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Foreword

Economics 1s full of surprises. Its foundations might at
first glance seem counterintuitive, but they have proved
themselves true, again and again in practice. People in
countries where citizens and their governments under-
stand economics have higher standards of living and
more personal liberty than do people who have the mis-
fortune to live in countries where these principles are
ignored or misunderstood.

Dr. George Ayittey understands these principles,
and Applied Economics for Africa shows exactly how
ignoring them has contributed to the struggles Africa
faces today. This book demonstrates that the key to Afri-
ca’s development lies in building upon “its own indige-
nous heritage of participatory democracy based upon
consensus (under the chiefs), free village markets, and
free enterprise.”

A key institution for good is “the market”—a phys-
ical or virtual location where people voluntarily meet
to buy and sell goods . . . as occurred for centuries in
Africa’s history. The great eighteenth-century British
economist (and early opponent of colonialism) Adam
Smith discovered an astonishing property of markets
in which buyers and sellers are freely able to pursue
their interests: such markets produce outcomes that
benefit not only buyers and sellers (their only inten-
tion) but also other participants in the market (not their
intention). Smith’s finding of “beneficial unintended
consequences of self-interested individual behavior”
illustrates one of Milton Iriedman’s favorite “laws”: the
“law of unintended consequences.” Smith nicknamed
the force that produced these good unintended conse-
quences the “invisible hand.”

Forces powering Adam Smith’s invisible hand are
competition and prices. Competition limits market

power. It makes producers who charge prices that are

too high vulnerable to new entrants, who are free
to charge lower prices and thereby take business
away from higher priced and less-efficient produc-
ers. Prices are signals that direct profit-secking pro-
ducers to where goods can be sold at a profit, and
away from where they would be sold at a loss. Free-
dom to enter or leave markets induces producers
to produce things consumers want and reallocate
resources away from what they don’t want.

Magic and mystery seem to suffuse a market econ-
omy because the answer to “Who planned those good
outcomes produced by a free-market economy?” is
“Nobody.” Instead, good outcomes emerge from an
entirely decentralized system in which the only restraints
on self-interest are that buyers have to find sellers willing
to sell to them and sellers have to find buyers willing
to buy. I confess: it took me a long time to appreciate
fully the subtlety, beauty, and widespread ramifications
of the invisible hand.

A term sometimes used in place of “free-market eco-
nomies” is “capitalist mode of production,” a term
that was extensively employed by mid-nineteenth cen-
tury economists Karl Marx and Friedrich Engels—later
termed “capitalism.” The term is peculiar because of
its potentially misleading emphasis on one factor of
production—physical and financial capital—leading
us to neglect equally important roles played by other
necessary factors such as labor, land, and education or
“human capital.” Marx and Engels thought they had
detected a fatal flaw that would lead the market system
to collapse after a gigantic financial crisis. Sooner or
later they believed a new situation would arise in which
markets would vanish entirely because scarcity would
end and goods could be distributed solely according to

“need.” Followers of Marx and Engels called the eco-
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nomic system they thought would succeed market
economies, “communism.” They said little about how
communism or socialism would operate, being preoc-
cupied with analyzing what they said were fatal defects
of market economies.

It’s important to be careful with words—the total-
itarian “communism” enforced by Lenin, Stalin, and
Mao did not resemble at all the pleasant form of
“communism” that Marx and Engels had antici-
pated. The Lenin—Stalin-Mao system was a “planned
command economy” in which an all-powerful central
planner told everyone in the economy what to pro-
duce, where to work, and how much to consume. In
the Stalin—Mao system, liberties of the market were
to be replaced by subservience of individuals to a wise
central planner.

When Lenin and Stalin implemented their form of
communism, they promised it would eliminate insta-
bility and make people better off in terms of the goods
and services they would receive from the state; that
promise was not fulfilled. In exchange for the physical
repression needed to enforce commands, citizens of
twentieth-century communist economies in Russia and
China got widespread poverty, punctuated by episodes
of mass starvation.

Meanwhile, market economies in the United States,
Western Europe, and other parts of the world pros-
pered. All their social and economic classes became
wealthier. This belied Marx and Engels’s prediction
that market economies were fated to collapse.

