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ABSTRACT

The study evaluates the performance of the Ugaadanomy under the policy of economic regulation thsted
from 1962 to 1986. It measures the level of ecowsogmowth in the country through the growth ratesréal Gross
Domestic Product (Real GDP) and real Gross Domdatirduct per capita (Real GDP per capita). Theyaral are

guantitative and graphical.

The findings show that there was a marginal impnoset in the level of economic growth in Uganda asrthe
period of research (1962-1986), but that the peréorce of the economy was constrained by the vely tate of inflation
(which crossed the 200% per annum mark) and théqgadlcrises which persisted during a substam#at of the research

period.

To ensure an improvement in the level of econogniovth in Uganda, the study recommends a redudtiadhe
economy’s liquidity so as to control inflation, ¢owl of the country’s population growth rate whialould improve its

GDP per capita, and the maintenance of politicisty to avoid a relapse to political crises whimonstrain growth.

KEYWORDS: Economic Growth, Economic Development, Economic WRa&gpn, Economic Deregulation, Gross

Domestic Product, Gross Domestic Product Per Capita
INTRODUCTION

There was a growing quest for improved standardivaig in all societies of the world, especiallftex the
devastating effects of the Second World War. Vityuall the economies of the foremost nations & thorld went into
recession. The cases of Africa and other underdpedl regions of the world were even worse, as shuéfgred the twin
effects of their own lack of development as welteduced economic assistance from the foremosdvembnomies. This
assumed further importance in Africa as most ofdentries in the continent progressed towarddipaliindependence,
with the high hopes for the associated economitsfoamation. The case of Uganda became even mardigeafter its

independence in 1962 as it soon got enmeshed iticpbturmoil.

The approach of the various governments of Ugaindéhe country’'s first twenty-five years of politic
independence (1962 to 1986) was essentially theofiseconomic regulation in attempts to trigger gfowth and
improvements in its economy. The approach lastetia87 when the present government adopted thatogs Economic
Recovery Program (ERP) which was predicated ordéregulation and liberalization of the economy. Pphesent study,
therefore, attempts to evaluate the performandbefJgandan economy under economic regulation. iShimportant as
the issue of improvements in the standard of livmyganda had become critical at the end of thdliots in the country

in 1986, given the devastation that took placéedourse of the upheavals.
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OBJECTIVES OF THE STUDY

The objective of the study is to evaluate the pentmmce of Ugandan economy under the policy of exnno
regulation that lasted from 1962 to 1986. It meesuhe level of economic growth in the country tigio the growth rates
in real Gross Domestic Product (Real GDP) and@eaks Domestic Product per capita (Real GDP patajap

The findings of the study would be useful to thevernment of Uganda as it would provide insightshomv
economic regulation affects the growth of the cogsteconomy, and thus assist the government ichitsce of economic
policy direction. Further, the study would conttibuo the body of available general knowledge &nfiblds of economic
regulation and economic growth (especially in tegaedoping economies), which would hopefully pressggnomists and

future researchers with the opportunities for ferttesearch as the sphere of human knowledge expand

ECONOMIC GROWTH

Economic Growth and Economic Development

As observed by Jhingan (2003), most authors asghrehers (including himself), have continued ®the terms
“economic growth” and “economic development” inteangeably. Such switches could also be noticethéncburse of

the present study. However, there are slight teethiifferences between the two terms that nedxk thighlighted.

Economic growth refers to increases in the peit@gapcome or output of a society which result whee
production of goods and services rises at ratdsehithan the increases in the population. It is tho increase in output
per unit of input. Economic growth, therefore, igj@antitative measure which considers only outpatnfan economy,
without taking into cognizance the distributionieéome in the economy. Economic development, aglaneoncept, is a
persistent increase in the per capita income guiwdf an economy, taking into account the distidruof income in the
economy. Economic development, thus, is econongevtr in addition to improved income distributiom.ehcompasses
both increases in output as well as the changéseinechnical and institutional arrangements undgch the output is
produced, distributed and consumed for the bewéfihcreased proportion of the population. Thugj as observed by
Jhingan (2003), it is possible for an economy towgmwithout developing, as poverty, unemployment amehualities

continue to persist due to the absence of techiwabgnd structural changes in the society.
Sources of Economic Growth

Economists have often given considerations tover@®us sources of growth, as these are thougatdount for
the differences in the levels of development betwsecieties. These sources have often been céabsifio economic
factors and non-economic factors (Jhingan, 20@03)alization of the fact that meaningful econogrowth would not be

possible in the absence of the enabling socioipalienvironment.

The economic factors or sources of growth inclodeural resources, population growth, technologicagress,
capital accumulation or formation, and organizatibinst, it is reasonable to expect that counttieg are blessed with
natural resources have the potentials for econgnuwth. Also, a large population could trigger eaonc growth if it is
capable of being translated into a large pool @fityulabour and an expansive domestic marketHerdutputs. Further, an
economy with new, advancing and appropriate tedgylis more likely to grow faster than the oneshwitt such
advantages. As capital accumulation or formatioeritical to economic growth, an economy that intgto grow should,

therefore, be able to accumulate capital througinga which must be specifically used for investimd&iis has been the
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bane of most under-developed economies where thiegsaculture is very poor. Finally, as good mamagentrepreneurs
and organizers are critical to growth, the manria@rganization of resources would affect econonmmagh. Accordingly,

an economy that is cursed with wasteful organidikes,most African countries, could ill afford taayv fast.

