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1. In Upganda the Government has no definite pclicy on industrial location
and no pressure hac been oxerted on private investors to influence them in this
matter, howvever, the need for a reasonavle distribution of inductries has been

pointed out to investors.

Z. Industrial location 1s concentrated ir three urban centres, Kampala,

Jinja and Tororo. Thesc areas combine an extensive resource base with the large
and growing local market. They have z high degree of accessibility to the
resources and markets ot the rest of Uganda and parte of the neighbouring
countries and they enjoy an advanced urban infrastructure arnd availability of
labour, particularly of the semi-skilled and skilled clasees. These areas

have old established industries and are relatively more develcoped than the rest

of the country, which makes them morc attractive to new industries.

3. Industrial location will probably continue to be concentrated in these
centres while the rest of the country remaine reclatively unindustrialized.
Workers will drift to these centres and slum areae with their shortages of
basio utilities wil! grow and become congested. To some cxtent this has
alroady started i:. Uganda; the numbcr of unemployed in the industrial centres
is increasing. Efrorts are being made to urgc workers to return to the land

and to concentratc on agricultural development in their local arcas.

4. A shortage o capital is the main constraint to the epread of industrial
location in response to equity considerations and pelitical pressure. The best
policy for the time being is to concentrnte industrial location in those
centres where eccornomic factors make the return on any investment attractive

Bo as to aid the pace of over-all devclopment. The rest of the country should
concentratc on agricultural development in order to raise the income of the
rural populetion. This will attract the market-oricented industries, partici-
larly food-processing, to more urban centres in Uganda. The difficult problem
ia to convince the rural population that this is the bcst coursc for the

economy of the country.

Se The problem of industrial location in Uganda is directly rclated to the
economic development of the country because the devclopment of industry plays
a major role in the over-all dcvelopment of the nation. The problem is there-
fore one of deciding the pace of regional development by means of industrial

location,
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€. The unfortunate fact zbout industrial location in Uganda is that the
Government has no statcd policy on the subject. There has ncver becen any
statement on industrial location and its rroblems, although implicitly the need
for a fair distribution of industrics and general cconomic development in the
country has been rcferrcd to. Indirectly, thcrefore, thc Government does have
some objcctives regarding industrial location, although no pressure has becon

excrted on private fims to influence them.

7. In discussin; the problems of industrizl location and rcgional develop-
ment in Uganda, it is best to examine first wnat has actually happened without

the guidance of a definite statcd policy.

8. Until very recently industries in Uganda were located in the urban contres
of Kampala, Jinja, and to a lesscr extent in Tororo. The main rcason for indus-
trial location in thesc centrcs is that they are rclatively more developed than
any other centres in the country, and other areas have been too undeveloped to
attract industrics. Therc arc other factors which have favoured industrial
location in thcse centres and they will be discussed in greater detail later

in this paper.

9. The threc industrial centres of Kampala, Jirja and Tororo havc the oldest
ostablished industrics in the country which makc them attractive for new indus-
trial investment. lew investors want to cstablish industries in places which

are alrcady developed in order to enjoy iexternal economies’.

10. Among the factors which have influcnced the location of industries in
Kampala and Jinja are: the existence of a large urban infrastructure, a large
local market, and a high degree of accessibility to thc resources and markets

of the rest of Uganda and parts of the ncighbouring countries. The large local
population, with a rclatively higher income than the average in the country,
provide a substantial narket for industrial products. There is also a readily
available supply of labour, particularly of the semi-skilled and skilled classes,
which are in short supply in the country as a wholc and therefore extremely
gcarce in the other urban centres. Each of the three centres has some advant-

ages peculiar to it which have influenced the location of particular industries.
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11. Tororo in the Zastern region of Ucoonda has developed ag o centre for
heavy industry duc to the existence of raw materiale, an advanced infrastruc-
ture, good roads, ~ ~ailiray and clectricity. Tororo hao a cement factory and

a fertilizer plant boih of which ure row materiale found in the area. In this
instance transportation costs of raw materizle outweighed all other factors
bearing on the location of industry =& it would have been oxtremely uncconomical

to transport raw moterials from Tororo to ~ny other place.

-

12, Jinja at the source of the ilile cnjoys many more advantages ac an indus-
trial centre than the other two places, the most important being availability
of water and clectricity. Therc is aiso 2 non-economic factor which has played
a deciding role in the frequent choicc of Jinja »s a location for industries -
it happens to be the home of one of the richest Asian cntreprencurs in the
country. A number of industries includin; o textile mill 2nd a steel mill

have becn sct up by this entrepreneur who has his hecadquarters in Jinja. The
location of other industriecs have a2lso becn determined by rich cntrepreneurs.
Some Asians settleé in Ugcada many ycars ago and after acquiring capital they
set up manufacturing industries. In euch cascs the location factor was decided
by the ontrepreneur who z1so madc the important decision conccrning what to
produce. Lugazi, a small trading centre betwecn Jinja and Kampala hos scen
some industrial growth solely because it is the home of another rich Asian
entreprencur. Besidee 2 sugar factory, » nunber of manufacturing industrics

have been sct up there.

