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(1) Tboth consumption and investment expenditures.
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17.

Using the ratios of change of monetary parameters, indicated

above, elasticity co~efficisnté were calculatad by the following method.

Method of Calculating Elasticities

East Africa 1854/62 as an example,

If:
g = annual average rate of growth of
- 1" n L 1 1" 1"
i = 1" " n " " 1"
c = n 1" 1" L L 1"
s =. n u . ] " 1 1"
o *E = eldsticity co-efficient
then: -

(1+g)8 = 1.43; 8 log (1+g)

(1)

GDP
money supply

index of debits to curre
accounts,

currency

time and savings deposit

log(1.43); - e

1og(1+g3 = 1/8 log(1.43); (1+g) = 1.045; g'=

(1+m)® = 1.10; 8 log(1+m) = log(1.10);
1og(1+m5.= 1/8 log(®s10); (2+4m) = 1.012; m = .012
.012
E m/g = .-6-4—5- = 0.27
(2)° (1+1)% = 1.89; 8 log(1+i) = log(1l.89);
¢ . log(1+i) = 1/8 log{1.89)- (1+i) = 1.083; i = ,083
s . E i/g _—
(3) (1+c)8 = 1.20; 8 log(i+c) = log(1.20); -
log(1+c) = 1/8 1log(1.20); (1+c) = 1,023; -¢c = ,023
E C/m = "—%?__g = 1.92 7
. 8 ¥ )
(4) (1+s)” = 1.56; 8 log(il+s) = log(1.56);
log{i+s) = 1/8 log(1.56); (1+s) = 1,057; s = ,057
B s/g = e = 1,27 &

18..

below.

The restlts obtained by the above calculation are as shown
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VI. METHOD OF ADJUSTING THE ELASTICITY CO-EFFICTANTS

L8. In projecting the 1970 monetary levels, two important assumptions
were made: a) that the GDP grows at two probable ratos, viz., 5.7%

and 8% peEr annum (8): b) that two alternative rates of monetary

growth are feasible: a low growth, assuming lower elasticy co-cfficisnts
for the projecticn; and a2 higher or attainable growth; assuming higher
elasticity co-efficiants for the projections. .

Low Monetary Growth

19. For the calculation of the low growth pattern, the 1954/62
sub—-period elasticity co-efficients were used with the following modie
ficaticns:

i. Zast Africa: no modifications

ii. Kenya: du> to the exaggeratedly high Ec/h co-efficient,
I adopted the Bast African cne instead.

iii. Uganda: none ¢of the calculated 1354/52 elasticities

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

° same sub-pcriod, are used in the projecticns of Uganda
monetary growth.

for Tanganyika, the Ec/m elasticity

iv. [Tanganyikas: -
To—-e¢Ifxrcient was thought to be abnormal and the Tast
African one was adopted instead.

High Pattern Mon:stary Grewth:

20. As mzntionzd abcve, the high or attainabl: pattern of
monetary growth was calculatcd assuming higher elasticity
co—-efficisnts. The czlculatzd zlasticities used as the basis
for the higher grewth projecticns are thoss of the entire 1946/652 Rt
periodl These elasticitiss were adjusted so as to lower the
co—-efficient of index cf debits to currsnt accounts, represcating
the rate of monetary turnover, into ths range of 1.0 to 1.1
and to raise correspondingly the co-efficiznts of moeney supply.
In the ca%e of the elasticity co—-efficients of savings depesits,
the 1954/628sub-period figures were the basis of the projections,
raised by 10% (as detailed belcw) to represent continued spreading of the
practice of savings in this form., The detziled method used was the
following.

i. Em/g and Ei/g co—afficients

Th2 idea of adjustm.nt here was to raise Em/g and
decrease Ei/g, so that:
En/g x Ei/g = 3 constant
Thus, in 1946 /62, Em/g for Zast Africa was .55, while Ei/g
was 1,28,
.55 x 1.28 = .T7040
Now assuming that the future Ei/g could be reduced- by

(8) criginally, GDP. was =2ssumad to grow at 5% and 7% per =nnumj

but an errcr was madce in ths calculaticn, such that on rocalculation
the rates of 5.7% and 8% per annum were obtzined. In contrast

to these, I have calculated the znnual averags rates of growth

of GDP(1959/63) and these are:Kenya: 4.6% approx.; Uganda: 4% approx.;
Tanganyikas 9% approx. With tho oxception of Tanganyika

which is rather dcubtful, it scems reasonabl:z to assums the

5.7% =2nd 8% in the prcjection of future GDP growth.
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VITI.— METHEOD OF PROJECTING TEE 13970 MONETARY LEVELS
22. HAvVIng obtainad the dssired co—sII1cIBATS, I then caloulatod- 1370
monetary lavels. Using ths alternativs 5.7% and 8% rates of growth, the
GDP. monetary figurss were uged as the basis of ths projection. Once the 1970
monetary CDP figure was obtained, I dividsd it by the 1962 monstary GDP in
order 1o get the average rate of incrsase ovar the entire 31 hi-ys5r period.
This roundabout m3thod was necassary duz to.ths fagt that beiwssn 196< and 15703,
the GDP shpwed an, increase of approximately 20% on the avesrage. It was
necasssary “Bsn.ts include the poizntial effects of the abrupf 1963 rise on
monetary nesds. The m:thod used in projecting the 1970 monetary l:v:1ls is the

following.

