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DEVELOPENT GOALS FOR THE UGANDA ECONCHY I 1931

1. Ugands not only suffers fron low per canitsa income at present
but, for a number of years, hos suffered from a rate of growth
insufficient to reise per cepita income. During the period 1987~
1962 little growth has achieved, largely because of the poor
export perfornsnce of the econony, Teced as it was with falling
comnodity prices, The government of Ugende wishes to transforn
this picture, to mobilize the economy to double per capita output
during the period covered by the next three Tive-yeer plans-:
(1966-1981), This paper exenines the conditions necessary for
achievenent of thet objecitive,

2. This objective inplies a rate of growth of gross domestic,
product on the monetsry sector of zhout 8.4% per yeer., Such a
rate of growth is near the upper end of the range of growth
achievenents of other countries throughout the world in the last
twenty years., It is essentislly the sane ¢s thet projected in
the new Tengenyika plan. Above all, such en objective is anbi~
tious, in comparison with past experience, If Tiganda is to be
developed, however, past experience must not he revecated., Even

. the overall gozl as stated will leave Uganda with less than £50

gross product ver capita® in 1981, In terms of the needs’and
aspirations of the TUganda people it would hordly be nossible to
set the goal lower, '

3. Such = goal cannot be ochieved by a simnple reproduction of
past development patterns. It -will reguire substential trans-
formation of the econony. % will recuire achievement of output
levels higher than have been nreviously thought possible, a
changing industrial structure, new pnatterns of employment, changes
in the composition of inports and exports, substantially increased

. tax rates, and very high rates of szving. The orgenization of

such a transformation in detail will be the task of the five-year
plans, In devising each five~year plan, however, it is very help-
ful to heve = longer view of where the econony is going. Unless
such a view is asserted at the outset, horizons are likely to be
set by past experience and goels limited by immediate possibili-
ties. In this paper, therefore, we attempt to draw a picture of
the possible economy of the future and of the path to be taken

to rezch that situation,

4, In =ddition to the overall objective of high growth there are

other goals the govermnent necy wish to set. Some other goals
might be:

(a) expansion of eamployment opnortunities at a faster
rate than the growth of povulation, so that the
employed labour force can become an increasing
proportion of the populetiong

(b) expansion of education so thet by 1981 the supply
of Ugeandens will be sufficient to f£ill substantially
all high-level professional and managerial posts;

(c)_expansion of community and health services, so that
- by 1981 certain minimum facilities will be available
- to the mass of the people;

(d) a relative shift from dependence on agricultural
exports to sales in the domestic market for the
najority of the rursl popu.ation: :

(e) provision of cdeguate condjitions for Africen urban
living, so thet by 1981 the main towns are as much
a2s three times a2s lorge as today, with sone minimun
stendard of housing and services, /
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B, The megnitude of the effort

5, To hegin the nrocess of econonic transformation, a development
effort will be reguired greeter than eny forthcoming in previous
Uzganda experience. It is importent to stress that such an effort
will be required, but also thet there is good reason to suppose
that it can be achieved,

6. In order to grow an economy must expand its means of production.
In perticulcr, the skills of the labour force must e improved and
the stock of capitol available nust be increased. To increase the
stock of cepite 1 vart of current output must be set aside to
produce, import, snd install additionsl nachines cnd bulldings.
loreover, if the annuzal rate of growth is to be increased, the
nroportion of output devoted to capital accumulation (i.e, the share
of investnent) must be increased., Correspondingly the proportion
availeble for current consumption (though as we shall see not
necessarily the absolute nount) must be decreased,

.- By how much will the share of investnent have to be increased
n order to achieve the desired rate of growth? This depends on:
(i) the net investment needed to provide additional
capital for incressing output;

7
i

{(ii) the investnent ne eced to renlace canltal being
retired,

For exanple, if £3 ddlthﬂal capital is neeqed to create £1 addi-
tional output, then the share of investment to meet the first re-
guirenent above would be 3% off totel output for each 1% in the
annual rate of growth, In addition, a further amount of investment
would be needed for replacenent, independently of the annual rate
of growth,

8. The reqguired relationship between additionsl canitsl and addi-
tional output, the net cepital-output ratio, may be roughly predicted
on the basis of past experience. Such predictions nust be refined
in working out the detailed five~yesr plan, but will provide a guide
to the order of megnitude of the effort involved, ZExsmination of
the evidence suzgests that during the period 1954~60 the capital-
output retio in the Uzanda economy was between 3 and 3% for the
nonetgry sector (ubwno the recent -deflated estimntes of gross
domestic product), This suggests that during that period Usanda
had a slightly higher capital—-output rstioc than that for East
Africa as a whole,* It is our judgnent thot for the purpose of
setting the long-range perspective it would be sensible to assume

a net capital-output ratio of 3, Although this is a 1ittle lower
than that expericnced during the 1954~1960 period, the general
sluggishness of the economy during the latter pqrt of thet period
probably boosted the observed cenital-outvut ratio, with the crea-
tion of some over—capacity. The ca anital-outout ratio we assume
night well be impnroved upon with a fast—expsnding full-capecity
eCconoily.

