned down after long dalays, and in some eases approval
came too late to enable the completion of transactions before the deadline for the
transfer of the affeoted foreign enterprise, The Act had neglected to specify and -
regulate the process of transfer of foreign business to Chanaians.: Some of the affectedy
foreigners preferred private, often seoret deals and demanded bonus paymentis, unrealis-
tieally high prices and payment of part of their money in foreign exchange.
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Me Act also had not regulated the treatment of employees of affected enterprises
ith the result that there was considerable displacement of people and some suffering;
'Eith gbout 4,000 people being affected. The implementation of the Act led.to shortages
"bf some essentisl commodities as affected foreign businesses refrained ‘fPon: ordering
hew stock and those unable to find Ghansian buyers by the deadline gimply closed shop.
Me degree to which the aims: of the Act were achieved suffered . from the faét that the
ct had not insisted that expatriates should train Ghanaians to take over- their
businssses within a certain date and this encouraged an.arrangement by which Ghanaians
Were used as fronts. Nevertheless, even if the implemsutation of the Act had been
100 per cent successful, it would still not have advanced~indigénizatidﬁmaignificantly.

" The aims of the Act were too modest, and the 1list of enterpriges -reserved for Ghansians

represented a very small part of the industrial and commercial . -gectora-

"B5. The deficiencies of the Act of 1970 were supposed to be remedied by the new

indig¢nization policies launched in 1975. In April that year the Government promulgated
the Investment Policy Decree (National Rédemption Coun¢il- Decree No. 329 )}.and the
Ghanajan Enterprises Development Decres {National Redemption-Council Decres:No. 330)
Which were to supersede the Ghana Business Promotion ‘Act.of 1970 with effect.from

1 January 1976 = . o , S

6. The significance of the Investment Policy Decree lies mainly in the extension of
iﬁhe scope for Ghanaian participation in the economy. - The following enterprises were
reserved exclusively for Ghanaians (a) all commercial enterprises including produce
brokerage, advertising agencies, retail trade with a capital of ¢500,000 or more or a
turnoyer of*¢1 million or more and.commercial transportation by land, (p) eight
industrial enterprises including bakeriés, printing of boécks and stationery, manufacture
iof cement blocks for sale and tyre retreading. Another category of enterprises was
‘reserved partly for Chanaians consisting of ?a) eight commercial enterprises including
'shipping, casinos, clearing and forwarding and distribution agencies for machines and
ftechnical equipment; (b) 36 industrial enterprises including laundry and dry cleaning, -
mamufscture of confectionery, motor: workshops, sawmilling,’ maaufacture of matches, fish
‘proceesing, manufacture of footwear, paper conversion ‘and:manufacture of rubber products;
‘and (6) two agricultural enterprises, namely, fish and shrimp trawling and poultry
farming., Commercial or industrial enterprises in this schedule.with a capitalyofiless &
‘than ¢500,000 and an annual turnover of léss than ¢l million. required 50! per cent o
Ghanajan participation, while those with a capital of more - than §500, HQ0: ox- annual
‘turnover of meore than ¢1 milliocn required at least 40 per cent ‘Ghanaian: partitcipation.
All enterprises in this schedule engaged in the producticn of essential commodities
{basic necessities such as sugar, salt, soap;” fertilizer, -maiches, beer,;cement, baby

- \food, petroleum products, shoes and textiles) required at least 50 per cent indigenous

iparticipation. Banking services, mineral-enterprises and’ timbeér entbrprises with a .

- |capital of less than #500, 000 or annual -tirnever-of less “than ¢1.miliion'were to have i<

-

lindigenous participation of at least-40 per cent, The decree also made a certain level
of State participation mandatory for certain enterprises. State equity participation

- of not less than 55 per cent was required in the following cases (a) timber enterprises

with capital of more than 500,000 or an annual turnover of-more than ¢1 millions

(b) mineral enterprimes with capital of more than #500,000 or turnover of more than

§¢l million; and (¢) all enterprises producing basic necessities such as salt, fertilizers,
‘matches and milk provided that they had an annual turnover of more than §1 millien or
‘capital of more than ¢5 million. In addition State participation of not more than

30 per cent was reguired for enterprises dealing with the extraction and processing of
‘bauxite and aluminium, and not more than 20 per cent in enterprises dealing with the
production of mineral oil,
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97.  Apart from enlarging the scope of. indigenization, the Investment. Policy Act .
tried to deal with some of the problems which had impeded the implementation of

the Act of 1970. '"Fronting", or collusion with expatriates to hold legal ownership
while the expatriate retained effebtiva ownership was punishable by two years .
imprisonment with no option of a fine. PFurthermore, the Decree made it illegal 1S
for any Ghanaian to employ directly or indirectly any- foreigner in.the operation

of any enterprise previously owned by that person which the foreigner had disposed
of or had purported to dispose of. 'To enable Ghanaians to take over foreign .
enterprises without loss of efficiency, the Decree amjoined all expatriates with
enterprises affected by the Decree to'institute'within six months of the Decree a
training scheme which would enable Ghanaians to acquire the skills for running the
enterprise including supervisory and managerial skills. They were to report the
full details of their training programme to the authorities within 12 months of the
commencement of the Decree. Another deficiency which the Investment Policy Decree .
iried to remedy was the unregulated transfer of shares and businesses which had led
to abuse under the Act of 1970. The Decree stipulated that sales of shares and
transfer of businesses under the Decres. were to be effected through the agency of
the Investment Polioy Implementation Committee which was met up under the Decres to
implement it. The shares for sale were to be vested in the Committee in the first
place and it was up to the Committee to determine their value, receive payment - from:
the buyers and transmit the payment to the vendor.

98. The Investment Policy Decree was complemented by the Chanaian Enterprises S
Development Decree, promulgated at the same time. While the former defined the adope
of Ghanaian particéipation in the economy and the procedures and processes by which .

1t was to be achieved, the latter was concerned essentially with setting up an _
executive agency, the CGhanaian Enterprises Commission, to ensure that the targeted
scope of Chanaian participation was realized, Apart from ensuring the indigenization
of enterprises as stipulated by the Investment Policy Decree, the Commission was also .. .
entrusted with the broader responsibility of ensuring the assumption of control of

the economy by Ghanaians within the shortes+ possible time as well as creating an
effective institution providing technical and financial assistance, as well as a
general advisory service to Ghanaian businessmen. One of the deficiencies of the
Act of 1970 was its indifference to the likely effects of the process of indigenizatian
in accentuating inequality. The CGhanaian Enterprises Development Decres showed some
sign of recognizing the problem, but without tackling it seriously, for it empowered
the CGhanaian Enterprises Commission to reéserve a proportion of the shares scheduled for
indigenization for the workers, ' ' :

3. Implemenfation and problems enqoﬁntered

99. The implementation of the indigenization Decree of 1975 has proceeded rather
well, 'The Government moved quickly to acquire the stipulated large enterprises with
a capital of $550,000 or turnover of over ¥l million. The Covernment has also takem -
over the petroleum'refinery, According to a report of the Investment Policy :
Implementation Committee dated January 1977, by the deadline for effecting the
Investment Poliocy Decree, i,e, 31 December 1976, of the 290 affected companies .
examined by the Ghanaian Enterprises Commission, three were exempt from the Decree
and 204 out of the remaining 287 had complied with the provisions of the Deoree,
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According to the annual report of the Ghanaian Enterprises Dsvelopment Commission

for the financial year 1976/77,'a'comprehensive check on the enterprises reserved .

for Ghanaians revealed that 85 per cent of foreigners operating in the Greater Acora
and Ashanti Regidns are legally entitled to operate as: Chanaians by birth or by.
naturalization. ‘In the other regions, no non-African wers found operating in the
reserved areas, The small business credit scheme has also been equally suocessful,
Under the Investment Policy Decree, the scheme has.been extended to assist not only
those taking over foreign business in’ schedule I (that is ‘enterprises reserved -
lexelusively for Ghanaians)'but alse to help-indigenous entrepreneurs in the areas )
nated as priority areas of the economy: from time to time. - The total investiment .
s scheme since 1 July 1971 is §21,814,373.. To all appearances, Ghanaians = -
jert to the opportunities which indigenization policies offer. The few

anies which went public' to meet the requirements of the Investment Poliocy Decrse
were generally oveérsubscribed and the demand for loans under the small business credit
scheme has been very heavy. ‘ L

100. foncerning progress in the indigenization-of personnel, Ghana has made a serious
‘effort to achieve self-sufficiency in high~level manpower by the use of institutions
‘such as the universities, the Ghana Institute of Management and Public Adninistration.
'and the Management Development and Productivity Institute, However, in Ghana as in
most parts of Africa the quest for self-reliance in manpover has .proved te be elusive,
partly because of the new demands being generated by development. Output of high~
level manpower increases in absolute terms without really alleviating the critical:
‘shortages as the following table shows: o : . S

Output of high-level manrower

Table I. ]
; . Total . Projected Estimated Shortages -
' Qocupa tion : o employed  employment output ° and
1975 - 1980 ~ 197580 surpluses

i Civil engineers 508 761 100 - 153

i Meohanical engineers 566 .. 920 - 100 - 254
,iArchitects_and townplanners 422 . 1,049 S 2000 - 427

| Surveyors 640 1,623 200 - 783

| Geologists : 42 . o 182 C 25 =105
.yAgri%ulturists 635 1,135 400 . ‘e 100

|
! \ ‘ - - - .
| ‘Source: - Adapted from Five-year development plan 1975/76 - 1979/80, Ministry

-gof Edonomic Planning, Accra, (1977) p. 358.

o>

. The situation of high-level administrative and managerial personnel appears to be
' more promising. The additional requirement in this category for the plan period

j 1975/76-1979/80 is 3,132, It was expected that the output would meet this requirement
. but incomplete evidence indicates that this expectation was somewhat optimistic.

. Despite the efforts made in manpower development, the supply of manpower remains a

- constraint on indigenization in Ghana.
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101, The”Investment Poliocy Decree did not solve all the problems and it was not.
without 1ts own diffioulties. Tardiness in loan repayment continues to reduce the
effootiveness of the small business eredit schemes The amount due for collection
from clients for the financial year 1976/77 under the scheme was #4,761,145. The
Ghanaian Enterprises Development Commission was able to collect only ¢2,721,030 or
57 per'oent of payments dus. Taking the cunulative annual repayment performance
for the five years up %o 30 June 1977, the picture is somewhat better and the figure
for the financial year 1976/77 is 69 per cent. The problem of repayment is important
because the Commission is now relying heavily on repayments to finance new loans,
The scheme suffers not only from the tardiness of repayment but also from the
administrative costs of debt collection. During the financial. year 1976/77, the
Conmission was involved in the prosecution of 37 cases of debt default involving

a total amount of £246,932. It was able to recover only

#54,974 as a resylt of these

cases and the cost of this litigation mzst have been considerable. In the same period,
the confidence in the small business credit scheme suffered from guspicion that its
loans are often awarded for reasons other than sound business principles. The
Ghanaian Enterprises Development Commission has devised new guidelines for the scheme
which it hopes will remove the unfavourable political stigma that has been attached

to the small business credit scheme.

102, Some of the indigenized enterprises are suffering from operational and managément
problems, The Commission complains that, despite its careful selection of the

candidates to buy foreign business, Some of the enterpris
under their new (Ohanaian owners, Mhese difficulties aris

es are having difficulties
e mainly out of the limited

financial resourcss of the new owners and from poor supervision. Just how seriocus
these problems are is difficult to say but they may be quite serious judging from

the Commission's resolve to address itself vigorously to

these problems to rescue

those in difficulties, . .In some cases "pairing" has accentuated the problems of
management and operation. 'Pairing'! was an idea encouraged by the Commission to -~
facilitate indigenization. It involves bringing two or more Ghanaian En trepreneurs
into a new partnership in order to be able to take over a foreign businesg which

they would not have been able to do individually. In one instance disputes among

the partners made it necessary for the Commission to repossess and sell their factory.

103. Some of the problems facing the indigenized enterprises really hawe nothing to

do with managerial and entrepreneural deficiencies of Ghanaian businessmen. One of

the most serious of these problems is the supply of inputs. MNany of the newly acquired’
enterprises appear to have had difficulties with the supply of raw materials. Part

of the problem was caused by the failure of the Government to issue enough import
permits, It is suspected that the problem was also due . to subversion by the former

owners of indigenized business, particularly in the case
enterprises. Thé shortages in the supply of inputs were

ties the new Chanaian owners had in securing credit facilities overseas, owing to
suspicion by overseas suppliers of the performance of the new Ghanaian owners.

of the garment and leather
‘also caused by the difficul-
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;i T#pre were also problems arising from the confusion of transition and the
familiarity of some of the Ghanaian businessmen with procedures, For instance
the Cogmission'found that some businessmen had difficulties dealing with the

Clstoms and Excise, the Ministry of Trade and Tourism, the Registrar General, &1c.,
bht the Commission has paid considerable attention to -these problems and has helped

¥ alleviate them. For instance, it has taken pains to educate the Ghanaian

P

businesmsmen on import license allocation, the procurement of raw materiais;.buéfoms'
and excdise requirements for Chanaian manufacturers, and the use of the Ghana Standard
. Bpard Qertification Mark. '

i L

transition process and the inuxperience of some of the owners of the new enterprises,
For inatance, when certain businesses were changing hands the landlords of the premises
tkied o raise rents steeply and even to evict the business. The Ghanaian Enterprises
Develo ment'(Amendment) Decree of May 1976 helped to deal with the problem, for
ekisting tensnoy agreements were made to hold for the new Ghanaian owners.

