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(v) 4if productivity had risen in Uganda between the two years,
but wages had .emained the same, then the productivity ratio
in 1963 would have been greater than 1.78, so invalidating
the argument that labour costs were higher in Kenya. To move
the productivity ratio up 0.1 times, productivity would have
had to have risen in Uganda betwecn 1963 and 1964 by 5.5

if wages in Uganda had in fact falled from a higher level in
1963, to the level shown for 1964, then the wage ratio in 1963
would be less than 1.96, again invalidating the argument that
labour costs were higher in Kenya. To move the ratio down
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would have had to have fallen by about 5%
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fallen in Uganda betwecn 1963 and 1964,
ratio in 1963 would have been less than 1.78,
confirmed the claim that wage costs were

could have ariscn - a fall in wages by about
productivity by 5.5 1in Uganda between 1963

and 1964.

To check these points against the facts would be difficult,
if not impossible, in the case of productivity. But if the
likelihooa of any fall in wages is discounted between the two years,
and bearing in mind that the most optimistic estimates of annual
increase in productivity arc put at 5%, then the ratio of 1.78 to
1.96 seems a reasonable working hypothesis.

The differcnce between the two ratios of 1.1804051 implies
a 9.02% disadvantage to Kenya in labour costs. Using the
breakdown of total cost figures given in Table I and postulating
various differences in total costs as betwcen Kenya and Uganda,
the following information can be tabulated as to the differences
in the composition of total costs under these assumptions.

TABLE TIIT

% BY WHICH COMPONENTS OF COST IN UGANDA EXCEED THOSE
OF KENYA GIVEN THE FOLLOWING TOTAL COST DIFFERENCES:

30% 20% _11% 10%
% P % P % P % P
MATS.  30.22 14.40 20.20 9.62 11.19 5.33 10. 8 4.85
LAB. 6.07 1.78 =2.09 =-.61 =9.43 ~2.77 -10.25 -3.01
0.F.P. 50.42 4.72 38.85 3.64 28.43 2.66 27.28 2.55
0.C. 66.73 9.12 53.91 7.36 42.37 5.79 41.08 5.61
30 20 11 10

The columns headed P in the table have been calculated by
taking the percentage differcnces in costs and weighting them
according the breakdown in Kenyan total costs.

It can be seen from Table III that the assertion that labour
costs in Kenya arc some 9.02% higher than in Uganda - based on the
differences betwcen the wege and productivity ratios-is fcasible
only when a 11% differcnce in total costs is postulated. A4ny
difference in total costs grcoter than this eventually implies
that labour is morc expcnsive in Uganda, while any smallcr
differcnce in total costs places the cost of Ugandan labour more
favourably than is Justificd.



added

The largest diccrepancy in costs occurs under the heading
'Other Costs', followed by 'Other Factor Payments' and then
fMaterials'. Having weighted these items by their relative
}mportance in total costs, leavcs 'Other Costs' as the most
important cause of the overall difference, but it is now closely
followed by 'Materials', with 'Other Factor Payments' least in
importance of the three.

With the 'Materials' element, it may be that the 11.19%
difference between Uganda and Kenya represents mainly the
transport disadvantage for imported materials, but also some
element of higher production costs in Uganda, as with cement.

It can therefore be considered as a fairly stable difference
around the 11% mark. At least two of the items in 'Other Costs'
are from Uganda's point of view going to Le subject to the same
cost raising forces as affect the 'Materials' group i.c. transport
costs. any further comment on the 'Other Costs' is not possible
duc to differencesin grouping in the two Censuses.