9. It is also true that in = fast-growing economy replacenent
investment can be provided with a lower share of current output

than in a less expansionary situstion. "e believe that a reasonable
long-range assumption is that 7% gross nroduct must be used to
replace c¢opital retired in an economy growing at the rate taken
here as an objective,®® o

10. Using these two. estliates, the gross investment effort needed
to raise outout at the desired rate nay be calculated, The sustai-
ned growtb rﬁte of 8, % in monetary gross domestic product will

L et 2 i e T

% See B, Van Arkadie ond P, Ndegwa, "Puture Trade, Balance of
Payments, and 2id Requirenents of Fast Africa’, FEDRP 31,
27.5.64; also Kenya Govefnpent The Growth of the Economy,l954-02

e e Ve

#% See¢ B, Ven Lrkadie ond P, Ndegwa, cn.cit, Note that the
relevant concept here- lS'“eDL cenent of retired capital, not
investing an amount egual. to depreciation. In & growing
econcony retirement lags Hzhind depreciation. /-
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require that 32% of that product be allocated to gross capital
formation, lezaving 88% for other uses, This represents more than

twice the current share of investment in gross product. Even 1f
very substential improvements in the use of canitsl were achieved
and the capital-output ratio were reduced. to 2.6 (which would be a
very considerable performance if sustsined over a long period),
then the necessary canital formation would still be 29% of monetary
gross product, still nearly twice the current effort.

11. Recent years may not provide the most relevont indication of
‘whether this anmbitious development effort is attainablc however.
Uganda hes achieved rnuech higher rates of canital formation in the
past. In 1955, for sxample, capital formation apparently formed
sbout 28% of monetary gross domestic;product(at 1960 prices).
Table 1 shows capital formation as a percentage of gross domestic
product for Bast Africa as a whole during the period for which
datea is available, The levels achieved during the mid-fifties
were near the effort envisaged Tfor the future., In 1958, Ter
exanple, Kenya manzged to allocate 31% of its nonetary gross
product to canital formation. - Seen ig these terms, the goal is
not excessive. o o .

<

.12, It is important to realize tnat although the achievement of
P O -

' a higher share of investment will reduce the share of resources.

.availeble for consumption and other current uses, the achilevenment
"of the higher grovwth rate will presently provide s higher level of
output from which higher consumption stenderds cen be achleved
even though the high share of investment is maintained. This 1s
illustrated fn dl:gram 1, in which levels of consumption and other
current uses are szhown otvspr the remaining yeesrs of the current

- plan and the next three five-yesr plens under. two alternative
policies: ' '

(a) that the share of invesiment and the growth rate
. remain et their present low level:

(b) that the shere of investment is doubled by the end .
of the next five~year plan and a much higher growth
rate 1s achieved, :

During the period up to 1271, the changirng of gear' phase,
the developnent efifort reguires moderate restiraint on consumptions
consumption increases absolutely, but is below what could be
enjoyed if the development effort were not inceessed, By 1971,
however, the entire shortfall in consunption and. other current
uses can be mede up, and thereafter the gains nount rapldly,

13, The conclusgion to be drawn fron this discussicn isthat it is
essential that the public be persuaded to accent re¢straint on the
increase of consumption in the early years of the ¥big push”, To
do. this they must be versuaded thav they will eventually reop the
benefits.in higher levels of living. This job of cducation and
persuasion will Turii an ingmrisont element in the success of the
next three five-~year plans. One important contritution of the
long-range perspective to 1981 is to show the ultiax=te returns
from the effcris needed in the near future, The tak of persuad-
ing the public to accent restraint is of ccurse mrnre likely to be
uccessful if part of the investment programme 13 cleorly seen to
be creeting fecilities near to the degires and ecspirations of the
public, suw'h as scheools and hospitals,
14, How is this increesse ‘n canital Tformation to te brought about?
It has been characizristic of the Uganca economy thet a high
proportion of capital formetion has been carried cuc in the public
sector; for this purpose the U,D.C. ané¢ the U.E.B. are counted
along with the Tentral Gov:rnment zs pr1t of the ptiliec sector.
This is 1llustrated in Table 2, which slows thet 6G-70% of invest-
nent has bzen 1n the public sector. Tr tke future, .1t seems likely
that the share of investment in the pukliec sector i1l need to Dbe
if anything Y.icher than in the past, the Coverm iznt, vakes the

lead in 7ols’mg Loeel conital Tovmavicr, o7 orhe T 12)L1e sector
-/
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sinply plays the same relative role as in the past, the high-growth
objective implies that the public sector must utilize about 20% of
total product for capital formation, while the private sector would
be responsible for utilizing 12%, Investment by the Central Govern-—
ment itself would heave to increase from £5 million in 1962 to £23
by 1971 and £54 by 1981,

15, The importance of the public sector has both advantages and
disadvantages. The major disadvantage is the tremendous responsi-
bility it places on the shoulders of the public authorities to
organize large investment projects, to reise tax revenues rapidly
and incresse the budgetary contritution to development investment,
and to tap energetically both foreign and domestic sources of
lending for development., The advantage is that the public sector
is more susceptible to planning control than the privete sector.
In particular, the tremendous levels of public investment implied
by this programme will require public authorities to extend their
activities in new areas, and will place a strategic responsibility
on the shoulders of the Development Corporation and any similar
crgenizations created in the future.

