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Tanganyika has a nore diversified agricultural 
Organization relying for export crops on plantation-
agriculture to a auch greater degree than Uganda "but 
(also, in the past, having a more considerahle peasant jcontribution than in the case of Kenya. Although 
Tanganyika has "been a large importer from Kenya, it 
has not "been so dependent on Kenya for the Provision , 
of services, largely as a result"of the differing 
geographica! Situation. 

These distinctions will he developed in greater 
detail in the subsequent discussion. For the purpose 
of this introduction it will "be useful to set out a 
schematic design which encompasses the four possible 
"bases of sectoral demarcation. The combination of all 
four criteria allows for the possihility of sixteen sub-
divisions. Some of these logical sub-divisions are 
ohviously empty "boxes • (for example, traditional non-
African activities), while some are only of neglible 
importance* Eliminating and consolidating, the 
categories cet out in tahle 2 remain. 

In this list of "sub-sectors" one Classification 
is retained although it is currently of little importance. 
This is modern African agriculture. As agriculture 
develops the distinction "between cash crops agriculture 
with traditional methods and modern agriculture hecomes 
•vague". The development of settlement scheraes in Kenya, -
the transference of large scale farms intact to African 
ownership in some. cases, also in Kenya, the "beginnings . 
made with group farming in Uganda, these and other 
examples of isolate.d farmers adapting their techniques, 
all suggest that this is likely to "be an increasingly 
important elernent and that "between large scale commercial 
farming and completely subsistence cultivation on the other 
a continuum exists; development will increasingly populate 
•the area midway hetween the two extremes, 

The difference "between the three economies. derives 
from 'the differing relative importance of five crucial 
sub-sectors r African traditional agriculture for export-, 
non-African agriculture hoth for export and.domestic use, 
and non-African non-agricultural activities. The process . 
of development might he viewed as involving four kinds of 
movement from a,gricultural to non-agricultural, from 
export to.domestic, from non-African to.African and from 
-traditional to modern. The cross-currents involved in 
this process may well reverse the flow in particular 
directions; thus the shift from non-African to African 
agriculture in Kenya will involve some movement from 
modern to traditional. Also, at differing stages of 
development the direction of these movements may change. 
For example at the early stages a shift within the 
traditional sector will occur.with a growth in the 
relative importance of exports.. At a later stage with 
growth in urban populations the "balance- may swing "back 
in favo.ur of dorne s-tic food production. 

Finally, it should "be noted that -this set of 
classifications, which may well appear excessive, 
neglects a further distinction which is often seen as 
important is analysing development - that is the 
distinction "between government and private economic 
activity. If government activity were to he allocated 
within this fr-amework, in- the past it would most reasonahly 
fall under non-African activity; for the future, perhaps 
it should "be included under modern African activity. 
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II. SHORT-RUN INCOME DETERMINATION. 
The framework developed above can "be used for 

structural analysis which is insightful, "but which is 
essentially static. It provides a synoptic view of the 
diVision of product and employment between industries, 
the patterns of ownership, the relationship with the 
international economy and the distrihution of income. 
It does not, "by itself, account for the "behaviour of the 
economies over time. Macroeconomics is mainly concerned 
with growth and fluctuations in the economy. 

For the study of such dynamic prohlems there is value 
in the traditional distinction "between the long-run and 
the short-run. Such a distinction is always an 
approximation, in part arhitrary. In this case, for 
example, export earnings have "been a crucial influence 
on the short-run stahility of the economy and have also 
"been Strategie in creating structural change. Hais 
exercise therefore distinguishes "between the long-run 
and the short-run aspects of the same phenomenon rather 
than attempting to classify each variable into one or 
other compartment. 

Short-run analysis does not investigate the process 
of development. Rather, it is concerned with. analysing 
a particular aspect of the condition of underdevelopment. 
The obo'ect is to expose the determinants of economic 
activity during a period in which most of the conditions 
of supply are given. For practical purposes, this means 
investigating the factors influencing the size of domestic 
product within the year. This must largely "be an 
aggregate demand analysis. 

The creation of a theory of short-run income 
determination within an aggregate demand framework was 
the major concern of the last generation of economists 
in the developed, capitalist world» This is therefore 
a highly developed topic in modern economic theory. It 
has been developed very much with a particular institu.tional 
framework in mind, so that although the theory is extremely 
useful to the economist dealing with this aspect of East 
African economics, it must be applied with some care to 
the particular local environment. 

The first step in the discussion is to distinguish 
between those variables which may be treated as autonomous 
and those which are endogenous to the short-run model. 
An autonomous variable behaves independently, in some 
substantial degree, tö the other variables in the model. 
The values of the - endogenous variables, on the other 
hand, -are determined simultaneously with the other 
variables in the model. Some variables may behave 
independently of the current value of the other variables, 
but might be related to the value of variables in the 
model from a previous time period. Further, some 
variables will be partially autonomous, but will also 
be influenced by the cu.rrent valiie of other variables. 

There are four bases for autonomou.s behaviour in 
the East African Situation. The first, and most 
important, is the impact of international influences 
on East Africa. The seconcL is the influence of 
private decisions which are taken with a time horizon 
well beyond the current period. Long-time expectations 
will be partly influenced by current economic Performance 
but will also take account of much other evidence. 
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There are three different Channels through which 
export earnings influence the level of economic activity. 
These may he descrihed as the income (or direct) effect, 
and the fiscal and monetary effects. 

The direct impact of export earnings on the level 
of domestic incomes derives from the sheer importance of 
the export trade as a source of income. Not only the 
incomes of farmers but also those derivecl from the 
service sector are directly related to the level of 
export earnings. The immediate impact will "be increased 
through an expenditure multiplier, as consumption is 
adjusted to new income levels. 

The fiscal effect results from the dependence of 
certain government tax revenues on the level of export 
earnings. This will he the case particularly where 
export taxes form an important tax revenue source; this 
is mainly important in Uganda. In addition, the 
fluctuations" will themselves change tax revenues. In-
sofar as government spending is linked to revenues, that 
is insofar as the public authorities are attempting to 
balance budgets or restrict the size of the deficit, 
revenue fluctuations will be reflected, perhaps after 
some lag, by similar movements in government spending. 

Thus if the tax structure acts to stabilize private 
incomes, sheltering them from the effects of fluctuations 
in export revenues, it will correspondingly destabilize 
government revenues. Both of these effects were limited 
to the extent that there were stabilization reserves which 
were not a direct source of public finance. In this case 
part of the brunt of fluctuations in export earnings would 
be borne by changes in the liquidity of the marketing boards. 

The monetary effect results from the sensitivity of 
the domestic monetary system to international transfers of 
funds. Im export expansion is likely to be combined with 
a "favourable" movement in the balance of trade - Import 
expansion lags the export boom. This will result in an 
inflow of funds in the current account section of the 
balance of payments"which will, ceteris paribus, increase 
the liquidity of the domestic banking system. This 
creates the possibility of a more permissive banking 
policy. With a decline in export earnings the same 
effect works in reverse. 

In the .past, the most important financing activity 
of the local bahkihg system has involved trade, rather 
than industry, agriculture or government.0 Possibly 
an important part of the more direct effects of credit 
policy may therefore have been on inventory behaviou.r. 
It is possible that the general credit Situation has had 
some effect on other spending d.ecisions with a more 
important domestic impact. 

