


African Economic Development

This book challenges conventional wisdoms about economic performance and possible
policies for economic development in African countries. Its starting point is the striking
variation in African economic performance.

Unevenness and inequalities form a central fact of African economic experiences. The
authors highlight not only differences between countries, but also variations within coun-
tries, differences often organised around distinctions of gender, class, and ethnic identity.
For example, neo-natal mortality and school dropout have been reduced, particularly for
some classes of women in some areas of Africa. Horticultural and agribusiness exports have
grown far more rapidly in some countries than in others. These variations (and many
others) point to opportunities for changing performance, reducing inequalities, learning
from other policy experiences, and escaping the ties of structure, and the legacies of a
colonial past. This study rejects teleological illusions and Eurocentric prejudice, but it does
pay close attention to the results of policy in more industrialized parts of the world. Seeing
the contradictions of capitalism for what they are – fundamental and enduring – may help
policy officials protect themselves against the misleading idea that development can be
expected to be a smooth, linear process, or that it would be were certain impediments
suddenly removed.

The authors criticize a wide range of orthodox and heterodox economists, especially for
their cavalier attitude to evidence. Drawing on their own decades of research and policy
experience, they combine careful use of available evidence from a range of African countries
with political economy insights (mainly derived from Kalecki, Kaldor and Hirschman) to
make the policy case for specific types of public sector investment.
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Praise for the Book

This is a stunningly good book: historically grounded, rich with evidence and examples,
skeptical of the conventional wisdom, and infused with a realistic ‘bias for hope’ that
counters the over-pessimistic and over-optimistic analyses of many far less thoughtful
writers. Read it and be inspired.

Deborah Brautigam, Bernard L. Schwartz
Professor of International Political Economy,

Director of the SAIS China Africa Research Initiative,
Johns Hopkins School of Advanced International Studies (SAIS)

Somewhere between a bird’s eye view of Africa’s development dilemmas and a pragmatic
assessment of the intricacies of policy making the authors of this book found a superb
niche: to guide us through what is essential because it is often different from the common
views. A masterful undertaking that will become essential reading for African policy makers
eager to deepen their thoughts.

Carlos Lopes, Professor, Nelson Mandela School
of Public Governance, University of Cape Town

Cramer, Sender and Arkebe do an excellent job of looking at the theories of economic
development from a refreshing perspective. And I highly welcome their belief in African
policymakers to make good decisions when presented with robust evidence. Development
practitioners around the world will benefit immensely from this book, as it challenges
accepted economic theory, while providing intriguing alternatives.

K.Y. Amoako, Founder and President,
African Center for Economic Transformation,

and former Executive Secretary
of the UN Economic Commission for Africa

African policy makers generally struggle to find evidence to support initiatives they would
like to pursue. Pressure on them to find such evidence has grown as the number of
‘stakeholders’ interested in the outcomes has grown. This book on economic development
in Africa is designed to help them in their pursuit of what is good economics, relevant and
more easily manageable. It is a great complement to the recent volumes on African
development, offering a refreshingly different approach that appeals to common sense
and the new realities of the region.

Ernest Aryeetey, Secretary-General of the African Research
Universities Alliance, former Vice Chancellor of the University of Ghana

In this remarkable book, Cramer, Sender, and Oqubay present a view of Africa unlike
anything we have seen. Facing head on the brutality of capitalism in Africa—as elsewhere—
they show how nonetheless it has brought about significant, if uneven, progress in human
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welfare. Analysing trends in structural transformation, they never lose sight of the welfare
of ordinary people. Acknowledging the weight of history, they show how a country’s
prospects are mainly shaped by what a country does, not what it is and has. They offer
realistic optimism for a continent where policies have too often been crippled by fatalism. It
is one of those very rare books that make you see the world differently after you have read it.

Ha-Joon Chang teaches economics in the University of Cambridge
and is the author of books including: Kicking Away the Ladder and

Economics: the User’s Guide

Cramer, Sender and Oqubay offer us in this book not only their deep knowledge of African
economies and their challenges—with their inherent diversity—but also of other develop-
ment experiences. Based on the evidence that these experiences provide, as well as an
interdisciplinary framework, they put forwards an ambitious agenda for investment and
structural change for African development that overcomes the over-pessimism but also the
over-optimism of many alternative proposals.

José Antonio Ocampo, Professor Columbia University,
and Chair of the UN Committee for Development Policy

Africa is a fascinating continent, and this superb book provides the depth of insight that is
often missing in other commentary which tends to the extremes of pessimism or over-
optimism based on simplistic notions of how economies function and evolve.

Tony Addison, Chief Economist/Deputy Director, UNU-WIDER

Arguing against both ‘African pessimism’ and the naïve optimism of ‘Africa rising’, this
innovative book makes the case for ‘possibilism’. This is not just another economics
textbook on Africa: it is deeply interdisciplinary and draws not only on history, politics,
anthropology, and soil science, but strikingly too on the world of art and literature. The
authors offer an unmistakeably progressive political economy, unafraid to challenge weak
arguments of radical ‘left’ economists as much as the worn-out narratives of the
mainstream.

Vishnu Padayachee, Distinguished Professor and
Derek Schrier and Cecily Cameron Chair in Development Economics,
School of Economics and Finance, University of the Witwatersrand,

Johannesburg; life-Fellow of the Society of Scholars,
Johns Hopkins University, Baltimore and Washington DC
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workers� are included, the estimated unemployment rate in early 2019 was 40
per cent. The �New Growth Path�, announced in 2011, reasserted the need
for a very orthodox, contractionary fiscal policy. Despite international applause,
it did not do the trick.�� More recent government macroeconomic policy
proposals have reproduced the fiscal orthodoxy�yet again�and are unlikely
to succeed.��

There does appear to have been a genuine tragedy of economic growth in
South Africa: investment has been sluggish; unemployment is high; inequality
rose after the end of apartheid and has remained extremely high, the main
reason being high inequality in the labour market; and the real rate of GDP
growth has stuttered like a car running out of fuel for decades.�� The element of
inevitability about this tragedy stems from religious adherence to economic
policies following the �treasury� line, favouring minimal state intervention, an
overvalued currency, and a prioritizing of anti-inflation through macroeco-
nomic �prudence�.
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Figure 2.5 Investment and unemployment in South Africa, 1985�2016
Source: ILO for unemployment data. World Bank Indicators for Gross Fixed Capital Formation
Database (2018).

�� Tregenna (2011). �� Adelzadeh (2019).
�� Leibbrandt, Finn, and Woolard (2012); Finn and Leibbrandt (2018).
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2.5 Disappointment, Violence, and the Oppression
of Women in Sub-Saharan Africa

Violent Conflicts

While evidence on violence is unreliable everywhere in Africa, an especially high
number of deaths have been directly linked to armed conflicts in some countries
in 2017. Figure 2.6 shows high estimates of casualty levels in Nigeria, South Sudan,
Somalia, and DRC. The latter is a classic example of problems with data on
violence. Global media paid attention to International Rescue Committee (IRC)
estimates of 5.4 million fatalities in warfare in DRC between 1998 and 2007. It
became clear that the IRC had used inappropriate assumptions to extrapolate
from specific survey sites that had experienced particularly intense fighting. An
alternative approach, covering the same period and drawing on the same survey
evidence but making different assumptions about pre-conflict mortality rates,
came up with a much lower estimate�less than a million.��

Between 1989 and 2017, Rwanda, Ethiopia, DRC, Sudan, and Nigeria
recorded fatality numbers from organized violence that were among the highest

0 2,000 4,000 6,000

Sudan

Ethiopia

DRC

South Sudan

Nigeria

Somalia

Battle deaths Violence against civilians
Remote violence Riot/protest deaths
Other

Figure 2.6 Countries in sub-Saharan Africa with the highest number of deaths in
violent conflicts, 2017
Source: ACLED (2017).

�� Human Security Report (2013).
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anywhere in the world. Between 2016 and 2017, the number of non-state
conflicts in African countries increased dramatically, including several different
conflicts in Nigeria, Sudan and South Sudan, DRC, and the Central African
Republic (CAR).�� There is evidence that the greatest suffering caused by
all types of violent conflict is experienced by women and girls, who are
affected by the indirect effects of war, such as reduced access to food, health
services, and clean water. This may be reflected in a narrowing�across a wide
sample of conflicts�of the gender gap in life expectancy between women
and men.��

Intimate Violence and the Blaming of Girls

With or without large-scale armed conflicts, violence against women and girls is
prevalent. Intimate partner violence is, again, extremely difficult to measure
accurately, but it seems to be a commonplace feature of African women�s lives,
as Achebe suggests:

[A] concerned neighbour once called the police station and reported that a man
was battering his wife and the Desk Sergeant asked sleepily: �So Therefore?� So,
behind his back, we call him Mr �So Therefore�.�¹

Figure 2.7 uses the best available data in 2018 to suggest that in several African
countries more than 20 per cent of surveyed women between the ages of 15 and 49
had experienced intimate partner violence within the past year, with the figure
rising to well over 30 per cent in some countries. In Sweden and the UK the figure
is around 6 per cent.

As discussed in Chapter 8, teenage pregnancy is an excellent predictor of poor
life outcomes for both children and women.�² In a number of African countries, a
very high percentage of women have at least one child before they are 18.
Mozambique is perhaps the most extreme case, with the proportion of women
giving birth before they turned 18 (40 per cent) having barely changed between
the early post-war years and 2012. But in the rural areas of some other countries
(Chad and the CAR) close to 50 per cent of young women give birth before they
are 18. And, in both rural and urban Africa, girls living in the poorest households
are most at risk of teenage pregnancy.�³

�� Pettersson and Eck (2018); https://www.acleddata.com/data/.
�� Plümper and Neumayer (2006). �¹ Achebe (1987: 35).
�² Jeha et al. (2015); Corcoran (1998).
�³ https://data.unicef.org/topic/maternal-health/adolescent-health/.
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One obvious explanation for these high rates of early childbearing is enforced
child marriage. Data from Amhara regional state in Ethiopia show that well over
half of rural women and girls are married before they turn 18, with 15 being the
median age at first marriage among 20�49-year-old women.�� In some countries a
very high proportion of women, especially unmarried women, have unmet
contraception needs. In Uganda, for example, well over half of unmarried
women aged 15�49 expressed unmet demand for contraception (Figure 2.8).
Social attitudes, often reinforced by political leaders (or their wives), compound
the often-coercive conditions that young women must endure. In 2017,
Tanzania�s President insisted that pregnant students be excluded from schools,
with Burundi�s Minister of Education following suit in 2018.��

If the welfare of teenage girls is harmed by policy choices or neglect, it is
unsurprising that some countries have lagged behind the more general African
trend (discussed in Section 2.8) towards declining fertility rates. In Angola,
Uganda, Chad, and Nigeria, for example, average fertility rates are still exception-
ally high, at more than 4.5 live births per woman.��
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Figure 2.7 Proportion of women reporting physical and/or sexual violence in selected
sub-Saharan African countries
Source: UNDS (2018).

�� Jones et al. (2018: 45).
�� Martínez, Odhiambo, and Human Rights Watch (Organization) (2018). �� UN (2017).
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Dying Young

West and Central Africa suffer the highest rates of under-5 mortality (U5MR)
anywhere in the world: on average 98.7 deaths per 1,000 live births across these
regions. That is roughly 15 times higher than the high-income country average.
There are U5MRs higher than 100 per 1,000 live births in Angola, Chad, Somalia,
CAR, Sierra Leone, Mali, and Nigeria. However, U5MRs in Africa cannot be
explained at the national level. Instead, it is necessary to look at the local factors
increasing mortality risks. Researchers from Stanford University conclude that not
only are U5MRs in sub-Saharan African nations highly heterogeneous but that
subnational factors account for more than three-quarters of the overall variation in
mortality.��Their results support the policy casewemake for targeting (inChapter 8).

2.6 The Best of Times: South Africa

Electricity provision can fundamentally improve living conditions�allowing
reading at night and much safer cooking, for example. There is no doubt that
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Figure 2.8 Percentage of women with unmet need for contraception (selected sub-
Saharan African countries)
Source: Guttmacher (2016).

�� Burke, Heft-Neal, and Bendavid (2016).
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South Africa has made great strides since the early 1990s, when access levels were
less than 40 per cent. By 2012/13, more than 85 per cent of households reported
being connected to the electricity grid.��

Neonatal deaths may still be unacceptably high in South Africa but in fact
the U5MR in the country has been falling dramatically, from around 80 per 1,000
live births in 2003�5 (the peak of the AIDS epidemic) to 37 per 1,000 live births
by 2015. This has not been the only positive demographic change in South
Africa. The rise in the percentage of girls giving birth before they are 18 has
tailed off and may be in decline. National Adolescent Friendly Clinic Initiative
facilities are providing reproductive health advice targeted at young people.
These facilities have been associated with extended schooling for girls, higher
wages among employed young adult women, and improved health for children
born to young women.��

By 2015, 92 per cent of 5 and 6 year olds (pre-school age) were in some form of
educational establishment, a rise of 38 per cent since 2002. In three provinces
(Gauteng, the Free State, and the Western Cape) more than 90 per cent of children
have access to safe water. Though easy access to safe water remains inadequate in
Limpopo, KwaZulu-Natal, and the Eastern Cape, dramatic progress has been
made in the latter two provinces.¹��

After years of massive losses of life and disability-affected life years (DALYs),
the government was forced to abandon its AIDS denial stance. A surge in
funding after 2005 resulted in, among other things, the world�s largest anti-
retroviral programme.¹�¹ More than 98 per cent of pregnant women attending
antenatal clinics were tested for HIV and more than 92 per cent of HIV-positive
pregnant women received treatment.¹�² More broadly, there have been import-
ant improvements in health-care capacity. Between 1996 and 2016, the esti-
mated number of physicians per 1,000 people rose from 0.593 to 0.818. There
were only about 2,000 black African medical practitioners in the public sector in
2001 but by 2016 there were nearly 7,500. Meanwhile, the number of nurses on
the South African Nursing Council register rose by 74,000 (a 35 per cent
increase) between 2008 and 2017.¹�³

2.7 Sub-Saharan Africa: Light at the End of the Tunnel?

After 2000, when African growth seemed to be outstripping much of the rest of
the world, a new oversimplified narrative replaced that of the �Africa dummy�.

�� Harris, Collinson, and Wittenberg (2016). �� Branson and Byker (2018).
¹�� Jamieson et al. (2017). ¹�¹ Mayosi and Benatar (2014). ¹�² Cooper et al. (2016).
¹�³ https://data.worldbank.org/indicator/SH.MED.PHYS.ZS?locations=ZA; http://www.sanc.co.za/

stats/stat2017/Growth%202008-2017.pdf.
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Now the story was of �Africa Rising�: there were hyperbolic celebrations of growth
spurts and fables of �Lions on the Move�; and the discussion of policy lessons
focused on the positive contribution of governance �improvements� and elections.
Facts that had previously heralded a dark and hopeless future, such as the �youth
bulge�, were now turned into the stirrings of development resurgence. So the age
composition of Africa�s population and its rate of growth came less to define a
�security demographic� fear, but now promised a valuable �dividend��a rapidly
growing consumer market and source of (cheap) labour.

Despite exaggerated prognoses, there actually is evidence of socio-economic
changes in much of Africa that are remarkable by historical standards. These
changes�the improvements in women�s welfare above all�go deeper than a brief
spurt in GDP growth or momentary upticks in �doing business� scores.¹�� In this
book, we will outline important evidence of development across a range of
indicators in Africa. However, we also stress that this experience of economic
and social change has been uneven, both over time and across (and within)
countries. We underline the need to consider a more complex protagonist in
narratives of development in Africa.

We have already shown that in some African countries a very high percentage
of women give birth as adolescents. This, though, is only part of the picture.
Figure 2.9 shows that in a number of other African countries a far smaller share
of women experience teenage pregnancies. This figure also shows that there
have been declines in the incidence of teenage live births in a few countries, with
Senegal being just one example (down from 27 per cent to 18 per cent between
1998 and 2016).

The prospects for further reductions are encouraging. Not everywhere has
political leadership that stokes the stigmatization of schoolgirl mothers and
limits access to condoms.¹�� Many African countries have already enacted laws
protecting the rights of young women to return to school after giving birth.
Some have addressed particular barriers to their return by removing school fees
and indirect costs; others, for example Senegal and Cape Verde, have provided
facilities for breastfeeding mothers; and Zambia allows for flexible learning
timetables.¹��

There is evidence of dramatic and deep fertility declines, as can be seen in, for
example, Ethiopia and Rwanda since the early 1990s (Figure 2.10). Overall, the
fertility transition (the decline in the average number of births per woman to a

¹�� If the Doing Business Index was not already questionable, its weakness became widely recognized
when the then World Bank chief economist, Paul Romer, suggested that Chile�s ranking had been
politically manipulated to reflect badly on particular Chilean administrations (https://eurodad.
org/doing-business-report).

¹�� In Uganda, Pentecostalist campaigns supported by Janet Museveni have explicitly and repeatedly
opposed the marketing and distribution of condoms (Bompani and Brown, 2015).

