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sinply plays the same relative role as in the past, the high-growth 
ohjective implies that the public sector must utilize ahout 20% of 
total product for capital formation, while the private sector would' 
he responsihle for utilizihg 12%. Investment hy the Central Govern-
ment itself would have to increase from £5 million in 1962 to £23 
hy 1971 and £54 hy 1981, 
15. The importance of the public sector has both advantages and 
disadvantages. The major disadvantage Is the tremendous responsi-
hility it places on the Shoulders of the public authorities to 
organize large Investment projects, to raise tax revenues rapidly 
and increase the hudgetary contribution to development investment, 
and to tap energetically both foreign and dornest!c sources of 
lending for development. The advantage is that the public sector 
is more susceptible to planning control than the private sector. 
In particular, the tremendous levels of public Investment implied 
hy this Programme will require public authorities to extend their 
activities in new areas, and will place a Strategie responsibility 
on the Shoulders of the Development Corporation and any similar 
organizations created in the future. 

16. This leadlng role for public Investment still implies a dramatic 
expansion of private Investment compared to • the recent past - fron, 
ahout £5 million in 1962 to as'much as £22 in 1971 and £52 in 1981. 
Indeed in drafting future five-year plans it may be tempting to east 
the private sector into a bigger role, hoping that It will undertake 
a larger share of Investment activlty than has been achieved in the 
past. This night be justifiable if practicable policies can be 
devised which could realistically be expected to call forth such 
efforts fron the private sector. On balance, however, we feel that 
it would be over-optinistic to expect private domestic and foreign 
Investment to be the main engine of expansion. It should he noted, 
for example, that Uganda will be competing for foreign Investment 
funds with many other countries who themselves will be mounting 
anbitious development programmes» The specific role of the private 
sector can only be hamnered out In the preparation of the five-3rear 
plan, but our general presumption Is that if private Investment can 
be expanded.at the same rate as public Investment It will be a 
considerable achievement„ 

17. In this section the effect of the high growth goals on the 
strueture of the economy are analysed. The method used Is to apply 
the growth and capital formation objectlves to a Statistical pro-
tection 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 see them. There are four ma^or 
elenents of development strdtegy which we wish to emphasize. 

(i) The effect of the high investnent effort on the 
economic structure__ 

19. High levels of Investment not only expand future capacity to 
produce, but also have an effect on the composition of current out-
DUt, 

As investment expands as a proportion of total product, so do 
those industries which manufacture Investment goods. The effect of 
the high Investment in the case of Uganda will depend on the degree 
to which the Investment takes the form of construction and building 
or machinery and equipment. 
20. Many of the basis inputs of the construction and building 
industry are älready produced in Uganda. For example, cement, sone 

* See P.G0 Clark,"Rationale and Use of a Protection Model for 
Uganda", EDRP 39, 10.7.64. 
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such borrowing over four times hy 1971, and.ov.er .tan .t.inejs hy 1981 s in üne with the expansion of1 government Investment, so a much 
larger share nust he fin-anced fron taxes, It-should he rememhered 
that public corporations in.the Industrial" development field will 
also he heavy "borrowers, particularly fron foreign -sources, through-
out the period. Even after füll exploitation of the scope for 
fiduciary monetary iscue and possible econony in foreign exchange 
reserves,. the main-emphasis nust be on tax revenues. 

