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THE REAL INCOME OF UGANDA - 1954-1962

Official estinmates of the Gross Domestic Product of Ugenda have
been available since 1960, when the Government Statisticien published
a series covering the years 1954-59, These cslculations were in
terms of current orices, a fact vhich (potentinlly, at any rate) im-
paired their usefulness for »Hur-oses of econonic aneslysis and planning.
Changes in the value of the netionsl income are an analgam of »rice
and guantity changes: to the extent that we wish to use the national
accounts a2s indicotors of changes in aggregate welfare (ond indeed
for a number of other purvnoses), it is the cvantity changes we are
interested in, net of »nrice effect. Chenges in prices may be presumed
to affect the distribution of national income (between consumption and
investment, between wnges and other incomes) rather than its overeall
nognitude, The excenticn to this is when we cttemn™ to mensure
chonges in resources availeble rather then in resources produced, when
it is not the volume of exports that concerns us hut their ca3ﬂ01ty
to buy immorts,

The recent mubhilication of officinl estimrtes of the real growth
of the eccnony of Ugzsnde between 1954 -~nd 19627 therefore certcinly
£ills a gep, It wrovides annusl estimntes, ot 1960 prices not only
for G.D.2, overall but ~lso for its mrin comronents, by sector, in-
dustry -~nd conrodity, Sencr~te »Hrice indices ~re "ised for ecch major
coondltv or connodltj-Troup the velues deflsted being factor incomes
for all sectors and industries, except African “Ur101]ture (cesh and
subsistence) where the aoproach is nartially made from the production
side, Altogether this is a most embitious underteking, rejresentlno
the results of months of psinsteking =nd ingenious work, How ambitious,
one only reclises when reading its nesrest Kenyzs eculvalent (Dev Nlan
'64-'70, ch,3) where the ~uthors, seeking a measure of 'renl' na-
tional income, contented themselves by defleting current the wvalue of
G.D.?. by the Neirobi (Euronean) cost of Living Index, end left it at
that,

Was it worth it? The cuestion needs asking, for the time of
economic stctisticians is one of the scarcest commodities in Ugenda
end, unless one is = believer in the lcbour-theory of velue,
cdmiration.. for the 'innut' should not obscure the need for a cri-
ticcl assessment of the 'outnut!, The relevont suestions seem to be:s
do the »rice-cdjusted figures differ signific-ntly from the current
values hithertc "Vﬁ11z01e° ond: does the bringing to light of these
¢ifferences significantly alter or add to our undersi~nding of the
workings of the Usonde Econony? (To these one should add the cuestion,
how rellaole are the figures? Can we bhelieve themn? pmoortsnt though
it is, T do not intend to discuss it here in detril., Some of the
assumptions are clecrly chency: it is assuned for instence, th~t in
services, Government ~nd construction, accounting for one sixth of
nonetary ¢.D,P,, output of labour is »Hro~ortional to employment: an
assummtion thot clearly need not be true., Vet the concentucl dif-
ficulties of rssuning anything else are such thet it is herd to
bleme cnyone for a““1ng this convenient znd »robzbly not too mis-
lerding assumption, One has, after all, no strong ressons to believe
that the »nroductivity of teachers or 01v11 servants has been under-
going remarke™le transformntion, though changes in the ‘grrde-mix" of
these grouns shovld ideally be t-ken into account, when time =nd
stotistical resources permit,
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At first gleciice, the difference between the ~djusted
and unadjusted figures of G,ND.,P, does not seen large enough
to justify the work thet haos gone into its calculation.
herecs G.D,?, 2t current Hrices rose by 21, the corresponding
change in the 'real figure is 26.4 ., Thus the overall
"G.D,P, Price Index” shows a fell of 45, implving thet ‘real!
output ver ennum rose by 3.0, n.a. =nd not by 2.4, as would
otherwise anpear,

One begins to »rick un one's ears, however, when the
commerison is restricted to nonetery GD?, This, while it
rose only 15% over the neriod at cuvrrent »nrices, shows a
rise of 26% when adjusted for »rice-chonges, 2nd the re-
sultent difference between the cnnuel growth rotes (7.8 =2nd
3.0.) is certrinly worth noting.