16, This leading role for public iavestment still implies a dramatic
expansion of private investnent compared to the recent past - from
about £5 million in 1962 to as muech as £22 in 1971 and £52 in 1981,
Indeed in drafting future five~year plans it nay e tempting to cast
the private sector into a bigger role, hoping that it will undertake
a larger share of investment activity than has been achieved in the
past, This might be justifiable if practicable policies can be
devised which could realistically be expected to call forth such
efforts from the private sector, On balance, however, we feel that
it would be over-optimistic to expect private domestic and foreign
investment to be the main engine of expansion, It should be noted,
for example, that Ugzanda will be competing for foreign investment
funds with many other countries whe themselves will be mounting
ambltious development programmes. The specific role of the private
sector can only be hammered out in the preparation of the five-year
plan, but our generel presumption is that if privste investment can
be expanded.at the same rate as public investment it will be a
considerable achievement,

High growth snd strvcturalvcn ange

17, In this section the effect of the high growth goals on the
structure of the economy are analysed, The method used is to apply
the growth and cepitel formaetion objectives to a statisticel pro-~
jection model of the Uganda economy. ¥ :

18, Table 3 presents a synopsis of the key features of a programme
to double per capita output as we sece them. There are four major
elements of development str&tegy which we wish to emphasize,

(1) The effect of the high investment effort on the
gconomic structure

19, High levels of investment not only expend future capacity to
produce, but also have an effect on the composition of current out-
put. A4s investment expands as a proportion of totsl product, so do
those industries which manufacture investment goods. The effect of
the high investment in the case of TUgenda will depend on the degree
to which the investment takes the form of construction and building
or machinery and equipment.

20, Many of the basie inputs of the construction and building
industry are already produced in Ugzenda, For example, cement, sone

* See P.G. Clzrk, ”Ratlonxle und Use of a Projection Hodel for
qundﬂ” EDRP 59 10,7 .54,

~/
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structural steel, bricks, qnd ﬁSbcstos/ re all nanulﬁctured locally.
It is 1likély the t in the futLre the range of bull@wng neterials
produced locally:can. be .expanded, — Therefore expension. of constru~
ction end building will provide conszderqble dmpetus to the expan-—
sion of' other local production, Also, construction itself employs
large -amounts: of local labour and,to an increasing extent, results
“in proflts for 'local contracting flPdS By contrast, most machin-
ery and equipnent is imported :ﬂdv_S_UﬂlikélyftO be nroduced locdly
during the perspective being conslidered here. - Expansion of invest-
nent in .mechinery and equipnent will therefore have an impact
rainly on the import bill., Against this, it is true that machinery
end equipment tend to be morc productive 1n creatlng aodltlonql
‘canacity than is COﬂStPLOu7Oﬂ. :

21; A1l things-censidered, however, it is our judgment that the

'A'balunce'iﬁ'tﬁé?future is unlikXely to be far different fronm the past,

i.e., about three~fifths construction and building and two-fifths
nmachinery and equipment, If ariything the share of construction
nay tend to rise, because of the proninent role projected for
Central Government inveéstment, which is almost entirely construc-
tion, A pronowiced reduction. 1 the shere of construction, on the
other hand, would probgbly reculre explicit government restraint
on private investment in housing., If this Jjudgment is correct,
then the construction industry Will‘héVéftO.eXpanﬂ,more'dramaticaHy
“than any other sector of the econony, ‘as notéd in section D below,
At the same time, = very sharp rise in equipment: imports will be
needed.

22, The future growth of the construction industry also relates
‘closely to two-of the other development goals mentioned in section
A above, If one object of the plan is to develop. the urban envirar
nent to provide for an increasing proportiodon of urban:dwellers in
"the totdal: population, rapid growth in construction-is clearly
implied. An alternative quite reasonable view might assert that
such developnent should have a low priority, and that the-primary
aim should be expansion of actual manufacturing facilities leaving
the urban dweller in the neantime to find what accomnodation he cen,
- This issue of v0ﬁls lel of course hkve to be settled by pollcy—
"makers.v '

23.?Thevsecond~point:involves enploynent objectives, as.discussed
fTurther in: Section F below, Fron the point of view of creation of
enploynént opoortunities, the construction industry has the desira-
ble nroperty thet it . is o heavy user of lebour and that its rapid
expansion would provide & great increase in the number of available
jobs. At the monent, for examnle, every £ million of construction
spending provides employment for about 3,000 workers, which is sbout
twice the rrotio for other non-agricultural sectors, Woreover, con~
‘struction is not one of those industries in which 1ﬁb0ur sav1no
' ~shiftS in technlque are 11kely to be. con51derab1e

E'(:-.':L) ' ijort substltutlon _end the ﬂrowth o?‘mﬂnuf(cturlnc

“24, The second strlkl_aD feLtLr of hlch—ﬁrowth economy is the

‘fsrowth of menufacturing to sunply aoods currently inported, This

is a major elenment of develomment: strutegy for two reasons, "First,
in.order to achieve’ the marked expansion in imports of eouipment

required, 1t will be necessery to cuti down other items in. the import
"pill, so as to restrain imports.Jlthln conceivshle: foreign borrow-

- ing. Second; a more ronid Advance in industrialigzation requires
"5thgf'Ug;DduﬁStart nanufacturing some of those goods currently

ported :us well as increase ltu outmut of ex1st1na manufactures.

