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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

(a) General

1. The population of.Uganda is estimated at 7.5 million of which only 
2.5 per. cent live in towns. The overwhelmingly rural character of Ugandan 
society is also reflected in economic statistics and in particular in the fact 
that the contribution of the agricultural sector to total gross, domestic product 
is currently about 64 per cent. Much of this agricultural output comprises 
foodstuffs consumed by peasant farmers without entering the monetary economy,- 
but, even in the monetary sector, agriculture and auxiliary occupations con
stitute more than one half of production. The contribution of mining and manu
facturing to total gross domestic product is less than 6 per cent.

2. Agricultural production in Ugandft is carried out principally by peasant 
producers who grow the major export crops, coffee and cotton, and produce the 
major food crops, plantains, maize, millet and groundnuts. Because the peasant 
farmer can produce his own food requirements and generates a surplus for cash 
sales, Uganda is virtually self-sufficient in food.

3. Uganda's gross domestic product in I963 was estimated at £176 million of- 
which £129 million, or 75 per cent, was marketed within the monetary economy. 
Between 1954/1963» in the economy as a whole, production at current prices, 
rose by approximately 5.5 per cent per annum and, in the monetary economy, by 
about 3.7 per cent per annum. The sharp decline in commodity prices in the 
second half of the 1950's had a particularly severe impact on Uganda whose 
terms of trade.declined by over 60 per cent between 1954/1960. There can be 
no doubt that the value of production in Uganda would have been significantly 
higher had prices, particularly of exports, remained constant. It is 
calculated that production in real terms rose by 4.6 per cent between 1954/1965 
and in the monetary sector by 4.7 per cent. Population was, during this period, 
increasing by 2.5 per.cent per annum so that the real increase in per caput 
production was probably about 2 per cent. Uganda remains a poor country with 
per caput income estimated at £24.5 -in 1965-

4. A salient feature of the Uganda economy is the high proportion of 
production exported. In I963, for example, exports contributed 46 per cent 
of monetary gross domestic product. Agricultural products hold a dominant 
.position in Uganda's exports outside East Africa, and two items, coffee and 
cotton, normally contribute 75 per cent of the total. Mainly as a result of 
the decline in export prices, particularly for coffee, total exports actually 
declined in this period 1957/1962 but recovered to a record level of
£62.7 million in 1965. Presumably because of the adverse effects of declining 
export receipts on incomes, the value of imports into Uganda remained static 
until 1965 with the consequence that Uganda has, in recent years, consistently 
enjoyed a surplus balance of trade.



5. There are no official ®stimates of the evolution of Uganda’s overall 
balance of payments but‘it ïs "probable that the trade surplus has been sufficient 
to offset the deficit on invisible account so that Uganda has enjoyed a current 
account surplus. Unfortunately no assessment of net capital movements can be 
made, but it would seem that Uganda has, in recent years, enjoyed a slight 
surplus in her overall balance of payments.

(b) The Plan

6 . The Plan calls for development expenditure in £94 million in the five years, 
July 1961 to June 1966. Of this amount, £71.7 million is projected for the 
public sector which includes,beside the Central Government, local governments 
and parastatal „organizations, For the private sector the plan postulates 
investment of £22.3 million. The Plan projects that the planned investment 
would cause the gross domestic product to grow by between 4.5 and 5 per cent
per annum, or by between 2 and 2.5 per cent in per caput terms. The target 
would seem well within the capacities of the Uganda economy since, if the decline in 
export prices is discounted, a similar rate of growth has been achieved in past 
years.

7. The Plan contains no projections for either production in individual 
sectors, trade or balance of payments and its overall growth target is based 
on.the assumption of constant prices. The priorities underlying the Plan are 
implicit in the pattern of development expenditures for the public and private 
sectors. For the two sectors combined, the Plan postulates that 23 per cent 
of development expenditures will take place in agriculture, 17 .6 per cent in 
basic economic overheads, 13 per cent in social services, and 12 .2 per cent in 
manufacture and processing. To date, actual total investment has generally 
kept pace with the Plan's projections. The immediately productive sectors, 
such as agriculture, co-operatives, forestries, live-stock, fisheries and 
tourism have, it would appear, fared relatively better than -fehe non-productive 
sectors such as social services as regards new investment.

8 . Prior to embarking on the present Plan, the Uganda Government had not needed 
to resort to foreign aid for the financing of-development to any significant 
extent, and the public debt is currently only about 25 per cent of the value of an
nual monetary production. The debt servicing burden is low in relation to both 
current revenue and exports (3.2 per cent of the latter). At present, foreign
aid is financing 40 per cent of the Uganda Government's development expenditure.
This relatively healthy position derives mainly from the ability of the 
Government to employ tax revenue for development purposes.



9. It would seem that the Uganda Government is reasonably optimistic about 
its prospects of obtaining the foreign aid necessary to complete its 
Development Plan. In presenting the 1964/1965 budget, the Minister of Finance 
stated:

"Bearing in mind our sound financial position, the record 
of self-help that we have achieved, the buoyancy of our economy 
and the related confidence that will be generated both at home 
and abroad, we should have ev<£ry reason to be confident that 
the raising of the additional development finance which we so 
urgently require for our Development Plan should prove to be a 
relatively easy task."

10. It may be expected that the Uganda Government's development expenditure 
will grow in the years immediately ahead and, although it is probable that 
local savings will increase with higher incomes, they will probably be 
inadequate to make a significantly larger contribution .to development in 
the public sector particularly as they will also be required to finance 
private investment which, in Uganda, is derived mainly from domestic sources.
The ability of the Uganda Government to finance government expenditure without 
increasingly resorting to foreign aid will depend, to a very large extent, on 
receipts from export taxes. Should these decline, not only would additional 
foreign aid be needed for development,but there would also be a short-fall
on recurrent account at a time when recurrent expenditure will inevitably 
increase to meet the costs of upkeep of new development projects and of 
servicing the growing public debt. The dependence of the Uganda Government 
on export taxes, which in 1965/1964 constituted 30 per cent tax revenues, 
but which are liable to vary considerably from year to year is, perhaps, the 
major cause of concern as regards the future development of the economy.
Yields from other taxes are stagnant and alternative sources of revenue are 
not immediately apparent, Thus, declining export prices with their adverse effects 
on export tax yields would constitute a major impediment to economic development, 
not only because of the effects on the levels of domestic income and savings, but 
more directly, by limiting Government expenditure.

(c) Trade

11. As already remarked, Uganda's exports outside East Africa are dominated by 
two commodities, coffee and cotton, which, in 1963, contributed between them over 
80 per cent of the total. A further 14 per cent of the total in that year were 
contributed by blister copper, tea and cottonseed cake. The reliance of Uganda 
on two major export crops renders her particularly vulnerable to advers„e 
commodity price movements, and in the past these have led to a stagnation of 
export earnings despite significant increases in the volume of exports.



12. Uganda's geographical position is an important determinant of her 
competitiveness as an exporter. The bulk of Uganda's exports outside East Africa 
pass through the port of Mombasa, which is 800 miles from the. principal railing 
points in Uganda. Clearly, therefore, a sizeable element of transport cost appears 
in the f.o.b. Mombasa value of Uganda products, which carries with it the 
implication that Uganda has a considerable interest in the level of railway rates 
pertaining between Uganda railing points and Mombasa. Railways, are, in East 
Afriea, a common service, whose policy is ultimately determined by the Governments 
of the three East African countries acting jointly. It is clearly in the interest 
of Uganda to maintain the present arrangements, not only because of the savings of 
a joint railway administration, but because of the stake she has in ensuring that 
her exports are transported to Mombasa at competitive rates.

1 3.' Because.her exports outside East Africa comprise mainly raw materials,, and 
unprocessed foodstuffs, Uganda's trade is not generally restricted by the 
existence of trade barriers in the major importing countries. It should, however, 
be noted that coffee and tea consumption is restricted in some countries by the 
maintenance of high internal revenue charges and duties. Furthermore, attempts
by Uganda to.introduce greater degree of domestic processing of her raw materials 
may be frustrated by the maintenance of customs duties which are generally higher 
for the processed than for the raw product. Generally, Uganda would seem to have 
an interest in promoting international efforts such as those being made within the 
context of the Kennédy Round, aimed at reducing trade barriers.

14. Uganda is a member of the International Coffee Organization and the Inter- 
African Coffee Organization and, to the extent that these arrangements provide 
relatively favourable and stable prices for her coffee exports, Uganda has an 
interëst in adhering to them.

15* The view has been expressed in the Uganda cotton industry that United States 
shipments of raw cotton to India under Title I of P.L. 480 have had adverse effects 
on Uganda's exports to the.latter country. It is suggested that the Uganda 
Government may wish to avail itself of existing international machinery, established 
by the GATT and the FAO, to institute consultations with the United States 
Government on this matter.

l6. At present, the bulk of Uganda's sugar exports are sold in Kenya. However, 
as Kenya intends to achieve self-sufficiency in sugar, it is probable that Uganda 
would have to market some 50,000 tons of sugar outside East Africa by 1970. In view 
of the fact that Uganda's sugar has to be càrrled 8OO miles by rail to Mombasa for 
export, there seems to be a case for co-operation between Kenya and Uganda aimed 
at the physical transfer of Uganda's sugar to parts of Kenya more easily supplied 
from Uganda whilst Kenya sugar, grown at points near Mombasa, would be exported 
outside East Africa. Kenya would suffer no detriment from such an arrangement and 
Uganda would gain to the extent that lower railage costs were involved.



IT. Although some degree of diversification of exports in future years will 
probably result from present efforts in‘the production of new agricultural 
commodities, and in this connexion cocoa and sisal may be mentioned, it is probable 
that the dominant position of coffee and cotton will be maintained during the 
present decade. Uganda's geographical position militates against her 
competitiveness as an exporter outside East Africa of manufactured goods. In 
future, neighbouring African states and in particular the Congo (Leopoldville) and 
Sudan may constitute important outlets in Uganda's manufactures. It is unlikely 
however, that these products will play any significant role in Uganda's external 
exports by 1970.

18 . Uganda is one of the three members of' the East African Customs. Union, and her 
products can be marketed free of customs duty and generally without quantitative 
restriction in Kenya and the Tanganyika portion of Tanzania. The three East 
African countries also share a common currency and jointly operate certain services, 
including railways. Because of the existence of the Customs Union and because 
transport costs are not as important, Uganda's exports within East Africa have
both been growing faster and are more diversified than those directed outside the
area. In this connexion it may be noted that manufactures which, if blister copper 
is excluded, constitute less than 0.5 per cent of exports outside East Africa 
comprise nearly per cent of Uganda's exports to Kenya and Tanganyika.

1 9. Despite the overall benefits of the existence of a single East African market 
with its evident advantages for industrial development, the Customs Union has given 
rise to certain problems which derive from the fact that, in the past, 
industrialization has centred in Kenya which has therefore obtained an unequal 
share of the gains from the Union in terms of manufacturing output and tax revenues. 
Steps have been taken to redistribute certain tax receipts from Kenya to the other 
two countries and, more recently, to bring about a more even spread of manufacturing 
production as between the three East African countries. It is suggested, that the 
Uganda Government might wish to discuss with the Governments of Kenya and Tanzania:

(a) the possibility of removing restrictions on intra-East African trade on
certain foodstuffs produced in all three countries, and

(b) so as to avoid anomalies within the customs unions, the joint negotiation 
of trade agreements with third countries.

20. It would seem likely that the balance-of--trade surplus currently enjoyed by 
Uganda will continue during the present decade. It is also likely that Uganda will 
in the years immediately ahead enjoy a balance-of-payments surplus since foreign 
aid to the public sector and some private capital inflow will be necessary to meet 
the shortfall between domestic savings and investment.



21. However an undesirable feature of the economy, in the years immediately ahead, 
will be its continued reliance on coffee and cotton both to sustain the volume of 
export earnings and income levels in the domestic economy and to generate tax 
revenue to meet the growth of governmental expenditure. The resulting 
vulnerability of the economy to changes in world prices of coffee and cotton is 
recognized and economic diversification is a prime objective of the Plan. The 
Government is actively considering means of encouraging new export crops but it 
cannot be expected that these will make any significant contribution in this 
decade. The Uganda Government would also appear to be taking all practical steps 
to encourage the manufacturing sector, particularly by initiating projects through 
the Uganda Development Corporation. If the East African Customs Union is 
maintained, an adequate market for manufacturers would be available and the■ 
manufacturing sector may emerge as the most important stimulus to economic growth 
in the 1970's. During the present decade however it is probable that agriculture 
will retain its position as the mainstay and main growth point of the economy.



ECONOMIC SUMMARY

The data set out below is derived from the text of Annex I which provides 
a survey of the main features of the Uganda economy and may be referred to by the 
reader previously unacquainted with the country.

UGANDA

Population 7,360,000 (mid 1964) Rate of increase 2.5 per cent per
annum

Area 91,000 square miles )

Rainfall 4o"-50" over most of the country

Gross domestic product

1963 (Est.) Total economy £176.1 million

of which monetary economy £128 .7 million

Composition of monetary economy:

Agriculture 49 per cent
Commerce 20 per cent
Manufacturing 5 per cent
Government 6 per cent
Other 20 per cent

Rate of growth 1954-1963

Total economy 3*5 per cent per annum

Monetary economy

(a) at current value 3 -7 per cent
(b) at constant prices 4.7 per cent (unofficial estimate) 

Per caput income (I9 6 3) £24.5.

Capital formation (Monetary economy only)

1963 (Est.) Total £19.4 million (13.6 per cent of monetary gross domestic 
product)

of which: public sector 60 per cent

Trade

1963 Total domestic exports £59•7 million 
Total imports £40.8 million
Exports to East Africa £ 8.2 million 
Imports from East
Africa £ 9.9 million



Composition of domestic exports,

coffee, unroasted, 
raw cotton 
copper unwrought' 
sugar 
tea
cotton piece goods

Uganda is a member of a customs union which comprises, in addition, Kenya 
and the Tanganyika portion of the United Republic of Tanzania.

45.5 per cent 
24.0 per cent
6.0 per cent 
3.5 per cent 
3.4 per cent
3.1 per cent

8 5.6' per cent



THE UGANDA DEVELOPMENT PIAN IN OUTLINE

Background to the Plan'*'

1. Following a visit to Uganda in i960 by an IBRD mission and the publication, 
in 1961, of the mission’s report "Economic Development of Uganda", the Uganda 
Government drew up a development plan for the five-year period July I96I to 
June 1966, closely following the reeommendations of the IBRD. The Plan was 
revised in I963, one of the main modifications being to bring planned expenditure 
in' the public sector significantly above the level recommended by the IBRD. The 
Uganda Government is currently preparing a second five-year Development Plan which 
the Minister of Planning has described as being conceived on a more detailed and 
comprehensive scale than the present one,^

-, z

Aim and growth targets

2. . The Plan itself contains a succinct statement of its aim:

"The central aim of the Government's development policy is to achieve 
the maximum possible increase in the prosperity and welfare of the people of 
Uganda. This means that gross national product must be greatly increased; 
but it also means that the rate of increase of gross national product must be 
greater than the current rate of population increase. By seeking to diversify 
the economy, the Government will strive to eliminate those conditions which 
have always made the country's economy dependent on the vagaries of inter
national prices for primary products. It is also the aim of the Government 
to provide for the equitable distribution of the wealth of the nation so as to 
ensure social and economic justice."

"The First Five-Year Development Plan", Government Printer Entebbe. 
(Henceforward generally designated "The Plan".)

2
Statement by the Minister of Planning and Community Development to the 

Uganda Parliament on 29 June 1964, as reported in the Uganda Argus of 30 June 1964.



The Plan also states that "the major emphasis must be on Increasing production 
so as to increase the national income and. j^yernment,.revenue as rapidly as 
possible."

3- The Plan postulates no specific target with respect to growth of gross 
domestic product but it contains a calculation that, on the basis of a capital'/ 
output ratio of the planned investment of £94 million in the monetary economy,
together with probable but unrecorded investment in the subsistence sector, would 
give rise to a gross domestic product growth rate of between 4.5 and 5 per cent 
per annum or between 2 and 2.5 per cent in per caput terms. Between the beginning 
of 1961 and the end of I9 63, which includes a six-month period prior to the Plan 
period, gross domestic product at current value grew at an annual rate of 5 per 
cent with most of the increases arising in 1963 as a result of favourable commodity 
price movements. In the nine-years period 1954-1963, the growth rate at current 
prices was 3-5 per cent or 1.0 per cent per caput.^ Although the realization.of 
the growth target will, to a very large extent, depend on export commodity -price 
movements it would seem that, in the light of the performance of the Uganda 
economy since the inception of the Plan, the Plan target of a 4.5 to 5 per cent 
rate of growth per annum can be achieved. Presenting his budget for 1964, the 
Uganda Minister of Finance said that it was the intention of his Government to 
double xper caput income by 198O. The achievement of such a target would require 
a rate of gross domestic product growth of 7 -3 per cent per annum to give a per 
caput rate of growth of 4.8 per cent, an ambitious, but by no means unrealizable, 
objective when viewed against performance in recent years.

4.. The ■ Plan contains no projections for either trade or balance of payments. Nor 
is there any assessment of the Plan's -impact on the volume of production, either by 
broad sector or by individual commodities. Price movements, past or future, are 
not mentioned in the Plan and its growth implications, outlined in the previous 
paragraph, are based on the assumption of constant prices.

2
Development expenditure

(a) Summary

5» The Development Plan calls for expenditure of £94 million in the five years 
July 1961 to June 1966. Of this amount £71-7 million is projected for the public 
sector, and £22.3 million in the private sector. These figures relate to gross 
investment and include the cost of replacement of existing capital stock, but do 
not cover inventory changes.

However, as is estimated in Annex I, at constànt prices, the rate of growth 
was in the neighbourhood of 4.7 per cent per annum.

2
The term "development expenditure" is employed rather than "capital expen

diture" or "investment" in order to cover certain Government recurrent expenditure 
included in the Uganda Government's development budget (see paragraph 3 0)•



(b) Public sector . ;; __  ' _ ...._

6. Of the proposed public sector expenditure, the Central Government's target
is £42.8 million,~a figure which itself can be further broken-down--as- follows-:• -
£2 8 .5 million capital investment, £6 .5 million additional recurrent expenditure^; 
£5.8 million of loans--and grants to be-transferred to local governments and 
£2 million as a reserve. Local governments are, under the Plan, to obtain 
£2 million," - for -development purposes,- from taxes "levied- by themselves so that- they 
would be able to. finance a total capital expenditure of £7 .8 million. East African 
Railways and Harbours' capital investment is estimated at £3 million, most of 
Which represents the cost of railway extension. The proposed capital expenditure 
by East African Posts and Telecommunications is £500,000. The parastatal 
organizations are, in terms of the Plan, to invest £23.2 million. One of these 
organizations, the Uganda Development Corporation is scheduled to invest 
£15-4 million of which £2.8 million will come from private interests participating 
in joint ventures with the Corporation.

Described in the Plan as expenditure on "schemes of a developmental nature 
which are not expected to leave behind them any substantial permanent burden of 
recurrent expenditure"1.



Table 1

PROPOSED CAPITAL AND DEVELOPMENT EXPENDITURES IN THE " ■
™ PUBLIC SECTOR I96I/62-I9 6 5 /66

£ million

Sector and sub-sector

Central Government 
programme

Other Total
Capital

Additional
recurrent

Total

Commodity producing, commerce and 
tourism 6 .2 1.7 7-9 1 8 .9 2 6 .8
Agriculture and co-operatives- 3.5 1 .0 4.5 7.4 II.9
Crop marketing - - - 0.2 0.2
Livestock and animal industry 2.0 0.4 2.4 - 2.4
Fisheries
Forestry

0.1)

0.3)
0.1 O .5 - 0 .5

Game and tourism 0.2 0.1 O .3 O .3 0.6
Mining and mineral exploration - 0.1 0.1 0.2 0 .3
Food and drink processing - - - 1.0 1.0
Textile production - - - 1.7 1 .7
Paper and bag production - - - 1.8 1 .8
Other manufacturing - - - 2.3 2 .3
Commerce 0.1 - , 0.1 0.7 0 .8
Credit - - - 3-3 3.3

Basic economic overheads 7-7 7 .7 8.0 15.7
Roads 7.2 - 7.2 - 7.2
Railways - - - 3.0 3 .O
Airports O .3 - 0 .3 - 0 .3
Posts and telecommunications - - - 0.5 0 .5
Electric power - - - 4.5 4.5
Surveys and mapping 0.2 - 0.2 - 0.2

Social services . 8.9 2.7 11.6 ... 11.6
Education 5.5 1.5 7.0 - 7.0
Health 2.3 0.7 3 .O - 3-D
Labour - 0.1 0.1 - 0.1
Community development 0.4 - 0.4 - 0.4
Information services 0.7 0.4 1.1 - 1.1

Defence, law and order 3.4 1 .2 4.6 4.6
Defence 1.4 1 .1 2.5 - 2.5
Police 1 .3 0 .1 1.4 - 1.4
Prisons 0.7 - 0.7 - 0.7



Table 1 (cont'd)

Sector and sub-sector

Central Government 
programme

Other Total

Capital
Additional
recurrent

Total

Administration and miscellaneous 2.3 0.9 3-2 .3-2
Administration 2.1 0.1 2.2 - 2.2

Foreign service 0.1 0.8 O .9 - O .9
Customs 0.1 - 0.1 - 0.1

Kingdom Government and local 
authority services 5.8

-,

5.8 2.0 7.8

Water supplies, urban services 
and housing 1.4 1.4 „ 1.4

Local authorities loans fund 4.4 - 4.4 - 4.4

Local authorities own resources - - - 2.0 2.0

Reserve 2.0 - ■ 2.0 - 2.0

Grand totals 3 6 .3 6.5 42.8 28.9 71.7 

-------- 1

Source: The Plan.



(c) Private sector

7. As already , noted, in. paragraph. 5., the Plan envisages ..investment in the 
private sector amounting to £22.3 million. (This is in addition to the £2.8 million 
of private capital proposed for..joint. ventures with the Uganda Development 
Corporation.) The estimates of private investment were arrived at on the basis of 
an enquiry conducted at the end. of 19.6.1., by. means of which information on invest
ment plans was collected from most of the substantial manufacturing, processing
and merchanting concerns in Uganda. It is pointed.out. in the Plan that the 
results of this enquiry have to be treated with some caution but are sufficient 
to provide an indication of the likely order of magnitude of private investment.

(d) Allocation of investment by economic activity

8. Table 2 below provides a breakdown of proposed capital-investment in both 
the public and private sectors and for the two sectors combined. Those economic 
sectors in which investment is likely to give rise to an immediate increase in the 
value of output are: agriculture (including some product processing), game and
tourism,. mining and manufacturing ..and processing. In the public sector these heads 
amount to nearly one third of total planned expenditure; in the private sector to 
one half; and for the two sectors combined to about 36 per cent.

...........     Table 2

BREAKDOWN OF PROPOSED DEVELOPMENT
EXPENDITURE.BY.ECONOMIC SECTOR ----- ....... - ....

Sector Public Private Total
£m % £m % £m %

Agriculture1 15.O 21.5 5-4 27.9 20.4 22.9
Game and tourism 0.6 0 .9 - - 0.6 0.7
Mining 0.3 0.4 - - 0.3 0 .3
Manufacture and processing 6.8 9.8 4.1 21.2 10.9 12.2
Commerce 0.8 1.2 7.8 40.3 8.6 9.7
Credit 3.3 4.7 - - 3-5 3.7
Basic economic overheads 15.7 22.5 - - 15.7 17.6
Social services 11.6 16.6 - - 11.6 13.0
Defence, law and order 4.6 6.6 - - 4.6 5.2
Administration and miscellaneous 3-2 4.6 - - 3.2 3 .6
Local government 7.8 11.2 - - 7.8 8.8

Building and construction - - 0 .9 4.4 0 .9 1.0
Road transport - - 1.1 5.8 1.1 1.2

Others - - 0.1 0.4 0.1 0.1

69.7 100 19.3 100 89.0 100
Reserve 2.0 - 2 .0
Unallocated - 3 .0 3.0

71.7 22.3 94.0

Including produce processing.

Source: Calculated from Uganda Development Plan.



9. An assessment of the impact of the Plan in the different producing sectors 
and for the major individual commodities, especially those entering or likely to 
enter into Uganda's foreign trade, is contained in Annex II. The Annex also 
sets out, particularly in relation to the major export commodities, certain 
background material, which, it is considered, might be useful in facilitating 
understanding of production and internal marketing problems confronting Uganda.



PROGRESS IN THE IMPLEMENTATION OF THE PLAN

10. The Plan only provides details of the phasing of Central Government 
expenditure during the Plan period but, as the Central Government is 
financing £5 .8 million of the £7 .8 million expenditure of local governments, 
a rough estimate of phasing is feasible in this sector as well. If it were 
to be somewhat arbitrarily assumed that investment in the other sectors in 
any particular year would amount to one fifth of total planned investment 
in these sectors, then an assessment could be attempted of the progress made 
in the implementatiòn of the Plan since its inception in July 196I until 
December I9 63, or one half of the period covered by the Plan. Table 3 below 
compares actual investment with planned investment.

11. The table shows that, on the assumptions given, capital investment as a 
whole has, in the first half of the Plan period, been slightly in excess of 
notional planned development expenditure. However, it is apparent that, 
within the satisfactory overall position, performance of different sectors
has varied. Expenditure by the Central Government, both capital and additional 
recurrent, is below that proposed in the Plan and local government expenditure 
is considerably below the target postulated in the table. On the other hand, 
investment in the private sector, which includes parastatal organizations such 
as the Uganda Development Corporation and the Uganda Electricity Board, has 
been markedly in excess of the postulated target. It is noticeable, too, that 
expenditure by the Common Services Organizations has been higher than the 
total proposed for this sector. However, the bulk of the investment attributed 
to EACSO represents expenditure incurred by East African Railways and Harbours 
in railway extension work which is now nearing completion. In summary, it 
would seem that the Plan has slightly over-estimated the rate of capital 
expenditure by Government, both central and local, but has under-estimated the 
rate of investment in the other sectors.

12. Except in the case of the Central Government, there are no available 
statistics from which it would be possible to deduce the allocation of actual 
investment between the different economic sectors. Table 4 below provides a 
breakdown of actual Central Government development expenditure by broad sector 
for the first three of the five fiscal years covered by the Plan compared with 
planned expenditure in this period.



Actual Development Expenditure, July 1q61 to
■ Compared With Expenditure Proposed in Plan

£m

Period
Central Government1 Local Government EACSO

„  .  ? 
Private Total

proposed Actual Proposed Actual Proposed Actual Proposed 'Actual Proposed Actual

July to 
Dec. 1961 2.0 2.1 0.6 ... 0.5 0 .3 0.6 4.5 5.2 : 7.4: 8.7

1962 5.0 4.2 1.1 0.8 0.7 1.2 9.5 1 0 .2 : 1 6.3; 1 7.O
1963 8.0 5.2 1.2 0 .5* 0.7 1.1* 9.5 1 3.0*: 1 9.4, 20.5*

Total
July I96Ito 
Dec. 1963 1 5.O 11.5 ■ 2,9 1.8 1.7 2.9 22.7 28.4 42.3 44.6

Jan. 196^to 
June 1966 1 9 .9 4.9 1.8 2 3.O 49.6

Total 35.0 7.8 3.5 45.7 92.O

*Estimated.

