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Uganda's Plan For Growth and Development:
An Analysis ¢f and Preliminary Reflections on Work for Progress

Uganda's ‘work for Progress complete the advance of East African
states into the presentation of comprehensive, ambitions plans with fairly
definite macre and sectoral tergets and directed toward economic develop-
ment including change as well as growth., As with Tanzania's 1984 plan
and Kenya's 1966 (with apoveared a fortnight earlicr), Work for Progress
is the first fully post - independence plan and the first formulsted
on the basis of national governmental goals and development ains as
opposed to those of external study groups <r terminal colonial regimes.
Work for Pregress may, at the same time, represent a further step: its
formulaticn began from and its fingl versicn is heevily influenced by
a quantitative analytical model of the Uganda eccnomy (see P.Clark
Development Plannirgin Eas{ African, Bast African Fublishing House for
EATSR, 1965, Chapters IV and V). While the implicit model deriveable
from the Tanzania Plan is similar (Glark, Chapter VI) and that of the
revised (nct the 1964) Kenya Plan may be, neither attempted to use a
macro — sectoral interrclationship rodel as a guide to micro - formulation
and consistency - feasibiliiy tests.,

Wwork for Progress bears the marks of haste in the final stages
of formulation and harmonization. Iacro and sectoral projections needed
for implementation and deriving from stated or presumptively available
data are absent. INore important sevaral problems of accurancy and
consistency arise on examination of the guantitative tergets (see
Tabular Appendix), These weaknesses are the result of the sudden less
of one chicf economist (Dr. W.J. Lissowski)and his replacement by
Dr. B. VanArkadie who undertodimajor revisions in the then existing
Working Party Report - Draft Macro Programme calculations and interpre-
tations. While extremely serious - at least potentially - these
inconsistencies do not spring from basically faulty enalysis nor do they -
at this point - present insurmountable barriers to implementatien.
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Work for Progress is far from being Uganda's first development
plan - that could be dated to the 1920 Economic Development Commission and
certainly not later than the 1946 VWorthington Plan. Nor is it the first
plan presented by the present Uganda People's Congress government, the
First Five Year Plan (1961-66) appeared in final form in 1962-63. The
overall annual real increase goals of 6.30 for Gross Domestic Product and
7.2 for monetary GDP (excluding self consumed output) set for 1966-71
are below the rates prevailing in the late 1940's and early 1950's as
well as since 1962,1966's gross fixed investment target of£35 million
(17.7% of monetary GDP) is absolutely cnly equal to preliminary estimates
of 1965 investment and as a share of monetary GDP is not only below 1965
but several years in the 1950's.,

What, then, is the basis f-r asserting that Uganda's Second
Five Year Plan represents a major advance in government economic strategy
and policy and a signifigant stcp teward attaining more rapid and sustai-
ned ecsnomic progress? If it des, how seriously can the projected growth
rates and the physical targets underlying them be taken? What are the
chances for substantial success in the vital implmentation phase of the
Plan both as to work put in and economic progress secured?

The first question can be answered reasonably succinctly and
definitely. VWerk for Progress is the first comprehensive Uganda plan in
two senses. It is set in the framework of a fifteen yecar perspective
whose central economic goals are the creation of a structurally modern

#While the auther wishes to express his debt to members of the
Ministry of Planning and Economic Development for their assistance
and comments he alsc wishes to underline both that this paper is
not based on confidential socurces and that he is solely responsible
for views expressed and conclusions drawn.
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occurs in Uganda today, it is despite - not because of - inadequate
exchange of information and utterly inadequate strastures for coordination
of decision taking as well as implementing. Fourth, a national network of
bodies and individuals (by no means necessarily or even principally within
the Linistry) is necessary to apply, coordinate, gain support for, and
recommend modifications to wWork for Progress on the Provineiai~-District -
Saza levels. Either the Kenya ( probably merginally too "official" and
too little popular) or the Tanzania (probably marginally too diffuse and
tro little integrated into the planning process) system could provide an
initial basis for creating 2 Ugandan patitern. The nature of the choice

is not independent of what role is planned for the-presently rather weak;
frogmented, and disorgenized at the mass and local levels - UPC. The Kenya
pattern dces nct depend on an effective, policy initiating and programme
preposing grass roots party (wisely given the present state of KANU) but
the Tanzanian coes. Fifth, the understanding of the nature of integrated
planning as a discipline requiring unpopular decisions and policies if
popular gcals are to be attained must be made cperationally clear to and
accepted by all ministers, a substantial majority of signifigant political
figures, all key public sector economic decision making technocrats, and
a substantial majority of their senior staffs. One may doubt whether this
understanding and acceptance now exists to the extent of agreeing to and
acting on limits in expenditure of their own bodies. The operation of

the 1966-67 Budget will be a test of how much can be attained how promptly
in this key area. Uganda's past bursts of economic growth have not proved
sustainable after the initial export boom impetus faded. From 1955
through 1962 real monstary output per capita declined steadily. Growth of
national product has not for an length of time been able to exceed the
growth rate of exports. To achieve and maintain growth rates of over 7%
a year requires . a radical change in this regard given export growth pro-
Jections of 4.4 The new Plan is squarely directed at attaining this
change primarily by altering the domestic structure of production to
permit a growing portion of national demand to be met by Ugandan produced
goeds, thus the emphasis on rapid industrial growth-10.1% a year for
1966-71. Financing this change will entail securing a sharp increase in
foreign public and private captial transfers which are projected to rise
from £8.8 million in 1966 to £ 17.0 willicn in 1971 following a jump from
£1.8 million in 1964.

1966's investment target is pitched at the 1965 level because
1965 represents an export boom generated peak virtually double 1962's
£17.7 million. From 1968 onward an 11% annual growth in investmentiis
posited as needed for the attainment of the £280 million monetary GDP
target for 1971. In fact 1965 actual investment was probably about £32.5
milli~n (£30 million excluding defense as per plan) so an 8% (17%) 1965-1966
increase is needed.

The annual growth of monetary GDP is slated to rise from 6.7%
in 1966 to 7.8% in 1971 and 7.9% thereafter. These targets are based on
the self evident~but all too often ignoered - premise that capacity for
economic growth should be increased as part of the process of development,
To pasit constant growth rates throughout a plan period-much more to call
for a huge initial year leap in either investment or output - is to court
apparant failure in the first year and/or to aim below possible levels of
achievement in the final years.

Development planning is itself a developing art - a very rapidly
developing cne in East Africa, as comparison of the 1961 and 1964 Tanzanian,
the 1964 and 1866 Kenyan, and the 1962-3 and 1966 Ugandan Plans demonstrates.
Tanzania's 1964 plan represented a major break-through to basically
comprehensive and ambitious development planning in the East African

context. Both 1966 Plans have growth targets end development strategies
in many ways similar to Tanzanila's pieneering effort but both also represent
advances in implementation programming and pre-preparation of firm sectoral
and project propmsals.

The questionz-of realism and probability of substantial
attainment require more detailed examination of Work for Progress.
Uganda's 1£55-62 stagnation was not, after all, simply for want of effort.
Investment actually rosc thvovgh 1956, the Owen Falls Dam-Jinja industrial
complex-Uganda Development Corporation developments stemming largely from
the early vision and energy of Governor Sir John Hall were pushed forward.




State reserves from the bowm periol were used to sustain and, in some
cases, expand scolal and econcomic ssrvices. What reason is there to
believe more effeciive maintenance nf growth in the face of slow export
growth can be achicved now?

One arewar, of courss. is “hat the 1950's and early 1960's were
by no means wasted tims so far es laying a foundation for future develop-
ment is concerned ~ the ability of thie esonomy to grow 100G a year from
1962 tc 1965 when supported by a. new expert boem demonstiates that.
Physical infrastrvciure (rcad 5, railways, hydroelcctric powcx) numan
capacity (educated high level mENDOV 3T, A Mmoi'C St ﬁkle and experienced
wage labour force) plus the ability bc sxpand it [iealth, education,
pure water supylhea>, institutional ceowpetense /UD the civil service,
the planning mmcdinnrv iteelf) the ind ia trla' ba e (a not 1ncmns1deraole
£23.6 million vr 125 of monetary GDP 31 *Ouo) are all of a very different
and much higher ocrder to'ay than in 1¢54. So too s the conprehensieness
and potential ..ffectiven:ss of publiic rolicy and ¢’ Uoll*‘cal will axd
ability with a national as qppos“i to 2 colraial g.vernment) to secure
necessary suprort for effective prciscation snd exccution of state policy.