Social, human, and political and administrativetdas, amongst others, have been identified by @woists as the
non-economic factors or sources of growth in angietp. The social factors comprise the attituded aalues of the
people which could promote or hinder growth. Fostamce, while the positive culture of learning aadventure
contributes to the economic growth of the West,nbgative culture of skepticism has been partlynield for the under-
development of Sub-Saharan Africa. The human faateflect in the increased efficiency or produdyivef the labour
force. It is the process of increasing knowledddlssand capacities of all the people of the stcid@he development of
such human factors has been cited as one of therpindings of the growth of Chinese economy inghst two to three
decades. Finally, political stability and strongréwistration are very important to economic grovéh,no economy could
achieve any meaningful growth without them. The agipg narratives of the West and the crisis-riddéica aptly tell
the whole story. In the case of Uganda, the coraparbetween the pre and post 1986 periods would sifv® economic

benefits the country has enjoyed since the retfigtadility, post 1986.
Indicators or Measures of Economic Growth

Also, indicators or measures of economic growtloualol. These include the economic indicators of &ros
Domestic Product (GDP) and Gross Domestic Prodectppita, the Gross National Product (GNP) ands&iational
Product per capita, and the improvement in welfar¢he consumption of goods and services by ailviddals in the
society; as well as the social indicators suchitagaty level, infant mortality, life expectancyidanutritional standards.
However, the emphasis by economists has been angéhsurement of economic growth through the groaitis of Gross
Domestic Product (GDP) and the Gross Domestic Ritquier capita.

The GDP refers to the market value of all the Ifigaods and services produced in the country withigiven
period, usually a year (Parkin, 2011). It coulddatermined through three approaches: the produatuiput) approach
which sums up the values of the final outputs bfted enterprises in the economy; the expenditppgaach which sums
the people’s total expenditure in the purchasegoofis and services; and the income approach wigtehrdines the GDP
by summing up the incomes of all the productivadesin the economy. The GDP per capita, on theratland, is GDP
divided by the population of the economy. It issofused as a fair indicator of the standard ofigiin the economy on the
assumption that all residents equally benefit ftbe country's increased economic production. HoweS®P per capita
is not a measure of personal income as GDP magaserwhile real incomes for the majority declineisTmay result
from the enhanced production in the economy bemgeasingly concentrated in the hands of fewerhitaats to the
detriment of the vast majority; an economic paratteat characterizes the economic growth in manthefdeveloping

countries, especially in Africa and Asia.

Further, GDP and GDP per capita could be nominakal. They are nominal when they relate to theiesaf
final goods and services produced in a given yadnalued at the prices prevailing in that yeareyrare, however, real
when they relate to the value of the final goodd s@rvices produced in a given year, but valuetbastant prices (the
prices of a base year). Thus, real GDP/GDP perntasaphlike hominal GDP/GDP per capita removes thpaicts of
inflation or price changes in the computation oftiovaal outputs produced at different periods, thgremaking

comparisons much easier and meaningful.

Impact Factor (JCC): 1.5429- This article can be danloaded fromwww.bestjournals.in



60 Charles Chidozie Ajaegbu

Theories or Models of Economic Growth

Several questions have bothered economists ipdkefive decades or even beyond: Why is the wawldnuch
richer at a particular date than it was previougly® there any prospects for the continuous in@gas riches over time?

And, why do inequalities abound between the varimtns of the world?

Perhaps the first known attempt to address thesstigns and more was made by Adam Smith (1723-1indti
Wealth of Nations. He argues for free market ecarenand the operation of the invisible hands in diecation of
resources for the optimum benefit of the societiesecent times, some economists from differehbsts of thought have
also attempted to address the issue of economigtigrand its causes, albeit with little signs of semsus. Some of the

theories propounded by these economists are coadidext.

The Basic Economic Growth model is the aggregabelymtion function which considers two primary fastof
production- Capital Stock (Land, factories, etcl drabour (the economically active segment of theuation). It is

drawn from the economists’ knowledge of factorprfduction and diminishing returns to scale. Thelelgostulates that

Output () is a function of Capital) and Labour If). Thus,Y=f (K,L). Accordingly, increased outpu¥) depends on

increases in the capital stocK)(through investments and depreciation, and ine®as labour supplyl{ through
population growth. Further, while the amount ofastment in capital stock depends on savings (Gkdilby multiplying
the average savings rate in the economy by themadtbutput), labour supply is based on demograpHibus, as capital
and labour increase, economic output grows. Theryheonsiders only two causes of economic growdipjtal stock and
labour; thereby excluding such other importantdexts technology and productivity which could hpwafound impacts
on economic growth. Further, the theory assumesetanomic growth could be achieved through suai-emnomic

processes of population growth and changes in deapbgs.

In the 1940s, two economists, Roy Harrod and EV8ewnar, independently developed an economic growth
model that later became known as Harrod-Domar Grdvtdel. The model is based on a fixed-coefficiemnstant
returns to scale function, which assumes that abaitd labour are used in a constant ratio to e#fdr to determine total
output. It assumes that labour) @nd capital ) are used in a fixed proportion to produce an equaunt of output.
Thus,Y=K/v; wherev is the capital-output ratio determined by dividizapital K) by Output ), i.e.v=K/Y. The Harrod-
Domar model focuses on two critical aspects ofgiteavth process: savings and the efficiency withalihgapital is used in
investment. The model could provide accurate shkemh predictions of growth and could be useful f@veloping
countries in determining the required investmertd @& financing gap to be covered in order to aehia target rate of
growth. To its credit, the model is simple and é@guation easy to use; with relatively small datguimement.
Unfortunately, it only remains in equilibrium witlall employment of both labour and capital, and ntlagrefore cause
inaccurate longer term predictions. Thus, as soomither capital or labour grows faster, there wolbé increasing
unemployment of either labour or capital as theeaaay be. Also, the model holds constant technodogy productivity

whose changes and gains are critical for long gnowth and development in any economy.