"̂ Includes additional recurrent' expenditures but excludes loans and grants to local governments and 
reserve of £2 million (See Table l).

2
Includes parastatal bodies such as Uganda Development Corporation and Uganda Electricity Board.

Assumptions: (a) That expenditure in the EACSO and private sectors will be phased nearly evenly over the
five years of the Plan.

(b) That Central Government expenditure in fiscal years (July-June) can be divided equally 
among the two calendar years affected.

Sources; Proposed expenditure: calculated from the Plan
Actual expenditure: Central Government Sector: Table 4. •

Other Sectors: Table 2 of Annex I.
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Central Government Actual Development Expenditure 
by Plan Sector for the Three Fiscal Years I961/63 

Compared with Planned Expenditure^-. "

------ Expenditure

'Actual Planned Actual as
61/62.
£'000

62/63
£ ’000

63/64
£'000

Total
1961/64
£m

£m
percentage 
of planned 

%

I. Commodity pro
ducing commerce 
and tourism 608 1,584 1,839 4.0 4.8 83

II. Basic economic 
overheads 1,314 436 498 2 .2 3-4 65

III. Social services 1,456 1,541 2,525 5-<5 : 7.6 72

IV. Defence, law 
and order 489 332 718 1 .5 . 2.4 63

V. Administration 
and miscellaneous 215 385 566 1:2 1.7 71

VI. Local government^ 741 509 744 2.0 2.4 83

Total 4,823 4,787 6 ,890 I6 .5 22.3 74

This table has been constructed as follows: actual expenditure from
figures made available by the Uganda Ministry of Planning and Community Develop
ment. Planned expenditure figures are derived from the Annex to the Plan.

^Transfers from Central Government to local governments for development 
purposes.

13. The table shows that, although expenditure in all sectors is below that 
proposed in the Plan, the short-fall in "commodity producing commerce and tourism", 
the sector of Central Government expenditure in which immediate direct effects 
on production are most likely, is only 17 per cent. The facts that Central Govern
ment development expenditure in the immediately productive sectors has been 
relatively satisfactory and that investment by the private sector, the proportion 
of whose investment in immediately productive.projects is relatively high, has 
been greater than the Plan anticipated, leads to .the conclusion that the productive 
sectors of : the economy have fared relatively better than social services and basic 
infrastructure as regards investment. The desirability of such a development is 
at least debatable since the future growth of - the Uganda economy will depend to 
a large extent on present investment in projects such as schools. Moreover future 
investment in agriculture and manufacturing may be retarded if transport facilities 
are inadequate.



SECTION 4 

FINANCING THE PLAN

A. Private Sector

14. No statistics are available to show the source of financing of the private 
investment since the inception of the Plan. Official balance-of-payments 
estimates are available only on an East African basis so that the foreign com
ponent in the financing of capital formation in the private sector in Uganda 
cannot be estimated. It is however probable that during the Plan the bulk of 
private gross capital formation has in fact been financed from domestic saving.
In the case of manufacturing,for example, it has been estimated that about 15 per 
cent of investment, since the inception of the Plan, has been made by foreign 
companies.

B. Public Sector other than Central Government

1 5. Expenditure in the public sector outside the Central Government programme 
will, it is estimated in the Plan, amount to £28.9 million. This figure includes 
£2 million to be raised-by local governments in addition to the £5.8 million they 
are to derive from capital transfers from the Central Governments. No accurate 
up-to-date figures 'are available to show whether local governments have in fact 
been successful in achieving this target to date but indications are that they 
have not. In terms of the Plan, one half of the Uganda Development Corporation's 
capital expenditure is to be met from its own surpluses, (it is also supposed 
that private enterprise would invest £2.8 million in joint vèntures with the 
Uganda Development Corporation). In addition, the Uganda Development Corporation 
has received from the Central Government money borrowed by it from the United 
States Agency for International Development and then relent to the Corporation at 
commercial rates of interest. ’ The Uganda Electricity Board is financing a portion 
of its proposed capital expenditure (£4.5 million) from its own surpluses, but as 
in the past the Board continues to require foreign capital which is raised and 
guaranteed by the Uganda Government.. The East African Railways and Harbours 
Administration finances' its capital expenditure from its own surpluses or from 
borrowing on its. own account under guarantee of the three .East African governments. 
With .the .possible exception of the Local governments, the bodies operating in the 
public sector do not seem to have met with any significant difficulty in acquiring 
finance for development purposes.



C. Central Government

(a) Recurrent Budget

16. Uganda Government recurrent expenditure has been increasing rapidly. Between 
1961/1962land 1963/1964 such expenditure increased by 24 per cent whilst gross 
domestic product grew by about 12 per cent between I96I and 1963.2 However, 
recurrent revenue has been growing at a faster rate than expenditure and in 
1963/1964 it proved possible to transfer £1 .5 million to the development budget 
whilst at the same time accumulating a surplus of £2 .7  million on recurrent 
account. Table 5 below provides a breakdown of sources of current revenue in the 
last two fiscal years and those estimated for the current fiscal year. A 
characteristic of Uganda's revenue is the heavy dependence on customs and excise 
and export taxes which between them provide more than 75 per cent of total 
recurrent revenue. On the other hand, income tax yields3 are stagnant and the 
Uganda Government has hired, through the United Nations Technical Assistance 
Board, an expert to investigate the revenue situation and survey the tax system.

Table 5

SOURCES OF REVENUE: RECURRENT ACCOUNT

I962/63 1963/64 1964/65

Actual Actual Estimates
£m % £m % £m %

Direct taxes 5-9 18 3.8 14 4.0 13

Customs and 
Excise 12 .1 55 12 .8 47 13 .8 45

Export taxes 3-3 15 7-9 29 10 .0 33

Other 2 .6 ' 12 2 .7 10 2.8 9

2I .9 100 27.2 100 3O .6 100

Expenditure 21.5 24.4 31.4 -.

Source ; "Estimates of Revenue 1964-1965".

1
The_fis.ca.1 year is July/June.

2
In the latter year Central Government expenditure, both recurrent and 

development, amounted to about 24 per cent of estimated monetary gross domestic 
product, a demonstration of the importance of the Central Government's activities 
to the economy.

"̂ Income tax is levied on single person incomes in excess of £7*0 per annum.



17. Export taxes are, as noted above, a substantial element in Uganda's 
recurrent revenue. However, particularly as the taxes are’levied on a pro
gressive basis with higher taxes applying when export prices rise, yields from 
these taxes tend to be - extremely volatile.-1- In I96I/1962 export taxes yielded 
£1.8 million, but in 1.963/19.64, as a result of higher commodity prices,
£7-9 million. Table 6 below.analyzes .export tax yields by commodity. It will 
be seen that practically all the recent increase in. tax yields is attributable 
to coffeer- the effective.-, rate of t.ax on which was raised in 1963 and the export 
price of which rose considerably during the year 1963/1964. ..... ...

Table 6

EXPORT TAXES

1962/63 1963/64 1964/65

Cotton

Coffee

Hides and skins

Total Export 
Taxes

Actual

£ '000

1,609

1,632

45

Actual

£  ' 000 

1 ,8 3 0

5,991

35

Estimates

£ '0 0 0
2,000

8,000

42

3,285 7,856 10,042

■ Source; "Estimates of Revenue 1964-65"

l8. The impact of changes in the prices of coffee and cotton on export tax yields 
and Price Assistance Funds^ is demonstrated, albeit inexactly, in the following 
tables. During the period 1958-1963, the actual annual average price of coffee 
ranged from £125 (1961) to £259 (1958) per ton. In the same period the price 
of cotton varied from £231 to £268 per ton with a I963 average price of 
£244 per ton.^

It is for this reason that receipts from export taxes above about £5 million 
are regarded by the Uganda Government as "windfall" to be used for development. 
Hence the provision, in the 1964/65 estimates, for transfer of £5 million to 
development account.

2
The main purpose of the Price Assistance Funds is described in paragraphs 10 

and 15 of Annex II.
3
The prices are f.o.b. Mombasa and a small downward adjustment in them is 

needed in the case of cotton to make them comparable with the f.o.b. Uganda 
prices listed in Table 8.



Table 7

EFFECT-OF CHANGES IN EXPORT PRICE OF COFFEE ON 
EXPORT TAX RECEIPTS AND COFFEE PRICE'ASSISTANCE FUND

Price, f.o.b., Mombasa £ per ton 100 150 200 25 Ó 300 3 5 ®

Price to the producer"*" tt 104 104 104 104 104 104
2

Other expenses tt 36 36 36 36 36 36
3Export tax tt

3 ■20 37 53 70 87

Total outlay- -... ' t t  . " 143 "160 -167 -193 .,. 210, .227

Surplus or deficit • - -  > t t .............. -43. -10- +33 +57 +90 +123

Yield from export tax £m^ • 0.5 3.5 6.5 9.3 12.3 15.2

Change in fund £m5 -6.9 -1.6 +5.3 +9.1 +14.4 +19.7

Producer prices are paid on the basis of cents per lb. of unhulled coffee, 
with certain qualitative variations. A price of £104 per ton would reflect an 
average unhulled price of about 50 cents per lb. -, the price currently paid.

Includes charges for processing, storage, transport, administration etc. 
Certain of the costs covered would vary with volume handled but the figure of 
£30 per ton would approximate to real costs calculated on the basis, of present 
actual handlings by the Board*

3Calculated as One third of realization in excess of £90 per ton.

4
Based on exports of 175,000 tons.

5
Based on handlings by the Board of l60,000 tons. .



EFFECT OF CHANGES IN EXPORT PRICE OF COTTON 
ON GOVERNMENT TAX RECEIPTS AND PRICE ASSISTANCE FUND

£ per ton

Average price, f.o.r. Uganda 175 200 225 250 275 300

Average price to producers-*- 190 190 190 190 190 190
p

Other expenses 75 75 75 75 75 75

Export tax 21 28 32 37 41 46

Total outlay 286 293 297 302 306 311

Deficit 111 93 72 52 31 11

£m

Yield from export tax3 1.3 1.7 1.9 2 .2 2.5 2 .8

Surplus from sale of seed^ 1.9 1.9 1.9 I .9 1.9 1.9

Loss on sale of lint^ 7-3 6 .2 4.8 3-4 2 .1 0 .7

Change in Price Assistance 
Fund

-5.4 -4.3 -2.9 -1 .5 -0 .2 +1.2

"̂Producer prices are paid on the. basis of cents per lb. of seed cotton
with variations for type and quality. £190 per ton approximates to the 
weighted average of seed cotton prices ruling in the years I96I-I9 63.

2
Includes payments to ginnerscost of distribution of seed for planting 

and selling and administrative expenses, etc. but not the cost of railage to 
Mombasa. The figure of £75 Is based on actual expenses incurred by the Board 
in the year ending J1 October I9 65. Certain elements under this head would 
vary with volume handled. In I963 cotton purchased by the Board amounted to 
64,000 tons.

3
Yield from export tax is calculated on volume handled net of estimated 

deliveries to the local textile industry.

4
Amount derived from actual figures for 1963.

5
Based on handlings of 66,000 tons (370,000 bales).



(b) Development Budget

1 9. Table 9 below summarizes the manner in which the development expenditure has 
been financed during the first three fiscal years of the Plan and, on the basis of 
estimates, the likely sources -of■revenue- for 1964/65. It.will be noted that there 
appears to be no consistent-pattern of financing of-development expenditure. In 
the first year of the Plan there was heavy dependence on foreign aid, both grants 
and loans, but in the two succeeding years the contribution of foreign aid had 
fallen to 40 per cent. The estimated deficit in the development budget for 
1964/65 of £5.2 million is, in practice, unlikely to materialize. In presenting 
his budget, the Minister of Finance stated thac he was confident "that Government 
can obtain additional finance from both internal and external sources to close this 
gap and also to finance new development projects".

(c) Public debt and debt servicing burden

20. At the end of the fiscal year 1961/1962, Uganda's public debt amounted to 
£27.9 million of which all but £850,000 had been relent to the Uganda Electricity 
Board. On a rough estimate "it would"sefem that by the end of June 1965, it will 
have risen to £32 million. Only a very small portion of the public debt of Uganda 
is locally held. The bulk of past borrowing has taken the form of flotations on 
the London money market or direct Exchequer loans by the United Kingdom Treasury. 
The Uganda Government has also borrowed from the International Bank for relending 
to the Uganda Electricity Board. From the structure of the Uganda Government 
public debt it can be deduced that over £9 million will have to be repaid or 
refinanced by the end of 1969 and a further £4 million by the end of 1973* The 
burden of debt servicing, although still relatively light, is growing. In the 
fiscal year 1962/1963,debt servicing charges amounted to £1 .5 million whilst it
is estimated that, in 1964/1965,the figure will have grown to £2.4 million. Of 
the £2.4 million-*-, £400,000 represents interest and redemption of certain local 
borrowings, and the residual £2.0 million, the cost of servicing the foreign held 
debt, amounts to 3-2 per cent of 19&3 external exports. In addition to the. debt 
arising from its own borrowing and from the guaranteeing of the borrowing of other 
Uganda public sector institutions, the Uganda Government is one of the three joint 
and several guarantors of the debt of EACS0 organizations. By the end of June 196 
this debt is likely to amount to £75 million, of which Uganda's notional share 
would be about £25 million. It is not to be expected, however, that the Uganda 
Government will, in fact, be called upon, as one of the joint guarantors, to 
service this debt.̂

Of which only £580,000 is a charge against recurrent revenue, the rest 
being contributed by institutions (mainly the Uganda Electricity Board) to which 
the Uganda Government had relent the principal.

2
By far the largest element of the EACS0 debt is that which has been incurred 

by'the East African Railways and Harbours Administration, a description of which 
appears in Annex III.



Table 9 

DEVELOPMENT BUDGET

£ '000

1961/62 1962/63 1963/64 1964/65
Actual Actuàl Actual Estimates

Expenditure1 4,824 4,787 6,890
1

' 14,453

2
Revenue 3 ,982 3,530 .. ... 5., 970 9,275

of which:
5

Grants from abroad 
Other non- recurrent

1,198 C
T\

V
O CO 1,293 367

revenue^

Transfer from current
505 2 ,152 1,664 932

account - - 1,5 00,
l,4o8

5 ,000
Local borrowing ■ - - 1257
Foreign borrowing 2 ,279 680 1 ,085 2,850

Surplus or deficit - 842 -1,257 • - 920

4
Amount of reserve 414 - 843 -1,763 •■6,942

5
Foreign contributions

(grants and loans) 

Foreign contribution as

3,477 1,378 2,378 3,217

per cent of total
revenue5 87% W o 40 % 35/6

^Includes transfers to local governments.

^Revenue figures, both total and by type, for I96I/6 2 and 1962/6 3 are not 
accurate but suffice for the purpose of assessing broad magnitudes. .... - ....

Includes Public Debt reimbursements and certain earnings of departments of 
a non-recurrent nature.

"Capital Development Account".

As with other revenue items these figures are not accurate for the years 
1961/62 and 1962/6 3. It should be noted that they do not completely accord with 
totals in Table 10 below.

^Transfer of certain Pension Funds to Revenue.

Tpremium Development Bonds.

Sources: "Statistical Abstract I963" and "Revenue Estimates 1964-65".



21. The magnitude of Uganda's externally-held public debt which, as noted above, 
will amount to about £32 million by the end of 1965, or some 20 per cent of monetary 
gross domestic product, has to be assessed in the light of the foreign assets of 
the Uganda - Government< At .the end of.June 1962, the Uganda Government's sterling 
assets amounted to £25.5 million, of which the Coffee and Cotton Price Assistance 
Funds constituted, between them,£17.5 million.1 In recent years there has been a 
tendency for these funds, particularly the Cotton Price Assistance Fund,to be drawn 
upon to meet Marketing Board deficits,.and to cover certain Government developmental 
expenditure. At the same time Government revenue reserves have been run down so 
that it may Is expected that the sterling assets have now declined significantly.^

D. Foreign aid to the public sector

22. Table 10 below provides official estimates of external financial assistance
since July 196I in respect of both the Central Government and the other public sect# 
institutions. The Table does not, unfortunately, distinguish between grants and 
loans but for the purposes of assessing broad magnitudes Table 9 can be used for 
this purpose, it being assumed that all grants are in fact made to the Central
Government. It will be noted that the totals for the Central Government do not
accord exactly with the figures in Table 9. On the future prospects of obtaining 

foreign aid, the Minister of Finance stated, in presenting the 1964/1965 bufcf •

"Bearing in mind our sound financial position, the record of self-help 
that we have achieved, the buoyancy of our economy and the related confidence 
that will" be generated'-both-at Home"-'and abroad, we should have every reason to 
be confident that the raising of the additional development finance which we 
so •urgently.require for our development plan should prove to be a relatively 
easy task."

«

"*"The residual amount included sinking funds.

^These sterling assets are not required as backing for the currency nor are 
they to be regarded as normal foreign exchange reserves to meet external balance- 
of-payments deficits. Uganda shares a common currency with the other East African
countries and, in the last resort, deficits in the balance-of-payments of East 
Africa as a whole would be covered by drawings on the sterling assets of the East 
African Currency Board. (See Annex III.) The Uganda Government holds its 
reserves and sinking funds in the form of sterling assets to enable otherwise idls 
funds to earn interest, which, in 1963/1964, amounted to £317,000. Uganda has 
drawing rights in the International Monetary Fund of £8.9 million.



EXTERNAL FINANCIAL ASSISTANCE TO PUBLIC SECTOR

Source of Aid I96I/6 2 1962/63

1963/64
Revised
Estimate

1964/65
Estimate

Total

To Central Government -
British sources 3,600 1,375 2,576 817 8 ,368
United States AID - 71 513 1,064 1,648
Federal German Republic - - - 1,400 1,400
International sources - 18 146 40 204

Total 3 ,600 1,464 3,235 3,321 11 ,620

To Other Public Sector -
British sources 2,400 100 - 2 ,5 0 0
United States AID ... ... ... ... 714
Federal German Republic - - - 500 500
International sources 1 ,5 2 0 770 628 80 2,998

Total

TOTAL EXTERNAL FINANCIAL 
ASSISTANCE

3,920 .870 628 580 6,712

7,520 2 ,334 3,863 3,901
!

18,332 I

Details not available.

Source: ’’Background to the Budget 1964/6511.



E. Summary

23. On the basis of the foregoing, it would, seem unlikely that availibility of 
finance for the G entrai Government development account is going to present any more 
of a problem in the remaining 'two years of the Plan than it appears to have done in 
the first three although,clearly, the continued ability of the Government to 
finance a portion of development expenditure from recurrent surplus will not only 
facilitate present financing but lessen the burden of future debt servicing. The 
situation as regards the recurrent budget, would, however, seem altogether different 
There is, as noted, a tendency for expenditure to increase at a faster rate than 
gross domestic product and receipts other than those derived from trade. Should 
receipts from export taxes decline in 1964/1965 to their 1962/1963 level"1", and 
assuming expenditure and other revenue receipts are substantially as estimated, the 
deficit on recurrent account would amount to some £7.5 million. It can, of course, 
be expected that receipts from import duties^ and excise will increase as a result 
of gross domestic product growth, but the evident slowness in the growth of direct 
taxes, licences, etc., implies that extreme difficulty would be experienced in 
attempting to offset a loss in export tax receipts. On the subject of tax 
receipts, the Minister of Finance stated, in presenting the 1964/1965. budget, that 
"our normal revenue sources seem to have reached their maximum yield; we are 
therefore in a situation where we are almost certain that, unless we do increase our 
normal revenue capacity through further economic development, recurrent 
expenditure will increase at a faster rate than recurrent revenue". Recurrent 
expenditure must continue to increase if the costs of servicing capital expenditure 
being undertaken, particularly in such fields as education and health, and debt 
charges, arising from borrowing, for development, are to be met. Failure of 
recurrent revenue to match these increases may in future, in fact prove to be the 
most important limitation on development. Prices of, and resulting tax yields from 
exports will, in all probability, play a crucial role in determining whether a 
brake hasto be applied to Uganda's economic growth.

In this connexion, it is worth noting that there has been a fairly sharp fall
in Robusta prices in the second half of 1964 and this may require a revision of the
revenue estimates for 1964/1965.

2
Although the tendency for East African manufactures to be substituted for 

imports from outside the" customs union means that receipts from duties will not keep 
pace with the growth in imports. It can be expected, moreover, that duty-free or 
low-duty items will comprise a larger portion of Uganda's imports from outside
East Africa with the growing share of investment and producer goods.



SECTION 5 

EXTERNAL EXPORTS1

(a) General

24. In this, and the succeeding Sections on Uganda’s interterritorial exports and 
imports, an attèmpt is made to analyse briefly past trends and to make projections, 
both by volume and value,for 1970, and, on the basis of the projections contained in 
these three sections, to attempt a calculation of Uganda's balance of trade in that

, year. (See Section 8.)

25. Uganda's geographical position is an important determinant of her competi
tiveness" as an exporter. The bulk of Uganda’s exports outside East Africa passes 
through the port of Mombasa, which is 8OO miles from the principal railing 
points in Uganda. Clearly, therefore, a sizeable element of transport cost 
appears in the f.o.b. Mombasa value of Uganda products, which carries with it 
the implication that Uganda has a considerable interest in the level of railway 
rates pertaining between Uganda railing points and Mombasa. Railways are, in 
East Africa, a common service, whose policy is ultimately determined by the 
Governments of the three East African countries acting jointly.^ Uganda exporters 
to not appear at present to be concerned over railway rates.5 However, it is 
clearly in the intêrest of Uganda to maintain the present arrangements, not only 
because of thé savings of a joint railway administration, but because of the 
stake she has in ensuring that her exports are transported to Mombasa at 
competitive rates.

26. As a member of the British Commonwealth, Uganda enjoys preferential access 
in a number of Commonwealth markets. The most important of these preferences are 
those accorded by the United Kingdom, but other Commonwealth countries such as 
Canada, Australia and New Zealand grant preferences for some,- at least, of Uganda's 
exports. The value of these preferences will be commented upon in respect of
each of the individual commodities discussed below.

Uganda's foreign trade is officially designated either "interterritorial" or 
"external" to distinguish between trade, respectively, within and outside the 
East African customs union. This convention is followed here.

2
See Annex III for a description of the East African Railways and Harbours 

Administration.

^Difficulties have however been experienced in the dispatch of coffee and 
cotton at peak sales periods which, to some extent, overlap.



27. Uganda shares a common boundary with Rwanda, Congo (Leopoldville) and the 
Sudan. There are no rail connexions with these countries but nevertheless trade 
is conducted with them and with Burundi, to the south of Rwanda, by road.
Uganda's trade with Congo (Leopoldville), Rwanda and Burundi rose to £470,000
in 1958, but has subsequently declined, and in I963 amounted to only £141,000. 
Nevertheless these countries offer a promising potential market for Uganda produce, 
particularly foodstuffs and manufactures. Exports to the Sudan have tended to 
fluctuate fairly considerably, but in I963 amounted to £1.4 million.^ Table 11. 
below provides a commodity breakdown of the major external exports of Uganda in 
selected years 1955-1963.

28. The dominant position of coffee and cotton in Uganda's exports outside 
East Africa is demonstrated by the final column of Table 12 below which showsm 
that, in 1963, they contributed between' them over 80 per cent of the total.
Table 12 also shows the major markets for Uganda's principal products and the 
relative importance of certain countries as export outlets. It will be noted 
that the United States, which, in 1963, absorbed half of the coffee exports, is 
Uganda’s largest customer, taking over one quarter of her total exports. Other 
important purchasers of Ugandan produce in 1963 were the United Kingdom,
West Germany, India and the People's Republic of China.

29. In the subsequent paragraphs on Individual export commodities, an attempt 
is made to assess longer-term export prospects and,in particular, the likely 
evolution of world demand and future price movements. These projections draw 
upon data contained in the following studies:

(a) "Agricultural Commodity Projects for 1970": Food and Agricultural
Organization E/CN.13/48.

(b) "Trade Prospects for Developing Countries" by Bela A. Balassa published 
by Richard D. Irwin, Inc., for the Economic Growth Centre, Yale 
University.

The bulk of Uganda’s exports to the Sudan comprises coffee, and it is probable 
that this coffee is being shipped from Mombasa to Sudanese ports, and does not pass 
over the road system linking Uganda with the Sudan.



?£ble 11 

EXTERNAL EXPORTS

1955 . 1958 I96I I962 1963
Quantity Value Quantity Value Quantity Value Quantity Value Quantity Value

: '000 £ '0 0 0 '000 £ '000 '000 £ '000 '000 • £'@04 '000 £ '0 0 0

Fish,Fresh or Simply Preserved cwt. 25 • I89 49 268,.,.. .30 .210 18 .113 2 11

Maize and Maize Flour cwt. 736 740 - - 15 11 113 167 4 149

Beans and Pulses cwt. 13 18 7 21 55 . 76 11 19 2 ' 42

Coffee, Not Roasted cwt. 1,489 20,134 1,574 30,827 2,064 13,979 2,619 20,174 2,904 '27,181

Tea cwt. 45 1,062 53 979 76 1,472 104 1,997 its 2,041

Animal Feeding Stuffs cwt. 997 1,424 1,342 1,104 1,338 1,425 725 874 1,233 1,602

Hides and Skins cwt. 46 674 56 765 66 816 9.1 1,176 76 1,044

Oilseeds, Nuts and Kernels Ton 15 734 12 539 12 704 11 539 6 354

Raw Cotton 100 lbs. 1 ,225 16,386 1,550 l8,i4l 1,393 16,716 722 8,260 1,317 "14,330

Sisal Fibre and Tow cwt. 12 35 8 23 ' 11 43 ' 9 37 7- 45

Wolfram cwt. 3 122 1 6 4 73 - - - -

Cottonseed Oil cwt. 5 29 42 239 4 28 1 7 17 88

Copper and Alloys, Unwrought cwt. - - 256 2,0 55 259 2 ,961 ' 311 3,617 306 3 ,612

All Other Commodities - 353 - 431 - 681 - 555 976

TOTAL - 41,902 - 45,409 - 39,195 - 37,635 - 51,485

Source:' Annual" Trade Reports-...........     to
  <§ *8

(Dp



EXPORTS OUTSIDE EAST APRICA - VALUE OP PRINCIPAL COMMODITIES BY PRINCIPAL COUNTRIES OF DESTINATION, 1Q63

£ ' 0 0 0

Country of Destination
V Per

West
Nether
lands

South Hong 
Africa. Kons

Other
Countries

centage
Commodity India UK Ger USA • Japan Italy Total of Total

many Domestic
Exports

Cotton, Raw 2,468 345 2 ,000 908 877 552 . 44 1,986 5,15g1 14,330 ’ 2 7 .8
Coffee, not Roasted - 6,960 421 13,454 274 113 66 1,031 - 4,862 27,181 5 2 .8
Animal Feeding

Stuffs - 1,130 - - - - - - 472 1 ,602 3.1
Oil Seeds, Oil Nuts
and Oil Kernels - 148 3 - 8 24 2 - 54 116 355 0.7

Tea - 903 7 228 1 - 159 73 - 670 2,041 •~3 »9
Hides, Skins and Fui
Skins, Undressed 15 161 71 18 - 28O 58 - - 441 1,044 1 .9

Copper and Alloys, .