By the late 1970s, after the death of dictator Mao
Zedong, life-long communists in China with a prac-
tical bent noticed the failure of Marx and Engels’s
prediction and how Stalin and Mao’s brand of com-
munism had impoverished China. Thus, near the
start of the “opening up” of China in the early
1980s, its leader, Deng Xiaoping, asked his eco-
nomic advisors: 1) Why did capitalism not fail?
2) What 1s the current situation in China? and 3) Where
should China go?

Judging from the government decisions that he pre-
sided over, Deng likely received these answers: 1. Marx
and Engels were dead wrong, maybe partly because
leaders of market economies figured out how to tame
financial crises and allow markets to work their magic,

viii

as Adam Smith said. 2. China is an impoverished, back-
ward economy. 3. Learn from what Western economies
did: allow free markets and individuals freedom to
choose their occupations and goods they buy and sell.

Those answers are what must have led Deng
and his colleagues to create “communism with Chi-
nese characteristics.” They made clear that they meant
a large and increasing role for free markets and
international trade of goods and ideas.

A similar story can also be told about India, which
had taken a less drastic form of socialism, but which
had a state-dominated economy, with many national-
ized industries and a complex system of bureaucratic
permissions. The system known as the “License Raj”
kept India poor for four decades. In 1991, measures
were taken by a democratically elected government to
free entrepreneurs and businessess from controls, to
eliminate most licensing requirements, and to open the
country to foreign trade and investment. The results
were impressive, as new industries were founded and
millions of people left poverty behind to join the middle
classes.

Other countries that had been kept in poverty by
socialist controls have joined the trend toward freer
markets—such as the formerly communist countries of
Eastern Europe, Cambodia, and Vietnam—at varying
rates, but all with noticeably positive outcomes.

The book you hold in your hands is Africa’s
economic story. It too has an abundance of failed
socialist policies, but with the rise of what Dr. Ayittey
has termed the “Cheetah Generation”—young entre-
preneurs with vision to apply the principles in this
book—the promise of a brighter future has never been
stronger. Dr. Ayittey artfully uses examples familiar
to African readers to explain with remarkable clar-
ity the useful tools of economics to understand the
complex reality around us.

This is a powerful introduction to the practice of
market economics. The theory is intellectually beau-
tiful, all the more so because it has proved so useful
around the world. May it prove so in Africa as well.

Thomas J. Sargent

Professor of Economics and Business

at New York University

Nobel Prize Laureate in Economic Sciences
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Chapter One
OVERVIEW

The Importance of Economics

Economics was once referred to derogatively as the
“dismal science.” One wag once claimed that if you
corralled a roomful of economists, they would argue
till kingdom come. Some of the criticism is deserved
because economics deals with people and not robots.
Human beings can be flighty and finicky. Although
economists assume that people are rational, that
assumption does not always hold true. The problem
is compounded by the fact that economic statistics
or data are always difficult to compile and not particu-
larly reliable, especially in Africa. This makes it partic-
ularly hazardous to make economic forecasts. In fact,
there is always a difference between forecasted and
actual measured growth. According to John Kenneth
Galbraith, the only function of economic forecasting is
to make astrology look respectable. We shall return to
this topic again in distinguishing between applied and
theoretical economics. Nonetheless there are still five
important reasons to study economics.

The first and most obvious reason is that it makes
you world-wise and helps you understand what is going
on around you; for example, Why do countries trade?
Why does the price of oil keep rising? Will the world
run out of oil? Diamonds are not essential for life, yet
they are more expensive than water—why?

Second, it helps you better plan your budget, life,
and career. For example, suppose your income is 60,000
kwachas and you received a 10 percent increase in your
wages. Would you consider yourself better off? Obvi-
ously, if your income has gone up by 10 percent and
prices have gone up by 30 percent—that is, the rate of
inflation is 30 percent—then you are worse off, because
your income will now buy fewer goods and services.
Most people with an understanding of economics will
know what inflation 1s and how it is computed. They
will also know what careers offer them better income
earning opportunities and what sort of salary increases
would make them better off.

Third, it will also help you understand government

budget policies. Why does the government have a bud-
get? What is the source of government revenue? Obvi-
ously, taxes are the main source—income taxes, excise
taxes, import duties, custom duties, and other levies.
What happens if the government spends more than
its income? What’s a budget deficit? How is a deficit
financed?

Fourth, knowledge of economics helps one under-
stand economic development, or “development” for
short. The primary preoccupation of all African gov-
ernments is to transform their countries from develop-
ing to developed countries. It requires raising income
per capita from, say, $200 per capita to $2,000 a year.
Income per capita is what each person would get in a
year if the national pie were divided equally among all
citizens. Income per capita is generally taken to meas-
ure economic welfare. A higher income per capita gen-
erally means a higher standard of living. Achieving
this requires growing the national pie or increasing the
gross national product (GNP or economic growth).

