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IMPLICATIONS- OF TIWCCOMI DISTRIBUTION FOR ECONOMIC
DEVELOPMENT IN EAST AFRICA

Countrics of Iast Africa like mony other underdcveloped
countrics have resorted to planning for the devilopment of their
economies. As a corollary to & demccrntic political set up of
the country, plenning policy is being recrsucd in the context
of a mixed economy. This is being donc in meny othoer underdeveloped
countries, too. Planning in thoese countries is resorted to
with & view to orgonising economic rcsources with the greater
cooperation of the private sector in such a way- that the growth
fTorce latent in these economies is relcased. The success,
however, largcly depends upon the pattern of preduction thnt takes
place in the process of panning which in its turn largely depcends
upon the pattern of distribution of income. Faulty distribution
of income, onc of the main consequences of dual economy
prevailing in these countrics, if further perpetunted during the
plan period cousing far greater inequalitics would hhrden and
strengthen the existing enclave development. At the outset of
developmental e¢ffort in East Africa thercfore, implications of
faulty distribution of income is to be scriously taken note of so
that policies of planning could be accordingly formulated.

When an underdeveloped country begins to cxert itself-in
developing its economy through planning in & mixed economic
structure, aspects of distribution necd equal, if not greater
consideration with that of production. Existence of extrome
economic incguality is an important choracteristic of these
gconomnies and a2 pattern of conspicuous consumption resulting
from the faulty distribution of income and wealth couscs a
harmful diversion of resources eithor in importing those
non-priority consumer durables and othcr luxury goods or in
building uvup these industries procducing those goods with imported
machineries and raw materizsl, neglccting the real growth sector
and thus havinzg a very adverse impect from the point of view of
creation of employment opportunitics.

Thus in a2 policy of planning, the distribution implications
of production =re cqually important as the production itself becnusec
the former dictatesthe pattcrn of production. The faulty distri-
bution system produces bottlenecks which jeopcrdise the possibility
of exponsion of production, and thus the constant emphasis on
more and more production to raise the standord of living would
beccome an obsession, and like o people obsessed, we may overlook
2 vital 1link in thce chein-that of o failr distribution of the
fruits of higher productivity-and @s o conseguence we may miss the
targetted leap forward.

A8 more of planned public investment would bc undertaken in a
predominantly private enterprise economy devoid of any mensure
of control or rcsitriction ¢f consumption, a part of nonpriotiry
consumption would automatically follow even at the cost of priority
consumption. This process is a bit differcnt in Uganda and other
territorics of Iast African. Urban markets of these countries are
flooded with most up-to-date but imported non priotiry durcble
‘consumer goods to satisfy the wants of the foreigners who even
today not only form the overwhclming portion of the urban
population in these countrics but also constitute the 'U' sector
(4spects  of income distribution in Tast Africe wculd be discussed
in the Section II of this paper). The pattern of consumption of
this class of people has influcnced that of the Africans living
in the urban arces and suburbs.
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These low income #roup people are trying to imiteote the pattern
of consumption of upper zroup even at the cost of essentials
which are mostly produced within the country cnd in this way
one of the objects of the first plan®is being defeated.

However, Africanisation has been declared as an important aim
of the plan.. But Africanisation alone wonld not sclve the
problem. Because mere Africanisation would mean the perpctuation
of the some upper scctor end the same pattern of consumption
for the few persons. Morecover, upper scctor always consists
of limited section of the people and thus would consitute
too small a merket to establish industries for those upper
sector consumption goods which ther:fore would contiaue to
be imported. Or atleast through a policy of import substitutions
some of those luxury consimption goods industrics moy be set up.

Because of extreme income cquality establicshments of these
industries may scecem to be profitnbtle. Thus Africnnisation,
unaccompanied by consumption control throug! import restriction
and 2 programme for proper type of industrialisaction to release
growth forces 2s well as to cater to essential needs to the
common masses, would not help achieving the object..