The Neo-classical growth model or Solow model wespounded by Robert Solow in the 1950s in respomse
the limitations of the Harrod-Domar model. Thusg tholow model replaces the fixed-coefficients paiidun function
with a neoclassical production function in whichtpmt (Y) is a function of capitalK), labour (), and all other factors

other than capital stock and labour supply whicly mfluence growth, such as increasing technolegyrker skill levels,
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education, health, institutions, amongst otheksof residualA). This allows for substitution between the factors of
production, so that the relative endowment of @dihd labour could be reflected, instead of tkediratios. According to
the model, output could be expanded in any of thrags: increases through fixed and equal portidhabmur and capital,
increases in capital, or increases in labour. Thegleh further assumes a production function with fneperty of
diminishing returns, where each additional incretilercapital per worker results in less output. Budow model has two
postulations: first, that to raise an economy’gjléerm growth rate would require an increase imlasupply and a high
level of productivity of labour and capital (i.eechnology increases), and second, that productiwitgrovement
(technology increases) is an exogenous variabtdghadependent of the amount of capital investm&he independence
of technology increases is in two forms: mechan{gaproved machinery, computers, and so on) andamuoapital
(improved education, health, worker skills, among#ters). The model thus makes two conclusionst tha key
determinants of economic growth are population gincand technical change, and that over time podrrih countries’
incomes would converge. The theory thus leads distarbing conclusion, that most growths are deieeoh by extra-
economic factors (technology and population) andndb depend strongly on economic policies, as fstance, the
progress of science and technology has little teviflo monetary and fiscal policies. The implicatiohthis, for example,
is that savings rate does not matter for the grawath. This pessimistic conclusion is a sourceasfcern to some other

economists.

An extended and reformulated version of the Satoedel was undertaken by Gregory Mankiw, David Rgmer
and David Weil. The Mankiw-Romer-Weil model extertie Solow framework by allotting a significantedio human
capital, and to the share of the national prodwstoted to investment in education. This ensures ghidts in policy
significantly impact growth more than in the Solframework, as firstly, the estimates of the soaialrginal product of
physical investment are somewhat larger, and ségorsthifts in economic policy that boost productiamplify
themselves much more by inducing further investnienphysical capital, and most importantly, in humzapital via
education. Thus, the addition of “education capitatreases the importance of accumulation in eatinaggrowth, and
slows down the approach of diminishing return. Menkiw-Romer-Weil model, therefore, generates intpaxd policy
changes on economic growth in the long run thattaiee as great as that of the Solow framework; lahan capital

plays an important role in that process.

The Endogenous or New Growth Theory was propourdléde 1980s as yet another attempt to more plcis
define the attributes of economic growth. A key rmpater of this theory was Paul Romer. The theorydéidhat
improvements in productivity could be linked dilgdb a faster pace of innovation and extra investtin human capital.
It stresses the need for government and privat®setstitutions to successfully nurture innovatiamd provide the right
incentives for individuals and businesses to beritive. It thus places centrality on the accumatatf knowledge as a
determinant of growth. The New Growth Theory hasarow” version which places much emphasis onhiigd benefits
from investments in research and development (R&)J] a “broad” version that places emphasis onaverall
productivity benefits from broad categories of istveent- whether equipment investment, infrastrécinovestment, or
investment in general. Thus, while the former ensj#es returns to research and development, tlex Eitesses the many
channels through which investment could influeree averall level of total factor productivity. Tlieeory reaches the

conclusion that good and bad economic policiesctbalve much more significant effects on growth.

It is, therefore, obvious from the reviews of tharious theories of economic growth that the imgpatie
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economic and non-economic factors have on growfardimong the various theories of growth.

ECONOMIC REGULATION AND ECONOMIC DEREGULATION

Economic Regulation

Economic regulation involves the increasing usdasis and other instruments of coercion to inflertbe
economic choices and decisions of individuals, bbokls, firms and even governments in a societyouid be directed
to affect choices in demand, supply, prices, etith whe aim of improving the efficiencies in resogrrallocation and
utilization, and in income distribution. In term§ rice regulation, Pindyck & Rubinfeld (2006) caler it as a means

through which governments can limit the monopolwprs of firms.

The twenty-five year period (1962 — 1986) is relgar as a period of economic regulation in Ugandairg
these years, the various governments pursued &dbettie policies that furthered regulations in sheectors of the
economy. In the financial sector, this reflectedsuch policies as interest rate regulations, figgdhange rate system,
controls of capital and current accounts, non neaiamce of domiciliary accounts by residents, amoot®rs. These

produced the set of economic conditions and datiaatte evaluated in the study for the period, 1B6P986.
Economic Deregulation

Economic deregulation, on the other hand, is ti@easing reduction in the role of government ireatly
influencing the economic choices and decisionsndividuals, households and firms in a society.swally involves the
gradual removal of the existing regulations in ésenomy. In terms of financial deregulation, Pa(@011) observed that
it has removed many of the distinctions betweenmergial banks and other depository institutionshie United States,
thereby allowing the commercial banks and non-bdefository institutions to compete in a wider ramgeending

business.