Most people with some instruction in economics
understand that economic growth is generated by
investment—both domestic and foreign. However,
investment does not occur in a vacuum but in what
is called an “enabling environment.” An African gov-
ernment may draw up a fancy investment code and
roll out a red carpet to woo foreign investors. But those
investors may not come if the business or investment
climate is not conducive enough; for example, taxes
may be exorbitantly high or the country may be en-
gulfed in a civil strike or war. In other words, there are
non-economic factors that affect investment too.

Profiles of Some Famous African Economists

Finally, a degree in economics offers excellent career
opportunities. A student of economics can become a
lecturer or professor, a government minister, or even
the head of state. The following people are famous
economists, arranged alphabetically:
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® Ernest Aryeetey, vice-chancellor, University
of Ghana

® Dr. Makhtar Diop, World Bank vice president
for Africa Region

® Dr. Mo Ibrahim, former CEO of Celtel
and now a philanthropist

® Donald Kaberuka, president of the African
Development Bank

® Thabo Mbeki, former president of South Africa

B Ngozi Okonjo-Iweala, Nigeria’s minister
of Finance

® FEllen Johnson Sirleaf, president of Liberia

As vice-chancellor, Dr. Ary-
eetey is the chief executive
officer of the University of
Ghana, responsible for pro-
viding strategic direction of
the university and for driv-
ing growth and develop-
ment as well as other goals
of the university.

He received his BA from
the University of Ghana
and his PhD in economics
from the University of Dortmund in Germany. He
returned to Ghana, serving as the director of the
Institute of Statistical, Social, and Fconomic
Research (ISSER) of the University of Ghana before
becoming vice-chancellor of the university.

Dr. Makhtar Diop is the
World Bank’s vice president
for the Africa Region. He
has been in the position since
May 2012. Before taking up
this position, he was the
World Bank country director
for Brazil between 2009 and
2012, and previously held
the positions of director of
Strategy and Operations of
the Latin America and the
Caribbean Region, and sec-
tor director for Finance, Pri-
vate Sector, and Infrastruc-
ture in the same region. Between 2002 and 2005, Dr.
Diop was the Bank’s country director for Kenya, Eritrea,
and Somalia. Prior to joining World Bank, he work-
ed at the International Monetary Fund, and served
as minister of Economy and Finance in Senegal.

Ernest Aryeetey, Vice-Chan-
cellor, Unwersity of Ghana

Makhtar Diop, Vice Prest-
dent, Africa Region, World
Bank

Dr. “Mo” Ibrahim is a Sudanese-British mobile com-
munications entrepreneur and billionaire who work-
ed for several tele-
communications com-
panies before setting
up his own Celtel,
which had over 24
million mobile phone
subscribers in four-
teen African coun-
tries.  After selling
Celtel in 2005 for
$3.4 billion, he set
up the Mo Ibrahim
Foundation to encourage better governance in Africa,
as well as created the Mo Ibrahim Index, to eval-
uate the performance of African countries.

In 2007, he initiated the Mo Ibrahim Prize for
Achievement in African Leadership, which awards
a $5 million initial payment and a $200,000 annual
payment for life to African heads of state who deliver
security, health, education, and economic develop-
ment to their constituents and democratically trans-
fer power to their successors. Dr. Ibrahim has pledged
to give at least half of his wealth to charity. Unfor-
tunately, the prize was not awarded to any African
leader for six years (2009, 2010, 2012, 2013, 2015,
and 2016). Asked about the prize and if he would step
down from power in 2013, President Yoweri Museveni
of Uganda retorted, “What an insult!”

In 2007, Ibrahim was awarded an honorary doc-
torate in economics by the University of London’s
School of Oriental and African Studies, and in 2011,
he received an honorary doctor of laws degree from the
University of Pennsylvania.

Dr: George B. N. Ayittey (the author)
and Dr: Mohamed “Mo” Ibrahim

Donald P. Kaberuka was born in Byumba, Rwanda,
and studied at the Univer-
sity of Dar es Salaam as an
undergraduate. He obtained
his MPhil in Development
Studies from University of
East Anglia. He received his
PhD in Economics from the
University of Glasgow.