This is a known fact th=t planned development is associated
with sacrifice of some part of consumption and naturally in a
welfare economy, that part of consumption which at the present
stage of the cconomy and from t e point of view of the common

pcople appears to be non-prioritv and exvense should be sacrificed
1T growth force in the economy is to be released,

Pattern of consumpticon and the level and relaetive rise in
disposable income are the two important veri-bles whereby we
can assess the growth and the impact of the scctor. The status
of an individ al belonging to this sector hinges on the pattern
of consumption and lcvel of disposable incomes ( casc of E.Lfrica
from this point of vicw is discusscd in the section II of
this paper). The pattern of consumption thus must have income
elasticity for this group. Their consumption, &s has already
been stated, mainly consists of high priced articles, mainly
durables. Under the circumstances, the supply of the non
priority consumer durables become overwhelming in the city
markets. A giance at the Kampala market, for example, would
show how these m~rkets are flooded with high priced consumer
durabtles like cars, refrigerators,; guality furniture, electrical
appliances,/drawing room knicknacks, bathroom fittings, mocdern
kitchen equipment, transistor radios, stereophonic radiograms,
tape recorders, movie cameras, projectors, TV sets, most up to
date cosmetics, garments, nylon goods, etc. It is needless to
point out t =2t all the:e goods are imported against the hard
ecarned foreign exchange through agricultural exports which could
easily have been used for importing productive machineries and
row materials to increase the productivity of the economy. Question

.0of markets for these industries does not arise if distribution

is equalitcorian through state control accompanied by growth of
the industries, and moreover, these industries are'must for the
growth of the economy. With the growth of the economy in this way
the ground may have bceen made rcady for the establishment of
important heavy and basic industrics.

* Another consideration which forms part_of the Govt's strategg ie
the need to nake Uggnda[s_econom¥ more self-stimulating. A nota ie
example of the posSibilities in This glold is th% devefogment of
for protein foods—mcat, milk, eggs on fishy It farmers and urban
workers can be induced to increase their consumption of these foods,
not only will their diet, and hence their productivity, be improved,
but their expenditures will increase the incomcs of pastoral
farmers, poultry kecper and fishermen",

First Five Year Development Plan, Uzanda. P.9
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Another dangecr of the faulty distribution system causing the
growth of the upper scctor and immense exponcditure on complementary
durable goods is that the arca of operztion of the demonstraticn
effect would have a positive tendcncy towards expansion, as
the people who do not beclong to this sector but hope to do so
may save today to overspind tomorrow. The hirc purchese systen
introduced in case of non-priority goods 1s anothter
fillip toward this sort of conswmption. This tendency is
already evident not only among thc 'U' sector and among Lfricans
as a result of ifricanisation but also smong low income group
people including those who are carning-an income of Sh.120/- per
month. Transistor radios, camecrz, watches, terrelyn and other
costly suits, etc., arec some of the examplecs of common possessions
among the last named income group people. Food is not 2
problem in Africa even 2mong the low income group people and
therefore whatever cash income they e¢arn, they spend on thesc
luxury goods. Thus the govt's objective in the plan is not
achieved, and thus the local econony is not teing benefitted
by the export carnings. Ixports can lead to growth, but they
need not. If they arc to do so, there must be capital formation,
technical change, reallocation of resources., But large
potential gains from tr.dc without capacity to m2ke use of them
will not heln.

Therefore we sce the increased demend for consumer durables
would swallow up the possibility of future saving in an
unbridled mixcd cconomy dominated by private sector. Morcover
for an underdcveloped cconomy it would Le erroncous to ccecnsider
supericr level of consamption as the condition for the superior
level of production becausz of the fact thot economy of countries
of East Africa is facing at prescnt the pressing preblem: of need-
orientcecd producticn 25 well as growth of nroductivity in the
economy ana the need for the snread of their benefits to vast
masges. And demonstrztion c¢ffect causes non-nced cricntaed
development and thus outdistances the potential increases in
productivity under conditions of scarce rcsource availability.
Lastly, growth of this scctor 2nd the typical consumption pattern
positively incdicates the existence of votential over actua
savings. And thus through proper mochmnism of public
finance, import restrictions and other state actions, coansiderable
amount of intcrnal savings can be mopped up 2nd used for the
development of the cconomy itself.