It should be noted, however, that the liquidity 
of the banking system also depends on transfers other 
that those generated by trade which, on some occasions, 

8." M.D. McWilliam, "Banking in Kenya 1950-1960", East 
-African Economics Review, June 1962. This article 
contains a'very informative discussion of the develop-
ment of commercial banking in East Africa in the 
'fifties. 



have quite dominated the financial Situation. Fioreover, 
the effects of changing liquidity on local credit pollcy 
depends on the response of the banking system to such 
financial movements. Over the period of the study the 
East Afriean commercial banks have been subject to wj.de 
fluetuations in their liquidity Situation, indicating 
that their credit policies have been far from automatic 
reflections of -international financial transfers. 

The discussion of the effect of export earnings 
Indicates that both Investment and government spending 
are not entirely autonomous variables, in part because 
of the possibility that they will both be Indirectly 
influenced by export Performance. Both of these 
variables are potentially susceptible to enough autonomous 
influences that It is worthwhile to investigate them as 
independent short-run determinants of the level of economic 
activity, 

A priori application of economic th'eory suggests 
that there are three main ways in which Investment may 
be influenced by other dornestic economic variables, 
Expectations of future demand conditions are influenced 
by recent experience of demand expansion. The level of 
current profits may influence Investment both because they 
are an. indicator of future prospects and because they 
provide an internal source of finance, The availability 
of external funds may also be a constraint on the realiz-
ation of Investment plans, 

Pew commentators would suggest, however, that even • 
in a.model of a closed economy these influences are likely 
to provide a sufficient explanatlon of the level of Investment. 
In East Africa there are quite specific reasons for supposing 
that explanations of Investment behaviour cannot be encompassed 
within a tightly organized model. There are a number of 
factors which can be identified, which are-surely Important, 
although they may not be measurable in practise. 

Private capital formation as measured in the official 
statistics, which ignore the highly important; peasant 
contribution, has largely been undertaken as the restilt 
of decisions by non~Af ricans., The expectations of these 
groups regarding their economic prospects have been 
strongly influenced by their Interpretation öf the course 
of political events, • For example, this was an important 
negative influence from 1960 onwards, : Reactions to the 
prospect of independence affected the v/illingness to re-
invest profits; decllnes In investmer.it activity were 
combined with an outflow of liquid assets„ Also, the • 
decline in expatriate residen.ee and expectations regarding 
future decline affected'prospects for both resident!al 
construction and the elaborate service facillties, the 
expansion of which had played an iipportant part- in the 
expansion of the 1950*3. : 

In addition, the dependence of Investment decisions 
on non--Africans c-reates the- possibility of some degree of 
independence from local liquidity constralnts„ Particularly 
in the case of direct Investment of overseas firms In East 
Africa the Investment' decision may create an International 
cash flow-for its own fjnance. -

Certain types of Investment are necessarily • 
substantially independent o? current conditio:^. "because their 
completion involves expenditures over a number of 
years. This is particularly true of public Investment 
in social overhead facilities. Social overhead prcjects 
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are also insensitive to immediate economic conditions 
because the returns are not measured in terms of short-
run commercial profits. The most considerahle example 
in recent years was the Owens Falls hydro-electric 
scheme. Railway expansion and road-huilding projects 
will have similar characteristics. 

Such sehernes are often financed in part "by special 
international loans and they are therefore, to a degree, 
independent of local liquidity constraints. However, 
if considerahle local funds hecome committed to covering 
the local costs of such projects their existance may reduce 
public Investment activities elsewhere. On the other hand, 
the Initiation of such projects may promote a subsequent 
stream of smaller ancillary expenditures. 

A further possible influence on Investment is public 
tax and tariff policy. Protection of domestic manufactures 
and the duty free Import of capital goods may rai.se the 
level of investment. It is possible that it merely causes 
a re-direction into the protected industries of Investment 
which would have been undertaken anyway. Nevertheless the 
potentiality exists that an Import substitution policy, by 
widening the ränge of Investment opportun!ties, does 
increase the total level of Investment. This is probably 
an important element in motivating the direct Investment 
by overseas firms. 

The impact of Investment spending on the level of 
domestic activity will be limited by the high Import 
content of investment spending. Thus at the first round 
of the multiplier process a considerahle part of Invest-
ment spending flows directly into the import bill. . The 
degree to which this is the case is partly a question of 
the balance of Investment spending between machinery and 
, equipment on the one hand and buildings and construction 
j on the other. Machinery and equipment expenditures have 
; a particularly high import content. As the two types of 
Investment good are in part joint inputs there are limits 
to the degree that the balance can shift between the two. 
The most important source of fluctuations will be 
residential construction expenditures. 

Government spending is able to act as an autonomous 
influence only insofar as there isa willingness to allow 
expenditures to move ind.ependently of revenues. In the 
past domestic borrowing sources have been limited by the 
small degree to which the Cu.rrency Board has engaged in 
fiduciary issues and by the lack of large holdings of . 
East African government debt by the commercial bahks. 

There were two sources of flexibility. Overseas 
grants and loans have been, from time to time, an important 
sources of public finsnee. Also, in the case of Uganda, 
surpluses generated in the past have created the possibility 
of current deficits. Overseas grants and loans have been 
parti^tlarly important in the case of Kenya, especially in 
financing the high level of government spending during the 
emergency. 

9. Paul G. Clark, "The Rationale and Use of A Protection 
Model for Uganda," Economic Development Research Protect 
Paper No.59, p.11-12. 



.Compared to'Investment, government current spending 
has a low Import content and, therefore, a correspondingly 
greater jmpact on the level of domestic activity. 

The impact of the exogenous variables on domestic 
economic activity depends on the size of the induced 
expenditure flows. Analysis of the process can. he 
completed, in principle, "by consideration of four 
different types of Parameter. These are propensities 
to Import and to consume, tax rates and parameters 
determining income dl s tri but Ion. Although the formal 
model is quite straightforward; the data required for demonstrating the Operation of the process is not so 
readily available. -Even In an avowedly macro-eccnomic 
study, none of these relationships shoulc: be considered 
at an economy~wi.de level of aggregation. 

Expenditures 011 Imports are an important leakage, 
in the circular- flow of domestic incomes because of the 
dependence of East Africa on imports as a source of 
supply for a Wide ränge of manufactures, 

The aggregate propensity to import will Vary with 
the composition of demand because of the Variation in the 
import content of different expenditures, -In East Africa, 
investment goods have a higher import content than 
consumption goods which in turn have a higher import 
content than government current spending and export 
commodities„ Even within these major commodity groups 
there are significant differences in Import content. 
Thus machinery and eqaipment has a higher import 
content than bulldings and construction, and durable 
consumption spending has a higher import content than 
non-durable spending» Also it may be that for some 
commodity groups the import content will vary according 
to whether the consumption expenditures originate from 
the African or non-African populations. — this is probably 
true of fooa consumption for example. 

In many lines the elasticity of substitution between 
domestic and imported products is necessarily low, because 
of the absence of domestic ca.pacity with the correct 
technical characteristics„ Where new plants are created 
and excess domestic capacity exists.. however, the 
possibility of substitution, even in the short-run, in 
response to relative price changes (e.g„ from increased 
tariff protection) must be considered. a serious 
possibility. In addition, some degree of substitution 
may be possible in consumer budgets, even where domestic 
and imported commodities do not meet the same apparent 
need. Despite these qualifications if a sufficient 
disaggregation Is attempted (e.gc along the lines implied in the previous paragraph); then a permissible approxim-ation would be to consider the propensities to import 
linear and constant In the short-run 5 Using such a 
crude assumption, rough but realistic estimates can 
be made of the values of such parameters. 