If the unvary reader thousht that the 47 'inflr-tor'
could be coHnlied indiscrimin~tely to cll sectors of the
economy, this study hes o svrorise in store for him,

Separ-~te »Hrice-indices hrve heen calcil~ted for each of

the 14 prod--cing sectors of “he economy (with sub-indices for
major sh-sectors), Pive of these show n»yice folls, rrng-
ing from - 1 to - 25, while © show = w»rice rise, rcnging
from 1, to 221 7! Thus, while the current v-lue estinrtes
give a frirly cccur-te »icture of the megnit de of the over-
211 change in ¢ 0 7. hey cle-rly grectly distort chrnges

in i1ts sector~l com-osition Brocdly snhecking, it -y be
said thot the sectors in vhich »rices fell or incre-sed

lerst cre those —roducing goods., while the major nrice rises
took ~lnce in the service sector, (Op.cit , ».16, Tchle 5.)
"Mhile this overzll »nicture is not really srohrising ond con-
foras to internstionsl exnerience (it is ecsier to incre-~se
prodvctivity in mecliing goods then in producing services,

end easier in the private sector - which produces most goods -
than in Government - which produces most services), it has
serious implications, to which wc shall return later.
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Tt will be seen from the table above that agriculture decreased its
share in GDP by 10% at current prices, but by only 2 at constant prices.
Thus, agricultural output grew slightly slower than GDP as a whole, while
agricultural prices fell substantially. As & result of these factors,
agricultural incomes (including subistence) now form a little over half of
total domestic incomes, compared to nearly two thirds in 1954.

Historical experience leads us to expect that the share of agricul-
ture in GDP declines as per capita incomes grow, as demand for agricultural
products tends to be inelastic with respect to changes in per capita incame.
Indced, one would expect that, if development proceeds at a satisfactory
rate, over the next generation the share of agriculture in G.D.P. will drop
to about a quarter. Can we, however, assume that the decline shown in the
table above is an exarple of such a historical trend?

A 'satisfactory' transfer of emphasis from agriculture to other
producing sectors would generally imply that:-

(1) population is being fed at least as well as before, i.e, the
real growth of agricultural production (excl. exports) is at
least as fast as the overall rate of growth.of pcopulation, and

- - that thc growth of fzod salcs to urban arcas is kceping pace
with urban population growth;

(ii) this incrcase in production is being achieved with a diminishing
input of real resources, certainly in relative terms, and pro-
bably even in absolute terms. I.ce. one would expect agricul-
tural population to be growing slower than the total adult
population, and possibly even falling, We would expect the area
of cultivated land to be growing slower than output (indicative
of rising output per acrej, but to be growing faster {or falling
slower) than the labour force (indicating rising output per
man—acre)

(iii) Thus there would be an annual transfer of real resources from
agriculture to other activities, while the growth of agricultural
output would be maintained at a rate .at least equal to the rate
of growth of population. This is absolutely essential,.if the
growing number of non~food producing consumers is to be adequately
fed, If this does not happen, the momentum of industrialisation
can only be maintained by increasing food imports, the opportunity
cost of which is imports of capital equipment.

On first examination it would appear that the performance of Uganda
agriculture was, on these counts, highly unsatisfactory during the period under
study. Real output is estimated to have grown at a rate of 2.4% per annum, oOr
less than the rate of population growth, which is ‘estimated at 24%. may be
higher, and is certainly rising. Durinp this period, net irports of food from
outside East Africa grew at an annual rate of over 5k, Before commifbing our—
selves to this view of the performance of agriculture, let us take a closer
look at the 'real' behaviour of the internal components of agricultural output.

TABLE II
T e 1954-62 Percentage Real Change: Sub-sector as % of

S e e e e e L 8—yea.r Per annum ] 54 Outpu't‘ .
Overall growth of Agric. 21.2 2.4 - 100.0
African Enterprises 11.3 1.3 51l.3
of which: Cotton # -50.1 -5.2 23.1
Coffee 277.5 18.0 4,4
Prod,Un. Surpl. - 1.5 «0,2 0.9
Misc., Exports -48.1 -5.0 2.7
Sales to rural empl - 3.6 -0.4 3.1
Sales urban Afr, 25,7 2.9 0.7
Sales to non-Afr. 42.4 4,5 1.7
Rwanda porters nil nil 0.1
Livestock 84.9~ 8.0 Se O
Milk 48,7 - 5.1 - 1.8
Beer . 20,3 2.3 7.8
Less: Imputs from other ind, 75,7 7.3 -0, 5
Corporate & Non-Afr, Agric. 79.7 7.6 349
Agr, Prod. by Publ, Sector 36.8 4.0 0.7
Subsistence Agriculture 26.8 3.0 44,1

1962 was an exceptionally bad year for cotton, but averape 55~61 production
was still way below the 1954 level.
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Exaiinetion of the growth-rat.s of the main sub-sectors chanpes our picture
screwhat.® have scen thmt estate production, public sector output and the subsist-
ence sector all grew at a rate exceesding that of pepulation, and that the
"eulprit" (if there was one) was the sub-sector "African Enterprises", which
orew at a rate of only 1.3% per annum. This unsatisfactory figure was, however,
due almost entirely to the disastrous 1982 cotton crop. If for the actual
1962- output we substitute the 1955-61 average, the growth-rate for agriculture
as a whole and also for the agricultural output of "African Enterprises" becomes
3.4% per annum,