Irr

Work fro Progress’ iissrlooking strc bzay fcr rapid economic growth,
alteration of the pottern of ivoducticmi, end attaining greater scocial
Justice ﬁhrough vroeler distributior of gains from development turns

on the attainment of subsvantiel 1lmp'emesniation in seven policy—prog amme
areas. What is nc:..rd is not vrecis: attainment of each target-indeed,
unless <ne assumes crniscicnce in rozard to present economic realitics

and clairvoyance c7ew the next five ye-rs on the part of the planners!,
exact point by poxat "flfillment” wou'd not be an ophimal result as
opposed to system- tic improvemen. anl evicion within the overall
implementatiol pre sess.

Plan tarzets represent-din ncst cases — a "middle estimate" of .
what can be achievad if external econ nic events (weather, foreign inve-
stment, export p“ioes) are mixed with come more and some less favourable
than expected and the effectivensss i investment programmes and of public
policy is alsc a mixture of delays end early successes. of partial
failures and of attainment: of higher output levels than anticipated.

Fer central government development spending three targets and phasing
patterns exist for the plan pericé-the middle or "trend" one already cited,
a peak Ho be reacuvi if events are bztter than could reasonubly be exbected
and a m'nimu or "core" programme atvainable even if there is series of
unfavourable circumstances beyond Uganda'ls control. This flexibility
around apparantly precise targets 1s a source of sirength, not simply
because it means that 100/ fulfillment of each sub-target is not essential
to successful Plan inplementation, but mor.:. becavee it demonsitrates the
Uganda planne:s’ concept of econunic develonment. pdannlng as a process of
continuous adjustiment to new lim'ts and orsortunities within an overall
set of priori®ies and goals. Wichout aidjuitmens, sny. plan becomes
dangerously brittle in implemeniaticn, neither able to survive shecks nor
to seize new vpportunities. Wiuiout an o)crall priority frame, adjustments
tend to becaore random and unco:-dinated rosulting in a loss of any overall
sense of“directicn and in relas, vely inof.icient a'location of available
resources in the public and prirate secto.s alike.

1. Develovment and Structural Change Goals

One set of goals is that for chenges in the makeup of production and in
the techiques used in obtainirg it. BEBvsn a glance at the 1966-1971-1981
Gross Domestic Froduct tables 1llustrates the growith importance of
industry (both to generate and to meet higher consumption goods and
constructisn material demands) and of construction (to allow physical
programme implementation). Less immediately evident are the shifts within
sectors (e. g, among export processing, food manufacture, other manufacture
and those depsenicnt on the 11uroducflow of new productive techniques.

The agricultural targets can be met only if application -of insecticides
and fertilizers, use of improred seeds and methods (including more hired
labour and implements), and e”fective provision of suprorting credit move
ahead on a large scale-affecting say 250,007 of Uganda's 1,000,000 odd
farming units., Agriculturs -- with an abbolﬁte monetary output growth
target «f£21.2 +to industuy's £14.5 millic: illustrates both the limits
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on change and the degree to which very real changes may be concealed
within apparantly similar aggregates. 75-80% of the labour force is

now engaged in agriculture, at .east 55% of national product directly
depends ¢n it if one includes processing and trade in agricultural
products, 90% of normal export revenues are derived from farm products.
Rapid growth of monetary cutput, exports, and general living standards z.
require the top priority given to agricultural and rural economy growth
in output and development of techniques of production in the Plan. The
makeup of farm ocutput is to change to commercial and away from self-consu-
mption production, to industrial sector raw materials, to higher revenue
and/or mutritional value items (e.g. meat, milk). Combined with improved
methods and sharply increased provision of social and economic services in
rural areas, the result sought is radical change not merely growth in
agricultural output within the present rural setting.

2. Growth Rates

Growth goals average 7.5% a year for monetary and 3.2% for self consumed
product averaging 6.3% overall for 1965-71 with higher rates, &%=3.2%~7.1%
respectively, fcr 1971-81. Per capita monetary income is slated to rise
4.3% a year in the present and 4.9% a year in the next two plan periods.
Taken by sector, growth goals range from 11.3% a year in construction

(or 12.6% if non-food, non-processing manutacturing is taken separately)

to 5.1% for agriculture and arimal husbandry. Rather surprisingly, the
traget for non-goverrtmental services at 7.9 a year is substantially higher
than that for grvernuwent at 7.8%, total monetary product at 7.2%, or produ—
ction of goods at 8.7%. TWhile the creation of a more modern economy does
tend tn alter the makeup and under some circumstances raise the relative
size of the non-governmental service sector, the commerce, transport, and
miscellanecus service growth projecvions look rather high compared with
those for other sectors,

Indeed, a strong case exists for constructing a projected
Resources — Uses flow table and a simplified Imput - Output table for
1971 to test crnsistency for sectoral, main sjuantitative commodity, ana
import targets. Transport and communication is particularly doubtful -
why this sector should 125% as fast as gouds produced in the face of
a declining share of expcrts (normally transported for greater than
average distances) and of massive investment likely to reduce real
transport casts per ten mile is most unclear. Similarly the 9.3% growth
rate of "miscellaneous services may be correct but needs to be supported
by projectims fcr its key components: education, health, other non-
administrative government, hotels, bars and restaurants, professional.
The immlicit 19711981 growth rates by sector look fairly plausible but
would be strengthened (and probably revised) as a basis for perspective
planning if a fourth 1971-1981 change in resource allocation and supply
and in input - cutput structive study weie made from the 1971 estimates.
Average output per head is to rise from about £33 (£25.7 monetary) in
1966 to £40. (£31.8 menetary) in 1971 and £81 (£52.8 monetary in 1981.  .i-
Self-consumed output per head is expected to rise slightly on the basis
nf impraoved rural diets and higher quality self--built housing but to fall
from nearly & gquarter to a2hout n seventh ¢f total domestic product by 1981.
These per capita figures underline how pa.nfully slow the process of
increasing the absolute level of average output per person is when the base
level is very Low and includes a substantial self--consumption component.

The overall GDP growth sought by 1981 is £440 million (over 167%
of present nut_*put) and that of monetary output £402 million (about 200% of
the 1966 level). Over the fifteen year period, the largest absolute
monetary sector target increase is fer agriculture £88.5 million (120% of
present'auﬁgut) while industry and processing is second with £74.7 million
(over 30X of the 1966 level).



—B-
3. Investment Tcovels

To ochieve the outnut growth t-~r ots, invesinent must
rise from £35 nillion in 1966 to £60 nillion in 1971 or fron 18
to 217 of totol nonetory outmut. To finnnce this incrense,
annual domestic (pvblic ~nd »rivate) svines will need to incrense
by £21.5 million (over a fifth of the tnt~1l incrc-se in nonetory
nroduction) ond net (nfter incrersed reoninent of loans ~nd
interest-dividend outflows) foreign coit~l inflow by £3.5 nillion
a year in 1971 conpared with 1966,

If these gonls are to he met, n nnssive mohilizntion
of resources by the stonte, the par~-stotrl Twdies, -~nd the
private sector will he needed, The 237 rrnte of donestic.savings
out of incrensed wonctary output cnlled for is virtunlly twice
the 12% base rote of 1966 fomestic savings to nonet~ry GDP, A
five yenr centrcl governient surnlus of £30 million over re-—
current cxpenditure (finonced by hirher trxes), naintained ond”
incrensed pars-stntnl orgrnization »nrofits ~nd secvrins of foreign
investment or locns, and increc~ses in 2ll forms of »rivate
savings (inclwding, e.r. socinl security ~nd insurance) as well
as farm sector savinzs to repny nroiuctivity rrising losn ore
intesral and vitnl »lon enals.,

In fact the investment reguircnents copear to be
seriously understnted.on four hends: “efense, non-investment
recurrent, inventories, ~nd rurnl orivote, Yhile the under-
statements »nrobobly Ao not rener Vork f£or Pro~rcss' goals
unnttainahle to any sirmifigant Tegree they will greatly tiohten:
the constrrints omerntive in domestic onhlic revenue ond in
foreign balance 2s well cs lowering the o pnrcnt nossible rate
of incrense of »Her canitn nonetary consivrytion from 3,1% to
2.8% (See Tables 4-5-6,) s

Defense n~n-recurrent s-en'ing - ildings ond military
hardware - is not inclw’ed in the Plen cithcer under overnnent
recurrent or investment. This neans o »nri rssu understotenent
of zovernment revenue needs ond overstotemont of allowable
consurmtion by the full snount (Herhans £2 million nininum) on
the Plan, Further as 75-90% of such smenting hos been on immorted
hordware gquilte scrious helrnce of neynents problers seen likely
to arise on rccalculation., Quite anart from the need for re-
calculating to acccount for cctual —~robnble spending, it is vitrl
thot Defense "investinent", he bhbought within the Plan viewed s
a nationnl resource hudget., In 1965 it aceounted for rlnost a
guarter of nublic Decvelonnent nccount sw»Hending ond nay be a
sixth in 1966, TUnless restraints nre imosed rising Defense
snending on Developnent nccount can swomp or crinnle Work for
Prosress' imnmlementntion.

