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Introduction 

Unemployment is becoming a serioi problem in underdeveloped countries. 
Yet in the national development plans of these c ontries little attention is 
given to the problem of increasing employment. Ir fact employment is 
usually not one of the targets in the plans it being implicitly assumed that 
a successful development pl-'n necessarily leads to an increase in employment. 
' Thus employment is regarded as a by-product of general economic development. 

To a certain extent this view is true for some countries. But 
conditions in most underdeveloped countries call for a re-examination of the 
basic assumptions with respect to employment-generating process in these 
countries. 

First with a high bii !;h rat?; and a falling death rate of th. -•e a.̂ ed 
14 years and below, these countries are faccd with younger ai.'! -,r 
populations so that each year, there is a larger number of person. f ..\citmg 
working age than the year before. 

Secondly, people in the underdeveloped countries have come to regard 
regular full time job as desirable and necessary. This creates unemployment 
problem in two main ways. First, partly due to lack of rural employment 
opportunities and partly due to rur. l-ur̂ -ou lirferentials in earnings, the 
adult rural population tends to trJ.gr--."Co to the urban areas in search of paid 
employment. Secondly, partly due to the t.duoational system and partly due 
to urban-rural differentials school leavers at whatever level are reluctant 
to remain in the countryside to engage in agriculture. 

f; 
Thirdly, given the modern techniques of production advanced in the 

industrial countries (and which the underdeveloped countries have adopted) 
economic development may be succe?*?! nl :in raising output without increasing 
employment, thus leaving a major social problem unsolved. 

• • • 

Because of these characteristics' developing nations ought to. take 
positive measures to solve the employment problwia. This could be done by 
incorporating employment targets in their national development plans. . 
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The purpose of this paper is to examine employment trends in East -Africa 
since the early 1950's and to try and relate errployment to growth in '•.:>> --ur 
force, investment and output in order to discover the key factors in She 
enployment-generating process. No attempt has been made in this paper tc 
develop a theoritical model to explain employment the main objective being 
only to throv some light on the magnitude of the problem that is already 
with us. The data used are by no means accurate and ought i :: be interpreted 
with care. 

SFPLOIMElMr 

The fear that the East African economies have failed to provide 
adequate employment opportunities to absorb the rising labour force has been 
expressed by various economists and sociologists who have made investigations 
into this problem (Baryaruha, Edgren,Hutt~n, Maleche, Belshaw,,. Kamoga). 
The three East African countries collect enroloyrnent statistics.based on 
annual enumeration of employees made by the respective Departments of at 
Statistics. The Coverage is noyall complete and people employed on peasant 
farms and domestic servants are excluded. Thus there is a certain amount of 
under-estimation of actual employment, :r, recent estimates of peasant 
employees and domestic servants suggest that even if these were included no 
appreciable positive trends would emerge in the employment statistics of 
East Africa. 

A sirrple linear regression was used to study employment trends • •. • ; -h 
of the East African countries during the period 1954 - 1966. The foll'v : 
regression was fitted:-

ft = a f bt where N is employment measured ;., thousands and t is.rAae, 
The results were as follows:-
Hg ft = 238.4 - 0.2582t; K2 = .0192 
'•"-•" • (0.5568) 
Kenya: W = 592.5 - 0.3654t; R2 = .0031 

(1.9875) 
Tanzania:ft= 416.90 - 5.62t; R2 = 0.0569 

(6.896) 
(Figures in bracket are stardard deviations) 

These results show that in none of the three countries is employment 
explained by time. 'Thus the fear that employment has not been increasing 
over time is supported by statistical evidence. 

The fact that employment has not showed any appreciable trend while 
population and hence labour force has been increasing is a disturbing one. 
Realistically the growth cf the labour force ought not exceed the growth in 
employment if the problem of unemployment is to be solved. But the size of 
the labour force will depend on total population, age structure and the extent 
to which age-sex group participate in economic activity. Unfortunately except 
for Tanzania no labour force surveys have been made in East Africa and hence 



the size of the labour force not accurately known. However, population 
estimates are available and the census date give some indication of the age 
structure. Population trends were estimated by regression analysis for the 
period 1954 - 1966:-

P = a bt where P is population in millions and t is time. 
The results were as follows:-

"ganda: P = 5.7 4- 0.168t; R2 = .9950 

Kenya: P = 6.77 -f 0.2324t R2 = .9960 

Tanzania: P = 8.25 + 0.1725t R2 = .9765 

Assuming that the age structures in Kenya and Uganda are roughly 
similar to that of Tanzania we can use the results of Tanzania.'s labour force 
survey to estimate the labour force in the other two countries. This survey 
found that out of a total population of 10.2 million, 5.7 million were aged 
14 years and over. After deducting those described as not in the labour force 
'beeping house, in school, unable to work, in prisons etc) the total 
labour force was estimated at 3.8 million or 57jo of the population. 
Kenya's 1962 population census er*'rated those aged 15 - 60 years at 
3.6 million or 45/o of total por.v-XaiioEu Data are not available for Uganda 
but it is assumed that the pattern is not very different from that of Ts.na.ania 
or Kenya. Thus one can safely ass'ne that in 1965 the labour force was 
approximately 37̂ 5 of total population •' each country. The b'Tf- in 1965 'was 
then used to estimate the labour forcexor the other years. Three typer :n"; 
estimate;:, w^rc made based on different assumptions. , 

j.ho first one ass'.T*...-d that the labour force in any year was a 
counstant 57% of total population:-

(A) L^ = 0.37?^ where L is labour force 

P is population and 
t is time. 