The post-1986 period is regarded as a period @fi@nic deregulation in Uganda. In 1987, the Goveminof
Uganda commenced the implementation of its poliofdiberalization and deregulation of the counsrgconomy with the
enunciation of its comprehensive Economic Reco®ngram (ERP). This marked the beginning of thegse of freeing
the economy for increased private sector partimpatlt involved the gradual deregulation of theriwas sectors of
Ugandan economy, such as finance, telecommunicatioring, amongst others. In the financial sedtagflected in such
policies as interest rate deregulations, floatifighe exchange rate, removal of the restrictionscapital and current

accounts, maintenance of domiciliary accounts kyr#sidents, and so on.
COMPARATIVE HIGHLIGHTS ON THE UGANDAN ECONOMY

At political independence in 1962, Uganda had akyéut one of the most promising economies incafrit was
essentially an agrarian economy; with the industmal services sectors contributing very littletlie economy. As at that
year, the country had a nominal Gross Domestic iRio(GDP) of UGX42.8m, a nominal Gross Domesticdecd Per
Capita Income (GDP per capita) of UGX5.92, and jputation of about 7.2m.

Post-independence, Uganda has had an unevercglohinid economic history until the past three desaar
thereabout. From 1969 up to 1986, the country sedfenuch from political instability and civil steifwhich took tolls on

its economic growth. During that period, the vas@overnments of Uganda engaged more in direatvenédons in bids

NAAS Rating: 2.97— Articles can be sent teditor.bestjournals@gmail.com



Uganda Under Regulation: How Well Did the Economy Bre? 63
to stimulate the different sectors of the countgt®nomy, depending on what was considered asit@soat the given
times.

The 1962 and 1986 comparative economic highlifgt¥)ganda are as shown in the Table below.

Table 1.1 Comparative Economic Indicators (1962 an@986)

Nos. Economic Indicators 1962 1986
1. Nominal GDP (UGX'M) 42.8 42,584
2. Real GDP (2010 Constant Prices) (UGX'B) 3,813 388,
3. Nominal GDP Per Capita (UGX) 5.92 2,80%
4. Real GDP Per Capita (2010 Constant Prices) B26|5 552,422
5. Nominal GDP Growth Rate 0.02 1.38
6. Real GDP Growth Rate (2010 Constant Prices) 0.01 0.00
7. Nominal GDP Per Capita Growth Rate (0.01) 1.3p
8. Real GDP Per Capita Growth Rate (2010 Constace$) (0.02) (0.03)
9. Exchange Rate (UGX to USD1.00) 0.07 14.00
10. | Inflation Rate (%) (6.0) 96.0
11. | Population Estimate (‘M)) 7.2 15.2

Sources: Compilation from wais Uganda’s Ministry of Finance, Planning and Ecoic Development
(MFPED), Uganda Bureau of Statistics (UBOS), Bahkiganda

(BoU) and Index Mundi data sources.

In summary, the Ugandan economy as at the en®@&6,lwas characterized by the dominance of agurilas
the largest employer of labour, but a low contrdbuto GDP on account of low agricultural produdiyilow
industrial/manufacturing base and the associatgll import dependence; export of primary cash cespthe main foreign

exchange earner for the country; and prominenaefices in the contributions to the country’s GDP.
CHOICE OF VARIABLES

The study identifies and uses two variables, ttoavth rate in real Gross Domestic Product (Real il the
growth rate in real Gross Domestic Product pertegiiteal GDP per capita), as measures of econamietly in Uganda.
Either of these two variables has been used inaimianner to measure economic growth in the eestiedies of Nalere
(1996), Kasule (1998) and Drale (2005), relating)tganda, and those of Calderon and Liu (2002) azad Kazliogu, and

Agir (2011), relating to other economies.
The Growth Rate of Real Gross Domestic Product (Ré&DP)

The Gross Domestic Product (GDP) is consideredaal gneasure of the economic well being of a couasryt
captures the values of all final goods and seryiceduced in the economy for a particular periclally a year. The real
Gross Domestic Product (Real GDP) is preferred dwemnominal Gross Domestic Product (Nominal G2B)the former
unlike the latter, eliminates the effects of irifat or price changes on the values of goods andcesr produced at
different periods by valuing them at constant idg thus, makes for a better comparison of thes& Domestic Product

figures of various years by bringing them to theedases.

The growth rate in real Gross Domestic Productsuess the rate of increase or decrease in the@@eRI from
one year to another; as against the Real GDP figgeH which is a summation of the values of figalods and services
produced in the economy and valued at constanegqridowever, since the present study is interastéde growth of

Ugandan economy, and not in its absolute sizdjlites the growth rate in real Gross Domestic icichs a measure of
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economic growth, and not the absolute real GDPdigiiT his is in line with the suggestions of Pa@al1l).
The Growth Rate of Real Gross Domestic Product PeCapita (Real GDP Per Capita)

The Gross Domestic Product per capita is alsoidered a good measure of the economic state ofiatigoas it
evaluates the spread of the value of the goodsarces produced among the residents of the ecpnasnin the case of
nominal GDP and real GDP, the real Gross Domestidi®t Per Capita (Real GDP per capita) is prefeoeer the

nominal Gross Domestic Product Per Capita (NonB1aP per capita).

The growth rate in real Gross Domestic Productcapita (Real GDP per capita) measures the ratecodase or
decrease in Real GDP per capita of an economy fnoenyear to another; as against the Real GDP péadagure itself
which represents an individual's share of the valtigoods and services produced in the economynguai particular
period. Once again, as the present study is irttates the growth of Ugandan economy, rather timaitsiabsolute size, it
utilizes the growth rate in Real Gross DomesticdBod per capita as a measure of economic growtherahan the

absolute real Gross Domestic Product per capitadig

METHODOLOGY

Research Design

The study employs the ex post facto or retrospedtesign to retrieve, record, analyze and intémgbeiea in order
to evaluate the level of economic growth in Ugaddang the twenty-five years of regulation of itsoeomy, spanning
from 1962 to 1986. It is, thus, a retrospectivéime series research involving 25 annual obsermataf two variables, the
growth rate in real Gross Domestic Product (ReaPEBnd the growth rate in real Gross Domestic Rtbgar capita
(Real GDP per capita), as measures of economictrowUganda, with a view to evaluating the perfance of the

country’s economy over the research period.
Target Population and Sample Size

The records examined in the course of the studhstitate the research population. There are se¥esuch
records for the twenty-five year period, from 13621986, in respect of Uganda. These are as folldlesninal Gross
Domestic Product (Nominal GDP), Real Gross Domed3taduct (Real GDP), Total population, Nominal Gr&®mestic
Product per capita, Real Gross Domestic Productggita, Inflation rate, and Exchange rate. Inwie the small size
of the research population, all the seven recavdshie twenty-five year period (1962 to 1986) asediin the study, thus

ensuring a fair generalization of its findings.
Data Types, Sources, and Adjustments