- 1E5. Finally, some problems arose from people trying to take advantage of the

6. e finaneing of indigenigzation in Ghana does not appear % be a particularly
iffigult problem. Beoause of what may be described -as Chana's gradualist approach

o indigsnization, the-finaneial requirements for buying out foreigners from the
nterprises . reserved wholly or partially for Ghanaians was-rather modest. According
o figures from the Capital Investment Board, the share capital of foreign businesses
ffected by the Investment Policy Decree was between ¢55 million and ¢75 million,
hich is & small amount in ecomparison to available oredit. -As of .January 1976 the
emand |, liabilities of the commercial banks was about 930 million, .When allowances

re ma&é for foreigners' share of this amount and competing demands for credit in
gricuitural and industrial development, the availability of credit for indigenization
s greatly reduced. Nevertheless Ghana's experience with indigenization to date ’
ndicates that credit has not been a particularly serious difficulty..

o ® o [
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107. It is difficult to estimate the effects of indigenization -on factors .such as
producitivity, the level of direct private investment and international capital

novements, partly because indigenization policies in Ghana, as in most .African
dountries, have been modest and partly because detailed studies of these effects are
not aweilable. It is likely ‘that the process of indigenigzation might have had some
ddverse effect on productivity because of the managerial problems of transition and

‘the shprtages in the supply of inputs as.in the ocase of the garment and .leather industry.

08, e two years following the launching of the. Ghanaian Business (Prdmotion) Act
‘of 1970, the landmark in the indigenization of contemporary Ghana, were very hard
ears for Chana economioally. -However, this was not due to indigenization policies.
“In 1971 the export earning of cocoa had fallen by 28 per cent as a result of a steep
iecline in world cocoa prices. This led to a balance-of-payments crisis, a crisis
yhich was all the more soerious because of the fiscal and monetary policies and.import
"liberalization undertaken in 1970 in the wake of rising export earnings of cocoa.
. f;;'as,iﬁternatidnal_capital movements and investment are concerned, indigenization
oes not seem +6 “have made much difference. There are really no compelling reasons
or foreign capital to flee Ghana given the moderate and practical character of
anats indigenization policies and the incentives to invest which came with
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indigenization to allay the fears of foreign capital, For indtance, prior to the
Investment Policy decree, a tax of 55 per cent on dividénds was abolished, .The
Investment Policy Decree enjoined the Ghanaian Entefprises'D%veldpment'Commission
to enSure that there were no restrictions on the transfer out of Thana"of capital
which the Commissioner was satisfied had been brought into Ghana by persons other
then Chanaians or-of profits and dividends on any investments of such capital made
by such persons .in Ghana. Some foreigners appear to be taking advantage of this
opportunity, especially in repatriating unremitted profits but there  is no sign of -
significant flight of capital. Indeed it would have been surprising if substantial
flight of capital or redirection of foreign investment had occurred., A Ghanaian
Government publication, Ghana's Economy and its Aid Requiremeénts, states that the
policy of promoting Chanaisn business enterprises should not be misconstrued as a
policy to eliminate foreign entrepreneurs in Chana. On the contrary, this .policy
ig basioally .intended to promote a mutually advantageous and lasting partnership
betwaen Chanaian and non-Ghanaian businessmen. Ohana's indigenization policies
would appear to have lived up to this assurance. ’ - ‘ : :

109, Indigenization in Ghana ig successful in the sense thatgthe'relevant enterprises:
have been taken over more or less smoothly and in’ the sense %that"the prescribed seope
of State participation in the economy is being achieved withbut-any- serious negative
consequences, However, the effects of indigenization policies»on»thethanaianization
of ownership and the localization of control bas been limited. It weuld appear. that
indigenization has encouraged local petty entreprenéurs by reserving for: Chanaians:
enterprises whioch require less complex organization, capital, managerial talent and
sophisticated technology. The estimated value of shares’ affected by the Investment
Policy Docree is betwoen ¢55 million and ¢75 million. = ° IS PO e

110, No discussion of the effects of indigenization in Chana will be complete without
mentioning two tendencies inherent in ‘this type of indigenization. The first is the
increase in economic inequality. - Increasing the participation of Chanaians in the
Ghanaian economy has tended to open further business opportunities to already: .
aucocessful entrepreneurs. There is naturally a bias in favour of énireprensurs who
are already successful, for such people inspire confidence as being able.to take over
foreign businesses without 1088 -of efficiency; such people also ‘have the.capital -to,
buy indigenized businesses, and they inspire the confidence of lending institutions
and have the reguisite collateral to secure loans. for instance' the small business
credit scheme stipulates that it prefers to give loans to those Whafengage‘in business
on their own account, and that all its loans should'be.properly_sequred‘by mortgage
or real property, trade acceptances or lien on asset, etc, Even within the class of- |
suecesaful entrepreneurs, the benefits of indigenization appear to be unevenly..
distributed. Mos% of the benefits accrue to entrepreneurs in ‘the few ma jor urban
areas where industrial and commergial activities are highly contentrated and in
partiocular in the Accxa—Temaimotropolitan area which has' over 50 ‘per cent of the BN
country's industrial establishments. even though it Hes only 10 per cent of the
population. ‘It . is also . the successful entrepreneurs in this centre who would have.
the contacts. with government officials, leading fingncial indtitutions, multinational -
companies and foreign businessmen. ' N S R

-
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111{ ‘In Ghana, the problem of promoting economic inegquality in the course of .+ *
ihdigenization‘has been recognized.: Part .II of the Chanaian Enterprises Development
De:tee empowers the Ghanaian Enterprises Development Commission to reserve a -
percentage of the share capital of foreign businesses affected by the Decree to

the .Ghanaian workers of the enterprise. It also states that in .the event of ten

or pore-workers acquiring such shares, their. share capital will be held in trust

for{ them by a co-—operative formed by themselves and that this co-operative may

obtain financial assistance for the purchase of shares. If however this were to

be more than a gesture, Worker equity participation should have been greater and
mdhdatory, It is interesting that the first annual report of the Ghanaian Enterprises .
Dev#lopment Commission covering the period July 1975 to June 1976 says nothing about.
worker participation; neither does the annual report for the financial year 1916/?74
112+ In Ghana, as in most African countries, there is a tendency to interpret increased
indigenous ownership of enterprises as expanded economic independence orlotalization
of control of the economy. This is. partly correct of course with more decision . -
making béing concentrated in the hands of indigenes. However, economic ‘independence
and self-reliance call for a wider context covering many factors and elemerits other
theh “the mere- indigenization. Indeed, indigenization represents a step forward in .
this direction, but it is all too. easy to miss the significance of the fact that the
fundamental aspect of the debilitating dependence of African economies is not only

the nationality distribution of ownership but also the pattern of economic growth
and]develoPment,wthe internal structure of the domestic economies and types of
linﬂages_ahd the §truc tural relationship of these economies to those of the .
developed countries. Although such structural changes of course require long years
of. persistent- effort, it is in this field that the success in many African developing
cotmtries, including Chana, has been 1limited. . ‘ C Lo

B. Kenya

it L Background : . . - o

113. The Covernment of Kenya sees indigenization essentially as Kenyanization of
pereonnel and ownership. The 1963 Manifesto of the Kenya African National Union,.. .-
the party in power, set the tone for indigenization policy of Kenya. - The manifesto-
callied for the training of Kenyans and the correction of racial imbalance in the

civill service, commerce and the professiona.. What this manifesto offered was a

| moderate programme of indigenization, namely the indigenization of personnel. The

+| ‘same type of indigenization policy was proclaimed in Sessional paper No. 10, "African
socialism and its application fo planning in Kenya." The policy was again reiterated.
in another policy statement entitled, :Kenyanization of personnel in the private sector,
(1967). However, this paper contained indications of a broader concern than the mere
replgoement of expatriates with Kenyan employees in Government and the private sector,
The paper asserted that truly national prosperity could not be built if the management
of key commercial and industrial concerns remained in the hands of non-citizens, :
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Kenyans must participate ané be involved in policy making and its execution in all
sectors. In the 1970-1974 development plan, a policy of “indigenizing ownership began
to emerge clearly. Without abandonlng its attention ‘to'‘the Kenyanization of personnel .
programme the plan began 'to stress economic independence. It stated that the attain-
ment of economic independence reguired- that Kehyan citizens Should " predominate in all
walks of "economic-life. For that reason, the Plan contained proposals and finanoial

_ allocations for funds to be lent to citizens to enter commerce, industry and transport
or to expand their activities if they were already started The 1974-1978 development
plan continued and . reinforced thls trend. o '

114. Thus the Government of kenya conceives - 1nd1genlzat10n in the context of a broader
cCono e, namely the indigénization of ownership and personnel and -the indigenization
of control. The extension of indigenous ownership of productive assets is thought

to constitute the achievement of sconomic independence and the localization of control
of "the economy. Kenya's de31re to increase Kenyan participation in the economy and to.
transfer productive assete to Kenyans is matched by the concern to refrain from .
alienating foreign capital and technical ‘assistance. This in turn is assoclated

with "the emphasis of indigenization in Kenya on increasing indigenous economic
participation in new economic expan31on rather than the abrupt displacement of
expatriates in existing enterprises, ‘Thie thrust in indigenization policy is parti~
cularly true of the: industrial and commerclal sectors.

24 Indlgenlzatlon of the agrlcultural sector

k]

115, Kenya was a settler colony, and this became the source of some contradlctlons S
in its colonial history. The Buropean farmer needed land in large quantities. In
1934, the Furopean farmers were given a monopoly of the high potential land in Kenyay
the so called White Highlands., This preserve was about 16,700 sguare ‘miles of which’
about 12,000 square miles or roughly 7.5 million acres was actually alienated. By
monopolizing this land, the European settlers created "the land problem" or "the-

land question", In addition to land, the European farmers alsc needed labour to work
their land and protection from competition from peasant agriculture. ‘Thus pressures
mounted for monetlzing the peasant economy and proletarianizing the peasant., At the
pame time measures were taken to protect the Buropean farmer against competition from
peasants. For imstance the Coffee Plantations Registration Ordinance of 1918 prevented
Afriocans from growing coffee, while the Native Produce Ordinance, 1935, limited
marketing and particularly wholesale trade to Europeans and Asians, Taxes wers
introduced to force peasants into the money ©voonomy as wage earners, compulsory ,
reoruitment of labour was tolerated. Measures such as the Resident Natives Ordinance
turmed exproprlated ‘peasants into cheap labour and other measures such as the _
Registration Ordinance and the Masters and Servants Ordinance increased the power =

of Buropean farmers to ke&p Africans as wage laboursrs. The alienation: of African
land and® the measures associated with it nmurtured and focused the African siruggle
againgt colonialism in Kenya, As the nationalist movement gathered momentum, it
bhecame” 1ncrea81ngiy clear that the resolution of the struggle between nationalism

and colonialism would hinge on the land question. Finding the nationalist movement

' unshakable, the colonizers decided to come to terms with it and deradicalize it by

. finding a compromise on the land questiori. This was how it came about that the
colonial Covernment and the Buropean settlers of Kenya themselves initiated a

' programme of indigenization of agriculture. The programme was facilitated by the

~ growing commercial and economic stirength of Europeans in commerce and industry.
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Al ready by 1955 the product of Luropean agriculture was egualled by the’value. o

anufadtured goods.. S o S Tl e e s e e e

. , : R _ 7 : .

116. The :compromise which emerged was the decision to transfer some of the mixed
farms in the White Highlands to Africans. Only 2,1'million acres out of the 3.7

- _million acres of mixed farms were to be settled, It was argued that the retention
of the remaining 1.6 million acres by European farmers was necessary in ‘the
:Etere#t of the economy. The 2.7 million acres of ranches ih- ‘the White ‘Highlands
W

8 also to -remain in BEuropean hands because they were too important for the economy
4 not suitable for subdiviasion. The 1.5 million acres of plantations were also

to remain in European hands because it was too expensive ‘to buy ‘thém-out and the land
was unsuitable for subdivision and crucial for export earnings. ‘The idea.was accepted
and the Million Acre Settlement Scheme Was subsequentlyflaﬁﬁchéd“iﬂ»1961.:=Itzaettled1
35,000 families. in 470,000 hectares 6f land at & cost of approximately K£30 million. .
o -average siza of the farme was about 12 hectares. - The ides ‘dfi'ilie land transfer
nd land settlement schemes' took root and as it turned out thé MilIdémi-Asre: Settlement
gcheme?becamewonly one of a series of such schepes. It was followed:by~¥hd: Harambes -
sttlement Programme which settled about 400 families on 6,500 hectares af land, -
, There was also the Ol Kalou Settlement Scheme which was gtarted in:1364:to sbttle o
4,000 families on 56,000 hectares of land. In 1965 came ‘the Bquatter.Settlement:
¥ Scheme later called the Haraka Settlement theme,'appareﬁ%ly’thejleaeihsudcessful‘ :
. af the' schemes; it setiled an estimated 14,000 fami}ies'on hbpﬁ¥3105;0004ﬁectares. e
df land. In 1971, the Shirdka Setilement Schemes were launched,” designed: to. settles.
landless pecple in two phases, The firet phasse scheduled’ for cohple®on: in - 19M. -~
;?B to settle 5,300 families on 53,000 hectares of land, - “The ‘second -phade scheduled

or ocompletion in 1978 was to settle 14,000‘famglies_on_139;000-ﬁébja;esuo£ land,s
nere are plans for more settlement schemes but the emphasis has charnged to:reclaiming

marginally useful land such as the arid zoues, which constitute over 60 per cent of -
the country. It is hoped that the development of 'these areas will“increase . A/ -
#gricultural output as well as deal witk the problems qf‘unemployment and land shortages.

Lie

L T R T i

' %i?s mhe gsettlement schemes enqpunteredumany problems, Theylp}oved very éiﬁensive.
The Million Acre Scheme alone cost approximately'Kajormillién;:Smha,Kenyan'Gowernmant
bontrivuted only about K&3 million and had to borrow théf#ést‘frommabroad; ~The high

cost of the settlement imposed a great finappial'burden“ﬁﬁ%fonlyﬁbngthe~Government,
but also-on the African beneficiaries.of the‘sdheme who Bveéntually had- to Tepay the

' mohey which the Government had borrowed to enable them to atquire. Buropean—-held land.
The average cost of esxablishingigach of "the smgiler—seéle'farms under the Million -
‘Acre Scheme was over K&700. The debt burden of the African farmers: is easily . - -

) illuslrated.- Of the K£1.7 million which had been billed 4o Tarmers by the end of

1966, |55+7 per -cent was in arrears. . Of the K&3.9 million billed “to settlers by the .
" lend of 1968, 43.7 per cent were in arrears and 23.7 péridertihad béen vutstanding.

