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Cotton prices were high for only two years, 1951 and 1952 when the
prige indig:s werce above 170, but since then price daclines have
been.morz gradual -comparzd to coffce pPides. Tea prices were a
little more steady, but then tea was not yet a major export crop
from Uganda: even in 1%@3 the value of this crop exported was just
&2 million.

The effect of price changes on the composition of Tanganyika's
agricultural oxports was a decrazase iw the relative importance of
sisal from more- than 58% of total vetlue of exports in‘1949/50 to
around 3A% in 1960-62. Crops which were now climbing up in.importance
were tea, meat, ¢-.shew nuts and cotton: and for thsse with the single
exception of cotton price changss were extremely favourable as compared
to sisal prices. Exports of robusta coffece whose prices were falling
just stagnated.

The effects of favourable price trends can be seen from the fact
that altnough Tanganyika had the highasst rate of growth of quantity
of agricultural exports of about 7% per znmum, it was in fact Kenya
.which had the highsst rate of growth of value of agricultural exports
(8% per annum), and incidentally of total exports. If the quantity of
Kenya'sagricyltural exports had not risen between thuse two dates,
then the value of her agricultural exports would have risen by about
25%, the price rise of he® agr?cultural exports. But since the
quantity of her agricultural exports went up by 135%, the value of
her agricultural oxports went up e¢ven by a higher percentage. This
contrasts with thz Tanganyika situation where the value of agricultural
exports in this period went up entirely under thz influence of
.rising quantities since her pricc index was 2t the same level in
1962/33Aa3»it had been in51949/50. In this case the increase in the
quantity of agricultural exports (14 is roughly eaqual to the
increase in the value of agricultural exports (153%). For Uganda,
however,. the valuc of her agricultural exports increased more slowly
than the gquantity of her agricultural exports (real axports).
This was due.to a 3% decline of her price index, which, when
supsrimposgg on a slowly rising tron® ®f quantities,_ resultgd in
an even slower: growth rate of values; anf since agricultural
exports ars.such a high percentage of total exports, total export
earnings were rising only very slowly. This can also Be gauged
from thz figures for total value of gxports in tables 14 and 1B.
In'1949/50 Uganda derived twige as much income from her exports as
Kenya, but by the sixtiscs their value of total exports was about
the same, and in 1962 Kenya's value of exports was 0,3 million above
Uganda's.. The y.ar 1962 was a very bad one for Uganda's cotton, and
in fact in 1963, Uganda's valuc of exports wend up again very fast,
due. to. favourable prices for robusta coffeec bud cven more to more
normal crop harvesis. The advantages, however of rising prices
and gqusntitics of zxports can be ssen if we try to compar: Kenya on
the onec hand and Uganda on the other; these have operated in Kenya's
favour to raise the value of her agricultural exports vory fast in
contrast to Uganda's:position.

D. Projections.

From the viewpoint of agricultural planning in Bast Africa
the information which is most urg.ntly required concerns prices of
the commodities which could be exported from this part, of the world.
This. is ®ecause for Imost commodities East Africa is only a small
produce¥ and she can ther:fore plan. tg exporj as much as it produsces
without affecting the price she recs“ves. Other things being =qual,
crops which ite®is now profitabls 14 export will even becom2 mora
profitable to export if their prices go up. In a world free from
plamning consntraints, produétion for export will be carried to that
point where marginal returns to factors are equalised as batween
domestic production and producticn for export.
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Thus wher export prices alter, there is a nced not cnly tc change the
composition of exports but also to shift factors ®etween production
for domestic markcts and production for export in search ¢f a new
equilibrium. If cotton prices fall, and other things remain the same,
then it becomes nacessary to reallocate some factors away from cotton
production %5 either another =xport crop or to crops for domestic
_usej; a certain amount of the factors will go to =2ach of these lines%
of production depending on the new cost-return structure.
‘ - seil
In this paper it will not be possiblz to hazard suggestiqns.
gbout the prcper allocation of rosources between production for equrt
and production for the home market becausc of the lack of informafipn
about net returns to factors engaged in agricultural procduction in
Kast Africa, large soale estate production cexcepted. For small-scale
farmers the only rcliable information we have concerning their
economic transactions 1 about their revenus from exportable crops
particularly whore the commodity is exported through a marketing.
board. What one can =ay is that perhaps too much emphasis has been
placed on production for export and that local profitable opportunities
have not been exploitad to the full: in warticular unexploited
opportunities still exist whose exploitation awaits the improvement
of Imarket facilities, communications, and a grecater Gesree of
cooperation with regard to agricultural matters interterritorially.(s)