A

Government non-investnent “evelonment snending is
not treoated consistently., It anpears in governnent sector Plan
finance reconirenents but not in the imnlicit 1971 resource
allocation pattern., Agrin this results in mAerstoting nceded
growth in nationcl s~vings nlus recurrent jovernnent and over-

.

stating nossible comsuvmption growth (by 210 nillion over 1.966-1971).

Inventory investment is lumped with consumntion. If
estinated ~nt 20, of additioncl monetory GDY it will come to £6.4
nillion over the Plon veriod. Assuning thot »nroductive sector
increases are node and that credit development (woefully under-—
cnelyzed in Work for Progress) does toke 1ice no nroblens. ore
likely .to arise on the domestic inventory sice. In reg-rd to
inmports grecater difficulties micght aomecr, Althoursh the nezntive
rate of incrcase of consuner goods innorts  oited (zero for
nonufactures, negotive other consumner  ~o 5} sikould menn no net
incrcases in that secter, this does not 1A Jor row moterials,
fuel, constrvctinon materials, or canitnl cods,
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Private rural investment.is vastly understoted -
probably by £25-30 million (assuning Plon tarset fulfillnent
on the output side), However, on the order of thrce quarters
of this represents direcct labour end natur~nl growth (lond
inprovement, minor facilities,. trec croms, livestock),

Only £56-6 million (wrges fund, productive input fund, other
working capital, tools) is likely to regquire rccollocntion of

cash income from consunmtion. How big a boost this is 1is is very
unciear as such investnent is not now estimated hut,

assuming the success of the nublic rurnl develonment nrogramne,
this £25-30 mnillion should bhe self generating.

Investnent in rcntal huildings also looks low but
by how much is difficult to estimate. The danger here is
that private savings will be sucked into hizgh inconc housing
construction and ~wey from more critical arcas,

Recalculations of this nature suszest £280 million
(plus £10 nillion non-investnent develonnent and £10 nillion
defense investment) not £230 million investment requirements.

It may e worth noting that the figurc cives a
Gross Increncntal Capital Outpuc Ratio of 3.4 and on ‘gricul-
tural are of 2.4 - both signifigantly nore mrobable than the
2.8 and 1.0 of the Plan's own figures. The net ratics are
probably on the order of 2.4-2.5 and 2.0 rcsnccetively for
the. ndjusted totals.

Acdded cash investnent necds are on thce ovrlcr of
£25-30 million (£15 plus nillion in inventorics) =lus £20
nillion in non-investnent Developnent (largely rarnl Hro-
dugtivity raising) and Defense. The 30.4% incrementel o
savings rate necded for investnent side annears attainable
(it is actually only a 20% odd rate Tor added nrivcote savings
to added nrivate nost. tox menctary income). The: nrobhlen
lics with the governmcnt £20 million whose covering immlics
that 1971 public rcvenucs fronm domestic sources nust be of
the order of £72.5 - 75 nillion, or £2-5 nillion abhove
the Plan's implicit projection. Part of the -roblem here
is the 1965-1966 basc including a £1.6 nillion 1985-66
Recurrent Deficit and a £5 nilli~n o 1965—66-m7rk8tingz.
board deficit. FEven thc stringcnt 1966-67 Budgocet an
the anticipated 1966-67 Cotton-Coffce »Hrice slnshes lenve
a government/board dcficit of nt least £1.5 million for
1966 is o surnlus (on Recurrcnt cxnenditure townrad all
Devcloonent s»nending including non-investoent nnd Defensc)
of £10 nillion reouired by 1971. The gap in Hresent Plan
nrojections of revenue and dmmestic borrowing ~nd aﬂju§tod
smending requircments is on the order of £17.5-25 million
over 1966-T7.

4., ITorcisn Balance

(

Balance of nayments targets turn on securing a 4,47
rate of growth in nmerchondise cxports and a 9.38% s~nnual rote
for invisibles (transport, tourisn, etc.), holding the growth
of nerchandise inports to 5.7#% a yeor, and securing a 14% Der
year increase in gross forcign capiteal inflows, Of these thc
immort linitation goal - which is to he backed by cunntitative
im%ort controls if necessary - is thc nost dennnding. I inport
grbwth rates nre to be held t» 80% (cctunlly ne~r nil for con-
suner goods immorts given the ronid increases in capital goods
and inﬁustrinl"sectof inputs requircd by other Pla soels) of
nonetary nroduct rates, industrial nnd agricultural diversification
physicnl teorpets must be met both in terms of absalute vo}umg ond
of turning out goods queolitatively ccceptnble ot prices within a
10-20% ronge of those now nrcvoiling for imports (including toriff).
If, hbwever, consuner imports rise nuch faster than planned, phg
basic problen nay not be the resultant balance of paymentg crisis.
Rather, the import incrcnses will be both a cnuse ond o sign of
serious frilures on thc consuncr geoods growing, »rocessing, ~nd
nonufoacturing fronts.
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Fxamination of external balance details (see Table 6)
confirms this view but also poses additional problems. raw material,
fuel, construction material, and capital goods imports are to rise by
40 to 75% are 1966-1971, adequate to support major investment and modern
sector current production increases. But the zero growth target for
consumer manufactives means substitution, for mass manufactives as
rapid as increased imports of more complex consumer goods. In the case
of focd imports — posited to fall-substitution is apperantly posited for
a really substantial share of Kenyan grain - dairy - livestock - tunned
products.

The reallocation of the "Coverage Adjustment" to the sectors
probably causing it reduces the allowable growth rate of imports to
5.1% (i.e. an import income elasticity of .7 vis a vis monetary GOP)
and of non-government transfers over - 12%. The latter - implicicly invo-
lving ending of remittances by non-Ugandan african workers - is palpably
implausible.

The payments figures as presented are apparantly on a trend
basis. If the uncovered external deficit 1s so calculated it comes to
£ 12.1 million (without any adjustment for the investment — resource
imbalance noted above) for 1966-1971 reaching O in the last year.

With January 1966 basic free reserves of under £15 million (government
about £13.5 million but less £2.0 million sinking fund specific reserves
and £3.2 million over-draft plus perhaps £5 - 5.5 million net due on
Burrency Board decompositions this trend cannot be followed. 1966's
estimated (probably conservatively) loss of £4 million already creates a
situation in which the Bank of Uganda's currency backing requirement (40%-
£9.5 - 10.0 million) leaves neither. adeguate free reserves for even
seasonal fluctuations nor a margin to cover needed currency expansien to
go with growing monetary GOP.

Common market export — import projections appear both doubtful
of attainment and of political acceptability if sttained. 6.2% for
export growth certainly depends on sharp sugar export expansion (is 1964
to 1966 collopse) and even so may be unrealistic in that several bulk
exports e.g. cotton seed oil, tobacco, textiles cannot be expected to
perform this well. Asseming the export target is reached a growth rate
of East African imports to Uganda of no more than 4% is consistent with
unworsend trade deficit with the Gmmon market. If attainable this
target must imply heavy reduction in food (including processed food) and
clothing - shoe exports from Kenya slightly mere than balanced by
increased imports of mere complex manufactures plus a mere rapid growth
of imports from Tanzania (currently in deficit with Uganda by about £1
million on goods account). Any other pattern is most unlikely to prove
consistent with continued East African economic community viability.

An interesting point emerges in foreign private capital. In
1966 reinvested earnings arec lorger(£2.0 is £1.8 million) than net
inflcvwhile even in 1971 they will aonstitute about 90% of it (£3.4-3.6
of £ 3.8 million). Over the 1966-1971 pericd they appear to run to
£24 of £15 million. This suggests that a conbination of fiscal
incentives to reinvest in Uganda plus specific arrangements,e.g. via
ULC, for technically needed foreign private investment - management -
expertise packages not general "foreign investment incentives" is
the more promising route in regard to this sector.