The second estimate was based on the assumption that the labour force 
was 37/o of total ..population in 1965 .. - ;. .-

. 1965 but was growing at the same rate as population before and 
thereafter:-
(B) L^ = 0.37Ppc 4 bt where b is trend coefficient of population and 

t is time. 
The third estimate was an average of the first two:-

(C) L = f 0.37P + (0.57P__ + btf) V b OO 
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Figure I gives the throe estimates for Kenya in a graphical form. 
For the years prior to 1S65 estimate A is greater than estimate B and it 
is less than B after 1965 (This is a mathematical resust of the assumptions . 
made) - and estimate 0- lies between the two.' • For lack of a better measure, 
C has been used to estimate labour force in the three countries. 

However, it East be pointed out that the actual size cf the labour 
force depends on '-"am extent to which population of working age perticipate's 
or is willing to perticipate in economic activity. This factor is particularly 
important, in East Africa where the majority of wage earners are males. 
The Tanzania labour force survey revealed that 53;o of the labour force was 
male. The extent to which women respond to labour market situations can 
greatly influence labour supply but unfortunately no such information is 
available in East Africa. Granted that only a small fraction of the women 
of working age would be willing to take up paid employment, our estimates 
of the labour force do overestimate the labour supply. 

The Employment Gap: 

In East Africa women form only a small fraction of paid employment 
(about 5fo in Kenya 1965). But even if .we adjusted the estimated labour force 
figures to take into account this fact, there still remains a wide gap . . 
between the adjusted labour force and the actual employment. Available 
census statistics suggest that the sex distribution of labour force is in 
the ratio of 1:1 If therefore we assume that only 5f- of the women in the 
labour force are-willing to take up paid jobs the adjusted labour force 
would be: 

IT = ̂ L(l.05) where L" is the adjusted labour force. 
The adjusted labour force was compared to actual employment to determine 
the employment gap. The results were as follows:-

Table 4. Uganda: Estimates of the Eirployment - Gap 

Year Adjusted Employment Employment - Gap 
Labour force 

LX ft LX- N 
('000) (•ooo) (*000 ) 

1954 809 236 573 
1955 872 • 237 635 
1956 924 237 687 
1957 960 240 720 
1958 1,050 243 807 
1959 1,108 240 863 - . 
1960 1,171 245 926 
1961 1,223 236 987 
1962 1,286 231 1,055 
1963 1,349 222 1,127 
1964 1,412 • 225 1,187 • 
1965 1,470 242 1,228 
1966 1,533 24S 1,287 
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If our assumptions are correct then estimatec of the employment - gap 
indicate the number of people who could have been-absorbed into paid employment 
in order to solve the problem of unemployment and under-employment in 
East -Africa. In 1966 this number was well above one million in each of the 
three countries, being 1.2 million. 1.3 million and 1.7 million in Uganda, 
Kenya and Tanzania respectively - In a sense this is an indication of the 
potential wastage of human resources that could have been productively 
utilized if employment opportunities were available. In the rural areas 
the "unemployed" seem to live on meagre subsistence and their pressure is 
not felt by the government. But in the urban areas to which the rural 
population tends to migrate the problem of the unemployed (or underemployed) 
is already causing some concern. Cities like Nairobi, Dar-es-Salaam and 
Kampala are already swarmed with job seekers of all types and discriptions 
and this is already causing social problems that tend to get worse every day -
slums, robbery, juvenile delinquency,prostitution etc. 

Though governments have taken various measures to de"..l with the 
problem there is no indication that these measures are achieving their goals. 
The plain fact is that the labour force is growing much-faster than the 
economy can absorb and only dr-: > r.Lc measures can avert the problem. It is 
not the purpose of this paper to suggest such measures but onl. tc point out 
the magnitude of the problem. 

Employment and Output: 

Statistics on Gross Dor.. -3tic Product of Kenya Uganda Mid Tanzania 
show an upward trend since the early 1950fs. Tc measure tM.3 trend a linear 

regression was fitted for the period 1954 - 1966:-
I, = a + bt where Y^ is monetary GDP measured in. £ million and-t is- tine. 
Y,. = a -f bt where Y„ is monetary and non-monetary GDP measured in £ million tL 

and t is time. 