, for at least a year. The Van Arkadie Mission of 1966 which looked into the debt
problem of the settlement schemes pointed out‘thatlfhef&éﬁfséttlers were-invariahly -
in the position of having to put.70 per cent or niote of “tHeir farm income. inmto--debt
v |rezpayment, - o © ' R 0O A S ,

'
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118. The finaneial problems were by no means the only problem of the settlement schemes.
The schemes also put great stress on extension services. Administering them proved to
be a very complex process which made heavy demands on the Government'!s resourcea; and
their -administrative complexity caused long delays with the result that the prbgrammes{
fell well behind sdhedule., However, it would appear that the financial problems

weighed heavily with the Kenyan Government in its decision .to. de~emphasize and
decelerate land transfers.. For the finanecial year 1963/1964.the;Govarnment had devoted
about 75 per cent of development expenditure for agriculture to land transfer programmes.
For the year 1968/1969 the proportion was less than 50 per cent and the 1970<1974
development plan promised an even more drastic reduction to less than 22. per cent.

The 1974-1978 development plan devotes K£12.74 million to land transfer and settlement
out of .a total development expenditure in agriculture of K&90.21 million i.e. only ‘
14.21 per cent of development expenditure for the plan period., The reasons for the
deceleration of the land transfer programme are stated in the 1970-1974 development plan.
According to the dooument, 'Kenya has been using a very high proportion of her Co
available agricul tural development -funds for the land . transfer programme., Howevsr,

the economic benefits from doing this are marginal at best'. The dooument goes on to
argue that the most that ean be expected from the land transfer is a modest increase in
produetivity and perhaps a little increase in employment, Unimpressed by these advanteg-
it goes on to say that 'the finaneial transactions involved in transfering land in this
way have a substantially adverse effect on the balance of payments!, and that !there °
are better ways in which available funds- ocan be used to promote agricultural -
development'!. This is perhaps somewhat more pessimistic than the facts would warrant.
For one thing, despite its many prodlems, the land transfer scheme did not have an ’
adverse effect on productivity. Surveys carried out by the Kenyan Government and
based on large samples showed -that the average value of product per hectare rose from
KSh.160 in 1964/1965 to KSh.247 in 1965/1966 and still higher to 7Sh.299. in 1966/1967.
The proportion of the ocutput which was being sold instead of being retained on the farm
rose from 30 per cent in 1964/1965 to 48 per cent in 1966/1967.

3. Indigenization in commerce -and industry’

119.,l_Ke,:t_1ya.'s indigenization pollcy in commerce and industry is direoted far less to
taking over foreign—ownéd enterprises than to increasing Kenya's participation and
share in new economic expansion. The Government of Kenya is very clear as to why

it has opted for this approach. It argues that money paid for compensation to -
foreigners for nationalized assets twould most likely leave the country increasing
our foreign exshange p:oﬁlems". The Government argues further that 'if the nation's
1imited domestic capital is used to buy existing land, livestock building, machinery
and equipment, the nation has no more productive assets than before, only their
ownership has changed', rather it looses the 'mew resources that could have been
purchased instead" and the added output that would come from the new resources.

120, The process of indigenization by industrial and commercial expansion is carried .
out principally by the following institutions: the Industrial and Commercial Developmen™
Corporation (ICDC); the Development Finance Corporation of Kenya (DFCK); the Industrizd
Development Bank (IDB); the Kenya Industrial Estate Programme (KIE); and the Rural
Industrial Development Centres (RIDC). .
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12le The Industrial and Commercial Developuont Corporation (1CDC) was established
in 1954. It was originally called the Industrial Development Corporation. Its
purpose was to further the industrial and economic development of Kenya through
initiation, asalstance, or expansian of the industrial, commercial, or other
undertakings or enterprises in Kenya or elsewhere, The Industrial Development Act
of 1967 changed the Corporation's name to its present namé&¢, The Corporation was
st1ll primarily concerned with the original task of promoting ecohomic. development,
espeeially industrial development. ICDC tries to attract foreign capital and
encoﬁrages partnership with the Corporation and with. Kenyans, It hopes that such
par:tershlps will give Kenyans not only business opportunities. but also .the benefit
of the managerial, administrative and technical skills that foreign investors will

e bring with them. The Corporation aids 1nd1genlzat10n by providing Africans with

the peans 1o take over forgign business or set up new ones, It has a scheme for

'i helpﬁng entrepreneurs to establish new small- and_medlum—81ze businesses; a borrower

i obtaﬁn up to KSh.750,000 to buy .equipment or construct or, huy. a bu;ldlng to aet up

dustry. These loans are usually repayable OVer. a perlod of five to.ten yeaxs.

? In 1p75 ICDC set up a scheme whereby. Kenyans who have savings are encouraged to.

. register w1th the Corporation, The Corporatlon advises them on ipvestment opportunlties
| as they arise and ensures that the money- is properly 1nvested.‘ The Corporation prepares
! feasﬁblllty studies on potentlal proaects, disseminates this 1nfoxmat1an to Kenyans e

- a8 well as to foreign investors and assists in meéting the long-term loan requirements

of such projects, The Corporation also promotes joint venfures with foreign-
investors with the expectation that, im due course, its. own, shares in such venturse '
will be transferred to Kenyans when they have enough capital. Tarough this scheme
some: Kenyans were able to .acquire shares in East African Industries Ltd., Union = .

| Carbpde (Kenysa) Ltd. and Raymond Wollen Mllls (Kenya) Ltd.‘

.y

: 122. I1CDC has helped indlgenlzation by prov1d1ng, through 1ta loan scheme, eredit to .
% Kenybns taking over the business of non—-citizen Asians who gre barred from business

by 1mmigration and trade licensing laws,. From 1965..to 1971, the Corporation loaned
about K£2.5 mlllion to Kenyans; the vasi maJorﬂty of these loans were for the
aoqulsition of non-citizen Asian busxnesses.- ICDC also agids 1ndigen1zation through

. some of its subsidiary and associated compan;eg. For 1nstance, the Kenya Na{lional,
. Properties Ltd., established in 1968, helps Kenyan bu51n@ssmen tQ procure suitable
i busipess premises by giving them loans and helping to. guarantee loans for such purpose.
. This' company has not been doing very well owing mainly ‘to lapk of funds. Indeed in
.. Febraary, 1975 property loans were suspended and the company has remained virtually
. inaotive sinece, its only source of income being the rents. from ,he Mackinnon and

. 7in

digenization iz the Kenya National Tradlng Corporation., Egtablished in 1965, .
the objective of the company is +to -promote Kenyanlzatlon of wholesale and retajl
trade and the export trade, -especially in- primany products. It promotes 1nd1genization
by. its influence over licensing and the . regulatlon of the impart and export trade,

The ¢ompany has been highly successful in 1ndlgen121ng retail trade.. The quporatlon
undertakes warehou81ng, wholesa11ng, authorization of, 1mports by its agents and

Mut:E buildings. Another subsldlary,of ICDC whlch plays a par%icularly active role

. distribution of locally manufactured goods., =~ . . ... ) e -
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123. Finally ICDC aided indigenization through its Small Loans Schemes which it
administered on behalf of the Kenyan Government. Thege schemes arg designed to glve
finanoial assistance on reasonable terms to small-scale entrepreneurs. The names . .
of the various loan schemes indicate the- fypes of entrepreneural activities whiech
they are meant to aid: Small Industrial Revolving Fund, Small Commercial Revolving
Fund, Small Property Revolving Pund and Machinery Loans Fund. Although these loans
are meant principally to aid economic development and the growth of employment, they
have also helpod Kenyans to aeqguire small business owned by non-Kenyans such as =
. wood-working, clothing, leathor processing and shoe-making. The scale of operations
under these schemes is rather limited however, owing to shortages of funds, For
instance, for the year.1974/1975 a total of KSh.54 willion was disbursed to 1,087
olionts under these schemes; approvals for:the same year ocame 30 only KSh.49 million
for 810 clients. ' The schemes are also threatened by repayment problems and it B
would appear that the Government's somnitment to the scheme is wavering. . In the
financial year 1975/1976, all the funds together approved loans for only 610 applicants
with a total value of KSh.34 million. This compares rather unfavourably to 810
approvals. to the value of KSh.49 million in 1974/1975. The level of disbursement .
fdr”197571976 barely matohed the level for 1971 1972, . Tne administration of .loan
schemes- is now esarried out by the Kenya Industrial Estates. ‘ )

124. The Developﬁeqt Finanoe Company of Kenya (DFCK), -the most important associated

- company of ICDC, plays an important role in indigenization. The Company was
incorporated in September -1963 with an authorized share capital of K&4 nillion of
which K£3 million was to be subscribed equally by I1CDC, the German Development
Corporation, the Commonweal th Development Corporaticn, and the Netherlands Qverseas
Finance Company. DFCK supplements the efforts of the Covernment in promoting economic
development. - It gives special attention to the establishment and the exzpansion of
the manufacturing and processing industry based on Kenya's agricultural and forest
products as well as the tourist industry. ~It helps with feisibility studies,
oonsul taney services and medium- and long-teru luals, Iits investments in projects
range from K£20,000 to K£300,000. In carrying out these functions, the Company has .
given speeial attention to maximizing Kenyan participation in ita projects and it

has thus helped to increase the participation of Kenyans in the economy, particularly
in the hotel industry, textiles, motor vehicle components, agricul tural processing,
sugar produection, wood proeessing and paper and pulp.

125. The Industrial Development Bank (IDB) was incorporated in January 1973 with an
authorized capital of KSh.40 million, which was soon increased to KSh.SO million in
order to strengthen the Bank's borrowing base. The Bank was created to supplement
ICDC. It invests in and promotes medium-and large-scale industrial enterprises,

Its assistance is usually extended only to projeets requiring investment of more than -
K£50,000. Up to Septembar 1975, IDB had approved investmenta of about KSh,119 million |
in 24 projects, It promotes indigenization by encouraging Kenyan participation in -
its projects and by affording investment opportunities to Kenyans. As of June 1976,
the total investmont of IDB was KSh.125.4 million in loans and KSh.36.9 million
equity in some 27 projeots.
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126. Kenya Industrial Estates Ltd. was originally a subsidiary of ICDC created
speciflcally to further indigenization. According to the 1970-1974 development blan
the main purpose of the Industrial estates scheme is to provide an opportunity for
Kenya.hs to take part in industrial expansion. The programme entails the construection
of faptory buildings which are rented to Kenyan entrepreneurs at reasonable rents.
The eptates have administrative and technical serviées attached to them. The ,
entreﬁreneurs themselves have to provids their own working capital but they receive
technical and management services in the running of their’ enterprises, They may
recelve machinery and equipment on a loan basis and the loans may be up to 100 per
‘loent @f the cost of these assets, Entrepreneurs wanting to increasé the scale of
their operations or to diversify may also obtain premises within the estate' to do 80,
There are estates in Nairobi, Kakuru, Kisumi and Mombassa and more are planned for
‘Nyeri* Eldoret and Kakamega. For the plan period, 1974-1978, the projected operating
cost of the Industrial Estate Programme was K&£750,000., Something akin to the
Industrial Estate Programme on a small scale exists for the rural sector in the
form of the Rural Industrial Development Programme. This programme was initiated’
in 1971 in order to further the development of rural small-scalé industries. It
aids indigenization by helping the !'development of Kenyan entrepreneurship and
‘ technical skills' but this is not its sole objective and it is perhdps not the
most important one. Its other objectives include job creation in rural areas, the
promotion of industries using local raw materials and the promotion of rural economio
development., This programme entails the establishment. of centres at distrist.
headquarters in the country. The centres which are supposed to cost about K£9D,OOO
oontain such facilities as administrative blocks, classrooms for courses and repair
workshops. ™e programme alsoc hag a revolving loan fund to help participating
.entrepreneurs to purchase tools, equipment and machinery. Up to the end of 1977, the
Kenya Industrial Estates was an arm of ICDC but as of January 1978 it became an
&ndep#ndent government body, It has taken over some of the roles of ICDC and the
Investment Development Bank. The reorganized dompany is sta¥ting off With a loan -
of K3h.800 million from the World Bank. Some of this money is to be used for the
winan¢ing of 190 workshops in different parts of the country and also the contlnuatlon
of the Industrial Estates programme in Eldoret. - ‘-

127 There are also other institutions and mechanisms deallng w1th 1nd1genlzat10n in
Kenya. One is irade licensing, which has been very effective in breaking the- monopoly
f expatriates over the retail trade and putting it largely, into the hands of Kenyans,
y the Trade Licensing Act of 1967, non~citizens were excluded from trade in rural
-areas and from the periphery of the urban centres. These restrictions were extendﬁd
Eventqally to include most commodities. T

: i28 fhe National Construction Company has 4186 ‘played an important role in the
'pndlgﬁnlzation of Kenya. The Corporation which was founded in 1968 has aided the
'pntry of Kenyans into the construoction industry by giving loans, performance bonds
as well as guarantees for Kenyan contractors., It also helps them by subcontracting

nd extending services such as accounting, estimating, planning and purchasing. :
Eenyanlzation has also benefited from the immigration control regulations,work permits, the
Trade Licensing Act and the Import, Export and Essential Supplies Act. In addition,
Kenyanlzat1on Bureau keeps a manpower register of citizens available for all kinds
bf jobs and advises the Government of the manpower that can be imported into the
bount#w and for how long. This Bureau has made an invaluable contribution to the
indigenization of the public service,
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. 4. Implementation and problems encountered.

129, Bpfore ‘the effectlveness of Kenya's 1nd1genlzatlon policies and institutions
is dlscussed it should be noted that for the Kenyan Government the overriding goal’
of economio pollcy has been to increase economic development. On this score Kenya
has goh;eved a respectable record in comparison to the performance of most African
countries with an average growth rate of 6 per cent per annum for the pericd 1564-
1977. Kenyans are clearly participating in the . economic expansion of the country

- a8 is evideni by their inrocads in the construction industry, the tourist industry,

agr;culture, tourism and retail trade. However, the extent of indigenization of
personnel, ownership and control in the course of these increased opportunities for
Kenyan participation in the process of economic development is not so apparent.