The study uses secondary data as it is an arct@sabrch. These data are the economic statistitiyanda, for
the period, 1962 to 1986. Given the ages of therdsc(some dating back many decades), the usublepne of limited
availability of data relating to developing couasilike Uganda, and the political crises which bédd the country
during a greater part of the research period, ¢fevant data are obtained from diverse sourcesigir@xtensive library
reading (both physical and on-line), as it is n@tgticable to find all of the data in one or evefea sources. Thus, the
data are obtained essentially from the publicatiohsstitutions such as the Uganda Bureau of Stasi (UBOS), the
Bank of Uganda (BOU), Uganda’s Ministry of FinanB¢anning and Economic Development (MFPED), the ld/Bank

(WB), the International Monetary Fund (IMF), andr@major international economic research instihgisuch as Index
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Mundi and Country Economy. Further, other secondanyrces of data, such as reports of some govetnmierstries,
departments and agencies (MDAS), reports of varfimencial regulators and institutions, unpublishtedhnical and
seminar papers presented at different fora, unglubdi dissertations, etc, are consulted in the ecafrshe study as they

prove relevant.

The records of nominal Gross Domestic Product amdimal Gross Domestic Product per capita, are peaby the data
sources, for 1962 up to the end of the researciogp@r 1986, while those of the real Gross DomeBtioduct and real
Gross Domestic Product per capita (at 2010 congtace) are provided as from 1982. Consequently,pite-1982 gross

figures are deflated to obtain the real equivalignires..
Research Instrument

The study uses the Record Sheet as its reseasthrrent. It shows the following with respect toddda, for
each of the twenty-five years of research (1962986): Nominal Gross Domestic Product (Nominal GDRgal Gross
Domestic Product (Real GDP), Total population, NamahiGross Domestic Product per capita, Real Grossdstic

Product per capita, Inflation rate, and Exchange. ra

DATA PRESENTATION AND ANALYSES

Data Record

As already stated, the record sheet is used asefigarch instrument for the study, and it showsfatiowing,

with respect to Uganda, for each of the twenty-frears of the research (1962 to 1986):
* The nominal Gross Domestic Product (Nominal GDP);
* The real Gross Domestic Product (Real GDP);
* The Total Population;
e The nominal Gross Domestic Product per capita;
e The real Gross Domestic Product per capita;
* Inflation rate; and

* Exchange rate.

The data are utilized to determine the growth matReal Gross Domestic Product and the growth irateeal
Gross Domestic Product Per Capita, which are usethe@asures of economic growth in Uganda, over #rég of
research. The rates are converted to time series fda ease of graph plotting and analyses. Thendga annual

economic data for the 25-year period of the re$e@®62-1986) are presented in the table below.
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Source: Index Mundi Publications @ww.indexmundi.comas adjusted by the Author

In order to measure the growth in Ugandan econbetyween 1962 and 1986, two growth rates are cordpute

Table 1.2: Uganda’s Annual Economic Data

Charles Chidozie Ajaegbu

Nominal| Real GDP Nominal Real GGDP
Year GDP 2010 Population GDP Per GDP Per

(UGX'M) | LCU (‘M) Capita Per Capita
1961 42 3,783,387 7,006,629 6 539,973
1962 43 3,812,584 7,240,155 6 526,589
1963 49 5,569,243 7,487,412 7 743,814
1964 56 6,164,123 7,746,181 7 795,763
1965 63 7,132,476 8,014,376 8 889,960
1966 66 7,443,906 8,292,751 8 897,640
1967 69 7,659,230 8,580,647 8 892,617
1968 74 7,857,524 8,872,890 8 885,565
1969 83 8,723,688 9,162,794 9 952,077
1970 90 8,855,073 9,446,024 10 937,439
1971 101 9,114,192 9,720,388 10 937,637
1972 107 9,357,497 9,988,441 11 936,833
1973 122 9,119,058 10,256,553 12 889,096
1974 147 9,134,873 10,533,82( 14 867,195
1975 212 8,949,961 10,827,098 20 826,626
1976 245 9,015,654 11,139,629 22 809,332
1977 499 9,156,770 11,470,631 44 798,280
1978 557 8,735,853 11,818,138 47 739,190
1979 856 7,700,592 12,178,511 70 632,310
1980 1,245 7,439,040 12,549,780 99 592,763
1981 2,675 7,727,356 12,930,712 207 597,597
1982 4,355 8,198,150 13,324,388 327 615,274
1983 6,721 8,669,100 13,738,118 489 631,025
1984 8,391 8,639,220 14,181,633 592 609,184
1985 17,877 8,353,570 14,661,479 1,219 569,763
1986| 42,584 8,386,160 15,180,718 2,805 552,422

from the economic growth data and presented ineral# below. These are the growth rate of the @aks Domestic

Product (Real GDP) and the growth rate of the Graks Domestic Product per capita (Real GDP pédtajap