>.25 The exvqndlng 1arket for increases 1n-output for tne manufac~
tLring sector cgﬂroe divided into four categories: '

() growth in domestic demsnds alr ddy‘suppllea by

existing indqustries; o o o ;
* Scc B, Ven trk-dic, “Itport Subatiﬁuﬁidn ~nd, Zxvort Tromotion
. as Alds to Industrinlizotion in Tact Africa, ™ EDRP.24, 6.3,64,
-Tor a-discussion of- some of the issues involved »
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(b) ipport substitution of ecenstmer goods (mainly non-
Anr-hlcs) ~nd of interncdi-~te ~oods other than fuels;

(¢) import substitution of construction meterizlso:

(4) growth in nanufactured exports (mainly to the rest of
s A 3 . i
Zogt Afriez), :

26, The inport substitution indicated in Table 3 is very considera-—

ble ~ B0% in the case of category (b) and 75% in the case of cate-

gory (c)., TPulfilling this condition will involve the production of
neny goods which have not been previously produced in Uganda, as
well as dranstic growth of industries already started., Examination
of Uganda's current import bill suggests thot the most important
single erea of menufacturing expsansion in terms of value nust be
textiles and clothing, In 1961 inports of textiles products and
clothing into Uganda zmounted to over £7 million, Insofar as tex-
tiles and clothing sre still inported by 1981 those imports should
cone fronm other parts of East Africa, on the bawmis of some degree of
local specialization, Ugenda's inter-territorial imports of textiles
end clothing having their counterpart in inter-territorial exports,
A substantial beginning hes zlready been made in this ares, but the
next years must see even more suhstentizl growth into product lines
not currently attempted. Food products end buildings materials will
follow the textile and clothing industry in terms of increases in
velue of output. There nust also be nunerous small scale light
industries, esch individuelly of little imwortance, but taken
together making a significent contribution to the industrializa-
tion of Uganda, ' ‘

(iii) The role of the government and the budget

27. In addition to the importsnt role for government in expanding
overall investnent, it nust be exnected that government current
expenditures will increase at a faster rate than in recent years,
The suggestion here is that governmment current exvenditures will
grow at o slightly lower rate than monetory domestic product, but
thet this will sti1l1 be double the rate of expansion in the 1958-62
period, :

28. Meny of the services provided by government are essentlal aids
to economic growth. The provision of greater educotional facilities,
for exanple, will be necess~ry 1to provide the improvenent in the
lartour force necessary to sustoin the growth rates suggested, Exp-
anding gzovernment services nlso contributes to spraeding the bene-
fits of growth among a2 far wider group than the direct beneficiaries
of developnent projects, and therefore provides an incentive among

“the populstion ot lzrge to support the plan.

29. The government is therefore faced with a necessity to raise
finance both - to cover the codsts of increcsing current services and
to provide 2 substantial budgetary contribution toc development
investment, This will be the mnost unpopular feature of the plan
and will demand widespread understanding of the ultimate objectives
of ‘the plan to gain public support, Our calculations’ indicate that
during the next five-year plan (1966~71) effective tax rates will

"~ have to increase by cbout 30%, How this increase is allocated

mong different tax sources is partly a matter of political choice,

. but & recsonable pottern nay be as followss  Part of this increase
“in"rates will take the form of incresses in customs duties; which

will heve as its objective protection of new industries as well as
revenue increases from continuing imports; the changed composition
of imports will probsbly require that duties be extended to goods
now lightly taxed, if adequate revehue is to be found, In addition
local industries will have to carry on increasing burden of indirect
tax to compensate for the loss of revenue as import substitution
proceeds, Direct taxes will also heve to be inereased, though this
adjustment will be essed because the types of income subject to
direct tax will probably be rising faster than total incomes,
Finelly, export taxes will hove to he raised to offset the effect
of declines in export prices, '

30, The underlying objective is to keep plonned Central Government
borrowing, hoth foreign and domestic, within limits which are likely
to be feasible, It would be cuite unrealistic to plan on expanding

~/
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such borrowing over four times by 1971, and overten times by 1981,
in line with the expansion of government investment, S0 a much
larger shere must be financed froa taxes, It should be remembered
that public corporations in . the industrial development field will
also be henvy borrowers, particulerly from foereign sources, through-
out the period, Bven after full exploitation of the scope for
fiduciary mometary iscue and possible econony in foreign exchenge
reserves, the main. emphasis nust be on tax revenues.