130, To begin w1th personnel, con51derab1e progress has. been made and in 1977 only
1.7 per.cent (16 000 persons) of the total labour force in wage employment were
non-citizens. However among.the 16,000 persons involved, there were still-large
nunbere in high-level and cerfain middle-level skilled occupations. The Government
is unlikely to achieve its goal of complete Kenyanization of personnel by 1982.

The following table indicates the manpower shortages:

Exlsthg supply and proaected additional demand for managers, 1972-1978
Table II

e

: . Number of Number of Additional number of
Occupational group managers non-~citizens citizens required.
. 1972 1972 . 1972-1978

General mahagers : 1,214 894 1,800
Production managers 177 116 300
Specialized managers 254 150 - ‘ 450
Farm managers and supervisors 4,273 490 ‘ 1,400
Managers n.e.s. and working ' ' ' ) '

proprietors 9, 590 - 4,122 - 10,000
Cleriocal and other administrative o T

supervisors 2,306 588 ‘ 1,9C0
Production supervisors and : A _ "

general foremen 3,152 < 744 ' 3,200

To tal . 20,966. 7,104 19,050

Source: 1974—1978 Development plan, Part I (Nairobi: Government Printer, 1974),-
Do 106,
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131. |The picture with regard to the indigenization of ownership appears. o be .
essentially the same as the picture of indigenization of personnel, with evident

but modest progress being made. ' R N

132, Mention has.already been made of some of the problems of indigenization in

Kenya, particularly the problem of finance. Related to this problem is the problem

of the limjted.scope of some of the indigenization schemes, for instance the .
relatively small number of people who have been able to benefit from the activities

.| of the loan schemes and institutions such as the Kenya Indistrial Estates and the

Kenya National Properties Limited. Reference has alad been made to the complex:
administrative problems of land settlement and land transfer. problems vwhich do not

i arise for most African countriss., It would appear that the Kenyans who have

advanced as businessmen or managers or administrators in the course of indigenization -
have [performed well, as shown for instance in the rising protuctivity of the- -
sransferred Buropean farms and the generally excellent performance of the publie:: -
companies. What appears to be deficient is the supply of high-level manpower :
espedially in the managerial areas. It would appear that there is need to increase

! the training institutions and facilities available for high-level management training
| and also to expand the facility of existing training institutions namely the Kenya.-. .

Institute of Administration, the Hanagement Training Advisory Centres,  the ‘National
Tndustrial Vocational Training Centres, the Kenya Industrial "Estdtes and the Kenya -
Institute of Management. The need to expand the facilities and ensure higher output

' is illustrated by the following statistics: the Management Training and Advisory

Centre is estimated to have extended its services to only 6,000 people between:

1966 when it was established and 1974. All the companies in Kenya spent roughly

KSh.} million to send their employees for management training in 1978. - -

133. Finally it should be mentioned that the -Kenyan Government is understandably
ctutious in its indigenization policies. For this reason, the approach used to
encourage indigenization of personnel is exhartation .and incentives, It is indicative

. of the Government's caution that it rejected the suggestion of the ILO mission t6
. intreduce a tax on the employment of expatriates inspite of the complairn t.by the Central

 Organization of Trade Unions.

134, Two broader problems of indigenization in Kenya remain. The first is the

natural tendenoy for indigenization policies to contribute initially to ineéqualities.
M™e land settlement schemes and particularly the Million, Apre_Settlement Schemes

‘| appear to have had this effect by giving sizable and génerally‘profitable farms to

Kenyans who were usually already successful people. This happened parily because

the Government was concerned about the economic consequences of subdividing the land
too much and also because of the obvious attraction.of giving land purchase loans

to people who could provide good collateral as well as some evidence of entrepreneural
sucosss. Similar considerations affected the distribution of agricul tural development

. loans as well as extension service. However there is evidence that this situation
. is npw being rectified. : - : '

.~
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C. Nigeria;"

1. Baekground

135. The indigenization of commerce and indusiry displays the same tendencies toward
economic stratification. The bulk of the money spent to_encourage Kenyan participation
in commerce and industry went to those institutions, programmes and projects which
largely benefited already successful Kenyans. For instance ICDC would not give loans
of less than K£500 -and its loans tend on the average to be about K&£3,000., These loans
were made on sound business principles. The Tndustrial Development Bank does not
normally aid projects of less than K£50,000. Only Kenyans who are already fairly:
successful could operate on this secale. Equally, it was also already wealthy Kenyans
who were co-opted as partaners by foreign businesses under pressure of the popular
demand for indigenization; they were also the ones who had the savings to benefit
from the shares acquired by public corporations which were passed on to Kenyans.

The other side of the coin is that those programmes and institutions which have more
potential for diffusing the benefite of indigenization more widely have very limited
capital so that their impaet is quite limited. To illustrate, all the Small Loans
Schemes approved a total of only 632 applications in 1975/1976 for a total value of
KSh.42,861,080. The numher of loan recipients was only 1,343 in 1971/1972.

136, The second problem is that of structural changes and the need to achieve a
higher degrse of gelf-reliance and self-sustaining growth with a view to achieving
a higher leével of economic independence, While there has been admirable progress
already :in- this respeet accelerated achievemenis are being planned for the future.

137. Nigeria was preoccupied with indigonization even before independence. In 1958,
some effort was made to indigenize commerce, especially produce marketing and the
distribution trade, However these earlier efforts were of an ad hoc nature and more

gystomatic thinking on indigenization did not emerge until

the second national. -

development plan for 1970-1974, which contained what wae in fact the first national
policy on indigenization. According to the plan, there are two aspects to
jndigenization. The first is Nigerianization of personnel. The Government argues
that the Nigerianization of personnel will reduce the tearnings leakage' which
reduces the benefits of industrialization to Nigeria and also put an end to a

situation, in which high-lovel Nigerian personnel educated and trained at great cost

to the nation are denied employment in their own.country by foreign business
estaplishments, The second aspect is 'indigenization of ownership and ggntrol'._
According to the plan, experience has shown that political independgnqe‘withgut

economic independence is but an empty shell, and a truly independentqnatiqn'can not
-allow its objectives and priorities to be distorted or frustrated by the manipulations
of powerful foreign investors. Indigenization of the economy is to. dbe realized as
follows: the Covernment will seek to acquire by law, if necessary,. equity participatioRr

s

in a number of strategic industries that will be specified from time to time. In .
order to ensure that the economic destiny of Nigeria is determined by Nigerians
themselves, the Government will seek to widen and intensify ite positive participation*
in industrial development. This could be done where necessaly, by joint participation
with private enterprises (foreign or indigenous); and, as occasion demands, through

complete government control and exclusive public ownership
It is quite clear that, with this approach, what is ultima
only ownership and personnel but also control.

of very strategic industries.
tely indigenized is not
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2+ BSteps towards indigenization

138. The major impetus to the indigenigzation of the. Nigerian economy was the Nigerian.
Enterprises Decree of 28 February 1972. This decree established a federal institution
for promoting indigenization, known as the Nigerian Enterprises Promotion Board, with '~
the power to advance and develop the promotion.of enterprises in which citizens of
Nigeria shall partiocipate fully and play a dominant role. In addition to :this central
organ there was also. established for each stato a Nigerian Enterprises Promotion
Conpittee whose function was to advise the Nigerian Enterprises Promotion Board ou
thawlmplementatlon of the decree.

139L Tha decree d1v1ded enterprises into two schedules, All onterprlses listed in -
the first schedule were reserved exclusively for Nigerians as from the date of the - -
deoree,’ . There were 22 items .in this schedule among. which were bread-baking; candle -
manufacture; casinos. and gaming centres, ‘cinemas amd other places of. entertainment,
clearing and forwarding agencies, road haulage; laundry and dry cleaning, newspaper -
puh#ishing and printing, radio television, broadcasting, rice milling, singlet-
manufacturers, tyre retreading. Schedule II was a longer list of 33 enterprises
including the following: departmental stores and supermarkets, estate agency,
furhiture making, manufacture of. bicycles, manufacture of cement, paper conversion
industries, poultry farming, printing books, shipping, travel agencies, cosmetica: -
and perfumery manufaoture, matmfacture :of soaps and detergents, fish and shrimp .
traﬁling and processing. Foreigners could participate in =schedule II enterprises
only if (a) the paid up share capital exceeded £200,000 or if the turnover exceeded
£500, 000, and (b) if there was indigenous equlty partlclpation of not less . than

40 per oent. : S

140, Affected forelgn enterprlses were given atrict tlme—limlts to comply with the
rethreﬁénts of the decree, the deadline being 31 March 1974. The decree stipulated
thatt any person found guilty of contravening any provision: of the decree would . be
liablie to fine and imprisonment; for:all violations for which no specific penalities
were prescribed, the offender was to pay a fine of £5,000 or five years .in prison
or both. Nigerians who "frorted" for foreigners for -the purpose of defeating the -
ends of the decree were liable “to a fine of £7,500 or five years in prison or both.
To bnsure compliance, the decree provided for ‘the inspection of: enterprises, The
inspectors were empowered to enter business premises and demand any information and
expEanation they doemed necessary, and anyone who obstructed them in any way was
liable to prosecution. - - ‘. - . :

141b Restricting -the scope of the- partlclpatlon of foreigners in commer01al and .
industrial entorprises did not in itself ensure increased participation of Nigerians
which was really the purpose of the decree.- Te Covernment decided to leave the
means of ‘securing increased indigenous participation to the market mechanism :
thrpugh the buying and selling of shares, As the Federal Commissioner for: Industries
stated the process of indigenization naturally called for intensive and extenmive -
buying and selling and the Nigerian Enterprises Promotion Board issued an explanatory

let entitled, Buying and Selling Under the Nigerian Enterprises Promotion Decree,
1

*
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142. T™he policy of increasing indigenous participation by encouraging the equity
participation of Nigerians led to the creation of a set of ancilliary institutions

to supplement the indigenization decree., As far as the processing of the transactions
connected with the sales of shares was concerned there were two important institutionss
. the Vaduation Unit of the Nigerian Enterprises Promotions Board, which was:set up to
deal .with the valuation of shares, and .the institution known as the Capital Issues
‘Commission .set up by the Capital Issues Decree of 1973 to determine the prices at
which all foreign .enterprises affected by the decree were to be sold or transferred
‘ag-well as other conditions pertaining to the sale or transfer, including the manner '
of the buyers.or transferees or, -where applicable, the manner of the allotment of the -
shares among the buyers or transferees, - : :

143, In addition to all this, there was established a System of institutions to halp
Nigerimns ‘to acquire and operate foreign enterprises., The Nigerian Enterprises
Develppment -Board commissioned the Council for Management Education and Training to .
devige training schemes for Nigerian busimessmen. The Council subsequently initiated
courses on the acquisition of businesses under the Nigerian Enterprises Promotion:.
Decree. -.The Centre for Management Develppment promoted and- co~ordinated- managerial
training.. A unit of the Centre called the Indigenous Advisory Service was particularly
useful in educating Nigerians on the indigenization. decree and. in showing them how to
take advantage of it. For instance until April 1974 there was a series of seminars

on how to acquire foreign enterprises under the decree, followed by a series on how

to run businesses. and finally-a sprles on how -to manage money. Emphasis eventually
shifted to courses for entrepreneurs in specific types of business and in trainlng
trainers in management development.  The Industrial Training Fund which was
established by the Industrial Training Fund Decree of October 1971 was also pressed
into becoming an effective instrument for the promotion of indigenization. Finally
there was an expansion of the Indusirial Development Centres. These centres provided -
consul tation and extension services as well as faollltles for skill training for

smalle businessmen.

144. Measures were alsc taken to deal with the problem of finaneing and the purchase-.
of shares, In 1973, the Government followed up the decree by acquiring a 40 per oent
share holding in- the three large foreign banks which between them controlled - :
approximately 70 per cent of the banking business. The-peycentage of the. Government's
share -holding has since increased to 60 per cent. . The banks were subsequentily required
by Central Bank guidelines to allocdate 40 per cent of their loans to Nigerians., The
Nigerian Bank for Commerce and Industry was established with authorized capital of
¥50 million to provide equity capital and funds in the form-of loans for Nigerians to
invest in industry and commeroe. The government established the Agricultural Bank
with an authorized capital of ¥12 million to provide financing for entrepreneurs

going into the agrioultural sector. The Nigerian Industrial Development Bank expanded
the socope of its.operations to help Nigerian businessmen in the acquisition of shares.
At the same. time an effort was made to increase the awareness of the opportunities:
available for obtaining capital from other sources such as the Lagos Stock Exchange, -
the :Insurance.Companies and finanocial instltutlons gsuch as  the Savannah Development
Company -and Kano Investment Company. : . L

-

B |
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145. e original indigenization decree of 1972 has beén Trogressively amended -

and up-dated in the light of changing realities, difficulties and criticisms of

the indigenization process, by ‘the Nigerian Enterprises Promotion {Amendment)
Decree 1973, the Nigerian Entorprises Promotion (4mendment) Deckee 1974, the
Nigerian Enterprises Pramotion ( Amendment No. 2) Decree, 1974 and the Nigerian
Enterprises Promotion Decree of 1976. ' '

. 146.&Ehese amendments and dccrees_wefe however largely minor ones. The important

amendment to the original indigenization policy is the Nigerian Enterprises Promotion
Decree of 1977 which came in the wake of the report of the Industrial Enterprises

.Panel set up to review the indigenization process and to make recommendations on

ways bf facilitating further increases in indigenizationmw - . ... .