Table 1.3: Uganda Annual Economic Growth Rates

Nominal| Real GDP Nominal GDP Real GDP Population
Year| GDP Gr. Growth Population Per Capita Per Capita Growth
Rate Rate Growth Rate | Growth Rate Rate
1961 - - 7,006,629 -
1962 0.02 0.01 7,240,155 (0.01) (0.02) 0.03
1963 0.15 0.46 7,487,412 0.11 0.41 0.03
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1964 0.14 0.11 7,746,181 0.10 0.07 0.03
1965 0.12 0.16 8,014,376 0.09 0.12 0.03
1966 0.05 0.04 8,292,751 0.01 0.01 0.03
1967 0.05 0.03 8,580,647 0.01 (0.01) 0.03
1968 0.07 0.03 8,872,890 0.04 (0.01) 0.03
1969 0.13 0.11 9,162,794 0.09 0.08 0.03
1970 0.08 0.02 9,446,024 0.05 (0.02) 0.03
1971 0.13 0.03 9,720,388 0.09 0.00 0.03
1972 0.05 0.03 9,088,441 0.02 (0.00) 0.03
1973 0.14 (0.03) 10,256,553 0.11 (0.05) 0.03
1974 0.21 0.00 10,533,820 0.18 (0.02) 0.03
1975 0.44 (0.02) 10,827,098 0.40 (0.05) 0.03
1976 0.15 0.01 11,139,629 0.12 (0.02) 0.03
1977 1.04 0.02 11,470,631 0.98 (0.01) 0.03
1978 0.12 (0.05) 11,818,138 0.08 (0.07) 0.03
1979 0.54 (0.12) 12,178,511 0.49 (0.14) 0.03
1980 0.45 (0.03) 12,549,780 0.41 (0.06) 0.03
1981 1.15 0.04 12,930,712 1.09 0.01 0.03
1982 0.63 0.06 13,324,388 0.58 0.03 0.03
1983 0.54 0.06 13,738,118 0.50 0.03 0.03
1984 0.25 (0.00) 14,181,633 0.21 (0.03) 0.03
1985 1.13 (0.03) 14,661,479 1.06 (0.06) 0.03
1986 1.38 0.00 15,180,718 1.30 (0.03) 0.04

Source: Index Mundi Publications on wwaermundi.com and Author’s computations
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Further, the values and growth rates of some dtkgreconomic indices of the country are determiaad

computed, as presented in Table 1.4 below, in dadaid the analyses and interpretation of thelt@su

Table 1.4: Uganda — Other Economic Data and GrowtlRates

Population : Changes in
. Inflation . Exchange Rate| ExchangeRate

Year| Population Growth Inflation _

Rate Rate Rate (UGX=USD1.00 Changes
1961 7,006,629 2.0 0.07
1962 7,240,155 0.03 (6.0) (4.00) 0.07 -
1963 7,487,412 0.03 7.0 (2.17) 0.07 -
1964 7,746,181 0.03 9.0 0.29 0.07 -
1965 8,014,376 0.03 17.0 0.89 0.07 -
1966 8,292,751 0.03 (11.0) (1.65) 0.07 -
1967 8,580,641 0.03 5.0 (1.45) 0.07 -
1968 8,872,89( 0.03 15.0 2.00 0.07 -
1969 9,162,794 0.03 3.0 (0.80) 0.07 -
1970 9,446,024 0.03 2.0 (0.33) 0.07 -
1971 9,720,388 0.03 4.0 1.00 0.07 -
1972 9,988,441 0.03 8.0 1.00 0.07 -
1973 10,256,553 0.03 24.0 2.00 0.07 -
1974 10,533,820 0.03 57.0 1.38 0.07 -
1975 10,827,098 0.03 20.0 (0.65) 0.07 -
1976 11,139,629 0.03 46.0 1.30 0.08 0.14
1977 11,470,631 0.03 89.0 0.93 0.08 -
1978 11,818,138 0.03 36.0 (0.60) 0.08 -
1979 12,178,511 0.03 216.0 5.00 0.07 (0.13)
1980 12,549,780 0.03 150.0 (0.31) 0.07 -
1981 12,930,712 0.03 74.0 (0.51) 0.50 6.14
1982 13,324,388 0.03 40.0 (0.46) 0.94 0.88
1983 13,738,118 0.03 22.0 (0.45) 1.54 0.64
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1984 14,181,633 0.03 36.0 0.64 3.60 1.34
1985 14,661,479 0.03 95.0 1.64 6.72 0.87
1986 15,180,718 0.04 96.0 0.01 14.00 1.08

Sources: Compilation from various Ugdaddinistry of Finance, Planning and Economic Blapment

(MFPED), Uganda Bureau of Statistics (UBOS), Bahkiganda
(BoU) and Index Mundi publications, and Authactamputations there from

The Trend Analysis in Uganda’s Economic Growth

The level of economic growth in Uganda over theeegch period are analyzed through the countryds@mic
growth data and rates. This is done with respetitéagrowth rates in the real Gross Domestic Prodnd the real Gross
Domestic Product per capita. The data are converigd time series and plotted in graphs to aid oleé@n and
interpretation of the trends. The movements in Wdigaseconomic growth along the span of researchedisas the levels
at the beginning and end of the period are thusuated. The summary of the statistics used in teadt analyses is

presented in Table 1.5 below.