5. Soclal Justice

Work for Progress reiterates the need for accepting develo-
pment as requiring sacrifices as well as yielding benefits. From
this follows its fifth set of goals-those for social justice in
sharing of benefits ana sacrifices. Tax policy is to be based on
the principle of higher absolute and relative demands on those with
well above average incomes. Benefits-so far as is consistent with
maintaining the rate of growth which is their source-are to be
distributed widely.

Examination of programmes -~ especially in agricultural loans,
outgrower schemes, and extension services, cooperative and community
development, health, education, rural water supply, and social security-
indicates soclal justice has been a serious criterion in Plan formula-
tion. While the low base level of incomes and of services limits both
the quality and coverage in the fields cited, in each of them Work for
Progress' targets represent very real advances in how many Ugandans
are assisted how much in increasing their incomes and/or their general
welfare.

6. Employment Goals

One of the requisites of social Justice is opportunity to
earn a living. With agriculture cxpected to grow less rapidly than
the overall economy, an urgent necd exists to increase the level of
non-agricultural wage and salary employment-now about 239,000 which
is &5 of total labour force or 3% of population. Both of these
ratios arn lower than in 1950 while the total employment is
absolutely about the same as in 1964.

Plan estimates call for 62,C00 new wage and salary posts
outside agriculture (as 4, rate of increase) and 38,000 in it
(including "outgrowers”a 7% growth target). Between 1966 and 1971
about ene fourth of the net increase in the labour force (perhaps
80,000 annually) can be employed in wage and salary Jobs. This
ratio-while far better than the % base- is not satisfactory, even
assuming that monetary farming can absorb one quarter of the net
additions leaves almost one half to enter basically subsistence
agriculture over 1966-71.

Largely the difficulty arises from the present employment
base and economic structure. To build a modern economy productivity
per worker must be raised. Work for Progress implicitly calls for
an increase of 3.3% a year in output per non-agricultural wage and
salary worker. While limiting-or appearing to limit- employment
growth in the short run, a sustained increase in productivity is
essential to attaining the high levels of output per capita which
are requisite for high living standards. To create Jjobs by fiat
or by using production methods which leave oufput per worker
staganant or falling is not a highread to development but a dead
end.




The overall productivity incrense gonl 1s in
itself surprisingly hich given the proposed C/0 rotin,
By sector some cf its componcnts appenr £or too high
e.g. electricity, government adninistration, construction,
mnanufacturing, and prohably tronsport an® commnication.,
(Sce Table 7.). In the crse of construction this nay
represent o policy decision to substitute capital for labour,
to snve construction time (rnd make up for days in
preplanning of construction programnes) as much NS moncy
(or a fortiori real resources), If so, the decision should
e reconsidered. Overall these ratios suzgest thnt o rather
nore ambitious sect of enployment targets noy be attalinnble
if public policy is nltered to end subsidizing thc sub-
stitution of capital for labour, e¢.g. by mcking tox credits
denendent on increase in capacity not of physical investmnent.,

The high level nanpower projections are not
particulrrly convincing. Their apparont precision 1is
purely the result of cnlculcating technigues ond is highly
misleading. On balance thcy may be conservative. This
is a2as well in thot the adiition of plan educationnl outnut
torgets plus present levels of private candidates and
overseas students yiclds manpower surplusces ot all levels
for 1966-1971 and gross 'ovcr-production'™ thercafter if the
demnnd projections arc correct, These, 1f renl, can be
absorhed by highly desircablce upgrading, c.g. of prinnry
tecchers ~nd clerks. However, thnt implies radicel lowering
of the average starting incomc for all levels of educationnl
attainment, a move which will he intensely unpopulnr ond
put very severc strain on the incomes (wages nnd salarics)
»nolicy.

Adjusting for the revised investment - public
developnent exmenditure nceds suggests th-ot 5.4 monctary
(2.87% per capita) nnd 4,7% overall (2.17% per capita)
linits are more renlistic. These are still - on the
riacro level - quite confortable. Two goals ore set for
Aistributing increnscd consumption: providing incentives
for achieving higher nroductivity (via promotion and skill
differentiocls) and ensuring nore rapid growth of low thaon

of high incones. Over~ll, growth in money incomes must
be held to raotes consistent with those of the rise in goods
ond services available, Pailurc in this respect - leading

to ropid price inflation - would create serious bnlance of
poyments difficulties, hanner the growth of public sector
savings, ond redistribute incone away from the lowest incone
groups-particularly small farncrs,

(1CA Here)

Work Tor Progrcss Dprescnts and faces the et of linited
available increascs in consunption consistent with ran id and
sustained growth, The policy sect out is onc of liniting woge
andt salary rate incrcases to 1.7% a year with the rote

3.5% for those in the undcr L 90 a year income group and

0% for the over I 600 saleary catcgory. Implicit pattcerns

of money income ond consumnntion expenditure growth can be
derived for the entire nonctary ceconony. Wage ond salary
incomes are to rise 9% a ycnr (largely from increnses in
numbers employed), cash agriculturnl earnings 5%, nnd other
self enployed-rent-profits incomes by nerhaps 7.54% a yoor,
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7. Incones Policy

If the growth gonls (cr limits) for domestic
- (] /

¢
7S, nnd overscas cnnital nayments are ~titained,

. 5,07 Plan rote of growth in total renl consumption

and 5,873 in real monetary consunnticn will he mossible
consistent with nceting foreirn hrlancce trrocts m~nd
avoiding renid »Hrice increnses, Per c~nito the overnll
annual growth can he 2.5% a year, The ~heclute incrense
sought nre £40,5 nmillion in monctary ~nd £51,5 nillion
in total consumpntion over the period 1966-71. Iike otber
Plan torgets these are in renl terms net of tax or

other price chonges,



Allowing for higher taxes and rates of domestic savings
the accompanying increases in consumption should be 8%
for wage and salary earners, L,5% for farmers, and 5% for
other self employed and property income recipients.

(See Table 1 - C)

Per capita, the annual growth in consumption works
out at 2.5-3% for wage cnd salary earners, 2 to 2.57% for
other self employed and property incone recipients, and
26 for farmers, While distinctly more equitable than those
of the recent past these trends still leave a very large
body of low income farmers as not only the poorest scgment
of the Uganda population but also the one with the lowest
rates of increase in cash incomes.

Governnent services received are higher in rclation
to personnl consunption for low than for high income groupds;
their expansion during the Plen period will increase
distributionnl equity. However, urbon populations are
better served than rural recsulting in a further gop between
wage and farm incomes, 1966-71 cxpenditure programncs
are designed to reduce the rclotive gap between urban ond
rural levels of public scervices per capita but in health
and access to secondary cducation in particular 1t will
renain wide., Progress townrd social justice in this
ficld is limnited both by thc size of the rural population
and the difficulties of serving scattered as opposed to
concentrnted hodices of people.

Iv

The goal sets of Work for Progress are basicnlly
consistent with each other, approprinte to the overnll
developnent strategy stated, and inherently attainable,
Planning, however, nust be princrily implenent~tion if it
is to have signifigant value - formulation of relevant,
fe~sihle, oand consistent gonls is not an end in itsclf,

At least four basic conditlions arc necessary for
plan implementntion: a real commitnent to the plan by a
covernnent with a broad base of consent and adequate powers
to implement its policies in all cconomically signifigant
parts of its territory; »plonning machinery with lincs
of communication and steff capable of guiding, assisting,
and reshaping thc process of developrmnent; a set of policics
and projects relevant to the najor overall and sectoral
goals as well as being individually practicable; ability
to identify and act to overcome key probhles.

Initial political commitment to the Second Ugeonda
Plon exists, In most of Ugnnda thce sane can be scid of the
governnent's basis of consent and at least in principle -
administrative ang programmatic institutions, Howcver,
district and kingdom level governmental operations hove been
dangerously ineffective and ill coordinated (within the
arens and with the centrc alike). In Buganda both the base
of conscnt ond the effectivencss of government action ore
causes for concern,
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Several provisions of thec April Constitution - as well as
neasures token since the Moy suppression of thce attennted
Buganda insurrcction—are directed at attalning nore
c¢fficient, coordinated, ond inclusive governmental nachinery
and oneration patterns, as wcll as ensuring thnt the writ

of the Ugnnda govcernment runs throughout Uganda. The
success of these measures is vital to Plan implencntation.