147 ﬁhe Nigefian Enterprises Promotion Decree of 1977 reclassified enterprises

into |three schedules. instead of two. Enterprises in schedule I “were reserved -’

exclusively for Nigerians. Among the 40 enterprises in this schedufe weré advértising
and public.relations, blending and baitling of alcoholic drinks, :randle mafiufactire,-
casinos and gaming centres, commercial transportation, department stores With-an
annual turnover of less than ¥2,000,000, estate agencies, garment manufacture, poultry
farming, printing and stationary, rice nilling, tyre retreading and travel agencies,
Scheduis II contained a list of 57.enferprises, among which were bdat building, beer
brewing, clearing and forwarding agencies, congtruction”ipdus%rj;zéSmmercial;?merchant
and development banking, manufacture of cement, fertilizér produdtion, - mémifacture of
soap and detergents, paper conversion industries,  mining'and quatrying; irsurance,

and manufacturs of metal containers. Foreigners could participate’in the enterprises
on this schedule only if the equity participation of Nigerian citizens or associations
was.not. less than 60 per oent., Schedule III containel 39 enterdrised’ inoluding
manufacture of drugs and medicines, manufacture of engines and turbines;’ manufacture
of electrical appliances and houseware, ship building ahd répairing;’manufacture of
motor vehicles and motorcycles, manufaciure of watehes and clocks, -‘iinufioture of
airoraft and textile manufacturing industries. Forty per cent Nigerian participation

was vequired for the enterprises in this schedule. As compared to the decree of: 1972,

~ .

this decree widened the scope for indigenous ownership.

-

"1148. \The decree of 1977 also made some notable improvements in the mechanism for

implementation and enforcement. Penalties for the violation of the requirements of

the decree increased in severity. The powers of the Nigerian Enterprises Promotion

Board as well as that of the Capital Issues Commission weté ex‘tended.  This was clearly
a response to the fact that one of the major deficiéndies of piévious indigenizatisn
effort was poor ocompliance, The problem of compliance was confirméd by the findings

of the Industrial Buterprises Panel and scknowledged by the Government's reéaction to
the report. According to these sources, as many as 8l -éntérpFises had béen exempted
from the decree of 1972, only 58 per cént'bf,éghédg}éflj?ﬁféfprisés-and-89'perrcent of
schedule II enterprises had complied provisionally with' the original dectee of 1972

by 30 June.1975. It was further found that A8 of 30 June 1975 only 314 ocut.of 950

' enterprises affeeted by the original decree (excluding ‘exemmptions) or only 33 per cent

had in faet ocomplied. What is more, two years after the deadline for compliance

defaulters had not been brough:i to book.
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149. The third major difference in the decree of 1977 was the step taken to limit

the concentration of wealth in a few hands and ensure that the benefits of indigeniza~
tion were spread out to as many Nigerians as possible, The decree stipulates ~that -

in no case will one person have control of more than one enterprise affectéd by the
~decree. Also, schedule II and III enterprises were obliged to reserve 10 per cent e
of the total equity shares or of the fraction of shares to be sold in affected :enter-
prises for their workers. Not less than 50 per cent of this 10 per cent was to be .
reserved for non-managerial staff. With the exception of owner-managers, the maximum. -
interest that any Nigerian or association of Nigerians cduld acquire -if'any enterprise
was limited to N50,000 or 5 per cent of equity, whichever was higher, ' .

i 3. "Implementation and problems encountered

150. The Nigerian approaeh to promoting indigenization by increasing the equity
participation of Nigerians in foreign enterprises is apt to midke a heavy demand on
finapcial resourees. There was indeed widespread fear that there might-not be emough
money to sarry through the implementation of theé decree of+1972, - However.the fears
were not really justified partieularly after the substantial inoresse imtoil revenue

in 1974s ‘ o AT
' ' ' ' o . o - v oy
i51. Following the promulgation of the Nigerian Enterpriseés Promotion-De¢ree,in 1972, -
the Nigorian Enterprises Board started an exereise to determine the ¢apital Tequirements
for implementing the deoree, From the data colleoted, the Board estimated that’

§88 million would be required to pay for the afféeted businesses iil.schedule I as

well as to aequire the 40 per cent equity participation ‘in regard: to'schedule IT -
enterprises, But by 1975 Nigerians had ‘already invested ¥122 #@illion®in equity
participation to take advantage of the indigenization deoree.- To-:date,  Nigeria does
not appear to have had serious problems with the financink of® indigenization. The-
demand for shares has baen generally more ‘than the supply and share offerings have
tended to be greatly oversubseribed. o I ‘

152, It helped a great deal that the Nigerian Government had antieipated the problem
of finanecing and taken measures to deal with 1t. Of particular hote amorfg these
measures was the aequisition of majority equity participation in ‘foreign-vwned banks
to influence their policies and ecentral bank directives obliging banks to give a
higher proportion of their loans to Nigerians., Even more important was 'the use of
financial institutions such as the Nigerian Bank of Commerce and Indusitry, “the
Nigerian Industrial Development Bank and the Nigerian Agricul+tural Badk. ~According.
to the 1977 annual report of .the Nigerian Investment and Development Bank, the Bank
sanctioned projects to the value of ¥74 million of which ¥4i4 million was-“in equity
participation and ¥65,9 million in direct loang. Of the 27 projects sanctioned in
1977, 24 were wholly ovmed by Nigerians and these accouritéd for over 91 per cent %
of ‘the total value of sanotioned projects. Thé Nigerian Bank for Commerce and.
Industry helped Nigerians to purchase foreign businesses -affeoted by indigenization.
From May 1973, when it was established, to'December 1975, the Bank had approved loans:

-

. to the total of ¥54.9 million and made a total equity subscription of ' W4.8 million.

Between April 1973 when it became effectively operational and -31*Mareh 1977 the-
Nigerian Agrioultural Bank had approved loans to a total value-of H265 million.

[
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153. To gain the proper perspeetive, note should also be taken of the tremendous’
wth of finaneial institutions, particularly commercial banking, just before and
ring Nigeria's drive for indigeuigzation. Between December 1969 and December 1976,
e number of commercial banks had grown from 13 with 228 branches t0.18 with 463
branches. A clearer idea of the tremendous increase in the availability of bank.
oredit can be gleaned from the following statistics. In December 1969 the loans
and advances of the commercial banks amounted only ¥242.7 million. By June 1977
lgans and advances rose to ¥2,534.3 million.

1$4. That is not to say that finanoing poses no propléms at all to indigenization.
Tere are indeed difficulties which have reduced the usefulness of the financial
institutions supposed to facilitate indigenization. . The Lagos Stock Exchange lacks
depth; in January 1972 only 22 companies were lifted in the exchange; only ‘13 more
:3Mpanies were quoted by September 1974. Nigerians do' riot appear to be interested

| speculation in stocks and the exchange remains verﬁJQull,ﬂgBOETowing-money from
he financlal institutions remains a rather tedious procéss owing.partly: to the
distrust of these institutions and the stringent conditions. they.impose.  The Nigerian

dustrial Development Bank and the Nigerian Bank for Commerce and Industry insist
on the prerogative of appointing a director to the Board of the enterprise - to which

ey lend a substantial sum of money. Availability of credit for indigenization is.
1imjted.by Central Bank guidelines on the basis of a percentage of liquid assets ‘to

be maintained in: #he form of treasury bille and certificates and cash reserves for

ent operations. Finally, account should also be taken of the opportunity cost
of the ocapital put into indigenization. C ‘

managerial skills as might have been expected. Part of the reason for this was
the continued concentration of activities in larger businesses. The financial |
ingtitutiona -set up to facilitate indigenization preferred to make their larger loans
td businessmen with established credentials., Thus the Nigerian Bank of Commerce and
Industry worked on the assumption that loans under ¥20,000 would not normally be

sidered, so that the question of foreign enterprises falling into incompetent

hands as well as the question of decline of productivity became somewhat irrelavant.

%%2. It would appear that indigenization has not suffered from lack of entrepreneural

156. Even then, it helped greatly that considerable effort was made to inculcate the
elevant managerial skills, to diffuse information ‘and to provide services which
would help Nigerian businessmen to overcome their éntrepreneéural and managerial
deficiencies. The role of some of the instifutions such as the Council for Management
Education and Training, the Centre for Management Development, the Industrial Training
Fund and the Indigenous’ Businessmen. Advisory Centres was important on this score.
On the whole,  these inmstitutions made a serious effort tp serve the course of
indigenization, The Industrial Training Fund-has been particularly vigorous and
has now moved from-dealing with how to acquire foreign business to providing the
development of specific skills for specific business needs, More importantly the
Industrial Training Fund is now trying to creite a multipliér effect in the diffusion
of business skills by a programme of training trainers,. For instance its menpower
training and development programme for February to July 1978 offers courses and
seminars such as 'Train the Trainer Workshop', 'Salesmen Trainers Course', 'Industrial
Vopational Training Systems® 'Preparation and use of Training Aids'!, etc.
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In addition to this, the Nigerian Gowermment made an effort tQ sentisize the business
" community to the opportunities which are available at Yaba College of. Technology,  the
Institute of Management and Technology at Enugu, the Nigerian Institute of Management
in Lagos, eto, A : : ' '

157. There are several other factors which must be taken into account in considering
the implieations of available indigenous managerial and entrepreneural skills with
regard to indigenization. The enterprises which call for a great deal of ocapital,
complex organization and exceptional managerial talents are in schedule ITI of tho
decree of 1977. The indigenization requirement here is a 40 per cent indigenous -
equity partiocipation which is easily met with nominal indigenous managerial participation.
Indeed this is true also of the enterprises in schedule II although to a lesser extent.
When the requisite local equity participation is met, there is usually some increase of
indigenous representation of the Board of Directors and also at top~-level management.

In the case of the government-controlled enterprises such as banking and petroleun, )
the government representatives on the Board of Directors sometimes tend to be prominent -
public figures appointed for reasons other than their managerial abilities, senior -
bureacrats such as permanent secretaries - busy men who can at best ensure that the
general polioy guidelines of the Government are being followed. In the case of the
private companies which are now predominantly Nigerian-owned as a result of indigeniza—
tion, the new Nigerian owners are naturally more concerhed with making the business
profitable than in the Nigerianization of management as an end in itself., Even if

the problems of the Nigerianization of management are solved, there would still be the
formidable problem of technological dependence to contend with., What has in effeot
emerged from a study by Remlinger and Streblau entitled, "Indigenization and management
in Nigeria (1973)" is a division of labour on the managerial front. The Nigerian
managers tend to be staff management specialists such as rersonnel managers, legal
advisers, company secretaries and public- relations specialists while the expatriate
managerial staff tend to be concentrated on line management ~ which means that they
deal with the really critical areas such as finance, management, production and
engineering,

»

158, There is general concern especially among officials in Africa about the effects \
of indigenization on the flow of direct private investment and capital movements,

Central bank data show that indigenigation might have had some adverse effect on the
value of direot foreign private investment in Nigeria., Direct foréign investment

which stood at ¥327.8 million in 1972 declined to ¥243.5 million in 1973, but this
appears to have been a short-run effect because the flow of direct foreign investment
started to rise very modestly in 1974 to ¥281.7 million and then rapidly to over -

%350 million in 1975. A further indication of the investment climate may be inferred
from the faet that as many as six new commersial banks were established in Nigeria. . .
between the end of 1973 to the end of 1974. Thus the expectations of a massive flight
of capital in the wake of indigenization were unfounded, but this fact is not in -
itself wery indicative of the reaction of foreign capital to indigenization in Nigeria.

-
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159. The degree to which indigenization is succeeding in Africa should be assessged

in the light of the objective set for indigenization. According to the o
Nigerian Enterprises Promotion Board the aim is to encourage active indigenous
participation in the commercial and indusﬁbial sectors of the, economy, The offioial
notion of what this encouragement of indigenous participation means in concrete

terms is the increased Nigerianization of personnel and ownership of husiness
enterprises. “ Clearly some progress has been made in the indigenization. of personnel
at least in the sense %hat the proportion of expatriates in the enployment .of most
enterprisés public or private has' been declining gradually. The situation of the
United Bank of Africa is not untypical, When the Bank was established in 1961, 55 - -
or 17 per cent of its 329 employees were expatriates.. In 1970, 44 ox 6. per cent :
of fi'ts 715 employees were expatriate; by 1977, out of 2,591 empioyees,,46;or 1,8

ber cent were expatriate and four ocut of 33 branch managers were. expatriates,.
Accordihg to a 1973 study by Remlinger and Streblau entitled, '"Indigenization and-
man#gement development in Nigeria', qxpdtriates constituted just less than 3 per.-cent -
of 1he people employed in the modern sector. Although their number appears to have
been-increasing in absolute terms (16,000) their share of employment in the moderm. ..
seotor appears to be diminishing, ' ' o

160, It-ought to be stressed that Nigeria is suffering from an acute shortage of .
high~level manpower to cope with the rapid economic development achieved during the -
1970s and planned for the 1980s. The fact that the indigenized enterprises appear
not’ to have suffered from the deficiency of managerial and entreprepeural. skills .
should nét be construed to mean that the supply of high~level manpower is anywhere -
near adequate. If the present indications of the extentlof the high-level manpower -
deficiency are any guide, then it is likely that Nigeria might be regressing in
manpower sufficiency, partly because of the policy of accelerated growth and
development. To illustrate the extent of the shortage, a survey by the National
Manpovwer Secretariat showed that in April 1976 the vacancy rate in.the federal ocivil
service in respeot of senior administrative staff, including accountants, was 55 per
cent, Fér senior professional staff such as engineers and quantity surveyors it
was as much as 64 per cent. The situation in the ﬁublic,qorporations was similar,
The survey found that the vacancy rate in respect of senior administrative and . .
managerial staff was 45 per cent while for senior professiona;‘jechnical,staff it

was 60 ‘fer cent.. The shortage is serious enough therefore to constitute a copstraint
to the - pursuit of indigenization,as indioated by the necessity of increasing expatriate
quotas. ‘-An analyeis of expatriate quota returns shows a rise :qf 58 per.cent in the -
total ‘éxpatriate quota allocation between the last quarier of 1974 and the firat -
quartsr ‘of 1976. There are also indications in the ecase of individual enterprises

et of expatriates continuing to hold a significant proporiion of key posts,

j 161.?In'terms'of progress in the indigenizatioﬁ of'ownership;fjhe—increase;ingﬁigerian

ownership Wwill be roughly equivalent to the extent'to.which,ths equity participation .-
of Nigerians in the indigenization decree is enforced. . The enforcement of the 1972:.