Table 1.5: Summary of Uganda’s Economic Growth Stadtics

N Economic Growth 1962 1986 Highest | Lowest | Average
0S. ; ; . ) .
Measures Figures Figures | Figures | Figures | Figures
1 Real GDP
) Growth Rate 0.01 0.00 0.46 -0.12 0.04
5 Real GDP Per Capita|
) Growth Rate -0.02 -0.03 0.41 -0.14 0.01

The Growth Rate in the Real Gross Domestic Product

The time series chart showing the growth rateeaf IGross Domestic Product (Real GDP) in Ugandatfer

period of the research (1962 — 1986) is as showheirfigure below.
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Figure 1.1: The Trend of the Growth Rate in Ugandas
Real Gross Domestic Product between 1962 and 1986
Figure 1.1 and Table 1.3 above indicate that tiegvth rate in Uganda’s Real GDP was 0.01 in 1962 @00 in
1986. Also, over the 25-year period of the reseét®&62-1986), the growth rate was highest in 1953§) and lowest in
1979 (-0.12). The average growth rate of 0.04 eRleal GDP over the period indicates that the Ugartonomy in real
terms grew by 4% annually, on the average duriegptbriod. Negative Real GDP growth figures indidht for those
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years (1973, 1975, 1978-1980, and 1984-1985), thentlan economy contracted in real terms, whiletipesReal GDP
growth figures show that the economy expandedhioséa years (the rest of the period).

The general trend, as seen from the figure abigva, spike in the growth of the real GDP in 1963|ofved
generally by a decline up to 1979, subsequenthalyenerally upward movement up to 1983, and thelovenward
movement for the rest of the period. While it iffidilt to rationalize the 1963 spike, there arermes that the sharp
decline witnessed in 1966 could have been causéafxyper adjustments for the effects of the curyeexchange of that
year (from East African Shillings to Uganda Shij#) on the source data sets. These concerns amaagiven the
measure of moderation in the decline that was dexbin the growth of the country’s Real GDP immasliaafter 1966.
The general decline in Real GDP growth recordedeagbently, up to 1979 (-12%), is the result of pbétical crisis in
the country which worsened in 1969. Thus, in gdnéhe Real GDP growth rate shows a downward, mdulated
movement with even some years of negative growthigh mostly coincide with the periods of intens#itical crises in

Uganda.
The Growth Rate in the Real Gross Domestic Produd®er Capita

The time series chart showing the growth rat¢ha real Gross Domestic Product per capita (RealP GBr

capita) in Uganda for the period of the study (196986) is as shown in the figure below.
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Figure 1.2: The Trend of the Growth Rate in Ugandas Real Gross
Domestic Product Per Capita between 1962 and 1986
As seen from Figure 1.2 and Table 1.3 above, thet rate in Uganda’s Real GDP per capita was2-thQ1962
and -0.03 in 1986. Also, over the 25-year periodhef research (1962-1986), the growth rate waselsigim 1963 (0.41)
and lowest in 1979 (-0.14). The average growth ait®.01 in the Real GDP per capita over the peiitticates
theoretically that the welfare of the each Ugandzsident improved in real terms by 1% annually,rtuthe research
period. There were negative Real GDP per capitavtroates for 16 out of the 25 years, while theé mfshe research

period witnessed positive growth rates.

Three trends could be discerned from the movemaritee growth rate of Uganda’'s real GDP per capéaveen
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1962 and 1986. These are the spike and the dip&8-1964, the mostly positive growth rates up t66,%nd the mostly
negative growth rates from 1967 to 1986. As cowdbserved from Figures 1.1 and 1.2 and Table Ho®e there are
very close similarities in the trends of Ugandarevgth rates in real Gross Domestic Product (ReaP%énd real Gross
Domestic Product per capita (Real GDP per capita) the research period. As is the case with tted RBP growth rate,
it is difficult to rationalize the spike in UgandaReal GDP per capita growth rate in 1963, whitrerare worries that the
sharp decline in 1966 could have been caused brojmep adjustments for the effects of the curren@hange of that year
(from East African Shillings to Uganda Shillingsh ¢he source data sets. For the next 20 years (i®@R86), the
Ugandan economy witnessed mainly negative growtsran its Real GDP per capita; with 15 years réiogy negative
growth rates, and only 5 years posting positivemnofigures. The negative growth rates in the ReBP per capita are
expected as the growth rates in the Real GDP wessethan the 3% average annual growth rate inaihetig/’s population

during the period.

In summary, the level of economic growth in Ugandald be measured by the performance of the two@uic
growth rates; and these are as follows for 19621886 respectively: the growth rate of the Real @DP1 and 0.00),
and the growth rate of Real GDP per capita (-0r2-8.03). These suggest that the level of econgmaeth in Uganda
was worse at the end than at the beginning of #rég of research (1986 and 1962). However, thetipesaverage
growth figures (0.04 and 0.01) indicate a margingdrovement in the level of economic growth as veslla measure of

stability in the growth of Ugandan economy over plegiod.
FINDINGS

The evaluation of the level of economic growthUganda during its period of economic regulatiorgrspng

between 1962 and 1986, has yielded a number ahfischs discussed hereunder.

First, and as seen from the above presentati@amosegic growth in Uganda, measured by the growth imReal
GDP, was 1% in 1962, 0% in 1986, and averaged 4&6 e research period (1962 to 1986). Thoughetel lof growth
recorded in Real GDP at the end of the researdgér 1986 (0.00) was less than the level at tegirming in 1962
(0.01), the average growth rate of 0.04 reflecténggrovement in the economy. Thus, the study discothat there was
an improvement in the level of economic growth igadda (as measured by the growth rate in Real GRR)ss the
period of research (1962-1986).