(iv) Agr I 
31. The agricultural sector will not keep pace with the overall 
growth of-the econony; there will be relative shlft away from 
agriculture as a source of Outputs and incomes. Nevertheless, the 
planned rate.of growth of agricultural Output must be higher than 
the rates recentljr achieved. A 6.7% annual rate of growth in mone-
tary agricultural product is suggested, Within the agricultural 
sector there will be .a slow but steady shift awajr from clependence on 
export markets and toward the domestic market. 
32. Although this decline in the relative Importance of agricultural 
exports as an income source will be persistent, and cumulatively 
will change the importance of agricultural exports from about a third 
of overall gross domestic product to less than a quarter, the rate 
.of growth in the volume of agricultural exports must still be some 
25̂ ö higher than the long-term trend. Agricultural exports nust 
continue to be the main source of foreign exchange earnings, whieh 
form the means of acquiring the nachinery and equlpment for industr-
ial expansion, as well as the most direct way of raising incomes for 
the bulk of the population. 
33. Any prediction of prospects for agricultural export earnings is 
nade difficult by uncertainty regarding future export prices. In 
the past Uganda has suffered greatly fron declining prices in her 
export narkets. Part of this experience resulted from the adjust-
nent fron the very high price levels of the Korean War commodlties 
boom, and future price decllnes are unlikely to be of the magnitude 
experienced in the mid-1950's«, However, it would be foolhardy not 
to nake a suhstantial allowance for future price decllnes. The 
adjustnent nade here Is for a 1% decline in agricultural export 
prices per annum. 
34. Future returns from agricultural exports are dependent not only 
on the behaviour of world prices but also on Uganda's success In 
adiusting her Outputs to fit changing price conditions. If agricul-
tural Output expansion can be biased toward products with firmer 
price prospects, the resulting revenue Performance may be expected 
to be more favourable than in the-past, in which Uganda has been 
notably unsuccessful In making such shifts. -"Agricultural plannlng 
will therefore be concerned as nuch with influencing the composition 
of Output as with expanding the total physical volume. 
35. An important elenent of .possible future structur.al change which 
ought to be investigated further is the changing character of 
agricultural inputs. Uganda has in the past nade only meagre use 
of fertilizers, insecticides, and agricultural machinery. Sharp 
changes in these patteras would have an effect on the future Import' 
"blll, snd night increase the possible ränge for local manufacturing, 
particularly of chemicals. 
36. The shift toward domestic markets in the agricultural sector will 
come partly as a result of the increased demand for agricultural 
inputs in the manufacturing sector (e.g. the growing demand for 
cotton for local nanufacture) and partly 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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TABLE Ö.1, 
CAPITAL FORMATION AND GROSS DOMESTIC PRODUCT -

EAST AFRICA, 1954 - 1962» 

'ear Monetary Gross 
Domestic Product 

Gross Capital 
Formation 

£ million 

Capital Formation 
as percentage of 

G.D.P. 

1954 286.2 75.7 26.5 

1955 320. 2 91. 7 28.6 

1956 337.3 90. 8 26. 9 

1957 356. 6 90.1 25.3 

1958 359.8 82. 3 22.9 

195 9 375.7 79.2 21.1 

1960 400.3 83.6 20.9 

1961 404.0 74.0 18.3 

1962 409. 7 75.6 18.5 

Sources: This table is based on the official estimates 

available in the Annual Statistical Abstracts for Kenya, "Uganda 
and Tanganyika and from the East African Statistical Department's 
Economic and Statistical Review. Capital formation does not 
include subsistence activities, for which an estimate is offered 
In the Tanganyika accounts. There is some difference in defini-
tion of capital formation in the accounts of the three countries, 
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 comparisons are made. 

The data do not include estimates for Zanzibar 





TABLE 3. 

ESTIMATED CONDITIONS FOR DOUBLING- PER CAPITA INC OME 1966-1981. 

Condition. 
1. Monetary GDP increases 8.4% p.a. 

after 1966, I.e. 4.6 times 1962-81 

2. Real agricultural exports increase 
5.0^ p.a. after 1963, i.e. 3.2 11ms: 
1962-81. 

3. Agricultural export prices dficrease 
i/o p.a. after 1963, i.e. to an 
index of 88.5 in 1981 (1960-62 = 

100) 

4. Manufactured exports increase 
7% p.a.less £3 mil,decrease in 
copper, i.e. 3.1 times 1962-81. 

5. Government expenditures increase 
7% p.a., i.e. 3.6 times 1962-81 

6„ Import substitution replaces 
half of Imports of food, 
manufactured consumer goods and 
intermediate goods, three-fourths 
of construction materials, nona 
of vehicles, fuel, equipment. 

7. Capital formation increases 
to 32% of real GDP within 
period of 2nd. 5-Year Plan. 

8* Tax rates increase about 30% on 
average within period of 2nd 
5-Year Plan. 

Implicati ons. 

Population increases at 2.6% p.a. 
Non-monetary product increases 

at 4. 7% p.a. 
Monetary product increases 19% 

in 1963, 4% p.a. 
1963-66, both adjusted for 
export prices, 

Rate of increase is 25% higher than 
actual average rate (at 1960-62 
prices) from 1949/50 to 1962/63, 
despite likely effect of Coffee 
Agreement on quantity. 

Rate of decrease compares with 
5/o p.a. 
1954-63, no change 1949/50-4962/65; 
assumes Coffee Agreement stabilizes 
prices on quota sales. 

Rate of increase approximately 
equivalent to £3 mil. every 4 years, 
as 1954-58 and 1958-62. 

Rate of increase approximately 
double that in 195 8-62, somewhat 
less than 1954-58. 

Substitution compares with almost 
none 1954-62. 

Imports replaced are about £12 mil. 
at 1962 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-
imatiüg a capital-output ratio 
of 3.0 and a retirement rate of 
7% of GDP. 

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

Increase for export taxes offsets 
effect of falling prices. 






