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- Thus -in 1964 the average cash wage earnings of Africans were £114, Asians
£624 and Europeans £1570 p.a.; non~Africans as a group earning £883, or
7.6 times the average for Africans. - This does not necessarily indicate
that race rather than education is the factor explaining earnings. If
indeed earnings are determined by education and not by race it is possible
to show thet the gap in earnings between the educated and the non-educated
must be greater than between non-Africans and Africans. A manpower
survey for 1961 classifies the-labour force by race and by category of
education ~ 'high-level' manpower and others.” We also have a.classifica-
tion by race of wages paid in 1961, 2 Hence, by solution of simultaneous
equations, we can derive a classification of wages by education, on the

‘assumption that earnings are entirely dependent on education. 5'_Whereas
- on-a simple racial division infto African and non-African workers,

Africans received an average Wage of £78 and non-Africans £848 p.a., the

.estimate of the average earnings of high-level manpower is £1170 and that
-of the manpower £58 p.a. If indeed education explained the difference,

the 'premium on education' amounted to 19 times the 'uneducated’ wage.

1. Guy Hunter, Education for a Developing Region, ]965;I>,53
24 Uganda Government, Statistical Abstract, 1962.
S The equations are: o
D 10,529x + 4,378y = 12,812,000 (1)
snd 3,994x ¢ 217,008y = 17,345,000 (2)

where x is the average earnings of high level manpower and y
the average earnings of other menpower, their coefficients
represeh& the nugber of non-Africans (equation 1)'and Afriqans
(equation 2) in high level and in other occupations respectively,
and the constantsare the total waze bills, in pounds, of non-

" Africans (equation 1) and Africans (equation 2 respectively.
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In 1962 there were some 3150 housing units 1 allocated
to expatriates and then to docal civil servants roughly
in order of seniority, i.e. to a wmajority of the
professional, administrative, executive and technical
staff. The su-called 'eccnorid rents range Erom £4 to
£78 p.a. and are well below the market rate- For
purpcses of income tax the value of housing provided

is placed at 10% of income, less rent paid. Civil
servants in the lower grades whou are not eligible for
government housing are given preference in securing
accommcdation on gcevernment housing estates. These
are heavily subsidised and demand greatly exceeds
supply. In 1962, 1130 civil servants occupied houses
on these estates.3 Free meaical and dental facilities
are provided to all civil servants and their families,
and hospital accommcdation is subsidised. It is
possible to retire at 50 on a pension raised by 2% of
salary for every year of service. The total value

of these and other fringe benefits can cnly be guessed.
However, a Treasury Instruction of 1963 (in connecticn
with the seccndment of civil servants) gives an estimate
of the value of miscellaneous contributions accruing to
permanent local civil servants in addition to their
basic salaries. This declines from 45% of basic
salary where it exceeds £945 p.a, 7If these estimates
are applied to the sample of 4,300 civil servants
analysed above, then average earnings wculd be £1,465
in 1965 instead of £1,020. My crude attempt to get
from basic salaries to disposable incomes widens rather
than narrows income disparities.

dowm to 35% for those earning a basic salary of £104 - 285 n.a.

SALARIES IN SDUCATION

We have seen that the proportion cf teachers
in total high-level manpower in Uganda is almost 40%.
Education is a highly 'educated manpower' - intensive
activity. Conseqguently the cost of education is
determined largely by the level of salaries paid to
teachers, and they in turn on the level of salaries
paid to educated manpcwer in general.

The relationship between the cost of education
and teachers' salaries is shown by use of an identity.

S = teachers' salaries

T = teachers

Y = nonetary G.D.P.