¹�� Martínez, Odhiambo, and Human Rights Watch (Organization) (2018: 11).
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Figure 2.9 Percentage of women who had at least one child by the age of 18 (selected
sub-Saharan African countries, 1995�2016)
Source: UNICEF (2018).
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Figure 2.10 Rapid fertility decline (selected sub-Saharan African countries)
Source: UN (2017).
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generally agreed figure of two) has advanced quite rapidly in Africa�s urban areas.
The fertility transition is almost complete in Botswana, Lesotho, Swaziland, urban
Kenya, and, remarkably given income levels, urban Ethiopia. Set against this, in
five countries that have been through wars and not had effective family planning
policies�Angola, Mozambique, DRC, Congo (Brazzaville), and Cameroon�the
rural fertility transition has barely begun.¹��

With fewer very young women becoming pregnant and with better public
health and improved living standards reflected in falling fertility rates, some of
the risks of maternal mortality fall away. On average, the maternal mortality rate
in sub-Saharan Africa fell from 987 deaths per 100,000 live births in 1990 to 546
per 100,000 in 2015. This, of course, masks wide variations, with improvement
in the maternal mortality rate especially striking in some countries. In Ethiopia,
for example, the rate fell from 1,250 to 353; while in Rwanda it fell from 1,300
to 290.¹��

We could present additional demographic statistics to illustrate disparities in
rates of improvement in women�s well-being within and between African coun-
tries. We could, for example, chart dramatic trends in the educational status of
women�such as the exceptional acceleration after 2000 in the median number of
women enrolled in tertiary education in Ghana, Tanzania, Côte d�Ivoire, and,
above all, in Ethiopia.¹�� We prefer, however, to shift gear�to provide a different
type of illustration of changes in the status of some African women. In 2017, an
all-female African crew (Figure 2.11) took charge of a Boeing 777 flight from
Addis to Lagos; they are emblematic of an expanding cohort of female technical
graduates who have begun to find it possible to overcome daunting historical
prejudices.¹¹�

Millions of women continue to suffer because, as noted, a high proportion of
their children die before reaching the age of 5�especially in West and Central
Africa. But 90 per cent of sub-Saharan African countries had a faster average rate
of reduction (ARR) of U5MR between 2000 and 2015 than they had in the 1990s.
In 21 of these countries the 2000�15 ARR was either a reversal of a negative trend
in the 1990s or represented a tripling of the 1990s ARR.¹¹¹ Nine sub-Saharan
African countries achieved a steady, linear decline in U5MR over the entire
1950�2000 period. Some recent trends captured by the data on armed conflict
have clearly contributed to improvements in infant mortality. In countries as
diverse as Angola, Burundi, Ethiopia, Rwanda, and Uganda, levels of fatalities
directly caused by armed conflict have declined sharply in the past 10 to 25 years.

Most violent conflicts�state-based or otherwise�affect relatively small geo-
graphical areas of African countries, except in Somalia. In addition, armed conflict
has become less violent, at least in the sense that the number of battle deaths is

¹�� Garenne (2018). ¹�� https://data.unicef.org/topic/maternal-health/maternal-mortality/.
¹�� http://data.uis.unesco.org/. ¹¹� Egne (2014). ¹¹¹ You et al. (2015).
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relatively modest. Fatalities from state-based conflict and one-sided violence have
both fallen markedly since around 2000 compared to the 1990s.¹¹²

Progress in addressing the AIDS/HIV epidemic, in the provision of safer water
and in access to electricity is not restricted to South Africa. Wider access to anti-
retroviral drugs (ARVs) has led to a striking recovery in overall life expectancy.¹¹³
The World Health Organization (WHO) estimates that 43 per cent of people in
sub-Saharan Africa gained access to an improved drinking water source between
1990 and 2015.¹¹�

In 1990, a mere 16 per cent of sub-Saharan Africans had access to electricity; by
2016 this figure had risen to 43 per cent.¹¹�

2.8 Nigeria is a Country

The very idea of a homogeneous �country� or economy like Nigeria needs to be
pulled apart. There are many sources of variation in Nigeria (as in other coun-
tries). One very striking indicator is the regional disparity in girls� education. In

Figure 2.11 The first all-female air crew on Ethiopian Airlines
Source: Ethiopian Airlines.

¹¹² Bakken and Rustad (2018). ¹¹³ UNAIDS (2016). ¹¹� WHO and UNICEF (2015).
¹¹� World Development Indicators.
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high compared to costs in South Asia and South East Asia.�� In such circum-
stances, political risks loom larger too, with governments having to absorb a great
deal of the risk in order to provide collectively enjoyed goods such as rural
electrification and irrigation.

An example of these dynamics can be seen in Ethiopia�s Upper Awash Valley,
in which there is an ungraded road strung with sizeable farms on privatized land
capable of extremely high-value output: fruits, flowers, and wine grapes. None of
these enterprises has been able (or willing) to finance expenditures to improve the
road, and despite repeated pledges by the regional government, nothing was done
for years. This directly hits profitability and earnings, with a farm manager for a
very large fruit growing and processing enterprise estimating that this business
loses 12 per cent of the export value of packaged passion fruit puree because of
damage done when the cartons are shaken up on the bad road.��

Investment, Savings, and the Question of �Crowding Out�

Governments do not compete against the private sector, shrinking a pool of
savings that would otherwise be used to fund efficient private sector investments.
Rather, the government may build up deficits through productivity-enhancing
expenditures that generate incomes (and savings), raising profitability across all
sectors and creating further scope for private sector investment, as well as incomes
and savings, to rise. The World Bank�s most recent discussion of the relationship
between public and private investment in Africa may be rather unsophisticated�
based on crude cross-country statistical evidence, but they conclude that there is a
significant positive association across the 26 countries studied�that is, public
investment crowds in private investment.��

The same grudging acceptance that large-scale public expenditure can drive
growth in low-income countries characterizes an assessment of the recent record
in Ethiopia. Assuming unquestioningly that Ethiopia�s heterodox macroeconomic
policies must have perverse, growth-reducing effects, a standard neoclassical
growth accounting model reveals that �the negative growth effects of heterodox
macro policies were quantitatively much less important than the positive growth
drivers they helped to achieve�.�� It is tempting to rewrite this statement: the
evidence suggests that heterodox macro policies have driven rapid growth in
Ethiopia. Critics of a dominant role for the public sector, such as Western donors
of development assistance, have responded to Ethiopia�s recent growth record

�� Collier, Kirchberger, and Söderbom (2015: 31); Inocencio et al. (2007).
�� Cramer and Sender (2019). �� Chuhan-Pole et al. (2017: 79�81).
�� Moller and Wacker (2017: 199).
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with an implausible counterfactual assertion: privatization, more foreign direct
investment, and a smaller state �would have� resulted in even faster growth.��

Ethiopia�s heterodox policies have included financial repression, directing
credit at negative real interest rates towards public investment in infrastructure,
inflationary finance, and an overvalued exchange rate. These policies, combined
with a fiscal revenue-raising effort and public consumption restraint in the wake
of the Ethiopian�Eritrean War (1998�2000), enabled dramatic public investment
in areas such as roads and rail, energy, education, and health. These types of
public infrastructure investment (rising to 18.6 per cent of GDP by 2011) were
the main factor in Ethiopia�s growth acceleration, with real per capita GDP
growth of 8.3 per cent per year between 2004 and 2014 higher than had histor-
ically been the case in the country, and higher than regional and low-income
averages in the same period. However, despite noting the increasing consensus
that infrastructure is central to growth and development, World Bank econo-
mists have insisted on the short-term view that Ethiopia�s public sector-led
strategy has �led to a crowding out of many private investment projects owing
to a lack of financing�.�� They also believe that whatever the possible short-run
contribution of heterodox economic policies, these are unsustainable:

[W]e anticipate that macroeconomic policies face increasing trade-offs between
public infrastructure improvements, private sector access to credit, and limits
to restraining government consumption . . . Ethiopia�s growth rate is likely to
decelerate in the future . . .��

A still cautious but rather different and more convincing assessment of Ethiopia�s
macroeconomic balances suggests that the core approach may well be sustainable,
as long as there is a greater commitment to generating rapid export growth.��

Mobilizing Savings, Managing the Growth of Consumption

If an investment push evaporates without generating incomes, profits, and sav-
ings, the balancing act will then have to involve contractions elsewhere or sharp
increases in foreign borrowing (with strings attached). Thus, a government
engineering a sharp increase in the investment level has to adopt policies which
simultaneously ensure that investments are productive and that they result in
rising real wages (as a source of savings as well as a source of demand). This may
involve intervening to reduce some forms of consumption (for example, on luxury

�� Wilson (2019a). �� Wilson Moller and Wacker (2017: 198). �� ibid (209).
�� Coutts and Laskaridis (2019).
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goods or foreign holidays by the elite and their children) and/or introducing
incentives to save.

Restricting consumption (and domestic production) of luxury goods may be
more difficult to do today than it was, say, in South Korea or Taiwan in the 1960s
and 1970s. There is, for example, a sharp contrast between levels of car ownership
in South Korea and Japan, on the one hand, and South Africa on the other
(Figure 4.1).�� At a per capita income level of around $3,000, car ownership in
South Korea and Japan was about 5 per 1,000 people; at a similar level of income
per capita in South Africa, car ownership is very much higher, about 65 per 1,000
people. Nonetheless, just as capital controls and development banking were
anathema in international development circles for many years but have become
more acceptable in the wake of the global financial crisis, so direct controls on
consumption may yet come to play some role. These need not involve outright
bans, but could include steep duties on luxury consumption as part of a broader
effort to promote a national developmentalist ethos.

Other policies that would encourage savings to catch up with rising invest-
ment levels include, among other things, post office savings schemes, keeping
import duties low on investment goods, using tax breaks judiciously to encour-
age investment, and directing the banking system to increase some forms of
long-term credit on favourable terms. The key to many of these incentives to
profitability is tying them to performance. This is what Alice Amsden called the
�reciprocal control mechanism� and is what has typically distinguished countries
that have succeeded with state-led development strategies from those which
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Figure 4.1 Passenger cars (per 1,000 population) in selected countries at different
levels of GDP per capita
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�� On Korea and Japan, see Chang (2006: 25).
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have had a similar array of incentives but have failed to sustain the momentum
of structural change.��

The history of Mozambique since late 1992, to take just one African example,
illustrates a failure to monitor and control state resources. Carlos Cardoso, an
investigative journalist, was assassinated in Maputo in 2000 while investigating
corruption in a bank controlled by the state.�� More recently, the travesty that is
industrial policy in Mozambique reached astonishing proportions with revela-
tions of a scandal involving loans contracted to support the development of a
national fishing fleet and maritime industry: three privately incorporated but
effectively state-owned enterprises failed to account for at least a quarter of the
$2 billion they had received in loans, as well as paying millions more for purchased
equipment than it was worth. The loans had been hidden from donors and, once
revealed, pitched Mozambique into a protracted conflict with the IMF and other
donors.��

There is a different�less overtly corrupt and unpleasant�method of financing
investment. Many governments have financed a deficit-led investment pro-
gramme through inflationary finance (and the forced savings it generates, as rising
prices erode people�s spending power and reduce consumption). When govern-
ments spend more than they receive in revenue, they usually have to secure the
funds to do this from the central bank, which has to print money with potentially
inflationary implications for the overall economy. The resulting dynamic takes the
form of distributional (class) conflicts: inflation reduces real wages and raises
profits, at least in the short term. This shift of resources from wage workers to
capitalists releases resources for investment, given that capitalists are more likely
to save out of profits than workers are out of wages.�� It can also shift resources
from wage workers to the state.

At the heart of many of the dynamics of investment, demand, government
spending, and related policies, is one issue that gets very little attention in most
economic texts and in advice to policy officials: what happens to the prices of basic
wage goods.

Wage Goods: The Fundamental Constraint
on Financing Investment

The most serious constraint on financing a cumulative dynamic of investment,
productivity growth, employment, and savings, stems from the price inflation of

�� Amsden (2001). �� Fauvet and Mosse (2003).
�� Kroll (2017). See also Cotterill (2017).
�� Joan Robinson (1964: 341) attributed to Kalecki the pithy formulation that in a capitalist economy

�workers spend what they get, capitalists get what they spend�, though Kalecki�s writings do not contain
this direct statement.
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basic wage goods. This compromises both savings by workers and the profitability
of investment, and can also threaten political stability. This is the insight of Michał
Kalecki�s development economics.

African wage workers, especially relatively unskilled workers in elementary
occupations�such as domestic servants, cleaners, and construction workers�
spend a large proportion of what they earn on a limited range of basic goods and
services. Spending on food takes up a large share (about 75 per cent) of their
disposable income, together with basic wage goods such as clothing, kerosene,
transport, and rent.�� If the prices of these necessities rise relative to nominal
wages, there are a number of implications. Employers can face pressure to raise
wages in order that their employees stay in work and can work productively. This
is a very real issue and if the pressure does not come through organized labour in
the form of trade unions it may come through other mechanisms, including a
wastefully high turnover of labour.�� The increasing cost of wage goods has been
one of the main reasons why flower firms and textile exporters in Ethiopia have
found it difficult to retain workers; the result being not only that employers face
recurring training costs, but also that labour productivity in Ethiopian floriculture
remains low compared to levels achieved on farms in other countries.�� If firms
have to raise wages then their profit rate may be hit, negatively affecting the
momentum of new investment. Even if firms avoid this pressure and protect
profits, they may face insufficient domestic demand for the goods they produce,
and wage workers will find it difficult to sustain, let alone expand, their rate of
saving. Finally, sustained wage goods inflation may lead to a political reaction,
frightening existing and potential investors.

While inflationary financing of government deficit spending is one possible
source of wage goods inflation, the broader problem is one of how to finance
economic development, with the core challenge for policymakers in developing
countries being how to ensure an adequate, non-inflationary supply of these
goods. Kalecki realized there were often rigidities (social and economic) that
held back supply of agricultural commodities, leading to inflationary pressure as
the number of urban industrial workers expanded. These supply rigidities lead not
only to higher costs for wage workers, but also higher costs of intermediate goods
such as sugar or cereals used by manufacturing firms in agro-processing indus-
tries. So, for industrialization and structural change to proceed, �there must be no
inflationary price increase of necessities�.�¹ This is one reason why policies target-
ing investment to raise agricultural productivity are not an alternative to industrial
policy, but are integral to it (see Chapter 9).

�� Ivanic, Martin, and Zaman (2012) and Headey and Martin (2016) assess the impact of food prices
and food price spikes, such as that in 2009, on poverty.

�� Hardy and Hauge (2019). �� Schaefer and Abebe (2015); Melese (2015).
�¹ Kalecki (1976: 78).
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The domestic food supply may be a less binding constraint in a world of rising
food productivity and, often, internationally available cheap foods. Even so, the
volatility of global food prices means that carefully designed government inter-
ventions to protect the real wages of poor wage workers remain a priority.
Additionally, the broader point that structural change and growth are constrained
by the non-inflationary availability of basic wage goods holds. It is therefore
surprising that Kalecki�s insights have been largely �forgotten or discarded�.�²

Policy officials need to understand the importance of monitoring food prices
and money wages much more closely. If financing investment ignores basic wage
good inflation, then the distributional consequences may constrain the further
growth of investment. Such a strategy is not economically or politically feasible
over a long period of time, as it hits the lowest-paid worst, who have the least
bargaining power to increase their money wages rapidly in response to food price
spikes. And it is not�as some may think�a good thing for the rural population.
Most people in rural Africa�and most definitely the poorest, who as we show in
Chapter 8 depend on wage employment opportunities�are net food purchasers,
and thus food price inflation may hit them harder than urban workers. In fact,
food prices in difficult-to-reach rural areas and areas affected by violent conflict
are often even higher than in large towns.�³

Inflationary shocks may be unavoidable. Violent conflicts, global commodity
speculation, and climatic shocks can provoke or accelerate wage good scarcity, as
well as sharp price increases. In such circumstances, it becomes important to
address price fluctuations with appropriate policies. Another �lesson� from the
historical record in East (and South East) Asia is that governments intervened to
manage basic goods prices and got them �wrong�. Two conclusions arise. First,
long-term success in addressing rural poverty and reducing vulnerability to
fluctuations in food prices requires public investment in rural infrastructure,
above all in irrigation�an argument made in more detail in Chapter 9. The key
to a secure non-inflationary supply of food is rising agricultural labour product-
ivity. Agricultural growth also makes it possible for rural wages to rise, without
which poverty cannot fall. Second, protecting low-income classes from periodic
food price spikes requires state intervention to stabilize prices. The very mention
of this is enough to alarm most economists, going as it does against established
�best practice�, and raising the spectre of ineffective and long-lasting subsidies that
distort key price signals in agricultural markets.

