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(l) both consumption and investment expenditures. 







17- Using the ratios of orange of monetary parameters, indicated 
above, elasticity co-efficienti were • calc'ulated by the following method. 

' * Method of Calculating Elasticities 
Eas't Africa 1654/62 as an oxample, 

.If: 
g = annual average rate of gro'wth of GDP 
m = " " " " " " money supply 
i = ii • « M » tt .. i n d e x 0f debits to curre 

accounts. 
c = " " " " " " currency 
s = " " II n it II -time and savings deposit 

• • E = elsfsticity co-efficient 
then:-

(1) (1+g)8 = 1.43; 8 log'U+g) = log(1. 43) ; ^ r ' 
logd+g6) = 1/8 log(l.43); (1+g) = 1.045; , g" = .045 
(l+m)8 » = 1.10; 8 log(l+m) = log(l.lO); 
log(l+m? = l/8 log(3V1Q); (l+m) = 1.012; m = .012 
E = 'M = M ^ 

(2)- (l + i)8 = 1.89; 8 log(l+i) = log(l.89.); 
... log(l+i) = 1/8 log(1T 89)• (l+i) = 1.0Q3; i = .083 
. : e i / g 

(3) (l+c)8 = 1.20; 8 log(l+c) = log(l.20);'' 
log(l+c) = 1 / 8 log(l.20); (l+c) = 1.023; c = .023 

E c/m = ^ f f = 1^92 * 
* 

* 

(4)* (l+s)8 = 1.56; 8 log(l+s) = log(l.56); 

1og(1 + s) = 1/8 log(1.56); (l + s) = 1.057; s = .057 

E a/g . . U27 s 

18.. The resülts obtained by the above calculation are as shown 
beloitf. 
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VI. M3TH0D 0? ADJU3THTG1 THE ELASTICITY CO-EFFICIENTS 
18. I ä projecting the 1970 -monetary levels, two important assumptions 
were made: a) that the GDP grows at two prohahle ratos, viz., 5.7% 
and 8fo per annum (8); b) that two alternative rates of monetary 
growth are feasible: a low growth, assuming lewer elasticy co-efficients 
for the protection5 and a higher or attainahle growth; assuming higher 
elasticity co-efficients fpr the projections, . 

Low Monetär:/ Growth 

19. For the calculation of the low growth pattern, the 1954/62 
su>-period elasticity co-efficients were used with the following modi* 
fications; 

i. East Africa; no modificätions 
ii. Kenya: duj to the exaggeratedly high Sc/m co-efficient, 

I adopted the East African cne instead. 
iii. Ugandas none of the calculated lf54/62 elasticities 

were used in the projections. These elasticities as shown 
ahove were either exaggeratedly high, or like the Em/g, a 
negative figure. The Ec/m, although a positive figure, 
is in fact a product of two negative figures. Due to 
these anomalies, the East African elasticities for the 

^ same suh-period, are used in the projections of Uganda 
monetary growth. 

iv. Tanganyika; f o r Tanganyika, the Ec/m elasticity 
"co-eincient was thought to he abnormal and the East 
African one was adopted instead. 

High Pattern Monetary Grcwth; 

20. As mentioned ahove, the high or attainahle pattern of 
monetary growth was calculated assuming higher elasticity 
co-efficients. The calculatad elasticities used as the basis 
for the higher growth projections are those of the entire 194̂ /̂ 2: 
poriodl These elasticities were adjusted so as to lower the 
co-efficient of index cf debits to current accounts, representing 
the rate of 'monetary turnover, into the ränge of l.t to 1.1 
and to raise correspondingly the co-efficients of money supply. 
In the ca'äe of the elasticity co-efficients of savings deposits., 
the 1954/62®sub-period figures were the basis of the projections, 
raised by 10fo (as detailed below) to represent continued spreading of the 
practice of savings in this form. The detailed method used was the 
following. 

i. Bm/g and Ei/g co-efficients 

The idea of ad jus tm..;nt here was to raise Em/g and 
decrease Ei/g, so that: 

Em/g x Ei/g •= a constant 
Thus, in 1946/62, Em/g for East Africa was . 5 5 , while Ei/g 
was 1.28. 