P = population

L = .enrclment of pupils

A = populaticn of schocl-going age

C recurrent expenditure on education

N = non-salary expenditure on education

r = salary per teacher expressed in units
of output per head

i.e. » = - 3/T
Y/P
Then we have
C = S . T + N
E T ) E

1. Uganda Government, Report of the Government Housing
Policy Committee, 1962, p.6

2. But since the open market is minute, the market rate
woeuld itself be affected by a change in government
housing poligy.
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These high salary costs inevitably restrict the
expansion of education. Consider the costs of..the .Unesco
targets for education in Africa,_ formally declared by the

Addis Ababa Conference in 1961, 1 This can be done with
some precision, as the Second Five, - Year Plan made

projections of the economy to the very years for which
targets were set by Unesco. The Conference envisaged
rapid progress to universal primary education and a 23
enrolment ratio in secondary education between 1961 and
1981. Particularly in secondary education the targets

far exceed thouse reached by Uganda in 1965 or envisaged by
the Plan for 1971 (see Table 8). Thus in 1965 recurrent
expenditure in primary and secondary education alone would
have cost 8.4% of monetary G.D.P., instead cf the 4.3%
recorded. The propcortion weuld fall slightly in 1971

and 1981, provided that the basic assumpticns hold good,
e.g. child populatiocn grows at 2.5% p.a., mcnetary G.D.P.
increases at the rate of nmcre than 7% p.a. projected in
the Plan and custs per pupil do not rise above the 1965
levels. fHven with the massive inflow of aid hopefully
envisaged in the Addis Ababa Report, the targets,

however socially desirable,would be economically wasteful
of resources in Uganda. Salary structure would have to be
radically revised before targets such as these could

be considered.

The recurrent cost ¢f education has risen very
rapidly over -the last decade. Parst of the increase 1is
due to the expansion of enrolment; but this is not the
full explanation. It would be invteresting to discover
whether the cost per pupil has risen; and if so, for what
reason. . To what extent has the increase in teachers'
salaries been due to change in the pupil/teacher ratio,
change in the salary scales, movement along salary scales,
and iluprcved 'quality' of education as reflected in the
higher qualifications of teachers?

Data are not directly available on salary costs
before 1963, but it is pcssible tc piece together the
movenent of salaries from statistics of teachers, their
qualifications, and salary scales attached to different
teaching grades. By use of index numbers it is possible
to iscolate the effect of increased posts, teacher
regrading, and increased salary scales; and then to
estimate the combined effect uf these factors on salary
costs. Owing to lack of data on the age of teachers, it
is not possible to estimate the effect of 'salary creep'
resulting from the aging of the teaching force, whether
positive or negative. It is simply assumed that the
average salary for each grade of teacher equalled the
midpoint of the relevant salary scale. However, once the
indices have been constructed, it is possible to calculate
the salary costs in earlier years from the exact salary
data for 1965.

1. E.C.A. and Unesco, Final Repcrt of the Conference of
African States on the Development of Lducation in
Africa, Addis Ababa, 1961.
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If all the teachers with a primary education (grades 1

and 2) were replaced by secondary school graduates (grade 3),
the salary per teacher would be £348, instead of £242 in
1965, salary ccst per pupil would rise to £9.84 from £6.84,

and total recurrent expenditure on primary education

would be raisec by 36%.

Secondly, it might be argued that teachers'
salaries cannot be divorced from the general level of
salaries paid %> high-l=vel manpower. Without
considerably more direction of manpower than has existed
in Uganda, teachers' salaries must increase in line with
other salaries if their relative supply is nct to
decrease. Ccnsequently, action to cut or restrict the
growth of teachers' salaries can be taken only if it forms
prart of a general policy for selaries. To consider this
argument 1% is necessary to compare teache—rs' incomes with
other incomes, for instance in the civil service. This
is not easy to do. MHecause 1t is not obviocus which groups
should be compared, and how their scales should be
compared: entry points do not indicate prospects of
promotion, and mexima fail tc show whether increments are
automatic, or whetner there are efficiency bars and a
limited number of senior posts. Thus Table 11 suggests
that there is very little difference in salary scale
between university graduates in teaching and in the civil
service, whereas Table 12 shows considerable differences
in their actual salaries despite the common entrance level.
It is not surprising that only 15% of secondary school
teachers were African in 1965 whereas 57 of the A and
G grade civil servants were African -at the end of 1964.
H.S.C. graduates may do better initially as teachers, but
prospects of promotion in the executive grade of the
civil service are probably greater. The C.S.C. graduate
going into teaching is probably better placed than his
fellow graduate who becomes a clerk but worse off than
The civil servant who has also had 14 years of formal
education. At the primary school graduate level,however,
the grades 1 and 2 teachers (with 8 and 10 years of
formal schooling respectively) both heve an advantage
over the clerical assistant who enters the civil service
after 8 years of education (see Table 11).