. deoree has now reschod roughly 80 per cent. The décree;of‘19TTRgpsures that - - .  er
. ownership of enterprises and productive assets is predominantly Nigerian. . There: will

. boe Nigerian equity participation in all .enterprises varying from 100 per cent.to : -
. 40 per cent. In'all the sritical enterprises such as petrpleum and banking 60 per -: ..

. cent Nigerian owhership is obligatory. The deadline for compliance is 31 December . - -

- 1978, but as of 16 March 1978, there ware still over 900 affected enterprises which
' had not complied with the decree. However the indications are that the Government
. is quite determined to enforce compliance and that at least 90 rer cent compliance
- will be achieved within the year.



E/CN.14/CAP.7/2
Page 46

162, Thus progress is decidedly being achisved in the indigenization of ownership., -
The indigenigation of the control of an economy is of course an infinitely more
complex problem and it does not appear that the complexity is fully grasped in a’ -
nunber of countries because of the tendency to confuse the indigenization of ownership
with the indigenization of contrel. . For instance, a couniry can not achieve much '
by the way of indigenizing control as long as it remains technologically dependent. -
Progress’ fowards technological independence will require much more time and offort
than the legislative fiat which Nigeria hap used to increase the indigenization of °
ownership. When the Nigerian Government took over the majority shares in banking,’
petroleum and insurance, it assured everyone it had no intention of interfering with-
the management of thess companies. Apart from appointing a few non-executive ‘
directors, the Government has largely kept its promise of not interfering in the
management of the companies, - This is not necessarily an abdication of control of
management as much as a4 manifestation of the Government's desire to ensure that the
companies continue to operate efficiently.  Many Nigerians who have acquired shares
in foreign companies affected by the indigenization decree prefer not to interfere
with the management of these companies, Presumably they believe that such
interference in management will jeopardize the profitability of the enterprises,
However, it should be noted that the share ownership of Nigerians in the companies
Jjointly owned by Nigerians and foreigners tends to be very widespread while the
shares of 'the foreign owners (usually the original owners of the company) tend to be
highly concentrated. The result is that it is quite easy for the minority foreign
interests to prevail at shareholders! meetings. The Nigerian Government has
occasionally found itself in the gwkward position of threatening punitive.actions
against a company in which it is the majority sharsholder.

163. Indigenization of ownership in Nigeria has gone hand in hand with some
concentration of economic power. = To begin with, the federal and state Governments
used indigenization to go into business in a big way, through equity participation.
Indeed in the dases of the commercial ‘and industrial activities such as oil and
banking which have been designhated as critical for the national intereat, it is
mandatory for the State to be the majority shareholder. The participation of the
federal and state Governments .in business in the course of the indigenization process
has increased to the point when it is now a matter of serious concern to Nigerian
businessmen. There has been an enormous expansion of the regulatory power of the
Government and of its business interests associated with the indigenization process.
In this sense indigenizatlon is contributing to the inequality of access to resources,

164. In the privaté‘Sedtbr indigenization has increased the concentration of weal th,
When indigenization was launched by the decree of 1972 there was no concern whatever
over the distributive effects of indigenization. It was all too easy for a relatively
few Nigerians to avail themselves of the opportunities provided by indigenization.
It was the more successful businessmen who were able to mobilize the capital needed

t0 buy out foreign businesses especially because of the stringent requirements of

the lending financial institutions and because the lending institutions such as .the
Nigerian Bank for Commerce and Industry, discourage small loans owing to their high
administrative costs. In these circumstances the growth of economic inequality in

the course of the indigenization process was automatic. The indigenization decree
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of 1977 gave some recognition to this problem. Thus the decree states that no
individual can have squity interests of more than ¥50,000 in any one enterprise

and lalso that not less than 10 per cent of the total equity shares of any schedule
II or ITI enterprise or, where only a fraction is being sold, not less than 10

rer cent of the amount of sale is reserved for the employees of the enterprise
congerned, and of the 10 per cent not less than one half shall be reserved for the
non-managerial staff. A4t a seminar on Nigeria's indigenization policy, the
Seoretary of the Nigerian Enterprises Promotion Board declared that the problem of
cregting opportunity for a handful Nigeriars to enrich themselves at the expense of
the masses is more of a social than an economic problem. Although the Board
reo#gnizpd the existence of the problem, it nevertheless considered that its task,
firet and foremost, was to ensure the smooth take-over of businesses affected by
the Decree by Nigerians no matter their states of origin and their numerical strength.
It was the considered view of the Board that that situation would be eliminated

as Niger;a became more and more industrialized and the soope and size of businesses
‘grew beyond the competence and oapability of the family clan. The truth had begun
to dawn on such indigenous proprietors that to ensure the successful operation of
their businesses, the seleéction of participants should be based more and more on
competgnce rather than on family affinity.

165, The significance of the problem of growing inequality should be stressed for
it goes far beyond a moralistic concern for fairness or for demecracy. Pirst,

the enlargement of the ecunouic ruvle of the State and the business partnership of

. the State with local and foreign capital may limit its ability to play adequately
the traditional role of moderating secticnal interests. Secondly, the economic
stretification of Nigerian society may reinforce growth without development and may

comstrain the drive for the structural transformation of the Nigerian economy.

D, United Republic of Tanzania
1. Background

166. In the United Republic of Tanzania indigenization is rightly conceived in terms
of self-<reliance. The Tanzanian Government is very clear why self-reliance is
nedessary. (It has argued that self-reliance gives the correct and effective )
orientatibnitd'&évelopment‘strategy by emphasizing that the development of a people
is brought about by the energy of the people and not by money. Second, it has. .
apgied. that'a country can not be independent unless it is also self-reliant.. What
is unique . sbout the United Republic of Tanzania's use of these arguments is the
1ink with the necesaity for socialist development. In a pamphlet written to explain
the Arusha Declaration entitled "The Arusha Declaration Teach-in', the link between
sooialism and self-reliance is expressed as follows:, ' i :
tSelf-reliance in .development is merely an.applicatioh of something
we knew in 1954 - that only Tanzanians are sufficiently interested
to develop Tanzania in the interests of Tanzaniang, and only
Tanzanians can say what those interests are. And socialigﬁ is an
application o' economic and social life of the doctrine of human
equality which we appealed to when we rejected the right of any
other nation to govern us,’
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167. There were alsc practical considerations underlying the country's quest for
self~reliance and the decision to undertake that quest in a socialist context which. [
related to the serious economic difficulties which confronted the United Republic -

of Tanzania in- the fi:st.few"years.bf independence., The problems were due mainly

to sarious drought conditions in 1965 and the low price of primary commodities, :
The drought had a particularly devastating effect on the production of groundnuts,

cocoa, beans maize, pulses, tea and sisal. The decline of prices in this period

was also vexry serious. . For instance, the average price of sisal fell from £105 ' - . .
per ton -in 1964 to £68 per ton in 1965, a decline af 35 per cent. The price index

of cotton stood at 83 in 1966 while that of sisal was 83 and that of castor seed 835,

The country's economic problems were compounded by the fact that the expected level

of external funding of development expenditure could not be achieved. According %o '~

the development plan for 1964 to 1969, it had been expected that Sh.1l,590 million

out of Sh.2,040 million or 78 peér cent of development expenditure would come from

abroad, but the levels of external funding fell well below expectation. At the

midpoint of the plan period, external contributions to development expenditure”
amounted to only 5h.236 million. In addition, the United Republic of Tanzania had
difficulties with the supply of high-level manpower which fell well below the - -
requirements for the implementation of the plan. TFor instance at the beginning of )
1936, 226 high-level positions were scheduled to be filled by overseas recruitment,

But because of the failure of the recruitment effort and because of rising demand for .
manpower the year ended .with the overseas recruitment of 300 persons required.

168, In the face of such difficultiés the United Republic of Tanzania proclaimed
the Arusha Declaration, which articulated the commitment to socialism and self-reliance,

169. The,Axusha_Deolarafion was more than a proclamation of the adoption of the ideals
of socialism and self-reliance. It was also a preliminary outline of a new developmsnt
stiategy, a strategy by which socialism and self-reliance and development could be
gimul taneously achieved. The Arusha Declaration held that the old approach o
development which rclied heavily on capital and industrialization #as inadequate,
leading neither to development nor to self-reliance. It argued that money and wealth
were the effect and not the basis of development. The Arusha Declaration held that
the countrv's development strategy should place emphasis on the land and agricul turs,
the people, good policies and good leadership. Development {by the application of the
" ensrgy of the people to the land) was to be.carried on in a manner compatible with
respect for human dignity and hence the need for the policies of self-reliance and .
socialism. These ideas wére developed in a number of government publications and
policy statements particularly, The:Arusha Dsclaration Teach-in; Socialism and rural
development: The developmerit plan, 1969-1974, and Education for self-reliance,

" 2. Indigenization in the agricultural and rural sectors B ' »

170. The pursuit of rural and agricultural development in a manner conducive to the
simultaneous maximization of development, self-reliance and socialism in the United .
Republic of Tanzania is carried out largely through a.system of village communities
engzged in group work. - Such an arrangement is thought to protect human dignity

because production would be appreciably socialized and major productive asseis would

he commonly owned. The arrangement would also aid -development and self-reliance by
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inoreasing the productivity of the members of the Frcup-  According to Socialism
and rural.development, group work would almost certainly allew for grester
prodﬁction_and greater services in the community, with a consequent benefit ‘to

all, membere., It would be possible to acquire some modern icols if the members :
were willing to invest in them; some degree of specializaiion would be poesible,
with/one member being, for example, a carpenter who makes *he tables, chairs, doors
and @ther things needed by the community, and works on the land only daring times
of gieatest preésure, like the harvest., Anot:er member couid be responsible fox, .

building work. By such a division of laboux aﬁfanged by the members according to
thelr own aptitudes, the villagers could make their whole lives more fruitful and .
pleagant.

171. |The United Republic of Tanzania tried to transform the rural sestor according. K
to these principles and .the major vehicle for this transformation was the rescttlement
of rural population into communal villages called Ujamaa villages, The 1969-1974 - ..
development plan explains the programme as follows: "The objective is to farm tho
village land collectively with modern techniques of production and share the proceeds
according to the work contributed. People who are farming together can obtain the . -
economic advantages of large-scale farming, in the better utilization of machinery,
purchases of supplies, marketing of crops, ete. It becomes easiar to supply technical
advice through agricul tural extension officers who.can teach a group more easily '
in ome place, rather than travelling from one small shamba ic another, It is algo
easier to provide social facilities like water supplies, medical and educational
services, to farmers who live in groups rather than in scatiered holdings. The
Ministry of Agricul ture, Food and Co-operatives was to help the Ujamaa villages to
accomplish these aims by providing technical services and generally sneure that they
were given all the services and guidance which would make them an effeotive inatrument
for the modernization of agriculture through large-scale production, In addition
ithe‘vﬁllages wera to receive commercial advice from the Co-operative Davelopment.
Division of the Ministry of Agricul ture ana_irriga#icn‘servigeg from the Water .
Develppment Divisicn., To facilitate .the realizaticn of self-reliance.in the Ujamas
villages in the country at large, high-level technology and mechanization.were to be
avoided and emphasis was to be placed on labour-intensity and the develppment of
simple tools. B ‘ - L

1172, Tanzanian leaders thought that the system of Ujzmaa villages alone weunld not beo
'sufficient to develop agriculture and 4o achieve the go4s o making the country
self-pufficient in food production. Accordingly the Ujamaa movement was to be
" |supplemented by a system of State farms, It was thought that suck farms were
necessary because certain lines of production needed more complex organization,
. [largor farms, and more mechanization than the Ujamaa villages could offer or cope
¢ [With, This was particularly true of wheat and dairy products.. The State farms
would, in addition, serve as models for the diffusion of innovation, experiments
and training. The 1969~1974 development plan called for the ‘establishment of .
. 1250, acres of new State farms over the plan period. These were to include 10
State farms for wheat farming covering 100,000 acres, four for rice production, two -
for dairy products and nine for ranches. The development of the Co-operative

W
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movement in the rural areas was also to be encouraged in the attempt to promote
development and self-reliance. This is no% surpr sing given the similarities

between the principle of rural co-operatives and Ujamaa villages. Co~operatives }
grew rapidly, from 172 in 1352 to 857 in 1961 and 1,696 in 1968. To make co- :
operatives more suitable for the purposes of promoting development and self-reliancs

they were encouraged to be multipurpose and more involved in production. ‘ 3

173. So far this rural strategy has achieved very limited success mainly b2cause

of problems of implementation. To begin with the process of villagization waa - .
hastily planned and carried out. It would appear that some Government officials and
party funotionaries hecame more interested in the quantitative increase in Ujamaa
villages and neglected the purposes for which villagization was being undertaken in

the first place. The resulting disorganization, inconvenience and inevitable

hostility on the part of the peasants diminished the potential of the Ujamaa villages

for realizing their original aims and pariticularly the objective of increasing ‘
produc tivity. '

174. The villagization was accompanied by emphasis on cash crops (as opposed to ‘
food orops) which léd to inadequacies in food supply. The problem was compounded N\
by poor weather conditions and crop failure. Unfortunately, the Ujamaa villages '
were largely blamed for the food shortages by peasants and those who opposed
villagization. Consequently, commitment was weakened so that it became even more .
difficult for the system to accomplish its purposes. The sarious inadeyuacy in

the supply of foods necessitated massive food imporis.

175. It seemns that these difficulties might have led the Government!s decision to
subsidize the Ujamaa villages. The Government tried to provide free rations for
one or two years, salaries comparable to urban wages for work on the collective
fields, liberal dividends for settler families, pocket money of up Sh,30 a month, etc.
Despite the value of these incentives, they constituted an immense financial burden
on the Government. In some of the settlements such as Upper Kitete, it has been
calculated that the Government sllocated as much as Sh.30,000 per settler family
for subsidies and capital. Unfortunately the opportunities to make such investments
pay off and become indirectly productive were largely unexploited so that the heavy
investment in the subsidies for Ujamaa villages remained largely unproductive and
diminished the effectiveness of the villagization policy.