In considering consumption behaviour? dis-
aggregation to the point at which major income 
receiving groups could be identlfied is, in principle, 
desirable, In. practise, much can be suggested but 
little measured, That the spending behaviour of 
peasants, of urban workers, of expatriate employees and 

10. Clark, op» c, t. p„2 
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raiige of Variation» Although there is7 in some senses, a common destination, the starting points are so different 
that it seems unlikely that there is a Single appropriate 
route. 

One Solution would he to remove any teleological 
implications from the discussion and to provide as far 
as possihle an adequate description of the story to the 
present. This would he the respectahle course, Yet, 
insofar as ä legitimate concern of economists is public 
policy, such a course is not only inappropriate but is 
also unlikely to be achieved. The pattern the economist 
will impose on the available facts will be partly derived 
from a view, even if implicity, of the place those facts 
take in a sequence extending into the future, This will 
even be true of the most painstaking attempt at a purely 
empirical account. 

The method adopted here is to attempt to present 
views regarding future patterns, in order to enable the 
reader to understand the frame of reference the writer 
is using. However, in doing this, neither a theory 
of development of the type suggested above, nor a precise 
prediction of future course of events are offered. Rather 
there is a speculation regarding the ränge of possibilities, 
That is, there is an elernent which is neither a scientific 
hypothesis, in the sense that it is a precise Statement 
falsifiable by appeal to evidence, nor is it a dogma, 
predicting a necessarjr future course of events» Rather«, 
it provides various ways of looking at these econoniies 
which may prove useful, or not useful, as a contribution 
to future understanding of events as they happen. This 
is a much vaguer conception of the task of an economist 
which makes explicit and accepts certain ambiguities in 
the methods widely used in the study of development, and 
many other economic problems.. 

There are three different stages to which analysis 
of growth and development can be carried. Each is 
appropriate to a particular kind of question and each 
involves a different kind of analysis. These are; 

(i) The process of̂ jgroftĥ Ĵ akm/LJ?JL 
much" of the . 
Miong the features accepted as""con"stants" 
would be the propensities to consume of 
various income groups, propensities to 
import from particular types of expenditure, 
and the relative size of major industrial 
groups. The purpose of this exercise is 
to examine the mechanics of growth over-
periods long enough for growth to occiir 
but still too short to be subject to major 
structural change, 

(ii) The process of structural_change, Gz'owth 
v/ill itself indüce structural change, 
Differences in the income-elastlcity of 
demand for various products, differences 
in the rate of growth of domestic capacity 
as between industries, changes in the 

f character of the work force resulting from 
a new industrial structure, these and 
similar developments may be seen as a result 
of growth. . In addition, however, there will 
be organized changes in structure resudting 
from political activity„ Large and permanent 
changes in world market prices might also 
induce structural change. 
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(i 11) The social determinants of deveiop~,ent. 
Using the first two styles of analysis 
it is possible, for example, to discuss. 
the effect of investment on growth, the 
physical constrainst on the level of 
investment, and even induced changes in 
the level of Investment. But much of 
that discussion presupposes the existence 
of certain Important social factors., 
That Is, there must he some elements in 
the society creating new Investment 
opportunities, with a will to accumulate 
and the means of realizing such amhitions. 
In a more general sense, the origins of 
what J0an Robinson likes to call "the animal spirits of capitalism" (or for that 
matter "the animal spirits of socialism") 
might he sought. It is also important 
to examine the social Situation as it 
©ffects the lahour force and peasant 
farmer, and as it influences public policy. 

(l) GROWTH WITHOUT STRUCTURAL CHANGE,12 

•The first approach takes as its starting point 
short-run income determination process already descrihed. 
This analysis was substantially hased, in a modified 
fashion, on the Keynesian type of income analysis. 
Applied to short-run Problems, this type of theory takes 
the conditions of supply given and concentrates on the 
determinants of aggregate demand. The past generation 
of economists developed their theoretical discussion of 
economic growth by adding a supply side to this model. 
The Harrod-Domar model, the foundation upon which much of 
!this literature was bullt, allowed for two alternative 
l constraints on supply - the capital stock and the labour 
force. This model, developed for the analysis of growth 
under conditions of advanced capitalism, has also been 
used as the basls for simple planning models of wider 
application. Such models cannot claim to provide a füll 
explanation of observed phenomena, but they do have 
heauristic value in exposing critical relationships. 
They are based on the presumed stability of certain basic 
Parameters, such as a marginal propensity to consume and 
the capital output ratio in the Harrod-Domar, or the 
elasticities of an aggregate production function In the 
Solo-Swan contribution., 

A fundamental weakness in attempting to apply such 
models to developing economies over long perlods of time 
is that forces of structural change make it likely that 
elements which,•in some rough way, can be taken as 
Parameters in a developed capitalist society, are subject 

12. This section as it stands is incomplete, In that it 
does not expose the precise fashion In which the Over-
all constraints are determined by a number of the 
factors discussed. This exercise was partly under-
taken in my "Notes on a M0del of the East African Economy," Economic -Development Research Project Discussion 
Paper No.26. In that paper, however, the frame 
of reference was essentially that of a planning 
model rather than an explanatory model of past and 
current Performance. For the purposes of this 
paper the detailed mechanics of such a model seemed 
. less appropriate than the attempt to specify the 
distinctions between the types of - analysis as they 
apply in the East African case. 
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to changes which are integral to the process of development. 
However, even for times periods in which such changes can 
he neglected, or for situations in which growth is achieved 
without structural change, such models still suffer serious 
insufficiency. The homogeneous character of the economy 
and the ahsence of international influences usually hasic 
to such models render them quite inadequate for even 
limited applications in the East African Situation. 

In recognition of this inadequacy the attempt was 
made to develop sectoral classifications of the kind 
discussed in the first section of this chapter. Through 
these kincfe of distinctions,the heterogeneous nature of 
such economies is formally recognised and an attempt is 
made to take explicit account of the consequences. Al-
though such attempts often involve over-simplification of 
reality, and therefore, if applied incautiously, could 
mislead, they are distinct improvements on the models of 
growth in developed economies, Keeping in mind the 
qualifications already introduced at the outset of this 
chapter, a simple account can he attempted of the growth 
process with a number of the hasic structural parameters 
given (e.g. propensities to import and to consume.) 

Such a first approximation may he developed hy 
considering the fundamental limits on the growth on the 
supply side. From the discussion of short-run income 
determination, it is evident that two seperate constraints 
must he considered. Domestic production, outside of 
peasant agriculture, will he limited hy the size of the 
capital stock and the availahle lahour force in a similar 
fashion as that suggested hy models of advanced capitalist 
economies. In addition, hOYtrever, the satisfaction of 
domestic requirements through imports must he consicLered. 
The relative importance of imports suggests hoth that when 
there is pressure on domestic capacity it will he quite 
straightforward to Substitute foreign goods for domestic 
Output and, more important, there will he some needs which 
must he satisfied hy imports, limits on the expansion of 
which are therefore defined "by the ahility to import. 