.I£% however, foroign exchange is introduced in awpPanning

model as a comnstraint on development, then it is possible for

net retarns from exportst to diverge from those which could bes owtained from
domestic se1l23s.4in particular we can get a situation where resources

emplcyed in the production of export crops would have been more

profitebly employed in satisfying internal dzmand. In effect we

would We putting a premium om foreign exchange egrnings

in computing »rofitakrility of different prcjects because of the

limiting nature of foreign exchange on development., If forsign exchamge

targets are known what we have then to work out is the combination

of oxportable commodities which will enable us to achieve this

target with #he legst possible absorptien of resources, in which

casc consiacrations of prefitakility in industrics serving the home

market arc largely irrelsvarnt except where thg divergencce in returns

is really great. Information reguirsd fer such an exercise would

be the course of future costs of production of different crops on '-¢

the ong hand, and the prices at which these wvarious crops will be

sold. Projections presentzd in this paper are intended to provide

some tentative suggestions with respsct to the latter.

E., FAQ Projecticns.

By and large, agricultural export pricos on the world
market depend on two things: the forces of supply and demand and
institutional arrangemants which have got international repercussiors.
For instance last year's recovery in rcbusta coffee prices in
attributable in part to natural calamitics in Brazil'!s coffee
growing arzas and partly tc ti.e successful conclusion of the
Intarnaticonal Coffec Agreement., In frct the United Nations Trade
Conference which %00k place in Geneva early this year recommemendcA
that commcdity agreemonts wsre one of the methods of wasing the
forsign trade problzms of developing countries.

The following commodity notes are prepared maximly from FAO.
Docum:nts which have been published so far bearing on the suh)gctc((;‘5)(‘)
It govs without saying that if most countries draw up their plans |
follcwing these projections more closely, these prcjections will in
all probability be proved wrong. Projections cf suppliecs are the most
difficult tc make bccause these are gevernad by the way individual
countriss eventually shape their plans. It is pointed out, fcr instance,
in these pulications that if the slightly bright pricg -prospects for
tea should attragt many countriss tcwards this commodity it is likely
that an oversupply problom—couhd easily-—result_with prospects
turning out to be m»oor.
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Meat and Meat Pf;p@rations and Dairy Products.

Meat consumption is highly responsive to income and price chang
is, for instancs, assorted that consumption of meat has not yet reached
saturation point zven in North America. The United States has of
late become a net importar cf meat to about 2% to 3% of its total
consumption; and in Western Surope, Italy, the United Kingdom and
West Germany are expscted to increase their meat consumption pretty
fast. Production is unlikely to keop pace with demand in these
countrizs, and zven with inecreased supplics from France and the
Neth:rlands to the other Common Markst countries thore would still
be room for exports from third countrizs. The greatest obstacle to
increzased cxports frem third countriess will remain the heavy
levies  currently imposed on such imports within the Common Market
in order to protuct their own farmesrs.

Within the developing countrics themselves production is
expected to fall far short,of demand, and for this reason meat
prices are likely to rise since it is unlikely that thess countries
will be przpared to sacrifice th: foreign exchange reguired to import
meat from outside. It is intercsting to note in this respect that
Kenya which had succcoded in establishing an cxport trade in meat
over the last few ycars, not only to the outside world but also
within East Africa expects that her exports of meat and dairy
products in 1970 will be loss than what she exported in 196¢2. Meat
exports then will b2 worth £3.04 million against £3.26 million .in “
1962. The fzll in dairy products will be more striking as the value
of these exports is expect:d te fall from £2,16 million in 1962 to
£0.47 in 197@. The explanation given is that incrcased home cognsumption
is likely to raduce the supplies availaBle for export even if
incrzased production materializes. These two arc ths only major.
items under the Kenya Plan whose export lesvol is likely to be
below that of 19e2.