Unwrought 90 - 1,670 - - 35O 692 - - 810 3,612 7.0
Metalliferous Ores - 118 - 39 14 - • - - 13 184 0.4

All Other Commodities 1 211 6 77 21 8 17 4 11 770 1 ,126 2 .2

TOTAL 2,574 9,976 4,178 13 ,816 1,226 1,652 1,5*6 1,152 2,051 13,304 5 1/47.5 100.0

Percentage of 
Total

5.0 I9 .4 8.1 26 .8 2.4 3.3 3.1 2.3 4.1 2 5 .8 100.0

■*The People's Republic of China was the largest buyer of cotton in I963, purchasing £3,988,000 worth.

Source: Annual Trade Reports
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(b) Coffee

30. Uganda's coffees are mainly low quality Robustas which are exported for the 
manufacture of soluble coffeès. Arabicas comprise about 6 per cent of Uganda’s 
coffees. The bulk of Uganda's Robusta crop is sold through a Coffee Marketing 
Board by auction. The Uganda Government levies an expört tax on coffee at the 
rate of one third of the value of the coffee f.o.b. Mombasa in excess of
£90 per, ton.l

31. Since 1955» and except for 19 6l, coffee has been Uganda's major export and 
is likely to maintain this position in the foreseeable future. Table 13 below 
illustrates the development of coffee exports in recent years. In 1963* 
production was four times higher than it had been in 1954. Coffee prices had,by 
1961, declined to almost one third of their 1954 level, but recovered in 1962,
with this recovery being maintained in I9 6 3. As a result of the greatly increased 
quantities exported, and despite the decline in prices, the value of coffee 
exports has grown, reaching a record level of £27.2 million, in I9 6 3. Although 
coffee is of great importance in the domestic economy, Uganda is a relatively 
small coffee producer accounting for no more than 4 per cent of total world coffee 
exports. Six per cent of the crop exported comprises arabica coffee, which, 
in 1963, received â price premium of about 45 per cent over the robustas. The 
United States absorbs nearly 50 per cent of Uganda's coffee, with the United 
Kingdom, Sudan, Israel, Australia and Canada also being important outlets.

Table 13

COFEEE EXPORTS

1958 1959 i960 1961 1962 1963

Value £'000 20,827 18,688 16,987 13,979 20,174 27,181
Quantity *000 cwts. 1,574 1,768 2,336 2,064 2,619 2,904
Quantum index (1954 = 100) 224 254 331 292 378 419
Price index (1954 = 100) 
Notional value at 1954

69 55 38 35 40 49

prices £'000 30,200 33,900 44,700 40,000 50,500 55,500

■^Information on the Uganda coffee industry is contained in Annex II, 
paragraphs 7-12.



32. The future prospects for Uganda's coffee exports hinge, to a very large 
extent, on whether or not the International Coffee Agreement remains in force. 
Uganda's quota under the Agreement is at present 114,000 tons. In 1963/64 coffee 
production was estimated at 178,000 tons, and it is expected that by 1970 output 
in Uganda will be 200,000 tons. A fairly high proportion of Uganda's coffee 
exports are directed at such "non-quota" markets as the Sudan, Japan, and the 
countries of Eastern Europe. ' Uganda is also a founder member of the Inter-
African Coffee Organization, the principal objective of which is to co-ordinate 
sales of African grown coffees so as to avoid disadvantageous competition between 
them and to secure optimum price levels. The Organization is mainly concerned 
with the sale of róbustas and in particular co-ordinates the timing of sales by 
Uganda, the Ivory Coast and Angola. It would be difficult to assess statisti
cally the effects of co-operation under the Organization, but there is general 
satisfaction within Uganda with the workings of the Organization.

33« Uganda’s coffees enjoy small specific preferences in the United Kingdom 
(3 per cent in ad valorem terms) and Canada (6 per cent). It is improbable, 
however, that these preferences have any marked effect on price levels since they 
are fairly small, and the United Kingdom and Canada between them absorb only 
a little over one quarter of Uganda's total exports of coffee. The 9*6 per cent 
preference accorded in the Common External Tariff of the European Economic 
Community, to African States associated with the EEC. may, particularly in the 
longer term, have adverse effect on Uganda coffee exports, particularly as the 
robustas she produces are similar in quality to those exported by the Ivory Coast,

one of the associated States.1 The other'barriers confronting Uganda's coffee 
can be described as limitations on the consumption of coffee in general, and as such 
they do not discriminate against Uganda's coffee in particular. Included under this 
head would be high but non-discriminatory customs duties and internal fiscal charges. 
Denmark and Finland maintain duties of over 25 percent, ad valorem equivalent. 
Countries with.duties of 10 per cent or over include Japan, Sweden and Switzerland. 
Internal revenue charges are applied by France, Italy and' West"Germany.2 • —

However, the continuation of the International Coffee Agreement would.....
generally, by the maintenance of the export quota system, prevent a producing 
country from increasing its share of "quota" markets at the expense of other 
producers.

. 2
A discussion of the nature and effects of trade barriers on coffee appears 

in W(63)l, a paper prepared by the GATT secretariat for the Special Group on 
Trade in Tropical Products. Data relating to barriers affecting coffee exports 
have been extracted from COM.III/136 which was prepared in November 1964.



3^. To the extent that the International Coffee Agreement and the Inter-African 
Coffee Organization aim to provide relatively favourable and stable prices for 
coffees, the adherence of Uganda to them can only be to her advantage. It would 
also seem obvious that Uganda would benefit from international action aimed at 
the reduction or elimination of barriers to hër coffee exports, and in particular 
those listed in the preceding paragraph. The fact that the removal of such 
barriers, particularly customs duties, would probably be accompanied by the 
removal of the preference Uganda enjoys in the United Kingdom market and perhaps 
other Commonwealth markets would not seem to invalidate this conclusion. In 
this connexion, it should be noted that, ät their meeting in May 1963, the GATT 
Ministers, other than those of thè European Economic Community and the States 
associated with the Community, "agreed that tariffs, internal charges and other 
non-tariff barriers in respect of coffee should be removed by joint action, and 
wherever possible, by the end of I963 and recognized that the Kennedy Round 
negotiations would give an opportunity to eliminate all remaining barriers 
affecting trade in coffee". Article 47 of the International Coffee Agreement 
also establishes a procedure aimed at reducing remaining barriers to trade in coffee

35- The Uganda Coffee Marketing Board is undertaking research with the object 
of improving the quality of the coffee by introducing a system of grading in 
accordance with world market requirements. The desirability of quality 
improvement is enhanced by the fact that, because of her participation in the 
International Coffee Agreement, Uganda's sales bn the so-called f'quota!l markets 
are restricted, and,where practical^it would be advantageous for the sales to 
quota markets to comprise relatively high value coffees.

3 6. As already indicated, the evolution of the world market for coffee hinges upon 
the International Coffee Agreement. If the Agreement remains in force and the 
supply of coffee to the major importing countries is restricted by quota, it would 
seem, ceteris paribus, that prices would be maintained at a satisfactory level. 
Indications are that, on the basis of prices prevailing at the beginning of the 
decade, imports of coffee by the major importing countries will rise by about 
30 per cent above present levels by 1970. The main reasons for this projected 
rise in consumption are the expected increase in population in the United States 
and the rise in per caput consumption of coffee in Western Europe. Coffee 
consumption is characterized by low price elasticities and, consequently, should 
the International Coffee Agreement be discontinued and exporting countries attempt 
to dispose of all their production, or perhaps even past stock accumulations, a 
price fall of severe dimensions would probably ensue. It should moreover be 
pointed out that, even in the event of the Agreement’s remaining in force, if 
exporting countries, such as Uganda, aj’e forced to dispose of considerable 
quantities of extra-quota coffee in non-quota markets, these sales will,in all

In any particular year of course climatic conditions in producing 
countries and stock changes will cause considerable divergencies "from such an 
overall trend.



probability, have to be effected at a marked discount from the price for quota 
sales. The extent of this discount will be determined, to some extent at least, 
by the growth of coffee consumption in Eastern European countries, Japan and other 
non-quota markets. A feature of the coffee market in recent years has been 
the growing preference for robusta as against arabica for the production of 
soluble coffee and this trend is likely to continue. However, it should also be 
noted that the income elasticity of demand for arabica coffee appears to be 
greater than that for robusta. Should the International Agreement remain in 
force in 1970, average unit values for sales of Uganda robustas to quota markets 
may be at about their 1963 level with, perhaps, as much as a 50 per cent discount 
for exports to non-quota markets. In the absence of such an Agreement^ prices may 
fall to a level equal that of I96I, the lowest in recent years.

(c) Cotton

37. All Uganda's cottons are sold through the Lint Marketing Board by means of 
auction or direct sale and the Uganda Government levies an export tax.3- Uganda's 
cottons are described as being of "middling plus" quality. Their staple length 
varies from 1 inch to 1 1/4 inches with about 70 per cent falling into the
1 1 /16 inches to 1 1/S inches staple range. Seed cotton is graded into "cleaned" 
and "stained" with about 90 per cent falling into the former category. Two 
varieties are grown, BP.52 and S.47. B.P. 52 has the longer staple and . . 
it . is used in the production of yarn of counts 60-7 0. Yam produced from S.47 
is in the 40-50 counts range. Cotton is the second most important of Uganda’s ' 
exports. The largest crop produced was in 1937/38 when 417,000 bales were sold.
In recent years the average crop has been about 370,000 bales with a marked decline 
in production in I962 as a result of adverse climatic conditions. Cotton prices 
have remained relatively stable, varying by less than 15 per cent in the years 
1958-1963. Consequently, the value of Uganda’s cotton exports has largely 1 
reflected the quantity available. Table 14 below illustrates the comparative 
stability of cotton prices in recent years and the impact of adverse climatic 
conditions on production in I9 6 2.

Table 14 

COTTON EXPORTS

1958 1959 I960 1961 1962 1963
Value £'000 l8,l4l 15,428 14,930 16,716 8 ,260 14,330
Quantity *000 tons 69.3 66.7 58.9 6 2 .2 3 2 .2 58.8
Quantum index (1954 = 100) 99 95 84 89 46 84
Price index (1954 = 100) 88 78 85 90 86 82
Notional value at 1954
prices £ ’000 20 .600 19.700 17.500 18,500 9,ZP0 .17.400

"*"A description of the system of marketing cotton and the problems confronting 
the cotton industry are contained in Annex II, paragraphs 13-20.



3 8 . The bulk of Uganda's cottons wert* once sold to India but in recent years 
exports to India have been declining. Fortunately Uganda has been successful 
in finding other markets for her cotton in particular the People's Republic of 
China, Hong Kong, Japan and West Germany. In 1963, the People's Republic of 
China was the largest purchaser followed by India, West Germany and Hong Kong.
It should be noted, however, that exports of cotton to China have been spasmodic 
and were negligible in 1962. Despite its importance in the domestic economy, 
Uganda's production of cotton amounts to only 1 per cent of world production and 
5 per cent of world production of long staple cotton.

39- .As an industrial raw material, it is not surprising that cotton is faced 
with few trade barriers as such, the only one of any importance being the 
quantitative restriction maintained by the United States, herself a major cotton 
producer. The view has however been expressed in Uganda, and for that matter in 
the United Republic of Tanzania, that non-commercial shipments by the United 
States to India under Title I of P.L.480 have caused the replacement of East 
African cottons by United States cottons in the Indian market. The statistical
evidence in relation to this matter, which is set out in Annex IV, is by no means 
conclusive, but there would appear to be a statistical relationship between United 
States.’ shipments under P.L.480 and the decline of East African cott -11 exports' to In 
It is, however, conceivable that, particularly in view of her acute foreign 
exchange shortage, Indian imports, effected under commercial conditions, would 
not have been greater in the absence of imports under P.L.480.

40. The Uganda Government has had contacts with the United States Government on 
this matter, but it may be useful to recall briefly the international consultative 
machinery established to minimize damage to third country interests arising from 
disposals of surplus agricultural products. The CONTRACTING PARTIES of GATT 
adopted, in 1955 > a decision requesting that "when arranging the disposal of 
surplus agricultural products in world trade, contracting parties should undertake 
a procedure of consultation with the principal suppliers of those products...".
On the basis of this decision,the Uganda Government could seek bilateral consul
tations within the framework of the GATT with the United States Government on the 
question of surplus disposal of cotton.. Furthermore, the Food and Agricultural 
Organization has established "Principles on Surplus Disposal and Guiding Lines" 
which contain a code of behaviour to be observed by member nations of the FAO 
"in order that the disposals of surpluses be made without harmful interference 
with normal patterns of production and international trade". The United States

For a possible reason for this see the following paragraph.
2
In terms of Title I of P.L.480, the United States sells certain commodities 

against the local currency of the purchasing country.
3
GATT,BISD Third Supplement page 5 0.



has accepted these Principles. It has been recognized that the observance of 
such a code could best be secured by intergovernmental consultations on its 
application and, in addition to the bilateral consultations which have taken 
place, there has been created an intergovernmental forum for this purpose, the 
Committee on Commodity Problems' Consultative Sub-Committee on Surplu^ Disposal, 
which has been meeting at regular intervals in Washington since 1954.. The 
subject of surplus disposal is discussed regularly by the CONTRACTING PARTIES 
to the General Agreement, and there would appeag to be a general consensus that 
the consultative machinery is now working well.

41. The Uganda Government's target for cotton production remains at 500,000 bales 
This target would appear feasible if the hoped for increases in yields
are realized, particularly as a result of the large scale application of 
pesticides. As already mentioned, Uganda produces cotton textiles using local 
cotton. If, as is likely, off-take of raw cotton by the local cotton textile 
industry increases, quantities available for export will be commensurately less. 
Seventy-five thousand bales of cotton would seem a reasonable estimate for 
consumption by local factories in 1970.

42. It would seem probable that consumption of cotton in the major importing 
countries will, by 1970, be about 10 per cent above the i960 level. An important 
determinant of the future of the cotton market will be the policy of the United 
States Government in relation to the disposal of doméstically produced raw cotton. 
The cotton market is, of course, extremely diversified and account should be 
taken of the different staple lengths and grades of cotton grown by the different 
producing countries. However, Uganda cottons are of a quality similar to that of 
certain cottons exported by the United States and Uganda should therefore benefit 
from a decline in exports from .the United States. Another factor of importance 
will be the ability of cotton to meet competition from existing and, possibly, 
new synthetic substitutes and a slight easing in the price of cotton to meet 
competition from synthetic fibres may be expected. In general Uganda would not 
seem to be faced with any insurmountable problems in increasing her exports of 
cotton to 425,000 bales (76 ,000 tons) which is 20 per cent greater than average 
exports for the period 1958-61 and 1963 (1962 is excluded as the crop failed in 
that year). A decline in price may, however, require a reduction in producer 
prices and thus render the achievement of the production target of 500,000 bales 
more difficult.

Information on the FAO’s principles and machinery for dealing with surplus 
disposal has been derived from the publication, "Food, Aid and Other Forms of 
Utilization of Agricultural Surpluses", number 15 of the Commodity Policy Studies 
series, published in Rome in 1964.

2
This matter was in fact raised during the twenty-second session of the 

CONTRACTING PARTIES (see SR.22/2).



(d) Copper

4>. With the opening of the Kilembe Mine in 1956, blister copper has, since 1957 
become the third most important of Uganda's exports. The volume of copper exports 
has been rising slowly but it is unlikely that any very substantial production 
increase will occur as, even at present rates of extraction, itis probable that 
the presently exploited ore body will be exhausted by 1975. • There exists, of 
course, the possibility of discovery of new ore bodies but, for the purpose of 
this assessment, it will be assumed that the volume of blister copper exports 
will, by 1970, approximate present output, i.e. 15,500 tons. Copper prices
have been fairly stable at a satisfactory level since 1959 with the annual
average f.o.b. Mombasa price remaining above £220 per ton.

44. Blister copper faces few trade barriers of any importance. The United
States levies a duty of 1.7 cents or 2 cents per pound on copper content depending 
on whether the market price is, respectively, above or below 24 cents per pound. 
Japan maintains a duty of 10 per cent on blister copper. There are no duties
in other major importing countries including the European Economic Community
and the United Kingdom. Perhaps because copper mining might 
cease in another ten years, there do not appear to be any plans to commence 
manufacture of articles of copper in Uganda.

45. The basic determinant of the future demand for copper will be the r§te of
growth of industrial production in the developed countries. It would seem 
probable that, ceteris paribus, demand for copper would be about one quarter 
greater by 1970 than its present level. However, should the Western European 
pattern of copper/aluminium usage tend to approximate to that of the United 
States in future years,demand for copper as such may weaken. Uganda is however
a very marginal producer of copper and would not seem to be faced with any signifi
cant problems in marketing.

(e) Tea

46. Production of tea in Uganda has been increasing rapidly with exports rising 
from 2,200 tons in 1955 to 5,^0 tons j.n 1963« During this period prices have 
remained relatively steady. Nearly one half of Uganda’s tea exports in I963 
were destined for the United Kingdom with significant quantities also sold to 
the United States, the Netherlands, Canada and the Sudan.



4?. In recent months, and. following the meeting of the GATT Ministers in 
May 1963"*", a number of important tea consumer countries, including, the 
United Kingdom and the member States of the European Economic Community, have 
accorded duty-free entry tö tea. However, certain countries, including 
Finland and J a p a n ^ ,  impose customs duties whilst France and the 
Federal Republic of Germany apply internal fiscal charges. Such duties, and 
in particular the internal fiscal charges, may be presumed to have a detrimental 
effect on tea consumption but it should be noted that in general tea is. less 
affected by such measures than is coffee. Uganda has an interest in promoting 
and participating in international action aimed at the removal of remaining 
barriers to growth in tea consumption.^ It is possible that Uganda may in 
future years undertake the manufacture of soluble or instant tea "in ' 
order to add value in the domestic economy prior to the exportation:of
tea.T Soluble.tea is faced with fairly heavy duties in ä number of ■ '
developed countries which, it might be expected, would be major markets for any 
exports of this commodity from Uganda. The common external tariff of the 
European Economic Community provides for 24 per cent duty and Austria (40 per cent) 
Japan (50 per cent ), Norway (30 per cent), and Switzerland (15 per cent) are 
among developed countries maintaining duties on this item. Soluble tea enters 
the United States and Canada free of duty and there is duty-free ent^y and a 
Commonwealth, preference of 10 per dent in the United Kingdom market.

48. production of tea in Uganda is likely to increase'at about 10 per cent
ner annum, a rate rather slower than that achieved since 1955. Ten thousand tons 
would, therefore, appear to be a realistic target-for the year 1970. Even with 
this increased production, Uganda would remain an extremely marginal producer
of tea.

49. The future of tea consumption would seem to depend as much on technology
and taste as on economic factors. In the United States consumption of iced tea
is growing and this habit may spread to other countries. The emergence of the 
tea bag has led to greater tea consumption in countries not traditionally large 
consumers but, on the other hand, it has lowered the quantity of tea required 
per cup. Efforts are currently being made to improve the quality of tea bags 
and if successful they could play an important part in determining future con
sumption. Another technological innovation is that-of powdered or instant tea 
and if techniques in manufacturing such tea are perfected and the product 
achieves widespread acceptance, tea may achieve an important breakthrough at

1
One of the ministerial conclusions was "that the customs duties on tea 

should be removed with the least possible delay",
2
Japan, which is herself a net exporter of tea, maintains a quantitative 

restriction on imports.
3
Data of barriers affecting tea are contained in COM.III/136.

4
Data extracted from C0M.TD/W.1.



the expense of soluble coffee. Consumption of tea in the United Kingdom and 
Japan is unlikely to rise and may even decline as a result of greater consump
tion of coffee. On the other hand tea consumption mil probably rise in other 
Western European countries and in the United States. Overall imports of tea 
may grow by about 10 per cent by 1970 but production of tea is almost certain 
to rise faster than imports so that, unless producing countries consume con
siderably more of their own product domestically, or take steps to restrain 
exports, a fairly marked fall in the price of tea can be expected in the years 
immediately ahead. As far as Uganda is concerned, however, it must be remembered 
that she is only a very marginal producer and, for this reason, is unlikely to be 
confronted with any major problem in marketing the 10,000 tons projected for 1970. 
Nevertheless, it may be prudent to anticipate a decline in unit values of tea 
exports of about 10 per cent. It may be expected that as incomes grow a larger 
quantity of Uganda’s tea production will be consumed locally.

(f) Oilseeds

50. As might be expected, the most important oilseed in Uganda's economy is 
cottonseed. However, in recent years all cottonseed available” has been 
absorbed by local expressers and it is unlikely that there will be anything 
more than marginal exports of cottonseed in the immediate future. Oilseeds 
presently exported include groundnuts and small quantities of castor seed, 
sesame seed, sunflower and soyabeans. In terms of the Plan, only groundnuts 
have been selected for specific expenditure by the Central Government and it 
may be assumed that exports of the other oilseeds will remain fairly static.
The Government is attempting to encourage the export of groundnuts for the 
edible trade whereas, to date, exports have been destined for crushing or for 
confectionery. Although preliminary sales have been satisfactory it is still too 
early to assess the success of the Government's aim in this regard but it
would probably be legitimate to assume that exports of oilseeds will increase 
from this present average level of 11,000 tons to 15*000 tons by 1970, and 
that the average price, as edible groundnuts constitute a larger portion, will 
be higher than would have been the case under the existing pattern of exports.

5 1. The bulk of Uganda's oilseed exports are directed to the United Kingdom 
where they enjoy free entry and a 10 per cent margin of preference. Barriers 
to the export of groundnuts include the specific import duty maintained by 
the United States, which has an ad valorem equivalent of about 4o per cent, 
and quantitative restrictions in force in both the United States and Japan.
In view of the direction of her trade,it is by no means clear that Uganda 
would benefit from international action leading to the removal of barriers
to trade in oilseeds, since this would be likely to entail the loss of the 
United Kingdom preference. Groundnuts are being expressed in Uganda but it 
is unlikely that groundnut oil will emerge as a significant external, as 
opposed to interterritorial, export in this decade.

1
Details of the trade barriers affecting trade in groundnuts are contained 

in W/63/5» a document prepared in 1963 for the Special Group on Tropical 
Products by the GATT secretariat. Data on trade barriers reproduced here 
have been extracted from COM.III/13 6.



(g) Cattle feed

52. Uganda exports cottonseed cake which is used as cattle feed. A substantial 
portion of the exports are marketed in the United Kingdom where Uganda enjoys 
free entry and a 10 per cent preference. Production of cottonseed cake will in 
all probability increase proportionately with the growth in output of cotton, it 
being assumed that all'cottonseed will, as at present, be expressed locally. 
However, it can be expected that one of the results of emphasis being placed in 
the Development Plan on fostering the livestock industry, will be that more cake 
will be absorbed in the domestic economy. Should the target of 500,000 bales of 
cotton be achieved by 1970, it would seem that production of cake should amount 
to 75)000 tons but with greater domestic consumption, exports will probably remain 
at about their present level of 551000 tons, There are grounds, based on the 
existing trading pattern, for assuming that United Kingdom preference is of some 
value to Uganda.

(h) Hides and skins

53* Exports of hides and skins now amount to about £1 million per annum. The
future evolution of these exports is, of course, closely linked with meat 
production which may be expected to grow significantly. It is probable that 
hides and skins exports will increase•during the i96 01s reaching about double theî  
present volume by 1970. Italy is the major market for Ugandan hides and skins 
absorbing over one quarter of total exports in I9 63. Other important outlets are 
the United Kingdom, Spain, Iran, West Germany and France. Tanning of raw hides is 
under consideration and, although, in the event of the industry's getting under 
way a portion of. the processed hides would be absorbed by the local shoe industry, 
there would be a significant increase in the unit value in hides exported.

54. Raw hides and skins as an industrial material attract few duties. Uganda 
enjoys duty-free entry and the 10 per cent preference in the United Kingdom 
market. However tanned hides and skins are subject to duties in a number of 
countries including the member States of the European Economic Community, United 
Statesand Sweden. These duties may serve to frustrate, to some extent at least,
Uganda's exports of processed hides and skins should these eventuate and Uganda
would, undoubtedly benefit from efforts, such as those being made within the context 
of the Kennedy Round, to lower duties on these products.1 It would seem that the 
demand for hides and skins is unlikely to grow faster than supply and that some 
easing of prices, perhaps by about 10 per cent, can be expected.

Data on the barriers maintained in respect of hides and skins are . • 
set out in COM.TD/W.l.,



(i) Sugar

55. The bulk of Uganda's sugar exports are presently directed to Kenya., which, 
however, plans to achieve self-sufficiency in sugar by 1970.. It can be expected» 
therefore, that Uganda's exports of sugar to Kenya will .gradually be replaced and 
that as Uganda's production will, for a considerable period, remain in excess of 
domestic consumption, export outlets will increasingly have to be sought outside 
East Africa. East Africa has been accorded an agreed price quota under the 
Commonwealth Sugar Agreement of 10,000 tons, a figure which is likely to be insuf
ficient to cover Uganda's export availabilities, probably amounting to 50,000 tons, 
and, although it may prove possible to obtain an enlargement of the Commonwealth 
quota, some extra quota sales will probably have to be effected at world market 
prices and Uganda would have an interest in promoting international efforts aimed 
at stabilizing sugar prices at satisfactory levels. In view of the fact that 
Uganda's sugar has to be carried 800 miles by rail to Mombasa for export, there 
seems to be a case for co-operation between Kenya and Uganda which would aim at 
the physical transfer of Uganda's sugar to Kenya whilst Kenya sugar, grown at 
points near Mombasa, would be exported outside East Africa. Kenya would suffer
no detriment from such an arrangement and Uganda would gain to the extent 
that lower railage costs were involved. The applicability of such an arrangement 
is however limited since part of Kenya's increased sugar production will occur on 
the borders of Uganda. Raw sugar obtained from cane competes with sugar derived 
from sugar-beet which is extensively cultivated in a number of those countries 
which are the main sugar consumers. It is mainly for this reason, but also 
because sugar has traditionally been an important source of revenue, that trade 
in the commodity encounters a large number of barriers.'*•

(j) Other

5 6. The individual export items listed above in sections (b) to (h) amounted in 
1963 to £5 0 .3 million or 97-8 per cent of Uganda's total exports outside East 
Africa. The residual quantity of exports, amounting to £1 million, was made up 
of a fairly large number of minor exports. Efforts are being made to expand 
exports of those items currently shipped in small quantities. There have been a 
number of promising developments in this regard. For instance, Uganda now air
freights fruit and vegetables to London. There are prospects too for increased 
exports of vanilla and papain (a latex derived from the unripe paw paw fruit 
which has a number of uses including that of meat tenderizing). In the longer 
run cocoa may emerge as an important export.^ Uganda's exports of manufactures

Data on the barriers maintained in respect of sugar are 
set out in C0M.TD/W.1.