(iv) Agriculturgl expsnsion

31, The agriculturel sector will not keep pace with the overall
growth of -the econony; there will be relative shift away fron
cegriculture as o source of outputs and incomes. Nevertheless, the
planmed rate.of growth of agricultural output must be higher then
the rates recently achieved, A 6.7% annual rate of growth in none=-
tary agricultural product is suggested, Within the sgricultural
sector there will be a slow but steady shift away from dependence on
export merkets and toward the domestic market,

32, Although this decline in the relctive importance of agricultural
exports es an income source will be versistent, snd cumulatively
will change the importance of agriculturel exports from about a third
of overall gross domestic product to less than a guarter, the rate

.of growth in the volume of agriculturcsl exports must still be sone

25% higher then the long-term trend, Agricultural exports must
continue to be the main source of foreign exchange ezrnings, which
fornm the means of acguiring the nochinery snd equipment for industr-
ial expansion, as well as the nost direct way of raising incomes for
the bulk of the population,

33, Any prediction of prospects for sgriculturel export earnings is
nade difficult by uncertainty regerding future export nrices. In
the past Ugonde hes suffered grently fronm declining prices in her
export morkets, DPart of this exmerience resulted from the adjust-
nent from the very high price levels of the Korean War commodities
boom, and future price declines ars unlikely to be of the magnitude
experienced in the nid-1950's, However, it would be foolhardy not
to nnke o substontial allowance for future vprice declines, The
adjustnent node here is for = 1% decline in agricultursl export
prices per annun,

34, Future returns from agriculturcl exports are dependent not only
on the behaviour of world prices but also on Ugenda's success in
adjusting her outnuts to fit chonging price conditions, If agricul-
tural output expansion can be biased toward products with firmer

‘price prosvects, the resulting revenue performance ncy be expected

to be nore favoursble then in the prst, in which Ugonda has been
notably unsuccessful in neking such shifts, Agricultural planning
will therefore be concerned azg nuch with influencing the composition
of output as with expanding the total physical volune,

35. An important element of possible future structural change which
ought to be investigated further is the changing character of
agricultural inputs. Uganda has in the »ast nade only meagre use
of fertilizers, insecticides, and ~gricultural nachinery., Sharp
changes in these patterns would hnve an effect on the future ioport’
bill, end right increase the possible range for local manufacturing,
particulsrly of chemicals,

36, The shift toward domestic merkets in the agriculturesl sector will
cone pertly as a result of the increased demand for agricultural
inputs in the monufacturing sector (e.g. the growing demand for
cotton for local manufacture) and pertly as a result of increased
production of food products for sale (as a result of substitution
for existing food imports and of the increasing urban population).

-/
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- the 'OI‘C,JOf‘t on gssupes little change in coiposition of tax
revenues, but this fepends on adjustment of customs duties to
raise lar”er revenues Cestite the shift toward capital eguip-
neat imports; the possibility exists that other taxes may have
to increase irn rclative irmortance

~ government currfnt-eyp°nditumcs do not rise as fast as revenues,
allowing for much increascd government saving

- in addltlJ n to higher povernsent saving, however, it will be neces-
sary to irerezse ~ovcrrricnt vorrowing from&s m:Llllon to&5 million

annually, wet of carrying charzes cn the past debt

11 An 1lluminating couparison can alsc be made with the situation which woulc
exist if the conditicas fcr doubling per canita incone, as listed in Table 3,
WOTe not fullj carried o " The alt’*matlve rodera tc-fruw*"h path®™ mizht con-—

sist of 4% fhe long-run trenc’l) instead of 5% aunual prowth in the volume of
ar 1cq7tL“a EXpor ts; 1“% instead of 50% irport substitution, a rise in the
shaere of investicnt in ~ross dcmestic product to 26, rather than the 32% of
the hi-h-growth plan, and tax rates increesing by 15% instead of 30%. Such
o prograrme could be v1eﬂ,red as a less ambiticus alternative, although it would

still be a more encrretic expansion effort than Uganda has achi{:ved in recent
FoArs. '
42, That would be the characteristics of such an althernative prograrme?

The main. points of contrast would be:

(i) Per capita inccme would not bedcubled, although growth would ac-
celerate compared with the 1$58-1962 expcrv ence, Monetary GDP would
rrew ot 6.4A<pur annum, resulting in a 50% increase in per capita out-
put b; 1981 rather than the desired doubling. :

{3i) The chanse in industrial ‘structure znd the comesiticn of imports
would be far less striking,

(iii) The small 'aeg.._rres of irport substitution not cnly limits the shift
towards monufacturing, but because of risiang requirements for equipment
actually pcnuits the share of irpcrts in gross domestic product to in-
crease frum 32% to 347,

(iv) 4s a result of the rise in irmorts and the poorer a; ricultursl export
perf -\.r_ﬂnce the b l ancc cf trade changes advurgol by about £25 millien,
requlrln: Qn irpossibly large ‘increase in annual foreimm horrowing.

A hirh percentage cof iripert substituticn seems to be an esscntial con-
dition for creating rapid growth within a bearable balance of payuents.