He worked in banking and
international trade for over
a decade. In October 1997,

he was appointed minister

Donqld P I{aberuka., of Finance and Economic
President of the African Planning in Rwanda. Kabe-
Development Bank ruka served in that position
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for eight years. In 2005, Kaberuka was elected presi-
dent of the African Development Bank (AfDB).

Thabo Mbeki is a South
African politician who served
as president after Nelson
Mandela retired in 1999.
The anti-apartheid sup-
porter rose within the polit-
ical ranks of the African
National Congress. He serv-
ed two terms as the second
president of South Africa
after Nelson Mandela. Mbeki
was the second child of
Govan Mbeki and Ma Mofo-
keng. In 1953, a fire destroy-
ed Mbeki’s kraal and family shop, prompting his
father to migrate to Johannesburg in search of work.
As a young teen in 1955, at Lovedale College, Mbeki
developed an interest in politics. He joined several
student political organizations, including the African
National Congress Youth League at age fourteen.

In 1961, in Johannesburg, Mbeki met Nelson Man-
dela, who advised him to further his education outside
of the country. Mandela believed Mbeki’s life was in
danger due to his political beliefs and affiliations.
Mbeki left for London and enrolled in the University
of Sussex, graduating with a master’s degree in eco-
nomics in 1966. The following year Mbeki started
a job with Communist Party leader Yusuf Dadoo at the
African National Congress offices in London. In 1969,
he moved to Moscow to study at the Institute of Social
Science.

Thabo Mbeki, Former
President of South Africa

Ngozi Okonjo-Iweala was
educated at Harvard Univer-
sity, graduating magna cum
laude with a BAin 1977, and
earned her PhD in regional
economic development from
the Massachusetts Institute
of Technology (MIT) in
1981. She received an Inter-
national Fellowship from the
American  Association  of
University Women (AAUW)
that supported her doctoral
studies.

She is a globally renowned Nigerian economist best
known for her two terms as finance minister and for
her work at the World Bank, including several years

Neozi Okonjo-Iweala,
Nigeria’s Former Minister
of Finance

as one of its managing directors (October 2007—July
2011). She briefly held the position of foreign minister
of Nigeria in 2006.

In 2007, Okonjo-Iweala was considered as a possi-

ble replacement for former World Bank President Paul
Wolfowitz. Subsequently, in 2012, she became one
of three candidates in the race to replace World Bank
President Robert Zoellick at the end of his term of office
in June 2012. On April 16, 2012, it was announced
that she had been unsuccessful in her bid for the World
Bank presidency, having lost to the US nominee, Jim
Yong Kim.
Former Liberian President
Ellen Johnson Sirleaf is
often described as the
world’s first elected black
female president and Afri-
ca’s first elected female
head of state. A graduate
of the College of West
Africa at Monrovia, she
went on to receive her
bachelor’s degree in ac-
counting from the Madi-
son Business College in
Madison, Wisconsin; a de-
gree in economics from the University of Colorado
at Boulder; and a master of public administration
degree from Harvard University. She returned to serve
in the government of her native Liberia. A military
coup in 1980 sent her into exile, but she returned in
1985 to speak out against the military regime. She was
forced to briefly leave the country again. When she
won the 2005 election, Johnson Sirleaf became the
first female elected head of state in Africa. In 2011,
she was one of a trio of women to win the Nobel Peace
Prize.

Ellen Johnson Surleaf,
Jormer President of Liberia

Layout of the Book

Economics is a very important subject but the main
problem in teaching it in Africa is making it less eso-
teric and more relevant to the students. There are three
reasons for this difficulty. First, most of the economic
textbooks are written by foreign authors, using foreign
examples, which makes it difficult for African students
to relate to. For example, it is hard to talk about the
stock exchange as a means of raising capital when very
few African countries have a stock market. Similarly,
it is difficult to talk about oligopolistic firms when the
main players in the economic field are state monopo-
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lies. It should be mentioned, however, that this trend is
changing and more and more economic textbooks are
being written by Africans for African students.

Second, it is difficult to measure economic statistics
in Africa. For one thing, data collection systems are not
well developed and for another, many economic activi-
ties are not counted because they do not go through the
formal marketplace—for example, many of the infor-
mal sector activities such as bicycle repair, bakeries,
tailoring, and so on. Therefore, it is difficult to compute
GDP per capita and to explain what it means.