See Annex II paragraph 25*



(if blister copper is excluded) are minimal. In 1963, for example, the most 
important item, falling within SITC heads five to nine, was cement, of which 
£17,000 worth was sold, mainly to the Sudan. Cotton piece goods valued at 
£16,000 were exported to the Congo (Leopoldville). Apart from sales effected 
in the Congo (Leopoldville), Sudan, Burundi and Rwanda, which can be supplied 
by road, exports of manufactures from Uganda have to be carried by rail to 
Mombasa over eight hundred miles away. Her geographical position therefore 
militates against Uganda's becoming a significant exporter of manufactured 
products at present. The aforementioned countries, which border on Uganda, 
represent an important potential outlet for Uganda's manufactures but it must 
be noted that Uganda does not enjoy any tariff advantages in their markets.
In all, it is probable that exports of residual items (those not mentioned 
under (b) to (h) above) will grow fairly rapidly, particularly as new products 
are marketed, so that, by 1970, their value will be about £> million.



SECTION 6 

INTERTERRITORIAL EXPORTS:1

(a) General

57. As a reult of the existence of a de facto customs union, goods produced in 
one of the East African countries^, generally pass freely into the others and the 
three countries maintain, with limited exceptions, a common external tariff against 
third countries. Table 15 below indicates Uganda's major exports to Kenya and 
Tanganyika in the past five years. The most obvious feature of Uganda's inter
territorial exports is their diversity in comparison with her external exports.
In 1963, items falling under SITC sections 0 (foodstuffs) and 2 (crude materials, 
inedible, except fuel) constituted 9 2 .5 per cent of total external exports and 
a further 7 per cent was contributed by a semi-processed material, blister copper. 
Interterritorial exports are far more diversified and manufactures (items falling 
under SITC sections 6 and 8)contributed 29 per cent of the total in I9 63.

58. Although Uganda's interterritorial exports have risen by 58 per cent since 
1959, Uganda's share in interterritorial trade has, in fact, remained static in 
this period at about 26 per cent. If trade in recent years is compared with 
that in 1955, the relative position of Uganda is much worse. In 1955» Uganda*s 
exports amounted to 50 per cent of the interterritorial exports of the three East 
African countries but subsequently declined both in absolute and relative terms 
until 1959» The main reason for this decline was the transfer, in 1957» of a 
tobacco manufacturing unit from Uganda to Kenya.

59» Assuming that the de facto customs union arrangements are maintained, the 
future evolution of Uganda's exports to her East African neighbours will depend 
primarily on the rate of growth of demand in these territories for products which 
can be supplied from within East Africa. In some degree, this demand can be 
channelled towards East African products by manipulations of the common external 
tariff. However, the extent to which Uganda will benefit from increased demand 
within the East African area will depend on both her relative share of production 
of new products and the ability of the other two countries to produce goods

Annex III contains an account of the criticisms that have been levelled at the 
customs union and the recent steps that have been taken to assure a more equitable 
distribution of industrial output between the three component countries.

*T?or the purpose of analyzing trade relationships and trade flows between the 
three East African countries, reference is made to Tanganyika rather than to the 
United Republic of Tanzania since, as of the date of writing, Zanzibar remains out
side the East African customs union.

3
In the period 1955 to 1963, Kenya's interterritorial exports rose from 

£6 million to nearly £20 million and her relative share in interterritorial exports 
from 39 per cent to 63 per cent.



TABLE 15 VAUJE OP INTERTKRRITOftlAL TRADE BY PRINCIPAL PtaUtnaHHT

i'000

Exports to

Commodity Kenya Tanganyika

, 1959 i960 l96l 1962 1963 1959 i960 l96l . 1962 1963

Section 0 - Pood 727 1,835 2 ,2 6 6 2,245 2,371 290 175 296 230 357

Meat and meat preparations 49 188 163 75 18 6 19 _
Fish, fresh, chilled or frozen 13 35 52 59 52 - - - - -
Wheat and spelt including mcslin, unmilled 1 1 2 72 - _ - - 21
Maize, unmilled - - 22 4 12 _ 1 139 3 176
Millet, unmilled - 2 8 35 11 3 9 22 99 41
Biscuits 23 13 38 32 35 32 31 38 37 52
Beans, peas, and pulses 9 20 26 45 17 41 14 32 27 10
Beet and cane sugar, not refined 469 1,452 1 ,582 1 ,6 2 7 1 ,8 3 6 147 3 - - -
Sugar confectionery and sugar preparations 45 44 46 37 42 39 45 33 21 23
Tea 63 68 130 89 65 18 23 7 3 2
Animal feeding stuffs 82 94 80 54 55 1 _ 1 - -
Food, other 22 57 94 98 99 9 31 18 21 42

Section 1 - Beverages and tobacco 1,151 1 ,0 3 8 464 816 1,037 761 700 ' 519 352 382

Beer 16 1 4 7 3 18 44 36 44 78 52
Tobacco, unmanufactured 806 708 162 334 351 3 17 34 29 99
Cigarettes 327 324 293 476 667 707 634 430 236 226
Beverages and tobaccöi other 2 2 2 3 1 7 13 11 9 5

Section 2 - Crude materials, inedible, except fuels 68 -, 93 75 65 109 15 25 52 14 24

Wood and timber 31 51 49 25 23 9 15 13 9 ’ 15
Crude materials, other 37 42 26 40 86 6 10 39 5 9

Section 3 - Mineral fuels, lubricants and related
materials 196 218 290 318 349 - - - - -

Electric energy 196 218 290 318 349 - -
Mineral fuels, other - - - - - - - - -

Section 4 - Animal and vegetable oils and fats 895 1,052 971 724 795 168 188 196 121 105

Cottonseed oil 682 821 761 524 658 153 164 177 88 95
Groundnut oil 4 7 13 42 12 3 1 9 12 1
Hydrogenated oils and fats 205 219 189 135 123 12 23 10 7 9
Oils and fats, other 4 5 8 23 2 - - - 14 •

Section 5 - Chemicals 78 95 93 97 212 93 112 77 55 119

Soaps and cleansing preparations 46 56 73 81 153 53 79 56 37 90
Chemicals, other 32 39 20 16 59 40 33 21 18 29

Section 6 - Manufactured goods classified 
chiefly by material 496 752 971 1,087 1,324 232 356 539 857 956

Cotton fabrics (piece-goods) 402 635 838 949 1 ,0 3 0 203 319 457 758 840
Enamel hollow-ware of iron and steel, n.e.s. 8 17 50 47 79 9 4 10 21 27
Manufactured goods, other 86 100 83 91 215 20 33 72 78 89

Section 7 - Machinery and transport equipment 2 3 4 6 8 4 3 5 18 12

Section 8 - Miscellaneous manufactured articles 28 32 16 24 41 22 16 19 22 26

Section 9 - Miscellaneous transactions and
commodities, n.e.s. 2 2 2 4 4 1 1 1 1 2

Grand total 3,640 5 ,1 2 0 5,152 5 ,386 6,248 1,587 1,574 1,704 1 ,6 6 8 1,993
Source: "Economic and Statistical Review" East African Statistical Department,



presently being supplied in their market by Uganda. An attempt is made below to 
analyse, by SITC heading, future trends in Uganda’s interterritorial exports, 
against the background of past performance and on the assumption that the 
trade, relations between the three East African countries will remain substantially 
as at present.

(b) Food, drink and tobacco (SITC 0 and 1)

6 0. About one third of Uganda's interterritorial exports comprise foodstuffs.
In 1963, the value of such food exports amounted to £2.8 million of which unrefined 
Sugar accounted for £1.8 million. Other items falling under SITC Section 0 of • 
which significant exports were made were frozen fish, maize, beans, peas .'.and tea. 
Beverages and tobacco valued at £1.4 million in 1963 accounted for 17.2 per cent 
of exports in that year. The main items are unmanufactured tobacco (£350,000)^ 
and cigarettes (£890,000). Exports of beer amounted, in I.963, to £70,000.

61. There is, in Uganda, considerable production of plantains, finger millet, 
sorghum, cassava, sweet potatoes,■ beans, peas and maize. The bulk of these food
stuffs are consumed by their producers in the subsistence economy with certain, 
quantities finding their way to the markets of the larger towns. There is, 
however, a certain amount of interterritorial trade in these commodities which
is likely to continue, the three East African countries will, in all probability, 
pursue their present policy of attaining self-sufficiency in these basic, foodstuffs 
without producing exportable surpluses of any size. In certain cases, this policy 
is implemented by import controls such as that maintained by Kenya on maize, which 
was at one time an important item in Uganda's exports to Kenya. The possibility 
of increasing interterritorial tr'ade in basic foodstuffs is discussed, in .
Annex III but it is'assumed, in calculating Uganda's exports in 1970, that there 
is no significant increase in the'exports of such items.

62. Of the other items of food entering into interterritorial trade, frozen fish 
and biscuits are the most important. It is likely that exports of such items and 
of new products, will grow and that exports under SITC Section 0, net of sugar5, 
will double by .1970. Although all three East African countries produce cigarettes 
and beer, it is probable that some interterritorial trade in these items will con
tinue because of the different types and qualities produced« For a rough assess
ment of the likely value of exports under SITC Section 1, in-1970, it would 
probably be legitimate to assume that such exports will increase by 25 per cent 
over their I963 level.

It is of course also true that Uganda's interterritorial exports might be 
replaced by imports from outside East Africa but any such substitution is likely 
to be marginal. -

^Figures in parentheses in this and the succeeding paragraphs show the value 
of interterritorial exports of the products concerned in I9 6 3.

3
See paragraph 55.



(c) Manufactures (SITC 6 and. 8)

6 3 . Over one quarter of Uganda's interterritorial exports consist of manufactures. 
Exports under this head have been the most rapidly increasing of interterritorial 
exports, trebling in value between 1959 and I9 6 3. As a result, their percentage 
share of Uganda's interterritorial exports rose from ,14.9 per cent in 1959 to
28 per cent in I9 6 3. The main reason for this increase lies in the growth in 
exports of cotton piece-goods. In 1959 exports of this product were worth only 
£600,000 but by 1963 had risen to £1,9 million, a three-fold increase. Other 
important items falling within SITC Section 6 are asbestos building materials 
(£124,000) and enamel holloware (£160,0 0 0).

64. The future of Uganda's interterritorial exports of manufactures depends not 
only on the rate of consumer demand within East Africa, supplemented by the im
position of protective duties, but also on the success which meets the plans of 
the three East African governments to ensure a more even distribution of manu
facturing industry between the three countries It would seem legitimate, at 
least for assessing broad magnitudes, to assume that the three East African 
countries will share equally in the growth of interterritorial trade in manufactures 
and that this trade will grow at the same rate as in the recent past.

(d) Chemicals . (SITC 5)

6 5. Chemicals do not, as yet, play a very important part in Uganda's inter
territorial exports, amounting to only £330,000 in 1963 or 4 per cent of the 
total. Exports of superphosphates to Kenya which amounted to 4,000 tons in I963 
may however be expected to increase. Moreover it is known that the Uganda Govern
ment is considering the feasibility of the establishment of a factory to produce 
nitrogenous fertilizers. There would appear to be good prospects for exports of 
fertilizers although again domestic demand can be expected to increase substantially,. 
However, a factor which may limit exports is the possibility that Tanganyika may 
produce superphosphates.

(e) Electric energy (ex SITC 3)

66. Electric energy sold to Kenya was valued, in I963, at £349,000. Although > 
in 1955, when the present bulk rate contract for supply to Kenya was negotiated, 
the guaranteed off-take by Kenya was valuable in assuring utilization of capacity,
the contract may now be regarded as being disadvantageous to Uganda to the extent
that she has to subsidize low-priced sales to Kenya by relatively high prices for 
electricity sold in her domestic economy. The present contract will not expire 
until the year 2005 but it seems probable that Kenya will wish to seek a revision
in view of her own plans regarding electricity generation at Seven Forks on the
Tana river. It is likely, therefore, that by 1970 Uganda electricity presently 
exported to Kenya will be sold in the domestic market.

See Annex III.



(f) Animal and vegetable oils and fata (SITC 4)

6 7. SITC Section 4, animal and vegetable oils and fats, accounted for 10 per cent 
of the 1963 interterritorial exports with cottonseed oil being the major item. 
Exports of vegetable oil, particularly cottonseed oil, are likely to increase 
particularly as, with the planned.growth in cotton production, more cottonseed 
oil will become available. Although demand for vegetable oils in Uganda will 
undoubtedly grow with higher living standards, it is probably realistic to 
assume that interterritorial exports of this item will, by 1970, be 25 per cent 
higher than the I963 level of £9 0 0,0 0 0. •

(g) Other

68, Uganda’s interterritorial exports falling within the remaining SITC-sections;
2 (crude* materials, inedible, except fuels); 7 (machinery and transport equipment)
and 9 (miscellaneous transactions and commodities not elsewhere specified) are 
insignificant, amounting in 1963 a to only 2 per cent of her total inter
territorial exports. The Uganda economy, typical in this respect of most 
developing countries, is insufficient to sustain the production of machinery and 
transport equipment and it is unlikely that this situation will have changed by 
I97O-. Included under SITC Section 2 are timber and raw cotton. Although it is 
unlikely that Uganda's exports of wood and wood products will increase, it is 
possible that exports of cotton to Kenya will grow as a result of developments in • 
the textile industry in that country. However, to the extent that Uganda cottons 
are marketed in Kenya, less will be available for export outside East Africa.
Since, in paragraph 4l above, it has been postulated that cotton produced in 
excess of Uganda's domestic requirements will be exported outside East Africa,
it would not be legitimate to provide for any increase in deliveries to Kenya by 
-I97O. For the purpose of calculating interterritorial exports in 1970, it has 
been assumed that sales to Kenya and Tanganyika under SITC Sections 2, 7 and 9 
will be double the I963 figure.



IMPORTS

6 9. Goods produced in Kenya and the Tanganyika portion of the United Republic 
of Tanzania enter Uganda free of duty.-'- Imports from other sources are charged 
the rates of duty appearing in the East African common external tariff. Uganda 
maintains certain quantitative restrictions on imports and these are set out in 
Annex V.

70. Tables 16 and 17 provide a breakdown of Uganda's imports, both from within 
and outside East Africa, in selected years, by value, and relative share, of SITC 
section. The structure of Uganda's imports revealed by these tables has a number 
of interesting features. In the first place, imports of crude materials although 
still small, were considerably higher in I962 and I963 than in previous years, 
probably indicating that new manufacturing plants in Uganda are tending to utilize 
more imported raw materials than their predecessors. Secondly, there has been an 
absolute decline in imports of mineral fuels^, lubricants and related materials, 
the reasons for which are not clear but may arise from a greater use of hydro
electricity as a source of power. A third feature is the fact that imports of 
manufactured goods (SITC Sections 6 and 8) have not only grown in absolute terms, 
but have maintained their relative position in total imports. It would seem, 
therefore, that any tendency for the substitution by local manufactures of im
ported products is at present being offset by the - greater consumption of manufac
tures generally, probably resulting from higher living standards. Finally, and in 
contrast to the trend prevailing in most developing countries, the relative share 
of machinery and transport equipment in total imports is not rising discernibly, 
reflecting the sluggishness which has characterized the rate of capital formation 
in recent years. Table 18 indicates the major items imported into Uganda in I963 
and shows the percentage of each supplied by Kenya and Tanganyika. An interesting 
phenomenon revealed by the table is the size of imports of certain items, e.g. 
cotton piece-goods, cigarettes, vegetable oils, meat and meat preparations, and 
unmanufactured tobacco, ofvhich Uganda is herself an exporter. The table further 
shows that five items, namely milk and cream, wheatened flour, rice, butter, and 
meat, constituted over 50 per cent of total food imports in I963.

1
For a description of the trade and economic relationships between the 

three East African countries see Annex III.
2
Consumption of motor spirit, which rose sharply until 1956, has subsequently 

stabilized.



: RETAINED IMPORTS

Total Value by SITC Sections

£m

SITC
Section
Code
Number

SITC Section

' 1959"

Net

•I960’

Retentions

1961-- 1962---Ì963-

Q Food 3.6 3.1 3.5 3-7 3.5

1 Beverages and tobacco 1.4 1.4 1.4 1 .0 1.5

2 "Crude materials, inedible, except 
fuels 0 .2 0 .2 0 .2 0 .6 0.4 ■

3 'Mineral' fuels, lubricants and 
related materials 1.4 1.3 1 .2 1 .1 0.9

.4 Animal and vegetable oils and fats 0.5 0 .8 0.4 0.5 0 .5

5 Chemicals 2.3 2 .5 2.9 3-1 3.4

6 Manufactured goods classified 
chiefly by material IO.7 10.8 11.4 10.0 13 .0

7 Machinery and transport equipment 6.8 7-2 6.4 6.4 8.9

8 Miscellaneous manufactured 
articles 2.9 3 .0 3.4 3-3 4.4

9 Miscellaneous transactions and 
' commodities, n.e.s: 1.2 • •1.2 1.1 1.2 1.3

--- ----- r-...... ....... . Total.... 30,9. -31,3 . 31,9.. .Ä-1...37_.8„

Note; Totals may not equal the sum of the components as a result of
rounding.

SourceI Annual Trade Reports.



RETAINED IMPORTS 'r

Percentage Distribution by 'SITC Sections x

' Percentages

SITC..
Section
Code
Number

SITC Section

1959

Net Retentions

I960 196I 1962 1963'

0 Food 1 1 ,6 9.9 11 .0 12 .0 .9*3

1 Beverages and tobacco 4.5 4.5 4.4 3.2 4.0

2 Crude materials, inedible, except 
fuels 0 .6 0 .6 0 .6 1.9 1 .1

3 Mineral fuels, lubricants and 
related materials 4.5 4.2 3.8 3.6 2.4

4 Animal and vegetable oils and 
fats 1 .6 2 .6 1.3 1 .6 1.3

5 Chemieäls 7-4 8 ,0 9.1 10 .1 9 .0

6 Manufactured goods classified 
■" chiefly by material 34.5 34.5 35-7 32.5 34.3

7 'Machinery and transport equipment 21 .9 2 3.O 20 .1 20.7 23.5

8 Miscellaneous manufactured 
articles 9.4 9.6 IO.? 10 .8 1 1 .6

9 Miscellaneous transactions and 
commodities n.e.s. 3-9 3.8 3.4 3-9 3.4

Total 100.0 100.0 100.0 100.0 100.0

Source: Annual Trade Reports.



I

...... “ ' PRINCIPAL EDCIERNÄL AND 1ÏÔEHTEHRITÔHI/!lL 'IMPORTS r-1963-“... .--- -------

-...- -----— ...... ....

Total % share of

Commodity’''... . ’"Imports
External

Inter

.... £.'000 territorial

Transport equipment 4,734 99-5 0.5
Machinery other than electric 2,972 97-7 2.3
Petroleum products
Fabrics of synthetic fibres (including

2,381 9 9.I 0.9

artificial silk) 2,172 97.3 2-7
Cotton fabrics (piece goods) 2,103 94.7 5.3
Clothing, except fur clothing 1 ,822 67 .8 3 2 .2
-Iren -and steel manufactures........... -......
Electrical machinery., apparatus, and

■ 1,7-45.. . -..57-8.. ........42,2

..appliances-..- ...... ..- -... — ,----------...1,222-...-.. -99 ... . Q.«2._...
Rubber tyres and tubes 1,119 8 1 .5 . 18 .5
-Paper-,--paperboar-d-and-■ manufactures - thereof..-. -.847--...— 5È..9— ...........43.. 1..
Cigarettes 809 3*2 9 6 .8
Milk and cream 722 33-7 6 6 .3
Footwear 699 25 .2 74.8 -.
Soaps and cleansing preparations 673 32.1 67.9
Medicinal and pharmaceutical products 628 93-9 6.1
Insecticides, fungicides, etc. 563 31.1 68 .9
Radio and television sets 505 100.0 -

Jute bags and sacks 478 100.0 -
Blankets and travelling rugs 477 7 2 .5 27.5
Paints, varnishes, dyestuffs, etc. 438 6 1 .6 38.4

Hand tools of metal 405 9 7 .3 2.7
Meal and flour of wheat and spelt 383 - 100.0

Printed matter 365 ■ . 7 4 .0 26 .0
Rice
Scientific, medical, controlling, photographic,

331 69 .8 3 0 .2

etc., instruments 327 100.0 -
Butter and ghee 278 - 100.0
Alcoholic beverages 270 6 1 .5 3 8 .5
Sisal bags and sacks 266 - 100.0

Chemicals, inorganic and organic 260 90 .4 9 .6
Sanitary, plumbing, heating, etc., materials 257 98 .1 1 .9
Vegetable oils 249 31 .7 6 8 .3



Commodity
Total
Imports

£'000

• ...To

External

share of

Inter- • • 
territorial

Wire cables, ropes, netting, etc. 24? 100.0
Furniture and fixtures 236 3 3 .1 66.9
Perfumery, cosmetics, dentifrices, etc. 188 5 8 .0 42.0
Glassware I80 6 3 .9 3 6 .1
Tobacco, unmanufactured I6O - 100.0
Jute bagging and sacking 159 100.0 -
Cement, building 156 4.5 95.5 -
Meat and meat preparations 153 9 .8 9O .2
Fertilizers, manufactured 152 100.0

Total of items specified above 32,131 7 7 .3 22.7

Total external and interterritorial imports 40,855 7 5 .7 24.3

Source; "A review of East African Trade, 196311 an article by Dushyant C. Singh 
of the East African Statistical Department in the Department's Economic 
and Statistical Review for June 1964.



71. It would be beyond the purpose of the study to enter into any detailed 
analysis of the future evolution of Uganda’s imports. However, an estimate 
of the overall value of imports by 1970 is necessary for the balance-of-trade 
projection. There is no need to distinguish in this estimate between imports 
from inside and outside East Africa, since consideration is being given only 
to Uganda’s, as opposed to East Africa's, balance-of-trade position. However 
the baianee-0f-payments position of East Africa as a whole will be affected by 
the extent to which Uganda is able to switch purchases from sources outside 
East Africa to Kenya and Tanganyika ;

72. The most common method of projecting the evolution of imports is to work, 
oh the basis of available statistics, from historically verified relationships 
between imports and other economic magnitudesStatistics covering the period
1955-1963 reveal a close relationship between imports of investment goods2 and ' 
capital investment. There is also a correlation between the volume of imports, 
net of SITC Section 7> and gross domestic product, net of capital formation. 
Respectively average percentages are 38.5 per cent and 29.5 per cent. For
the purposes of estimating 197Ö imports it is assumed that these relationships 
will obtain in that year. It is appreciated that most projections of imports 
would attempt to discern a relationship between production in the manufacturing 
sector and imports of producer goods. However, in Uganda's case manufacturing 
has to date been based almost entirely on the processing of local raw materials 
and imports under SITC Section 2 have been negligible. It may be assumed that 
future industrialization in Uganda will depend to a far greater extent than in 
the past on imported m a t e r i a l s I t  might also be expected that the development 
of manufacturing industry in Uganda would lead to import substitution with a 
concomitant change in the ratio of imports to gross domestic product. However 
it is not thought thatj by 1970, the relationship between imports and monetary 
gross domestic product will be significantly different from that prevailing at 
present. Reasons for making this assumption are:

(a) as noted above, it can be expected that new manufacturing units will 
be far more dependent than in the past on imported raw materials, so 
that the falling-off in imports of final products will be partially 
offset by the increase in imports of materials; and

For the purpose of the present projection the method employed follows 
closely, although not identically, that used by two economists at Makerere College, 
Kampala, B. Van Arkadie and Pi Ndegwa, in an unpunished paper entitled "Future 
Trade Balance of Payments and Aid Requirements of East Africa". This paper makes 
projections for imports in 1970 but on an East African rather than an individual 
country basis.

2
Investment goods here are defined as those falling under SITC Section 7 which 

however include private motor vehicles and bicycles, not appearing in capital 
formation statistics, but exclude certain building materials.

3
See however footnote to paragraph 7 6.

4
This trend is already apparent from a comparison of the values of imports 

under SITC Section 2 and the relative share of this Section in total imports in
1962 and 1963 with earlier years (see tables l6 and 17).



(b) ■ with increased living standards, imports of the more sophisticated
type of consumer goods, which it' will still not be practicable to
manufacture in Uganda, will grow.

73« Once the relationships between capital formation and imports of investment 
goods and gross domestic product, net of capital formation, and imports of non
investment goods have been established, there remains of course the need to 
determine the absolute magnitudes of capital formation and monetary gross 
domestic product in 1970. Clearly the size of Uganda’s monetary gross domestic pro
duct by the end of the present decade will .be determined by a number of factors, 
not the least important of which will be the value of Uganda’s exports both 
interterritorial and external. However for the present purpose it is assumed 
that gross domestic product will increase by 5 per cent per annum at constant 
prices, giving a figure of £1 91 .3 million,and that capital formation in 1970
will be sufficient to sustain the continuance of this rate of growth in 1971
on the assumption of a capital/output ratio of 3ll> (£27.3 million or Ik per 
cent of monetary gross domestic product).



SECTION 8 

BALANCE OF TRADE

74* Table 19 below provides a calculation of Uganda's balance of..trade in 1970 
on the basis of the assumptions concerning the evolution of exports' and imports
contained in Sections 5 to 7- As indicated in paragraph --73 » the estimate-ef  ...
monetary gross domestic product in 1970 is based on a crude rate of growth 
formula. Clearly, however, actual monetary gross domestic product in 1970 will 
deperii to a large extent on the value of exports in that year. It would, there
fore, seem desirable to test the validity of estimates of exports and monetary 
gross domestic product by seeing whether the relationships between expected 
exports and monetary gross domestic product, in 1970, would appear feasible in 
the light of the existing, relationships between them. This test is carried out in 
Table 20 below.

•75. Tt will be seen - that, in Table 20, the percentage contribution of exports,- 
both external and interterritorial, to monetary gross domestic product at current 
values would, in 1970, on the basis of the calculations in Table 19, approximate 
to their percentage contributions of recent years, particularly if I963 is 
excluded (lines (5) and (8)). However the table does reveal, in a comparison 
between lines (5) and (6), that because of declining export prices in the recent 
past the percentage share of exports at constant prices is consistently higher 
than their share at current values. As, in calculating monetary gross domestic 
product and exports in 1970, constant price assumptions have generally been 
employed, it would perhaps be more appropriate to compare the percentage 
contributions of exports,,both in total -and by type (external and interterritorial) 
in 1970 with past percentagé shares of such exports at constant prices. Such a 
comparison would reveal that in 1970 in real terms the contribution of external 
éxports would be "lower, and that of interterritorial éxports 'higher', than in the 
past, a result which-might be expected to follow the expected diversification of 
production in the present decade.