(v) T.x Rey “nues would rise a lit tle fnsmr than current cxpenri:l.tures
permitting scne povermcnt sav ing, but with the cxpansicn of govern-—

nent lavestzent to 16 millicn ia 1971 =nd 33 rillion in 1981, zovernment
borrowing would have to rise to about 25 mdllicn "ainnually, which again
secns 1rpossibly large, More government savinss is alsc an esseatial
condition for a hiph-growth pla.’éh,; . ' ' '

“3. A conelusion surgezted by this coparison is that although the hizh-

srowth cbjective is in some ways more demanding, it is in other ways rore

feasible, The varicus parts of a hizh-zrowth pr'"““fﬂc based on structural

chanze rcinforce each cther, while the achicevements vhich can be expected are
ms:n.dcrahle cucuch to mkc th; euort worthwhile,
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44, If the objesctive of doubling per canita income by 1981 is
to he echiieved, then qu.nluﬁ—:T”htﬂ prtia will heve to be attained
by 1971. TIs this possitle? TFor it to become so, the next five-
yerr plen will heve to be o zood denl nore azmbitious than the
first, On the besis of the n~nalysis presented here, governnent
investnent will hove to  be reiged to sonething like 223 million
a yeor, other public snd privote investment will h-ve to be
ezpended correspondingly, the tariff structure ond other tools
of goveranent policy will hrve to be sdjusted promptly to stimu~
late extensive immwort BLbSblbutWOP, taex rates will h-ve to Dbe
reised sonething like 307, zgricultursl exvorts will have to be
expended more rapidly then in the pest, and structural changes
throughout the econony will heve 1o be accelerated.

45, There are, however, good reasons to suppose thot more
anbitious targets could be achieved in the next plon, Therc is
gone evidenrnce thet the ””“Hﬂ“ econony hes been opersnting with
considerchle reserves pro&Lctlve cgpaclty during recent yeecrs,
This is clecrly the c“qe in terms of the ﬁv(111b1¢1t; of lebour
and of plaont eapecity in some industries {e.z. cement). lloreover,
the sherp inecrense in the volue of agricultursl cxnorts, =ond hence
donestic incomes, in 1963 haos provided a cushion from which it
will be eagiler to expand saving and taxes then fronm the depressed
basc of 1962, Flnallyy durlng he recent years of transition

‘much of the cdninistrative enersies in society hove been devoted

to political reconstruction, with considersble turmoil in the
cdministrative gysten, In the future new recruits to the stock
of kluAﬂlchl nanpower can increasingly be a2lloc~ted to tasks of
cconomic expansion and innovation,

45, Despite these optizistic portents the size of the task

12ad is enornous, The period of Fshifting of gears'" will require
en expensionist outiook -t <211 levels of society. At the outset
it will requzrc an effort of imcginetion and leadership to
dronctize for bvery:mu involved in naking econonic decisions the
extent of econonic chrnge regulired during the next plson as inmed-
inte steps towsrd 1281 go:l

Znploynent

477, Our trestment of oblectives and structursl change so frr

hes.been lsrgely concerned with expansion of output and nobiliza-
_tion of cnpital. resources, Dven in this initial 'brozd view’,

however, we wust offer szone conment on the plnce of menpower in the
12381 perQDvctlve.

45, ilenpower cones into the plen in two ways., On the one hand
the question nust be r dscd w ﬂther there ig cnouizh menpower avail-
sble to produce the desired outputs. In Uganda there is not
likely to he any shortage of unskilled nenvower, but there will be
a continuing problenm of ensuring an cdequate supply of the right
quantities end types of skill, particulsrly for people with

econdery and higher education, This question is largely the
prov1nce of detailed aanpower and educationszl planning, starting
from a finer cnalysis of the industrinl composition of futurc

deveclopment on the way toward 1981 goals,

49, O the other hand, the guestion can be rcversed aond posed
in the forn, Y"Is the plcnned growth oroviding enough job oppor-
tunities to satisfy populcr asnirations?' This cuestion is likely
to be narticulsorly wressing for pecnlce with »nrin~ry ceducation or
legs, Here we can say sonething neaningful even in sggregative
terms,

50, Non—agricultur-l emplovment h=s declined in Uganda since

19568, with the net result throt in the decede ending in 1962 non-

a@rlcultarﬁl employment grew by less then 55  The reason for this

dl“courﬁglﬂT nerfornrnece vwag prortly the slow growth in output and
~/

/
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partly the rise in productivity per worker. As productivity rises
the same output can be nroduced with fewer workers, The data
avallable are not good enough at present to be very precise in
analysing changes in productivity, It seems that output per worker
in non-agricultural activity has risen at between 4% =nd 6% per
year during the period 1954-1962; the reported figures tell a
sonmewhat different story according to the time-period studied, If
this trend in productivity continues in the future, then it would
take a B% annuzl increase in output of the non-agricultural sector
Just to maintein employment at the existing level,

o1, The employment problem is compounded by population growth,
For the pest decade the proportion of the tot<l population employed
in wage-paying Jjobs in Ugenda has been declining. In the future it
mnay be expected that the number of people aspiring to paid employ-
ment will grow faster than the total populsation, pertly as a reault
of the expsnsion of primery education, Ioreover the economy cur-
rently provides many fewer jobs than would be desirable, in view

of the number of unenployed and semi-employed, Therefore, for the
Tuture, ensuring a high rate of expansion of employment ovportuni-
ties may be quite as urzent a goal as expanding output per capita.