The third problem is the reliability of the econo-
mic data collected. If the data is not reliable, it will
be impossible to make economic forecasts. This is even
a problem when the data is sound. “In 2014, GDP
growth in South Sudan was either 5% or 36%, de-
pending on whether you believe the IMF or the World
Bank. Estimates vary wildly because African industrial
surveys are often out of date and many national-sta-
tistics bodies treat their economies as if they had not
changed in decades” (The Economust, July 25, 2015; 67).

Fourth and finally, the whole body of economic the-
ory has been built on various assumptions and prem-
ises. If some of these assumptions do not hold, then
what that theory predicts will be far from what happens
in reality. For example, consumer theory assumes that
consumers are rational and have access to information
about prices and can compare them in order to make
the best bargain. But what if consumers are not ratio-
nal and do not have access to all the information that
they need?

As aresult of these difficulties, what is taught or pre-
dicted by economics textbooks may be vastly different
from what actually happens in reality. Therefore, there
is certainly a need to distinguish between economic
theory and applied economics. This book assumes that
readers are familiar with standard economic theory
and proceeds with the discussion on the applied side.

Chapter 2 examines the basic economic problem
which all societies must address—what to produce,
how much, and for whom. All societies—capitalist
societies, communist societies, and traditional African
societies—must answer these questions. In capitalist
and traditional African systems, the economic problem
is solved through the market system. But the market
takes different forms in the two systems. Obviously, one
would be hard-pressed to find a supermarket or a mall
in traditional Africa. Nonetheless, the market system is
quite efficient in solving the economic problem in both
systems. “Efficient” means solving the problem with-

out creating any wastes or shortages. Unfortunately, the
free market is seldom allowed to perform its allocative
functions. This is the subject of Chapter 3.

Chapter 3 examines how the economic problem
is resolved in capitalist economies, paying particular
attention to distributional efficiency, equity, and fair-
ness. Too many governments—in both developing and
developed countries—interfere with the smooth opera-
tion of the market. For arcane, self-serving, and often
political motives, a government may set minimum
wages and fixed prices, including the exchange rate, in
order to placate certain special interest groups, such as
workers, farmers, or consumers. But quite often, state
interventionism hurts the very people the government
set out to protect. For example, price controls create
shortages. If a loaf of bread ordinarily sells for three
kwachas and the government decrees that it must be
sold at one kwacha, bread would vanish from the mar-
ket instantly. There are two reasons for this. First, now
that bread is cheaper, those previously purchasing it at
three kwachas will now buy more. Second, the bak-
ers, who were supplying bread at three kwachas, will
now supply less. The combination of the two—more
demand and less supply—would create a shortage.
Obviously a consumer who cannot find the commod-
ity to buy—regardless of the price—is not going to
be happy. We shall also look at many other controls
African governments resorted to, which not only hurt
consumers, but also helped ruin their economies.

Chapter 4 looks at economic systems in traditional
Africa—in particular, ownership of the means of pro-
duction and the role of women in the distribution
chain. There is much myth regarding these systems in
Africa. For example, communal ownership of land is
just that—a myth. But this chapter is fundamentally
important, not just to dispel myths but also for two
other reasons. First, it describes what is there at the
grassroots level. Clearly, one cannot talk about grass-
roots development if one does not understand what
exists at the grassroots level.

The various means of production in traditional
Africa are privately owned. Huts, spears, and agricul-
tural implements are all private property. Whereas in
the West, the basic economic and social unit is the indi-
vidual, in traditional Africa it has been the extended
family or the clan. The extended family, however, is a
private entity—separate from the tribal government—
and acts as a corporate entity. It owns the land and pools
the resources of its members to produce agricultural
products, the surpluses of which are sold on free village
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and regional markets, where prices are determined by
bargaining, not fixed by chiefs. Such markets were in
existence before the advent of colonialism. Timbuktu,
for example, was one such great market town.

African natives went about their economic activi-
ties on their own initiative and free will. They did not
line up at the entrance of the chief’s hut to apply for
permits before engaging in trade or production. What
and how much they produced was their own decision
to make. In West Africa, market activity has been dom-
inated by women for centuries.

And they traded to make a profit! Whereas in the
West, profit is appropriated by the entrepreneur, it is
shared in traditional Africa. Under the “abusa” system
of West African cocoa farmers, profit is divided three
ways: a third to the owner of the farm, another third to
the laborers, and the remaining third set aside for farm
maintenance and expansion.