Table 19 

UGAMDA’S BALANCE OP TRADE

Exports 1962 .19.63 19J0
Estimate

Domestic Exports outside East Africa
-

Coffee 20,174 27,181 33,200
Cotton 8,260 14,330 18,000
Copper 3,617 3 ,612 3,550
Tea 1,997 2,041 3,400
Oilseeds 539 354 900
Cattle feed 874 1 ,802 1 ,500
Hides and skins 1,176 1,044 2,000
Sugar 1 292 1 ,500
Other 997 1,019 3 ,000

Total 37,635 51,475 67,730

Interterritorial Exports

Foodstuffs (SITC 0) 2,475- 2,738 2,000
Beverages and tobacco (SITC l) 1 ,168 1 ,4l8 2,730
Animal and vegetable oils and fats (SITC 4) 845 900 930
Chemicals (SITC 5) 152 331 500
Manufactures (SITC 6 and 8) 1,990 2,347 • 6 ,500
Other (SITC 2,3,7 and 9) 426 508 ■ 220

Total 7,054 8,241 12,880

Total 44,689 59,716 80,610

Net Imports

Investment goods (SITC 7) 6,.941 9,434 10,510
Other goods (SITC other than 7) 26 ,.922 31 421 59,640

Total 33,863 40,855 70,150
Re-exports total 3,317 3,023 . 5,000

Balance +14,143 +21,884 +15,460

The following price assumptions have been made for calculation of export values 
in I97O: ooffee: average price 1959/63

cotton: average price 1959/63 - 5 per cent
copper: average price 1959/63 - 5 per cent
tea: average price 1959/63 - 10 per cent
oilseeds: £60 per ton
Hides and skins : average price 1959/63
Sugar: £30 per ton.

All other values are calculated on the basis of percentage increases on the value of 
1963 exports in accordance with considerations outlined in the text.



SHARE OF EXPORTS IN MONETARY GROSS DOMESTIC PRODUGT

1954 1957 I960 1962 1963 I97O

Monetary gross domestic 
product

1. at current value £m. 92.7 109.4 110.8 107.9 128.7 191 .3

2. at 1957 prices £m, 88.6 109.4 124.8 117 .3 134.6 -

External exports

3. at current value £m. 40.6 45.8 41.6 37.6 5 1 .5 67.7

4. at 1957 prices £m. 3 8 .8 45.8 53-4 54.2 58.5 -

Percentage share 
of external exports

5- at current value
(3) *  (1) % 43 42 38 35 40 35

6. at 1957 prices
(4) T (2) * 44 42 43 46 43 -

7- Interterritorial Sm, 7-5 5 .3 6.7 7.1 8.2 12.9
exports 

8. % of 1 8 5 6 7 6 7

9. % of 2 8 5 5 .6 6 -

Total Exports

10. at current value £m.48.1 51.1 48.3 44.7 .59.7 8 0 .6

11. at 1957 prices £m.46.3 51.1 60.1 6 1 .3 66.7 -

Percentage share of 
total exports

12. at current value
(10) -r (1) % 51 47 ' 44 42 46 42

1 3. at 1957 prices
(11) T (2) % 52 47 48 52 50 -

Sources: Figures at current values 1954/1963: Statistical Abstract. 
Figures at constant prices: Table 6.
I97O estimates: Table 26 and. paragraph 15I.



SECTION 9 

THE ECONOMIC CHOICES BEFORE" UGANDA

76. In compiling Table 19 a number of assumptions were made concerning future 
trends in Uganda imports and exports. As noted earlier these assumptions are 
necessarily arbitrary and may prove invalid (either conceptually or in the light 
of actual out-turn in the economy). However, if the estimates of trade in Table 19 
were to correspond to actual trade in 1970 a number of interesting conclusions 
could be drawn from them. In the first place Uganda would continue to enjoy, as 
she does now, a surplus in her balance of trade. It is probable moreover that 
this surplus will be adequate to cover the adverse balance on the invisible 
account, which is likely to rise as a result of both increased Government 
borrowing from abroad and from the increase in remittances abroad resulting from 
further investment of foreign private capital in the Uganda economy. However, 
the table reveals a number of superficially undesirable features. Although the 
present development plan calls for a diversification of the Uganda econorrçr in 
order to lessen its reliance on two major export crops, coffee and cotton, we 
find that, on the basis of Table 19, these two crops would continue, even in l-97°> 
to dominate Uganda's exports, amounting to 64 per cent of the total of that year. 
Moreover, as can be seen from Table 20, the proportion of the monetary gross 
domestic product exported would not be any lower in 1970 than it-;has been in the 
recent past so that the overall dependence of monetary gross domestic product on
cotton and coffee would not be significantly less than it is now.

77- Tables 19 and 20 have of course been compiled on the basis of existing 
knowledge concerning the likely future evolution of the Uganda economy.
Deductions concerning future economic trends are themselves based on the pro
visions of the existing Development Plan which does not, as already mentioned,. 
contain any detailed production or export targets, and the projections of 
Sections 5 and 6 are founded solely on the planned expenditure by the Central ' 
Government and other public sector institutions in the various economic sectors 
or in respect of individual products. It is obvious that the bulk of Uganda's 
exports in 1970 will, to a considerable extent, be determined by the provisions
of the Plan covering the period July 1966 to June 1971 which may differ con- .
siderably from the present Plan.

One of the assumptions upon which rest the calculations of Table 19,: in which 
the trade surplus for 1970 is projected, is that the proportion of imports to 
monetary gross domestic product would in 1970 conform to its recent pattern (see 
paragraph 72). In fact, however, it is possible that imports will increase at a 
faster rate than monetary gross domestic product as a result of greater Government 
mobilization of saving, and redistribution of incomes leading to a lowering of the 
savings propensity, both of which effects will tend to‘raise the"level of"imports 
towards that of exports. In other words the method of calculating importsin 
I97O, whilst sustainable on methodological grounds may prove invalid in practice 
as a result of the changed social and political circumstances of Uganda which 
render misleading comparisons between pre and post independence periods.



7 8. There are a number of reasons for assuming that the priorities selected for 
the next Five-Year Development Plan will not in fact differ very much from those 
contained in the present one. The understandable wish of the Uganda Government 
to diversify the economy and to lessen its dependence on coffee and cotton, the 
prices of which fluctuate sharply from year to year and over which Uganda has 
very little control, has already been remarked upon. However, as noted in 
Section 4, the Uganda Government relies to a very large extent on export taxes 
derived from coffee and cotton, and it is unlikely that this reliance will 
diminish during the current decade. At present the Uganda Government is dis
couraging the expansion of coffee production in order to facilitate the fulfilment 
of its obligations under the International Coffee Agreement. But in the absencè 
of any drastic reduction in producers' prices it is unlikely that coffee production 
will level off before 1970. In the case of cotton the Marketing Board might in 
fact be obliged to lower producer prices in order to reverse the tendency of 
recent years of drawing on the Cotton Price Assistance Fund (see Table 8 ). At the 
same time however efforts are being made through the popularization of insecticides 
to increase cotton yields. The basic difficulty confronting any efforts to 
diversify the agricultural sector is that of finding alternative cash crops for 
the peasant producer. Attempts are being made to increase the production of tea, 
cocoa and sisal, and it is possible that both tobacco and groundnut production 
can be increased by the offer of higher producer prices. However, the raising of 
producer prices, apart from its impact on the local cost of living, might jeopardize 
efforts currently being made to increase exports outside East Africa. At present, 
Uganda, like its East African neighbours, is virtually self-sufficient in basic 
foodstuffs and, as noted in Annex III interterritorial trade in foodstuffs is 
limited by quantitiative restrictions. There are reasons for assuming that Uganda 
has a cost advantage in at least the production of maize and successful efforts 
to liberalize interterritorial trade in agricultural.products would to some extent 
enable a diversification of the agricultural sector. Land is not in Uganda a 
factor in short supply and expansion of agricultural production will not be limited 
by the availability of arable land. For dietetic, if for no other reasons,
Uganda's next development plan is likely to place heavy emphasis on livestock and 
fish production which will also assist in the diversification process.

79» The future of the mining industry in Uganda will of course depend upon the 
discovery of new exploitable ores and world price movements for minerals. Apart 
from conducting geological surveys, as provided in the present Plan, there would 
not appear to be any steps the Uganda Government could take to encourage the 
mining industry particularly as the current revenue position of the Government 
would seem to preclude subsidization of production. .........

80. The Uganda Government appears to be taking all possible practical steps in 
encouraging the development of manufacturing in the country. In particular, it 
is playing an active role in fostering industrial growth through the medium of the 
Uganda Development Corporation. It therefore can be expected that the manu
facturing sector will continue to grow and the sectoral rate of growth will be 
higher than that for the monetary sector as a whole. It will be noted from 
Table 19 that interterritorial exports of manufactures in 1970 are projected as 
being three times higher than their present level and it may be assumed that total 
output in the manufacturing sector will increase in the same proportion. But even 
if this occurred the contribution of manufacturing to the total monetary gross 
domestic product in 1970 would only be about 10 per cent.
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81. The most significant determinant of the future development of the manufacturing 
sector in Uganda is likely to be the nature of the relationships between the three 
East African countries. It has been argued in Uganda that the gains from the East 
African Customs Union have not been evenly spread between the three countries 
comprising it. On the other hand there is no doubt that the Uganda textile 
industry has benefited substantially from the existence of the Union. The future 
effects of the Customs Union on manufacturing in Uganda are likely to be more 
favourable than in the past since the three East African Governments are now- 
co-operating in^seeking means of securing a more equitable distribution of gains 
from the Union. The ability of the Ugandan manufacturer to sell his goods freely 
in a market of 25 million people will undoubtedly play a significant part in 
attracting new industry to Uganda. However in assessing the importance of the 
Customs Union it must be remembered that the average per caput annual income of
all three East African countries is less than £25. There exists of course the 
possibility of exporting outside East Africa and in particular to neighbouring 
African States, but Uganda's geographical position would seem to militate against 
any significant development in this field by 1970.

82. Many of the development expenditures by the Central Government during the 
present Plan and investments by other public sector institutions and private 
enterprises, particularly in manufacturing, will increase and diversify production. 
Moreover present outlays on education, transport and power projects will ensure 
that an adequate framework for future development and diversification exists. 
Nevertheless it is unlikely that the present heavy dependence of the Uganda 
economy on the two peasant-produced cash crops, coffee and cotton, will be 
substantially diminished by 1970* In later years the increase in agricultural 
production, not only in Uganda, but in Kenya and Tanzania, will augment income to
a level sufficient to sustain rapid development, perhaps with the manufacturing 
sector providing the major impetus to growth.

'or the provision of the so-called Kampala trade agreement, see Annex III.



ANNEX I

BRIEF SURVEY OF THE UGANDA ECONOMY

Outline

1. The aim of this Annex is to provide a very brief summary of the main 
features of Uganda's economy in order to furnish background information for the 
reader previously unacquainted with it. The Annex contains a very cursory 
examination of subjects which are covered in greater detail elsewhere and, where 
appropriate, cross references are given to indicate where a more detailed 
exposition of a partio.ular topic appears.

General

2. Uganda has a total area of 91>000 square miles, of which l6,400 square miles 
are open water or swamp. The cultivated area is estimated at 12,000 square miles. 
Most of Uganda lies on a plain of over 4,000 feet so that, despite the fact that 
the equator crosses the country, temperatures are moderate. Rainfall over most 
of the country is between 40 ins. and 50 ins. Uganda is entirely landlocked with 
its nearest seaport, Mombasa, in Kenya, over 800 miles by rail from Kampala, the 
major city and capital of Uganda.

3. In mid-1964, population was estimated at 7>360,000 of which all but 100,800 
were Africans. The estimated natural population growth of 2.2 per cent per annum, 
which compares with 2.1 per cent in Tanganyika, 3-1 per cent in Kenya and 2.2 per 
cent in Africa as a whole, is supplemented by immigration amounting to 0 .3 per 
cent per annum. On the basis of area, net of open water and swamp, population 
density is about a hundred persons per square mile. Kampala, with a population 
of 55,000 and Jinja, the main industrial centre, with a population of 35»000,
are the only towns of any size- In 1959 only 2.4 per cent of the population 
lived in the fourteen towns of over 2,000 persons.

4. The number of Africans in employment (excluding those employed in peasant 
agriculture and domestic service) has declined from a peak level of 229,000 in 
i960 to 208,000 in 1963 and, in the latter year,was 8 per cent below the figure 
for 1954. The 8 per cent decline in the level of employment^between 1954 and 
1963 occurred at a time when monetary gross domestic product increased by
38 per cent. An analysis of employment by industry shows that sharp declines 
were recorded in construction, the output of which also fell,but also in two of 
the sectors, mining and government, which recorded fast rates of growth.
Moreover, despite a 30 per cent rise in manufacturing production, the number of 
employees in manufacturing remained static. It can be seen therefore that there 
has been a substantial rise in labour productivity in the period at least in

"*"See Table 1.



those sectors where employment is recorded. This rise in producitivity was 
accompanied by a rise in wages. Between 1957 and 1963,average annual earnings 
of Africans in recorded employment rose from £56 to £96 or at a rate of 9*5 per 
cent per annum. Despite the decline in the level of recorded employment, unemploy 
ment does not present anything like so acute a problem in Uganda as it does in 
say Kenya and, as noted earlier, there is an estimated immigration of abotvt
20,000 persons per annum which would suggest the availability of employment 
opportunities.

5. The Uganda economy is heavily dependent upon the peasant farmèr as a producer 
of both domestically consumed food and of export crops. Uganda's major export 
crops, coffee and cotton, are grown by peasant farmers who also produce the major 
food crops, plantains, maize, millet and groundnuts, as well as tobacco. In 
Uganda the only plantation crops of any importance are sugar and tea. In 1963 
over 50 per cent of the monetary gross domestic product was derived from 
agriculture, primary processing of agricultural products, forestry, fishing and 
hunting ; for the whole economy, the contribution of these sectors was 64 per cent. 
Mining and manufacturing, the two other sectors with which this study is 
principally concerned, contribute together less than 6 per cent of total gross 
domestic product. The mining sector is dominated by copper, extraction of which 
on a large scale only commenced in 1956. Apart from blister copper the major 
products of Uganda's manufacturing sector are cotton textiles, fertilizers, cement 
vegetable oils, beer and cigarettes.

t  •
6. The bulk of Uganda's foreign trade is carried over the railway running from 
Kampala, via Nairobi, in Kenya, to the Kenya port of Mombasa whence Uganda's 
primary products are shipped all over the world. The Nairobi area constitutes 
the major concentration of purchasing power within East Africa and is thus the 
major outlet for Uganda's exports within the area. In Uganda itself, the main 
Kampala/Mombasa railway, which is over 8OO miles in length, is fed by two branch 
lines. The first, extending westward, was constructed primarily to transport 
copper ore from the Kilembe Mine to Jinja where it is smelted; the second serves 
the north of the country. This latter line, which is of special importance in the 
transportation of cotton, is presently being extended towards the northwest. . 
There are about 3,000 miles of main roads in Uganda of which only TOO miles are 
bitumenized. However, the remaining main road mileage and the feeder roads are 
surfaced with "murram", a laterite sub-soil which has proved itself to be a very 
resilient material and most of Uganda's roads are passable even at the height of 
the rainy season. It is stated in the Uganda Development Plan that the "main road 
network is generally adequate for the country's present and foreseeable needs”. 
Uganda is well endowed with lakes and rivers but river transport is restricted by 
numerous falls and rapids. In the past, river transport has been used in 
conjunction with railway and road, particularly to transport cotton from the north 
of the country, but the numerous handlings involved were too costly and this mode



of conveyance is being replaced by the- railway'.now being built. However, there 
is a certain amount of freight traffic on Lake Victoria and the East African 
Railways and Harbours Administration"*" which is responsible for the construction 
and running of railways throughout East Africa, intends to introduce freight-car 
ferries which will link Uganda lake ports with the Kenya and Tanganyika ports of 
Kisumu and Mwsriza, which are also rail heads. There is an international airport 
at Entebbe, 20 miles south of Kampala, apd there are also a number of internal 
landing strips served by local flights. Regular flights connect Entebbe with 
other East African centres, particularly. Nairobi.

Gross Domestic product

7. Table 1 indicates, by sector of the economy, the development of Uganda's 
gross domestic product at factor cost in recent years. It shows that, in 1963» 
after a period of stagnation, gross domestic product rose by 12 per cent (17 per 
cent in the monetary sector). It was moreover expected that there would be a fur
ther increase in gross domestic product of 10 per cent in 1964. During the period 

I954-I963,production in the monetary economy grew at a somewhat faster rate than 
that in subsistence economy and so increased its share of total gross domestic 
product slightly. The table reveals, however, the tendency for monetary gross 
domestic product to fluctüate widely, a phenomenon attributable to substantial 
changes in the prices of the major export crops, coffee and cotton.

8. The sectors in the monetary economy showing the highest rates of growth in 
this period, admittedly from rather small bases, were electricity generation (as 
a result of increasing output from- the Owen Falls hydroelectric station), mining, 
(a copper mine came into production in 1956), rents, miscellaneous and government. 
On the other hand, and perhaps surprisingly, manufacturing output rose at a slower 
rate than_gross domestic product as a whole and construction activity actually 
declined. In general, the so-called "service" sectors grew at a faster rate than 
the "productive" sectors.

9- Table 1 reveals that, between 1954 and 1963» in the economy as a whole, 
production at current values rose by approximately 3-5 per cent per annum and in 
the monetary economy alone by about 3-7 per annum. If the calculations in Table 6 
can be accepted as valid, then it would seem that, at constant prices, the rate of 
growth in the monetary sector was, in this period, 4.7 per cent per annum. Per 
caput income in I962 amounted to £22.3. On the basis of the 1964 forecast of a 
gross domestic product £194.4 million, per caput income was expected to rise to 
£26.4.

"̂"See Annex III.
2
Subsistence in this context simply means non-monetary. Peasant farmers,

even those who grow cash crops, consume or barter much of the food they produce 
and the subsistence economy mainly comprises food which does not enter the cash
economy.

3
1963 can of course be regarded as an atypical year in that monetary gross 

domestic product as a whole increased by I7 per cent as a result of higher com
modity prices and this had the effect of reducing the relative share of sectors 
such as manufacturing, output of which in fact increased, in I9 63, by nearly 
11 per cent.
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GROSS DOMESTIC ERODUCT AT FACTOR COST BY SECTOR - CURRENT VALUES ^

1 1963 1964 % increase
! 1954 1957 I960 1962 Estimate Forecast 1954-1963
11
4-

£m % £m /D £m % £m % £m % £m %

j(a) MONETARY ECONOMY:

j Agriculture* 55.1 59.4 59.7 54.6 53.4 48.2 47.6 44.1 6 3.I 49.0 77.2 14,5
Forestry, fishing and hunting 1.4 1.5 1.8 1.6 2.3 2.1 2.4 2.2 2.4 1.9 2.4 71.4
Mining and quarrying 0.9 1.0 1.5 1.4 2.2 2.0 2.6 2.4 2.8 2.2 2.8 1 8 8 .9
Manufacturing 5.3 5.7 6.1 5.6 6.0 5.4 6.2 5,7 6.9 5.4 7.3 30,1

, Electricity 0.7 0.8 1.3 1.2 1.9 1.7 2.5 2.3 2.8 2.2 3.0 3 0 0 .0
Construction 3.9 4.2 3.9 3.6 3.9 3.5 3.9 3.6 3-5 2.7 3.6 -10.2
Commerce 11.8 12.7 14.7 13.4 14.4 1 2 .3 14.5 13.4 18.3 14.3 19.9 55.1
Transport and Communications 3.7 4.0 4.6 4.2 6.2 5.6 5.8 5.4 5.9 4.6 6.0 59.4
Government 3.3 3.6 5.5 5.0 6.5 5.9 7.3 6.8 7.1 5.5 7.1 115 .1
Miscellaneous 5.2 5.6 7.8 7.1 10.5 9.5 11.5 10.7 12.2 9.5 12.8 134 .7
Rents 1.4 1.5 2.5 2.3 3.4 3.1 3.6 3.3 3.8 3.0 3.9 171.4

Total Monetary Economy 92.7 100.0 109.4 100.0 110.8 100.0 107 .9 100.0 I2 8.7.100.0 145.9 3 8 .8

Total Monetary Economy as
74.6 7 2 .8 68.8percentage of Grand Total 7 2 .0 7 3 .0

(b) NON-MONETARY ECONOMY:

Agriculture 33.6 35.5 36.4 42.6 40.8 41.7 21.4

Forestry and fishing 2.4 3.8 5.0 6.1 6.6 6.8 175.0

Total Non-Monetary Economy 3 6 .0 37,.3 41.3 48.7 47.3 48.5 31.4

GRAND TOTAL (a+b) 128.7 146.7 1 52.I 156 .7 176 .1 194.4 3 6 .8

^Including cotton ginning, coffee curing and sugar manufacture. 

Sources: "Background to the Budget” 1964-65 and “Statistical Abstracts
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Capital formation

10. Table 2 shows that gross capitai formation1 in Uganda reached a peak level of 
£2J.2 million in 1955 and subsequently declined until 1962. The main reasons for 
the record level of gross capital formation in 1955 were the construction of the 
railway to the Kilembi copper mine which was reflected in the "EACSO" investment 
and the record level of "private investment" in that year. In 1963 gross 
capital formation rose again to £19.4 million, a figure still below those recorded 
for each of the four years 1955/58. The decline in the level of gross capital 
formation occurred when gross domestic ; product war: increasing sò that fiie 
proportion of expenditure devoted to capital formation has. fallen markedly. Cross 
capital formation in 1955 represented 21.3 per cent of the gross domestic product 
in the monetary sector; by I963, despite the increase in capital formation in 
absolute terms in that year, this percentage had declined to 1 3 .6 per cent, the 
lowest in Uganda's recent history. Table 2 indicates that capital formation in 
the public sector has been declining since 1955 whilst, in the private sector, 
which includes the parastatal organizations (the Uganda Development Corporation 
and the Uganda Electricity Board), the level.of capital, formation has fluctuated 
widely. A feature of capital formation in Uganda is the dominance of the public 
sector; private investment proper, in Table 2 described as "other" under "private”, 
has, on average, amounted in recent years to about 40 per cent of total gross 
capital formation. No official estimates- have been made for net capital formation 
in Uganda. However, it has been estimated unofficially that the rate of re
placement of capital stock in East Africa, as a whole, had, by 1962, risen to 
7 per cent of the monetary gross domestic product.̂  If this figure is accepted 
as valid for Uganda, then it would seem that new capital accumulation in Uganda 
in recent years has amounted to between 6 and 7 per cent of the monetary gross 
domestic product at current values.

Gross capital formation is defined in the Uganda Statistical Abstract as 
that part of expenditure of resources which results in the creation of new or 
improved physical assets. It includes the replacement of old physical assets but 
not repairs and maintenance which merely preserve the existing productive 
capacity. Physical assets acquired by private persons for non-business purposes, 
with the exception of housing, arc, however, excluded. The estimates in Table 2 
exclude gross capital formation in rural residential and agricultural building, 
land improvement, and the establishment of plantations. The estimates for the 
non-Govemment sector for plant, equipment and Vehicles are based on import values, 
from which rough estimates of installed value have been made.

2
This unofficial estimate appears in an unpublished paper, prepared by two 

economists at Makerere College, Kampala, B. Van Arkadie and P. Ndegwa, and 
entitled "Future Trade, Balance of Payments and.Aid Requirements of East Africa".



TABLE 2 

GROSS CAPITAL FORMATION

Year Uganda
Government

Public Sector

Local 
Government'

EACSO1 Total

Private 

Parastatalc"

Sector

Other Total
GRAND
TOTAL

"Other Private" 
as a % of Total 
Gross Capital - 
Formation

Total as a %
' of monetary 
GDP at current 
market prices

£m £m Em £m £m £m £m £m % %

1954 4.9 . 1.0 2.4 8.3 n.a. n.a. 10.2 .1 8 .6 ■ n.a. 18.9
1955 4.8 1.4 . 3-5 9.7 n.a. n.a. I3 .5 23 .2 n.a. 2 1 .3
1956 5.9 . 1.4 1.1 8.4 4.9 8.4 I3 .3 21.8 3 8 .6 19.9
1957 6.2 1.8 0.9 8.9 3.6 7.9 11.5 20.4 3 8 .8 I7 .5
1958 6.4 1.7 0.5 8.6 3-5 7.5 11.0 19 .6 38.3 17.1
1959 5.3 1.9 1.1 8.3 2.8, 6.0 8.8 17.1 35-7, 14.6
I960 5.Ó 1.4 ‘ 1.8 8.2

2 - s 8 A < - 10.8 19.0 44.3^ 1 5 .8
1961 4.8 1.0 1.1 6 .9 3 4 7.2^ 10.4 1 7 .3 41.7^ 14.2
1962 4.4 0.8 1.2 6 .3 3.9^ 6.3^ 10.2 16.5 3 8.2^ 13.8
1965* 4.8 0.5 1.1 6.4 5.35 7.7 I3 .O 19.4 40.0^ 1 3 .6

Note: Totals may not agree with constituents as a result of rounding.

^"Includes East African Railways and Harbours and East African Post and Telecommunications.

2 . . .

The Uganda Development Corporation, its associated companies and the Uganda Electricity Board.

"̂ The breakdown between "parastatal"■ and "other" and therefore the percentage of "other ", in the total
are estimates and probably exaggerate "a/Mier". {,•

*Estimated _• I

Sources: "Statistical Abstract" I963 arid "Background to the Budget" 1964-65. .....  ;;
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Trade'*'

11. Exports play a very important r6le in the Uganda economy, contributing 
46 per cent of monetary gross domestic product in 1963. Table 3 shows the 
evolution of these exports and.imports, both external and interterritorial^ in 
recent years. The table indicates that, in I963, both exports and imports were 
the highest recorded and that Uganda has, in the recent past, consistently enjoyed 
a favourable overall trade balance amounting to about 50 per cent of imports. 
However, the overall trade surplus enjoyed by Uganda arises entir.ely from 
her external trade since she has had a persistent adverse balance, in recent years, 
in her interterritçrial trade. A feature of the period 1957-1963 was the decline 
in exports until I962 which resulted from the fall in commodity prices particularly 
that of coffee. Presumably, because of the effect of this decline on purchasing 
power (monetary gross domestic product remained static during this period, see 
Table 1 above), imports also fell and the surplus trade balance' was preserved.

The composition of trends in and prospects for Uganda's trade are dealt with 
in more détail' in' Sèctlo^S. ...

2
"External11 and" "interterritorial” are*’employed in East Africa to describe, 

respectively, trade with countries outside the East African Customs Union and intra- 
East African trade. This convention has been adopted in this study.