The following results were obtained:-

Uganda: 
Y = 80.4 + 5.1508tj R* = .1678 

(1.085) 
' o VS 

Kenya: 

Y = 112.8 4- 7.70711; R = 0.78 
(1.228) 

\ = 119.3 f 9.1995t; R2 = 0.96 
~ (0.5Se5) 
J = 161.8 •} 11.5258t; R2 = 0.3S 
^ • (0.7415) 

Tanzania: 
Y = 66.4 -J- 9.7764:; R = 0.95 
1 (0.6501) 
Y2 = 130.5 Jf 10.53t; R2 = 0.96 

(0.6092) 
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. The fact that in each country, monetary Gross Domestic Product 
increased substantially while employment snowed us trend at all implies 
that the elasticity of demand for labour with respect to changes in output 
is less than unity. For each country the elasticity of demand for labour 

= ^ • , (where N is employment and Yj_ monetary GDP) 

was calculated and the following results obtained:-
Table 7. 

Elasticity of Demand for Labour. 

Year 

r - • ' 

! 
: 

Uganda 
A N TMT — li-

Kenya 
TOT. = A N j a 

N 

Tanzania 
M L = J l 

Year 

r - • ' 

! 
: 

AYi N 
j a 
N 

Tanzania 
M L = 

N 

1955 0.04 4.40 - 1.85 
1956 0.00 - 0.44 3.56 
1957 0.21 4.70 - 1.78 
1958 - 0.40X - 2.75 0.77 
1959 - 0.89 0.18 0.10 
1960 0.08 0.05 0.29 
1961 - 6.10 - 4.80 - 0.51 
1962 0.71 - 0.52 - 0.63 
1965 - 0.25 - 1.54 - 1.48 
1964 0.15 1. J± 0.27 1 
1965 1.21 

j 
- 0.04 - 1.80 j 

1966 0.09 2.20 0.08 [ 

XExcept for Uganda 1958 all the negative elasticities are due to a fall 
in employment. 

If these elasticities are correct then ̂ ne ./ -uld conclude that 
planned increases in Gross Domestic product will not- increase the demand 
for labour and in fact may result in a fall in employment as production 
becomes more and more capital intensive. Several reasons have been advanced 
for the apparent capital intensity of production in the underdeveloped 
countries; e.g. lack of labour intensive equipments suited for less 
developed countries; managements' drive for modernization; government ard 
trade union wage policies etc. These will be the subject of another study 
and are not dealt with here. Suffice it is to point out that one cannot 
lay much hope on planned growth in national income to generate enplqyment 
in East Africa. In other words, employment is noyall a by-product of 
general economic development and a successful development plan does not 
necessarily lead to an increase in employment. 



INVESTi.IENI' AND SMPLOYKBFT 
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It has been, suggested by an International Labour Office study that 
one way of increasing employment is to step tip the rate of investment . 
This is a necessary but not a sufficient condition for increasing employment. 
The final outcome will depend on what tyre of investment is being undertaken. 
If the investment is capital intensive employment may in the short run fall 
though the output m y increase. 

No investment statistics ..are available in East Africa and little 
is known about the type of investment taking., place especially in the 
rural areas. Howerer, data are available for the gross capital formation 
and these may be used to throw some light on the effect of investment on 
employment. To do this, a simple linear regression was run on employment 
as a function capital formation (1954 - 1966):-

W = a -f bh where N is employment and K gross capital formation. 
The following results were obtained:-

Uganda_ 
N = 228.6 j- 0.3857K; R2 = .0662 

(.2897) 
Kenya: 

N = 576.5 f C.3455K; R2 = .0521 
(0.4411) 

Tanzania:t 
= 475.7 -

(0.9932) 
N.= 475.7 - 3.0156K; R2 = .4559 

These results show that only 7% and 5fo of changes in employment are 
explained by changes in capital formation in Uganda and Kenya respectively 
and that capital formation had a small positive effect «n employment in each 
of these countries. For Tanzania on the other hand capital formation had 
a negative effect on employment and 46of the changes in employment are 
explained by changes in eapital formation. Without information on the 
break-down of capital formation by type ore cannot say much about its effect 
•n employment. However one can conclude from the results of the regression -
analysis that in Tanzania capital formation had negative effect on employment. 

0»n-iusion: 
The purpose of thes paper was to throw some ligh on employment and 

labour force tends in East Africa since the early 1950's and to try to 
relate employment trends to Gross Domestic Product and Investment. 
While population (and hence labour force) has been growing since 1954, 
employment has showed no trend at all and in fact has declined during some 
years. The supply of labour thus far exceeds demand for labour i.e. the 
East African economies has failed to absorb the rising labour force. 
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The monetary Gross Domestio Product has been increasing in each of 
the East African Countries and since employment has not this suggests that 
.the elasticity of demand for labour with respect to changes in output 
is less than unity. Crude estimates of this elasticity reveal that for 
some years it was negative, implying a fall in employment with rising output. 
One factor Y/hich may lead to a negative elasticity of demand for labour may 
be changes in relative prices cf labour and capital resulting in factor-
substitutability. Due to insufficient data, this factor has not been dealt 
with in this paper. However, whatever the cause of low elasticity of 
demand for labour what seems obvious is that a mere increase in the national 
product will not by itself lead to an increa.se in demand for labour. Nor 
can one rely wholly on increased investment if this investment takes the 
form of capital intensive methods that replace labour. Thus new measures 
must be sought to fight the employment problem in East Africa since a 
successful development plan does not necessarily guarantee more employment. 
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