The African woman who produced kenkey, garri, or
semolina herself decided to produce those items. No
one forced her to do so. Nor did anyone order the fish-
ermen, artisans, craftsmen, or even hunters what to
produce. In modern parlance, those who go about their
economic activities on their own free will are called
Jree enterprisers. By this definition, the kente weavers
of Ghana; the Yoruba sculptors; the gold, silver, and
blacksmiths; as well as the various indigenous crafts-
men, traders, and farmers, were all free enterprisers.

State intervention in the economy was the exception
rather than the rule, except possibly in the kingdoms
of Dahomey and Asante. Even in commerce, African
states lacked the instruments necessary to control their
economies. In Gold Coast, for example, gold-mining
was open to all subjects of the states of Adanse, Assin,
Denkyira, and Mampong. Some chiefs taxed mining
operations at the rate of one-fifth of the annual out-
put. In some states, all gold mined on certain days was
ceded to the throne. But the mines were in general not
owned and operated by the chiefs. Rather, the chiefs
granted mining concessions.

Second, Chapter 4 helps one understand why Afri-
ca’s postcolonial development went so much awry.
In a nutshell, the postcolonial development can be char-
acterized as “development by imitation.” Basilicas were
built to imitate Rome, tractors and skyscrapers to imi-
tate the United States, an emperor to imitate Irance,
and statues of Marx and Lenin to imitate Moscow.
Now they are building Confucius Institutes—thir-
ty-eight of them across the African continent by 2015.

The astonishing thing was that nobody noticed that

Marx, Lenin, and Confucius were not black Africans.
This sort of unimaginative aping doomed Africa’s
postcolonial development. The leaders and govern-
ment officials were speaking a language the ordinary
folks did not understand. And so, they could not elicit
the sacrifices and the production increases they desired
to raise general economic welfare. “He who does not
know where he came from, does not know where he is
going,” says an African proverb. We are lost in Africa
because we do not know where we came from, which
1s why we copy everything foreign by heart. It is either
because we have no faith in our own or we lack knowl-
edge of our own.

In fact, one theme runs consistently throughout this
book; namely, that there is absolutely nothing wrong
with Africa’s indigenous economic system. It was the
same system blacks in South Africa used to out-compete
whites in the nineteenth century. It was also the same
system cocoa farmers used to transform Ghana into
the world’s largest producer of cocoa—ditto for peanut
farmers in Senegal, cotton farmers in Mali, and many
other African countries. But the indigenous system was
roundly castigated by the ruling elites as “backward
and primitive.” They then proceeded to copy all sorts
of alien and unworkable models from abroad to impose
on the African people. The continent became littered
with the putrid carcasses of failed imported systems.

Chapter 5 examines Africa’s entire postcolonial
experience. So severe was the damage that sixty years
after independence, Africa is still struggling to find the
economic model that would unleash its immense poten-
tial. Back in the 1960s, African leaders chanted: “Only
socialism will save Africa!” But the socialism they prac-
ticed was a peculiar form of Swiss bank socialism that
allowed heads of state and a cohort of ministers to rape
and plunder Africa’s wealth for deposit in Swiss banks.
Asked to define socialism, a minister in Robert Mug-
abe’s government in Zimbabwe said: “Here in Zimba-
bwe, socialism means what is mine is mine but what 1s
yours we share!”

Chapter 6 looks at the various initiatives crafted by
the United Nations, the World Bank, and the IMF, as
well as African leaders themselves, to rescue the con-
tinent. None of these initiatives was successful—not
even the New Economic Partnership for African Devel-
opment (NEPAD) developed by African leaders. By
1980, the socialist/statist claptrap had plunged Africa
into an economic miasma. To extricate themselves,
African leaders trooped to the IMF/World Bank for
a bailout, which provided $25 billion to support Struc-
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tural Adjustment Programs (SAPs or “economic re-
form”) in twenty-nine countries. But many African
leaders snatched the money and did the “coconut boo-
gie”’—one step forward, three steps back, a flip, and
a sidekick to land on a fat Swiss bank account. Accord-

ing to the United Nations Conference on Trade and
Development (UNCTAD) (1998),

Despite many years of policy reform, barely any country in
the region has successfully completed its adjustment pro-
gram with a return to sustained growth. Indeed, the path
from adjustment to improved performance is, at best, a
rough one and, at worst, disappointing dead-end. Of the
15 countries identified as “core adjusters” by the World
Bank in 1993, only three [Lesotho, Nigeria, and Ugandal]
are now classified by the IMF as “strong performers.”
(African Development in a Comparative Perspective, p. xii)