That said, policymakers would be remiss not to pay some attention to these
warnings. There have been plenty of examples�in Africa, Latin America, and

�² Wuyts (2011: 5).
�³ For instance, prices of maize are often much higher in rural than in urban South Africa, according

to data in the National Agricultural Marketing Council�s regular Food Price Monitor (http://www.
namc.co.za). On the impact of violent conflict on food prices see Raleigh (2015).
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elsewhere�of disastrous state management and control of agricultural markets
that has resulted in the transfer of income from farmers to predatory bureau-
crats.�� However, as the relative success of state intervention in cotton marketing
in some West African countries shows very clearly, such outcomes are far from
inevitable.�� It is important not to ignore the fact that it has been possible for other
countries to successfully intervene to stabilize food prices against volatility on
world and domestic markets. Food price stabilization in Indonesia and the
Philippines, for example, has been expensive, but the benefits have outweighed
the costs. What marks out rice price stabilization in Indonesia and some other
East and Southeast Asian countries has been limited but sufficient government
intervention in markets to ensure adequate stocks, as well as a government
monopoly on importing rice to protect against huge swings in international
prices.��

4.3 Sectoral Policies and Structural Change

In the first part of this chapter we discussed the challenge of raising investment
levels, emphasizing how investment is constrained by the supply of food and other
basic wage goods. The productivity of wage good production, in other words, sets
a limit on an economy�s ability to push investment to high levels and keep it there,
in order to sustain the long-run capital accumulation that has historically been at
the heart of growth, development, and catching up. Should resource allocation to
agriculture, then, be the major priority? More broadly, if raising investment levels
is key, does it matter which sectors attract investment?

The history of modern economic growth shows that contributions made by
particular sectors to output growth matter a great deal. Specifically, what matters
most is investment in manufacturing. However, a narrow, �traditional� notion of
manufacturing would be misleading, and could lead to a strategy that ignores
gains from a range of activities that have not previously fitted neatly into this
category. Later in this section, we discuss an expanded and policy-relevant
definition of manufacturing.

Kaldor�s Growth Laws and Structural Change

Economic development involves shifting resources out of low-productivity activ-
ities into higher-productivity economic activities. This is what we mean when we
talk about �structural change�. Structural change can also mean, broadly, a shift in

�� For example see Williams (2009). �� Gray, Dowd-Uribe, and Kaminski (2018).
�� Timmer and Dawe (2007: 11).
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the relative weight of different sectors. So, for example, many advanced capitalist
economies have gone through phases during which they changed from predom-
inantly agricultural economies to industrial economies; then, in a process known
as �deindustrialization�, have become dominated by service sector activities.
Sectoral shifts are central to our sense of structural change, but their relevance
lies in what they imply for changes in productivity across the economy, as well as
the growth of employment and export revenue.

In low-income countries, large numbers of people languish in low-productivity
agricultural (and related rural) activities. They live and labour on small farms, and
however hard they work, grind out only modest outputs, often of low value and for
little material reward. Many live and work far from graded roads or railway links,
walking for hours to weekly markets, weighed down by bananas or tomatoes, only
to trudge back to farmsteads that are not irrigated and do not have any fertilizers
to increase yields. In the dry terms of economics, the returns to labour are low.
Their children often get insufficient nutritious food, no or at best poor-quality
schooling, and are poorly served by health posts and safe drinking water.

Arthur Lewis provided the classic way of thinking about changes in the
structure of employment during the process of development. It is frequently
alleged that he focused on the importance of rural�urban migration or the shift
out of agriculture into industry, but this is a misinterpretation�his point was
always more about the shift into higher-productivity activities than specifically
migration to cities. In his model of how accumulation might take place in a poor
economy, more and more people begin to work in activities with dramatically
higher productivity and returns to labour.�� More capitalist enterprises are estab-
lished in the economy and more people work for larger employers, earning higher
wages. Historically, this takes the form of both a rising share of manufacturing
industry in GDP and a rising share of total employment in manufacturing. Higher
labour productivity comes about from a new combination of human labour and
other inputs, such as machines, the organization of farms and firms, and logistical
services.��

There is a fundamental process by which the more people focus on specific
activities, the better they become at doing them, and then the higher the returns
they typically earn. This is the terrain of Adam Smith�s seminal discussion of
how the �extent of the market� (i.e. market size) and �specialization� play off and
support each other. The larger the market, the greater the scope for people
specializing in particular parts of a production process; the more people are
employed in these specialized roles, and the cheaper these efficiently produced
products become, the further the market for them expands. When this is

�� Lewis (1954).
�� Differences in labour productivity (and in the growth of labour productivity) between low-

income and advanced capitalist countries are discussed in Schaffner (2001).
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repeated across different goods, a cumulative causation process will kick in and
underpin sustained economic growth.

A corollary of the cumulative causation process is new opportunities for
production to benefit from economies of scale and scope. One reason that the
unit cost of producing outputs falls as more and more of them are produced is
precisely that the firm, and its workers, become increasingly efficient in producing
them: there is �learning by doing�. Adam Smith naturally saw this too, with
economies of scale playing a significant role in the early chapters of An Inquiry
into the Wealth of Nations. Increasing returns, however, faded from economic
view for a long time.

If the assumption of diminishing returns is a founding axiom of neoclassical
economists, for other economists, identifying where there is scope for increasing
returns is a key principle of analysis and policy design. What has become clear to
many is that the scope for increasing returns is significantly greater in manufac-
turing than in either agricultural or service activities (there is also a relatively high
scope for economies of scale in some other industrial activities, such as mining,
utilities, and construction).

Manufacturing seems also to be associated with higher productivity and swifter
improvements in productivity than other sectoral activities, with evidence show-
ing that �value added per worker is much higher in manufacturing than in
agriculture�. Shifting resources from agriculture to manufacturing, in line with
this evidence, results in a one-off economic gain. There may be more dynamic
gains too, if the rate of growth of productivity is faster in manufacturing than in
other sectors. In most developing countries, the historical as well as the most up-
to-date evidence shows this to be the case.��

It was this kind of evidence that led Kaldor to craft his three �growth laws�,
though, as we show, these need to be expanded to four in order to take account
of the balance of payments constraint on growth. Kaldor�s original propositions
are as follows. First, there is a strong positive relationship between the rate of
growth of output in manufacturing and the rate of growth of GDP. This is not just
an �association� but a causal relationship, for which there is a huge amount of
evidence.�� It is this evidence that is behind the rediscovery of industrial policy�
active interventions by governments to accelerate and promote manufacturing
expansion�among many mainstream economists, and that has led to rather
misleading claims of a new consensus among economists. Unusually, a recent
contribution by IMF economists expressly referenced some of the well-known and
previously ignored heterodox work on industrial policy.�¹ Actually, there is no
such consensus; the mainstream case for industrial policy only justifies very

�� Szirmai (2013). �� For a summary see Storm (2015). �¹ Cherif and Hasanov (2019).
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limited forms of policy �correcting� market failures rather than creating new
markets.�²

Kaldor�s second proposition is that there is a strong positive relationship
between the rate of growth of manufacturing output and the growth of manufac-
turing labour productivity. This is also known as Verdoorn�s Law and captures
dynamic economies of scale. It flows from the greater scope for learning by doing,
specialization, and economies of scale in manufacturing; as well as from rising
investment in industrial equipment and machinery that itself embodies
productivity-raising technical change.

There are implications for what happens to employment. If a firm can produce
the same output with fewer workers, or if firms are increasing output faster than
they take on new employees, then the employment elasticity of manufacturing will
decline. Tregenna finds that industrial upgrading and new labour-dislodging
machinery were associated in South Africa, between 1980 and 2005, with a falling
employment multiplier in manufacturing. Manufacturing is still the engine of
growth but it may not always carry quite so many people with it (at least, not
directly).�³

Policy officials in Africa might see a dilemma: why should they promote
manufacturing if it is not helping to address the fundamental challenge of creating
sufficient employment to absorb the (rapidly growing) number of new entrants to
the labour force? But there is no dilemma. Even within manufacturing, many
kinds of production generate large amounts of new employment, and even if
manufacturing has directly a low employment elasticity of output, it is hugely
important indirectly to the employment-creation capacity of the economy as a
whole. Evidence suggests that for every manufacturing job created two or three
jobs are also created outside the sector as a result of manufacturing expansion.��
The contribution of manufacturing to employment is even stronger once we
accept a broader definition of manufacturing that takes account of agricultural
production, which is, on closer inspection, clearly industrial (see later in this
section). However, the most appropriate distinctions are not those between
manufacturing and other activities, but between those activities with a high
potential for increasing returns and employment multipliers, and those without
such potential.

Kaldor�s third proposition is that there is a strong positive relationship between
the growth of manufacturing productivity and productivity in the rest of the
economy. This is partly because, as manufacturing draws labour out of, say,
agriculture, it leaves behind a smaller agricultural labour force without shrinking

�² Cramer and Tregenna (2020).
�³ Tregenna (2012). This kind of engine without an employment chassis was dubbed, in one view of

economic performance in India, �growth sans employment� (Kannan and Raveendran, 2009).
�� Lavopa and Szirmai (2012).
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overall agricultural output. But it is also the outcome of a richer process, whereby
productivity gains in manufacturing are diffused to other sectors through the
supply of cheaper equipment and inputs to agricultural producers�for example,
agro-chemicals and irrigation pumps. They are also spread through industrial
demand for agricultural inputs�for cotton inputs into in textile production, for
example�and propagated by the spread of organizational know-how, though this
too is a matter for policy rather than just an automatic process.

Empirical work has largely confirmed the significance of these propositions.
For example, Wells and Thirlwall tested for and found clear evidence of Kaldor�s
growth laws across a number of African economies.�� Elsewhere, another recent
study found support for Kaldor�s first and second laws in a group of 63 middle-
and upper-income countries.��

The implication is that there is a very strong case for governments designing
and implementing industrial policy to promote manufacturing investment, as this
results in general economy-wide benefits. Later in this section we show how
important it is to think carefully about what kinds of activity to include within
the range of industrial policy, as well as highlighting some of its key features.
Before we do that, though, we focus on the significance of the balance of payments
constraint.

The Balance of Payments Constraint

One thing that can bring momentum to a standstill is, as previously discussed,
inflation in the prices of food and other necessity wage goods. Another equally
important factor is a shortage of foreign exchange. Developing countries have a
thirst for imports. Partly this is a function of rising incomes: as the demand for
basic goods starts to take up less of people�s incomes, there is rising demand for a
range of imported consumer goods, whether this be globally fashionable second-
hand jeans and T-shirts, or smartphone apps. Even more importantly, almost
by definition an expanding economy must invest in technology-embodying
machines and inputs, which creates a powerful need for imports. A developing
economy does not have to reinvent the wheel of industry�rather, one of the
advantages of backwardness is that expertly designed wheels can be imported. To
some extent, it may be possible to limit the rate of growth of luxury consumer
good imports, but it is impossible to successfully sustain rapid development if
imported capital and intermediate goods dry up. The building of the Grand
Ethiopian Renaissance Dam, the Kandadji Dam in Niger, and the infrastructure
renewal programme in Côte d�Ivoire are all associated with sharp spikes in

�� Wells and Thirlwall (2003). �� Marconi, Reis, and Araújo (2016).
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imports.�� Across sub-Saharan Africa, electric and non-electric generating equip-
ment imports increased from $2.3 billion in 2000�3 to $11.6 billion in 2008�11.��

The greater the demand for imports, the greater the challenge of securing
enough foreign exchange to cover the import bill. It is very difficult for an
economy to sustain a growing balance of payments deficit indefinitely. If the
size of the deficit is accelerating and will have to be financed from additional
foreign sources, then there is a real danger that a government may be forced to
abandon any kind of independent policy initiatives: arguably, this has sometimes
affected policy direction in countries such as Ghana and Mozambique.

An economy can acquire the foreign exchange needed to finance its import bill
by attempting to attract foreign capital flows, including concessional loans and
grants (i.e. foreign aid or overseas development assistance); or by earning foreign
exchange through exporting goods and services. All these sources of foreign
exchange involve costs and uncertainties. Commercial capital flows are regarded
as more beneficial to Africa than aid, especially by employees of Goldman Sachs,
such as economist Dambisa Moyo.�� But �hot money� funds shifted into African
emerging market bonds and stock exchanges, as opposed to foreign direct invest-
ment in farms and factories, are fickle, responding unpredictably to international
changes in interest rates, policy environments, and bandwagon hunches about the
next global bonanza or calamity. Those directing these flows to emerging markets
are said to be involved in �stampedes by intrinsically restless (and often under-
informed) fund-managers�so prone to oscillating between manias and panics�.¹��
Additionally, lines of credit from China (secured by export commodities or escrow
accounts) are now an extremely important, but often poorly recorded and admin-
istratively opaque, source of finance for new energy infrastructure projects in
several African countries.¹�¹ At the same time, it has been the vogue in recent years
to use public�private partnerships (PPPs) as a means of financing infrastructure
investment across the world. PPPs have been promoted in Africa by the African
Development Bank, United Nations Economic Commission for Africa (UNECA),
and the African Union, with the support of the World Bank and Organisation for
Economic Co-operation and Development (OECD) among others.¹�² Supporters
argue that risk is transferred to the private sector and that PPPs are good value for
public money. But their record globally, including in the UK, which was one of the
pioneers of PPPs, has been unimpressive.¹�³ Many people, including research staff
at the IMF, warn how difficult it is to put in place effective institutional mechan-
isms to protect public finances against spiralling costs and fiscal unsustainability,

�� See, e.g., World Bank (2013). �� Co (2014: 11�12). �� Moyo (2009).
¹�� Palma (2012: 3).
¹�¹ Tang and Shen (2020); Brautigam and Hwang (2016). On the lack of transparency or effective

monitoring of a Chinese financing agreement for a mining project, see Landry (2018).
¹�² Loxley (2013).
¹�³ Boardman, Siemiatycki, and Vining (2016); Booth and Starodubtseva (2015); NAO (2018).

OUP CORRECTED AUTOPAGE PROOFS – FINAL, 13/5/2020, SPi

������
���, ���� �		��, ��� ��������� �	��� 103



�particularly when governments ignore or are unaware of their deferred costs and
associated fiscal risks�.¹��

The volatility of foreign aid flows has created very serious problems for
policymakers and economic performance in Africa. Donor agencies can swiftly
change the activities to which they commit resources depending on the latest ideas
in vogue.¹�� The administrative costs of experienced public officials having to deal
with a proliferating number of donors, donor fads, and demands are high.¹��
Foreign aid also comes with strings and narrows economic policy debates, pro-
viding material and intellectual support for African elites arguing for demand
restriction and market liberalization, and reinforcing flawed ideas through repe-
tition of rhetorical commonplaces. As has been pointed out, IMF programmes

still incorporate a considerable number of structural conditions, and the total
number of such conditions still far exceeds that observed in the pre-1994 period.
The emphatic return of structural conditionality in recent years calls into ques-
tion the IMF�s �we won�t do that any more� rhetoric.¹��

It is possible to negotiate important improvements in the terms by which foreign
investment and foreign aid inflows become available, as shown by the variety of
outcomes and negotiating strategies across African countries. Foreign aid �essen-
tially means an improvement of external conditions of growth� and may be
compared to �a positive shift in terms of trade to the extent which both increase
the capacity to import�.¹�� However, negotiations over concessional and non-
concessional flows might not always be successful�or even be conducted in the
national interest�so an over-reliance on these sources of foreign exchange is
unwise. Under the pressure of demand for imports, it may be a far more effective
strategy for sustaining growth to promote a rapid expansion in foreign exchange
earnings through exports. Thirlwall�s Law, capturing this insight, states that a
country�s growth rate over the long run is set by the ratio of the rate of export
revenue growth to the income elasticity of demand. The faster imports expand as
an economy grows, the faster export earnings have to rise if growth is to be
sustained.¹��

There are two dimensions to why exports have to be at the heart of a develop-
ment strategy. One is that, as explained, the momentum of accumulation and
structural change cannot be sustained without a swift rise in export revenue. The
other is that exports�especially manufactured exports�are at the heart of the
dynamics captured in Kaldor�s propositions. Exploiting the economies of scale

¹�� Irwin, Mazraani, and Saxena (2018: 1).
¹�� On the impact of aid volatility on growth see Museru, Toerien, and Gossel (2014) and Hudson

and Mosley (2008); on aid uncertainty see Lensink and Morrissey (2000).
¹�� Presbitero (2016: 18). ¹�� Kentikelenis, Stubbs, and King (2016: 14).
¹�� Kalecki and Sachs (1966: 44, 24). ¹�� McCombie (1989).
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that manufacturing has a special propensity for depends, just as Adam Smith
claimed, on the �extent of the market�. Given the extent of the market (i.e.
demand) is limited in developing countries and within the African region, the
rest of the world must ergo be the major source of demand. This is just one of the
ways in which manufactured exports matter to industrialization-led development.
More formally, there are two linked relationships that have been observed inter-
nationally. First, growth in manufacturing raises the rate of growth of export
earnings. Second, the faster export earnings grow, the higher the overall growth
rate of the economy.

What Counts as Manufacturing?

Auto assembly plants, furniture workshops, a tomato canning facility, industrial
parks exporting garments, a blueberry producer: all except one are classified in
standard statistics as manufacturing. The obvious exception is the blueberry
producer, but arguably blueberry producers and exporters ought to be regarded
as industrial producers. If a blueberry producer in South Africa is highly capital-
ized and has invested in a range of physical components, inputs, and processes,
and if that producer has organized the production process into a long string of
distinct and specialized operations, are they merely a large farmer? Expanding
the idea of what is included in industrial production has important policy
implications.