176« Ancther error which occurred in the implemeniation of Ujamaa villages was over-
mechanization. The original idea of villagization had gtressed that one of the ways -
in which they would help to achieve self-reliance would be to avoid mechanization o
and concentrate on the use of labour and simple tools. The same idea had also been
stressod in the elaboration of the United Republic of Tanzania's development strategy.
The fact ik that however some of the settlemenis were more heavily méchanized than +
would have beén reasonably expected, and in particular there was tod much expenditure
on tractors. The report of Professor Rene Dumont, -entitled "Tanzanian Agricul ture
after the Arusha Declaration" points out how the settlement at Upper Kitete was : .
over~equipped, with ite 10 tractors for 1,600 acres of com. Such mechanization could
hardly have helped the objective of more labour intensity and wider employment
opportunities.
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177« Several other problems and difficulties were encounterszd including the .
_ineptitude of officials. For instance when the Government insisted on having rural
ar villagized by 1976, officials, conscious of the career implications of

showing results, began to villagize too hastily and to see Ujamaa villages somewhat
too ubiquitously. One student of Tanzania, James Finucane notes in "Rural Development
and Bureaucracy in Tanzania' how officials in the Mwansza region reported one village
in the region in 1969 and 10 villages only a year later. As it turned out seven of
the villages were groups of farmers who were co-operating in a limited way on

®a nal farms. In an attempt to make villagization look more attractive, manpower.
and papital were misallocated and the initiative of peasants inadvertently stifled.
Finucane describes how 40 per cent of the agricultural extension field staff for
Mwanza were serving only four 'existing' villages and seven 'planned' villages.

The ftotal population of the 'existing' villages was 155.while that of the seven
'plahned' villages was 2,800. Since the rural population of Mwanza is 260,000 40. per
cent\of the field staff would have served the 11 vmllages with a total population of
less| than 3 (00, . _

178, In short, the 1mplementat10n of UJamaa villages faced some difficulties, The
programme promoted collective living and group work but during the implementation .

stages achieved limited success in the way of productivity and self-reliance. The.
programme did not even achieve the modest aim of stemming the tide of reliance on

the importation of food or of giving a boost to the production of export crops as

the following table shows: . .

United Republic of Tanzania: Agricul tural output and livestock holdings, 1970-1975
Table IIT
.Crop| production . . - '
(in "O00 tons) : 1970 1971 1972 1973 1974 1975
Coffee 49.7 45.8 51.4 5449 447 62.4 .
Lint cotton T6.4 "65.4 76.9 65.1 71.5 45.4
Sisal 202,2 181.1 156.8 155.4 143.4 127.8
Tea 8.5 10.5 12.7 12.7 13,0 13.7
Cashew nuts 111.2 114.9 109.2 134.1 123.4 85.6
.| Sugar , ‘ 87.3 95.8 88.5 105.1 96.2 ~ 103.2

+ | Tobapco L 11.1  11.9 14.2 13.0 18.2 © 18.1
Pyrethrum , 2.3 3.7 4.3 3.5 3.3 4.6
Maize 767.1 T729.7 880.8 831.9 584.8 ‘en
Rice Paddy - - - 185.0 - 193.9  170,1  211.5 | 114.1 Tee
Cattle herds (mllllon) ©12.85  13.42 14,03 14.66 15.32° 16.01
Sheap and goats (mllllon) ' 7.28 7.33 7.39 T7.46  '7.53 7.61

—

Source: United Republic of Tenzania, Economic Survey 1975/1976. (See
E/Cm 14/654 (part II A) February 1977, p. 184),
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179. The United Republic of Tanzania's dependence on food imports remains a cause

for concern. In 1974 dlone it spent Sh.800 million on food imporis. In more - .
regent years food imports have contributed in no small way to the countries balance~: §
of—payments problems.' So far this decade, the agricul tural sector has grown by less

than 2 per-:cent per year, which is a low rate considering that the population is

e

3.‘ The 1ndustrial and commerclal sectors

180, 4s in- the casé of agrlculture, the United Republlo of Tanzania's pollcy in . e

industry and commerce -is dominated by the principles of the Arusha Declaration. The
United Republic of Tanzania wants to maximize self-relisnce and development at the -
same time in a manner compatible with respect for the dignity of man. 'In so far

as these ideas have been translated into a practical industrial strategy the clearest
thrust of policy which has emerged so far is the expansion -of the public sector.

The reason for this is similar to the reasons given for the policy of Ujamaa villages.
It is felt that nationalization and socialization of production will help to eliminate
exploitation both by indigenes and foreigners as well as enhance the country's
effectivenass in utilizing ite ‘own resources and in increasing production. The . - *.
19691974 devélopment plan argues that the expansion of public ownership of produective

genuine Tanzanian industrial know-how faster than under conditions of unrestrioted : 4
private investment; (b) it will be possible to pursue a more effective industrial

strategy than that possible under private enterprise; and (c) the profits made in.

industry will be re-invested in the country.

181, The expansion of public ownership was to be carried out with some discrimination.
Te 1969-1974 development plan divided the ownership structure of industrial enter—
prises into four oategories: (a) those wholly owned by the Government or parastatals
would be the strategic indusiries such as banking, armaments, and petroleum exploration;
(b) the Government was to control "basic industries"; in which it would have majority
equity participation; {c¢) in joint ventures -the Government or an appointed agent -

would play an active role without necessarily holdlng controlling interests; and

(d) open 1ndustrles would exist in which anyone, the Government, coﬁoperatlves, or
local or forelgn 1nvestors could partlclpate.

182. The key 1nstrument for pursulng self—reliance and development and socialism in
industry and, commerce is the parastatal system. Parastatals are enterprises run on
) commercial basis 1n which. the Government owns no less than majority equity
particlpatlon and whose accounts are not integrated into the government budget.

This is the deflnltion that the Tanzanian Bureau of Statistics uses for the purposes
of preparing its publloatlons series, Analxsls of accounts of parastatals. As is

to be expected the parastatal system developed in the wake of the promulgation of

the Arusha Declaration. Before the Arusha-Declaration was proclaimed in February ' .
1967, there were only about 43 parastatals in the country. Within a year of the .
Arisha Declaration the number had risen to 73, and it has-continued to -increase - - 4

rapidly.
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183. The United Republic of Tanzania now has about 120.parastatals which cover every
sector of the economy, There ara over 40 parastatals in-manufactyring alone which,
include, Friendship textiles, National Cigarette Company, Tanzania Tobacco Processing.
Company, Tanzania Breweries, Tanzania Tanneries, Ubungo Farm Implements, National
Bicycles and Tabora Msitu Products. -There is another large group of parastatals in
commokce which'include, Natex, Household Suppliers, Agricul tural and Industrial '
Suppliers, National Distributors, Tanganyika Tea Authority .and National Pharmaceuticals.
Parastatals in financo include the Bank of Tangania, Tanzania Housing Bank, Tanzania

' |Invesitment Bank and Tanzania Rural Development Bank, Agriculture has its sysiem of

parastatals among which are Ralli Estates, National -Agrieuliural Company, Dindira,
Tea Bstates and Arusha Plantations. There are parastatals for real estate, construction,

"leledtricity, transport, business services, fishing and mining. More important’ than

the number is the growing domihance of the parastatals in the economy. Parastatal

|investment rose from Sh.9l.4 million in 1966 to Sh,595.3 million in 1974, while the

number of people employed by the parastatals rose from 18,601 in 13966..%o 75,180 in

1974" . .

184, The system of parastatals was preferred over direct admﬁnistratibh ofléﬁtnrpfises,
government ministrios and departments.  The parastatals hold -a better promise of being

|efficient and floxible. It is also clear that in a general way the parastatal system
'has oconsiderable potential for promoting self-reliance and development, for instanoce

by facilitating State intervention to. ensure that:vital projects are not neglected and

' to allow the restructuring of the economy in a manner more conducive t6 §elf-sustaining
ggrowﬁh. However the concept of the modus operandi and activities of the:parastatals
in the field of commerce and industry has been somewhat vague. Sometimes, .it.i8
tempting to conelude that nationalization of productive assets or formal public ,

. ownership is confused with the loecalization of control and subsequently with- the

‘achievement of self-reliance. - S,

1185, The 1969-1974 development plan gives some indication of the specifi¢ character

. of the type of the industrial strategy which the United Republic of. Tanzania. considers
. dosirable and this helps to clarify the role and the performance of the parastatals.

' In the section on industry, the plan argues that the Tanzanian wconomy will need

- structural change and then indicates that the type of structural change reguired 'is

' one which (a) expands the range of products: manufactured and lessens dependence on

i foreign sources of supply, both for essential consumer goods and for capital-goods; .

. (b) increases the manufactured element in exports; (c) shifts trade dependence away
‘from overseas towards internal and African markets and sourees of supplys -and---

(d) develops managerial and technical expertise in the operation of industry and
introduction of modern technology. Structural change along “these lines will- indeed.
go a long way towards the achievement of development and seif~reliance, The problem

. is how to bring about such structural change. This i& & cofiplex problem-especially
| when account is taken of the need to change in all four dimensions at onge, The

United Republic of Tenzania'has pursued a policy of enormous’ expansion of the public.

' sector and 1ts role in develdpment and it has also pursuedjthé types of policies

' which other African countries have followed such as import substitution. . Yet its

. suocess in expanding manufacturing or in increasing the contribution of manufacturing
' to GDP has been modest and -s0 have been its achievements in self-reliance.
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186. ﬁﬁfing $he;five year period (1967-1972) the number of manufacturing industries
rose from 431 to 484, an increase of 12.3 per cent. The number of personnel employed |

in these .industries rose from 31,271 to 58,768, an increase of 87.9 per cent.

187. The modest performance may reflect on' the parastatals which have spearheaded . L
, the industrial strategy. There is an interesting analysis ‘of the deficiencies of - .
the parastatals in the budget speech for l976/77g The analysis deserves. attention
because it takes into account the findings of a study made in 1974 of .24 parastatals
which,-at the end of 1973, had lost Sh.178 million or D2 per cent of the. total capital .
allpcated to them. The budget speech identified the following causes of the failure
of the parastatals. First, it was claimed that things had gone seriously wrong in
the cases where there had been great haste in bringing in inexperienced management. -
Where an enterprise had been established over a pericd of ‘time and had subsequently
been nationalized, as a rule, it had been possible to operate it economically. Second,
there had been too much government interference with what was called normal business
operations. Third, there had been poor planning, management and inadequate organiza-
. tional framework, Fourth, it was stated that parastatals had tended to fail whers
‘complex untried technology had been selescted with little national capacity to cope. .
with it, such as the case of the Tanga Fertilizer Factory, the Nyamza Salt lMines
and Diamond Cutting Factoxy. Fifth, the skills of the porsonnels had deen inadequate.
. T o L ¥
4. Implementation and problems encountered - - A

188, In the indigenization of personnel the United Républic of Tanzania has mads an
intensive effort to train personnel. New facilities for manpower training are steadily
inereasing and existing ones are being expanded and used more intensively. The
institutions which have been particularly helpful in providing the country's manpower
requirements are the University of Dar—es—Salaam, the National Institute for:
Productivity, the Small Scale Industries Organization, the Tabora Book-Keeping Training
Centre, the Industrial Training Institute in Moshi, the Institute of Development .
Management, Mzumbe, and the Institute of Finance Management Dar—es—Salaam. As is to

be expected most progress in indigenization of personnel has been made in the ecivil
gservice. - Effort in the indigenization of pérsonnel have produced. the following resul ts:

=

Progress achieved since independence in loecalization of the civil service

1

Officers serving in:senior- and-middle-grada pdstsﬁoﬁ pépmapent terms

Period ending' =~ Citizens Others . _-Total. . Citizens (peroentagg)

December 1961 - 1,170 . 3,282 4y 452 T s ©.R6s28 .
noo. 1964 . 3,083 2,306 T 5389 0 57.200 s
N YA . B,082 15377 C 9,419 - 85438

June 1975 16, 050 1,018 © o AT,068t 94,04

Source: Ministry of Manpower Development, Annual Manpower Report to the President;
1975, p. 119..



E/CN.14/GAP.7/2,
Page 55

189} Unfortunately no table is available for the parastatals sector but the
indications are that it is considerably less indigenizedthan the civil service.

An analysis in the 1969-1974 development plan indicates that: the United Republic _
of Tanzania is doing well in the supply of high-level manpower for all sectors but: .-
it does not expect that full indigenization of manpower can be achieved by 1980 . -+~
as planned. L ' ‘ ' ‘ -

190. In the indigenization of ownership the United Republic of Tanzania -has also.
dode quite well., Since the Arusha Declaration the public sector - and by. implication
public ownership ~ has been expanding rapidly. Some idea of the dominance of the ..
public sector could be acquired from the fact that in 1973 public sector capital
stqck.had rigen to Sh.2,077 million or 70.7 per cent of the national capital stock,
while the puhljc sector's share of wage employment had risen to 64 per cent. of
total wage employment. This expansion of the public sector has meant a radical.
change in the gistribution of ownership in favour of localization.s However it @ .-
should be noted that the statistics on thé expansion of the public sector will
exaggerate the extent of public ownership., This is because the Government does .-
not have 100 per cent shareholding of all public enterprises. For instance,.- the
Government holds through the National Development Corporation, 60 per cent equity
in the Tanzania Fertilizer Company, 70 per cent in Tanzania Hides and Skins Limited,
86.7 per cent in Tanzania Tanneries Limited, and 86.7 per cent in Steel Rolling
Mills Limited.