Usanda's planning machinery is on paper institutiona-
1lly extremely well developced. In practice, its scone ond
cffecetiveness is still linitcd by personnel and dota
avallahility probhlens and by established burcaucratic
nrocedures and attitudes.. The Ministry of Tconomic
Development and Planning haos substantial power over
deterning nublic develomment spending during immlcnentotion
as wcll ns during formulation, dircct access to the Cabinet
cndl the President and potenticlly a fairly well Tuilt
network of personal and institutionnl chnnnels to important
d¢eeision makers in other, government units, para-statel
azgencies, and a numbecr of kcy »Hrivate firmns or groups.
These chnnnels arc at least as imnortant for, inplencntoation
as for formulotion, They alonc can provide a detroiled,
up to dnte picture of ccononic developnents, indicate what
policy nnd programme actions ore most likely to result in
desired public and private sector resource use dccisions,
and build up a broad base of ceconomic decision nnker
commitnent to Plan fulfillnmcent,

Several gaps exist today in thils network of crntrecl,
influence, and informntion-gaps at lenst partly rclnted tc
the uneven quality of certain Plon sections, District ond
kingdom levecl governnent has not been involved -in fornulation
and is not yet seen as decply involved in immlemncntation of
the national Plan as opnosed to very loosely coordinnted nnd
grantitatively marginal district plans, Para-statal bodics
do not provide adequnte informntion-especinlly in the forn
of annunl forecasts of output, ciploynent, purchascs,
investnent, and profits—- and their policies do not 2lwnys
appear effectively coordinated with overnll nntional devclop-
nent goals., Public understonding ond involvenent in
ccononic develonment plannin: hes been decicdedly sketcehy.

The  extensive radio and press publicity recived by the

Plan (albeit rother unfortunately overshadowed by political
developnents) reprcsents a stort in this 1lnst rcgard. Sone
forn of district developnent committee with hoth officinsl
and unofficial members linked to development officers
servicing ond advising on district lcvel efforts to
implenmentat. and supplement thc neotionnl Plan is needed both
to ensure public’ understonding ~nd involvement and to
create an active spread of inplenent~tion effort out fronm
Intebbe-Kampala to the district ~nd gomhololan levels,

Within Work for Progress both thce relevance of
most individual programmes ~nd nolicies t~ the min gonls
and the individunl ~nd joint feasibility and realism of
a majority of projects are high,
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These points would he nore rcadily evident ond subjcct to more
precise discussinn were more mroject Jdetails inclulicd in the
arinted volune., Their absencc is a wenrkness which could have
unfortunate consecguences if it either lends the Hrivate

sector to doubt the Plan's seriousncess or to be uncertnin as
to precisely what denands and opnortunities will rcsult fron
»uhllc sectnr action, There is anlrendy some cvidcnec of such
doubts in the critical construction industry.

Lgricultural progranmcs cover a wide front in terms
of crops, geogranhic and functioncl areos, numhber of farmers
to be affected, and voriety of orgonizntional tecnnigues to be
ciployed, It is noteworthy that nroductivity Uronotion ticd
to improved innuts and linked to loann finoncce ~nd intcnsive
cxtension scrvicc work should be cvailable o ~7out one sixth
(nearly 170,000) of 1l Ugondon farncrs during the Ileon, a
truly phenomnencl incrcasc over nast levels, liore fencraol
extension work cn? —rovisinn of subsidized fertilizcer, insecti-
cide, and sceds should allow ot lceast one third »7 nll farncrs
to make really substontiacl advances in cash outut, As a trend
rate, 5,1% scems a sonewhnt conservetive goel-barring cnllonse
of nrices on the world cotton ~nd coffee or the Eagt African
sugar, tobacco, acnd vegetahle oll mnrkets.

Industry ond nower totols ~rec also dcerived in a
conservative nanner, TIcasibhility »rojections by classes or
700ds have becen based on demand and »roduction cost estimotes
mnd, in sunning leceway hos been allowed for delays or crncclla-
tions., Three major »rojects are doubhtful-nitrogcncus
fertilizer (becausc Enst /African cannot sunport both the Uganda
néd Kenya projected ~lants), integrrted iron and steel pro-
duction (partly Acpensent on Eastern Afric-n Tcononic Comnmunity
Cevelopment and likcly te be Aelayed into the 1971-76 meriod),
and Nile Dam Number 2 (not needecd mntil well into the 1970's
if the fertilizer project is cnncelled ~nd the iron ~nd steel
nostnoned). However, while cancellntion of the first -~nd
delay of the sccond two Hrojects would reducce investment by
over £20 million, it would n~t grently lower cither 1971 or
1981 domestic nroduct ond, in fact, micht signifigontly ecnse
the stroin on doncstic savings and on the balonce of nayments
between 1966 ond 1971, Smnll scele industry's growth, on the
other hand, appenrs very cauticusly projccted ~nd results
should excecd the target,

Investment in hunan ceopacity is centercd nn scenndary
and higher education ~ i.,c. on expansion of millc ~nd hizh
level nannower., By 1971 the rate of graduation frin secondary
level institutions ~nd univcrsities will hc well ai:ove new
and replacement middle cnd high level nost reciiivcnents if the
ambitious exponsion progranme can he carricd out, In health
sharp expansion of hos»nital ceapacity is linked -'ith an
inaginative nass curative-preventitive — health cducation
nrograonne based on cxphonding the number of rurcl clinics toward
~ne ner gonbhclole,

Taken as a wholc, the education Drogrommnc sScens
rather too trnditionnl in ~utlook., Possible roles and inter-
relationships of adult cducntion, agriculturnl cxtensinn,
radio an® teclevision, community cevclonnent, community centres,
~nd health-nutrition education are nowhere trcoted in a
crordinated monner ond, by ~nd large, the individual items
receive hnth inadequnte attention and funds., The aim of such
nan anproach would bce to sccure a ronid ~nd nojor innact on
the levels of cducatinzn, involvement, and cfficicncy of the
adult ponpulation outside the formnl school systen — cn aim which
would anpear in accord -wvith bhoth the rur~l cdcvelonment and social
justice goals of the Plan., Both in terms »f roising rural
wclfare and of aiding ia the “eveclonment nf rural nroductivity,
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nutrition deserves explicit attention., Procticable nrn-
granmes - csnecinlly in regard to vegetahle ~nd anincl
protein products - do anpeanr to exist nnd foreicn aid for
their investization ond finencing is ~roh~hly availahble.

Construction, connerce, nrivetc scctrr onecrating
institutions (cspecially cooncratives), nd financial bodies -
nolicies - channcls arc nnt odequatcels hradled, I - ns sccems
to be the casc ~ tine ~nd deta werc 1-c ing, fullcr studies
ained at creating a clcaoner Hicture »f  wosoent renlitics and
“esircanle policics should be o Hrio-rtity for the Ministry's
implenentation rpreparntion. The cooner wéive scetor, for
cxample, 1s ot lecnst suspcecet as to overnll cfficiency ~nd
nanagerincl canacity. Incrcasing thesc vwold allow more rrnid
incrcascs in rural real incomes and incrensc ngriculturnl
production incentives. It could nlso n~llcw for more ronid
entry of ‘fricrns into smnll scale nenufncturing, renair
shop, modern scrvice, anc conncrecincl activity on o self-sunnorting
basis, Here ns in the other sectors cilted mueh more ndegunte
(or nore accquately coordinnted and onolyzed) knowlcdge is
a precondition for effective coordinated develomnent policy
fornulation - ~ond o fH~ticrl for innlcenentation, Physical
infrastructure »rogramacs reguirc furthcr scrutiny ~nd evolun-—
tion not beenuse of cvident gans Hut to recexanine the cases for
certnin naejor »Hrojccts of Aoubtful »Hriority., Trons»ort in-
vestment ot £40 nillion is astoun”ingly high (cither in light
of Ugrnda's nHrescnt focilitics ~nd futuvrc nceds or of projected
1966-71 increcscs in noti-n~1l »roduct gencr~tcd in the trans)hort
sector) ~nd nmojor scrments of it of very Adcubtful ccononic
value., The logic of rrising two nresently notorable ronds to
Gulu to tarmcce stotus to crmmete with ~nd dunlicrte conocity
of the Main Torcoro-Gulu Line (which will at bhest break ceven)
is not evident., FEquelly, cithcer neojor hisghwey improvemcnts or
roil cxtecnslon to Arua is neecded for West Nilce develonnent hut
not hoth, The £4.5 nillion for airwort cxnonsion aspeors even
less Justificd, ZEntebbe Airnort con ninndle intercontinental Jcts
alrcady ond its terminal foacilitics, whilce rather austere, are
functional, The threc outlying air-orts includced in the Plan do
not gencratc o signifigant gquontity of busincss now an? therce is
no réason to cxpnecet then to by 1971. To incgsurnte Friendship
service to thcm would only involve Ugmndo in wnrewording alrport
investnent ond Bast Africnn Mrways in ocerting losses.,  Perhaps
£1 nillion foi BEntebhbe uwHgrading is nceded but not more and no
casec has bcen node for any expentiturce on other nirnorts, I,
as nay bc the casc, Knmnhala-Bntcbhe hi~shway improvenent is
lumped totally or nertinlly under olrrorts the cnse for up to
£2 million on Entedbbe "airnort'" can he unde.