In 1994, only six countries were adjudged by the
World Bank to have performed well over the 1981-92
period: The Gambia, Burkina Faso, Ghana, Nigeria,
Tanzania, and Zimbabwe. Six out of twenty-nine gives
a failure rate in excess of 80 percent. More distress-
ing, the World Bank concluded, “No African country
has achieved a sound macro-economic policy stance.”
Even then, these six turned out to be phantom eco-
nomic success stories. Within four years their stardom
had waned. The World Bank’s own Operations Evalu-
ation Department noted in its December 1995 Report
that, “although Ghana has been projected as a success
story, prospects for satisfactory growth rates and pov-
erty reduction are uncertain.”

This author’s testimony before The Economic Affairs
Subcommitte of the US Senate Foreign Relations
Committee in September 2002 still holds true:

On July 5, 2002, the outgoing World Bank Resident Direc-
tor in Ghana admitted that the bank probably made
a mistake in tagging Ghana a "Star Pupil” at a time when
the country was just beginning to restructure its economy.
“One of the mistakes our institution made is building
these tags. Ghana was reported as a Star Pupil between
1985 and 1991. It is because Ghana chose to adopt the
same policies that the bank and the IMF were advocat-
ing all the time. There was a period between 1992 and
1996 when that status changed a lot. Ghana abandon-
ed some of the medicines. Classic structural adjustments
were abandoned,” [said the director]. (Public Agenda, July
5, 2002)

Zimbabwe has followed the same trajectory: from
stardom to economic stagnation. By 2008, it had de-
scended into an economic freefall and violence with the

world’s highest rate of inflation at 11 million—whatever
that means. In Bulawayo, the Petra High School was
demanding payment of school fees in cows (BBC News,
September 27, 2008). Still, the World Bank kept trotting
out a “phantom list of economic success stories.”

In 1998, five additional countries were identified as
the new “success stories” to replace the old ones: Dem-
ocratic Republic of the Congo (DR Congo), Ethiopia,
Eritrea, Rwanda, and Uganda. In fact, when former
President Clinton visited Africa in 1998, he hailed the
leaders of these countries as the “new leaders” of Africa,
taking charge of their own backyards. It did not help;
they turned out to be reform acrobats and quack dem-
ocrats. The senseless Ethiopian—Eritrean war (1998—
2000), eruption of civil strife following an army take-
over in 1998 in Guinea, and the eruption of civil wars
in western and northern Uganda knocked off most of
the new “success stories.” Even more embarrassing for
former President Clinton, the rest of the so-called new
leaders were at each other’s throats in the Congo con-
flict—Africa’s “first World War” from 1999 to 2005.

The prognosis for the new millennium provided
little to cheer about. In 2008, when the World Bank
adjusted its yardstick for extreme poverty from $1.00 to
$1.25 a day, it found that,

While most of the developing world has managed to

reduce poverty, the rate in Sub-Saharan Africa, the world’s

poorest region, has not changed in nearly 25 years, accord-
ing to data using the new $1.25 a day poverty line. Half
of the people in Sub-Saharan Africa were living below
the poverty line in 2005, the same as in 1981. That means

about 389 million lived under the poverty line in 2005,

compared with 200 million in 1981. (The New York Times,

August 27, 2008; A7)

Back in 2003, the United Nations Development
Program (UNDP) warned that at the prevailing rates
it would take Sub-Saharan Africa another 150 years
to reach some of the Millennium Development Goals
(MDG) agreed to by UN members for 2015 (Financial
Times, July 9, 2003; 1). Former UN Secretary-General
Kofi Annan declared at the African Union Summit in
Abuja in January 2003, that Africa was failing to meet
its Millennium Development Goals (MDGs). This was
echoed by the United Nations” African Development
Director Gilbert Houngbo, in Congo-Brazzaville:
“The [African] continent will fail to reach the goal of
slashing poverty in half by 20157 (The Washington Times,
April 26, 2007; A14).