Another danger of this type of deveclopment i1s that it is a
common feature in mest underdcevelopcd ccoa~nies, and so in Uganda
and other territorics of LEast Africa, that the holders of these
funds looking out for outlets move in foreign exchange rather
than in producticn ianvestments rcecquiring long gestation period.
The dominant character of capital here, being trading and
commercial rather then industrial, aggravaics this tendency.

This is again causing a peculiar pattern of urkan growth.
Because of this tvpe of developmecnt devoid of any impact of
industrialisation a5 wcll as modeérnaisation and institutional changes
in rural areas the rapid growth of populstion* is creating a
problem of urban growth. The reopid influx of “migrants from rural
areas resulting from the abscnce of opportunitics of employment
in the stagnent rural cconony to 2 sm2ll numbéer of cities which
are elso devoid of sufficicnt opportunities of productive employ-
ment, exerts a growing pressurc on the existing urban facilities
which in turn put a heavy strain on the necessity of diverting
the country's resources into the rapid growth of these facilities.

Annual rate of Growth of Population
Ugande 2.7%

Kenya 3%
Tanganyika 2.5%
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If the ability to raise new resources is limited (znd this is
undoubtedly a fact), then the decision to divert existing
scarce resourccs in order to accommodnte the pressing dcmands
of the growing urkan population docs imply that,a2ltcrnative
opportunities to use these resources for more promising lines

of investment for economic growth cre forgone. Morccver, such

a course of actioa hns the 'built-in' conseguence that, if
sucessful, the growth of the urbtzan facilitics maey become an

ever nmore powcrful forcc over and above the force of poverty
crcating larger and 1 rger waves of migrants into citics

which painfully enough and obviously, are incapable of giving
their productive employment. Thus a sc¢lf accelerating

process of urban growth though not in terms of productivity,
moy develcp by an ever increasing proportion of the countries
veluable resources belng channeled into mceting the unrestrained
drift towards ecitics. These trends are alrecady visible in
important cities of East african countrics.

The rapid incrcose in urban population can thus be
looked upon not merely os a demographic phenomenon but rather
as part of the whole strzins and tensions which 1s in-~herent
in a social change unaccompanicd by corresponding pace of
gconomic growth in terms of industrialisction and modern—
isation of acgriculture. However, this is to be pointed out
to avoid being misunderstood, that while the process of
urbanisation is not 2 conscguencc of growth in productivity,
the objective of an urbanisation policy is not how to stop or
reverse the process, since the trend towards an increase in urbean
population is not only irreversibvle, but also necessary for
the process of ecoromic and social development

Section II: Monchary Income Distribution.’

In this section we may take a brief not of the present
situation of income distribution in East Africa. We would howcver
like to keep our discussion confined to some aspects of monetary
income distribution Bicause, from the point of view of our mein
contention in the paper that faulty distribution of income affects
the economic growth of an underdeveloped country through its
unfavourable dimpact on consuaption pattern as discusscd in the
previcus section is rcflected in monctary income and its distribu-
tion with the modernisation of cconcmy. Non-monetary income has
got little to do with this type of coasumption and thercby
the diversion of recsources. Thus it is found thrt the under—
developed countries Ltegin *o face the problems of cxpnding arens
of demonstr-tion erffect, . ving non-priority ccnsumption and
increasing deversicon of r¢. . irges in these channcls (mostly
involving foreign exchange .csourccs), with the arowth of the
modern sector accompanied by monetis~tion.

In connection with the present situ.tion of incoac
distribution in East Africa we would like to refer to o papcr of the IDRD,
by D.P. Ghai.* The relevant tablcs from the pnper are given bolow
as ready reference. The study under rcfercnce reveals, though,
roughly, a picturec of inequality in income distribution(monctary)
in East Africa. Vide-Tgble Wos., I, IT & III.

An importont point to be noted here is that income differencces
as revealed throush emnloyces ¢ rnings anzslysis zrce due to
differences in ceducation, skills, ond expceriences. Men with higher
educntion, technical 2nd profcssional qualifications nnd skills,
business acumen, 2dminstr tive gualitficestions etc. are very scarce
in supply 2nd this situation has acted as one of the main factors
btehind the grent inequalitices of income among cmployees.