If policy officials want to take seriously the dynamics of structural change and
promote investment, they need to recognize the shifting boundaries around the
�industrial�, classifying economic activities according to their role in an economy:
above all, their potential to generate increasing returns of scale and scope;
accelerate productivity gains; lead directly and indirectly to employment growth;
and produce foreign exchange earnings.

Changing the understanding of what constitutes manufacturing is even more
important when we consider that much agro-industry is in fact more labour-
intensive than a great deal of the manufacturing industry located in export-
processing zones or industrial parks. In Ethiopia, for example, the total number
of workers employed by agribusiness in floriculture was, by 2012, already consid-
erably larger than total employment in the manufacture of textiles or in the basic
metal and engineering industries. In Kenya, meanwhile, 125,000 workers were
employed in the cut-flower sector in 2015, which was about 3 times the number of
people employed in textiles, and 20 times larger than the number of people
employed in the motor vehicles subsector.¹¹�

¹¹� See www.unido.org/statistics; Ethiopian Horticulture Development Agency (2012: 16); Gebreeyesus
(2014); Mitullah, Kamau, and Kivuva (2017: 30).
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Farms nowadays increasingly require massive investment in complex technol-
ogy and equipment, and employ highly trained and productive workers. People
may (and do) migrate in search of employment opportunities with higher returns,
not simply from rural areas to towns and cities, but also from one rural area to
another. A development strategy designed to raise investment levels and increase
profitability in the economy has to take into account the huge scope for product-
ivity increases (and employment growth) within rural areas, as well as in urban
and peri-urban factories.

Premature Deindustrialization: The Latest Version
of Fracasomanía?

Rumours of the demise of industrialization as the engine of development are
greatly exaggerated. Many neoclassical economists traditionally argue that it
matters little which sector economic activities take place in, and that therefore
it is market �distorting� to try and encourage manufacturing specifically.
Additionally, there are old populist arguments that it is possible to raise income
per capita without having to �pass through� an (unhappy) industrial stage.¹¹¹
A similar tradition of pessimism about the feasibility of industrial policy in
Latin America led Albert Hirschman to coin the phrase fracasomanía—an obses-
sional fascination with failure.

More recently another theory of failure has gained currency: the risk of
�premature deindustrialization�, which has shown that there is a global trend for
economies to experience, for structural reasons, a shrinking share of manufactur-
ing in GDP at much lower income per capita levels than has historically been the
case. An optimistic slant on this issue, tinged with the enduring appeal of
economic populism, is that services are nowadays more productive than manu-
facturing, and therefore it may be possible to have a service-driven development
strategy without having to grind through the socially, environmentally, and
technically challenging process of industrialization.¹¹²

However, the evidence across developing countries suggests a far more positive
interpretation of the �premature deindustrialization� narrative, even taking into
account a traditional classification system that�we and others argue�is increas-
ingly unfit for purpose. In real terms, global MVA increased in every year between
1995 and 2015.¹¹³ In the developing countries as a group, aggregate MVA/GDP
has in fact risen rather rapidly since about 2002, as shown in Figure 4.2.
Disappointing shares of MVA in GDP and weak manufacturing employment,

¹¹¹ Kitching (1989) remains a classic critique of this populist tradition in development economics.
¹¹² Ggombe and Newfarmer (2018). ¹¹³ Hallward-Driemeier and Nayyar (2017: figure 0.5).
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with the UK economy as an extreme example of the latter, are attributable to
policy failure in some countries rather than the structural impossibility of indus-
trialization.¹¹� The growth of MVA has been especially impressive in East Asia,
where China in particular has shown the enduring scope for manufacturing
expansion and manufacturing employment growth.

4.4 Conclusions: Criteria for Policy Priorities

We have argued in Section 4.3 of this chapter that manufacturing, suitably (re)
defined, plays a leading role in economic development. There are good reasons for
this, which are captured by Kaldor�s growth laws and supported by consistent
evidence internationally. Despite claims that �premature deindustrialization�
means that manufacturing is no longer an effective engine of growth and employ-
ment generation, the evidence demonstrates this is not true. What has been the
case in many countries in the recent past is not a guide to what governments can
and ought to do to promote economic development in the future. Industrialization
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Figure 4.2 Aggregate share of MVA in GDP by development group, 1970�2017
Source: UN Statistics Division (2019), Income Classification: World Bank GNI per capita, Atlas
methodology (2019).

¹¹� Haraguchi, Cheng, and Smeets (2017: 307). On the dismal performance of employment in the
UK manufacturing sector, see Rowthorn and Coutts (2013).
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remains central to economic development, and industrial policy remains central
to making industrialization happen.

The scope of industrial policy is wider than before. Manufacturing has become
increasingly imbricated with other activities traditionally labelled as services or
agriculture. This has resulted in the servicification of manufacturing and the
industrialization of freshness, meaning industrial policy has to address these
trends. The instruments of industrial policy have, for example, been shown to
be useful in supporting the expansion and competitiveness of high-value agricul-
tural production in some African economies.

Finally, industrial policy must focus on manufactured exports. The associ-
ation between manufactured exports and sustained higher rates of growth is a
strong one. Just as more diversified and higher-productivity manufacturing is
likely to help protect against the frequency and intensity of growth collapses, so
too is an effective manufacturing export sector. This is because, among other
benefits, it can help overcome the balance of payments constraint that is often a
cause of stalled growth.

Both industrial policy and linked policies promoting agribusiness should follow
four criteria guiding the allocation of all government support (other chapters pick
up on these criteria, so we will highlight them only briefly here). First, does an
activity or sector generate foreign exchange earnings (i.e. will it help relax the
balance of payments constraint on growth)? Second, is it characterized by scope
for rising labour productivity vis-à-vis other sectors and activities? Note that this
is not the same as asking whether or not it is manufacturing in the traditional
sense. Third, will it create employment (directly and indirectly), especially for
women? In particular, will it generate an increase in higher-productivity job
opportunities relative to other projects that might benefit from state support?
Fourth, will it help address the need for a non-inflationary supply of basic wage
goods? Even if resource allocation addresses these criteria, investment or invest-
ment support can only work if it is supported by other policies, for example
reducing the risk of export revenues flowing into tax havens abroad.

These criteria need to be combined with policy design that takes sequencing
into account. The question that should be asked when considering a potential
incentive or infrastructure investment is: how fast will this or that activity bring
foreign exchange earnings onstream? In some circumstances, there may be a
case for supporting an activity that does not meet all the criteria set out, but that
does promise to relax one binding constraint (e.g. foreign exchange or wage
goods supply) particularly quickly, creating greater room to pursue longer-term
objectives. This is relevant for debates about the role of primary commodity
exports, with many governments and development economists having neglected
investment in this area. In neglecting these activities for fear of, for example,
declining terms of trade, governments may miss out on high international prices
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for particular commodities, thereby foregoing short-run foreign exchange earning
opportunities that could be fundamental to deeper prospects for structural change.

To conclude this chapter with an example, a large-scale investment in Ethiopia
promoting a rapid expansion in high-quality, premium-priced, wet-processed
coffee production capacity may address several of our key criteria for selective
intervention by government. It would involve a large �lumpy� investment in
infrastructure (e.g. rural roads and electrification) that without government
spending would not happen nearly fast enough. It would generate additional
foreign exchange, without a long lead time to develop international competitive-
ness. It would also generate a substantial increase in rural wage employment for
women. The output of each of these workers will be lower than the output per
worker in, say, factories producing sports shoes, but their labour productivity
would nevertheless be much higher than that of most workers in rural Ethiopia.¹¹�
An effective policy promoting the rapid expansion of high-yield, higher-quality
coffee would require exactly the kind of �reciprocal control mechanism� charac-
teristic of effective industrial policy and for the same reasons; namely, the need to
provide selective incentives to those with a demonstrated capacity for and track
record of generating foreign exchange and employment in a sector with the
potential for generating linkages to other activities, which are also likely to be
producers with scope for scale economies. It would make industrial policy for
other activities�for example, packaging, cement, and machine tools�much more
feasible due to its contribution to the balance of payments.

These kinds of criteria for policy design, as well as the broader significance of
setting export growth as a high priority, are developed in Chapter 5 on trade.

¹¹� Cramer and Sender (2017) developed a strategy for priorities in the complex Ethiopian coffee
sector.
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7
Wage Employment in Africa

7.1 Introduction: Sweet Dreams of Self-Employment
and Nightmares of Dangerous Youth

Population and labour force data in Africa are astonishingly unreliable. But most
economists and policymakers do not regard this as an obstacle to making authori-
tative pronouncements and dreaming up policies. They readily make use of the
officially published estimates and projections to argue that there are far too few
employment opportunities, especially for the surge in young rural entrants into
African labour markets. This argument is made both by mainstream economists
and by their most vociferous critics; these critics share with mainstream econo-
mists a pessimistic assessment of the potential for a faster rate of growth of paid—
waged and salaried—employment.

The prospects for decently remunerated wage employment in productive
enterprises are believed to be especially bleak. It is taken for granted that, for the
foreseeable future, a proletariat is unlikely to emerge or to play a significant
political or economic role. For mainstream economists there is some hope of
new jobs if labour market flexibility can be maximized and public sector employ-
ment slashed; their critics hope to ameliorate the situation for new entrants by
promoting and subsidizing cooperatives producing for the domestic mass market.
Both sets of development experts place a great deal of faith in associations of the
self-employed, and in supply-side skills enhancement for income-generation
schemes.

Many economists now also believe that Africa is suffering from early onset
deindustrialization (see Chapters 3 and 4), so most youth will have to remain self-
employed or unpaid family workers in relatively low-productivity enterprises for
decades. Young people will not find jobs in the higher-productivity manufacturing
sector but will continue to flood into the service sector, much of which is
characterized by very low productivity. Policies to increase the returns to self-
employment in the service sector and/or on small-scale family farms are widely
recommended, usually concentrating on supply-side policy interventions to pro-
vide new young entrants with training, extension advice, and micro-credit. But
these policies involve a leap of faith, assuming that an increased supply of better-
qualified micro-entrepreneurs and job-seekers will benefit from a quasi-magical
automatic market mechanism ensuring that there will be sufficient demand to
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allow them to succeed. This leap of faith, involving yet another attempt to
resuscitate Say’s Law, has been diagnosed as ‘jobs dementia’.¹

At the end of this chapter, in Section 7.10 we develop our own arguments and
policy suggestions, which are very different in both tone and content. They are less
pessimistic about the possibility of increases in waged employment and they
highlight the need and scope for large-scale investments in those specific eco-
nomic activities most likely to generate rapid increases in demand for wage labour.

Recommendations to increase expenditure on training and micro-credit are a
knee-jerk response to political leaders’ fears that rural youth will flood into cities
on the off-chance of finding a job, become disillusioned, and riot. Some anticipate
a rural–urban flow more frightening than a flood, for example a tsunami or a
haemorrhaging.² Many African elites seem to believe that potentially dangerous
young people need to be trained (brainwashed) to accept individual responsibility
for their own economic survival rather than depend on state handouts or, worse
still, claim that the scarcity of decent jobs has been caused by the theft of state
resources or misguided macroeconomic policies. The Mozambican youth who
participated in the greves (strikes and demonstrations) of February 2008 and
September 2010 were described by ministers as vandals and bandits. In response
to these ministerial rebukes the youth became ‘outspoken in their contempt for
the current ruling elite’ clustered around President Guebuza; rap musicians
‘openly satirised the Frelimo elite as corrupt and out of touch’, while rejecting
government claims that falls in real wages were caused by adverse international
prices, rather than ministerial ineptitude.³

The training proposed by African governments has sometimes focused directly
on political views.⁴ More often it aims to transform the ‘aspirations’ and ‘values’ of
young people, who would otherwise be ‘using substances like khat, marijuana,
tobacco, and alcohol and watching football to pass the time’.⁵ The laziness of
youth has been disparaged in speeches by, for example, Presidents Buhari, Mogae,

¹ Amsden (2010: 58; 2012). Keynes believed that Say’s Law, the hugely influential idea that supply
creates its own demand, was ‘the chief postulate he had to escape in writing the General Theory’
(Kent, 2005: 62).

² Meagher (2016: 484); Meagher, Manna, and Bolt (2016: 474).
³ Hossain et al (2014: 41). (See Azagaia lyrics in Portuguese at https://www.vagalume.com.br/

azagaia/povo-no-poder.html). ‘His Excellency the Ghetto President’ of Uganda has been less explicit
when rapping about Museveni: https://www.france24.com/en/20190725-uganda-opposition-figure-
former-pop-star-bobi-wine-2021-presidential-election.

⁴ Yibeltal (2017).
⁵ The unrealistic aspirations of youth in developing countries are stressed in OECD (2018: 27ff.).

The quote on substance abuse is from Desta, Bitga, and Boyson (2018: 41). Purdeková (2011) describes
the camps established to transform the ‘mindset’ of youth, urban hawkers, and ‘social deviants’ in
Rwanda. Efforts to transform the values of the unemployed are, of course, not confined to Africa: ‘the
personal belief systems’ of individuals are the main target of training offered to groups of unemployed
in Texas, who are promised ‘empowerment’ by ‘retraining the brain’, through a critique of the self
rather than a critique of the economy (Thomas, 2018).
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Museveni, and Zuma.⁶ Similar prejudices were expressed by Africa’s colonial
rulers in the late 1940s: they too accused everyone without a recognized form of
wage employment of not ‘having a culture amenable to work’;⁷ these rulers
justified brutal interventions because ‘recalcitrance, resistance, and unwillingness
to cooperate were . . . natural attitudes of lazy or uncivilized “Blacks” who had to
be coerced for their own good’.⁸

African labour force and employment statistics have often been collected,
classified, and analysed so as to reinforce prevailing conventional wisdoms or
prejudices: these include politically convenient stories designed to pillory idle
youth for having unrealistic expectations, and tales that blame a small number
of ‘privileged’ (unionized ‘core’) wage workers for crowding out the possibility of
faster employment growth for ‘peripheral’ workers—by pushing wages too high
while selfishly opposing the eminently sensible recommendations of mainstream
economists to reduce labour market regulation and inflexibility.⁹ We aim to
expose the weak underbelly of hegemonic ideas about labour market flexibility
and self-employment, as well as to strengthen the neglected case for radical
transformation of statistical authorities in Africa—so we devote substantial
space in this chapter to discussion of the quality of officially published labour
force data. We argue that the available evidence does not support the view that the
growth of wage employment has been, or must remain, pathologically slow
everywhere in Africa; and we query overconfident, generalized, and pessimistic
predictions of a growing excess in the supply of labour—by discussing heteroge-
neous trends in total fertility rates and the real possibilities for reducing these
rates.

We provide evidence that employment protection legislation (EPL) is compat-
ible with rising levels of total (and youth) employment; and we conclude by
recommending its vigorous implementation. This may have the added advantage
of forcing the least efficient employers to adopt improved technology rather than
continue to compete on the basis of starvation wages. At the end of this chapter,
we also recommend other policies to improve employment prospects. These
include policies that can sustain high levels of demand and an increasing volume
of targeted public sector capital expenditure. They also include the recommenda-
tion that most investment should specifically be designed to increase rural wage
employment, as well as the supply of basic wage goods and exports (see Chapters 4
and 5). The scope for public sector investment in irrigation and other productive

⁶ https://www.vanguardngr.com/2018/04/nigerian-youths-not-lazy-adp-tells-president-buhari/; https://
citizen.co.za/news/south-africa/350441/zuma-slams-lazy-south-africans/; Makgala (2013: 56); https://news.
mak.ac.ug/2017/07/president-museveni-launches-national-mindset-education-programme.

⁷ Cooper (2017: 149). ⁸ Rossi (2017: 12).
⁹ Organized and privileged labour has been criticized for opposing wage ‘flexibility’ by, for example,

Nattrass and Seekings (2018: 4); the naivety and unrealistic employment expectations of African youth
have been emphasized by Rankin and Roberts (2011).
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rural infrastructure is immense; and these investments could accelerate the rate of
growth of wage employment, including both wage employment in high-tech
agribusiness activities and wage employment for millions of rural youth in
Africa who have not completed primary schooling. There is a strong human
welfare case for investments targeted at increasing the number of years that
rural girls spend in secondary education and at dramatically improving their
access to contraception, but one direct benefit is too rarely discussed: this type
of investment would immediately reduce the number of new entrants into the
labour market (and improve returns to their labour).