This makes mecat the brightest spot in the fiald of.
agricultural exports so long as institwtional barrisrs to intemnational
trade can be reduced. It will in fact be beef followwd by poultry
meat which are likoely to esnjoy these favourabl: price conditicns.

The most appropriat: form in which to export the bsef would bz as
canned or hightly procasssed meat, but tariff pclicies in most
developad countrics discrimimate against processed meat. There is

also a tendency to discriminate against fresh meat at the same time

on account of disease, so that thore is some room here for negotiaticns
and reform,

The market for dairy products is likely to be rastricted
to internal consumption because of the very nature of the product
itself, but outlets in neighbouring countriss could becom> signifcant
inssuch commodities as butter, cheess and powdered or canned milk if
communications as well as trade relations were improved. As with meat
the demand for dairy products in devaloping countries will largely
depend on changes in incomas, whereas - for the developed countries
the main determinants will be population growth as well as income.
But the dbmand for dairy products in developed countrics is @lmost
cartain to be met from their own sources.

Thesg price forecasts are gquite consistent with Bast Africa's
experience sketched above since meat was one of the commodities
wh#eh had enjoyed rising cxport prices over the last few yoars,
even if we rocognise the fact that this item is an agglomeration of
many tvpes cf meat.

East Afriecas Plans.

For the region as a whole the United Nations Special Fund
has agreed to sponsor a livostock development plan. In Kenya a
shortfall of bcef cattle is expccted as a result of a, fall in produc—
tion by settlers. The Kenya Meat Commission expzcts a shortfall of
26,000 hcad of cattle by 1966/67, and it is for this reason that a
Range Management Division has.been established in the Ministry of
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COFFEE

A situation of over-supply has characterized the world
coffee economy since about 1955.» This surplus situation is
"eXpected to continue up to about 1970 when supply conditions
are likely, to have altered. In fact FAO projections do not
indicaete any further price declines between now and 1970,
while it is intimated that prices are likely to move upward
+f they ever change a2t all. This degree of optimism is bascd
on some factors which have emerged of late in the coffec trade.
The first is the damage suffered by Parzna's coffee areas
which may affect production for severzl years to come. This
in itself may induce Brazil to intensify her plans of
diversifying the economy. Secondly, in some of the Latin
American countries old and uneconomic areas are being abandoned
while at the same time no new large-scale plantings have
been undertaken in these countries of late. Most of future
production increases are expected to come from Africa.

‘

As far as the International Coffee Agreecement is
concerned, it will then either. have succeeded in reducing
surplus stocks and output or it will have been abandoned
because of the pressure which is bound to be brought to bear
upon it from both sides to the bargain. If it does nct
succeed in clearing the surpluses, it is hard to imagine
that consumers will be prepared to go on paying high prices
when heavy stocks continue to overhang the merket. On the
other hand if prices are allowed to fall, this is likely to
reduce the attraction of the Agreement to low-cost producers
vho will continue to be limited as to the guantity they can
sell even at these low prices; at the same time the high-cost
producers will find that they lose money whether they are
in the Agrecment or out of it. The low-cost producers are
mainly African countries, and compared to countries like
Brazil they are much poorer, and therefore their ability
to hold on to stocks for long periods is severely limiteds
this is especially the case when it is realized that the
Agreement is morec in the interests of the high-cost producers
who would have to be sgueezed out in the evert of falling
prices. Should the low-cost producers opt out of the Agreement
this is going to hasten 2 phenomenon which is btound to come
sooner or later: namely the reduction of production in high-
cost producing countries.