In ccmparing earnings in the civil service and
in teaching it is also necessary to consider differences
in fringe benefits. Teachers have pension rights
equivalent to civil servants, but nct in respect of
service before 1953; and many receive subsidised housing,
as do civil servants. But they do not receive the
free medical services enjoyed by the civil service. On
the other hand, their effective annual leave is longer.

1. Quarterly fistablishment Return, 31st December 1964
and Education Stat.stics, 1966
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wherever a welghting c¢f series i1s necessary, the 1965
welghts are chosen. The results of this analysis
are shown in Tables 9 and 10.

Between 1955 and 1965 primary school teachers
increased in number by 79%, but salaries also rose
through an improvement in the qualificaticans of teachers,
by 15%, and through an increase in the scales themselves,
by 58%. Thus the average salary per teacher increased by
no less than 82%, from £133 to £242. The salary per
teacher expressed in terms of output per head rose from
7.7 to 12.1 multiples. If salary scales had not risen
from their 1955 levels, and if the qualifications of
teachers had not improved, then the proportion of G.D.P.
spent on primary bteachers' salaries would have risen over
the decade from 1.19% to only 1.44% and not tc the 2.62%
actually recorded. Turning to secondary eaucation
(Table  10) we see that the total increase in salaries was
even more rapid, but that this was largely attributable
to an increace 1in the teaching force. The upgrading of
staff (e.g. an increase in the proportion of university
graduates) resulted in a 16% increase in salaries between
1955 and 1960, but after 1960 the average qualification
fell with the rapid expansion of secondary enrolment.
Salary scales rosge by 39% over the decade, but this is
lower than the increase in scales of primary school
teachers. Had salary scales not risen over the period,
the average salary would have been £661 and not £921 1in
1965. Had neither salary scales nor the level of
qualifications altered, expenditure on secondary school
salaries would have risen from 0.17% of G.D.P. in 1955
to 0.39% in 1965 and not to 0.57%.

In summary., the observed many-fold increases
in recurrent expenditure on education over the decade
cannot be attributed simply to an expansion of enrclment.
Particularly at the primary level, but z2lsc in secondary
education, both increases in salary scales and improved
gualifications of teachers have pushed up recurrent costs
per pupil. The economist wculd criticise these
increases in unit recurrent costs because they result in
a diversion of scarce development resources from cTher
uses, of which the further expansion of enrclment itself
i1s one alternative. However, -the educaticnist might
attempt to justify policies which increase unit costs.
Pirstly, it might be claimed that the recruitment of
better qualified staff raises the 'quality' of educaticn
provided. Unfortunately, neitherthe economist nor the
educationist can give clear-cut answers to such guestions
of choice Dbetween ecunomic and educaticnal objectives,
except that the decision-makers should be made aware of
the precise nature of the opportunity ccsts involved in
any decision. Thus the long-term goal, laid down.. ...
in the Plan,* to increase steadily the proportion of
primary teachers with a C.S.C. and teacher training, should
be evaluated by estimating the additional recurrent cost
per pupil involved, and hence the opportunity cost in terms
either of additional pupils or c¢f other development goals.

1. Second PFive-Year Plan, p.l40




Despite these difficulties of measurement, the
possibility exists that an increase in the supply of
educated manpower may depress its market price. But
an increased supply will invclve additional educational
expenditure. It would be interesting tc measure the
additional cost involved in producing 'excess' manpower,
even though we cannot measure the ensuing 'benefits'™.