7.2 Young Africans Will Never Get Decent Jobs—Says Who?

Louise Fox, who was employed as the World Bank’s Lead Economist for the Africa
Region before becoming Chief Economist for United States Agency for
International Development (USAID), is a leading representative of one of the
variants of labour market pessimism, arguing that

owing to the demographics and current structure of low income SSA economies,
even exceptionally high economic growth rates in the non-farm sectors have not
and will not generate enough new non-farm wage employment to absorb both
the new entrants and those who seek to leave the agricultural sector.¹⁰

Two major supply-side problems will continue, in Fox’s view, to afflict the region
for many decades and are what lies behind these gloomy predictions. First, there
will be an excess supply of labour because fertility rates in Africa will not fall
rapidly, or as rapidly as they did in the more successful East Asian economies.
Second, the private sector cannot be expected to expand wage employment in
internationally competitive firms very fast, because it will take so long for schools
in rural Africa to improve the literacy and numeracy of their students and produce
sufficient new workers with a basic education.¹¹

Many additional reasons for inadequate rates of growth of wage employment
are given in other World Bank publications, but these reasons are rarely Africa-
specific. Usually they simply repeat familiar rhetorical warnings and the diagrams
from undergraduate economics textbooks cautioning against futile state interven-
tion in all labour markets: employers will be deterred from hiring by minimum
wage legislation, by legislation protecting employees from unfair dismissal, by any
encouragement of collective wage bargaining, and by other regulations requiring

¹⁰ Fox and Sohnesen (2012: 28). See also Filmer and Fox (2014: 5) and Fox, Thomas, and Haines
(2017: ix).

¹¹ Filmer and Fox (2014: 21). The OECD (2018: 17) makes the same argument.

OUP CORRECTED AUTOPAGE PROOFS – FINAL, 13/5/2020, SPi

166   



health benefits, and so on.¹² Employing the usual reactionary rhetorical devices,
the World Bank argues that these types of intervention and legislation risk
harming the poor—because they ‘could, when too stringent, exacerbate inequity
by increasing the share of workers who are either unemployed or in the informal
sector’.¹³ But even if governments could follow the advice of major aid donors—
immediately deregulating and ‘reforming’ labour market institutions—the World
Bank still predicts that structural shifts in African economies over the next decade
will not match East Asia’s achievements in expanding the role of manufacturing
employment.¹⁴

Surprisingly similar predictions have often been published by authors who
would regard themselves as bitterly opposed to the research methods and the
conclusions reached by the International Monetary Fund (IMF), the World Bank,
and USAID. For example, Guy Standing, who until recently played an important
intellectual leadership and policy role in the International Labour Organization
(ILO), believes that

the old proletariat, the core, [is] shrinking fast all over the world. Its remnants
will continue, but they no longer have the strength to develop or impose their
agenda in the political domain.¹⁵

Franco Barchiesi is also unsympathetic to the Washington institutions and his
work has been praised as ‘at the cutting edge of contemporary debates on the
politics of the working class’.¹⁶ He argues that waged work in Africa has always
been ‘precarious’ and that, ‘despite few exceptions as in Nigeria during the 1970s
oil boom . . . the predicament of waged workers after independence was largely
unfavourable across the board’.¹⁷ Other development sociologists agree that
neoliberal policy reforms have ‘forced labour out of formal labour markets into
burgeoning informal economies in a process Marxist scholars refer to as “depro-
letarianization” ’.¹⁸ And if some members of Africa’s ‘vast informal labour reserve’
do become employed producing for the global economy, ‘low-income unstable
work’ or ‘adverse incorporation’ is all they will be offered.¹⁹ There is also the
argument that rural women, in South Africa for instance, should now be regarded

¹² Storm (2019) shows the extreme weakness in the economic logic and empirical analysis behind
one econometric paper that has been particularly influential in persuading governments ‘in India and
much of the developing world’ to turn away from EPL.

¹³ World Bank (2018: 28). On reactionary rhetoric, see Hirschman (1991).
¹⁴ Fox, Thomas, and Haines (2017: 20–1). The World Bank’s projections of shifts in employment in

the Côte d’Ivoire reach similar conclusions about the tiny contribution that wage employment in
industry will make to total employment (Christiaensen and Lawin, 2017: 60).

¹⁵ Standing (2015: 5). ¹⁶ Webster (2012: 88).
¹⁷ Freund (2018); Barchiesi (2017: 22). See also Phimister and Pilossof (2017: 215); while Larmer

emphasizes the weakness of Katangese trade unions and claims that the stagnation and precarity of
wage labour in Copperbelt cities is typical of all urban capitalist spaces in the global south (2017: 182).

¹⁸ Meagher, Manna, and Bolt (2016: 474–6). ¹⁹ Meagher, Manna, and Bolt (2016: 476).
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as members of a surplus population who have uncoupled their livelihoods from
wage employment and are quite successfully building a ‘post-wage’ existence.²⁰

A particularly popular variant of this view has been disseminated through the
International Development Economics Associates (IDEAs) network.²¹ According
to this view, Africa’s rural population will never become wage workers. For
example, in the Patnaiks’ historical account: ‘precapitalist producers lingered on
in real history as a subordinate mass in the periphery without becoming assimi-
lated into the capitalist workforce’.²² This long-term failure of assimilation has
recently become more acute, they argue, because of the sway of neoliberal policy-
making.²³ Some of these scholars draw inspiration from Samir Amin, who (a
century after Lenin) concluded that capitalism had entered into advanced senility,
incapable of generating decent employment and only likely to produce a planet
full of slums.²⁴

Neo-Marxist explanations for the inability of capitalist development in Africa
to absorb workers in productive non-agricultural wage employment often boil
down to the claim that there are insuperable problems faced by capitalist indus-
trial development in all economies located in the (vaguely defined) periphery of
the global economy. One of these problems is described using a strand of
dependency theory that used to be called technological dependency but was
refreshed by Arrighi using Schumpeter’s work on innovation processes. Arrighi
argued that the innovation process

‘tends to begin in the wealthier countries because high incomes create a
favourable environment for product innovations . . . by the time the “new”
products and techniques are adopted by the poorer countries they tend to be
subject to intense competition and no longer bring the high returns they did in
the wealthier countries’.²⁵

The intensity of competition between poor countries belatedly adopting these
techniques is likely to lead them into a race to the bottom (encouraged by
neoliberal policies), promoting falls in real wages. Declining real wages, in turn,
exacerbate another critical barrier to capitalist development in Africa and in other

²⁰ Williams (2017b).
²¹ IDEAs was founded in South Africa; its funders include the Ford Foundation, United Nations

Development Programme (UNDP), Christian Aid, and ActionAid International.
²² Patnaik and Patnaik (2017: 143).
²³ Patnaik (2016: 11). Shivji agrees that throughout Africa ‘the dominant tendency is for the semi-

proletarianisation of labour’ (2009: 76); and see Moyo (2011: 70).
²⁴ Amin (2015: 18). For fulsome praise of Amin’s contribution see: http://roape.net/2018/08/21/a-

rebel-in-the-marxist-citadel-tributes-to-samir-amin/ and Prabhat Patnaik and Jayathi Ghosh: http://
www.networkideas.org/news-analysis/2018/08/obituary-samir-amin-1931-2018/.

²⁵ Arrighi, Silver, and Brewer (2003: 18). Rodrik follows the technological dependency line, arguing
that ‘new technologies disproportionately favor rich economies, well-endowed in skills and capital,
rather than developing economies’ (2018: 8, 11).
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poor areas of the world. This barrier is the low level of domestic demand generated
by the mass of impoverished people for the goods manufactured by proto-
capitalist enterprises in Africa.

The political context for demand deficiency in Africa is rising inequality of
income, of wealth, and of political power, as well as excessive fiscal austerity
leading to deflation. Inadequate aggregate demand and an inadequate growth
rate of decent jobs are not simply caused by a revival of neoliberal macroeconomic
policies (including real wage cuts in the public sector) and their enthusiastic
implementation by a comprador class, but also reflect capitalism’s ineluctable
trend towards stagnation. The central claim of these scholars is that a proletariat
will not emerge in poor economies because, as argued by Paul Baran in 1952,
(monopoly) capitalism and growth are incompatible both in advanced and back-
ward areas of the world.²⁶ Baran’s impossibilist argument was that ‘while in the
advanced countries capitalism leads to stagnation or militarism or both, in the
underdeveloped countries it strangles all efforts at economic advance’.²⁷

7.3 Contesting Ambiguous Evidence on Work for Wages

Perhaps the most reliable evidence on employment covers the small minority of
African employees who are defined by the ILO as ‘formally’ employed.
Unfortunately, the definitions of ‘formality’ used by the ILO have changed over
time, which is one good reason for caution when making judgements about employ-
ment trends in Africa.²⁸ But a glance at the best available (ILO) estimates of changes
in the absolute number of employees between 1991 and 2017 (in Figure 7.1) shows a
consistent and unambiguous increase in ‘formal’ wage employment.

Although many economists have expressed fears about the consequences of
stagnant global wage employment growth, the worldwide number of paid employ-
ees actually increased by almost 20 per cent between 1997 and 2017; and the share
of paid employment in total global employment also increased.²⁹ Part of the
explanation for these global trends is that China’s rate of growth of ‘regular’
wage employment was astonishingly rapid. The rate of growth of employment
in India’s ‘organized’ manufacturing and construction sectors was also impressive
over the period 1999 to 2012,³⁰ with particularly rapid employment growth in
organized manufacturing between 2006 and 2016.³¹

²⁶ Baran’s economic thought is discussed by King (1988).
²⁷ The quotation is from the introduction to the Penguin edition by R. B. Sutcliffe (Baran, 1973:

100). Some useful criticism of Baran can be seen in Kaldor (1958: 169).
²⁸ ILO (2018c: 7–8). ²⁹ ILOSTAT (2018).
³⁰ Chan, Pun, and Selden (2017: 173); Majid (2015: 27); Ghose (2015: 6).
³¹ Basole and Narayan (2018: 23). Less up-to-date evidence on ‘the formal organized sector’ in India

has been used by Jawaharlal Nehru University (JNU)-based economists to make an unconvincing
argument that this sector has failed to draw in more workers: Chandrasekhar and Ghosh (2015: 12).
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What may come as more of a surprise to many is that ILO data also suggest a
rapid rise in the share of paid employees in total employment in Africa—in some
African countries this share has remained low, but in others it has now reached
well over 20 per cent (Ghana, Zambia, and Uganda); it is close to 40 per cent in
Kenya; it is 50 per cent in Senegal; and it is rising fast in Ethiopia and, more
erratically, in Tanzania and Nigeria.³²

All calculations of the share of paid employees in Africa involve estimating the
number Africans employed as ‘own-account workers’ and ‘contributing family
workers’; but these estimates are probably even less reliable than the data on the
more visible Africans employed for a wage or a salary in the ‘formal’ sector. A much
higher proportion of women than men are currently recorded as ‘contributing
family workers’, but there are good grounds for believing that many of the
women lumped into this category are actually doing some seasonal and/or casual
wage work or are employed ‘on commission’ in a disguised wage relationship.

One of the reasons women are so often misclassified by enumerators, (both in
Africa and in the USA), is that household surveys fail to probe respondents by
repeatedly insisting that they provide a complete list of all of the different types of
work that women, especially rural women, undertake over the year as a whole,
rather than during the week before the survey or some other short reference

40
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Figure 7.1 Total number of employees (millions) in sub-Saharan Africa, 1991–2017
Source: ILO Modelled Estimates (2018).

³² ILO Modelled Estimates 2018.
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period. Probing questions have, for example, been shown to significantly increase
estimates of the proportion of paid employees among the employed in Tanzania
and have identified a substantial additional amount of informal work activity in
the US Current Population Survey.³³ Another important reason for the under-
estimate of women’s labour is the widespread use of proxy respondents in Labour
Force and Household Surveys. These respondents (often male ‘household heads’)
answer questions on behalf of other household members, but are known to
provide inaccurate answers to questions about the wage employment of both
women and children. For example, the prevalence of child labour increases very
dramatically when children self-report.³⁴

The ILO defines ‘own-account workers’ and ‘contributing family workers’ as
more ‘vulnerable’ than paid employees in Africa, because the latter benefit from
more job security and better working conditions. It is puzzling that the declining
share of ‘vulnerable’ employment and the rising share of paid employment
(dramatically graphed in Figure 7.2) has generated so little positive comment.
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Figure 7.2 ‘Vulnerable’, wage, and salaried employment shares in total employment,
sub-Saharan Africa, 1992–2016
Note: The World Development Indicators (WDI) define ‘Vulnerable Employment’ as the sum of the
ILO categories ‘own-account workers’ and ‘contributing family workers’. The WDI defines ‘Wage and
Salaried Employment’ as the ILO category ‘employees’.
Source: WDI (2017).

³³ Abraham and Amaya (2018); Serneels et al. (2010). When a longer reference period was used in
the Ugandan Household Survey questionnaire, the estimate of labour force participation increased
dramatically (Fox and Pimhidzai, 2011: 11).

³⁴ Janzen (2018).
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If it is acknowledged that, for example ‘in Ghana, Rwanda, Zambia and Malawi,
wage employment is growing at nearly three times the rate of growth in self-
employment’, this important and positive trend is too often deflated by adding a
downbeat warning: ‘this rapid growth is starting from a very low base and thus
translates into a relatively small number of jobs each year’.³⁵ More broadly, there is
surprisingly little interest in statistical evidence in discussions of precarity.³⁶ Good
examples of a cavalier attitude to statistical evidence (and reliance on tiny sam-
ples) can be found in the influential work of scholars such as James Ferguson and
Ian Scoones.³⁷

The positive trends we have identified (drawing on ILO Labour Force Surveys)
are likely to be significant underestimates of wage employment. One problem is
that Labour Force Surveys are out of date in most African countries: in some
relatively large African countries, such as Nigeria, Ethiopia, the Democratic
Republic of the Congo (DRC), Ghana, Malawi, Uganda, and Zimbabwe, although
there have been important recent changes in the size of the total population and in
patterns of employment and urbanization, the ILO publishes analyses based on
survey data that are five (or more) years old.³⁸ In addition, these surveys are
implemented using methods that ensure a massive undercount of precisely those
forms of wage employment that have historically been particularly important for
early and low-paid entrants into developing labour markets, that is, the women
and children employed as domestic servants.

7.4 How to Hide Domestic Servants
and Child Wage Labourers

At the beginning of the twentieth century, about 1.7 million women and girls were
employed as domestic servants in England and Wales: ‘Measured by employment,
female and male, domestic service was bigger than agriculture in 1901, bigger than
coal-mining, and bigger even than textiles.’³⁹ Despite their dominant position in
labour markets in England and throughout Europe, these wage workers (like their
colleagues now working in Africa) were often ignored: ‘Servants remained in the
shadows: they were employed in a sector that from the late eighteenth century had
been increasingly considered unproductive; they were barely present on the
political scene . . . ’⁴⁰ Similarly, in Africa in the twenty-first century, the ILO
confirms that National Statistical Offices undercount domestic workers, although
a very substantial share of all wage employment for women and girls is as

³⁵ Yeboah and Jayne (2018: 820). On Rwanda see also World Bank (2016b: 55).
³⁶ Doogan (2015: 45). On the UK labour market evidence see also Choonara (2018).
³⁷ Ferguson (2019: 16); see also Ferguson and Li (2018: 2); Scoones et al. (2019: 8).
³⁸ ILO (2018a: table A. 7.1). ³⁹ Outram (2017: 893). ⁴⁰ Sarti (2014: 284).
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domestic servants (‘maids’) employed by private households.⁴¹ They are like the
protagonist of Ralph Ellison’s novel Invisible Man: ‘I am a man of substance, of
flesh and bone, of fiber and liquids—and I might even be said to possess a mind.
I am invisible, understand, simply because people refuse to see me.’⁴²

Research on domestic servants in Zambia, Uganda, Kenya, and several western
African countries suggests not only that millions of domestic servants have been
employed in both rural and urban areas in the past, but also that their number is
currently growing. For example, in Lusaka households across the socio-economic
spectrum employed domestic workers: ‘The demand for childcare was intrinsic-
ally linked to increased female labour-force participation, as many working
women sought “substitutes” to care for their children and take care of domestic
tasks in their absence . . . ’⁴³ The linkages extended further: female domestic
workers themselves have sought such substitutes for their own children’s care.
Despite the fact that so many Africans, including mineworkers, have employed
domestic servants since the 1950s or earlier, Zambian government officials, trade
unionists, and civil society activists very often ignore the domestic service sector.⁴⁴
They certainly do not publicize the negative aspects of the jobs found by some of
these ‘maids’:

Mary expressed real distress at the way she had been treated by the children of
her first employers, a Zambian couple with four children . . . the children would
spit in the dregs of their tea to prevent her from drinking anything they had left.⁴⁵

The lack of respect or recognition accorded to Mary in Lusaka is echoed in
research on casual domestic servants in Nairobi.⁴⁶ Tabloid journalists in
Nampula, Nairobi, and Lagos mix disdain for ‘maids’ and sexualized fear in a
cocktail familiar to students of the early history of the Witwatersrand.⁴⁷ The
number of specialized recruiting agencies and intermediaries in these cities is
growing rapidly, but the total number of very young girls (and boys) currently
exploited as domestic servants remains poorly recorded.⁴⁸

⁴¹ ILO (2018a: 168; 2013: 13–15, 11). Undercounts of undocumented internal migrant and child
domestic workers are also important in some countries (UNCTAD, 2018a: 10).