Exports and Imports

Details 1957 1959 1961 1962 1963

IMPORTS:

Imports from outside East Africa 28,869 25,534 26,546 26,206 30,922

Interterritorial imports :

(a) from Kenya
(b) from Tanganyika

6,044
510

5,784
726

7,047
390

7,220

437
9,425

508

Total 6,554 6,510 7,437 7,657 9,933

TOTAL IMPORTS 35,423 32,044 33,983 33,863 40,855

EXPORTS:

Domestic exports to outside East 
Africa V45,857 42,091 39,195 37,635 51,475

Interterritorial exports :

(a) to Kenya
(b) to Tanganyika

2,992
2,333

3,640

1,587

5,152
1,704

5,386 

■ 1,669

6,248

1,993

Total 5,325 5,227 6,855 7,054 8,241

Re-exports 975 1,137 2,062 3,317 3,023

TOTAL EXPORTS 52,157 48,455 48,112 48,006 62,739

VISIBLE BALANCE OF TRADE:

(a) External trade
(b) Interterritorial trade

+17,963 
- 1,229

+17,694

- 1 ,283
+14,711

582
+14,746

- 603
+23,576 
- 1,692

Total (a) and (b) +16,734 +16,412 +14,129 +14,143 +21,884

Source : Annual Trade Reports.



12. The growing importance of interterritorial trade is demonstrated by the fact 
that, between 1957 and 1963? the percentage share in Uganda's total exports of 
Kenya and Tanganyika rose from 10.2 per cent to I3 .I per cent and, in the same 
period;" the share in total imports of purchases, from these .two countries rose from 
18 .5 per cent to 24.4 per cent. A feature of interterritorial trade has been its 
comparative immunity to the fluctuations which have characterized Uganda's trade 
outside East Africa.-' Therreason for this clearly, lies in. the. fact that inter
territorial trade comprises, to a very large extent, a moderately diversified 
range of manufactured goods and agricultural products sold at .stable prices, whilst 
Uganda's external exports are dominated by a few primary commodities whose prices 
have fluctuated widely.

1 3. The most obvious feature of Uganda's exports is the importance of two items, - 
coffee and cotton, which, in I9 6 3, together comprised over 80 per cent of Uganda's 
external exports and over 70 per cent of total exports. In recent years, only 
once, in I9 62, when the cotton crop failed because of adverse climatic conditions, 
has the contribution of coffee and cotton to total exports been less than two 
thirds.

14. The United States is Uganda's most important customer, taking, in I9 63, 
nearly half of her coffee and over a quarter of her total external exports. In 
order of importance, the United Kingdom, West Germany, the People's Republic of 
China, India and Hong Kong were other major markets, outside East Africa, for 
Uganda's produce. The United Kingdom provides approximately one third of Uganda's 
imports from outside East Africa, with Japan and West Germany supplying, between 
them, a further quarter. As a member of the British Commonwealth, Uganda enjoys 
tariff preferences in the United Kingdom and certain other Commonwealth markets.
On the other hand Uganda's tariff has only a single column with no preferences 
being accorded to Commonwealth suppliers. (For the position of Kenya and 
Tanganyika, see paragraph 17 below.)

Terms of trade

15. Table 4 below demonstrates the trend in Uganda's terms of trade in the period
1956-1963. Two features of the table are noteworthy. First there was, in this 
period, a marked decline in export prices. Second, import prices, although 
fluctuating slightly, did not display any tendency to rise so that the deterioration 
of Uganda's terms of trade can be attributed to the fall in export prices.



TRADE INDICES FOR UGANDA" 
(1954=100)

Year
Net Imports Domestic Exports

Terms
of

TradeQuantity Price Value Quantity Price Value

1956 110 101 111 119 87 104 120
1957 117 98 115 135 84 113 117
1958 111 97 107 143 78 112 124
1959 104 98 101 150 69 104 142
I960 101 103 103 162 63 102 164
1961 105 101 106 ISO 64 96 158
1962 107 96 103 147 63 93 152
I9632 122 100 122 184 69 127 145

For external trade only.

2  - 

Estimates only. Export, price index in I963 calculated from changps in coffee
and cotton prices only. Import- price index arbitrarily assumed to be 100.

Source : East African Statistical Department.

Balance of payments

l6. No official estimates have yet been compiled of the balance of payments of 
Uganda. However, an unofficial estimate for the period 1954 to 1959 is contained | 
in Table 5."*" A feature of this unofficial estimate is the dimension of the balancing 
item, the composition of which is difficult to determine. It may be expected 
however that there was, particularly in the later years shown, a certain amount 
of unrecorded private capital outflow which may account for part at least of this 
item.

"*"An official balance -of -payments estimate for East Africa as a whole is 
contained in Annex I I I .



UGANDA*S BALANCE OF PAYMENTS 
(in £ million)

1954 1955 1956 1957 1958 1959.

A. Total balance of trade ' 13.7 4.9 7-7 11.2 1 2 .9 11.4

Invisible receipts 4.9 5.0 5.6 5-5 6 .0 5-2
Invisible payments - 7,7 - 8 .0 - 8.9 - 8.8 - 9.4 - 9.7

B. Current balance of payments
(surplus) 10 .9 1.9 4.4 7i9 9.5 6.9

C. Capital account (net)

Gifts, grants, official loans - 0 .7 3.7: 0 .1 - 0 .1 0 .1
Other official balances 3.3 5.5 1.9 3.3 6.8 4.5
Monetary system • - 2.2 2.5, - 0 .1 0.8 0 .2

Total known capital transactions 0.4 11.7 2.0 3.4- 7.7 4.8

Balancing item -11.3 -1 3 .6 -6.4 -1 1 .3 -1 7 .2 -11.7

Balance of trade figures have been adjusted to increase value of imports and 

decrease value of exports, which in Table 3, are calculated on an f.o.b. point 
of departure or arrival East Africa, to a Uganda border basis. The adjustment 
(£5 million in recent years) represents the cost of rail haulage over the Kenya 
section of the Mombasa/Uganda railway.

Source: IBRD "The Economic Development of Uganda".

Uganda's economic relations with Kenya and the United Republic of Tanzania

1 7. The extensive economic relationships between the three East African countries 

are described in Annex TiX. Suffice if here to vo\ * that Uganda enjoys free 
trade with Kenya and Tanganyika and that, by a process of consultation, the three 
East African countries maintain, with limited exceptions, a common tariff against 
third countries and thus comprise a customs union. As a result of con
sultations, excise duties and income taxes are also approximately the same in all 
three countries. There is a single common currency for the whole of East Africa, 
administered by a Currency Board on which the three countries are represented. 
Through the medium of the East African Common Services Organization (EACSO) Kenya, 
Tanganyika and Uganda share a common railways and harbours administr.ati.on...and a 
unified post and telecommunications service. Certain other services, mainly of a 
research nature, are also administered by EACSO, which also collects import and 
export duties, excise duties and income and company taxes for the three Governments.

The customs union arrangement presently covers only mainland area of the 
United Republic of Tanzania and throughout this study reference is made to 
Tanganyika in the context of the customs union and interterritorial trade.



Prices

l8..... The figures for Uganda's gross domestic product in Table 1 are for 
production at current prices and, as they do not take into'account"price movements 
in the years shown, they do not indicate real changes in production. In the case 
of the non-monetary sector this is not, perhaps, of any significance since most of 
the production falling under this head comprises foodstuffs, the value of which is 
imputed on the basis of market prices for such foodstuffs in the monetary economy, 
which would not appear to have changed significantly during the last decade.
However, it would seem desirable to attempt to estimate real changes fh output in 
the monetary sector of the gross domestic product by employing price or other 
appropriate indices. There are no indices of overall wholesale or retail prices 
but there are two major cost of living indices the "Kampala Cost-of-Living Index" 
which is based on the spending pattern of Civil Servants with a. basic salary, in 
I95Is of £700 per annum and the "index of Retail Prices in Kampala African Markets". 
Neither of these two indices would, individually, appear appropriate for application 
to monetary gross domestic product as a whole. The Kampala Cost-of-Living Index 
reflects a spending pattern of a very small sample of total population, and the 
"African Market" index has a weighting of seventy for local foodstuffs which is, 
of course, far too high'in relation to the monetary product as a whole.

1 9. It is appreciated that .normally an analysis aimed at eliminating the effect
of price changes in an economy would be based on National Expenditure figures
rather than on the National Product itself. However as, in Uganda's case, there 
is no breakdown showing the dimensions of investment and Government and private 
consumption, the following somewhat arbitrary set of calculations have been adopted 
in constructing Table 6 below:

(a) It is assumed that the contribution of domestic production to gross 
capital formation is 60 per cent and that one half of this comprises labour 
costs. In the table the labour cost element has been deflated by the 
average wage index and the residual domestic contribution by a composite 
cost-of-living index in which the "index of Retail Prices in Kampala African 
Markets" and the "Kampala Cost-of-Living Index" are combined in a ratio
of 4:1.

(b) The 40 per cent assumed import content of gross capital formation is
deflated by the price index of imports falling under SITC J , (machinery and
transport equipment).

Domestically produced foodstuffs have a weighting of seventy in the Kampala 
Index of Retail Prices in African Markets, which, with the exception of I96I, 
when, as a result of drought, prices were high, generally declined between 1954 and



(c) The output of Government is deflated by the average wage index.

(d) External exports are deflated'by'the export price index.

(e) Residual prodùctioh, which is destined'for domestic consumption, 
inventory investment, or for interterritorial export, is deflated by the 
composite cost-of-living index mentioned in (a) above.

20. Clearly this method of eliminating price changes isòpen to, criticism and
many alternative methods could be suggested.1 It is felt, however,'that this
method, despite its obvious faults, may serve to indicate the broad” magnitude of 
the changes in real production that have occurred since 195^.

One criticism in particular which might be levelled at the method employed 
ia the fact that the impact of changes in import prices are virtually ignored.
It should however be noted that this weakness is inherent in a methodology using 
production rather than expenditure statistics and that changes in import prices 
will to some extent be reflected in the two cost-of-living indices employèd. 
Moreover, as can be seen from Table 4, the import prices index has not risen during 
the period under review.



CALCULATION OF GROSS DOMESTIC PRODUCT AT 1957 PRICES

225Ì 225T. 1260 1262
£m

. M l

(1 ) Monetary gross domestic product at 
current value 9 2 .7 109 .4 110.8 107.9 128.7

Gross capital formation: •

(2) At current value I8 .6 20.4 19.0 16.5 . 1 9 .4
(3)
(3a)

At 1957 prices
Domestic contribution at 1957 prices 

Contribution of Government

19.4
12.0

20.4
12.2

17.4
10.6

13 .9
8.3

15 .9
9 .2

(M At current value .. . 3.3 5.5 6.5 7.3 7 .1
(5) At 1957 prices 

External exports

3.7 5-5 5.3 4.7 4 .1

(6) At current value 4o.6 45.9 41.6 37.6 51 .5
(7) At 1957 prices

Residual production.
(1) - (3/5 (2) + (4) + (6)

34.1 45.9 55.5 50.1 62 .8

(8) At current value 45.8 51.3 53.1 58 .5
(9) At 1957 prices 3 8 .8 45.8 53.4 54.2 58 .5

(1 0) Monetary gross domestic product
at 1957 prices
(3a) + (5) + (7) + (9) 88.6 109.4 124.8 117 .3 134.6

(11) Non-monetary gross domestic product 
at current value 3 6 .0 37.3 41.3 48.7 4 7 .3

(12) Total gross domestic product with
monetary sector calculated at 1957 
prices 124,6 146.7' I6 6.I 166.O ; I8I .9

Sourcesi Gross domestic product at current value; Table 1. ...
Gross capital formation; Table 2. Exports: .Statistical abstracts.
Cost of Living Indices:- Statistical Abstract 1963- 
Export price Index: Table 4. Import Price Index SITC J:
Statistical Abstract I963 with I963 figure assumed to equal I9 6 2.
Wage Index: Constructed from average emolument for African workers,» which
is derived from figures for total emolument of African workers and 
number of Africans in employment as shown in Statistical Abstract 1963 
and Budget Survey 1964.



21. If the calculations in Table 6 can be accepted as valid, then it would seem 
that, at constant prices, total grass domestic product increased at an annual rate. 
of 4.6 per cent between 1954 and 1963 and gross monetary product at a rate of
4.7 per cent. These rates compare with 3-5 per cent and 3-7 per cent respectively 
if current values are employed (see paragraph 9)•

Capital/output ratio

22. The overall capital/output ratio assumed in the Uganda Development Plan • 
is 3:1. Between 1954 and I963 monetary gross domestic product at current value 
increased by £36 million whilst capital formation at current value in the period 
1954 to 1962 was £173•5 million, giving a ratio of 4.8:1. It is, of course, quite 
probable that the long-term capital/output ratio was, during this period, being 
distorted by a shift in emphasis of investment from productive to non-productive 
projects (however this latter possibility is not supported by the evidence of 
Table 2 in so far as capital formation in a public sector did not rise relative
to that in the private sector). Perhaps the main reason for the high capital/ 
output ratio in the period 1954 to 1963 was the depressing effect of falling 
export prices on the level of domestic demand which may have led to the emergence 
of excess capacities particularly in the manufacturing sector. Using the 
methodology employed in the construction of Table 6, in order to remove the effects 
of both internal and export price movements, it would seem that, whilst, in the 
period 1954 to 1963, gross monetary product rose by £46 million at constant 
(1957) prices, gross capital formation in the period 1954 to 1962, also adjusted 
for price changes, amounted to £167.1 million thus providing a capital/output 
ratio of 3*6:1 which at least approximates to the 3-1 rate assumed in the 
Development Plan. It should be noted however that the 3*6:1 ratio arrived at in 
this way is to some extent fortuitous and calculations based on different time 
periods would provide different ratios.

Savings, currency and banking

23* There is no data available on the volume of domestic savings in Uganda or its 
relationship to monetary gross domestic product. Uganda shares a common currency 
with her East African neighbours. The East African currency is tied to sterling 
and there are important links with the London capital and money market. The East 
African Currency Board is the sole issuer of notes and coins, the currency being 
backed to the extent of about three quarters by sterling assets, and the balance 
being invested in local securities of the East African Governments. The commercial 
banking system is relatively well developed and banking facilities, are offered by 
a number of private banks, all of which are subsidiaries of foreign banks. There 
are two Government savings institutions, the Post Office Savings Bank and the 
Uganda Credit and Savings Bank.

The currency and banking system is described in more detail in Annex III.



THE' IMPACT OF THE PLAN ON PRODUCTION

1. This Annex contains a fairly detailed assessment of the impact of the
Plan in the different producing sectors and for the major individual commodities, 
especially those entering, or likely to enter, into Uganda's foreign trade. The 
Annex also sets out, particularly in relation to the major export commodities, 
certain background material, which, it is considered, might be useful for 
facilitating the understanding of production and internal marketing problems 
confronting Uganda. .

2. In view of its emphasis on production, the assessment which follows will 
not concern itself with the very considerable portion of capital investment, 
particularly by the Central Government, in such fields as health and education, 
the direct impact of which on current, as opposed to future, output is likely 
to be negligible. Moreover, certain of the expenditures proposed in the Plan, 
and particularly the infra-structural investments, whilst likely to have a 
direct and immediate impact on production, cannot be allocated to any individual 
production sector, since, in many cases at least, the benefits from them will 
accrue to two.or more of the sectors. Of the major projects, which can be 
expected to benefit the economy as a whole, the following appear to be the most 
important. In the Plan it is proposed that the Central Government should spend 
£7.2 million on roads. Since the inception of the Plan, a railway line has
been constructed from Soroti to Gulu and a further extension has now reached Pakwach 
on the Albert Nile, Consideration is being given to the construction of a 
bridge across the Nile to carry the railway further into the North West of the 
country, It was anticipated in the Plan that expenditure by East African 
Railways and Harbours, most of which would be made in railway extension work, 
would amount to £3 million. A third important type of infra-structure project 
is that associated with the transmission of electricity to areas of the country 
not yet supplied from the grid. Such expenditure, amounting to £4.5 million, 
is being undertaken by the Uganda Electricity Board. The electricity generated 
by the Board is derived from the Owen Palls Hydro-Electric Station at the point 
where the Nile leaves Lake Victoria. The station has an installed capacity of
120,000 kw, and a further two generators, providing an additional 30 ,000 kw, 
can be installed. Consumption of electricity in Uganda amounts to about 50,000 kw, 
and bulk exports to Kenya in 1963 totalled 40,000 kw, so that the existing 
capacity of the station is not being fully employed, and it is not expected that 
this additional capacity will be needed during the present Plan. Electricity 
consumption in Uganda is increasing at the rate of about 10 per cent per annum 
but this increase is likely to be offset in future by a decline in sales to Kenya.



Agriculture

(a) General

. For the purpose of this'description, agriculture is taken, unless otherwise 
stated, to cover crop production and the crude processing of crops, but excludes 
livestock, forestry, fishing and their ancillary activities which are treated 
separately. .......

h. The agricultural sector dominates the economy of Uganda. If, for the moment, 
livestock, forestry, and fishing are included under this head, 5C per* c-ent of . 
total gross domestic product in I963 was genaratsd'in-the agricultural sector.
In this monetary sector alone, the share is slightly over 50 per-cent."-In- 
1963# 80 per cent of Uganda's total exports1 comprised agricultural products and 
their crude derivatives and as local food production is nearly sufficient for 
Uganda.’s needs, imports of foodstuffs are comparatively small (£3 ,5  million in 
1963). The importance of the agricultural sector is reflected in the 
priorities established for expenditure -in the Plan wherein it is stated that 
11 pride of place is accorded to the commodity-producing sectors of the economy and 
in particular to agriculture". The prime aim of the Government's agricultural 
policy, as embodied in the Plan, can be stated as attempting to render more 
productive the factors of production in rural areas. In order to realize this 
aim it is the policy of the Government, as expressed in the Plan:

M(l) to induce farmers to adopt new methods which will enable them both 
to expand acreages cultivated and increase yields per acre ;

(2) to encourage more rational use of land through proper farm planning
and an integration of crops and livestock;

(3) to improve strains of crops commonly grown, with particular reference
to high yields and pest and disease resistance ; and . ..

(4) to encourage diversification of agricultural crops so as to impart
greater stability to cash incomes and improve nutritive value of the 
diet of /the people."

Further, it is an integral part of the Government's policy for agriculture to 
develop the co-operative movement in the sphere of crop marketing and agricultural 
credit.

5 V. In terms of the Plan, the Central Government and the parastatal institutions 
will invest £12 .1 million in agriculture and the private sector's contribution 
should amount to £5-4- million Total investment under the Plan in the agricul
tural sector would thus total £1 7 .5 million or nearly one fifth of total 
planned expenditure. Planned investment in agriculture by private enterprise is 
not broken down by individual products except that £1.4 million is allocated to 
the processing of coffee and cotton, activities in which co-operatives are



expected to play an increasing role. The figure for private investment does not 
include either non-monetary investment in the subsistance economy nor small-scale.... - 
investment by peasant farmers, so that the private capital expenditure forecast 
in the Plan, apart from that allocated for processing, will in fact be aimed-at ’ 
increasing production of those crops, which, at present, are mainly grown on 
estates, i.e. sugar and tea. Apart from the Coffee Marketing Board which will be 
spending about £250,000 on impròvèd storage facilities for coffee, investment by 
parastatal institutions will be undertaken by associated companies of the Uganda 
Development Corporation. It is expected that Uganda Development Corporation's 
investment in agriculture will amount to £7.4 million of which £200,000 will be 
contributed by private interests in joint ventures. There is no breakdown in the 
Plan of proposed expenditure by the Uganda Development Corporation but it is 
expected that investment by the Corporation will be made in projects involving 
the production of tea, cassava and sugar. The Uganda Development Corporation also 
plans, with the co-operation of the FAC, to invest in a pilot irrigation project. 
Planned Central Government expenditure in the agricultural sector amounts to 
£4.4 million; of this figure some £2.4 million can be broken down into investment 
relating to individual products and the major projects under this heading are 
listed below. About £2 million of planned Central Government expenditure is 
however devoted to projects of a general nature including agricultural colleges, 
extension services, bush clearing, swamp reclamation, 'a pilot irrigation scheme, 
and research. The largest individual project under this general heading is that 
relating to the hire of" tractors by Government to individual farmers.

6. The general expenditure on agriculture detailed in the preceding paragraph 
will of course have an impact on agricultural production. Certain types of 
expenditure, such as that relating to agricultural colleges would have no immediate 
impact but it can be assumed that projects such as bush clearing and tractor hire 
will lead almost immediately to increased production.

(b) Coffee

7, Two commodities, coffee and cotton, hold a dominant position in the 
agricultural sector and indeed in the whole economy. Between them they, comprise 
70 per cent of Uganda's total export earnings and their direct contribution to 
monetary gross domestic product is about 33 per cent. Moreover sales of these two 
crops have, an important bearing on the volume of government tax receipts, the size 
of its financial reserves (in the form of price assistance funds!) and, the level 
of internal demand with its impact on commercial activity and output of other 
sectors of the economy, including manufacture. The heavy dependence of Uganda on 
two export crops, whose prices are liable to marked variations can be regarded as 
undesirable, and, as noted, diversification of the economy is an objective of the 
Plan in which it is stated that "by seeking to diversify the economy, the Govern
ment will strive to eliminate these conditions which have always made the country's 
economy, dependent on the vagaries of international prices for primary products".

See paragraphs 10 and 15 below.



8 . The production of coffee in Uganda is undertaken primarily by peasant 
producers, estate production accounting for only about 6 per cent of the total.' 
Ninety-five per cent of Uganda's coffee is the Robusta variety with small 
quantities of Arabica being grown in the mountain regions in the east and west 
of the country. The increase in coffee production has been dramatic ̂ and coffee 
exports in 1963 were four times greater than in 195^. In 1955, coffee became 
Uganda's major export crop a position which, except in I96I, it has maintained.

9. Robustas produced in Uganda are of a low quality and are employed mainly 
in the manufacture of soluble coffees. The coffee industry recognizes the need 
to improve the standard of exports and the Coffee Marketing Board is undertaking 
research with a view to introducing a grading system more in line with world 
market requirements. Price incentives are being offered to processors to 
encourage production of higher quality coffee. Another problem, which the Uganda 
coffee industry is attempting to overcome, is that associated with "mustiness",
a condition brought about by the relatively high humidity levels prevalent in 
Uganda.

10. Apart from about 12,000 tons of Arabica and wet-processed Robusta coffees, 
which are sold by co-operatives or growers' associations, sale of coffee in 
Uganda is vested in the Coffee Marketing Board. The Government sets a producer 
price for unhulled coffee which is paid by processors to the peasant farmer.
This price is varied, in accordance with changes in export prices. After 
hulling and curing, the Board purchases coffee from the processors who are 
permitted a fixed margin of mark-up. The coffee is then sold by the Board, most 
of it at the Kampala Auction, but some by auction at Mombasa or by direct sales. 
The Board pays export taxes to the Government on coffee exported. Tax is 
levied at the rate of one third of the value of coffee, f.o.r. Mombasa in excess 
of £90 per ton. Any excess of receipts from sales oVer costs which, besides 
the cost of coffee purchased from the processors and export taxes, include 
grading and storage costs, transport from Uganda to Mombasa and certain adminis
trative charges, is credited to the Coffee Price Assistance Fund. Conversely, 
should receipts fall below costs, the Price Assistance Fund is drawn upon to 
make good the difference. The Board,particularly in order to comply with its 
obligations to the Inter-African Coffee Organization, is empowered to, and does, 
declare a reserve price below which it is not prepared to sell.

11. Although, as noted above in paragraph 7, one of the objectives of the Uganda 
Government is to bring about a diversification of the economy so as to reduce its 
reliance on two major export crops, the Plan has allocated certain expenditure 
specifically for coffee. The Central Government will, in terms of the Plan, 
spend about £200,000, mainly on the development of the Arabica coffee industry, 
and the Coffee Marketing Board will invest £250,000 in additional storage 
facilities. It is estimated that the private sector will invest £575,000 in 
coffee processing plant during the Plan period.



12. Production of coffee in Uganda continues to increase, but, in view of its 
membership to the International Coffee Organization, the Government is dis
couraging new plantings, by closing Government seedling nurseries, since 
difficulties are likely to be encountered in selling increasing quantities in 
“non-traditional" markets. However, it is likely that, for some time at least,' 
production will continue to increase as a result of the.maturing of recent 
plantings, and production will probably be 200,000 tons in 1970. In the past, 
coffee production has shown little, if any, sensitivity to changes in producer 
prices. In 1954- the producer price for unhulled coffee was 100 cents per pound 
but fell to 55 cents per pound in 1962. In that time coffee production increased 
from 25,000 to 104,000 tons. This phenomenon can, in the case of coffee, be 
partly explained by the fact that it is a tree crop, and that once a tree is 
established it is usually more economic, even in conditions of declining producer 
prices, to pick than to remove the tree.. However, statistics also show that in 
the period 1954/62, the acreage under Robusta coffee inéreeœd from 262,000 to
561., 000 «̂  The conclusion therefore emerges that, even with the relatively low 
producer prices paid in recent years,the production of coffee in Uganda remains
a profitable form of land use .in relation to alternative crops, including cotton.

(c) Cotton

1 3. Cotton is the se.cohd of the two major commodities which hold such a 
dominant position in the Uganda economy, and whose contribution to the wealth of 
Uganda has already been touched upon in paragraph 7 above. Cotton is exclusively 
produced by peasant farmers on plots of one third to one acre and it is 
estimated that 2 1 /2 million people owe at least part of their livelihood to this 
crop. Whereas coffee production has increased very rapidly in the last ten years 
output of cotton has remained relatively static. In fact the largest cotton crop 
amounting to 417,000 bales (of 400 pounds) was produced in the 1937/58 season* 
Since 1955, except for I96I, coffee has replaced cotton as Uganda's most 
important cash crop.

14. Uganda's cotton is described as being of ''middling plus" quality. Its
staple length varies from !: in. to 1 1/4 ins. with about 70 per cent falling into
the I.I/I6 ins. to 1 1/8 ins. staple range. Seed cotton is graded into "cleaned”
and, "stained" with about 90 per ceht falling into the former category. Two
varieties are grown, BP,52 and 3.47. Staple length of the BP.52 is the higher 
and is used in the production of yarn of counts 6O-7O. Yarn produced from S.47 
is in the 40-50 counts range « Cotton in Uganda is particularly susceptible to 
attacks from insects, particularly lygus and bollworm, and blight is also a • 
problem, At present the average yield per acre is 292 pounds whereas ten years 
ago it was 285 pounds.

^These acreage figures should however be treated with some caution. A 
comprehensive acreage census was’conducted in 1964 but the results are not yet 
available.