13. Kampala hae ;rown up as a ccutre for licht induetry. The fact that this
ig the commercial centrc and capital city of Ugandzn makes it attractive to
industrial location becausc of thc proximity to government offices and the
availability of commercial znd financial facilities. This is nainly a centre
for market-orientcd industrice and the oxistence and cxpected continued growth

of the local market play = very important part in attracting industries.

14. The outstanding featurc of industrial location in Uganda is thc concen-

tration of industry in Kampala, Jinja and Tororo, with the rest of the country

relatively unindustrialized. The Governnent hac recognized that these three
centres have so many advantogee over the rest of the country thot nothing much
can be donc to influcnce location clsewhere without incurring considerable cx-—
pense. If left on its own, industrial location will continue to be concentrated
in these threc centres since it is hure that it is possible to benefit from the
econonics of concentration and it is in these centres thet the return on invest-

ment is most likely to reach 2 maximun,
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15. The outcone of this will be the continucd growth of these three centres
while the rcst of the country remains at a relatively low level of industrial
growth nd over-all devclopnent. Vorkers uill continuc to be attracted to
thesc industrinl contres with the result of = ¢rowth in slun areas, a shortage
of basic utilities and gencral congecstion, At the same time social problems
will arisc and families will be broxen up in Tural arcas because of men going
to the towns to scek eriployment and loaving their wives behind. The develop-
ment of rural arcae will further be inhitited by the drain on the local popu-
lation. In Uganda this has alrcady been truc to some cxtent and efforts arc
being made to discouragc pcoplc from moving to towns. Also those who arc
alrendy in congcsted arcas and uncmployed arc being urged to rcturn to the land
and help in thc development of their rural arcas instcad of roaming about the

cities looking for cuployment.

16. In rccent years, however, the Governmont has also begun to cncourage

the sctting up of industrics in other urban ccntrcs of the country where the
availability of local resources will permit industrial location., This ohange
nay be duc to political pressurc. The Uganda Devclopment Corporation (u.Dn.C.)
which is a Government-sponsorced body whosc aim is to further cconomic development
especially in the industriul sector, has recently tricd to diversify location
of its industrics. It has rccently sct up ~ meat-canning factory in Soroti in
the eastern region, a starch factory in Lira in the northern region and also a
spinning mill is to be sct up there shortly. A new coment factory is plannod
for Kagose where row naterials arc availatble and there is a railway link with
Kanpala for distribution of the cement. Thesc new industries will undoubtedly
be  rofitablc for local arcas in terms of providing cmployment, but whother
they will beconc self-sustaincd and attract other industries reneins to be
scon. It should, howcver, bc crphasized that U.D.C.'s policy of diversifying
the location of industry is still chicfly governed by ccononic factors such
as the presence of natural resources in the arca and facilitics such as power

end transportation.

17. The problen is that Ugznda like many other dovcloping couniries is
oxtrcnely short of capital, so in order to 1chieve the maximum rate of

dovelopment industries nust be sct up in places where they will contribute the

" most to the over-all devclopnent of the country.
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18, Regional equality is limitcd because of the lack of capital and resources
to implement the nccessary measures. Since the Government must provide the
basic infrastructurc which is very costly and on which the return ie long-term
and uncertain, developrmient in response to ccuity considerations and political
pressure is still very limited. There ic a definite clash between the need

to achieve the maximum ratc of development for the countrv as 2 whcle, and
equity considerations which call for balanccd development among the various

regions,

19. Besides lack of capital, therc are also other constraints on regional
industrial development. Thesc include the limited size of the local market,
limited raw matcrial resources, and the lack of ekills and menagerial ability.
The high initial cost of constructing electricity tranemission lincs over long
distances also limits the wider dispersion of industrics in Uganda. Indus-
tries with large power requircments must locate ncar to the source of power
supply. All of these factors conbine to limit the wholc pace of development
and a choicc nust be made to decide where development is to take placec, since
it is impossible to deveclop all areas to the same extent. In fact some Flaces
in Uganda, particularly in the northern and western regions are virtually un-
opened, and any development® there is likely to cost so nuch in terms of in-
vestment that it would be unwisc to try to do cnything nt thic critical stage
of thc country's development. It is better to concentrate development cfforts,
particularly as far as industrial devclopment is concerned, in a few centres
which are already developced end which can become sclf-sustained in order to
bring about a high ratc of deveclopment for the country as a whole. Some
regions therefore, will have to remain relatively undeveloped for some time to
come. The problem is to convince the rural population that it is in the

interest of the country to concentrate industrial location in a fow urban

centres,