⁴² Ellison (2001: 1).
⁴³ Female labour force participation rates and the number of Zambian women in formal employ-

ment increased very rapidly between 2008 and 2012: ‘Formal employment growth has been slightly
faster for women than for men (14.6 per cent per year versus 13 per cent per year)’ (Harasty, Kwong,
and Ronnås, 2015: 45).

⁴⁴ Hepburn (2016: 102, 200, 85, 112, 4). ⁴⁵ Hepburn (2016: 113–14).
⁴⁶ Agaya and Asunza (2013: 8–9).
⁴⁷ On sexual fear, moral panics, and servants in rapidly urbanizing South Africa see Van Onselen

(2001). In rural Southern Africa at a later date, sexual anxieties about African servants were explored by
Lessing (1973). Unpaid wages, abuse, and repeated accusations in the media of the rampant sexuality of
‘housegirls’ in Lagos are discussed in detail by Nesbitt-Ahmed (2016).

⁴⁸ Jacquemin (2009); Nesbitt-Ahmed (2016). Underestimates of the employment of maids in
Uganda are discussed in Sender and Von Uexkull (2009: 65) and in Lyon and Valdivia (2010).
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Outside the major cities, there is even less quantitative information about the
employment of children for wages in rural Africa, although our own research in
Ethiopia and Uganda offers some data on prevalence in export crop-producing
areas, as well as many disturbing examples of cruel treatment.⁴⁹ It is not easy to
select the most distressing of the many accounts we recorded, but one combin-
ation of the compulsion to work as a domestic servant and as a coffee harvester in
southern Ethiopia illustrates exploitation that cannot be discussed using the ILO’s
National Child Labour Force Survey:⁵⁰

At a very young age, when she was about six, Eman was driven by hunger to leave
her father; she walked for more than five hours desperately trying to find an aunt
she thought could help her. Her aunt did not welcome her into the family.
Instead, she was put to work as a domestic servant—carrying water, preparing
food for the aunt’s family (which she was not allowed to eat) and was often
slapped when she performed these tasks too slowly or said she was tired. It is
Eman’s job to cook breakfast for her aunt’s children before they go to school; she
is not allowed to eat this food (or go to school) and this makes her cry. Whenever
coffee pickers are required she is sent to do this work in addition to domestic
chores; her aunt took most of her earnings and abused her on those days when
she could not find a job picking coffee. Many coffee farmers underpaid or
physically abused her. She does not think she could manage to find her way
home to visit her parents.⁵¹

7.5 How to Undercount Wage Labour in Agriculture

How is it possible to explain the failure of official surveys to capture the agricul-
tural wage labour we have observed so easily in our fieldwork? There is no simple
answer to this question. Officials and dominant classes in rural areas have always
found it easy to hoodwink urban authorities and well-meaning ‘useful idiot’
visitors.⁵² The District Agricultural Officer in Kabale denied the existence of
wage labour on small vegetable farms in Uganda until we pressed him to shake

The World Bank analyses urban employment in Ethiopia, but ignores the labour market for domestic
servants and child workers (World Bank, 2016c).

⁴⁹ Cramer et al. (2014b: Section 3.5).
⁵⁰ The National Child Labour Force Survey found hardly any children working as domestic servants

in Ethiopia (ILO, 2018b: table 6.3).
⁵¹ Cramer and Sender (forthcoming). Nelson and Brown (2017) provide very similar accounts of the

experiences of child domestic servants in southern Nigeria.
⁵² The Oxford Online Dictionary defines a useful idiot as a foreign citizen regarded by locals as naive

and susceptible to manipulation for propaganda: the term was often used to describe ‘sympathetic’
visitors to the Soviet Union in the 1930s.
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hands with a group of women in a field near his office; and an ILO-funded team
has described how it was deliberately misled about child wage labour by all the
local elite on the largest tea plantation in Ethiopia.⁵³ Efforts to impede statistical
investigation—especially the collection of data on farm labour—are well docu-
mented not only in Africa, but also in Europe.⁵⁴

Another part of the explanation for the ‘missing’ wage workers can be found by
studying the methods used in 35 widely quoted surveys promoted and funded by
the World Bank. Many of the common-sense policy proposals for rural develop-
ment in Africa are based on statistical analyses of Household Budget Surveys,
especially the World Bank’s Living Standards Measurement Surveys (LSMS) and,
more recently, the Integrated Surveys of Agriculture (LSMS-ISA). The results of
these surveys are ideologically convenient; they provide the data used by the
International Food Policy Research Institute (IFPRI) and mainstream agricultural
economists to foster the notion that wage labour is unimportant in rural Africa
and to support populist proposals to skew the allocation of resources towards
‘efficient’ family farms.

Both the LSMS and the LSMS-ISA are designed as nationally representative
household surveys. The latter has ‘a strong focus on agriculture’, collecting panel
data on households in eight sub-Saharan African countries.⁵⁵ Two important
issues need to be raised immediately. First, as noted by the Food and
Agriculture Organization (FAO) but glossed over in LSMS-ISA publications,
these surveys exclude non-household farms. They rarely acknowledge that ‘house-
hold farms are not representative of the entire agricultural sector . . . private
corporate farms also play an important role and may operate a large share of
the agricultural farmland in some countries’. The conclusion reached by FAO
economists is that a ‘substantial share of agricultural land in Malawi, Nigeria and
Uganda is unaccounted for by the LSMS surveys’.⁵⁶

A second important issue is often ignored in analyses of household surveys: not
everyone living in African rural areas is a member of an ‘agricultural household’ or
a ‘farm household’: migrants living in labour camps, landless or semi-landless
people, who may cultivate a tiny vegetable garden rather than owning a farm or an
agricultural enterprise, are unlikely to be recorded as members of agricultural
households in the LSMS-ISA. For example, rural households were excluded from
the sampling frame of a Tanzanian survey of farm households if they produced
too little agricultural output.⁵⁷ The Agricultural Sample Surveys (ASS) in Ethiopia

⁵³ Cramer et al. (2014b) and Kifle, Getahun, and Beyene (2005: 8); see also Chapter 3.
⁵⁴ D’Onofrio (2016: ch. 5).
⁵⁵ http://surveys.worldbank.org/lsms/programs/integrated-surveys-agriculture-ISA.
⁵⁶ Lowder et al. (2016: 7–9).
⁵⁷ Of course, the same survey also excluded large-scale agricultural producers on ‘estates’ or

‘plantations’ because their output was not defined as ‘household’ production (Christiansen and
Sarris, 2007: 163, 8).
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have been the basis for many assertions about agricultural activities in Ethiopia,
but the sample excludes all Ethiopia’s large-scale farms—such as the Wush Wush
and Gumaro tea plantations (and contains no information about their wage
workers)—so it is rather predictable that the ASS underestimates the national
number of rural wage labourers. Similarly, if urban surveys are confined to
respectable residential areas and no special effort is made to sample less salubrious
areas near bars and massage parlours, the number of prostitutes will probably be
underestimated.⁵⁸ Waged work in agriculture is not as stigmatized as work
providing sexual services. But because efforts are so often made to deny its
existence, especially when child agricultural labour is involved, there is a good
case for venue-based sampling of individuals in ‘hotspots’, rather than the con-
ventional random selection of rural households.⁵⁹ Hotspots for child migrant
labour in Africa include cotton in Burkina Faso and cocoa in Côte d’Ivoire.⁶⁰

Most agricultural wage work is concentrated in specific areas and for a few
enterprises, that is, in high-value (export) crop production areas for dynamic
capitalist farmers. Similarly, hired workers are not employed evenly throughout
the agricultural sector of the United States; a very small number of large farmers of
fruits, vegetables, and horticultural speciality crops account for more than half of
the jobs offered to hired workers, most of whom are immigrants into the USA.⁶¹

In Africa, hundreds of thousands of agricultural wage workers also seasonally
migrate, for example, to the Western Cape deciduous fruit farms from the Eastern
Cape, from Zimbabwe and elsewhere. But South Africa’s first LSMS listed hardly
any rural households deriving an income from agricultural wage labour in the
Western Cape—they were excluded from the sample because they did not live in
conventional housing or ‘households’.⁶² Surveys designed to obtain nationally
representative information on all farming households will include a great many
farms located far away from the most important producing and wage-employing
areas—random sampling could miss the biggest concentrations of rural wage
earners. Besides, pretensions to representative sampling usually depend on sam-
ples drawn from an out-of-date National Population Census and/or on the
inaccurate lists of households compiled by local officials. These unreliable sources
for constructing a sampling frame may well exclude the newest in-migrants,
refugees, or squatters; but these excluded individuals are often important suppliers
of unskilled casual wage labourer.⁶³

The questionnaires used in the LSM-ISA (and in the Demographic and Health
Surveys) do not probe to obtain key information about the labour market

⁵⁸ Ethiopia’s ASS is criticized in more detail in Sender (2019). ⁵⁹ Cramer et al. (2014b).
⁶⁰ Edmonds and Shrestha (2012: 105). ⁶¹ Martin (2012).
⁶² Standing, Sender, and Weeks (1996: 240).
⁶³ Household surveys in Africa (and elsewhere) typically exclude the tails of the distribution of

households (Carr-Hill, 2017). Attempts to exclude new arrivals from the lists of officially sanctioned
rural residents are discussed in James (2013).
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experience of all the individuals with close economic ties to rural households; the
LSMS methodology requires enumerators to ask questions about the employment
and labour market participation only of ‘residents’ in rural households.⁶⁴
Following this protocol, a child who is a seasonal labour migrant to another
rural area may well not be defined as resident at the time of the survey and will
be excluded from the roster of individuals about whom the enumerators ask
questions.⁶⁵ Even if these seasonal migrants are identified (by proxy respondents)
as individuals remitting income to surveyed rural households, no detailed infor-
mation is obtained about where they are and how they earn their income; their
remittances are classified as ‘transfer income’ rather than wage income; and the
strange assumption is made that all transfer income should be classified as ‘non-
agricultural’. On the basis of this misleading classification it is argued that most
rural households derive a very low proportion of their income from wages.⁶⁶

7.6 Now You See Them, Now You Don’t:
Estimating Factory Workers

Governments in Africa are much more willing and able to produce statistics on
industrial employment. The absolute number of Africans employed in industry
appears to have grown substantially since 1991.⁶⁷ In the manufacturing sector,
employment has been growing in several African economies, suggesting that
predictions of a generalized decline in or stifling of manufacturing employment
may themselves be premature. In Ethiopia, for example, the number of people
engaged in manufacturing increased from 561,000 in 1995 to 2,825,000 in 2011,
while the comparable increases in Kenya and Nigeria were from 747,000 to
1,990,000 and from 1,271,000 to 2,345,000.⁶⁸ Recent increases in manufacturing
wage employment should be seen in historical context: in the 1960s, a tiny number
of Kenyans or Ethiopians (fewer than 50,000) found jobs in the manufacturing
sector; in 1960, about 47,000 Tanzanians were engaged in the manufacturing
sector, but by 2011 this sector employed about 700,000 workers.⁶⁹ Perhaps the
most dramatic recent increase in recorded wage employment in Africa was in

⁶⁴ Cramer et al. (2014: 176–9).
⁶⁵ Survey data from Burkina Faso show how a failure to obtain data on temporarily absent migrant

youth distorts analyses of inequality and poverty (Akresh and Edmonds, 2010). De Brauw, Mueller, and
Woldehanna (2013), Mueller, Schmidt, and Lozano-Gracia (2015), and Yeboah and Jayne (2018)
provide some quantitative evidence of the importance of rural–rural migration and of remittances to
the migrants’ ‘home’ households.

⁶⁶ It is admitted in passing that agricultural wages are an important source of the income in the case
of the of the very poorest rural households (Davies, Giuseppe, and Zezza, 2017: 161; table A. 3).

⁶⁷ ILO Modelled Estimates 2018.
⁶⁸ Groningen Growth and Development Centre Database (GGDC) 10-Sector Database.
⁶⁹ The early Ethiopian and Kenyan data are from Sender and Smith (1986: 95). The Tanzanian data

are from the GGDC. The growth in employment in Mozambique’s manufacturing sector is very recent,
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This long history of anxieties and periodic panics about impending rural
catastrophe can partly be explained by elite preoccupations with political risk.
There might be threats to those in power if land degradation and declining
agricultural productivity cause accelerated migration by �climate refugees� out of
rural areas, swelling the slum population and the ranks of the urban dangerous
classes, or the number of squatters invading more fertile capitalist farms. In
Nairobi, for example, rapid migration into squatter settlements from rural areas
appears to have reinforced �the government perception that informal settlers are
uneducated, unhealthy and dangerous. Indeed, the informal settlements are
perceived as crime zones.��

These conventional wisdom fears about migration are very weakly supported
by the evidence. There are other�and well-established�facts about migration
from rural Africa that subvert the conventional views: first, only a very small
proportion of the projected increase in Africa�s urban population will be the result
of climate change impacts�about 0.1 per cent according to recent estimates;
second, urban conflict and food riots in Africa have complex causes and cannot
simply be attributed to an influx of �climate refugees� or to anthropogenic climate
change, variability in food production, food availability or prices;�� third, there is
evidence that climate change may�paradoxically for those unfamiliar with
Hirschman�s hiding hand (see Chapter 6)�create important opportunities for
rural–rural migration and encourage investment to increase crop production
and rural incomes, for example in new areas of coffee cultivation in the south-
west highlands of Ethiopia.��

Internationally, moral panic about �climate refugees� has been encouraged by
some of the more xenophobic media, by NGOs, by political demagogues and the
leaders of populist movements in the European Union (EU).�� The imagined
political consequences of Africa�s agricultural retrogression or stagnation do not
require further discussion here. Having suggested that it is important to look
closely at the evidence before indulging in fervid speculation about political
futures, we turn to a more detailed examination of the most prevalent (negative)
assessments of rural technological change in Africa, especially the conclusion that
Africa�s Green Revolution has been �delayed and weak�.

9.3 Chronicle of a Failure Foretold

The Green Revolution, when cereal yields jumped from one to two or more tonnes
per hectare in a few years after the late 1960s, has been described as the most

� Kyed, Stepputat, and Albrecht (2017: 24). For the fears of the urban bourgeoisie during the British
Industrial Revolution see Enzensberger (1974).

�� Rigaud et al. (2018: 87); Selby (2014); Mach et al. (2019). �� Moat et al. (2017).
�� Kelman (2019: 11); Bettini (2013).
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important episode of agricultural innovation in modern history; the World Bank
(and others) have spent more than a decade trying to explain why �it didn�t
happen in Sub-Saharan Africa�.��

[T]he impact of agricultural innovation in sub-Saharan Africa cannot be com-
pared to its success in transforming rural economies of many Asian and Latin
American countries during the 1960s�1990s.��

In the period after 1960, public funding was used �to apply scientific understand-
ings of genetics to the development of improved crop varieties that were suited to
the growing conditions of developing countries�. The initial research to develop
high-yielding varieties (HYVs) of wheat and rice was extraordinarily successful,
resulting in an extremely rapid spread of HYVs from the research centres to many
farms in similar agro-ecological areas, especially to those areas in countries with
extensive irrigation and/or reliable rainfall. In other areas and for other crops,
including crops that are particularly important in Africa, diffusion has taken
much longer.�� For example, in the 18 years between 1965 and 1983, HYVs of
rice and wheat were adopted on more than 120 million hectares in Asia and Latin
America (but only about 0.7 million hectares in sub-Saharan Africa).��

Africa is said to have had �a delayed and weak Green Revolution� and this
failure is explained in different ways: Africa does not have large tracts of agro-
ecologically similar land, comparable to the irrigated lowlands of South East Asia
or the Indo-Gangetic plane of South Asia; Africa�s production environments are
extremely heterogeneous and localized so that no single regional or district
package of HYVs and agrochemicals can be recommended and distributed;
Africa�s soils are generally poor and degraded;�� very low and stagnant levels of
fertilizer use exacerbate land degradation;�� much of the land in Africa�s dry zones
is currently poorly responsive to agrochemical inputs and �generally unfavourable
for agriculture�; many dryland zones are badly served by transport infrastructure
so that many of the agricultural producers living in these zones (about 171 million
people) face extremely long travel times to reach the nearest large town;�� if they
purchase agricultural inputs the costs will be relatively high and the farmgate
prices they receive for their output are likely to be relatively low;�� although less
than 3 per cent of Africa�s total cultivated area is irrigated�compared to about 39
per cent in South Asia and 29 per cent in East Asia�the rate of expansion of the
irrigated area since 1961 has been very much slower than in tropical Asia,
averaging only about 1 per cent per year since 1995; in several African countries

�� World Bank (2007: 55); Goyal and Nash (2017: 7).
�� Ogundari and Bolarinwa (2018: 19, 3). �� Gollin, Hansen, and Wingender (2018: 2).
�� Fuglie and Marder (2015: 339). �� Tittonell and Giller (2013: 88).
�� World Bank (2008: 55).
�� Cervigni and Morris (2016: 115 and 49�63). See also You (2008: 1). �� Porteous (2020: 2).
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there has been a decline between 2000 and 2015 in the percentage of arable land
equipped for irrigation; the cost per hectare of irrigation projects in Africa has
been very much higher than the cost in other regions, partly because African
irrigation projects are relatively small�too small to take advantage of scale
economies to reduce unit costs.��

The rapid development of rice and wheat HYV production appears to have
depended on two earlier specific forms of investment: first, a long history of
accumulating the infrastructure required for irrigation and for rural transport;
and, second, decades of appropriate earlier research on wheat and rice in advanced
capitalist countries prior to the 1960s. There was no similar stock of scientific
knowledge about the crops�cassava, yams, millets, and sorghum�and the crop
mixes that are particularly important in Africa.�� Sorghum and pearl millet
account for about one third of Africa�s cropped area, but hardly any of Africa�s
scientists are currently working on these crops�less than 5 per cent of full-time
equivalent (FTE) researchers. Since the 1960s, national agricultural research
programmes in Africa have received relatively little funding, especially for their
operating budgets, and their expenditure was particularly volatile and squeezed in
the period from the mid-1980s to the end of the 1990s.��

One policy conclusion that could be drawn from this abbreviated list of the
difficulties involved in cultivating areas with degraded soils and erratic rainfall
patterns would be to decide to concentrate on lower hanging fruit, that is, to
allocate far more resources to zones with much higher immediate production
potential and lower risks of climate shock. The slogan that each and every
administrative area should receive a similar amount of state resources to promote
rural development may be politically seductive�because it addresses regional
inequalities, historic neglect, or ethnic discrimination�but is likely be costly in
terms of lost opportunities for accumulation and technological progress. It is a
false remedy for the problem of insufficient �inclusiveness� in resource allocation.