Perhaps the simple st way to envisage the operation 
of these hasic constraints is in a planned economy in 
which the money supply can he adjusted to suit the needs 
of public policy. Then, if the planning authorityis 
pursuing an expansionist policy, the feasible rate of 
growth will he defined hy the hasic constraints. , However, 
in an economy which was substantially /unplanned, and in 
which effective demand was influenced hy the factors out-
lined in the second section of this chapters such a view is insufficient. It is necessary to expose some 
mechanism Pölich maintained a rate of growth of demand • 
which was consistent with the rate of growth of supply, 

For this purpose, two types of effects should he. 
distinguished. These are income effects and monetary 
effects. 

In a closed economy, if effective demand expands 
faster than supply, ultimately maximum output levels will• 
he achieved and increases in monetary incomes will re-
present increases in the price level, rather than 
expansions in real output. In an economy with unrestricted 
imports (i.e. except for the operation of tariff protection) 
insufficiency of domestic capacity will engender increased 
imports rather than price rises. There will he some 
degree of price rise, hoth hecause some needs are inherently 
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not to "be supplied "by Imports and also because the 
domestic price of the new Imports may well he marginally 
higher than the goods in existing use. 

One result of such a shift to Imports will be.to 
increase the propensity to import out of given expenditures. 
In practise, this will not happen abruptly at some domestic 
full-employment point, but will come gradually into 
operation as domestic economic activity increases. As 
a result of this, as the autonomous expenditure variables 
expand, after a point there will be a tendency for the 
multiplier effects to decline because of an increased 
rate^of "leakage" into the import bill. This effect on 
the income mechanism will tend to dampen the expansion in 
aggregate demand as domestic capacity is fully utilized. 
It is interesting to note, hovrever, that there will be 
counter-acting forces, because the very pressure on 
capacity will have a buoyant effect on domestic invest-
ment opportunitles. 

The monetary effect is more difficult to establish, 
because the influence of the domestic monetary mechanism 
is difficult to trace empirically and controversial in 
principle. Nevertheless the following argument is 
offered as correct in outline even if the strength of 
the effects are in practise debatable. 

In an economy in which the dome.stic money supply 
is adjusted independently of foreign exchange reserves, 
the ability to import will be limited ultimately by the 
supply of such reserves. A point will come at which it 
is impossible to pay for additional Imports.. This 
Situation often arises in developlng economies and leads 
to the imposition of exchange control. The East African 
experience, however, has been different from this. 
Exchange control, insofar as it has' operated, has been 
designed to control transfers out of the Sterling area 
and has not limited transfers to other Sterling area 
countries. On the other hand, the domestic money' 
supply has been linked to the size of foreign reserves. 
The liquidity position of the commercial banking system 
is intimately linked to the inflows and outflows of funds. 

Now, as the major exogenous.variables of the short-
run income model expand on the demand side they.will to 
some exten t provide foreign exchange sources; this has 
already been noted In the discussion of the short-run 
income determination mechanism. Exports generate 
foreign exchange directly. Investment decisions are 
sometimes associated with foreign transfers, when over-
seas Investment Is involved. Government deficit 
spending has mainly been financed by overseas loans 
and grants, again generating foreign exchange. • However, 
this does not guarantee that the expenditure generated 
will result in imports which are precisely in line with 
these additlons to reserves. If, in practise, the 
domestic expenditure parameters are such as to cause, in 
the particular Situation, an expansion of imports to the 
degree that they are financed by a reduction In foreign 
reserves, this would lead to a restriction in domestic 
liquidity. While there is no well defined relationship 
by which domestic liquidity can be shown to influence 
domestic spending in the -short-run, It seems unlikely 
that growth could be long maintained in the face of a 
continuing decline in liquidity -unless; the banking • 
system itself v<rere Willing to pix>vide-caritinuing^ finance 
for expansion. 
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To avoid confusion, this point requires careful 
formulation. It may be difficult to demons träte that 
in the short-run "banking policies have any effect on 
particular spending decisions. It has also heen true 
that the "banking system has heen Willing to cushion the 
economy against short-run fluetuations in liquidity. 
Horeover, even in the long-run -there will he consider-
ahle adjustments in the domestic monetary system, with 
the expansion of commercial "banking, the appearence of 
other financial institutions and a growing elahorateness 
of the credit strueture. Therefore there can he no 
expectation of a stähle velocity even in the long-run. 
Nevertheless continued economic expansion without a 
corresponding expansion in the money supply requires 
some combination of a falling price level and increas-
ing income velocity of circulation. The first 
possibility is limited in an open economy with a fixed 
exchange rate. 

Economizing on liquidity involves costs, even if 
there is induced Institutional change. Thus there is 
the possibility not only of the effects of high interest 
rates, but also of a direct liquidity effect on the 
willingness to invest and the "banks willingness to lend. 
Unless it is assumed that there is an infinitely elastic 
velocity of circulation the domestic money supply must. be 
viewed as a Potential constralnt on expansion. Strength 
is lent to the point by the size of Imports relative to 
total expenditures. If any significant part of the 
import bill were financed by cash outflows the cumulative 
effect would soon make a considerable difference to the 
domestic liquidity Situation. 

The picture which emerges can be stated in otitline 
form as follows. There are constraints on domestic 
activity described by domestic capacity and the ability 
to import. If domestic capacity is fully utilized, 
then it would be possible to transfer the sotirce of 
supply to the Import bill. This process is, in the 
underdeveloped State, assymetrical, because of the lack 
of domestic capacity in some lines of produetion. 

The maximum achievable rate of growth will be 
determined by the expansion of the constraints. Two 
Strategie factors determining the expansion will be the 
growth of export earnings (and foreign exchange transfer) 
and the expansion in the domestic capital stock. The 
produetivity of the capital stock, however, will be 
influenced by the availability of skilled manpower. 

Limitation of the rate of growth of the domestic" 
capital stock will depend upon the saving propensities, 
import propensities and the two basic constraints. As 
some of the Investment will generate part of its own 
foreign exchange needs, one apparent limit on the 
growth of capital will adapt itself to some extent to -
adjustments in Investment spending. It is therefore 
not possible to deflne a maximum rate of growth of the 
capital stock, dependent on a simple combination of 
Parameters, Ka la Harrod -Domar. 

On the demand side of the model the argument is 
quite dependent on the analysis offered In the discussion 
of short-run income determination. From that discussion 
it is clear that it would be unYd.se to attempt to 
incorporate- a predominantly endogenous Investment theory 
even Into this simple outline. 



- 20 -

Export earnings clearly play the key role hoth 
hecause of the previously identified importance as a 
straightforward demand factor and hecause of the 
additional role taken on as a determinant of the 
foreign exchange constraint. Export earnings are 
dependent oh agricultural Outputs and prices. Price 
trends are largely externally determined. For the 
larger scale commercial farming activity Outputs are 
likely to respond to price changes with lags depending 
on the production process and to expand over time as a 
result of investment decisions, expansion in manpower 
and improvements in technique not suhstantially 
different in principal from non-agricultural output 
changes. 

The incorporation of peasant farming into this 
account presents some difficulties. Peasant 
agriculture is important hoth as a prime source of 
export earnings and as a source of domestic food supply. 
For given externally determined price trends, the growth 
in export crop production will deternine the rate of 
growth of export earnings. * Moreover, the potentiality 
exists that the supply of domestic foodstuffs can act 
as a "break at some stage, either in the sense that a 
limit is placed on the degree to which lahour can he 
withdrawn from peasant agriculture, or hy increasing 
food import needs. In the period under consideration 
the second of these two effects can he neglected as a 
fundamental constraint,' although short-run effects 
derived from adverse climatic conditions have occurred. 