It is possible to make a rough estimate of the additional
educational cost involved in completing localisation and
producing a surplus of 25% at each level by the end of the
end of the Plan period, 1972 (see Table 13). For each
level the projected number of posts in 1972 is multiplied
by 1.25, and to this total is added an allowance for
wastage, complete localisation and the additional numbers
proceeding to the next educational level, less the manpower
in 1966. To obtain the increasse in enrolments required,
an allowance is made for failures. Enrolment is costed

at the recurrent expenditure per full course in 1965:
marginal cost is assumed to esqual average cost. On this
basis it would aypear vhat the market could be flooded
with a 25% 'surplus' cutput of educated manpower by 1972
at a recurrent cost over the Plan period equal to 2.24%
of monetary G.D.P. This entire exercise of course

presunes that the manpower projection contained in the
Plan, inevitably based on untested assumptions, are in
fact correct.

Such an increase in expenditure might beworthwhile
but only if it produced a radical downward revision of
salaries. Would salaries be cut ? In a perfectly
competitive market for labour, profit maximisation by
all parties would tend to equate the new supply and demand,
and thus depress the market rate; the fall being greater
the more inelastic the demand for educated manpower. In
Uganda, however, there are a number of reasons why a fall
is unlikely to occur. Firstly, 82% of educated manpower
is peid from public funds. Not only is the market
manopsonistic in form, but the monopscnist need not
attempt to maximise profits. Secondly, the educated
elite is a vocal and powerful pressure group in the
soclety, so it would be difficult even for private
employers to bring about a cut in salaries. Thirdly,
the governing party has in the past made a political
pledge not to worsen conditions in the civil service.

1. Neither the effect on the level of salaries nor. the
additional social output which must be estimated for
cost/benefit analysis.

2. '.+oo. I am able to give once again our solemn promise
to guarrantee the present terms of service to
all in the Service and will not alter these
terne to their disadvantage' (Statement by the
Prime Minister, 2Sth May 1962).
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Although it is difficult to compare real earnings in the
two professions, the evidence does indicate that, in
general,; teachers are certainly no better off than their
equivalents in the civil service. For this reason, the
salaries of all but the lowest grade of teacher cannot
be cut, or their growth restricted, except as part of

a general policy on the incomes of high-level manpower.

A FREE MARKET SOLUTION?

In theory it should be possible to bring about
a 1oreeguitable distribution of income in Uganda by
reducing the scarcity value of educated manpower, i.e.
by increasing the supply relative to the demand. The
manpower projections of the Five-Year Plan, in common
with other manpower plens, merely estimate the additional
requirements cf educated manpower given the existing income
structure. In other words, no attempt is made to
estimate demand on the assumption that salary cost will
move 1n relative terms, nor to adjust supply so that
salaries will indeed vary.* Most manpower plans contain
an implicit assumption that demand for educated manpower
is determined by (sectoral) output, and not by price, i.e.
that the price elasticity of demand is insignificant.
It is thought sufficient to measure change in the demand
curve and not movement along the curve. To my knowledge
no attempt has been made in the economic literature to
measure the response of demand for educated manpower to
changes in its coust. However, Arthur Lewls has shown
(with reference to Jamaica) that there are certain sectors
of an economy in which the pgoportion of educated manpower
employed is highly flexible.<  These sectors which
include primary school teaching, clerical work, nursing
and retailing, act as a reservoir for the secondary
educated., Unfortunately, Lewis did not investigate whether
the increase in the proportion of secondary educated in
these occupations in Jamaica had been accompanied by
a corresponding reduction in the average earnings of the
secondary educated, or whether relative earnings in these
occupations had risen. Since we do not know the shape
of the demand curves for educated manpower, i1t 1s not
possible to say that if supply is increased by an additional
x%, then price will fall by y%. Moreover, in a country
such as Uganda, where the public sector employs no less
than 43% of educated manpower, and publicly - financed
education a further 39%, there is no possibility of a
stable price - elasticity of demand, independent of
political pressures and ad hoc decisions.

1. But the Plan does contauin an interesting assumption
that the ratio of first level to second and third level
manpower will fall, presumably because of the greater
difference in local relative salaries than in expatriate
relative salaries, which were relevant in the past and
involved a high expatriation cost (p.133).