If Africa has failed, for all the reasons given (and others), to replicate the
record-breaking speed of Asia�s Green Revolution, there is no need for policy-
makers to despair or accept all the pronouncements made by the prophets of
ecological doom. For it is not difficult to make certain negative types of prophecy:
we can confidently predict, for example, that most countries in the world will fail
to produce many marathon runners as fast as Eliud Kipchoge or Mary Keitany.
But, if we use a less demanding criterion, we can predict great success for many
non-Kenyan aspiring athletes, that is, we can be confident that the average time
they take to complete a marathon will fall substantially. Policymakers should not
be browbeaten by long lists of reasons for failure; they can reject the usual story of

�� Nhemachena et al. (2018: table 3); Inocencio et al. (2007).
�� Gollin, Hansen, and Wingender (2018: 12, 8�9).
�� Alwang (2015: 15); Beintema and Stads (2017: figures 11 and 13).
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African agricultural production as shrouded in an air of dismal inevitability, of
preordained productivity stagnation�failure foretold. Less stringent criteria can
be used to assess African agricultural success, such as the speed of output and yield
growth relative to Africa�s own past performance, or relative to the agricultural
growth rates achieved when Europe was industrializing.

It is important too for policymakers to recall the failures of past predictions
about future trends in African agricultural output. There were many confident
predictions, for example in the 1980s and 1990s, of progressive declines in
agricultural production as a result of the HIV epidemic; but some of the academic
prophets later published a rare mea culpa, admitting that �as advocacy took over,
so science flew out of the window�. When the areas that were the original source of
the data used to support these catastrophic predictions were resurveyed, it was
discovered that �the AIDS epidemic seems not to have had the profound long-
term impact in this part of East Africa that was predicted 20 years ago�.�� There
has not been enough reflection on the reasons for these mistakes, including the
severe limitations of the researchers� aggregated conceptual model of �a Ugandan
farming system� and the unreliable (but trusted) methods of data collection.

9.4 Measuring Agricultural and Food Production

Assertions about food production in Africa have often been quite gloomy.
�Comparing the 1970s with the present�, as one example has it, �it is readily
apparent that the state of African agriculture is far worse now.��� There is a
particular anxiety that food production has suffered throughout Africa because
of greater integration into global markets. Thus:

Most developing countries have succumbed to the demand to open up and
engage in free trade. This produced area diversion to export crops, led to decline
in the food grains growth rate which fell below the population growth rate,
resulting in falling per capita output and availability of food grains . . . we find
declining per head food grains output combined with fast growing per head
exportables output in every important developing region . . . and the whole of
Sub-Saharan Africa.��

But we will argue that these assertions�often made by aid bureaucrats as well as
by Marxist or neo-Marxist scholars�are questionable. This is a continuation of an

�� Barnett, Dercon, and Seeley (2010: 958); Seeley, Dercon, and Barnett (2010: 333).
�� Bryceson (2009: 56).
�� Patnaik (2016: 145). For similar views see Sundaram and Chowdhury (2017); and Traore and

Sakyi (2018: 6).
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argument made more than three decades ago by one of us, who queried pessim-
istic pronouncements about African food production that were as popular then as
they are now.��

Too little has changed since the mid-1980s: there are still many reasons for
extreme caution when using African food and agricultural production statistics,
including the fact that agricultural censuses have become less common. The Food
and Agriculture Organization (FAO) itself considers that only two countries in
sub-Saharan Africa have high standards in data collection, while standards in
21 other countries remain low, and the remaining African countries could not be
rated.�� Published data available on the Food and Agriculture Organization
Statistical Database (FAOSTAT) and CountrySTAT sites do not always agree
about the level of cereal and starchy root crop production, for example in
Nigeria or Zambia.�� The FAO has argued since the 1950s that high-standard,
reliable estimates of yields can only be obtained by using their recommended
�gold standard� method, that is, a crop-cutting survey. But in a rigorous discus-
sion of crop-cutting samples to measure yields on maize plots in Uganda several
concerns were raised regarding the accuracy of even the most costly crop-
cutting methods.��

Most commentators on hunger continue to rely on the estimates of domestic
food production in the FAO�s published data on food balance sheets (FBS), which
are the basis for estimates of food consumption per capita in all African countries.
But more reliable, individual-level national dietary surveys have established that
the FAO estimates tend to either over- or underestimate consumption of most
types of food.�� These well-known problems with FAO food production and
consumption data, as well as with the Gallup data on self-reported degrees of
hunger, have not prevented the United Nations Development Programme
(UNDP), for example, from expressing the gloomy view�based on these data�
that African dietary intakes have been growing too slowly and that African food
production has been growing �at a very slow rate�.�� Other United Nations (UN)
officials including, for example, a UN Assistant Secretary-General for Economic
Development, are also pessimistic about nutrition, but for very different reasons:
�In Zambia, greater use of seeds and fertilizers from agribusiness tripled maize
production without reducing the country�s very high rates of . . . malnutrition.���
No evidence is provided to support this paradoxical assertion: in fact, the preva-
lence of undernutrition (PoU) and of child stunting fell in Zambia between 2004
and 2006 and 2015 and 2017. Gloom has also been spread by Michael Lipton, who

�� Sender and Smith (1986: 100). �� Carletto, Jolliffe, and Banerjee (2015: 137, 134).
�� Luan et al. (2019: 15). �� Gourlay, Kilic, and Lobell (2017: 10).
�� Del Gobbo et al. (2015). Grünberger (2014: 4). Additional criticisms of the FAO�s FBS approach

are summarized in de Weerdt et al. (2016).
�� Chauvin, Mulangu, and Porto (2012: 4). �� Sundaram (2019).

OUP CORRECTED AUTOPAGE PROOFS – FINAL, 13/5/2020, SPi

     225



is well aware that �Africa�s data for output of food staples are largely worthless�, yet
who nevertheless asserted in 2012 that �calorie output and intake per person in
most of Africa are no higher than in the early 1960s�.��

Despite all the dismal pronouncements quoted, it is surprisingly easy to use
FAO (and United States Department of Agriculture (USDA)) data to question
gloomy assessments of food and staple production in Africa and of the supply of
calories available per person. We do not believe that the data used in Figures 9.1
and 9.2 are reliable. We will continue to provide policymakers with much ammu-
nition to criticize them. But the aggregate official data on food production and
food supply used in these figures can serve a similar purpose to the International
Labour Organization�s (ILO�s) suspect data on African trends in employment
presented in Chapter 7: they frame and provide a corrective perspective to the
widespread pronouncements by economists about Africa�s allegedly tragic
performance.

We now turn attention to the rising trends in the output and yield of those basic
food grains that are so critical for the consumption of Africa�s poor. The trends in
maize production are particularly important because maize is the most commonly
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Figure 9.1 Food production and average food supply in sub-Saharan Africa,
1960�2015
Note: Countries included: Angola, Benin, Botswana, Burkina Faso, Cabo Verde, Cameroon, Central
African Republic, Chad, Congo, Côte d�Ivoire, Eswatini, Ethiopia, Gabon, Gambia, Ghana, Guinea,
Guinea-Bissau, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritania, Mauritius,
Mozambique, Namibia, Niger, Nigeria, Rwanda, Sao Tome and Principe, Senegal, Sierra Leone, South
Africa, Togo, Uganda, United Republic of Tanzania, Zambia, Zimbabwe.
Source: FAOSTAT (2018).

�� Lipton (2012a: 3).
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cultivated cereal in Africa.³� Because crop failure, drought, and yield fluctuations
are so common in Africa, it is always important to look at long-run data: the
production data for maize and rice in Figure 9.2 cover more than fifty years.

It is also important to stress (again) the heterogeneity of African experiences:
recent agricultural performance has been very much more impressive in some
African countries and areas than others. For example, between 1990/2 and 2012/
14, rather rapid growth rates in total and per capita agricultural production were
recorded for Malawi, Ethiopia, Ghana, Mozambique, and Tanzania, while, over
the same period, total and per capita agricultural output plummeted in Zimbabwe
and the growth rate of per capita output was relatively slow in Senegal and the
Côte d�Ivoire. Within countries, a high and probably increasing proportion of
total marketed agricultural output was produced by a small number of farms, with
many farmers only producing tiny or even declining amounts. The policy impli-
cations of more disaggregated agricultural production data will be discussed in
Sections 9.5 and 9.7, while the mediocre growth of agricultural exports and the
rapid growth of food imports�which still account for a very small percentage
(about 2 per cent) of all food consumed in Africa³��were noted in Chapter 5.
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Figure 9.2 Maize and rice production and yield in sub-Saharan Africa, 1960�2018
Source: USDA (2019).

³� Wiggins (2018: 28). African evidence suggests that income elasticities are low for cereals and
tubers (Choudhury and Headey, 2016: table 2.1).

³� Vorley and Lançon (2016: 8).
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The trends shown by the unreliable data in Figures 9.1 and 9.2 may be con-
sidered plausible to the extent that they are consistent with much more reliable
evidence, such as such as the evidence on undernutrition (measured by child
stunting and provided in the United Nations Children�s Fund (UNICEF), World
Health Organization (WHO), World Bank Group Joint Malnutrition Estimates).
These estimates suggest that, between 1990 and 2016, there was a fall in the
proportion of sub-Saharan African children under the age of 5 suffering from
stunting�from 45.7 per cent to 33.6 per cent.

If food production, availability, and calorie intake were actually failing to
improve in sub-Saharan Africa, then well-documented and widespread declines
in child stunting become difficult to understand, because improved nutritional
intake does appear to play an important role in the growth performance of African
infants.³� Apart from the decline in stunting, a more comprehensive measure also
shows a very large reduction since 1990 in the health burden of chronic hunger in
sub-Saharan Africa. Disability-adjusted life years (DALYs) have been used to
measure the number of healthy life years lost in a population that can be directly
attributed to chronic hunger. One econometric analysis suggests that Africa�s
rising total food supply has been associated with a lower burden of chronic hunger
in Africa.³�

The FAO (in collaboration with other international organizations monitor-
ing food, hunger and undernutrition�International Fund for Agricultural
Development (IFAD), UNICEF, WHO, and the World Food Programme
(WFP)) publishes an annual report that appears to be designed to convince
bilateral and other funders of the need to replenish the budgets of these
organizations. In 2018, this flagship report claimed that �Undernourishment
and severe food insecurity appear to be increasing in almost all subregions of
Africa.� The necessary caveats that the FAO itself makes about this self-serving
headline about recent trends in the PoU are relegated to an appendix:

Due to the probabilistic nature of the inference and the margins of uncertainty
associated with estimates of each of the parameters in the model, the precision of
the PoU estimates is generally low.³�

9.5 Against the Poor Measurements behind a Defence
of the Small Farm Orthodoxy

The latest donor efforts to improve the quality of data on crop production and
yields, the Living Standards Measurement Study�Integrated Surveys on

³� Stewart et al. (2019). ³� Gödecke, Stein, and Qaim (2018: 25�6).
³� FAO et al. (2018: 142). Given these margins of error, it is hard to assess the meaning of the finding

that the PoU in sub-Saharan Africa �increased� from 22.3 to 23.2 (ibid.: table 1).
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Agriculture (LSMS-ISA), are funded by the Gates Foundation and managed by the
World Bank rather than the FAO or African statistical agencies. Implementation
began in 2010 but to date these household panel surveys cover just eight African
countries. We already noted, in Chapter 7, one very important methodological
limitation of the LSMS-ISA surveys: their incomplete coverage of the national
agricultural sector and exclusion of the most dynamic large-scale capitalist farm
enterprises. Moreover, the method used by LSMS-ISA to measure the crop
yields in the sampled agricultural households is unreliable: these surveys solicit
farmer-reported information on crop production at the plot level; but research in
Uganda and Ethiopia has shown that farmer-reported data suffers from system-
atic measurement error and leads to biased estimates of production and yield.
When compared to more reliable measures of yield�based on remote sensing
and full-plot cutting, as opposed to cutting from a small sample within a plot�
the farmer-reported yields are particularly likely to be overestimates on smaller
plots; on average, these self-reported yields in Uganda were almost double the
yields measured by more accurate methods.�� Similarly, surveys of maize pro-
duction in Ethiopia indicate that self-reported production is likely to be over-
reported by up to 50 per cent on small plots, but under-reported by 25 per cent
on larger plots.�¹

Evidence this faulty immediately calls into question an ideologically powerful
piece of conventional wisdom. For the implication is that African household
survey evidence supporting an inverse size�productivity relationship is deeply
unreliable. Policymakers should not assume that smaller farms usually achieve
higher yields per hectare than larger farms, or that large farms in Africa are
unlikely to benefit from scale economies. Faith in the relative efficiency and
productivity of smallholder farmers�a powerful nugget of common sense (see
Chapter 3)�underpins almost all policy advice on rural development and poverty
reduction, but this advice appears to be based on the naive view that the largest
and richest farmers have actually been included in the national sampling frame
used by Agricultural Household Surveys (and will usually agree to tell official
surveyors the truth about output and yields on their farms) and that smallholder
farmers give a precise account of their own yields.

The conventional wisdom is that �the most productive farms will be small in
most places in Sub-Saharan Africa� and that these farms, because they are �man-
aged and worked primarily by family members�, can reduce hired-labour super-
vision costs and avoid shirking to achieve high yields. Furthermore, differentiation
or a change in the size distribution of farms in Africa and the increasing domin-
ance of capitalist farmers is unlikely in the foreseeable future: �Poorly functioning
land markets . . . work to help keep farms small, because they keep the risks and

�� Lobell et al. (2018: 13). �¹ Desiere and Jolliffe (2018: 90�1).
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costs of renting or purchasing land unnecessarily high.��² This conventional
wisdom fuels campaigns:

Melinda and I started to realize that the poorest people in the world shared an
occupation in common: They were small farmers. The conclusion was obvious:
They could lift their families up by growing more food.�³

The Agriculture and Rural Development Team in the World Bank confirm that
�Most rural development strategies in Sub-Saharan Africa focus on improving the
productivity of smallholder farms.��� When the evidence is ambiguous or flatly
contradicts the hegemonic faith in the productive potential of these farms, some
mini-farm champions�especially those trained in mainstream micro-econom-
ics�can reach for another weapon to defend their belief: they can deploy the
simple neoclassical model of a unitary farm household to prove that small farmers
�could� (theoretically) be more efficient �if � market imperfections and information
asymmetries disappeared. These neoclassical economists can confidently antici-
pate the disappearance of such market glitches as soon as appropriate institutions,
for example, cooperatives, a high-tech electronic commodity exchange, and com-
petitive financial/insurance services, are conjured out of the air by waving a magic
wand or brandishing a mobile phone.��

The two most important policies and expenditure priorities derived from the
small farm household model and pessimism about technological progress in
Africa involve efforts to provide additional credit and extension advice. Even
economists critical of neoclassical methods and optimistic about African devel-
opmental prospects agree that these policies are urgently needed. Ha-Joon Chang,
for example, argues that �credit provision to small farmers has been one of the
most important challenges that has faced the policy-makers in the early stages of
economic development�.�� Chang quite rightly emphasizes the significance of state
provision of, subsidies to, and regulation of rural credit, but seems to put too
much faith in what we have shown to be a very vague and problematic category of
�small� farmers. We question the impact of these popular policies to support
extension services and private sector credit to small farmers in Section 9.6; and
in Section 9.7 we discuss the potential for alternative policies and investment
priorities.

�² Larson, Muraoka, and Otsuka (2016: 9).
�³ https://www.gatesfoundation.org/media-center/speeches/2012/02/bill-gates-ifad.
�� Larson, Muraoka, and Otsuka (2016: 2).
�� The weak economic logic, patchy evidence, and dubious claims about rural poverty advanced by

believers in the inverse size�productivity relationship are discussed in more detail in Sender and
Johnston (2004). The myth that poor producers in rural areas use mobile phones to obtain more
accurate and lower-cost information on market prices has been criticized by Burrell and Oreglia (2015).