Although peasant output is important, its determinants 
are not easily treated with a Standard economic approach. 
It is not possihle to relate limitations on output either 
to an identifiahle capital stock or to a definahle aggregate 
lahour input. Peasant agriculture makes little direct use 
of current output, as typically measured, for purposes of 
capital accumulation. The method of Organization makes 
it difficult to identify the amount of lahour employed. 
Moreover, sensitivity of this form of activity to price 
changes has heen a subjject of considerahle dehate. For 
any treatment of future policy some headway must he made 
in analysing this type of activity despite_these limitations. 

(ii) Gro\¥th with structural.change. 
Development hrings with it not only a growth in Out-

put "but also changes in- the composition of production and 
expendi tures, movements. in the location and employment of 
populations and shifts in the direction of trade. A 
considerahle part of contemporary economic policy in East 
Africa is apparently, in the large, designed with a 
particular view of the structural change which will he a 
necessary feature of the next stage of development. 
Programmes of import substitution and industrial develop-
ment, for example, are partly justified "by the claims 
of industrialization for a Strategie role in creating 
development. 

Analysis of structural change has heen furthered 
considerahly hy the international study of industrial 
structure, such as that undertaken hy Kuznets and hy 
Chenery. A word of caution is in order, however, 
regarding the two ready derivation of analytical 
conclusions from the empirical accounts. In any such 
Studies there is a crucial idenficiation prohlem. For 
example, whereas there is an ohserved correlation "between 
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the level of development and.the degree of industrializ-
ation, the direction of the causal link is hy no means 
ohvious. 

In the Sast African case, the period covered hy 
fairly eomprehensive statistics (that is, since the 
early 1950?s) is not long enough to ohserve in-detail 
a process of structural change, for the evidence of the 
data suggests that during this period there was consider-
ahle stahility of structure. It is clearly the amhition 
of the local economic planners that during a similar period 
of time in the future there should he a transformation* far 
in excess of that achieved in the past, hut the likelihood 
of these goals heing achieved is very much a speculative 
matter, as has already heen suggested. 

The pattern of structural change during the period 
prior to the availahility of aggregate data can he 
inferred in part from the fragmentary Information which 
does exist and partly from knowledge of the structure 
during the period sufcgected to more detailed study. 
Mohilizing the availahle evidence, the following sketch 
may he put together. 

At the outset of the colonial period the area which 
now forms the East African countries might he descrihed 
as a numher of closed economies, with little economic 
communication hetween each other or with the outside world. 
In the closed economy there is an identity hetween output 
and the use of goods. Agriculture is, at this stage, the 
predominant activity and is associated with low incomes as 
hoth a cause and an effect - the area is poor hecause of 
the limited development of things other than agriculture 
(indicating low diVision of lahour and limited technique) 
and, on the other hand, hecause it is poor a large 
proportion of income is alloeated to the consumption of 
food. 

In terms of the Classification suggested in the first 
section, the whole of economic activity is traditional 
African, with the ahsence of cash crop production. That 
was the Situation at the outset of the colonial period. 
The Situation at the end of the colonial period has heen 
roughly descrihed in the earlier discussion of structure. 
The past development of the East African economies is, 
from one point of view, the story of the evolution from 
the former of these situations to the latter. 

The colonial experience, from an economic point of 
view, has a wide ränge of fascinating aspects. The task 
here, however, is not to set out a framework for a 
complete economic history, hut rather to•throw light on 
the origins of the current economic structure. For this 
purpose,-a highly selective interest is appropriate. 
This interest can he focussed under four suh-heads, 
covering inter-related topics: 

(a) . economic Integration; 
changing composition changing composition of demand; 
changing composition of supply; 
employment. 

(a) Economic Integration. 
Economic Integration in this case has two separate 

aspects; the domestic and the international. At the out-
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set of the colonial period, East Africa had neither a 
highly developed international nor intra-national trade. 
Division of labour was little developed - not inter-
national^, nor "between the regions of East' Africa, nor 
even within the immediate locality. 

From a political point of view, there was 
Integration into three states which, even if not as 
complete emotionally as adminlstratively, nevertheless 
represented a transformation, This transformation had 
its counterpart in a slowly developing domestic economic 
Integration. However, the growth of a domestic division 
of labour, with an.expanded Intra-national trade (or trade 
between the three countries),- over much of the period was 
a less important feature of economic transformation than 
the participation in an International division of labour. 
Indeed, at times it would seem that the area might be 
viewed as a number of regions, isolated from each other 
economically,'but each In turn integrated into a world 
market through the agency of international trade. The 
growth of domestic trade has followed the growth of 
international trade. There are numerous reasons for 
this, some of them perhaps implicit in the colonial 
relationship. 

Quite apart from an analysis of the particular 
circumstances, however, two general reasons help explain 
this sequence of development. The comments above regard-
ing the nature of a closed, poor, economy Indicate that 
although within such an economy there is little division 
of labour it is, taken as a whole, a highly speciallzed 
economy. It speciallzes in agriculture and poverty. . It 
is because everyone is engaged In agriculture that there 
is little basis for domestic trade. For the same reason, 
however, there is a basis for international trade, provided 
interest' can be shlfted to those crops which can find an 
export market. 

If, in addition, an expatriate Community is created 
through the attractions of a land alienation policy favour-
able.to their interest, the basisfor agricultural specializ-
ation is reinforced. 

On the demand side the pättern of specialization 
arises because the increase in wants, when it occurs, 
is not for those commodities already locally produced, 
which may still be met within'the subsistence system, 
but is rather for new commodities different in kind from 
the ränge previously consumed. . These new commodities may 
replace traditional commodities, but in some instances 
they may take the form of the introduction of needs not 
previously feit. The involuntary "consumption" of 
government services, paid for through taxes, might be 
viewed in this light. 

Trade does not only take place In commodities; at 
the early stages, the growth of domestic inter-dependency 
will be much more apparent In the growth of services,both 
ancillary to the emergent State and integral to the 
expanding international trade in commodities. The first 
important increase in the internal division of labour, 
therefore, does not take place through "the manufacture of 
commodities or through. domestic agricultural exchanges, 
but is rather concentrated In the development of commerce, 
transport and governmental services as speciallzed 
activities. 

This pattern is 'to-be compared with the colonial 







What is the importance of the changing composition of demand? 
By determining the size of local market s for particalar products it 
will determine both the changing pattern of Import dependency and also 
the evolving potentialities for the creation of domestic industries. 

(c) The changing composition of supplya 

The conposition of domestic supply can differ from the 
domestic demand through the Intervention of Imports and exports. 
At the early stages of develcpment there is a process afoot which 
creates and increases the deviation between domestic supply and 
demand. The process of industrialization and import substitution, 
begun at the end of "che colonial period, and the major ambition of 
policy in the immediate post-colonial erea, reverses this trend. 

Some of the patterns have already been outlined. At the out-
set, onto existing production an export cash crop industry is grafted, 
either in the form of peasant production or in an expatriate sector. 