An cxtensive (800 miles) r~nd well nlanncd feoder road
provision »nrogsromnc 1s included, However, substitution of fecler
ronds for, say, thc Soroti-Gulu tarnac road (kcening the Kompala-
Gulu one) ond for cither the Ponkwach-Aruc roil extension or the
highway rchuilding to Arua shnuld prove norc ccononmicnlly
cfficicnt., The claln that it would he nolitically unpopular
with voters ~specrs n trifle odd - the farrmer nceding a feeder
road to increansce his €ase of rcoching o selling »oint is un-
likely to Dbc angry if 1t 1s providced rather then a distont high-
way parnllcling a rail line, District ond »narliamncentary noli-
ticians may overvalue hichways vs fecedcer ronds, this is no reason
to assume the rurnl electorate dnes, In the adninistrative and
security nrogromnes, £9 nillion for wolice cnd prisons looks
distinctly high, Grented Ugeondn is undernoliced, has 2 high
(by Africmn standeords even if not by urban North Americnn) rate of
crimes of violence, ond has skimned on investment in t:ese fields
in the nast., The question remnins whether Ugonda can really afford
to devote alnest a tenth of governnent develonment spending to
internal sccurity.



Six major problem areas can be identified as posing particularly
serious obstacles to Uganda's development efforts: population growth,
incomes' policy, government taxation and expenditure target fulfillment,
maintaining a flow of projects ready for implementation and of negotiated
aid and investment agreements for operation, holding import expansion to
the low projected growth rate, and maintaining-expanding East and Eastern
African economic community relationships. Doubts as to pcliticel awareness
of the problem's importance center on the first; on several of the others
awareness is already coupled with initial implemntation or correction
directed action.

Population growth to 1981 is assumed to be constant at about
2.5% a year. With sharp improvement in health facilities (including
health education and pure water) planned, a constant rate is plausible
only if there is reason to expect a signifigant fall in the birth rate
within the next decade. Even 2.5% population increase a year will reduce
the possible raves of growth per capita and drastically raise the costs
of meking basic social services available to the entire population. In a
limited number of districts it could create an acute land shortage by
1981. Vork for Progress alludes to some of these issues fleetingly but
nowhere tackles them-a sharp and disquieting contrast with the endorsement
of and support for family planning set out in the 1966 Kenya Plan.

Incomes policy fulfillment requires a firm and restrictive
attitude to all wages claims and a virtually uniform rejection of all
salary claims. While the recent revisions of certain civil service salary
scales (downward) is a hopeful signpost, the acceptance of the Norrington
report for university faculty ( providing both for sharp increases and an
unsound system of determing the overall scale) is not. If an income
restraint policy is to prove workable and viable some control will need to
be exerted (ideally by discussion and indirect inducements) on private
sector wages, salaries, prices, and prorit margins. Perhaps the most
explosive single issue is the necessity of reducing the cotton price to
growers from .60 to .35- .40 to eliminate the present very large deficit.
None of these steps will prove easy or politically popular in and of
itself-the overall impact of the incomes policy in regard to steady
growth in per capita consumption and distributive Justice will be popular
but neither speedily attained nor popularly attributed to the income
restraint measures.

Government recurrent expenditure must be held to an average
annual growth of 8% and recurrent revenue rise by about 1056 - per plan,
Tc cover the defense investment tctal the growth rate probably needs to
be 11-12% and the 1970-71 surplus of domestic revenue over recurrent
expenditure on the order of £9-1C nillion. This is an extremely demanding
programme especilally on the revenue side.

The 1966-67 Budget if achieved (and sombined with viable
cotton-coffee price revisions) provides a firm start. The Draft Estimates
including proposed new taxes of £4 million plus semi-new April impositions
totalling £.5 1illion - show a surplus of demestic revenue over Recurrent
expenditure of £5.4 million is a 1865-688 actual defivit of £1.6 million
(budgeted at over £2.0 million), This would represent about £7.0 million
of a total needed change in balance of £10.6 - 11,6 million (from - 1.6 %o
9-10) over 1965-66/1970-71. However, the Recurrent estimates are so tight
e.g. in Health and in approved post filling in general as to suggest
expenditure will exceed estimates by £1-1.5 million. Revenue may also
exceed but probably by less, On balance, a £4.2 - 5.0 million surplus
can be attained if firm control is maintained - including ironclad public
sector salary policy and an only slightly less inflexible wages policy.

The taxes imposed are - by and large — progressive in impact.
However, they do not increasec the buoyancy of tax revenue vis a vis
monetary GDP much (it appears to be as low as #6-.7) and do add to the -
complexity of consumer levies. 4 strong case exists for a "wholesale sales
tax" (collected once at factory, import, or wholesale point) of 4-8% both
to increase buoyancy and progressivety (assuming domestic unprocessed
food is excluded) up to £500 and a series of stiff luxury taxes (expensive
clothing and household furnishings, radiograms and records, wines and
spirits, electrical appliances, antomchiles, photographic equipment) of
25-75% on top of present import rates. These would also add to buoyancy
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and be progressive to £2,500 - 3,00C beyond which surtax can be effective.

Income tax rates are satisfactory - collection is not.
Avoidance and evasion by professionals, small firms. and major companies
(presumptively basically avoidance in the last case) requirecs both mere
enforcement and auditing staff and a key hanafull of first rate company
tax accountants and lawyers. While costly such a program should raise
net income tax receipts substantially.

What the planners thought on tax policy is unclear. The tradition
of Treasury dominance was adhered to — at least so far as publication
goes. This is unfortunate as an indication of broad lines of tax change
over 5-15 years 1is an intcgral part of any somprehensive plan ~nd 5-15
year forecasts do not have the drawbacks of 6-8 month leaks of Budget
details.

The 1966-67 Develprment estimates are £17.4 million on a basis
comperable to Work for Progress and £19.7 million including Defense,
Attainment should be safely within the £12-18 million range called for
in plan phasing but the £15 million "$rend" target (excluding defense)
may not prove attainable., Allowing a 20% shortfall £14 million (up from
a comperable £10.5-11.0 million in 1965-66) seems probable. This is a
perfectly workable start - something the Tanzania plan with its very odd
rhasing and poor pre-preparation for implementation did not have.

Project studies for the public sector are, by and large,
moderately well advanced. Indeed the £90 million trend target for
government development spending (£80 million investment, £10 million

productivity raising non-investment programmes) was selected from a
proposed project list originally approaching £150 million and trimmed

to £106 million or about the present "peak" target. Negotiations on
aid are well advanced with 1962-66 discussions and agreements providing
a rolling start. Private scctor feasibility studies and public research
in support of them require more energetic prosecution, although a series
of ventures initiated or under active negotiation by the UDC as well as
the lMahdvan: and liehta groups (both alone and jointly with foreign
partners) suggest signifigant private and para-statal industrial and
processing sector momentum.

However,the detail of preparation and the feasibility or viabi-
lity study status of projects varies widely. In some sectors a number
are of "proJjects" are titles only. However, this category probably does
not exceed 5% of the total. Some sectors e.g. agriculture, water
development are fairly completcly programmed with at lcast partially
evaluated and moderately detailed projects. The minimum requirement
of 1.5-2 years projects ready for implementation is almost certainly
met by the plan as a whole and most sectors individually.