1 5. The system of marketing cotton is very similar to that employed for coffee 
as described in paragraph 10 above. In the case of cotton, however, the whole 
crop has to be sold to the Marketing Board. A price to producers for seed cotton 
is declared before ginning commences. Producers' prices vary as between .clean 
and stained cotton and, to a lesser degree, according to varieties. Declared 
prices are paid to producers on delivery to ginneries. The Marketing Board 
purchases from ginneries on the basis of fixed mark-ups modified by. certain 
ginning quality incentives. Cotton lint is then sold, generally by auction at 
Kampala, but with some direct sales being effected, particularly with State- 
trading countries. Should the Board's costs exceed its receipts from sales of 
lint and seed (see the following paragraph), the Cotton Price Assistance Fund is 
drawn upon to meet the deficit. Conversely if the Board's dealings show a surplus 
this is credited to the Price Assistance Fund,

16. The Marketing Board purchases cotton seed from the ginners at an agreed price 
and this is sold at auctions. In recent years all cotton seed has in fact been 
purçhàsed by expressers in Uganda who produce cooking oil, for sale in Uganda and 
its East African neighbours, and cake, which is mainly exported to the United 
Kingdom as animal feed. The price received by the Marketing Board for seed is in 
fact considerably in excess of its purchasing price from the ginneries. Thus the 
surplus from the sale of cotton seed has covered part, at least, of losses that 
have arisen in past years from dealings in lint alone.

IT. Slightly less than 10 per cent of Uganda's cotton production is consumed 
locally. The existing vertical textile factory, owned by the Uganda Development 
Corporation, absorbs about 35,000 bales of S.47 cotton per annum. As a result 
of extensions currently being undertaken this off-take is likely to rise to about
40.000 bales. Moreover, a new vertical textile factory, presently being con
structed, is likely to require 25,000 bales when in production.- Thus, in future 
years, domestic consumption of lint will probably amount to between 60 ,000 and
65.000 bales.

l8. It was noted, in the case of coffee, that there appeared to be little, or no, 
relationship between the volume of production and producer prices. It is difficult 
to determine the existence of any such relationship in the case of cotton. The 
volume of production is, to a very large extent, affected by climatic conditions, 
particularly rainfall, and, in fact, production has, apart from years of unusually 
bad climatic conditions, remained comparatively static. Producer .prices for cotton 
have not varied to anything like the same extent as those for coffee. In the 
nine-year period, 1954 to 1963, the minimum price per pound for clean BP.52 seed 
cotton was 47 cents (in 1958/59) and the maximum 6l cents-1- (in 1954/55) • During 
these years acreages remained fairly constant. In the eight years, 1955 to I962., 
changes in price and acreage were in the same direction in five years, and in a dif
ferent direction in three years. It would therefore be difficult to deduce any direc

These are 100 cents to the East African shilling which is one twentieth of 
a pound sterling.



relationship between price and acreage. Moreover, it is known that during this 
period considerable acreages, previously under cotton, were transferred to coffee; 
this loss being offset by increases in cotton acreages in other parts of the country 
As noted above, however, the transfer of land from cotton to coffee is, in future, 
likely to be severely limited by the restrictions placed by the Government on new 
coffee plantings (see paragraph 12). Apart from i960, the Cotton Marketing Board 
was in deficit for the whole of the period, 1958 to 1964 reflecting the fact that, 
taking into account the export duty, producer prices for cotton were too high in 
relation to export prices. It is probable that producer prices will, in future 
years, be lower than those prevailing in the immediate- past.

1 9. Although mention has already been made of the desire of the Government, 
expressed in the Plan, to diversify the Uganda economy, one of the largest indi
vidual schemes in the Central Government sector of the Plan, relates to the sub
sidization of pesticides, a project aimed at increasing cotton yields. The Plan 
proposes that investment under this project, including the cost of insecticide • 
spray and pumps, will be £1.6 million, the cost being met largely from the Cotton 
Price Assistance Fund. In I962 a 100 per cent subsidy of insecticides was granted 
but after a short trial period was reduced to 50 per cent. In addition, the 
farmer receives spray pumps at half their cost. It is hoped that, as the effecti
veness of spraying in increasing cotton yields is demonstrated to the farmer by his 
own experience, the subsidy can be gradually eliminated. It is anticipated that 
the correct utilization of pesticide will increase cotton yields, at present about 
300 pounds per acre, by between 50 and 70 per cent. Experiments are also being 
conducted on improved strains of hybrid cotton which may also give rise to improved 
yields in future years.

20. The Uganda Government’s target for cotton production is 500,000 bales, it 
being considered that this target will be achieved mainly from increased yields 
induced by measures' outlined in the previous paragraph, rather than .by any increase 
in cotton acreage. .

(d) Tea

21. Tea is now the fourth largest of Uganda's exports and prospects for future 
increases in production appear to be good. Tea is still basically an estate crop 
but thère is growing output from "outgrowers", peasant producers in the neigh
bourhood of the estates receiving technical assistance from the estates and selling 
their leaf to estate factories. Production of tea has risen rapidly, increasing 
from 10 million pounds in-i960 to 14 million pounds in I963. It is the aim of the 
Uganda Government to achieve a crop of 21 million pounds in I9 65. There is no 
Marketing Board system for tea of the type operating in respect to coffee and 
cotton.^' Most of Uganda's tea is marketed on the Nairobi Auction, with smaller 
quantities being auctioned in London. The Plan provides for expenditure

There is however a Tea Board charged with promoting the interests of the 
industry.



of £6 7,000 by the Uganda Government in the promotion of tea production. Most 
of.this money is allocated to a research station which is operating with the 
help of the Kenya Tea Research Institute. The Uganda Development Corporation, 
through a subsidiary, is developing "outgrower" schemes and private money is 
being invested in the existing estates with a view to increasing production. 
Production of soluble tea has commenced on an experimental basis, but it'is 
still too early to assess the commercial viability of this venture.

(e) Cane sugar

22. Cane sugar is produced and milled on two large estates. There is no sugar 
refinery in Uganda. Experiments are currently being conducted on the feasibility 
of introducing "outgrower" schemes similar to those operating in the production 
of tea. Production of sugar in Uganda has been growing rapidly ; in 1954
41.000 tons were produced and in 1959 8 2,000 tons ; in 1963 production reached
122.000 tons of which 45,000 tons were exported, mostly to Kenya.

(f) Tobacco

23. Tobacco is produced by peasant farmers and both the flue and fire methods of 
curing are employed. In I963 production of flue-cured leaf reached 700 tons 
and fire-cured leaf 1,,400 tons. All tobacco produced is purchased at fixed 
prices, by the three .associated tobacco companies operating in East Africa.
These companies are protected by tariffs on manufactured products. Production 
of leaf in Uganda.is in excess of the requirements of the local factory and 
Uganda exports unmanufactured tobacco to Kenya and Tanganyika. There is a 
fairly considerable interterritorial trade in manufactured products as the 
individual factories produce different types of qualities of tobacco and ciga
rettes. In the Plan it is proposed that £70,000 should be spent by the Central 
Government on a research project on the growing, curing and marketing of dark- 
fired tobacco of which in 1964, 1 million lbs. were exported outside East 
Africa.

(g) Groundnuts

24. The groundnut is a common item of food in Uganda, and much of the crop is 
consumed in the subsistence economy. It is however, a fairly important cash crop. 
About one fifth of marketed production is sold to local expressers, and.there
are exports, which in 1963 amounted to 3 ,5 0 0 tons, of expresser and confectionery 
nuts. It is felt that, with improved grading techniques, it should be possible 
for Uganda to export nuts for the edible trade, and there is provision in the Plan 
for expenditure of £16 ,000 to cover the cost of such grading experiments.



(h) Other crops
h . 1

25^  The cultivation of cocoa in Uganda commenced in the early years of this 
centtry. However, commercial production of cocoa ceased in the 1920'-*e. Agri
culturalists feel that there are prospects for Uganda's becoming once.again a 
small producer of cocoa and experiments are being conducted with new varieties 
which, it is hoped, will prove ecologically suited to Uganda. At present
1,000 acres are planted and it is intendéd to raise this figure to 3 ,5 0 0 by
1969. Ultimately Uganda may produce 20,000 tons of cocoa beans.

26. There are a number of other minor crops, for which trade prospects appear 
to be good. Included in this list are chillies, papain (a latex extracted from 
the unripe pawpaw fruit) and vanilla* Investigations are being conducted into 
increasing production of sisal, exports of which, in I9 6 3, amounted to £45,000„

27. Uganda is virtually self-sufficient in food and the only significant imports 
of foodstuffs of vegetable origin are wheaten flour and rice. The main domesti
cally consumed food crops of Uganda are plantains, finger millet, sorghum, 
cassava, sweet potatoes, beans, peas and maize. Uganda should be able to con
tinue to produce the bulk of her food requirements, and also to increase exports 
of certain of these foodstuffs.

Livestock

28. In 1963, the estimated livestock population of Uganda was 3-5 million 
cattle, 2 million goats and 900,000 sheep and it is calculated that in I963 
output in the livestock industry was worth £9*2 million. For the purpose of 
assessing the impact of the present Plan on livestock production, attention can 
be restricted to cattle as there is no specific provision for expenditure on 
other livestock. It is stated in the Plan that "the Government believes that 
the development of the livestock industry constitutes one of the major possibili
ties of expanding the economy", It is pointed out that the demand for meat and 
dairy products, both in the domestic and export markets, is growing. .In terms of 
the Plan, the Central Government will, therefore, invest £2.4 million in expand
ing and improving meat and dairy production. This amount is considerable when 
related to the output of the sector, and the ratio of expenditure to present 
production is higher than that for any productive sector, other than manufacturing,

29. Cattle rearing in Uganda is beset by a number of problems. In the first 
place, the country is subject to various diseases which have either a fatal or 
debilitating effect on cattle, Nearly one third of the area of the country 
remains uncleared of tsetse fly, the cause of trypanosomiasis (sleeping sickness). 
Other major diseases affecting cattle are rinderpest, and foot-and-mouth disease» 
One of the most effectivé meahs of improving meat, and milk yield lies in combating 
and containing such diseases and a large proportion of the planned expenditure
is devoted to disease control. In particular, work will continue in the clearing 
of land of the tsetse fly, and the construction of cattle dips to eradicate tick 
borne diseases.

3 0. A second problem is that of marketing. It is difficult to move cattle from 
certain of the more remote areas of the country to the centres of consumption 
and a portion of Central Government expenditure is, therefore, being devoted to 
the construction of stock routes with suitable amenities enabling cattle to pass



easily from the main grazing areas to rail heads. A further difficulty related 
to marketing is the fact that certain of the nomadic tribes are reluctant to 
sell cattle for slaughter as they regard livestock as a store of wealth and a 
status indicator. It is hoped that by demonstrating the profitability of market
ing cattle for slaughter it will be possible to overcome such traditional atti
tudes.

31* Indigenous cattle in Uganda are both slow-growing and have low milk yields.
It is estimated that the average cow yields .only 100 gallons per lactation and 
it takes five years for a beast to grow to slaughter weight. In part, of pourse, 
these unsatisfactory meat and milk yields are attributable to the prevalence of 
disease. However, it is thought that meat and milk output can be improved by. 
the introduction of exotic breeds for inter-breeding with indigenous cattle and 
from improved methods of feeding of cattle. The Central Government is therefore 
conducting research into the possibilities of cross-breeding, and into more 
satisfactory techniques of animal husbandry.

32. An FAO mission visited all three East African countries in the middle of 
1964 with a view to advising governments on measures to be adopted to improve 
the cattle industry. It can be expected that the adoption of recommendations 
by the mission, and the implementation of the existing programme,. will increase 
milk and meat production. Greater off-take of cattle will also provide more hides 
for export. At the moment, Uganda is importing beef, milk and butter,mainly 
from Kenya, and it is probable that during the present Plan period most of the 
hoped for increases in production will be used to meet the expected rise in 
consumption, and possibly to replace present imports. However a meat canning 
factory is being erected and provided that meat is available in sufficient 
quantities it may be in a position to export as well as to replace imports in 
the domestic market.

Fisheries

33 « A large proportion of the surface area of Uganda is covered by water, and 
many of the lakes and.rivers are rich in fish. During the 1950's the production 
of fish rose from 10,000 tons to 60 ,000 tons per annum and the fishing industry 
was the fastest growing in the economy. In terms of the Plan, the Central 
Government will spend £114,000 on the fishing industry. The bulk of this money 
is to be devoted to a fisheries training school, and the subsidization of fishing 
equipment. It should be noted, however, that apart from this direct allocation 
for fishing, the industry will benefit from the construction of feeder roads, 
linking lake shores with existing main roads and thus facilitating fish marketing. 
Fish is being frozen in an existing plant and two further processing plants are 
being considered.

34. Production of fish continues to grow. In I963, 68,500 tons valued at 
£2.7 million were landed. It is expected that per caput consumption in Uganda 
which at present is l8 lbs., per annum, will continue to rise, particularly as 
persons hitherto unwilling to eat fish accept it as a regular item of their 
diet.



Forestry

35« In 1963/64-, lumber production was estimated at 1.4 million cu. ft. of round- 
wood and valued at £6 70,0 0 0, and 5.7 million sq. ft. of plywood valued at 
£133}000. The primary aims of the Government's policy in.relation to forestry are: 
to maintain the area under forest at a level sufficient to ensure climatic con
ditions suitable for agriculture ; to preserve water supplies ; to provide sufficient 
timber ; and to maintain soil stability in areas liable to erosion. At present, 
the Government is undertaking afforestation projects aimed at providing "sufficient 
forest produce for Uganda's predicted timber requirements in the years 2000 to 
2040". The Plan proposes Government expenditure in forestry of £500,000.

3 6. At present Uganda is largely self-sufficient in timber, with neither imports 
nor exports reaching significant dimensions. Certain hard-woods, in particular, 
mahogany, are exported to Kenya, and some imports of soft-woods are made. However, 
the bulk of Uganda's round-wood requirements, used for construction and fuel, are 
supplied from trees growing outside the forest reserves, and it is thought that 
this source of timber will be virtually exhausted in a number of years. In this 
connexion, it is noteworthy that the FA0 has predicted that timber consumption in 
Uganda will- grow faster than supply, but it is likely that, in the period up to-
1970, the present position of virtual self-sufficiency will be maintained. The 
processing of timber has given rise to a fairly important saw-milling industry.

Mining .

37. There are a number of known mineral deposits in Uganda and small quantities 
of tin, beryl, gold and wolfram are exported. However, the only mineral export of 
any importance is copper. Copper mining commenced in Uganda in 1956 and in
1963 exports of blister copper reached 16 ,000 tons valued at £3.6 million.
Copper is the third largest of Uganda's exports. The copper, mine is owned jointly 
by a Canadian enterprise (70 per cent), the Commonwealth Development Corporation 
(20 per cent) and the Uganda Development Corporation (10 per cent). The smelting 
of copper takes place in Jinja using electricity from the nearby Owen Falls Hydro- 
Electric Station, Apart from copper, the Kilembe Mine produces cobalt, but, with 
the low world price for this metalproduction is being stockpiled at present. 
Production of copper is likely to be maintained at its present level during the 
I960 * s but its future thereafter is problematical es .known reserves are being 
exhausted.

3 8. A significant new development in the mining sector is the construction of a 
factory to manufacture superphosphates from local phosphatic ore. It is thought 
that the ore body contains 400,000 tons. The superphosphate plant is owned by a 
subsidiary of the Uganda Development Corporation and it came into production, at
the end of 1962. Production is currently 25,000 tons of superphosphates per annum,.. 
most of which would be exported to Kenya. It is planned to increase superphosphate 
production tq about 35,000 tons.



3 9 . The Plan calls for expenditure of £115,000 by the Central Government in the 
mining sector. A geographical survey of Uganda was carried out by the United 
Nations Special Fund and the envisaged expenditure is for follow-up work 
associated with this survey. The Uganda Development Corporation, in association 
with its partners in the Kilembe Copper Mine, plans to spend £170,000 on mineral 
prospecting of which £75 ,000 will be contributed by the outside interests.
Attempts at assessing future mineral production are, of course, extremely 
hazardous as much depends on new finds and whether prices are sufficiently high 
for continued extraction from existing mines. It would seem unlikely however,

• that any significant change in mineral production will occur during the 1960's.

Game and tourism

40. It would be beyond the objectives of this particular study to enter into 
any detailed assessment of the potentialities of tourism. Suffice it to note 
that Uganda has many and varied tourist attractions including three National Parks 
where a large number of wild animals roam in their natural state. Prospects
for tourism appear to be good. Uganda has an international airport at Entebbe 
with direct connexions with Europe and is easily accessible from other East 
African centres. The Central Government plans to spend £300,000 on tourism, most 
of which will be devoted to the development of a new National Park in the north 
east of the country. Hie Uganda Development Corporation, which has already 
erected a number of hotels catering for tourists, will continue to establish 
tourist hotels as the need arises. There is no forecast in the Plan of the 
likely growth of the tourist industry but it would seem that Uganda would have 
little difficulty in attracting more tourists with perhaps three times the 
present number visiting Uganda in 1970."*"

Manuf ac turing

41. Production of manufactures has been rising slowly but steadily. In 1954 
the contribution of manufacturing to gross domestic product was £5 -3 million, 
whilst it is estimated that in I963 this sector contributed £6 .9 million. It 
is, however, noteworthy that the proportion of monetary gross domestic product 
originating in the manufacturing sector has actually declined from 5-7 per cent 
in 1954 to 5*4 per cent in 1963 .̂  Comprehensive production statistics are not 
available, so it is not possible to provide any breakdown of the above figures 
by industrial category.-^

^This implies a growth in the number of tourists of 15 per cent per annum, 
a target postulated for Kenya in the Kenya Development Plan.

2
However, I963 may be regarded as an exceptional year in that, as a result 

of improved coffee prices, a large increase over 1962 monetary gross domestic 
product was recorded. In 1962 the percentage contribution of manufacturing 
(5.7 per cent) was the same as in 1954.

3
A survey aimed at providing such statistics was carried out in the 

second half of 1964.



42. A characteristic of the manufacturing sector in Uganda is the dominant role 
played by the Uganda Development Corporation. The Corporation was established in 
1952 with the object of entering into fields of production into which private 
enterprise was unwilling to venture. The Uganda Government is the sole shareholder 
in the Corporation, and to date issued capital amounts to £7.4 million. The 
Government appoints the Corporation's directors, but the latter enjoy a great deal 
of autonomy in the everyday running of the Corporation. Under the terms of its 
establishment, the Corporation is enjoined to employ only commercial criteria in 
selecting fields for investment. In certain cases, however, the Corporation has 
acted in the broad interests of the economy as a whole, and has made losses on 
certain of its investments, particularly in the initial stages of production. 
However, in every year since its inception the Uganda Development Corporation has 
shown an overall profit which it has ploughed back into new investment. Apart 
from ventures in which it, or its subsidiaries, are the sole owners, the Uganda 
Development Corporation is empowered to participate in joint enterprise with 
private interests. The terms of such participation are flexible and cover equity 
holding, loans, provision of buildings, etc. The growth of the Uganda Development 
Corporation has been rapid and it now embraces over thirty subsidiary companies, 
and is associated in joint ventures with private enterprise in thirteen companies. 
Its turnover in 1962 was £10 million, and its earnings in that year amounted to
10 per cent of issued capital. It pays taxes to the Government in the same manner 
as a normal private concern. It will have been noted that the activities of the 
Uganda Development Corporation extend into a wide range of fields, including 
agriculture, in which its subsidiaries are particularly active in tea production 
§.nd cattle ranching; mining, where it is associated with the extracting and 
smelting of copper and the manufacture of superphosphates ; in tourism, as an 
owner of hotels ; banking; and property. It is however, in the manufacturing 
sector that the Uganda Development Corporation makes its most important con- . 
tribution to the economic development of Uganda. Already it is involved in the 
manufacture of textiles, cement, steel and enamelwäre. The Uganda Development 
Corporation will probably, as in the past, provide considerable stimulus to the 
growth of new industries. The activities of the Croperation, under its energetic 
management, ensure that opportunities in industry are not missed because of lack 
of finance or.entrepreneurial skill.

43. As might be expected, much of the industrial activity in Uganda is related to 
the processing of agricultural products. The existence of cotton ginneries, coffee 
factories, sugar mills, oil ëxpressers and saw-mills has already been mentioned.1 
The smelting of copper and the manufacture of superphosphates, can also be regarded 
as falling within the industrial sector. Another industrial group is that 
associated with construction, producing such items as cement, bricks, tiles and 
asbestos cement. Uganda has sufficient capacity to produce all her domestic 
requirements of cement, and to export sizeable quantities. The metal using 
industries have been growing fairly fast. Steel reinforcing rods and bars, angles 
and flats, are now manufactured from scrap iron and steel, and enamelware, hollow- 
ware, metal furniture and nails are also produced. A new factory has been 
established to produce agricultural hoes, and it is thought that it will meet most 
of Uganda'.s requirements. As a result of the growth of the fishing industry,
Uganda now manufactures fishing nets from imported nylon yarn. In the strictly 
consumer goods range, beer, soft drinks, cigarettes, soap, cosmetics, biscuits, 
shirts and textiles, are being turned out for the local and East African markets.



44. There is no shortage of unskilled labour in Uganda but, because of a high 
rate of labour turnover resulting from the present migratory system) whereby men 
return to their agricultural holdings after relatively short periods of paid 
employment, expertise in particular manufacturing techniques is not being acquired. 
However a more stable urban population, depending on wages as the only or chief 
means of livelihood,is being created and this will enable the acquisition of skills 
by operatives. As has already been noted, Uganda is self-sufficient in food, and 
the agricultural sector could feed larger urban populations. There is ample 
electricity available, at least in the major centres. It should be pointed out 
that the prices the Uganda Electricity Board is able to offer industrialists are 
not particularly attractive, since the offer of incentive bulk rates is, for 
practical purposes, ruled out by the terms and conditions of the loans raised by 
the Uganda Electricity Board. The domestic demand for consumer goods is rising 
with the growth of purchasing power, particularly among peasant farmers. As regards 
fiscal incentives for investment in manufacture it should be noted that equipment 
can be depreciated, for tax purposes, at the rate of 110 per cent in seven to 
eight years. Where necessary and desirable industrialists are accorded protective 
rates of duty and drawbacks and Rebates on imported raw materials. There is also
a system of industrial licensing on an East African basis. Uganda is a member of 
the East African Customs Union and the industrialist establishing himself there 
enjoys free access to a market of 25 million persons. The Uganda Parliament has 
recently enacted a "Foreign Investment (Protection) Act" which repeats provisions 
in the Uganda constitution to the effect that no compulsory acquisition of private 
property or enterprise may be made without prompt payment of adequate compensation. 
In addition, the Minister of Finance of Uganda has stated that his Government 
stands ready to sign bilateral investment guarantee agreements with any government 
wishing to do so. It is thought that these undertakings will do much to dispel 
doubts which may have been entertained by private investors on the adequacy of 
safeguards for free enterprise in Uganda. As already noted, the Uganda Development 
Corporation is prepared to participate in joint ventures with private investors 
and, with the Commonwealth Development Corporation and the Wèst German Government, 
has recently contributed to the establishment of the Uganda Development Finance 
Corporation which will promote ventures in collaboration with private interests and 
which has an initial capital of £!■§ million.

45. It is estimated that, in the two-year period since independence in October 
1962, investment in industry amounted to £2.2 million. Prospects for further 
investment in industry are promising. At the moment plant of a value of
£4.7 million is under construction and industrial construction valued at 
£2.4 million is about to commence. Further projects costing about £5-5 million 
are currently under detailed examination. Included under this last head are leather 
tanning, the production of nitrogenous fertilizer and the manufacture of paper from 
bagasse. Manufacture has recently commenced of footwear, blankets, cassava starch, 
bicycle tyres and tubes and paper bags and sacks (from imported paper). In the 

textiles sector, the existing factory is expanding output by about 25 per cent, and 
a completely new vertical factory, spinning finer yarn counts, and weaving better 
quality fabrics, will go into production shortly. Production of matches, galvanized 
iron sheets, potable alcohol, canned meat and bicycle frames and forks-*- will 
commence shortly.

"''Items which Uganda has, under the Kampala Agreement, the exclusive right of 
manufacture within East Africa (see Annex III).



46. Although, from the foregoing, it seems probable that the expansion of the 
manufacturing sector will continue, the contribution of the sector to monetary 
gross domestic product by I966, the end of the Plan period, whilst being greater 
in absolute terms, will probably not have significantly greater relative 
importance. In the longer term, manufacturing may emerge as the fastest growing 
sector and as the main impetus towards the necessary diversification of the 
Uganda economy. However, this'will depend on a number of factors, not the least 
important of which is the evolution of trade relation within' the East African 
Customs Union, and the effects on local spending power of changes in prices of 
major exports.



. EAST AFRICAN TRADE AND ECONOMIC RELATIONSHIPS .

A. The customs union

1. Goods both produced in, or imported into, any one of the three- East African"*" 
countries can, with limited exceptions, pass freely into the territory of the 
others. The three countries also maintain, again with limited .exceptions, a 
single column common external tariff and thus constitute a customs union. The 
existing arrangements date from the 192O's when the Governments of the three 
East African countries agreed to the free flow of goods between the three 
countries, and to co-operate in the maintenance of the.same rates of duties in 
their tariffs against third countries. In practice tariff divergencies have 
been very few, not only as regards customs duties, but also in connexion with 
excise duties, suspensions of duty and rebates.

2. The broad uniformity that has been achieved in the setting"of the rates for 
customs and excise duties can be attributed to the consultative machinery which 
has been established for this purpose by the East African Governments. Before 
each of the individual Government budgets, which are published on the same day, 
the three Ministers of Finance meet to discuss, and agree on, the means by which 
revenue should be raised in the forthcoming fiscal year. As a result of this 
mechanism, changes in revenue duties, both customs and excise, and income tax 
rates, have generally been uniform. The setting of protective rates of duty and 
the granting of duty suspensions and rebates is the subject of consultation 
within.the East African Tariff Protection Committee. Once the Governments have 
accepted the Committee's recommendations, they are put into effect by means of 
three separate tariff ordinances.

3. Co-operation between the three Governments extends also into the field of 
industrial licensing. An Industrial Council has been established which determines 
those products which should be made subject to.•industrial licensing, and these 
are then termed "scheduled products" and are incorporated as such in the licensing 
ordinances of the three Governments. The Council then, on the rècèipt òf appli
cations, allocates, under certain conditions, quantitative production quotas for 
individual firms.

The term "East Africa" excludes, in,the context of the customs union, the 
Zanzibar portion of the United Republic of Tanzania which had not, at time of 
writing, entered the union..



4. Each of the three Governments has, in recent years, been active in negotiating 
and signing Trade Agreements. Such negotiations have been carried out by each 
country individuallyAs a result, the Trade Agreements of each of the three 
countries differ from one another in form and it is conceivable that in future
the substance of such agreements may vary and thus run counter to the common .
interest of the East African countries in maintaining the customs union. The 
three Governments may wish to give consideration to the negotiation of Trade 
Agreements jointly. This would not only ensure uniformity in the legislation 
of the three countries but would strengthen their bargaining position, vis-à-vis 
the third countries concerned.