Second, the level of economic growth in Ugandaasuesd by the growth rate in Real GDP per capites 2%
in 1962, -3% in 1986, and averaged 1% over thearebeperiod. Once more, though the level of groretorded in Real
GDP per capita at the end of the research perid®&®6 (-0.03) was worse than the performance abdiginning in 1962
(-0.02), the average growth rate of 1% reflectsaagimal improvement in the economy. Thus, the stdidgovers that
there was a marginal improvement in the level afnemic growth in Uganda (as measured by the groatdh in Real

GDP per capita) across the period of research (1988).

Third, there appears to be a striking semblangkdrrends of the growth rate in Real GDP andytiesvth rate in
Real GDP per capita in Uganda over the researdbdeBubject to further analysis, this is an intlma of the closeness
between the Real GDP growth rate and the growth satUgandan population. This possibly justifiee thse by some
researchers of either the growth rate in Real GDfe@growth rate in Real GDP per capita (rathanthoth measures) as

the proxy for economic growth in the country. Howe\this attribute could be peculiar to Uganda.
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Fourth, the high and rising rate of inflation indgla, which crossed the 200% per annum mark itatbel970s,
seriously constrained its economic growth. As cdaddseen from Table 1.3 above, while the growtbsrat nominal GDP
and nominal GDP per capita were almost all positiveng the period, the real GDP and real GDP peita respectively
recorded seven and sixteen negative annual gratgls during the 25-year period. Further, the noh@iaP and nominal
GDP per capita, on the average, recorded annusitign@tes of 37% and 32%, while their respectiveuah real growth
rates were 4% and 1%. The implication of theséas the growth in Ugandan economy (measured byredh both the
growth rates in real GDP and real GDP per capita)icc have been far greater had the country recofdedower

inflationary rates during the period.

Finally, the political crises in Uganda obviouslgnstrained its economic growth. While the countgorded
almost all positive growth rates before the eseatadf the crises in the early 1970s, almost &l tlegative growth figures
were posted during its period of crises. This d¢jeahows the negative impacts of the political €sion the county’s
economic growth, and leaves to imagination the @spive economic picture the country could haveegmtesi had it

enjoyed peace during the period.
RECOMMENDATIONS

In the light of the findings from the study, a roen of recommendations are made towards improviadevel of

economic growth in Uganda. These recommendatiandiacussed hereunder.
Removal of Excess Liquidity in the Economy — To Canol Inflation

In order to achieve a higher level of growth, Udmmeeds to control its rate of inflation. Lowelftationary rates
would bring closer the nominal and real measureth®fcountry’s economic growth (growth rates in G&tl GDP per
capita), and engender higher growth figures. Stheehigh inflation during the research period couddve resulted from
the expansionary monetary and fiscal policies efgbvernment over time, both policies should bktéged with a view
to controlling or reducing the quantity of moneydinculation in the economy, and consequently tanthre inflationary
pressure in the country. These should involve #eeaf taxation, open market operations, and otbkeypinstruments that

would suck-up the excess liquidity out of the eaqago
Control of Population Growth — To Improve the Country’s GDP Per Capita

There is the need to control Uganda’s rapid pdjmragrowth if the country is to accelerate its momic growth,
in order to attain the desired status of a middé®ime country in the nearest future. As already,ge@pulation figures are
key in the determination of a country’s Gross DoteeBroduct per capita (GDP per capita); one of rieasures of
economic growth of any country. The population gfaldda has been growing at between 3% and 4% pemamith the
high growth rate placing severe pressure on ecan@md other resources of the country. As reportedhk Policy
Review Newsletter in its January-February 2010dsive Donor Group in Uganda, through the then wBdnk Country
Manager in Uganda, Ms Kundhavi Kadiresan, on Fepr2a"-28" 2010, at the Government’s Policy Focus by Local
Development Partners Group in Uganda, counselsdhdiganda to grow into a middle income countkeliThailand or
Malaysia in the next fifteen years, it needs higheonomic growth (of close to 10% per annum) angelopopulation
growth. The Group observes that Thailand had theesaDP per capita as Uganda in 1963, but becamiédlarnincome
country eighteen years later; Indonesia had theesaDP per capita as Uganda in 1978, but becameddlanincome

country seventeen years later; and Malaysia gré®%.in per capita terms over twenty years from 186@cquire the
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new status. These three examples clearly illustretelose relationship (even if not causationjveen population growth
rate and per capita income. It is instructive thating the periods of dramatically rising per capitcomes in these three
countries, their fertility rates fell by between%4@nd 50%. Thus, Uganda would not record impregsérecapita growth
over time if it continues to have a high populatgmowth rate. The Government should, therefore, lacgppopulation
control measures if the country’s hopes of attgrtime status of a middle income country in the estafuture is to be
achieved. Such population control measures shauitbde massive public enlightenment on populatissués and

expanded universal education (which delayed childring, especially in females), amongst others.

Political Stability - Maintaining the Stability of Ugandan Polity to Avoid a Relapse to Political Cries which
Constrain Economic Growth

Finally, there is the need to maintain and impromehe stability of Ugandan polity if the countsyto hasten its
drive towards economic development. The negatiygatts of the political crises of the 1970s and $9&0the Ugandan
economy are too glaring from the study. Economaagh (measured by the growth rates in Real GDPRewl GDP per
capita) was constrained, and only improved marbjinglometimes recording negative growth figures. oiserved by
Ochieng (1997), Ugandan real per capita incombeend of the crises in 1986 had gone below th@ 1&zI. Thus, the
Government should emplace measures that would preveelapse to the acrimonious politicking that tiee country into
the political crises of the 1970s and 1980s, if tloeintry is to quicken its economic growth paceefcally, the
Government should ensure that its political opptsene not unduly harassed, that the freedom optéss is unfettered,

and that a level-playing field is provided for #t@nduct of free and fair elections in the country.
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