While this is clearly more satisfactory, it is still far from gplendid.
Firstly, an annual rate of growth of 3.4% still only barely exceeds the rate of
population growth. Sccondly, (counting cotton at the 55-61 average), 70% of the
total increase in production was due to coffee. Yet, the wirtual quadrupling of
coffee production only increased actual export receipts by 20% (or 19% if we
count power to command imports). It is not obvious that an investment which
quadruples output but increascs receipts by a fifth, is necessarily a good one.
Thirdly,if we concentrate our attention on food production for the domestic
markets, the apparently satisfaotory growth-rates melt in our hands, They are
assumed rather than proven: sales to rural and urban Africans and to urban non-
Africans were calculated on the assumption of constant food-consurmption per
capita by these groups!! Thus the growth rates tell us no more than the official
estimate of the growth of the number of thesc people. This is no criticism of
those who prepared this most valuable publication, but an illustration of the
linmits to the uses to which it may legitimately be put. It would, however, be
useful if, in future publications, some of the more important limitations were
specifically pointed out in the introduction.

. No“other producing sector is analysed in the same sort of detail as
agriculture, for obvious rcasocns, It is, however, most instructive, to observe
the - often striking - differences when the 14 producing sectors are ranked,
first in order of 'real' growth-rates and then in order of 'money' growth-rates.

TABLE ITT
Uganda G.D.P. - Real and licney Growth Rates Compared

Sector Real Growth Money Growth Rank Rank
per annum per annum Real Growth  Money Growth

Electricity 16.4 16.2 1 1
Mining 14,5 14.9 2 2
Cormerce 6.1 2.3 3 10
Transport & Corm, 5.5 5.7 4 8
Misc. Manufact, .2 3e3 5 9
Rents 4,5 12.6 6 3
liisc. Serv. (Ed", health) 3.8 10,53 7 5
Forestry, fishing,hunting 3.6 10.1 8 6
GHOSS- DONEST IC PRODUCT V.U 20%
Agriculture 2.4 . 0.2 -9 11
Central Govt. 2.3 . 9.0 10 7
Cotton—gin.coffee—cur'g.

sugar-manufacturing 1.2 -0.8 11 13
Manuf, of food production-2,4 -1.8 12 14
Afr, Local Govt, -2.6 '12.0 13 4
Construction -3¢3 0.2 14 12

(A money ratec of growth of more than 2,4% implices that incomes derived from a
particular sector have increased their share of Gross Domestic Product and vice
versa, If the money rate of .growth exceecds thercalrate, a rise in prices is
suggested, if the reverse is .the case, a fall, Very roughly speaking,.a price-
rise in a sector, which is greater than that for G.D.P. as a whole, suggests
that goods produced by that sector have become nore expensive relative to G.D.P.



as a whole, As the price-index for G.D.P. as a whole fell by 4% over the period,
any price risc, and any price fall of less than 4% carries this implication,

This appcars to have happened in African Iocal Govt, €§221%), Rents 6%81%)

C. Govt, (471%), Forcstry, Fishin~ & Hunting (+62%), liisc. Services /mainly
education & health/ *+62%), Construction (¥39%). Manufacture of Food Products
47%) , Mining & Quarrying (+3%), Transport & Comrunications (+1%) and Electricity
(-1%). The products of agriculture, cotton gimning ete., misc. manufacturing &
corrierce have become 'cheaper'. These calculations are too rough to prove that
any particular group has become better or worse off, unless its consurption
pattern exactly corresponds to the production-pattern of GDP, They do, however,
suggest very strongly that therc has been a strong shift in the ‘internal terms
of trade' against the agricultural population and in favour of the urban wage-
and salary-earning minority. To be much more gpecific would require budget-
studies)of a kind which we neither have nor are likely to have in the near
future,

Table II identifies the 'lecading' and 'lagging' sectors of the economy. It will
be noticed that only elcctricity (covering both generation and construction),
mining, commerce, transport and miscellaneous manufacturing achieved 'real'
growth-rates which could be characterised as really satisfactory., No doubt, the
reader will be surprised, as the writer was, at the corparatively slow (even
negative) growth-rates shown by the public sector. However, the purpose of the
present discussion is not to explain the factors making for fast or slow 'real'
rates of srowth, but to focus attention on the striking disparities between 'raal'
and 'money' growth-rates which the tablc revealsfand to explore some of their
possible implications. It should be clearly noted that, in the discussion which
follows, we are provisionally accepting the Government Statistician's own defini-
tions and calculations of real product in the services sector, In the last
section of the paper, rcasons will be advanced to show that the definitions, and
hence the calculations based on them, are open to serious doubt.