52, The desire to increase employment opportunities faster than
populotion is another justification of the high-growth objective,
If past trends persist, a rate of growth of non-agricultural output
of less than 7.5% per year would most likely only keep job oppor-
tunities in line with the growth of population., On the other nand,
achievenent of the 1981 goals would imply an increase of non-agri-
cultural output of 9,5% per annum, which should enable employment
to grow significantly faster than population, as explained below.

83, The employment effect depends not only on the overall growth
of output and the rate of growth of productivity within ceach '
industry, but =lso on the shift in the composition of non-agricul~
tursl output between industries, If there is a shift in output
towerds industries which use relatively more labour, average
productivity in the non-agricultural sector will rise nore slowly
and the employment resulting will rise nmore ravidly., The major
shift of that character which occurs in the projected pattern of
output expansion is the marked growth in the share of construction,
In 1962 construction accounted for only 7% of total non-agricultural
output but provided 17% of totel non-asgricultural employment,
Allowing for the major shift toward the construction industry and
using the assumption that the rise in productivity in 211 industries
will aversge 5% per annum, the projected growth of non-agricultural
activities would be such as to employ a work force 2,9 times that of
1962 by 1981. This represents a rate of growth of 5.7% per annum,
which is OVer twice the projected rate of growth of population.
Thus achievement of the high-growth objectives for 1981 might

bring gbout a significant improvement in the employment situation,
something which has not been eschieved in recent years,
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CAPITAL FORMATION AND GROSS DOMESTIC PRODUCT -
EAST AFRICA, 1954 -~ 1962,

Teer Monetary Gross Gross Capital Capital Formation
Domestic Product Formation as percentage of
GeD,P.

£ million

igs4 286,2 7547 25,5
1885 320.2 91.7 i 25.6
19586 33743 20.8 26,9
1957 356,6 90.1 28.3
1958 35¢.8 82,3 22,9
1959 375.7 r9.2 21,1
1280 400.3 83.6 20.9
1961 404,0 74,0 ' 18.3
1862 409.7 75.6 . 18.5
Scurces: This table is based on the official estimates

availsble in the Annual Statistical Abstracts for Kenya, Usenda

and Tanganyika and from the Bast Africen Statistical Depertment's

Bconomic and Statistical Review, Capital formation does not

irnclude subsistence activities, for which an estimate is offered
in the Tanganyika accounts, There is some differemnce in defini-
tion of capital formation in the accounts of the three couniries,
The most serious difference is that private automobiles are
excluded from the difinition in Uganda but included in Kenya

and Tanganyika, In this table the practice of the East African
Statistical Department is adopted and no adjustments are made
for these differences, They are likely to create error mainly

when inter-territorial compariscns are made,

The data do not include estimates for Zanzibar.
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PUBLIC AMD PRIVATE SZARES OF CAPITAL FORMATION T UCklDA.

-( MILLIONS OF POUKDS)

GOVZAIHEFT  AND
PUBLIC © PUBLIC AUTHORITY
TOTAL PRIVATE AUTHORIT® % GOVERNHENT=* A3 7 OF TOTAL
854 18.8 4,1 845 5,9 77«4
155 23.2 7.0 10,0 8.2 8S.5
iC86 21,8 3.4 6,0 763 61.0
1857 20,4 749 4.5 8.0 613
1258 19.6 7ed 4.0 8.1 61.7
1259 17«1 6,0 5.9 72 64,0
196¢ 17.0 6.1 4,2 6.7 64,1
1961 0 16.0 i 5.7 i 4ei | 5,2 64¢s
——— . A i [
f . ] d
1562 15.4 4.5 ‘ 5% ¢ A s T« 70,8 oo
#Including E.A.C.8.0., U.E.B 2nd U.D.C.

% Central

SCURCE: Uganda Annual Abstrects of Statistics,

and Local Government,




TABLE 3,

ESTITMATED CONDITICNS FOR DOUBLING PER CAPITA INCOME 1966-1981,

Condition,

i, Monetary GDP increases 8.4% p.a.
af'ter 1966, i.e, 4.6 times 1962-81

Real agricultural exports increase
5.0% p.a. after 1963, i.e. 3.2 tHmes
1962-81,

Agricultural export prices decrease

1% p.a. after 1963, i.e. to an

index of 88.5 in 1981 (1960-62 =
100)

Manufactured exports increase i
7% D.a. less £3 mil,decrease in i
copper, i.e. 5,1 times 1962-81., |

Government expenditures increase
7% PeBae, Le€s 3.6 times 1962-81

Import subsgtitution replaces

half of imports of food,
manufactured consumer goods and
intermediate goods, three~fourths
of construction materials, none
of vehicles, fuel, eguipment.