Example: East AfricaiﬁﬁiGDP growth, Higsh Growth monetary pattern.

n n X
GDP, gpg = GDP, oo (147)7, (14r)P=(1.087)T = 1.4774
n = 476.6 x 1.4774 = £ 704.1
704 1 L. 79

PP 1970/%PP 1062 = Zo9.7

8
(1+g)” = 1.72; (1+g) = 1.090; g = .070

ii - . _ -
« By = +655 m= .65g = .65 x 070 = ,0455

(1+m)® = (1.045)8 = 1.4221

Mmigpo = £137.8 x 1.4221 = £ 196
iii, Ei/g = 1,09; i = 1,09g = 1.09 x .070 = ,L07630
.\ 8
(1+1) = (1.076)8 = 1.7969
i, 000 = 351 x 1,7969 = 630

iv Ec/h = 1.00; 1.,00m = 1.00 x .045 = ,045

8 8
(1+c) = (1.045) = 1.4221
1976 = £54 x 1.4221 = £ 76.8
v, E , = 1.21; s = 1.21g = 1.21 x .070 = .08470
¥
8 8
(1§s) = (1.085)° = 1,9204 ,
S;g7g = £40.2 x 1.9204 = £ ¥7.2







28. On th. side of the commercial banks, thore could be £48-55
millicn worth of credit with & leow growth monstary pattern; nearly
all of it associatsd with expanding time and savings depcsits. On the
other hand, thorz would be £65-90°million ~dditicnal credit with a
high growth monetary patturn, with only half in time and savings
depcsits(both cases using East Africzn Figurcs). Such indzed
would be a big boost of intarnal crsdit capacity than has aven
been in rescent ysars. The commercial bonks would zxtend credit
eithezr to the governments cor tc private concerns and individuals,
and so doing, they would have played an essential rcle in the
gconomic developmant of Bast Africa.

83
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Appendix V Z2u1TATBAR,

(0) (1) (2) (3) (4) (5) (6) (7) () (9)  (10)  (21) (12) (13) (14) (15) (10)
e e e e e - _ N s
) . \ | P
Yzar Currency |Commer- Total ICPmmerc1al Comuurci&JPosg'TOtal #otal'CQmMerr Mone-.'M.G.:V&lud Valud Valwe Valucl Visible
in Cir- |cial Money |time de- BREL gff4 mone c%al tary . AC.,F,! of Q fegr of of Palance of
lation Banks | quprly posits/ | goui, ices Moar [uppl anks exports total net trade
102 demand 1+?F) end of . Sove LUREY debit )
at 30tk de 'ts} 4 hdepos:u;s money neuflto curf~ factor ¢ ferme annual) ex- | imports ( annual,
June e year montheyny op moneyTen cost Pricee ton- ports |frmal) 14-15)
end o . : accounf{annual ) annuel, _* 2
ear year s t%y 195 véxport (12+1
_ fonth, month !G;_lglyo o 7 8= , annual annual
alile
+6 J 19,0 7 O, 4 201 2.0 + 0.1
1017 1 ; 27,7 1.1 (0.3 |1.4 [2.0 |- 0.6
1948 | o 50,9 2 fo.6 [2.0 2.7 |- 0.7
1949 _' T N 60,1 2.1 [0.6 .0 0.3
1950 | o 0.0 4,3 (0.6 l4.9 [5.9 1.0
2951 I 0,8 [6.1 [5.3 [+00&8
o T — —— ———
1054 11%,5 0.7 .6 5.2 ] 0.8
2963 o 7.2 0.7 |7.9 v 2.0
S T S S —— e — ] o e s
1?5% 15,5 572 Jo.e 6.0 0,1
Y S — —— ! -
VS PRI 5,0 0.9 D G, 7 0,8
19%6° I i - 1.9 (1.9 6.4 0,4
135% n (O 0,8 1.4 7T HeTo 1%.0 iﬂiﬁ? 1.1 SN E] Dol 0.7
Gi5s 1 T 0.4 0.4 vl L ETETTTT 11707 e 00 1.1 (5.0 |5, - 0,2
E o5 5 CTT .o LTHF00 5.0 (o | e T [TOTE
1607 B 0. o & |'¢.s | 1T ERSTRNICN (0.0 + 0, u
- — 1
1961 0.6 0.3 0.6 | 1.0 5.0 | 11,1 5.6 10.8 &4 fuew
1962 0.7 0.3 .5 | 1.5 148.0 3.4 |a.o |n.a  |5.3 n.
% _
")
Ssurces: see
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Epperdix VIT

_GROSS _AVATLABLE

1970,5.7% GDP GROWTH,

CREDIT.

LOW_GROWTH MONET.RY PATTERN,

£'millicn

Item KENYA UGANDA TANGANYIKA EAST ALFRICA
Currency 2.4 4.9 19.7 17.1
Demand Deposits 1.5 - 0.5 1.5 5.3
Savings Deposits 8.7 9.5 8.9 3943

1970, &% GDP GROWTH, IOW 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 13.95 12.1 55.2

1970, 5.7 GDP

GROWTH, HIGH

GROWTH MONET.RY PATTERN.

£' million.

Currency 7¢5 B.3 10.1 22.8
Demand Deposits 14.3 7.0 14.9 39.4%
Savings Deposits 13.4 10.9 10.2 370

1970, &% 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 13.9 31.8

N.B.

figures,

The territorisl data do not add up to the East African