Perhaps the most' important point of contrast throughout the 
colonial period between the three countries was in their differing 
patterns of agricultural development» Although this can be explained 
in part by the difference in climatic conditions creating differing 
potentialities, the nost important cause of Variation was the 
differing roles played by the non-African and the concomitant 
diff erences in agricultural policy, The differences in structure at 
the end of the period have already been mentioned, but alongside these 
there was throughout the historical development differing Performances 
and policies, As this Variation in the Organization of agriculture 
was mirrored by a difference in the demand for food products, the 
contrasts in the pattern of production were re~inforced* Ancillary 
to the agricultural develcpment there is a growth of transport and 
commercial services. which also meets domestic consumption needs 
through service of the Import trade., These services were provided 
to disproportionate degree by the Kenya economy not only because of 
the simple facts of geography but also because of the concentration 
of the expatriate Community in thaü country» 

A widening ränge of consumption needs will include some items 
inherently supplied iocally, particularly in the form of services. 
Even here, however, import content may be maximized, with the 
expatriate Community using overseas educational services and 
financial institutions. Nevertheless, there will be an expanding 
set of service industries, supplying local needs as well as 
servicing international trade„ 

The growöh of the production of commodities to satisfy 
löcäl markets may be seen as a result of two processes. There 
is a growth of manufacture of commodities satisfying nefeds 
previously met from local production of a subsistence or craft 
character. Manufacture is also undertaken o.f commodities 
previously supplied by the Import trade» 

In the former case it is^ of course, quite difficult to 
identify the degree to which an expansion in recorded Output 
represents a real growth in production and the degree to which it 
merely represents the monetization of subsistence production or the 
displacement of unrecorded local cash transactions* An interesting 
example of this has been the notable expansion of the brevang 
industry during recent years c A large part of the recorded increase 
in output must be displacing the more traditional brew, produced on a 
small scale and sold locally, che output of Tvhich has never been 
recorded in any accurate fashion» Likewise» the expanded domestic 
sales.of processed foodsiuffs (e,gc maize meal) must represent in 
part a process of monetization,, 
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Even though the production of beer, the sale of cement for 
housebuilding, the large-scale processing of staple foodstuffs; and 
so on, all to scsme degree exaggerate the growth in real output, 
their ezpansion does register the considerahle change in the 
character of supply. 

Insofar as such changes occur through the agency of the 
growth of fairly large scale Operations, they may be observed and 
recorded. What is much more difficult to record is the degree to 
which there has been an increasing division of labour on a small-
scale and quite local basis. Thus to the traveller in East Africa 
the sight of the tailor operating his sewing-machine is familiar even 
in the remote village. There is no pretens e that this kind of 
activity is measured in the existing economic statistics., and there 
is even less historical evidence regarding the growth of such 
specialization. The step from subsistence activity to local cash 
transactions, with the growth of minor repairs, specialized services, 
local beer brewing, maize milling, jaggery production, the employment 
of labour in hut-building, etc., is unrecorded. Even the current 
boundaries between subsistence and cash activities is not carefully 
identified. An important aspect of the process of economic 
transformation therefore cannot be chronicled with any accuracy and 
awaits the future attentions of some painstaking and ingenious 
historian. 

The process of import substitution results from a confluence 
of conditions. The market must have e:xpanded sufficiently to 
provide a market for anviable size of industry. An entrepreneurial 
element must be present, although this could originate from the 
public authorities. Also the local industry must either receive 
the natural protection provided by a high transport cost content 
or the defense of a tarriff. The latter is so important for most 
mass produced consumer goods that public policy is crucial element 
in the equation. The existence of the influential expatriate 
community in Kenya both determined the location of the most important ' 
industrial development there and provided the political influence 
necessary for the creation of protection. However,' because of the 
importance of the expatriate agricultural community it may be supposed 
that there were strict limits to the degree to which industrial 
protection could be mounted at the espense of agriculture,, 

The possibilities of import substitution exist initially 
in the consumption goods industries and in the production of 
materials for the construction industry. The immature state of 
the existing industrial structure limits the possibilities of 
producing intermediate goods. The initial stages of evolution 
of large scale industry therefore involve a very limited degree of 
domestic inter-dependence.. In some cases there may be a substantial 
degree of Integration within the new industry from a domestically 
produced raw material to a final product. More typically, 
intermediate inputs are imported.-^ 

A further possible avenue for structural change in the 
processing of commodities arises in the export markets. Outside 
of a limited ränge of food products, there is little evidence that 
this has been an important element in the past, as the major part of 
East African exports are still. shipped in a very early stage of 
processing. 

15. My paper for the E.A.I.S.B. Conference 1963-64 indicated the very 
limited degree to which even in Kenya, with far the most : 
elaborate industrial structure, there was yet much use of 

. domestically produced intermediate goods. The major exception 
is the case of building materials. See "The Structure of the 
Kenya economy" B. Van Arkadi: E.A.I.S.R. Conference 1965-1964^ 
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foreign trade is modified, The degree of economic - inter-dependence 
in the domestic economy will increase, as the industrial structure 
becomes less agricultural. 

In addition to the changes set out, speeifieally related to 
the industrial and employnent structure, there will.he certain 
institutional effects -which may be important in changing the 
behaviour of the economy but which cannot be subsumed under these 
categories. 

The most important Till be change in the political framewark, 
which will effect the behaviour of government spending, the tax 
structure the public regulation of economic activity and the 
character of the financial institutiens. All these changes will 
influence the behaviour of the economy, although in a direct sense 
they involve no necessary change in the industrial structure. 

, A further influence of potential importance Is the change in 
the ownership of assets. In a very direct sense this is associated 
with change in Organization in agriculture, where land ownership is 
such an important determinant of organizational forms. Outside 
agriculture ownership can be important, particularly in determining 
the susceptibility of financial and investment decisions to externa! 
influences and the reactions of resident alien communities. 

(iü) The social determinants of development. 

Even when flesh is added to the skeleton set out in the 
preceding pages, there is still a sense in which such an account 
will seem depressingly incccplete as an explanation. The 
discussion is mechanical and descriptive - a response to exteraal 
stimulus is described rather than explained. There is a point at 
which economic analysis seems to stop in treating the differences 
in response to epportunities available in the various development 
situations, which leaves.it, in the last analysis unable to explain. 
why in one Situation an epport-unity Is seized whereas in another it 
is neglectea. 

Indeed, to those involved In other social studies, It may 
well seem that the essence of economics is to avoid the profound 
problem by assunption, so as to apply high-powered analysis to 
trivia. To ask why one economy is lüely to develcp and another 
not is to involve not only the methodological difficulties already 
suggested, but will also lead to perilous adventures beyond the 
boundaries economists now choose to set for themselves. Such 
adventures are within the tradition of Schumpeter, and even Adam-
Smith, but are slightly suspect in contemporary academic economics» 

The scepticism has a legitiiaate coirpcnent. The study of 
whole social systems demands a breadth which few possess, the 
absenc'e of which leads the student into a naivety about subjects 
outside his purely professional conpetence. Moreover, in 
practise the achievements of those economists who have made the 
attenpt have not been encouraging. This is the case with the 
recent work of Everett Hagen, while the work of the Harvard 
entrepreneurial school of economic historians is of interest, 
it hardly achieved the ambitions goals its leaders' häd~lir7Hind. 
The classic debate over the relationship between the potestant 
ehtic and the rise of capitalism was mainly the concern of 
historians, sociologists and theologians. 