In view of these conjectures it is intcresting to have a
look at East African plans. Tanganyika intend? to nearly double
her coffe production from the 1960-62 average of 27,000 tons
to 49,000 tons in 1970 and to have increased it by 19,000tons
in 1980. No substantial increase in acreage is contemplated,
but the yield from existing acreage is to be increaszd
greatly by improved husbandry practiecs. It is also assumed
that prices are likely to go up by about 15% between now and
1970, which perhgps will refideet improvements in quality
rather than a rise in prices for the same grades.

Kenya was possibly caught by the Agreement on the wrong
foot . Her production was very low when the export guotas
were being fixed. Her present quota is a mere 30,100 tons
+t0 treditionazl markets plus 5,000 tons to tre United Kingdom.
In the Plan it is stated that current production is approx-
imatel; 000_tons, but_existing plantings will produce_an
shtina %37 otal exporta 1mvp—§zip7o,go% tons b%p197%. In
%%38 S1 uaylzn}K%ngg will need a lop OF bargaind g w1.§1n~

¢ Agreement before her gueota caf e ralsed 1ln order 'TO
accommodate most of this ‘increase. Her approach to further
planting ¢of coffee is also one of extreme caution end reserve,
as she Is not a member of the Intcrnational Coffee Agreement.
(Signatories to the Agreement are supposcd to enforce
restrictions on further planting of coffee).
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The dsmand fer sisal is likely to be sustzined by the desmand for baler
twine in Buropean countri:s and North America. Sisal being cheaper
than abaca therec is a tendoncy for the prices of sisal tc move in
sympathy with abaca prices, but sisal has the advantage that when

abaca prices rise pcople tend to substitute siszl for abaca, so that
during boom years sisal exports can expand substantially. On the cther
hand during psricds of low prices substitution is the other way. This
phencmenon has been most noticzable in Japan.

Uganda has nzver taken up sisal sericusly; the quantity
exported in 1€63 was abcout onzs-third of what it had bsen in 1951.
But wz now understand from ths President's Policy Speech two woeks ago
that in thz quest for diversification sisal production is to be
expanded in areas which have bewun found suitabla for its growth.(1e)

Tanganyika's sisal plaks are not very ambiticus. She is the
world's largest precducer of sisal, producing about 4 of the world's
output and so hsr vcelume of zxports could affect the world price for
this commodity. ©She intends tc increase her prcducticn by just 35%
above hsr 1960-62 average by 1970, and by another 30% by 1980. The
price rise she expects up to 1970 is however of the ordar of 30% and
a decline of abcut 11% between 1970 and 1988, One wonders whethor it
would not be bettzr to expand cutput 2van fastser in the first psriod
and take advantzgs of favcurable conditions whilc they last. Bven if

er cwn preduction will mean a fall in the export price, it is doubtful
whether the fall would be very great compared to the increase in sales.
This might be a better strategy than expanding production after 1970 by
when pricss will be falling - assuming of course that the price
forzcasts in the plan are fairly accurate.

Kenya plans on a mores ambiticus programme of sisal sxports than
Tanganyika although perhapS/aepends on the figures onz is looking =t.
Undzr t2bls e page 134 of the Kenya Plan sisal exports will risc from
£4.32 million in 19e2 tc £6.82 millicn in 1970. This cl:arly is not
ambitious. But on table 4% table 1. of ths same document the return to
sisal producers is expzctad to rise from £4.52 million in 1962 to
£8.50 millicn in 1976. Tihis could imply that more sisal will be
utilizsasd locclly within Bast Africa cr that sisal producers ars gcing
to be subsidised, or perhaps that the sisal will be transformed into
cther commoditics bafore being exported. No indication of any of these
possibilities being the czse can, howsvir, be found in the
Plan itself.

Conclusion.

This tentative summary ocutline of futurc outlook was intonded
simply to highlight some ¢f the most important factors which are
likely tc affoct the trading position ef the main crops exported from
Zast Africa. While its tentative nature must be kept in mind, it is
perhaps its linz of approach which it has got to commend to people
engagsd in planning in East Africa. More reliable information can
always be filled in as 2nd when it becomes available.