191, With regard to the all important question of the extent of the indigenization
of control, like most Afriean countries seeking indigenization, the .United Republic,
of Ténzania has made progress towards localizing control of its economy and: -
impressive gains in the indigenization of ownership. In terms of the associated .
objective of inoreased productivity, as the preceding pages- show, the Tanzanian -
development stratogy has so far achieved some rise in productivity. 4 steep rise

in productivity is however necessary to achieve self-reliance because, in the final
anglysis, countries become economically dependent mainly because they are not able to
produce enough of what they need by themselves. This is a truism that is too easily
forgotten in many African developing countries. Further, many countries have not yet
started to effect those structural chariges in their economies.which will enable them
to be economically independent such as' diversification, reduction of reliance on
primary products for exports, the eradication of dualism, increzse in the.-share of
manufacturing in GDP. Because such changes have not yet ocourred, it may be- assumed
that such developing African countries have not made much headway towards self~reliance
or the indigenization of control of their economy. This can perhaps be inferred from
the high dependence on foreign aid and the large budgetary subzidies and -transfers to
parastatals, . : N TR

192, The institutions which represent the expanding State.ownership.and control of the
Tanzanian economy, namely the parastatals, are partly dependent .on foreign: funds and

partly on local funds. ‘ :

P
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193, Even a sizable portion of the local borrowings of the paxastatglg,comgs from

the investment banks which receive .a larg: percentage of thLoir finatiges from abrpad..
When the accounts of some of the parastatals are analyzed it is found that the |
central Government might be controlling, net, as little as 15 per cent of parastatal
finence, ' This hardly puts it in a firm position to contirol or direct. Local control
is sometimes also curtailed by dependence on foreign management. The use of
management consul tancies reflects in part manpower shortages or the kinds of
management problems of the parastatals discussed jin the budget speech of 19?6/77.

It also reflects commitment to profitability and foreign exchange effects which are
two of the three primary investment criteria of the parastatals. '

194, -To sum up -the Tanzanian experience in the pursuit of indigenization, the '
country is seeking indigenization and development in an ideological and theoretical
framework whioh inepires sound, original and effective policies.  However, the
policies it practices follow the logic of its ideological and ‘theoretical framework
to an extent compatible with problems of practical .application. On the whole, the
United Republic of Tanzania has an edge ovqr_many_African'countries"because its
ideas are promising. . : : ' L )

V. SUMMARY AND CONCLUSIONS

195, Indigenization is not an end by itself, BRather, it is a means for achieving
self-reliance and self-susitained .growth.: These important objectives of indigenization
scem to be somewhat overlocked perhaps because.of. the faod that, they are long—term
processes. requiring as. they do more poliecy instruments than mere_ indigénization.

The success of indigenization policies requires, inter alia not only competent
managere but also changes in the attitudes, beliefs and)traditiqps;pf‘péople as

well as institutions. A successful and.carefully thought-out indigenization

programme would among other things entail the fullest partigipation of. the peoplo
concerned in the development process,. ' . L

196. An effective indigenization strategy should be pre&gdedey,ihdepth'chpacitation
and imaginative studies of existing and future political, economic and social =

problems and. their anticipated spread effects,  This is essential because too great.
a sacrifice in efficiency and productivity may render indigenization ineffective ard

could retard the achievement of self-reliance and self-sustained growti. . The idea

nere is to minimize the cost singe indigenization is unavoidable not only for’
concentrating decision meking in the hands of, nationals but also for t;gining"them'
to run their own country in an optimal fashion. Training on the job is the best
way to learn how to do it. o 7 ' I
197. An essential objective of indigenization must be a sfrenuous drive to inorease
productivity. The more a country is able to improve the quantity ard quality of
its output from existing and potential factor mix, the more economic independetice
and self-reliance it is able to achieve. T o

L]
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198. 4lthough indigenization has common features, problems, cbjectives and benefits,

» Lt 1s difficult Yo suggest a general approach for tue simple reasoa that countries:

have different structures of resource endowmen t, availability of indigenous management,

technical expertise, political commitments and financial resources., Consequently, in

the initial stages of the formulation of. an indigenization policy, countries should -

sk tqemselves to what extent they want to indigenize in the light of their existing

nd potential financial and human resources endowments. More gpecifically, it is:

ecessary to avoid thinking of 1nd1gen12atlon in a static fashion and in isolation from

_the e;onomic structures and development strategles. Indigenization must be, first and"
oremost, part of a process of restructuring the economy to ensure sectoral 1ntegrat10n,»
ppropriate linkages, participative development, regional integration and more inward

, rlenqatlon in order to achieve self-sustained growth and economic 1ndependeuce.

-

99. It should also be stressed that the 1nd1genlzatlon of an economy does not necessaril"
ring about a redistribution of income and wealth by itself, hence consideration should

e glwen to the redistributional aspect of the indigenization process either by direcﬁ

r indirect measures including wealth distribution and taxation policiea.

The distinct types of indigenization which have been identified include that of
ersonnel, ownership and control, including technology.

Ol. Manpower indigenization aims at developing indigenous competence in modern

grioul tural, industrial and commercial operations and mahagement. .The indigenization -
f ownership aims at giving the indigenes of a country an ownership stake in the :
conomic establishments in their own country. This can be accomplished either through
ublie or private ownership or through a combination of both. The third type, that . of .-
ontroh, including technology, enables the indigenes to exercise control, through the
oard pf Directors, on the policies of the enterprises, with object of ach1ev1ng
elf-reliance and self-sustained growth through increased producthlty and development

f appropriate local technology.

—d—O—‘G—m—c—ﬂ—m—*et—m—e—s‘—

02. For the indigenization of technology three phases are identified. First is the
cqulaﬁtlon of technology from the highly industrialized countries, the second involves
process of seleotion and adaptation while the third phase would have the major .
ommitment to depend increasingly on technology which has been indigenously developed

Aand which is suited to local needs and predicaments and domestic natural resources.

QoW O nm

é03. Indigenization can be total or virtually so as in the case of Uganda, or partial
© and aegeotlve as in the case of Nigeria or pragmatic as in the case in Kenya.

ﬁt can be ad hoc and unplanned and it can be well planned in advanoce of. 1mplementation

nd preceded by detailed capacitation studies of posaible practical problems of

jmplementation. The partial, selective, pragmatic and well-planned approach is

{

‘! Af Adebayo Adedeji, ''Indigenization as a factor of rapid economlc development®',
n The Fourteenth Inter-African Public Administration and Management Seminar organized
ﬁy the African Association for Public Administration and Management (AAPAM) held at
Maseru, Lesotho, 27 October to 3 November 1975, pp. 65-70. -
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essential’ to minimize costs and maximize .benefits, It is of*en dictated by the need -
to build up the financial and training institutions required for implementation in
order to train the personnel for running the newly acquired properties and to assist
them in financing and educating: them on available opportunities, Indigenization can
be centered on existing.foreign enterprises and can also be forward looking to
participation by indigenes in future enterprises, Indigenization requires well
thought-out legislation that may be revised in light of progress made in order %o
avoid the .loopholes to be identified. However, too frequent rewvision might lead to
uncertainties in the business communities and thus it is better to be clear from ﬁhe
very . beginnlng about the short~ and long-term objectives and policies.

204. Legislation should clearly state which activities are reserved for indigenes and "~
what type of foreign partiocipation are welcomed in clear, quantitative and qualltative
terms with phasing periods being identified. ‘ o

205, It should also cover in clear terms the objectives and poliocy instruments _
including the institutions needed to assist in implementing every aspect of the
indigenization process namely, manpower, ownership and control including technology
dynamically defined as suggested above. Training institutions should be established
or curricula in existing institutions revised to fit precisely the type of expertise
needed at all levels including incentives for vocational training on the job.

206. Financing indigenization policies represents a problem that should be realistically
assessed in both quantitative and qualitative fashion by either building new financial
institutions or adapting the activities .of eximting ones. Here finance should not be

_ confined to .the capital needed to acquire foreign properties but also extend to the
future working capltal 1nc1ud1ng future requ1rements for bank loans and other types

of credlt..

207. The follow up of the activities of newly acquired enterrrises by indigehes is
essential so that solutions can be found 1mmed1atelv for emerging pro’blems°

208, Another important 1nstrument of indigenization is natlonallzatlon of foreign
property and itsg incorporation in the form of parasiatals. - Here supervision and
eriteria: including those for pricing policies are needed for the parastatals just

as they are for private enterprises. ' Ultimately the success or failure of indigeniza-
tion policies will depend on the building of expertise to run such entzxzprises as

they also depend on the economic management of thé economy as a whole, The running

of parastatals and private enterprises is often severely affected by Uovernment
policies in the field of economic development and. managemen+ as ‘a whole, i.e. fiscal,
monetary balance of payments pollcles, etc. : .

209. In all the four case studles ( Ghana, Kenya, ngerla and the United Republic of
Tanzania) the objeatives of indigenization have been clearly spelled out in official’
documents. For instance, in the Ghanaian context the term indigenization connotes.

not only the quest for self~reliance ‘but also™ fhe’achievement of ecoranic 1ndependenoe.
Be that 'as it may, the substantive concern of 1nd1genlzatlon in Ghana appears to, be

the Ghanaization of personnel and ownership of enterprises.

g
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210.! In Nigeria, the second national develoyment plan fdentifies two ‘agpeéts of
the:indigenization exercise. The first is the Nigeriznization 6f personnel aiming
at reducing 'earning leakages' and the second is” the’'indigenization of ownérship
and control. The plan lays particular emphasis in the ‘latter aspedt of the'
indigzaization process because political independence without economic independence
is bt an empty shell. L ' S .

2114 The Kenyan Government’s conception of indigenization'is'cleérlj-articulated'in
+he development plan of 1970-1974. The Government conceives jindigenization to - -
Ancompass personnel, ownership and control, However, Kenya's desire to transfer: ™™
productive assets to Kenyans is matched by an equally great 'coficern to refrain’from
alienating foreign capital and reducing foreign investment and technichl assistahce.
Thus, the unique feature of the indigenization exercise in Kenya is the preference
given to increase indigenous economic participation in new development activities to
the displacement of aliens in existing enterprises, DR S e
: ‘ ST TE B
212. The United Republic of Tanzania’s conception of indigenization is even moreé
broadly defined, According to the Arusha Declaration, it connotes a development -
strategy by which socialism, development ahd sglf~reliance are to be achieved -
simal tansously. The. concept of indigenization is ‘dlso broader in’ anocther sense too.
Unlike the experience of many developing African countries where the process of
indigenization, is seen as the grzdual igke—over of the commercial afid industrial
sestors by the indigenes ol a vountry, the quest for self-reliarce in "the United
Rerublic of Tanzania has been extendsd to encompass not only the dommercial and
industrial sectors but also the agricultural sector. a ‘
213. In countries such as Chana and Nigeria the indigenization exercise was carried
out through the promulgation of a series of indigenization decrees, The relevant
decree welcomes private foreign investment but delimits the areas'in which foreign
private investors are allowed to operate. fertain lines of business activities are

exclusively reserved for the nationals. On the other hand, in entefprisés that.are

of strategic importance but that reguire capital; highly skilled manpower and
sophisticated technology some degree of equity participation by nationals is allowed,

214, Some of the defects noticed in enforeing such indigenization decrees has been the

inadoquate machinery for implementing them. For instance, in CGhana the expairiates

. affected by the Chanaian Business Promotion Act of 1970 were unable to disposerof:-

their enterprises according to schedule because Ghanaian buyers could not raise the

funds required to finalize the transactions. Despite encouragement from the Government,

the banking system was not ready to sofiten its stringent conditions for lermding. :
Furthermore, since the Act had neglected to specify how foreign businesses should be
transferred to Chanaians some of the expatriates preferred’ private, often secret,

dezls and demanded exhorbitant prices for the enterprise they were setting.

215, Tae failure of the legislation to clarify the status of employees in affected
enterpriges also resulted in the displacement of a considerablc nunber of people.
Moreover, the affected enterprises immediately stopped replenishing thelr stocks,

and this resulted in a shortage of essential commodities. 'Pronting' that is entering
into collusion with foreigners to hold legal ownership while the expatriates retained

effective ownership was rampant and Ghanaians were not sufficiently trained to run
the foreign enterprises.

R e oy, B
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216. The deficiencies of the Act of 1370 were to some extent remedied by -the |
Investment Policy Decree of 1975, which called for more stringent penalties for
non-compliance and the establishment of a set of auxilliary institutions to provide
firvancial, technical and managerial assistance. '

217, Unlike the initial experience of Ghana, Nigeria established a priori a set of -
ancilliary institutions to supplement the indigenization decree, TFor instance, the
Capital Issues Decree of 1973 set up the institution known as the Capital Issues
Commigsion to6 determine the prices at which all alien enterprises affected by the
Decréé were to be sold or transferred. A-unit of the Centre for Management and
Development ca}led the Indigenous Advisory Service was particularly useful in
éduoating Nigsrians on the indigenization decree and in. showing them how fo take
advaniage of it. e :

218. In both Chana and Nigoria where a gradualistic approach to indigenization was
pursued, the process of indigenization has unintentionally given rise io the
concentration of economic power in the hands of a few entrepreneurs. In recent
years, however, the indigenization legislations in both couniries has limited the
concentration of wealth in very few hands. For instance, the Nigerian Indigenization
Decree of 1977 stipulates that under no circumstance can one person have conirol of
more than one enterprise affected by the deoree, Schedule II and IIT enterprises

are obliged to reserve 10 per cent of the total equity shares or the fractions of the
shares in affected enterprises to be sold to their workers. In Ghana, the _
Enterprises Development Decree empowers the Ghanaian Enterpriges Commission to
reserve a proportion of the shares scheduled for indigenization for the workers of
enterprises.

219. In order to enforce the jmplementation ¢f the indigenization decree, Nigeria
instituted rigorous penalities for poor compliance. S

220, Furthermore, other mechanisms were effectively pursued to facilitate the process
of indigenization. In Ghana, a sysiem of 'pairing! under which two or more Ghanalan
entrepreneurs joined hands to take over a foreign business which they could not have
done individually was introduced. In Kenya, a system of trade licensing under which
non-citizens were excluded from trade in rural or urban centres was introduced as

far back as 1967. The system proved to be very effective in breaking the monopoly:

of foreigners in retail trade and putting it largely into the hands of Kenyans. -

221, Unlike the experience of Chana and Nigeria where a legislative fiat was used to
increase the indigenization of ownership, Kenya made a deliberate attempt. to emphasize.
the Kenyaniza'tion of mew enterprises to avoid the necessity of paying out %oo large

an’ amount in compensation for the take—over of existing enterprises.

[T
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