Central and Local Goverument and Miscellancous Services (mainly Health and
Education) may be roughly described as 'Publicly Provided Services', though both
education and health contain a significant private element., These sectors
increased their share of 'currcnt value' G.D.P. by nearly 80% (from 6.7% to 11.9%
of G.D.P.), while their share of 'real' G.D.P. @ctually fell by 4% (frem 11.7%
to 11,2% of 'real' G.D.P.), implying that Ugandans as a whole were paying a much
larger share of their incomes for what was not very much more service. The
irplied 'unit cost' (whatever this is taken to mean) of Central Government
service rose by 71%, that of local povernment by 221% (while 'output' actually
felll), while the cost of Miscellaneous Services rose 62%, Altogether, it would
appear that Publicly Provided Services are costing Uganda 120% more moehey for
20% more services, or that the average price level in this sector rose by 81%

(or 85% in relation to G.D.P. as a whole) between 1954 and 1962. Admittedly,
these sectors are the heaviest users of Uganda's very scarce supply of thigh level
manpower! - Hunter's Survey sugpests that in 1962 the 'service sector' as

defined above used three quarters of the country's graduates or greduate -
equivalents. Demand - both public and private - for the products of these
services has been one of the phenomena of the 'revolution of rising expectations,'
It is understandable, thercfore, that earnings per hcad in these sectors should
have risen faster than thc rate of growth of G.D.P. whether measured at current
or at constant prices,

# The Spearman Rank Correlation coefficient between the two series is only 0,9°8,
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TABLE IV
Growth of G.D.P. and Per Capita Earnings, 1955-62
1955-62 A1l Vages as %
Sector % Growth of value added, 1958
1. Monetary G.D.P. 4.9 2343
African Earnings/Capita in:
2. Total Labour Force 104.5
2(a) Govermcnt(Adrin. and lisc.) 93.6
2(b) African Local Government 150.2
2(c) Education & Medical 95.7
2(d) Miscellaneous Services 64.92
3. (= 2(a) - d) All Services 117.1

(Source: Emmeration of Frployees, Statistical Abstract, 'Real Product'
op. cit.)

As the table above shows, African per capita earnings # doubled over the
period .1955-62 (no. 1954 earning figures are available), while monetary G.D.P.
increased by only 5 (and 'real' G.D.P. by only 16%). Thus labour in all sectors
became. more expensive relative to a 'unit of G.D.P.' (though it is conceivable
that this was partially offset by increased productivity). The reason why the
products of the 'service industries' appear to have become more expensive in
relation to G.D.P. as a whole, is only partly explained by the fact that per
capita earnings in these sectors rose faster than in the rest of the econamy
(the rise in services being only 117% compared to 105% for all carnings). It is
rather because wages in these sectors constitute two thirds of value added,
corpared to less than a quarter for the monetary cconomy as a whole.

One rmust presunme (though information is too scanty to prove it) that per
capita earnings in the higher skill-groups rosc as fast as other earnings in
those sectors, and in fact constituted a major part of the increase in wage-bills
in the sectors under discussion., This can, of course, be atiributed to the grow-
ing scarcity of skilled personnel relative to other labour and to other factors
of production, #£ Yet, one rust seriously doubt whether price—-(and by implica-
tion, salary—) increases of this order of ragnitude have served any useful
economic purpose. The short-run supply of these factors is inelastic with
respect of changes in their price, and the long~run supply is, in any case,
being expandcd as fast as possible, The allocation problem created by the short~
run cxcess demand had to be solved, but it could, perhaps, have becen tackled to
better advantage by some form of demand-rationing, rather than by allowing supply-
prices to rise to this extcnt. It cannot, after all, be argucd that the remun-
eration of 'professicnals' in relation to other occupational groups was so low
in 1954 that there was no financial incentive to enrol for courses in higher
education,

Be that as it.may, had this happened in any other scctor, there would have
been no lack of volunteers to argue that here was a prima facie case of a.
'monopolist' pushing up prices by restricting output, or, at the very lecast, that
someone was earning monopqly profits (or 'rent') as a result of unavoidable
scarcity. Yet, it would appear, a Govermnment is in an cven stronger position
than the hypothetical monopolist. The ronopolist can either fix his price or
his quantity, but no both. A Goveranment is in a position to deterimine indepen-—
dently first price (through taxation) and then quantity (through its pattern
of exgenditure). Had it been the price of sugar or fountain-pens that was being
determined in this fashion, it would soon have been undercut by imported or
domestic substitutes. But no one who thinks that education or the civil service
are atrociously expensive, has the alternative of opting out of paying his texes,
and 'buying his govermment' elsewherc (or doing without one). Indeed, he hasn't

# No information is available for non—-African earnings prior to 1958, Though
58-62 information suggests that African per cap. earninss have been rising
half as fast again as all earnings per cap. taken together, this does not
effect the picture given above significantly.

#E O?her wage-incomes also rose at several times the rate of growth of G.D.P.
without even the Jjustification of scarcity, as erployment overall was
stagnant or falling.
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