TABLE 2A.
KENYA: Changes in Total and Agricultural Exports in sclected sub-periods 1949/60 - 62/63,

1949/50(Av) 1954 1958 1962/53(Av. ) 1949/50-1962/63,

Tctal Exports £'000 14,073 20, 260 29, 300 40,873 - -

% Change from previous date - , 444 ,+45 . +39 +19@
igricultural Exports £'000 10,818 15,642 23,617 32, 044

£ Change from previous date - - +45 +51 +36 +196
Agricultural Exports at 1960-62 Prices £'000 13,275 14, 365 24,071 30, 876 -

% Change from previous date¥ - +8 +68 +908 +135

Price Index 1960-62 = 100 83 109 .08 104

% Change from previous date - +31 -1C +6 +25%

* Changes in this variable can be regarded as reflecting changes in the quantity of exports,
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UGANDA: CHANGES in Total =nd Agricultural Exports in selectsd sub-periods 1I939/80 - 82 /65

1949/60(4v.) 1954 1858 1982/658( v, ) 1948/50 ~ 19682

Total Txports £Y000 ?6;051 &0,E75 486,409 %4;556 §§ - _
% Chnonge from previous date | : +B6 +12 ;g . +a6
Apricultural Exports S'000 95;548 56;582 ‘40,8Q8 58;411 | -
% Change from previous date i +5% +]. 2 ;5 +6b
Agricultural Lxports =1 1960-62 Prices £'000 21;984 28,920% &1 ,428 56,869 .

b Change Tron previous date® ; +18 +21 4177 o +68
Pricc Indcx 196C-62 =~ 100 | 107 111 1.50 104 -
% Change fron previous date - + 58 | -‘-8 .:..20 . =)

* For notss sce Table BA,
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TABLE 20,

Total Exports £'000
% Change from previous date
Agricultural Exports £'000
% Change from previous date
_Agrieultural Exports at 1980-62 Prices £'000
% Change froﬁ.previous date

Price Index 1960-62 = 100

% Change from previous date

* Tor notes see Table ZA,

1949/50(Av, ) 1954,
21;501 36,251
- +69
17,080 27,954
- +64
15,882 24;281
; +53
108 115

; +6

1968,
41,707

+15
29,680
+6
52,466
+34:

oL

-21

TANGANYIKA: Changes in Total and Agrioultural Bxports in sslected sub-periods 1949/50 = 6R/63

57, 397
+38
43,221

+46

1962/63 (Av. ) 1949/5€.~1962/63,

167

163

149



o e



o — -,






TABLE 3D: EAST AFRICA: RELATIONSHIP BETVEEN PRICE AND
QUANTITY CHANGSS FOR INDIVIDUAL COMMODITIES

Conmodi ty Price Chenge Quantity Change
E High lMed. Low High  Hed, Low

Cotton : i(x,0)T T | x (U)

Sisal ‘ : (x,u,T) K,T (u)

Arabica Coffee : T k,{U) K,U m

Tea T KU K,U,T

Meat 1 T . K X, T

Hides & Skins : (%,0), U ™ ! K

Pyrethrun g K ; K

Cashew Nuts X K,T

Ground Nuts é E U, T U,T .

Robusta Coffee 3 ; U, U E

Wattle g (g)

Maize Unnilled ’ 1(K) X

Note: Brackets indicate negative quantities,



Year

1948
1949
1950
51
52
53
54
55
5¢
57
58

59
60

61
€2

Cource.
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COTTON ACREAGLS IN UGANDA 1e48-62.

Thousand Acres.
Total 211 Uganda

1,559.9
1,628.5
1,490.7
1,514.2
1,472.6
1,611.2
1,738.8
1,585.5
1,568.5
1,617.0
2,014.0
1,564.7
1,516.0
2,072.1
1,803.5

Annual Reports of Agricultural
Department.

Buganda

476.7
527.9
508.1
416.5
341.7
398.1
431.9
373.6
346.0
348.3
384.0
325.2
250. 2
458.9
277.9
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