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Van Arkadie

Historically, in economies for which long series of dataare
available, there has been fluctuestion in the composition of gross
investment within a significent range. The most important element
of potentizl flexibility in the plan will involve residential
construction spending snd the provision of ancillary urban facili-
ties, Provision of urban living facilities is a highly cepital
intensive activity; in the economic development of Europe and
U.S.L. investment in housing involved heavy cumulative investment
althoggh this was also an clement very subject to cyclical instebi-
lity.

The East African econcmies it should be noted, currently have
a very low decrec of urbenization (even for cxample, by Vest Africen
stendards), The cities thet have developed during the rccent
decades havce been built up under considerzble public control over
the standerds of housing. In practise this hass meant that the
housing protlcm has been to some extent "swept under the carpet";
the aesthetic sensibilitiecs of the tom dwellers (mainly European
and Asian) have been satisfied at the expense of the creation of
peri-urban slums beyond the city boundarics, £ policy of restric-
tion of residential housing investment could only be sustained
through the transformation of the density of occupancy of existing
(mididle cless) housing and the acceptance of the expansion of exis-
ting slums both in the cities and in their present peri-urban
location,

Income distribution, savings and peyments flows,

The degree to which domestic resources and foreign exchange
is made avecilable for capital accumulation purposes will depend on
the rate of savings and the pattern of spending.  Any planning
decision to rcise the rate of savings involves the reduction in
resources at the disposel of individual members of the community
for current uses. Insofar as this is echieved by the restriction
of disposable incomes or the shift in income to those groups with
higher propecnsities to save, thc sevings problem is intimately
comnected with the question of income distxibution,

The task is scmetimes presented as involving the substantial
reduction in consumption standards in the interests of some distant
future generation,a postponement of welfarc received for long
periods of time, This is not true; the surprising thing is that,
if the simple crithmetic of the dynamic process is investigated, the
postponement of consumption dinvolved in sustaining high rates of
saving is not of a long duration. This is illustrated in diagreml,
which wes used for illustrative purroses in a discussion of the
perspective growth horizons for the Uganda economy. This diagrem
represents the following simple exercise. The "low growth path"
for product available for current uses is produced under the assuw=—
tion that cepital formation remains at its current low level during
the whole period considered (i.e. gross cepital formetion forms 135
of gross domestic product) while the "high growth" path shows the
impact of & nprogramme to raise capitel formation steadily from its
1963 level to the point where it is 30w of gross domestic product
by 1971. There is no absolute decline in resocurces available for
curient use and by the time the economy has achieved the high
growth rates of capital formation, consumption levels are at the
level which would have been achieved under the low groivth path.

From thet point the high savings effort can be combined with
rates of growis of consumption well in  excess of those which
would heve becn achieved under the low groith programme.
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