�� Chang (2009: 489, 494).
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9.6 Do Farmers Fail without Advice and Subsidized Credit?

Farmers have good reason not to tell the truth to outsiders and rural development
tourists participating in focus group discussions. But we do think that some of
what they say about extension officers, or about the advice they have received from
young people with technical qualifications employed by the Ministry of
Agriculture, should be taken seriously. We have met successful capitalist farmers
who simply laugh at the idea that inexperienced, wet-behind-the-ears advisors
know what they are talking about and might have something useful to say. The
poorest, especially women who cultivate very small areas and do not have the cash
to purchase agrochemicals and HYVs, have told us that no advisor has ever visited
their farms; they do not even know the name of the local extension officer or the
precise location of his or her office.

But we do not have to rely on our own anecdotes to question the impact of
agricultural extension services in Africa. Historians of the most successful epi-
sodes of technological change in rural Africa emphasize the role of African traders
and capitalists�not agricultural extension officers�in explaining the introduc-
tion and extraordinarily rapid expansion of cocoa in Amansie between 1900 and
1916.�� More recently, there have been hundreds of evaluations of the impact on
agricultural production of expenditure on extension. Policymakers may find it
tedious to wade through all these studies, because when polite and judicious
mainstream economists are funded to evaluate the impact of extension, they
usually hedge their bets on the evidence: �Results from these studies are mixed
and few generalizations can be made�; �evidence from systematic reviews regarding
the effects of extension and advisory services on poverty is extremely thin�; �there
is limited rigorous evidence on the effectiveness of . . . potentially scalable exten-
sion services provided by public agencies in developing countries�.�� These diplo-
matically fudged conclusions suggest there is an elephant in the room�an
awkward fact that no one wants to mention.

The uncomfortable truth is that, after many decades of devoting a high pro-
portion of government recurrent expenditure on agriculture to paying the salaries
and wages of extension staff, it cannot be shown that their work has improved
agricultural productivity. Negative evaluations of extension services have some-
times led to changes in the types of extension projects donors are willing to fund.
For example, the high recurrent cost training and visit model was all the rage at
the World Bank, promoted from 1975 to 1998 in over fifty countries, but it fell out
of favour in Africa to be replaced by models that purport to be more participatory,
geared to farmer field schools and to the average rather than to �progressive�

�� Austin (1987).
�� Alwang et al. (2019: 2); Bernstein, Johnson, and Arsalan (2019); Kondylis et al. (2017: 13); Fabregas

et al. (2017: 8); Waddington et al. (2014: 37). See also Ragasa et al. (2013) and Berhane et al. (2018: 22).
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farmers, sensitive to gender relations and to farmers� demands, based on farmer-
to-farmer interactions, and decentralized.�� But there is no evidence that the new
fads have made much difference. In Kenya, for example, a field experiment on the
impact of text messaging concluded that �we do not find consistent evidence that
advice delivered through mobile phones was effective in increasing knowledge or
use of recommended inputs�.�� In Ethiopia, research on an NGO programme in
North Shewa Zone (to train farmers in soil conservation) concludes that �there
were no differences in crop productivity between attendees and non-attendees,
and higher rate of participation in farmer trainings was not associated with
changes in land-use intensity at the village level�.�¹ An evaluation of a larger
NGO programme providing training in soil fertility management to the members
of farmer-based organizations in Ghana�s Upper Volta Region also could not
demonstrate a positive impact.�² Government-provided advice through salaried
cadres of advisors appears to have been equally ineffective in Ethiopia and Malawi,
for example.�³

Why then do so many governments, donors, and NGOs continue to devote
resources to training and advising smallholders in Africa? There are several
possible answers: it may be politically difficult to retrench large numbers of
government workers or to disappoint college-trained young aspirants to posts in
the bureaucracy; it may also be politically convenient to have eyes in the villages
and a means of policing potential troublemakers, for example, by fining and
imprisoning them or refusing to supply them with subsidized inputs and credit.
Rwanda and Ethiopia provide good examples of rural areas where the line between
state officials and party officials is blurred and an important function of the
development and extension agents, the umudugudu leaders or �the delegates�,
may be to eliminate opposition and entrench the power of the existing elite.��

Insistent demands to increase expenditures on agricultural extension, like
proposals to increase the level of resources devoted to agricultural credit, micro-
credit, and financial inclusion, have often received ideological support from
mainstream economists; these demands have also been amplified by domestic
and international political pressures that policymakers cannot easily ignore.
According to mainstream theory, farmers and other potential capitalists in rural
Africa suffer because they are cut off from the opportunities for investing, risk-
taking, and risk spreading that would be available through better financial inte-
gration into larger national and global financial markets. They do not have access
to critical financial services because they are �afflicted� by fragmented, imperfect
markets; in rural Africa markets do not look anything like the neoclassical ideal
type�information asymmetries and the high costs of attempting to enforce

�� Anderson, Feder, and Ganguly (2006). �� Fabregas et al. (2017: iii).
�¹ Chesterman et al. (2019: 7). �² Andam, Makhija, and Spielman (2018).
�³ Bowser (2015: 22); Ragasa (2019). �� Cramer and Sender (2019a); Huggins (2017: 729).
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contracts in rural areas are major obstacles to adopting new inputs to accelerate
development.��

The policies prescribed by those who believe in reducing market imperfections
to allow untrammelled individual entrepreneurs to spearhead African economic
development are predictable: states and donors should focus on supporting
institutions that ensure the legal enforcement of financial contracts, make prop-
erty rights more secure, and diffuse information. Of course, states should also
remove all forms of �financial repression��directed credit and the regulations that
hinder the entry and expansion of new private (and especially foreign corporate)
lenders in Africa. More recently, mainstream policy conclusions have become a
little more nuanced: it is sometimes acknowledged that the private lenders and
financial institutions may have to be �crowded in�; they will need to be bribed by
access to privatized assets at very low prices and by additional state subsidies,
especially if the aim is to introduce innovative financial products (such as crop
insurance now heavily subsidized by United States Agency for International
Development (USAID) and the Gates Foundation).��

The advocates of conventional liberalization policy packages cannot avoid the
unpalatable conclusion that there is a case for state and donor expenditure to
subsidize rural credit, because they have been unable to find any evidence of the
surge in private sector lending anticipated by the mainstream theorists of �finan-
cial repression� (see Chapter 4), despite the space for private sector initiatives
created by savage cuts in public sector agricultural credit between the 1980s and
the end of the 1990s.�� The dominant view now is that Africa�s rural credit needs
can effectively be provided by subsidizing MFIs that benefit from lower transac-
tion costs and informational hurdles than larger-scale, bureaucratic, and more
formal lenders such as national rural development banks. By the 1990s, the cost of
the subsidies provided annually by donors to the newly fashionable micro-finance
sector was about US$1 billion.��

Despite massive subsidies and repeated policy recommendations to increase
interest rates, very few MFIs in sub-Saharan Africa show any signs of achieving
operational sustainability or reaping the cost advantages of operating at scale.
Those institutions that are least effective in reaching poor farmers have received
more subsidies than institutions making smaller loans to the poor.�� Most credit in
rural Africa continues to be supplied by family, friends, usurious shopkeepers/
traders, and employers seeking to secure labour at below the local market wage
rate. Where there is access to micro-credit, it does not appear to have a discernible
impact on the use of new agricultural inputs such as chemical fertilizer. This was

�� Conning and Udry (2007: 2859�60).
�� De Bock and Gelade (2012). The uptake and renewal rates for micro-insurance in Africa are still

very low.
�� De Bock and Gelade (2007: 2867). �� Hudon and Traca (2011: 966).
�� Cull, Demirgüç-Kunt, and Morduch (2018).
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the conclusion of case studies in Tanzania and Kenya, for example, where panel
data also suggest that both rice yields and household income have failed to
increase with credit use.��

There is even better evidence that most MFIs fail to provide any credit to the
smallest farmers and the poorest rural people. Access to any type of formal
credit by African households at the bottom of the distribution of income is very
low and barely increased between 2011 and 2017.�¹ The much-hyped success of
the fintech innovation for digital money transfers in Kenya (M-Pesa) cannot be
shown to have reduced the poverty of those Kenyans who do not have links to
the relatively wealthy. In western Uganda, women�s access to a micro-finance
cooperative did not prove �an unconditional blessing�. In South Africa, where
the micro-credit bubble expanded at a quite extraordinary rate, the National
Income Dynamics Survey panel data 2008 to 2015 suggest that access to micro-
and informal loans by the poorest rural women has a negative effect on their
quality of life.�²

The distribution of credit in Africa usually excludes poor borrowers in rural
areas and results in problems of financial sustainability. Most donors and the
public relations staff of the MasterCard Foundation and Citibank now prefer to
focus on MFIs� contribution to the nebulous goal of �financial inclusion�, rather
than sticking to the old and widely missed target of poverty reduction.�³
Ignoring evidence on the impact of expenditures to subsidize rural credit may
be convenient for other reasons: regimes often seek to attract support from
influential power brokers by channelling short-term credit to wealthy and
powerful rural borrowers�not merely at de jure rates of interest way below
those charged by private sector informal lenders, but also on the implicit
understanding that de facto there will be no repayments at all. We have argued
that most expenditure to promote MFIs and on financial inclusion continues for
ideological and political reasons: investment resources have not been allocated
to those national institutions that have historically (in Japan, Brazil, South
Korea, the Netherlands, Austria, and Switzerland, for example) been extraor-
dinarily successful in providing savings and money transmission facilities to
relatively poor people�post offices.�� On the contrary, there has been donor
pressure to limit the role of post offices and, in some African countries (Mali, for
example), a structural adjustment programme led to the demise of the post�s
facilities and network.��

�� Nakano and Magezi (2019).
�¹ Awaworyi Churchill (2018); Bernards (2019: 4); Adjognon, Liverpool-Tasie, and Reardon (2017:

table 5a).
�² Bateman, Duvendack, and Loubere (2019); Bateman (2014); Meier zu Selhausen and Stam (2013);

Greyling and Rossouw (2019: 10).
�³ Bateman and Chang (2012: 17). �� Mader (2018: 479); Rillo and Mlyamoto (2016).
�� D�Alcantara, Dembinski, and Pilley (2014: 9).
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9.7 Massive Potential to Sustain and Accelerate Increased
Yields per Hectare: Policy Opportunities

There are several ways to make a more realistic assessment of Africa�s potential to
improve its agricultural performance. We begin by emphasizing the immense gap
between the yields actually achieved on some farms and the low yields achieved by
others farming in the same agro-climatic zones. An important implication of these
carefully measured cropland yield divergences within homogeneous zones is that
there is a huge potential to increase output and productivity, if currently observed
best cultivating practices are diffused throughout the zone.�� Satellite-derived
images have made an important contribution to identifying hotspots of yield
divergence within each African country; they could be used by policymakers to
argue for concentrating investment in specific sub-districts and for closer moni-
toring of the impact of policy on yields.

The current level of adoption of HYVs also provides a good indicator of a
potential for dramatic increases in crop production. Although the HYV adoption
rate in sub-Saharan Africa probably increased by as much in the 2000s as in the
four preceding decades, adoption is very far from universal, as suggested by the
data on yield divergence. By 2010 the total area sown to improved varieties of food
crops exceeded 37 million hectares, more than double the estimated area in 2000;
but this impressive achievement represented only 35 per cent of area planted to
these crops.�� Adoption rates are, for example, only 23 per cent for improved
varieties of cowpea in sub-Saharan Africa; they are as low as 20 per cent for
improved varieties of a key food crop (cassava) in some countries. While
improved varieties of maize are now cultivated on 57 per cent of the total maize
area in West and Central Africa, some countries in this region have only managed
to plant improved varieties on less than 10 per cent of the maize area; in
Mozambique and Angola, improved varieties of maize are also planted on only
10 per cent of the maize area, compared to about 70 per cent in Kenya and 84 per
cent in Zambia.

Increasing the proportion of African farmland cultivated with varieties devel-
oped through modern crop-breeding techniques could make a huge contribution
to improving living standards and to economic growth.�� Already, according to
the estimates of one econometric model, the adoption of improved varieties in
sub-Saharan Africa has boosted average net crop yields by about 0.55 tonnes per
hectare, equivalent to an increase of 47 per cent above average yields achieved
during the period 1976�80. Part of the explanation for the faster rate of adoption
of HYVs in some African countries than others is that these countries have
invested much more in agricultural research, enabling them to release larger

�� Luan et al. (2019). �� Fuglie and Marder (2015: 338).
�� Gollin, Hansen, and Wingender (2018: 32�3); Walker and Alwang (2015: 74�122 and 206�227).
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numbers of new varieties and achieve more rapid rates of diffusion.��
Unfortunately, in a rather large number of sub-Saharan African countries the
growth rates of public agricultural research spending between 2000 and 2014 were
stagnant (seven countries) or negative (five countries).�� Even worse, in several
countries a smaller share of public agricultural expenditure was devoted to
research and development (R&D) than to extension services, despite the much
higher estimated returns to expenditure on R&D than other types of public
agricultural spending.�¹ There is an urgent need for a better-informed policy
debate about how to increase the level and improve the functional allocation of
public agricultural spending. We argue that proposals for reallocating spending
both to R&D and to export crops should now move to the top of the policy agenda.
But a precondition for improving government policy is the availability of much
more transparent, consistent, and accurate data on current patterns of public
agricultural expenditure in Africa.�²

The rate of adoption of HYVs, especially of new varieties of maize, rice, and
vegetables, could be accelerated by prioritizing public sector investment in irriga-
tion and water control because, as noted in Section 9.3, these investments in �the
leading input� improve the prospects for introducing not only HYVs, but also
complementary inputs�such as fertilizers and agrochemicals�that farmers can
use to maximize crop yields. In South Asia the irrigated area represents about 42
per cent of the cultivable area; in sub-Saharan Africa most of the area currently
cropped (at least 95 per cent) is cultivated in the rainy season without irrigation;
producers face the risk of extremely uncertain water availability both in terms of
quantity and timing.�³ The potential to reduce the (often life-threatening) risks of
relying on rainfed cropping systems is considerable: estimates of the precise
magnitude of this potential do differ and are sensitive to underlying assumptions
about cost, yields, internal rates of return, and so on, but all agree that it is possible
to escape some of the risks of rainfed production; that the scope for economically
and technically viable investment to expand the area under irrigation is
considerable.

In the drylands of sub-Saharan Africa, about 5.2 million hectares are currently
irrigated. There is a well-established potential to irrigate an additional 14 million
hectares, equivalent to about 8 per cent of the total area that is currently being
cultivated in the drylands. The impact on sub-Saharan African crop production of
this realistically assessed addition to the irrigated area would be �transformational�:
one estimate is that dryland cereal production could increase by 52 per cent.�� The
impact would be particularly dramatic in those countries where the area that could
be developed for irrigation accounts for a large proportion of the total cultivable

�� Fuglie and Marder (2015: 356�7). �� Beintema and Stads (2017: 7).
�¹ Benin, McBride, and Mogues (2016: 115). �² Mogues and Caceres (2018).
�³ Walker (2016: xvi). �� Ward (2016: 53, 64).
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area. For example, in Malawi fully 70 per cent of the cultivable area in the drylands
could be brought under irrigation and in Ghana and Tanzania the comparable
proportion is more than 25 per cent. Nigeria has the potential to irrigate millions
of hectares of dryland, but many other countries also have the potential to irrigate
large areas�200,000 hectares or more�including Angola, Burkina Faso, Chad,
Ghana, Madagascar, Mali, Niger, Senegal, Somalia, South Africa, and Uganda.��

Successful cultivation of HYVs has usually been associated with improved
water management and has depended on the extremely positive response of
these seeds to fertilizer. An increase in the use of fertilizers appears to have played
a key role throughout the world in raising cereal yields and promoting structural
change.�� Many farmers in sub-Saharan Africa are currently not benefitting
sufficiently from the potential yield gains offered by plant genetic improvement
because they are not applying adequate nutrients to their soils.�� Despite recent
relatively fast rates of growth of consumption in some African countries, fertilizer
consumption remains way below the levels recorded in South Asia: in Bangladesh,
for example, average consumption per hectare is about 280 kg, compared to the
sub-Saharan African average of 15 kg per hectare. There is massive potential to
increase and improve fertilizer use in Africa from a very low base, which has
motivated investors such as Dangote to invest billions of US dollars in fertilizer
production in a number of African countries.��

Policies that combine increases in Africa�s irrigated area with increased (but
appropriate) levels of nutrient application would increase yields in Africa.
Enhanced investment in agricultural R&D should result in more disaggregated
and efficient fertilizer recommendations linked to the push for public sector
investment in irrigation and transport infrastructure in precisely those rural
areas with the greatest potential for wage employment and export production.

�� Ward (2016: 58). �� McArthur and McCord (2017). �� Tittonell and Giller (2013).
�� Oxford Business Group (2019: 18).
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