2. W. Arthur Lewis, 'Secondary Education and Economic
Structure', Social and icuncmic Studies, June 1964.
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In these circumstances it is likely that the
nore rapid production of educated manpower would not
lower salaries. Instead, with the nmovement into Jjobs
previocusly held by less educated people, the average
earnings in such occupations may rise. Whereas 1n the
private sector it can be expected that the pursuit of
profit will lead to a rough relationship between the
value of a job and the earnings attached to it, this
need not be the case in the public sector. There is a
danger that the current fairly rigid relationship
between education and earnings in the civil service will
be retained. For instance, the surplus seccndary
school graduates may well be employed as primary school
teachers on the existing scales for grade 3 teachers.
If substitution were complete, we have seen that this
would raise primary schcol recurrent expenditure by as
much as 36%. The effect of expanded education could
well be to raise the qualifications and salaries of
staff in some occupations without a corresponding
increase in output; so raising the cost ¢f public services
including the cost of education itself.

It is true that real earnings can be squeezed
more easily than money carnings. Thus a mild inflation
would cut real earnings if salary scales could be frozen.
It 1s quite possible thut the private sector automatically
follows changes in public sectcr salaries. Nevertheless,
firms would be less likely to raise salaries in response
to induced inflation than to maintain them in response to
a direct cut in civil service salaries. Similarly, an
increase in taxation has the advantage of applying to
all high incomes and of not discriminating against the
cilvil service alone. But these nmcasures require political
determination. Certainly the Plan, in calling for a
zero increase in incomes over £600 p.a., and for a 1.0%
annual increase in incomes from £210 to £600, makes a step
in the right direction. = Nevertheless, in the Ugandan
situation the prospects of manipulating the salary
structure by operating on the supply of educated manpower
are slender, and the costs heavy. There exists ~n 2ltcr. tive
fiethed of revisPir~ salaries downwrrds. - This is the'bonding' of
students educated at public expense tc work for a period of years in any
Jjob to which the government dirccts them. In this way it is possible
to cut salary levels.for bonded manpower. without the danyrer existing
that competing employers will hid up salaries avainst each cther. Such
a nolicy is likely to be politically less difficult than the flocding
of the market, and a good deal, less expensive.

1. Second TFive-Year Plan, p.1:%€.
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FURTHER RESEARCE

The: other part of ny study is on wages, their
determination and their implications for economic develop-
ment. Information is being collected to test, where
possibie, the following hypotheses.

In the last decade, and particularly since 1960,
unskilled wages have risen very rapidly from extremely
low levels. This increase was not due to a shortage
of labour, since the market for labuur was actually
transformed over the decade from a sellers' market to a
buyers' market. The reason why wages have behaved
contrary to economic theory appears tC lie in the action
of the major employer, central government, and in the
recommendations of the nininum wages advisory boards.
However, a study of their reports suggests that they were
nerely following the lead of central government. The
trade union movenent in Uganda is still weak and
unorganised. In particular industries and firms, workers
are well-organised and wages are above the minimum, but
even here the level of minimum wages i1s important, since
the unions atteapt to maintain differentials.

The rapid increase in wage rates has important
eccnoemic implications. There is c¢vidence that the
decline or stagnation in employment in recent years has
been correlated with the rise in wages, both in the
public and the private sector. There are a pricri reasons
to expect that the increase in wages was responsible for
the stagnation of employment relative to cutput, and tests
are available tc¢ establish causation. . There is also
evidence that the labour force has become more stable
in the last decsade. Thus the effect of government
policy has been to create a smaller, more stable and
higher-paid labour force.

A second implicaticn cf the increase in wages 1s
for distribution of inccme between wage-earners and
peasant farmers. There is evidence to suggest that the
distribution has shifted towards wage-earners in recent
years, so that a widening inequality has been created.
Moreover, the incidence of taxation tends to increase
this inequality. It seems plausible thut while wage-
earners apply pressure to increasce their incomes relative
to the highly-paid salariat, the peasants in turn apply
pressures o maintain their income relative tu that of
wage—-carners. The outcome must be either a growing
disparity in incomes or a government subsidy for peasant
producers with harnful effects on government revenue.
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