¥ " Some Aspects of income Distribution in FEast Africa"BIRP 52.

T I am thenkful to Dr, C.R, Frank for nzking valuable comments on
this section,
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An attenpt to study faulty income distribution in this way

alone has got obvious limitations., 4n anzlysis of concentration
of wealth in the form of owncrship of business houses and
industries, interlocking directorship of business houses and
industries, volume of hank balances, owncrship of residential
tuildings e¢tc.,; may hove revealed thoe more important side of

the distribution of wezlth and incoane.

St11l the fact that remains is that inequalitics in income
not only intcr-racial but also ameng Africons themselves "re
very large. And this is having its obvious impact on consumption
pattern(discussed in the section - III).

One distinctive feature of distributicn of income in East
Africa which should te pointed out in this connection is that
it is closely correspondent with the racisl distribution of
population i.e., Buropuens constitute higher income .mroup with
Asions and Africons falling in middle and lower ~income” Zroups
recpectively. VWith the Europeans hos come also their potsern
of consumption. of their highly developed countrics which has
been and is bheing imitcted by noxt income rmroups in the
heirarchy. It has been discussed abtove that with the
modernisc~tion of the cconomy accomnanied %~ monetisation the
area of operation of demonstration effcct would go on expanding
swallowing up whatever saving that could hove accumulatted in
the econonmy during the process of developmcnt, wherea
economic productivity rcmains rocoted in the backwmrdness.

Section III: Consumer Iurables Import:

An ddea with regnrd to the trends in non-priority consumption
can be formed from a study of the import data. It is to be
noted that in East Africa most of the manufactured goods
both consumcr and producer goods— are imported. However we
are studying here a few but important of the non-priority
cons mer goods as given below in the table no.IV to show the
trends in and the level of conspicuous consumption that take
plrce in an ecouncmy where per capital income is even less than
half of B100 w.ich is considered as 2 bare minimum for human
living.

From the table IV of a selected few of these importcd non-
priority consumcr durables one can realise what a huge amount of
foreign exchange earnings of these countries are being consumed
away every yoear instead of being utilised for the development of
the country. This talle also reverls a very high rate of increase
in imports of these goods., Of this group of consuner durakles
motor vehicle imports take the biggest share of foreign exchange
involved in such consumption. IEven this figure would be highcr
if other imports accompanying motor vehicles are included as
would be evident from the table.

However as percentoges of all consumer goods as well as
of total imports, these.selected items apperr to be very small
as the t=2ble no.V shows, This is so becruse a v.ry negligible
number of items (being only seven) out of total number of
non-priority consumer goods in comparison with total number of
items involved in all imports as well os in all consumer goods
have been selected for the study and as such their shares do
not seem to be negligible. More so bécause of the fact that in
Bast Africa almost all the manufecturing goods and also a
considerable quantity of food items are imported every year.
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Yet this table brings out an important fact that these
seven items of consumer durables are teing &n increasing
share of the total consumer goods imsorts avery year and
also of all izmmorts., Another »noint to he tcken note of in
this comnection is that imnorts of these items taken together
arc rising by 645 and 677% resvectively in Kenya and Uganda
from 1961 to 1963, and by 37, in Tencanyika, "™hereas during
the same Uer*od the rates of increzse in all consimer goods
and all irp~orts LLSUGCTlVClJ are 225, and 1375 in Kenya 1.0 and
16.64 in Ugenda 13% and 11.5% in Tangenyika.

An examination of those data shovwing rotes of chenge in
imports of these tyres of consumer durables, 11 consumer goods
and also totsl immorts from 1961 tc 1963 wounld —oint out to
a fact that in covrse of time the built - in consecguence of
this nattern of consumption wonld act as a serious constraint
to the develomment oF the economny 2s ex tmlained ahove as well
as a source of Psychologicnl frustration.