5.' Although it may be assumed that East Africa as a whole has benefited from
the existence of the customs union, the opinion has been voiced, particularly in
Tanganyika and Uganda, that the gains from the union have been unevenly spread.
The nature of these complaints can conveniently be treated under two heads, viz: 
manufacturing and agriculture.

(a) Manuf ac turing

6. In theory a country forming part of a customs union gains from such union
to the extent that it is able to attract industrial units whose production economies 
of scale are such as to require markets greater than that of an individual territory. 
There exists, of course, the possibility that industrial units, which require the 
union rather than individual country as a market, will be concentrated in one 
country at the expense of the others. Such a development cannot be described as 
a loss, arising from the existence of the union, for those countries failing to 
attract such industrial units, since, in the absence of union, they could not, 
ex hypothesi, have supported such units as their domestic markets would have been 
inadequate.y It does mean however that the gains from union would be unevenly 
spread. In the case of East Africa there are important revenue implications of 
such an uneven distribution of gains from union. The three countries rely heavily 
for recurrent government revenue on customs duty receipts. To the extent that 
they purchase from one another rather than import over the common external tariff 
they are foregoing r e v e n u e .^ For the country, in which the industrial units are

It should be noted in this connexion, however, that the preliminary 
discussions with the Commission of the European Economic Community on the subject 
of the possible association of the three East African countries with the EEC, are 
being conducted jointly by the three Governments.

2
A "loss" may nevertheless be experienced to the extent that higher consumer 

prices result from the importation, from other countries in the union, of products 
benefiting from considerable tariff or other protection.

3
In theory this loss of customs revenue could be compensated by the imposition 

of excise duties equal to the customs duties. In practice however East African 
industrial units have required protection from external imports with the result 
that excise duties are applied only on beer, cigarettes, tobacco and sugar.



established, this loss of customs duty can be offset, to a greater or lesser extent, 
by a larger yield from company taxes and by the broadening of the tax base 
generally. There is no such automatic compensation for the other countries. Were, 
in East Africa's case, all three.countries equally successful in attracting new 
industrial units,the revenue problem arising from the loss of customs duties might 
exist but at least all three would be benefiting from compensatory revenue.
However, in practice, it is Kenya which has received the bulk of new industrial 
development in East Africa in recent years and consequently the other two countries 
have been faced with a growing revenue problem. ; For this reason, and following 
the report of a Commission of Enquiry , a formula was adopted in I962 whereby 
certain of the revenues accruing to. Kenya are transferred to the United Republic 
of Tanzania and Uganda. (See C below.)

7. The table below indicates the evolution of interterritorial trade, both in 
total and in .manufactures. A number of points emerge from the tablé. Kenya's 
interterritorial exports, both total and of manufactures have grown, in absolute 
terms, by more than those of the other two countries and manufactures are contri
buting more,1 to Kenya's exports than they do to those of Tanganyika and Uganda. 
However, it should also be noted that the share of Kenya in total interterritorial 
exports of manufactures has been declining, and those of Uganda and Tanganyika 
have increased, since 1959*

"'‘Economie and Fiscal Commission known as the Raisman Commission.
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1959 12.29 61 .1 4.41 35.9 8 2 .3 2 .58 12.8 0.17 6.4 3«1 5.23 26 .1 O .78 14.9 14.6

i960 13 .77 60 .4 5.23 3 8 .0 79.3 2 .32 10.2 0,21 9.1 3.1 6.69 29.4 I.I6 17.4 1 7 .6

1961 15 .95 63.7 5.95 37.3 77.0 2.23 8.9 0 ,2 3 10.1 2.9 ' 6.85 27.5 1.55 22.7 20,1

1962 17 .32 64.7 6 .9 8 40.5 73-6 2.39 8.9 0.49 20.3 5.2 7 .O6 26.4 2.01 28.5 21.2

1963 19.79 6 2 .9 9 .OI 45.5 72.3 3.42 10.9 1.10 3 2 .2 8.8 8.24 2 6 .2 2.37 28 .7 18.9

1Products falling within SITO sections 6,7, and 8. 

Source: Calculated from Annual Trade Reports.
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8. The Table does not reveal, and it would be beyond the purpose of this 
analysis to attempt to ascertain, the extent to which Kenya's exports of manu
factures comprise products, which if they were not supplied duty-free from Kenya, 
could be produced economically in Tanganyika or Uganda. In both these latter 
countries it is argued that not only is Kenya obtaining a disproportionate share 
of the "East African industries" (i.e. those for which a single country market
is inadequate) but is supplying products which, in the absence of the customs 
union, could be produced locally in Tanganyika and Uganda,-

9. There are of course no prima facie grounds for assuming that the pattern of 
interterritorial distribution of industrial units of the recent past will be 
reproduced in the years ahead. However the free play of market forces might, for 
a number of reasons, lead to the continuance of Kenya's predomtognc© in the manu
facturing sector. In the first place Kenya already has the largest domestic 
market and is in a good position both from the point of view of geography and 
transport facilities to supply both Uganda and Tanganyika. Moreover Mombasa as
a port, and the Nairobi region, within a relatively short distance from the oaast 
have a cost advantage over Uganda which is over eight hundred miles from the 
coast, in respect of both those industries requiring substantial quantities of 
imported raw materials and those which might export part of their product outside 
East Africa. Furthermore, because Kenya is already relatively more industrialized, 
it can be assumed that there are certain external economies operating for new 
plants establishing themselves in the existing industrial centres of Kenya. The 
three East African Governments have recognized the need to ensure a more equitable 
distribution of manufacturing activity as between the three countries and in 
the so-called Kampala Trade Agreement have adopted measures aimed at bringing this 
about. The Agreement which was revised in January 1965, has not be^n published in 
its revised form but its main provisions and actions ensuing are listed below. It 
will be noted that the Agreement aims at a more even distribution of future develop
ment in the manufacturing sector in respect of both "East African" industries and 
industries for which the individual territorial markets are sufficient:

(a) A direct approach has been made to certain firms operating in all three 
East African countries to request them to relate their output to the 
requirements of the local market in countries which are in overall 
deficit in their trade with an East African neighbour. Products 
affected are cigarettes, shoes, beer and cement.

(b) Certain industries have been scheduled under the Industrial Licensing 
Acts and allocated to particular countries on an exclusive basis1:

The Agreement contains an initial allocation as follows : Kenya: electric 
light bulbs,; Tanganyika: aluminium sheets, circles and foils, radio (manu
facture and assembly), and motor vehicle tyres and tubes; and Uganda: bicycles
and nitrogenous fertilizer.



(c) A quota and suspended quota system has been introduced to limit inter
territorial trade in certain commodities where a deficit country has 
excess capacity or wishes to develop productive capacity.

(d) Deficit countries are to increase their sales to countries in surplus 
and the latter are to increase their imports from the former as quickly 
as possible, and

(e) The future allocation of industry amongst the three countries is to be 
referred to a committee of industrial experts which is to be established 
shortly.

(b) Agriculture

10. There is some degree of co-operation between the three East African Governments 
in agricultural matters. In particular Kenya presently provides, by means of import 
control, a guaranteed outlet for Uganda sugar. Conversely the Uganda market is 
reserved for Kenya wheat, butter and bacon. However, for a number of foodstuffs, 
interterritorial trade is either restricted or prevented by the maintenance of 
controls on interterritorial movements of produce. The following controls are 
maintained by the three countries"*":

Kenya Tanganyika Uganda

Maize and maize meal Bovine cattle Groundnuts
Millet and millet meal Beef Edible oils and fats
Certain beans Maize and maize meal

11. Although few in number, these restrictions cover items which are consumed in 
large quantities and in respect of which interterritorial trade, presently marginal, 
if existing, might develop on a considerable scale on the basis of comparative 
costs. It is for example noteworthy that, during the 19^0's, Uganda supplied 
considerable quantities of maize to.Kenya whereas at present such exports are 
negligible.

12. It is the policy of all three Governments. to achieve self-sufficiency in 
selected basic foodstuffs without the creation .of significant exportable surpluses. 
This policy is explicable by the fact that, in the past, transport facilities have 
often been insufficient to ensure an adequate supply of food to an area suddenly

Compiled from a memorandum prepared by N. Ramm-Ericson of EACSO in 
December I9 6 3.

2
For example it is stated in the Kenya Development Plan, page 45, that "Control 

over imports of agricultural products will be more rigorously enforced so that 
Kenya becomes as far as possible, self-sufficient, in those products which it can 
produce". All three countries maintain export controls on basic foodstuffs. These
c::purt controls are applied in many eases to itOBS not subject to import control.



faced with famine by reason of crop failure and. the maintenance of adequate stocks 
by the present procedure was deemed necessary. However, with the improvement in 
communications, there may be possibilities for more specialization in food productlor 
(although, it is appreciated that rotation needs may limit the extent of this 
specialization). Specialization would increase productivity and, through trade, 
enlarge the monetary economy as peasant farmers sell their produce rather than 
consume it themselves. As noted above, the East African Governments have taken 
far-reaching steps in ensuring a better distribution of the gains from the customs 
union in the manufacturing sector and they may wish to examine jointly whether 
there exists the possibility of increasing interterritorial trade in basic food
stuffs such as maize, millet, meat, beans and edible oils. Such an examination 
might be made within the framework of the Kampala Trade Agreement and in particular 
in the context,of point (d) in paragraph 9 above.

B. Currency arrangements

1 3. The East African shilling circulates throughout the whole of the mainland 
area of East Africa, Zanzibar and Aden. Although the shilling-*- is the legal unit 
of ac.-ount in East Africa it will have been noted that for statistical purposes 
values are usually expressed in £s., of twenty shillings. The East African 
currency is regulated by the East African Currency Board which issues East African 
currency automatically against.sterling. East African money is freely convertible 
into sterling at par. The bulk of the currency backing comprises sterling assets 
and these constitute the exchange reserves of the East African countries.

14. In 1957 > the Board was authorized to depart from the 100 per cent sterling 
backing for the currency and to hold a portion of its assets in the form of bonds 
and treasury bills issued by the three'individual East African Governments. This 
fiduciary facility, now restricted to £35 million, has been utilized to an amount 
of about £20 million. The Board is also empowered to rediscount trade bills up 
to a figure of £10 million.

1 5. Commercial banking is fairly well developed in East Africa. A growing use of 
bank deposits, which now exceed currency in the money supply, has naturally tended 
to introduce more flexibility into the monetary supply situation than would have 
obtained under, the rigid Currency Board system. Commercial banks in East Africa 
are subsidiaries of overseas, particularly British, banks. The fact that these 
banks can, and do, hold reserves with their parent banks in London and borrow, at 
times, from the parent institutions, means that the economy is "cushioned" from
the excessive inflationary or deflationary pressures which would arise from recourse 
to the automatic exchange mechanism of the Currency Board.

16. The table below summarizes the position of the East African monetary system 
in recent years. It will be noted that at 30 June 1963 "Foreign Assets" amounted 
to" £6 7.3 million or the equivalent of five months imports by' the three East African 
countries combined. The ratio of reserves to imports is thus rather more satis
factory in the case of East Africa than it is in a number of other developing 

countries.

■'“The shilling is itself subdivided into 100 cents.



EAST AFRICAN MONETARY SYSTEM 

East African Currency Board and the Commercial Banks

~ ~— — ______ Year as at 30th June

Category
1959 i960 1961 1962 1963

(i) Money Supply :
1. Cash Balances of the

Commercial Banks
Cash held in the tills 5,858 6,092 5,871 4,600 4,821
Balances with the E.A.
Currency Board - - - 720 1,335

Total 5,858 6,092 5,871 5,320 6,156 •

2. Money Supply
Cash with public 51,399 54,346 53,302 53,174 60,703
Demand Deposits 71,682 70,039 69,9^5 74,983 83,165

Total 123,081 124,385 123,247 128,157 143,868

3. Near Money
Time Deposits 11,923 8,755 11,037 11,884 14,066
Savings Deposits 12,602 13,139 12,561 14,122 17,629

Total 24,525 21,894 23,598 26,006 31,695

(ii) Foreign Assets:
UK Securities„. 32,714 29,251 29,842 29,759 30,837
Money at Call and Treasury
Bills 22,802 '25 >715 26;4l4 26,644 33,655

Overseas Balances 19,167 -2,132 -7; 044 2,399 2,769

Total 74,683 52,834 63,300 58,802 67,261

(iii) Internal Credit Supply
E .A. Securities 8,319 8,796 8 ,268 6 ,982 7,589
E.A . Treasury Bills - 3,051 2,824 5,040 3,155
Crop Finance Bills - - - - -

Loans and Advances^ 61,846 76,948 68,606 77,092 90,789
Investments 4,042 '3,210 3,174 6,283 5,803

Total 75,207 92,005 82,872 : 5,397Ì107,336

"'"Loans and Advances include bills discounted by the n: •. r c-,:‘r.' banlîi.

Source; Economic and Statistical Review of the East African Statistical 
Department, September 1964.



C. Common services

1 7. With the achievement of independence by Tanganyika in 196I, the East African 
High Commission, which had been in existence since 19^7, was disbanded and 
replaced by the East African Common Services Organization. As its name implies, 
the prime purpose of EACSO is to provide certain services in common to the three 
East African countries."*" The EACSO services are wide ranging and include the up
keep of the East African Court of Appeal, veterinary and medical research, 
meteorological services and the Post and Telecommunications Service. However, 
the organization's main activities relevant to the studies are: the collection
of customs and excise duties and income taxes, overriding control of East African 
Railways and Harbours; and, through the Civil Aviation Department, East African 
Airways. The Authority of EACSO consists of the heads of Government of the three 
East African countries. Subsidiary to the Authority are ministerial committees, 
with the same tripartite composition, dealing with such matters as communications, 
finance, commercial and industrial co-ordination, labour and social and research 
services. . ■ •

18 . Of the services falling under EACSO, the East African Railways and Harbours 
and East African Post and Telecommunications are self-financing; other services, 
including the collection of customs and excise duties and income taxes, are 
financed directly by the three East African Governments. The United Kingdom 
Government provides grants for certain purposes, including research, and EACSO is 
empowered to, and has borrowed from, East African Governments to meet certain of 
its costs.

1 9. About one third of EACSO1s total expenditures (estimated at £7.5 million in 
1964-6 5) are met from "general fund resources" which represent one half of what 
is known as the "distributable pool". This pool is financed from a portion of 
certain taxes collected by EACSO, but not remitted in the normal manner to the 
three Governments. Thus 6 per cent of all customs and excise duties and 40 per 
cent of'taxes on profits of companies operating in the manufacturing and financial 
fields are paid into the distributable pool. The residual half of the pool, not 
made over to EACSO for its general fund, is divided equally among the three. 
Governments. As Kenya contributes more to the pool than the other two Governments, 
the allocation formula is a means of distributing revenue from Kenya.to the other 
two countries. The reasons for this redistribution are outlined in paragraph 6.

■'’Certain other countries also draw upon, and pay for, specific services 
provided by EACSO.



20. Railways and harbours fall under the overall control of EACSO and more 
particularly of the Organization's Ministerial Communications Committee, .-which 
consists of the three East African Ministers of Transport. The everyday running 
of East African Railways and Harbours is delegated to an Administration, headed 
by a General Manager. East African Railways and Harbours are owned jointly by 
the three East African Governments and are self-financing. Revenue earned by 
East African Railways and Harbours has consistently exceeded normal operating 
expenditure, but in recent years total expenditure, which includes such items
as contributions to sinking funds and pension reserves, and training outlays, 
has exceeded revenue. Subject to the overall control of EACSO, the East African 
Railways and Harbours Administration is empowered to borrow on its own account.
By the end of 1963, the Administration had accrued £62.4 million of long-term 
debt.

21. The bulk of the Administration's debt is held externally. At the end of 
1962 its external debt amounted to £56 million, a figure in excess of the external 
public debt of the Governments of both Uganda and of the United Republic of 
Tanzania. The East African Governments are the joint and several guarantors of 
the East African Railways and Harbours debt. This debt has not been allocated 
between the guaranteeing countries, but its existence has to be taken into account 
in any assessment of the adequacy of East Africa's reserves in relation to foreign 
debts outstanding and debt servicing charges. Similarly, it should be noted that 
East Africa's Posts and Telecommunications, whose debts are similarly guaranteed 
by East African Governments, had borrowed from abroad to a figure of £10.5 million 
by the end of 1962.

22. The Development Plans of the individual East African countries refer to 
investments to be made by the East African Railways and Harbours. In addition to 
fixed capital investment in the individual countries, East African Railways and 
Harbours will need to purchase new rolling stock both to replace obsolencent 
stock and to increase capacity to meet the growth in the volume of traffic. The 
East African Railways and Harbours Administration has estimated that its 
expenditure on rolling stock will amount to £19 million between 1964 and 1971- 
The Administration will also be required to refinance £28.5 million of existing 
debt before 1971.



D. East Africa's balance of payments—

■ 23. The T&ble- below-summarizes East Africa's balance-of-payments position-in 
the period I96I to 1963. There are no official balance-of-payments estimates 
-for-the-three individual countries-,- - -........ -  - ..... .......

BALANCE-OF-PAYMENTS SUMMARY

(a) Current Account

£! 000

I96I 1962* 1963,+

4
1. Baiarne e of trade - .... - - 983 4,699 26,071

2. Balance of services

(a) Travel and transportation - 2 ,5 1 6 - 596 ; 1,925

(b) Services . 416 - 5,119 - 2,177

3« Balance of interest and grants

(a) (i) Balance of interest (public and 
private sectors) -1 1 ,271 -13,901 -14,687

(ii) Balance of interest (monetary 
institutions) 2 ;379 2,381 2,430

(b) Balance of grants 18 ,813 20,031 .13,870

Net Surplus (+)/Deficit (-) on Current Account 8,804 7,495 27,432

Revised.

+Estimated.

d " '
Exports valued f.o.b. and imports c.i.f.

Source: East African Statistical Department's Economic and Statistical Review,
June 1964.



(b) Capital Account 

   £ '000

1961. 1962* 1963+■

4. Long-term loans to public sector (net) 20 ,066 11,009 16,882

5. Long-term loans to private sector (net) 5,286 2 ,283 3,784

6. Changes in publicly -owned assets ' - 5,354 8,950 - 760

7. . Changes ..in privately -owned assets - 1,357 - 1,406 , - 2 »530

8. Short-term loans to public sector (net) 298 2,193 - 2,145

9. Short-term loans to private sector (net) 491 450 347

A. Net inflow on capital account 18,834 23,479 15,778

B. Net surplus (+)/Deficit (-) on current 
account 8,804 7,495 27,432

C. Net errors and omissions (A+B-D) -21,277 -25,176 -45,071

D. Changes in external reserves of 
monetary institutions:

(i) External assets of the E.A. 
Currency Board 4,003 - 2,813 - 5,832

(ii)Changes in accounts with IMP - - 1,125 - 1,125

.... (iii)Changes., in Bank Balances Overseas
(net) -10,364 - 1,860 8 ,818

-"6,361 - 5,798 " 1,861

*
Revised.

4Estimated.

Source: East African Statistical Department's Economic and .Statistical Review,
June 1964.



NOIE ON EXPORTS OF COTTON TO INDIA1

1. The view has been expressed in Uganda, and for that matter in the United 
Republic, of Tanzania, that non-commercial shipments by the United States to 
India under Public Law 480 have caused the replacement of East African cottons
by United States cottons in the Indian market. Before considering the statistics 
relating to Indian cotton imports and United States exports of cotton to India 
under Title I of Public Law 480^, it is perhaps worth stressing two points.
First India is herself a major cotton producer, and even exporter, v/hose imports, 
although important, amount to only about 10 per cent of her total consumption. 
Secondly India has experienced baiance-of-payments problems continuously for a 
number of years and as a result has had to restrict imports to an essential 
minimum. The- table below shows the evolution of India imports of raw cotton in 
the last decade, both by broad magnitude and by sources of supply.

2. Although the Indian import figures shown in the table are liable to sharp 
annual fluctuations, both as regards total and with respect to individual sources 
of supply, there would appear to be certain deductions which could legitimately 
be made from them:

(a) Using unit value figures in the table it would seem that the United 
States and East African cottons are similar in quality and may therefore be 
regarded as substitutable the one for the other. The evidence of this is by 
no means conclusive, but there is a closer relationship between prices of 
United States and East African cottons than there is between the prices of 
these cottons and those obtaining for cottons imported from the Sudan and
the United Arab Republic which are the more expensive extra long staple types.

(b) The United States has, in the past, effected fairly substantial exports
of cotton by means of commercial sales. However there would appear to be a 
correlation between the percentage share of United States exports to India 
and shipments of cotton under Title I of Public Law 480 which can be deduced, 
if not exacts, from data relating to Agreements signed. In 1957 and in the 
period 1960/March 1964, when, it would seem, shipments under Public Law 480 
were probable, the percentage share of the United States in total Indian 
cotton imports was significantly higher than her share in those years when 
there were no such shipments.

(c) Conversely East African sales have declined both absolutely and 
relatively in the period 1960/March 1964 and were considerably lower than 
average in 1957. Since 1959 > East Africa's share in the Indian imports of
cotton has been below 20 per cent, whereas before that year it was only once
below 25 per cent.

1See paragraph 39 of text.
2
In terms of Title I of Public Law 480, the United States sells certain 

commodities against the local currency of the purchasing country.



RAW OOTTON IMPORTS INTO INDIA
Quantity
Value
Unit value

'000 tons 
$ million 
$ per ton

Period Total Imports Imports from United States
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April to March 
1953-54 116.3 110 .8 952 7.1 6.5 915 5.9

-
3 2 .6 2 8 .O 859 25.3 1 6.O 14.8 925 56.3 5 7.O 1,027 4.3 3-7 860

1954-55 123 .3 122 .7 995 43.5 3 8 .6 887 31.5 _ 40.5 35-9 886 29.3 4.9 6 . 0 1,224 33.0 40.6 1,230 - - - 1.4 1 . 6 1,143
1955-56 117,9 120.4 1 .021 2.4 2.3 958 1.9 - 4 5 .1 40.9 907 34.0 2 5 .O 25.7 1 ,028 41,8 47.5 1,136 - " - 3.6 4.0 1,111

Calendar year
1957
1958

131.0
7 2 . 6

102 .1
64.4

719
887

84.8
2 1 . 6

46.9
1 8 .3

553
847

45.9
28.4

V 1 7 .8
24.8

14.6
19.6

820
790

14.3
30.4

10.9
13.6

15.5
13.9

1,422
1,022

14.2
10 .7

2 1 . 0
11.7

1,479
1,094 0.9 0.1

- 3.3
1.0

4.1

o-|
1,240

80O
1959 95.4 72.9 7 64 1 8 .9 14.6 77?, 2 0 . 0 14*0 30.9 2 0 .7 670

749
28.4 26.5 2 0 . 6

m
16,7 15.4 922 - - - 2.4 1 . 6 667

i960 204.2 153 .5 752 102.4 65.9 644 42.9 6 6 ,8 37-4 2 8 , 0 18 .2 1 8 .5 . 1 8 .1 31.9 31.9 1 ,0 0 0 6.3 3.8 603 7.7 5 . 8 753

April to March 
1961-62 168 .3 131.6 782 78,5 54.8 698 41.6 35.2 3 1 .7 2 3 . 6 744 1 7 .9 23.7 21.4 903 19.8 2 1 . 6 l,09l 8 . 0 6 .2 V I 6 . 6 4.0 606
1962-63 154.5 119.5 773 

814
53.4 38.2 715 3 2 .0 7 1 .2 16 .2 1 2 .0 741 1 0 .0 43,0 35.1 816 19.6 19.7 1,005 1 6 .8 10.4 619 5,8 4.2 724

1963-64 1 2 6 .4 102.9 6 3 . 0 46.6 740 45.3 V 7.9 5.9 747 5.7 2 0 . 8 1 7 .5 841 31.5 30.4 965 3.2 2.5 781

Indian import statistics in fact provide a breakdown between the three East African countries but as the breakdown shows the bulk of such imports as being derived from Kenya, whereas Kenya is a relatively 
small cotton exporter, it has been concluded that cotton passing through Mombasa has been incorrectly attributed to Kenya in Indian import statistics and that therefore it would be preferable to treat the 
three East African countries as a unit for the purposes of this analysis.

2
• Percentage share by value.

3
Por 1961-62 and 1962-63 data refer to calendar years 1961 and 1962 respectively.

4
' An agreement signed in the second half of 1956 provided for shipments amounting to £41.3 million. It would seem likely that some of the shipments under this Agreement arrived in India in 1957•

Figures for agreements signed in the calendar year 1963 are not available but agreements worth £43.9 million were signed in the twelve months period July 1963 to June 1964.

Sources: Indian National Trade Returns and the United States' President's semi-annual reports under P.L.480.



ANNEX V

IMPORT RESTRICTIONS MAINTAINED H  UGANDA

In accordance with procedures relating to residual import restrictions, the 
Government of Uganda has submitted the following notification (L/2336):

1. Uganda maintains quantitative restrictions on imports of the products listed 
below.

2. Except as noted in 3 3 the listed goods may be imported into Uganda from any
contracting party on open general licence with the following exceptions:

Products marked "A", require a licence regardless of origin.
Products marked "B" require a licence if imported from any contracting
party other than Kenya and Tanzania.

Products marked "C" must be licensed if imported from any of the following: 
Argentina, Austria, Belgium, Brazil, Canada, Chile, Congo (Brazzaville), 
Cuba, Denmark, Dominican Republic, Finland, France, Federal Republic of 
Germany, Greéce, Haiti, Israel, Italy, Luxemburg, Netherlands, Nicaragua,
Norway, Peru, Portugal, Spain, Sweden, Switzerland, Turkey, United Arab
Republic, United States, Uruguay and Yugoslavia.

3« All imports must be licensed if imported from Czechoslavakia, Japan, Poland,
or from contracting parties which are neither a part of the sterling area nor
listed in paragraph 2 .

Description of products Category

(a) Groundnuts, edible oils and fats, (other than butter,
margarine and shortenings including vegetable and
animal ghees) "A"

(b) Butter, margarine and shortenings including vegetable
and animal ghees ' "C"

(c) Cereals and cereals products (excluding rice, breakfast
foods and alimentary pastes); beet and cane sugar,
glucose and syrup; ale, beer and stout "B"

(d) Cotton fabrics (piece goods) bleached ; cotton fabrics
(piece goods) dyed in the piece ; excluding khaki drill; 
cotton fabrics (piece goods) printed excluding khangas "C"

(e) Jute and sisal bags and sacks, and fabrics of jute including
hessian and twine "b"

(f) Gold, gold ore, including partly worked gold and gold coins;
jewellery (but not imitation jewellery) "B"

(g) Silver, including ores and platinum, including ores "C"
(h) Ex-military vehicles "B"
(i) Aircraft and parts thereof "C"
(j) Cement "B"
(k) Matches and fire arms and ammunition "C"
(l) Kerosene 11 A"