Nevertheless, even if the economist is probably ill-
qualified to undertake the major work in this field he must at 
least attenrpt to take account of the judgements and understanding 
of those better equiped. This will be much .more necessary in some 
areas than others. In the broad perspective being attempted in 
this study interest is not so much on the diversity of beha^rlour 
to be found within traditional African society, rauch of interest 
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to the anthropalogist, as in the factors of pervasive enough currency to ' 
influence the overall performance of the economy. 

In last Africa, it is h'oth true that there were differing 
reactions to the possibilities of change, of introduction of new crops,and 
adoption of new patterns of living heyond those which can he explained 
hy variations in the form of the external stimulus. More, some degree 
of generalization may he possihle, in a rough fashion, ahout the quality 
of the East African response as compared to that in other societies fac-
ing a s'imilar colonial experience. Similarly, the role of alien cul-
tural mincrities, the impact of nationalism, the energence of an urhan 
population and of local trained elites- all these factors have had, or 
will have profound effects on the possibility and the pattern of deve- ' 
lopment. Even if the economist does not address himself to the study 
of such questions per se , aspects of their influence intrude into his 
hasic data. Inevitahly, however, this part of the study will he about 
that which the economist feels least secure and most dissatisfied with 
the results. ' 

Insofar as the social and political factor is treated it is 
most apprcpriately introduced as the analysis proceeds. At each point, • 
the social and political influences on economic behaviour can be suggest-
ed. However, particularly in addressing an audience outside East Afri-
ca, unfamiliar with the basic facts of the local circumstance, it is 
appropriate to provide an outline of some ofthe major characteristics 
which are of underlying inportance in summary form. ¥hat is the appro-
piate form of such a summarjr? An initial basis for distinction is 
partly chronological. The tradiditional environment, the colonial 
experience and the nationalist response could provide suitable head-
ings. . . 

There is a teirptation to treat the traditional environment as 
a given, probably essentially similar in operation as other traditional 
societies and possibly to be sübsumed under some quite straightforward 
model of economic behaviour. There are four reasons why such a course 
should be avoided. 

There is interest, per se, in extending awareness of the diver-
se character of traditional forms of economic Organization. Possibly 
the term "traditional". itself is a misnomer, in that it suggests a 
prejuclgement of crucial characteristics. 

In the East African economy there is a considerahle area, as 
indicated in the discussion of conteurporary structure, in which the 
traditional continues into the present. » 

The traditional forms will also have influenae on the pattem 
of modern development. The Organization of agriculture, the labour 
market, the degree of economic and social mobility, the availahility of 
domestic savings .and entrepx-eneurial talent - all of these may continue 
to be influenced by the character of the traditional society even though 
it is in the process of transformation. New institutions created to 

- serve the needs of development may be (and indeed should be) influenced 
by the existing institutions. 

Finally, in a nationalist context, the traditional society, 
or, more exactly, contemporary interpretations of its nature, may be of 
ideological importance. 

The diversity of tribal Organization in pre-colonial East 
Africa suggests that generalizations regarding the traditional society 
are inappropiate. If the categories of the - anthropologist are relevant, 
for example, then the tribes of East Africa would have to be divided 
between a nurriber of different major headings. A detailed appreciation 
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of this diversity would be relevant for an analysis of different 
regional patterns of development and is always useful as a guard 
against simplified generalizatIon. Xet the following quotation from 
Aidan Southall suggests that there is enough uniformity, particularly 
in contrast to certain other traditional societies, for a characteriza-
tion of the traditional social system to be appropiate: 

. "Main characteristics of the snall society are subsistence 
economy, Simple technology, absence of written records and literature, 
very slight occupational specialisation and correspondingly little social 
stratification, hence high homogeneity and solidarity. Most African 
pecples conformed to this model before the colonial era, though there 
were significant borderline cases. 

"The ancient state had a literate elite, however small it 
might be, highly specialised arts, crafts, political and ritual roles, 
wide divergences of wealth and clearcut social stratification. The 
ancient states of India, China, Egypt, Mexico, Peru and many others 
were of this type. Although the Situation appears to be changing 
rapidly, this distinction is far from irrelevant to the present 
because the two types of Society still offer significantly different 
problems for economic development, if by this we mean sustained econo-
mic growth resulting from the efforts of the pecple." 14 

What insight does this broad Classification give into the 
problems of economic growth? It is clear that there is no straightfor--
ward identification of each model either with a particular pattern or 
•with ease or difficulty of achieving growth. 

Thus the "ancient state" might be able to use its existing 
urban development as the basis for the emergence of a modern economy and 
find, within its clear-cut social stratification,the basis for an effec-
tive class Organization of industrialization. 

An entrepreneurial class might be recruited from one of the 
traditional classes and the unequal division of income and wealth might 
provide the means of capital accumulation. Possibly such a society 
might more easily accept the wide class differences derived from the 
functional specialization of an industrial society. 

On the other hand, resistance to social mobility, concentra-
tion of economic power in the hands of groups who might be the qpponents 
rather than the harbingers of change and a functional specialization 
based on tradition rather than a technically determined division of 
labour might also be characteristics of such societies. 

By contrast, the model of the small society suggests a greater 
social mobility and a greater openness to foreign influences. The 
absence of existing national consciousness or of classes extending be-
yond the tribal boundary means that when, at a later stage, an orga-
nized effort for national economic development is made it cannot build 
simply on traditional Institutions and, loyalties, although on the other 
hand it Is not faced with a nationally based Opposition to change. 

Because the "small society" is not coincident with the modern 
state, it is difficult to mobilize particular Information for the sub-
ject at hand. Arguing by analogy from the characteristics of the tradi-
tional societies to the behaviour in the modern state is not^usually 
successful. Although the character of the modern state when it emerges 
will be conditioned by the nature of the traditional societies incorpo- -
rated, it will not be some copy, writ large; 

14. AIDAN SOUTHALL "How Economic Growth Begins" EAER June 1964* p.23. 
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It in consideration of patterns of agricultural development 
that awareness of the character of the traditional society is most valu-
ahle. Here, in many parts of East Africa, change has occurred hy graft-
ing new forms on the traditional structure. Vhile the new urban working 
communities and the emerging elites will enherit something of the tradi-
tional 15 they are essentially creating the new, cperating in an environ-
ment with little in common with that of the traditional society. On the 
other hand, change in the rural Situation consists of modification, of 
varying speed and pattern, in an environment which retains many of the 
traditional characteristics. Here, the differing character of response 
is strongly influenced by the traditional institutions. The diversity 
persists, for the processes of transformation have only been at work for 
but few generations; indeed in some areas, some might claim that they 
have yet to be feit at all. 

Because the development of an urban proletariate is still 
underway, the urban labour force can be descrihed in terms of a continuum, 
varymg from the established townsman, born to the city life, to the new 
arrival, still with his major stake, both emotionally and economically, 
izuthe .̂ -ural society. Ühderstanding ©f the behaviour of the labour force 
in the eitles, the availability of labour and the demand.for jobs, and 
the degree of commitment to permanent urban employment, depends there-
fore on an appreciation of the rural environment from. which much of the 
urban population has yet to make a complete break. 

Some suggestion of the relevance of the colonial period has 
already been made. In the East African case there is an interesting 
covparative element, already suggested at many points, in \7hich the 
boundaries between the three East African countries assert themselves as 
relevant divisions from the point of view of economic study. The three 
countries present unusually different stories of colonial administration, 
for countries in such close proximity and with much in common in so many 
other ways. 