Govt. Policy Inplications:

I. As in many other develoning countries, Governments of
Bast Africs may have to follow & policy of imnort restrictions
with regard tc those consumer goods which are non-essentials -
from the Doint of view of the nresent level of national income
as well as heavy forcign exchange involving. Resources thus
released can be used for importing canital goods which would
help impor* substituting industriclisation process and thereby
would create onportunities for productive emnloyment.

If these imports ~v
consumpiion, savings note
and Governnents can mop g
Savings Movement. in the T
Develonment Savings Certi

e thus curtailed, and thereby theilr
ntial in the economy. would incr .ase

» these savings by lawnching National
orm of Nationsl Savings Bonds and
ficate Schemes,

Mioreover this woild mezn the cexnensi-n of the taxable
canacity of the comtry. Thus stens to raise the existing
rate of income tax and also to im~ose sales trxes on some
consumption goods usuelly consumed by the higher income groups
can e taken,

IT., It is found from the Import data that of 211 consumer

goods the aLt01ob11e imnort involves the hi~hest amoont of
foreign exchange. - It is to be ncted however, that the services
of automobile are indiswmensible to day in any country but not

in the form of" privete cars in an under-develoned countries like
those of East Africa., And thus these can be su-stituted in
these econonies by an exwanded Bus Trans-sort Services.

Expanded Bus Transwort Services would mean both the ex-
tension of routes and area of oneration as well =as greater
urter of vehicles nlying more freguently to ceter services 1o
the growing number of uvsers, This may be orgronised in some
form of state controlled cornorations.

Economic gains: (1) This would help the Govt. in restrict-
ing the consumption of one of the most costly ditems i.e. cars,
wit out et the same time causing shortage of sunply of this
essential service to the peopie. Foreign exchange thus released
can be used productively by ilmmorting Droducer s goods etc,

(2) Greater revenue would accrue to the
Government through the increased carning of the State con-
trolled transport cornoration which may be usced Ffor develonment
plans ete, incourse of time.
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(o) Greater emmloyment ovmortunities woild be
created, It would enable the Govi, to obsor® the zsrowing
number of unemnloyed peonle espvecially those who have got
some form of education roaming in the cities for domestic
Jobs and other odd Jobs. As there is alrcady in oneration
a net work of but transmort orzanisation there will not
be much difficulty in its exwonsion as well es imparting
training to the »neowle to be recruited as drivers, con-
ductors, office workers etc., Some form of construction
work wounld also increase absorbing more men,

(4) Accruing of increased incomes in the hands of
Africans through planned deveiomment of the economy snd as
g result of the »nolicy of Africanisation of trades and
services rightly envisaged by the Governments wonld mean
increased demand for cars (resulting from the demonstration
effect of the existing condition as well as the absence ol
adequate nublic transnort service) encouraged by easily
available onportunities offered by hire-purchase systems,
In this way this would csuse, if su»nly of cars goes un-
restricted a serious leaskage of increased income on such
non-priority consumer curables, Saving would not grow and
the import bill on these accounts would go on rising.

An expanded public transnort service in such a situation
catering more extensive and intensive services and

meaning less transwort cost to the neople would enable them
to spend more on better food and education and also some-
thing more to seave,.

(5) There is zlso a psychological benefit for the
society as . whole to be achieved in this way. It would
do away with one of the main factors ceusing frustration and
discontent smong the wneonlie the bulk of which are not able
to afford these goods at the nresent moment.

Thus if these goods are substituted by imports of
capital goods and technical know-how for establishing ex-
nanding industries essential at the present economic con-
dition and modernisinzy aoriculture through stste under-
takings corporations and private enterprises, this may
benefit the economy in the form of achieving (1) compara-
tively rapid pace of growth, (ii) greater onportunities
for employment, (iii) Africenisation and erualitarian dis-—
tribution of income in a more rapid effective and produc-
tive way.















This work is licensed under a
Creative Commons
Attribution — NonCommercial - NoDerivs 3.0 Licence.

To view a copy of the licence please see:
http://creativecommons.org/licenses/by-nc-nd/3.0/


http://creativecommons.Org/licenses/by-nc-nd/3.0/