Capital formation increeases
to 32% of real GDP within
reriod of 2nd. 5-Yeazr FPlan,

Tax rates incrcase about 30% on
average within period of 2nd
5-Year Plan,

Implications.

at 2.6% Pu&o
increases

Population increases
Non-monetary product
at 4.7% D.a,
Monetary prcduct increases 19%
in 1963, 4% p.a.
1263~-66, both adjusted for
export prices,

Rate of increase is 25% higher than
actual averagze rate (at 1960-62
prices) from 1949/50 to 1862/63,
despite likely effect of Coffee
Azreement on quantity.

Rate of decrease compares with
3% Dad
1954-63, no change 1949/50~-1962/63;
assumes Coffee Lgreement stabilizes
prices on guota sales.

! Rate of increase approximeately

equivalent to £3 mil. every 4 yesars,
as 1954-58 and 1858-82,

i Rate of increase approximately

double that in 1958-62,
less than 1954-58.

somewhat

Substitution compares with almost
none 1954+-62,

Imports replaced are ebout £12 mil,
at 1262 level of GDP, £37 mil.
at 1981 level,

Share of capital formation compares
with 14% in 1962, 28% in 1955,
Required capital formation is
derived from relationships approx-
imating a cepitael-output ratio
of 3,0 and & retirement rate of
7% of GDP.

Increase for taxes other than
export taxes is about double
recent trends in effective
yields, and is hi_hest for
customs duties, next for indirect,
next for direct.

Incrcese for export taxes offsets
effect of falling prices.



tablLE 4,

ESTIMATED EFFECTS OF DOUBLING PER CiPITA TNCOME 1966 - 1981.
| esa foaser MR IECETGe nota (3)
(mil.£)(mil.&)  Of igg% Grovth (1) 1562 & 1981
GDP, monetary economy -106,.4 464.7 4.6 8.2 i
Real GDP® 105.6 (5B, 4 4,7 8.5
Agricultural product 49,9 170.5 5.4 6,7 a7 -55d
Fon-agricultural product 56,5 314.2 5,6 2.5 55 -~65%
Construction productb 3.9 51,0 13.2 15,7 4 =114
Manufacturing product 6.6 57,7 6.7 10.6 g -129
Services product?® 2.8 | 114.7 5.0 s.0 | 21 -24¢
Government prcductbc 13.4 58.98 4,4 8.1 12 -12¢
Transport product 7.8 31.9 4.1 7.7 7 - 6d
Gross investment I 15,4 157,9 10.2 (17.8)°
Construction ; Bed 83.4 | 11.2 E )
Equipment 7.1 64,9 1 9.1 :
Government investment 4,9 54,53 11.1 (18.8)°
Gross invest, Real GDP (14,6%) { (31.7%)
Real agriculitural exports§ 37.7 119.2 3.2 6.2
Lgricultural exports 38,5 105.5 2.7 5.4
Mflanufactured exports 5.2 19.4 3.1 6.2
1Mfd, import substitution? ~ 57,2
Food imports 5.2 11.5 2,2 15 - 98
¥fd, consumer imports 13.3 28.8 2,2 39 -238
Vehicle imports 2,6 12.1 4,3 g -10¢
Intermediate imports 3.8 11. 4 3.0 11 - 9g
Fuel imports 2.3 10.8 Lo 7 - 98
Construction mat. imports 1.6 4.7 2.8 5 - 45
Eoisment imports 4.9 44,4 9.1 14 -36&

Teble 4 continued next page.



TASLE 4 (cdnt'd)

T

;1962 1981 Ratio Annual Share of
. . of 1¢81] Rate of Total (%)
(mil.£} (2il.£)| 10 To6a| crowen(@ | 1962 & 1981
186281
J + 4
Total exports 44,7 125.0 2.8 9.6
Total imports 33.9 123,86 3.6 740
Balance: of trade (B - M) | +10.7 |+ 1.4
Imports/GDP (31.9%) {(25.5%)
Direct tax revenue 4,0 19.7 5.0 18 -17B
Exvort tax revenue 3.0 16.9 S5 14 —iéh
Customs revenue 7.7 43,7 5.7 35 —57h
Indirect tax revenue Tl 358.0 S.4 33 -52h
Govt.curment expenditure 22.0 7946 3.6 7.0
Total tax revenue 21.8 118.4 5.4 D3
Govt. saving (R-G) L- .2 j+ 5848 |
N E '
L ¥ ]
Govt borrowing (Igov-8aving) 5.1 ¢ 15,5 :
r X
Revenue /GDP (20.5%) [(24.4%)
Consumption & other R
usesl 58.2 245,8 4,2 7.9(5,9)9
Notes:
a, Agricultural exports at 1960-€2 prices.
« Projects continuing rise in share of value-added in value of
output.,
ce Includes public educational and medical services,
d. Share of GDP.
. bLpproximate rate of growth to 1971, assuming "steady-growth"
rate of investment attained then. Implies 1971 gross invest-
ment about £67, gov.investment £23 mil,
f. Deferred only for changes from 1962,
z. Share of total imports.
h. Share of total tax revenue.
i. GDP + M - B - I - G,
j. Approximate rate of growth to 1971. Implies 1971 consumption

about £98 mil. Note includes large increase in 1963,