Retrospectively, one of the most important gifts of the colo-
nialists was to create a national consciousness and a modernizing arnbi-
tion in reaction to it. 

In the East African experience, it might even be suggested that 
the strength of the nationalist rection and the degree of national unity 
is in proportion to the negative character of the colonial experience. 

The period now arrived witnesses the impact of that nationalism 
on economic policy. At the same time there is a slow emergence of national 
class es and urban communities which will, in the long run, provide the more 
solid realization of the national consciousness, which currently seems pre-
carious when in conflict with the prior loyalities to tribe. The pulls 
and stesses on economic policy in these new states will be on the one hand 
tribal and regional, representing the traditional loyalties, and on the 
other, class oriented, representing the interests of new social groupings. 

15. For example it is often argued that the obligations to the extended 
famiiy of the new recruits to the elite will ameliorate the effects 
of the inequalities of income resulting from the continueance of the 
colonial salary structure. Although this may be of considerahle 
synbolic significance in bridging the gap, casual evidence suggests 
that it Is of only marginal quantitative significance. 
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In this Situation, the rise in influence of the new classes may well 
precede the rise in their numerical inportance, "because of their Stra-
tegie location in relation to the institutions of the state. Alongside 
this growth of sectional interests, the emergence of national parties 
might represent an independent and powerful influence particularly 
because of the immature nature of the development of nationwide classes.I® 

Because so much of the business Organization has come in the 
past from the alien communities, which can hadly be expected to play 
the same role in the future, much of the success of the development 
ambitions of the new governments will depend on the emergence of an 
alternative source for this ingredient. Experience elsewhere suggests 
that this is more than a question of trained personnel., for it requires 
an ambition for, and conception of new economic ventures vigorous enough 
to maintain a momentum of Innovation and change In the society. There 
is no- necessity that this should come from a private source. Indeed, 
the ideological commitment to a one-party state and some (admittedly 
ambiguous) form of socialism would suggest that the party and the state 
could both make their contribution. But for the political mechanism 
to play that role it must have the personnel, as much as the private 
sector. While the fight for Independence has created the parties, 
the struggle does not seem to have been the kind to provide the commit-
ted cadres, diseiplined and purposeful, which could use the party to 
create an economic revolution. The ambition is there in the sense 
that the vis Ion of the new society is part of the public ideology but 
it has yet to be demonstrated that there are, in practise the human 
resources to translate the ambition into practise, either in the 
trained personnel in the state, or in the cadres which. emerge from the 
qperation of the parties. 

Once again East Africa offers some interesting contrasts. 
However, with the passage of tlme both the political and the economic 
problems seem to become more similar, indicating ' that these' 
countries share their futures even more than their pasts. The combi-
nation of the ambitious develcpment programme with the one party state 
suggests a mutual justification- the one party state as necessary for 
mobilization and the ambitious programmes resulting from the drive of 
the party. Agalnst this, it might be argued that the paucity of the 
political cadres and the very limited structure of the state might 
make such an evolution premature, with the risks that the disadvantages 
of one-party government might be experienced with the reward of the 
claimed mobilization efforts. In such a Situation the political 
institutions might become a barrier to develcpment. Even the defendors 
of one-party mobilization for development must aämit the possibility of 
the premature one-party state. 

Yfhereas the economist must turn to the anthropologist and 
sociologist for help In understanding the influence of the traditional 
society, he must äraw on the support of the student of politics to 
aid his under standing of many modern develcpment s. 

The previous points have suggested that a critical factor 
in the future is likely to be the ability of the party to carry out 
Its objectives. The character of those objectives is also likely 
to be important. It has already been suggested that the parties 
ruling these countries will be, in principle, strongly committed 

16. Henry Bienen is currently working on the role of TANU in 
Tanzanian develcpment. It is to be hoped that as the political 
Situation develops in Kenya and Uganda similar studies will be 
undertaken of those countries. 



- 34 -

to development as an objective. G-iven that general commitment there is 
a wide ränge of possible ideological Variation. This is important to 
recognise, for the commitment to development is still essentially one of 
principle and has not yet, for example, been translated into major econo-
mic sacrifices in furtherance of the objective. 

This is a point at which concern is very much with the future. In 
East Africa, as much as any place, there is often a gap between the pub-
lic ideology and the real commitment to that ideology as exhibited by 
practise. There are potentially three ways in which ideology may influen-r. 
ce development in the coming period. 

The degree of commitment to development and the disciplined apparatus 
to translate that coiamitment into practise will determine the willingness 
of the public authorities to sacrifice other, often more immediate, objec-
tives in the interest of development.* 

Ideology may also influence the character of the development which 
is being attenpted; it may have a significant effect on the choice of 
development strategy. The role of industrialization, for example, may be 
strongly influenced by an ideological commitment which transcends the 
simple weighing of costs and benefits. This will be particularly true of 
the relative role assigned to public or private activity and to African or 
non-African interests. 

Pinally, given a strategy, the detailed means chosen to pursue that 
strategy may be influenced by ideology. Direction of labour, freedöm of 
trade unions, willingness to expropiate underutilized resources - at these 
and similar. points the policies available to the public authorities will 
be defined partly by the ideological commitment of the government. 

The role of politics can be so pervasive that it seems unlikely that 
a satisfying explanation of structural change could be achieved without 
alloYJing for that factor. The evidence that does exist of a wide ränge 
within which East African economic judgements seem to be predominantly 
pragmatic, may suggest that. this is not yet a dominant influence in 
changing the direction of development. Eor the future, it may be other-
wise. 



TABLE 1 MONETARY G.D.P. AT FACTOR COST AND TOTAL DOMESTIC EXFORTS, 1954-62, in £'million. 

KENYA. 
Monetary G-.D.P.(A) 
Domestic Exports (ß) 

3% of A 

UGANDA. 
Monetary G-.D.P. (A) 
Domestic Exports (B) 

of A 

TANGANYIKA. 
Monetary G.D.P. (A) 
Domestic Exports (B) 

B^ of A 

EAST AFRICA. 
Monetary G.D.P. (A) 
Domestic Exports (B) 

B% of A 

1954 1955 

112.5 134.7 
20.5 25,7 
18.1 19.1 

92.8 102.0 
40.6 41.9 
43.8 41.1 

79.1 81.8 
36.2 36.2 

45.8 44.2 

284.4 318.5 
97.1 103.8 
34.1 32.6 

1956 1957 

145.2 154.2 
29.0 26.4 
20.0 17.1 

102.8 109.4 
40.4 45.9 
39.3 42.0 

89.3 92.9 

44.9 39.4 

50.3 42.4 

337.5 356.5 
114.3 111.7 
33.9 31.3 

1958 1959 

155.5 161.8 
29.3 33.3 
18.8 20.6 

106.3 107.7 
45.4 42.1 
42.7 39.1 

97.9 106.2 

41.7 45.3 

42. 6 42.7 

359.7 375.7 
116.4 120.7 
32.4 32.1 

i960 1961 

175.3 176.8 
35.2 35.3 
20.1 20.0 

110.5 111,7 
41.6 39.2 
37.6 35.1 

114.4 113.5 

54.9 48.6 

48.0 42.8 

400.2 402.0 
131.7 123.1 
32.9 30.6 

1962 (1963) 

180.0 
37.9 43.8 
21.1 

106,4 
37.6 51,5 
35.3 

51.2 63.6 

Source; Statistical Atstracts of Kenya, Uganda and Tanganyika. 