.55 x 1.28 - .7®4® 
Now assuming that the future Ei/g could be reduced by 

(8) originally, GDP. was assumod to grow at 5% 7% psr annum; 
but an error was mado in ths calculation, such that cn recalculatio* 
the rates of 5.7^ and 8^ per annum were obtained. In contrast 
to these, I have calculated the annual average rates of growth 
of GDP(l959/63) and these are:Kenya: 4.6^ approx.; Uganda: 4% approx.; 
Tanganyika 1 yfo approx. With the excepticn of Tanganyika 
which is rather doubtful, it seems reasonable to assume the 
5.7$ and 8^ in the projection of future GDP growth. 
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VII.— METHOD OF PROJECTETG THE 1970 MONETARY LEVELS 
22. 'Having obtained the desirea co-311icienxs, i~th©n o-aloula^o-A-1970 
monetary levels. Using the alternative 5.7%-and 8fo rates of growth, the 
GDP. monetary figures were u^e^ as the „basis of the protection. Once the 1970 
monetary GDP figure was obtairied. I divided it hy the. 1962 monetary GD? 111 
order to get the average rate of increase over the entirs eight-year period. 
This rounclabout msthod was necsssary due to.the fajBjt that between 1952 ancL 1903, 
the GDP shpwed arv increase of approximately 20^ on the average. It was necsssary 't&en'-.TO'-include the potential effacts of the abrupt 1963 rise on 
monetary needs. The method used in projecting the 1970 monetary I J V JIS is the 
following. 

Example: East Africa5..?0 GDP growth, Hi/rh G-rowth monetary pattern. 

G D P
1 9 7 0 = G D P1965- ( l + r ) n' (l+r)n=(l.057)7"= 1.4774 

" = 476.6 x 1.4774 = £ 704.1 

^ GDP19.70/GI)P1962 = Ü r l = ^ 

(l+g)8 = 1.72; (l+g) = 1.0*0; g = .070 

ii. E , = .65; m = .65g = .65 x .070 = .0455 m/g 
(l+m)8 = (1.045)8 = 1.4221 
miS70 = £ 1 5 7 ' 8 x 1» 4221 = £ 196 

Iii. E ±y g = 1.09; i = 1.09g = 1.09 x .070 = .07630 

(l+i)8 = (1.076)8 = 1.7969 
il°70 = 3 5 1 X 1' 7 9 6 9 = 6 50 

iy E , = 1.00; 1.00m = 1.00 x .045 = .045 c/m ' 
(1+c)8 = (1.045)8 = 1.4221 

! 19*79 = £54 x 1.4221 = £ 76.8 

v. E , = 1.21; s = 1.21g = 1.21 x .070 = ..08470 
4 

8 - _ .8 (l|s)d = (1.085) = 1.9204 „ 
S1970 = £ 4 0 ' 2 x 1*9204 = £ "T7.2 

'S 
i 
S 





28. On th side of th.0. comms-rcial banks, there could be £4*~55 
millicn worth of credit with ä low growth. monetary pattern; nearly 
all of it associated with expanding time and savings deposits. On the 
other hand, thore would be £65~90 r;mlllion additional credit with a 
high growth monetary pattern, with only half in time and savings 
deposits(both c^ses using East African Figures). Such indeed 
would be a big boost of internal credit capacity than has even 
been in recent years. The commercial banks would extend credit 
either to the governments or to private concerns and individuals, 
and so doing, they would have played an essential rcle in the 
economic development of East Africa. 

. • / ' . ! .• ' . • . . . : . » • " « . 

99 
I am greatly indepted to Prof. P.G. Clark for his untiring 
assistance in the preparation of this paper. However, any error 
that arises thereof is, of course, my cwn. 

Bibliography ponsultod: 
1) East African Statistical Department: 

a) Economic and Statistical Reviews 
b) Quarterly Economic and Statistical Bulletins 

2) Kenya. Uganda and Tanganyika Statistical Abstracts 

3) The International Bank for Reconstruction and Development. 
The Economic Development of: 

1. Kenya, Govarnment Printer, Nairobi, 1962. 
2. Uganda, Government Printer, Entebbe, 1961. 
3. Tanganyika, Government Printer, Dar-es-Salaam, IJöt. 

4) East African Currency Board's Reports 

5)*E. Blumenthal, 'The Pressnt Monetary System and its Future', 
Government Printer Dar-es-Salaam, 1963» 

6) East African Economics Reviews, particularly vcl No.l June 
1962 

7) Annual Trade Reports, Kenya, Uganda and Tanganyika. 











I 

Appendix V 
(0) (1) 

ZA1-TZIBAR. 