The difficulty is now in establishing detalled pricrities and
alternative phasing patterns overall and by sector, in ensuring that
the evaluation and aid procurrement processes keep the activateable
progject stockpile at 1.5-2 years and that ministerial and District -
Provincial planning ."teams" (however constituted and administered
e.g. centering on the DC) are established and involved in immlementation
and revision. These operations are rendered difficult much more by
lack of adequate personnel.(now and in the past) than by the present
status of projects and data heing inherently unsound for the first six
months of plan implementation. African regional economic developments
can be critical for Uganda. Nitrogenous fertilizerplant "competition"
with Kenya is symptomatic of broader problems. Uganda's gains from the
East African Common liarket center on sugar, vegetable oil, tobacco, and
textile exports., all face rather uncertain futures in the light of
Kenyan and Tanzanian plans. LExpansion of gains depends on securing at
least some signifigent East or Eastern Africa market directed industries
€.g. iron end steel. The Plan strategy should put Uganda in a position
to benefit from broader and more planned economic community in Bast and
or .astern Africa.
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The attainment of such communities depends both on the contents of the
Philip Commission's Report and thelr acceptability to the Heads of State
and on the speed with which the Economic Community of Eastern Africa
(Zambia through the Sudan) becomes operational. On both fronts present
indications are moderately hopeful, but substantial political and technical
effort will be needed to realize the & annual growth of exports to Kenya
and Tanzania and the creation of signifigant new or expanded trade links
with the Sudan, the Congo, Ethiopia, and Zambia are to be achieved as
posited in the Plan.

Work for Progress lives up to its title. It is a signifigant
step toward speeding and broadening the development process in Uganda.
The Uganda government and its planners have accepted the twin realities
that political economy (including development planning) is the art of
attempting the difficult but possible and that one of the present
possibilities is allocating resources to expand the range and rate of
development possible in 1971. The machinery provided for implementation
and the built in leeway for contingencies give Uganda's Second Five Year
Plan a very real possibility of substantial fulfillment. The greatest
danger is that the high costs and maeddeningly slow early progress of
development from a low initial base (both underlined in Work for Progress)
may erode the necessary base of political commitment and popular support.
The active prosecution of implementation early in the Plan period leading
to tangible evidence that development planning can work is the best
guarantee against such erosion, indezd ultimately it is the only one.
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R. H. GREEN
TABULAR APPENDIX:
1. REAL GROWTH OF GROSS DOMESTIC PRODUCT
2. GROSS DOMESTIC PRODUCT BY SECTOR
B, INVESTMENT PROJECTIONS 1966 - 1971
4, GROSS MOMESTIC PRODUCT ALLOCATION
5, RESOURCE MOBILIZATION/INVESTMENT SOURCE AND USE
6. BALANCT OF PAYMFNTS PROJECTIONS
7. EMPLOYMENT/LABOUR FORCE/MANPO"ER

These tables are computed from Work for Progress,
Background to the Budget 1966-67, The Real Growth of the
Econony Of Uganda 1954-1962, Adjustnents are noted

following each Table,



TABLE 1 - REAL GROWTH OF GROSS DOMESTIC PRODUCT
i '
ANNUAL GROWTH f ANNUAIL GROWTH
l OF G.D.P i G.D.P PRR CAPITA ©
I
il
| Mone tary Total 11 Mone tary Total
! i
i
1954-1962 I
| (1960 Prices)? 1.4% 1.9% EE ~1.1% ! 6%
i
1
!
11962-1965 I
(1960 Prices) 9.1% 7.2% E; 6.4% 4.5%
i
| U
| I
1966-1971 i it
Plan Target 7.2% | 6. 3% T 4,4% 3.5% {
: 3,4 |
(1964 Prices) i !
1
:: |
i *-
1971-1981 I |
Perspective Goal 7.9% 7.1% I 5.1% 3%
il
(1964 Prices)®s4 I I
il P
10 4 |
66-1981 7. 7% 3.2 i 4.9% 4.17%
Plan/Perspective i
!

NOTES: 1) Real G.D.P. is defined as the total of domestic product
for domestic use deflated to base year prices and
exported product at currcent prices. The "real'™ cxnort
conponent of G,D.P, is the foreign exchange earnings not
the physical volune, Work For Progress 1966-1981 data
are on this basis, earlier yecars have been (somewhat
roughly) corrected,

2) The method of deflation used in Real Growth ond Back-

ground To Budget is not satisfactory. ianufacturing,
Construction, Services in general, ond Governnent are
deflated by input not output prices with totally
inadequate corrections for productivity changes., Especially
after 1960, this understates the real growth e.g. the 1966
deflator for Miscellaneous Manufacturing (base 1960) is
1.54 inplying 2 nuch higher rate of price increase than
has, in fact, occurred, The total overdeflation may be
of the order of £5-7 million over 1962-1965, This would
raise the growth rates to about 10.2% - 8.2% - 7.4% -5,5%
respectively,. The 1954-1962 affect would be lowcr, possi-
bly on the order of .5, for annual nonetary G.D.P. growth
thus not altering the negative per capita sign,




5)

The price change assunptions are O for domestic B
production for domestic usc and for imports cnd - 2%

per annum for exports (at least for 1966-1971 in this
case). Consistency - especinlly in the Balance of Payments
Table - is dependent either on these specific rates or
parallel changes e.g. a + 1%, + 1,5, — 1% pattern would

not tend to produce distortions but + 2%, 1 173, - =+ would,

The 1966-1981 growth of Non-ilonetary (Self consuned)
G.D.P. is 3.2% based on assunptions of higher mer capita
food consumption in re meat and fish.

Population increase is calculated at 2.5% annually
1964-1966, This rate 1s assumed to hold through 1981
in "ork For Progress, partly on the basis that the past
increcase has been 2,27% natural ond 0.37% immigration and
the future will be 2.4 - 2,5% natural ond 0.0 - 0.1%
inmigration.
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10) Changed estimates of volume of rentol housing.

11) "Price" changes 1964-1966, Rise - afternonth
1965 drousght, Also shift of certain items
(including milk) to monetary scctor.
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TABLE 3 - INVESTMENT PROJECTIONS 1966 - 1971
A, PPR PLAN - FIXED ONLY
SECTOR EINVESTMENT [ % ! INCREASE IN GRossd
f(gooo,ooo) l VALUE ADDED /0 E
* (£000,000) | |
AGRICULTURE/LIVESTOCK 21.0 9.1 21.2 1.0
FORESTRY /TTSHING / :
HUNTING 1.0 i A 1.1
MINING/QUARRYING 3.0 P 1.3 2.1
MANUFACTURING 45.0 | 19.5 14.5
AGRICULTURAL PROCES-
SING ( 8.0 (3.5) (2.6) (3.1)
FOOD MANUFACTURING 1 { 6.0 ) (2.6) (2.7)
MISCELLANEOUS MANUFA- |
CTURING ' (31.0 ) (13.4) (9.2)
ELECTRICITY 23.0 10.0 2.2
CONSTRUC TION 8.0 3.5 3.9
' |
COVMERCE 1 14,0 6.1 15.6 , 1
N |
TRANSPORT/COMMUNICATION| 40,0 17.4 3.4 p
GOVERNMENT /SERVICTES 50,0 21,7 15.7
2
RENT | 25.0 10.9 2.4 j
|
RS- '
TOTAL 230 100 82
TOTAL EXCLUDING FIRST
WO SECTORS 208 90.5 59,7
RATE OF GROVTH OF
FIXED INVESTMINT
RATIO ADDED FIXED
INVESTMENT/ADDED MONETARY G.D.P. 30%

NOTES: 1.

2.

Snecial Formula appliced to passenger cars treating some-
what less than half as investnent.

Basically construction of rcntal housing. Excludes owner
self built and occupicd and probobly grossly undcerestimates
owner built with hired labour or snall contractor. In

this it is consistent with post investnent data, Excludes
governnent supplied housing listed in preceeding category.

This was originally postulated fron a 1966 target of £35
million ecual to 1965 prclininary estimate. The new Lvoed
estimnte is £32,.3 nillion, The 1965-1966 target becomes
8.4% not 0%, Possibly nore critical, about £2 nillion in
governnent investment schecduled but not carried out in
1965 is carried forward,
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B. ADJUSTHEENTS

L

INVES THENT % INCREASE GROSS
IN VALUE c/0
ADDED ﬁ
1 | |
AGRICULTURE/LIVESTOCK E5o,o | 17.9 21.2 2. |
FORESTR;/FISHING/ r
HUNTING? i 1.8 1.1 1.6
3
RENT 130.0 - 10.7 (3.0) 10.0 E
| H
INVENTORI 7S 16.4 5.9 -
¥
| |
REVISED TOTAL 281.2 100.0 82.6 3.4 a

NOTES: 1. Addition of £29 million. Agriculture - Small Forner
investnent in working capital,

implenents,

annual crop

inprovenents £10 million (say 250,000 at £25, 750,000
at £5); Tree Crop direct l-bour - Coffee £7 - 8 million,

Tea £ 2.5 - 3.0 nillion, other £.5 - 1,0 nillion.
Livestock - additional cattle £:-5 million,
ancd other dairy oriented inprovenents

®)
B9

Lo

Toore

ding
- 4 nillion,

other stock (including poultry ond bees) £.5 - 1 million,

Working capital and livestock are estimates of stock
increase 1.e. net investment, Of this
perhaps £5 nillion renresents cash payments and 224

£29

nillion

nillion either direct lobour invested in monetory sector
production or "mntural incrcase',

2. Nddition £.8 million, Assunes 1.4 C/0 Fishing ond 1.3

Forcstry es mininmum plausible,

direct labhour investnent.