The concept 'Other Factor Payments' descrves elaborating.
Covering as it docs all paymcnts to factors of production, except
labour and dcepreciation, it corrcsponds to the accountznts
Trading Surplus concept. Its interest stems from the fact that
all other current costs having been allocated among the other three
costs groupings, it represents o maximum profit ecarned figure, and
expresscd as a Percentage of 'Work Done' renders it akin to a
maximum mark-up on turnover. 4s seen from Table I, this mark-up
is rather on the low side, and ccrtainly smaller then the percentage
found for manufacturing industry. There are two rcasons for this -
first that the degree of competition in the building and
construction industry is bound to be higher than in many or most
manufacturing fields where one firm monopolics are frequently to
be found, and second that the building and construction industry
is known to have becn operating at a low level of activity for a
nunber of years prior to, and during, 1963.

The Trading Surplus may be used in another way. If it is
assuned that the industries in both countries arc equally capital -
intensive, thcn it is also possivle for us to postulate that their
depreciation charges will be roughly the same proportion of total
costs. If, however, it is found that the percentage mark-up
diffecrs between Uganda and Kenya, then it can be inferred that
profits are higher in the country with the highcst mark-up. Should
the country with the lowest merk-up be the most capital intensive,
then the other country has thaet much greater a profit element in
total costs.

Looking at the productivity figures for Uganda and Kenya it
would scem recasonable to expect that at least part of the reason
for the much greater productivity in Kcnya could be attributed to
a more capital intensive production. Following through the argument
above on the basis that the mrk-up is lower in Kenya than Uganda,
then profits ia 1963 in Ugenda must heve been much higher than in
Tenya. Howcver, using the only method available of judging the
sapital intcnsity of production - labour as a proportion of value -
the figure for Kenya is 75.8148 and for Uganda 68.8546. This mecans
either that the Kenyan industry is less capital intensive than the
Ugandan, or that profits in Kenya were lower. Given that Kenyan
contractors have been encroaching upon the Ugandan market for the
past few years, then the point concerning relative profits seems
fairly well substantiated. But if ocne grants this, then what
accounts for the very great difference in productivity between the
two countries? The explanation must be in terms of differecences
between the two countries in human characteristics (firmly held by
many contractors in Uganda), the quality of supervision or
training of labour.



U

Of che four eclements of cost, 'Other Factor Paymcnts' arc
likely to be the most volatile depending as they do on the state
of the market. ZElimination of the cost difference uander this
heading - assuming the other items to maintain the same differences -
gives an 8% figurc for thc total cost difference between Kenya and
Uganda. This may be regarded as a norm, to the extent that the
other cost elemcnts are fixed in their differences over time.

This nobte, based on the Censuses of Production for Kenya in
1663 and Uganda in 1964, hes at*tempted to measure the alleged
discrepancy in building costs between Kenya and Uganda. A figure
of 11% against Uganda has been suggcested as fcasible, though it
should be borne in mind that a difference has been assumcd to exist
despite evidcnce to the contrary.

It should be emphasised that what has been calculated is the
difference in building costs in gcncral and not the difference that
might exist in a branch of the industry with a differcnt breakdown
of total costs amonz the four elements than has becn used here.

The argumernt has proceeded to suggest that profits in Uganda
have been in the past, if not today, higher than in Kenya.
Furthermore, if onc assumes that profits are a volatile element
changing with conditions in the btuilding merket, whilst the
differences in thc other celements of cost are more stable, then
a norm for the difference in total costs of 8% can be postulated -
which is much lower than seems to be implied by the volume of
comment on the cost disparity.

APPENDIX
KENYA: QUARTER NUMBER QTR. CEMENT.
4 7518 64659
3 9095 78221
2 9161 78787
1 8262 71053
34036

averagze number cmployed = 8509

The above table gives quartcrly employment figures for Kenya
calculated from ccment consunption lagged one period.

The average number employed in the Ugandan industry during
the course of 1964 = 7466

Using these averaze figures the following relationships
may be calculated.

Kenya Uganda,
W.ge per Employee  £207.7799 £143.3163
V.A. per Employee  £274.0627 £208.1435
Thus Kenya wages = 1.4497994 +times those of Uganda
prody = 1,3167007 " that " "

) The important point is not that the relationship is different
From that used in the text, but that it is in the same dircction
and of the same order of magznitude,

C. Vincent.
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