(2) (3) (4) (5) (6) (7) (• ) (9) (10) (11) (12) (15) (14) (15) (IC) 

Year 

46 

Currency 
in 0ir-
latioii 
at 30th 
June 

10-1-7 
TfZf 
194 9 

1*900" 
19iT 
—1 -4, ! \ " ji V • > <0 
i'0f> 3, 

M 
V 

I0T6" 
TäöT* 
Tfefs" 
r4— 
TC&ö ' 
1061 19(p2 
— - H 

ComraerT Total 
cial Banks demand 
depo sit end of year t month, 

Money 
ßi¥)ly 

L » 

Ü „ .3 

Commercial' Conncrcdzl'Pos?' Total 
time de- 71̂ 1-,, 
posits/ . s a v i : 
e n d o f deposits year monthend nf 

year 
month 

0.4 
0.4 
0.4 
0,6 
0.7 

of ices Sav- N e ar 
money 

.ofiiW 

Post" Total Total' Comm'err Mono- .! M. G. j Valuct va 
?ff-| [ r f l o n4 Ci^vJ tary. "IC.P. 1 of .dd?e2 

j <1 Valuc V 
+ JL 

Ü72"~ 
0, 2 
cT.T" 
o~ 2" 

0 3 v j u 
0.3 

'y,m: 

757F 
n 

Vj o 
oTT 
"076" 

t - B ä ^ S S S ? 
near| ° u r 
monevren acooun 

1950= 1 00 

- factor cost 
bj( annual) 

49.0 
-17.7 
V,cf.~9 

60..1 
'.>0,0 

112.5 

126, 5 
J. C> ̂J $ 

0,6 
0.5 

"1.4 
T7S 
1, i 
T ~ T 

a • \mr7ü~ 
11T7o"~ 
ii¥Jgo" 

1.5 
1.5 

f tem-

Valuie ValuoL Visihle 

"TTTTCT 
-1 r> 

115.0 
110,0 

H o l 

- 0i of Of 
expoets total net 
annua! prxcee ton-

a n n u^xiort 
, annua1 

) ex-
ports 
~ (12 + 1 
annual 

. 7 
1.1 

4 
2,1 
4,3 

7,2 
5~*2 
5,0 
4,9 
TOT 
! 370" 
3.6 
~Ä . ü 
3,6 
3,2 

0.4 
0.3 
0 , 6 

0.6 
0,6 
0,0 
0, 7 
0,7 
0.0 
0. 9 
1, 9 
i„ r 
l7l~ 

balance of 
trade 

impor-fch ( annual, 
(annual) 14-15) 

2,1 
1.4 
2.0 

4,9 
6.1 
-.6 
7 „ 9 
6.0 
0„ 

2,0 
2.0 
2.7 
i.O 
3,9 
5.3 
5,2 

6,7 
6,4 

0, 0 
0, 
0,0 
n. a 

o „ 0 
'57er™4 

STTT 

X : . b 
0.0 
4,4 
n, a 

u.-. u 
5,3 

• / 

+ 0.1 
- 0.6 

+ OQS0 

- 0 . 7 
0.3 
1.0 

- 0 . 6 

f 2 0 

"571" 
0. o 
0,4 
07? 

- 0.2 
~~ö7e" 
+ 0 » * * 

n. 

Sources: see Bibliography 







Appendix JECX 
_ GROSS AVAILABLE CREDIT. 

1970,5*7!$ GDP GROWTH, LOY/ GROWTH 'MONETARY PATTERN. 
£'million 

Item KENYA UGANDA TANGANYIKA EAST AFRICA 

Currency 2.4 4.9 19. 7 17.1 

Demand Deposits 1.5 - 0.5 1.5 5.3 
Savings Deposits 6.7 9.5 8.9 59.3 

19 70, ®S' GDP GROWTH, LOW GROWTH MONETARY PATTERN. 
£' million. 

Currency 3.9 6.7 27.3 23.4 
Demand Deposits 1. 8 - 0.8 0.5 5.5 

Savings Deposits 9.3 13. 5 12.1 55.2 

1970, 5.7%' GDP GROWTH, HIGH GROWTH MONETARY PATTERN. 
£' million. 

Currency 7. 5 8.3 10.1 22.8 

Demand Deposits 14. 3 7.0 14.9 35.4 
Savings Deposits 13. 4 10. 9 10.2 37.0 

1970, ßfS, GDP GROWTH, HIGH GROWTH MONETARY PATTERN. 
£' million 

Currency 10. 5 11.3 13.4 30. 8 
Demand Deposits 20.0 9.6 20.0 47.8 
Savings Deposts 19.4 15.4 15. 9 51.8 

N.B. The territorial data do not add up to the East African 
figures. 