Probably £.4 -

.6

3. Apnarant 1965 residcntial construction (non-governnment)
£5.5 - 6,0 nillion, 1966 - 1971 trend £5.5 - 7.0 yields

£30 nillion., C/0 held at 10.0 yieldins G.D.P.

4, 20% of increase in G.D.P., (Monetary).

alteration.
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These are national savings. Retained Forelgn
earnings ore included in Foreign Investnent
Inconc (Net) nnd Foreign Private Capital Inflow,

This assuines non-fixed investment NDevelopnent
exnenditure is treated os 1nvestrnient not
consumption.






S

NOTES : 1. See Table 3, 257 of direct Labour/Natural Increase
Investment assuned to he in 1971,

2. 85,5 of Added Monctary Mxed I assumcd in 1971.
Represents either added savingss (reduced consunption)
os nposited here or lorger international halance gap.

3. As pmer note 2. Inventorics are scemi-explicitly lunped
with consumption in Yorg For Progrcss,

C. MONBTARY INCOMR PROJEATIONsl (PER PLAN)
(£000,000)
1966 1971 Annual Growth Rate
1966-12971

Wares — Snlaries 58 83 8,77
Mrican Agricultural '
Operating Surnluscs 72 96 5,070
Other Operating
Syrpluscs and Self 65 93 7.2%
Ernloyed
Rents 5.5 8 %
Total 197.0 280 7.25
NOTES ¢

Apart fron the Rents linc the only Plen figure is the
8.75 Wnges - Solaries growth. The 1866 nagnitudcs are
cstinmated from Brckoround To Budret 1966-067 ajustcd hy
Plom GDP data. Thc African lforicultural Opernting
Surplus growth rote is assuncd to he nrrginally 1lcss
thon that of Agriculture-lLivestock - Processing because
of incrensing Corporatc-Plantation share. Other
Onercting surpluscs and Self Tmployed 1s a residunl,
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TABLE 5. RESOURCE MOBILIZ.TION/INVWSTHRNT TOURCE
AND USE

Lo INVESTMENT FIN.NCE — PER PLAN (£000,000)

1966 1971
Fixed Investnent 35,0 60,0
Nntionnl Savingsl 23.7 45,0
Public 2 (-1.5) ( 7.0 )
Para Statalg ( 2.3 ( 3.5
Private «~ (22.9) (32.5
Reinvested Foreign
Farnings 2.0 3.6
Other Foreign Private
(Net) -0.2 0.2
Official Capitalg
(Net) 7.0 13.2
Reserves 4,1
- 1.6(Surplus)
NOTES: 1. Neotional Tavings arc frm the plan fisure of 12%

rate in bhasc ycoar., Eithcer this includes reinvested
Foregisn ecrnings or o leakage abroad of National
savings is anticipated in 1966 or the rote is

below 12, (as apnoscd to "little more than') or a

contbin~tion of thcse,

2. Approxinate Estinmntes., Public 1966 is on two
fiscal years, Centr-l Government -7 an® + 2,5,
iMerketing Booards -3.3 ond 0. (The + 2.5 and 0
arc ontimistic).
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1
B, INVESTMENT FINANCE - ADJUSTED  (£000,000)

1966 1971
Fixed Investnent 38,0 68,7
Non-Investnent
Development ) 1.5 2.0
Inventories 2.4 4,1
Defensc Hardware/
Buildings 93 3.0 1.0
Total of ahove 44,9 75.8
National Savings 30,1 55.8
Reinvested Foreign
Fornings 2.0 3,6
Other Foreign Private
(Net) -0.2 0.2
Officianl Capitnl Net 7.0 13,2
Reserves 2,1 -
1.9 3.0

Closure Gap

NOTES ¢ 1.

2-

See Tables 3 - B, 4 - B,

Assuries shortfall of £1 million in Public Scctor

Investnent (per Plan) in 1966,

Not included in Plan allocation of resources cithcer
in Rccurrent Consuumticn or Fixed Investment, The
governncnt surplus goal covers Non-Investnment
Recurrent hbut the Margin~l Savings/GDP rnte combined
with Balnnce of Tayments Projection does not.
Defense hardware nnd buildings are "excluded™
throught the ™lan unless it chnanges the definition
of recurrent to include them for 1971 (but not
1966),
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D, F®INANCING DEVELOPHTNT SPTNDING - ADJUSTED

Foreign Local "Gap' - Total

1, Central Government 50 40 - 90

Plus Defense 2 - - °]

Plus Inventories - 1 -

AA S ~ A ~

Adjusted Governnent 50 a1 9 100
2. Porastatal 20 10 - 60

Plus Inventories - 2.4 - 2.4

Paraostatal Total 20 12.4 - 62. %
3. Private 15 75.0 - 90.0

Direcct Investnent - o4, 4L - 24,4

Added Monetary - 10.4 - 10.4

Inventories - 13.0 - 13.0

Privatc Total 15 122.8 - 137.8

4
Total 85 206, 2 9 300, 2

NOTES: 1. See Tables 3-B, 4-B
2. Trend 1966-1971 3,0-2.0-2.0-1,5-1.5-1,0
3. These night tend to ~ppcor in Recurrent Exmenditure,

This cannot be reconcilcd directly with Tahle 4 or 5B
because of apparant inconsistency in handling of
Non-Investnent Develoniient Finnnce, If one calculates
the Gap Trend 1966-1971 ner V B (Reserves usc plus
closure gap): it is about 6.0-5,4-4,8-4.2-3,6-3.0 sunning
to £22.5 million over plan period. This is of order

of nagnitude of 210 million Non-Investrent Develownment
and 59 million Defensec, hardware ond bulldings.












Private (Net)™ 1.8 3.8 17.0

Public (Net) 7,0 13,2 13.6
BASIC BALNCE 4.1 ~ ~
RESTRVES (+ = reduction)6 4.1

NOTES: 1.

1

Sectoral Index Nuribers (approxinate)

1966 1971
Food 100 80
Consunecr Manufacturecs 100 100
Row Materinls 100 170
Fuel 100 150
Construction Materinls 100 140
Capit~l Goods 100 175

The pgrowth rate of Fast Jfricen imports consistent with

n constant trade deficit is 3.9:0. If thesce inports grow
at 5,7% the Common Markct trade gap would go to £92.6
nillion vs £7.5 million in 1966,

The Coverage Adjustment of S5 million (1966) has heen
divided: £2.0 Unrecorded Inports; £0.5 Unrecorded
Invisibles; £1.5 Rast/Bastern African Remittonces(up to
125,000 renitters incluling about 100,000 in at lenst
part time wage employrient ),

Inclules Reinvested Profits of Foreign Ovncd IMlrims.

If this represents ‘fricon worker renittances, then the
Private Remittonce ™11 (£2.9 to 2.7 million) is
unrealisticnlly high.

Ugonda Public Sector frce reserves on Jrnurry 1, 1966
did not exceed £8.2 million (net of 2.0 sinking Funds
and £3,2 overdraft), AAding £56 - 5.5 million nct from
Tost frican Currcncy Board dissolution yields £13.2 -
13.7 million less £%4.1 lecves £9.2 - 9,7 vs a Dnnk of
Ugnnda statutory rcquircncnt of £2.0 nillion currency
backing, Securing a working nargin of , say, 5% of
imports plus cover for 40, added currency (parnllcl to
GDP) suzpests needed resecrves of £16 nillion odd in
1971, Twven allowing o £2.5 nillion overdraft ond

£2.5 nmillion IMF drawinz lecves the total at €1L..2 — 14,7
assuning no uncovered deficlt after 1965, In fact the
trend deficit series from 1966 to 1971 (the basis of the
accounts is trend) is on the ~rder: 4.1 - 3.2 - 2.4 -
1.6 = 0.8 = 0.0 totallinz £12.1 million, gquite apart
fromn the questions raised in Tahle 5 B and D.
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