Admittedly, there is much frustration, confusion,
and hand-wringing in Western capitals and diplomatic
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circles at the glacial pace of progress in Sub-Saharan
Africa. More than $600 billion in Western aid has been
pumped into Africa since 1960 with little to show for
it—except decayed infrastructure, crumpled build-
ings, and failed states. Naturally, there is intense pres-
sure—popular, political, and otherwise—on the part of
Western donors, the media, the World Bank, and mul-
tilateral aid agencies to find some “success stories” in
Africa, however fleeting. This quest is also driven by the
need to accent the positive or avoid painting too nega-
tive a portrait of Africa for reasons of political correct-
ness. Further, there is the hope that showcasing a “suc-
cess story” might encourage other African countries
to emulate its policies. Unfortunately, this approach is
troubling and fraught with pitfalls. It makes it difficult
to separate the hype from reality.

There are those who argue that growth across Africa
1s fundamentally a result of rising commodity prices
and were these prices to collapse, so too would Africa’s
growth rates (Lipton 2012). Others point to the so-called
de-industrialization of Africa. Without a robust manu-
facturing sector, unemployment will remain high and
the economies of Africa will not catch up to the more
advanced countries of the world (Rodrik 2014). Finally,
some warn that youth unemployment could lead to
social unrest in Sub-Saharan Africa (Filmer and Fox
2014). Taken together, it is difficult to reach a coherent
conclusion about Africa’s growth prospects.

Chapter 6 also looks at the entire issue of the fail-
ure of foreign aid. Much of it was conditioned upon the
implementation of reforms. But progress on reforms
has been stilted and sketchy—a situation that has been
exacerbated by the entry of China into Africa. Its for-
ays into Africa are likely to impede reform because
China does not insist on any conditionalities for its aid.

To be sure, the report card is mixed. Some progress
1s being made but at an excruciatingly slow pace. Fueled
by high commodity prices, Africa in 2007 recorded a
respectable 5.2 percent rate of economic growth, but
it was below the 7 percent rate needed to make a dent
on poverty alleviation. Even then, where progress has
been registered, it is fragile. Angola, for example, reg-
istered the continent’s fastest rate of economic growth
of 20.8 percent in 2007, occasioned by high oil prices.
In 2005, the oil revenue of $10.6 billion was almost
double the figure from 2004. But Angola’s oil bonanza
has not trickled down to the poor, and corruption
remains rampant.

Uganda chalked up some impressive growth rates,
averaging 8 percent in 2009 and 2010, following de-

cades of economic reform and earning the World
Bank’s “economic success story” distinction. However,
Uganda’s rates of economic growth are not sustain-
able as they are dependent on large dollops of foreign
aid. Its budget is 35 percent dependent on foreign aid.
Further, economic reform in Uganda has not been
matched by political reform. Back in 1986, President
Yoweri Museveni declared that, “No African head of
state should be in power for more than ten years.” Yet,
he himself has been in power for more than twenty
years and counting. The country is effectively a de facto
one-party state. Museveni’s record on democratization
and human rights has been abominable. Political activ-
ity and press freedoms are severely restricted, limit-
ing the scope for a pluralistic and transparent society.
The Momitor, a private independent newspaper, has
repeatedly been shut down.

Rwanda is another African success story touted as a
model the rest of Africa should emulate. Emerging out
of the horrific 1994 genocide, the country’s economy
has made stupendous recovery. People are generally liv-
ing healthier and wealthier lives. The World Economic
Forum (2016) provided this snapshot of Rwanda’s
economy in January 2017:

® One of the fastest growing economies in Gen-
tral Africa, Rwanda notched up GDP growth of
around 8 percent per year between 2001 and 2014.
® The IMF expects the economy to slow down
this year [2017] and pick up in 2018, forecasting
around 6 percent growth in 2018 compared with
6.9 percent last year. The IMF said Rwanda’s
growth in 2015 was driven by construction,
services, agriculture, and manufacturing, but
mining exports have slowed.

However, Rwanda’s economic miracle is not sus-
tainable (Ayittey, 2017). The country faces some serious
internal challenges. With remarkable forthrightness,
the government admitted as much:

The economy of Rwanda is currently characterized by

internal (budget deficit) and external (Balance of Pay-

ments) macroeconomic disequilibria, alongside
savings and investment rates and high unemployment
and underemployment. In addition, Rwanda’s exports,
composed mainly of tea, coffee, and minerals—whose
prices are subject to fluctuations on the international
market—have not been able to cover imports needs.”
(Republic, 2012; p.10)

low

To avoid bankruptcy, Rwanda requested an eigh-
teen-month standby credit facility (SCF) arrangement
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with access to about US$204 million (SDR 144.18 mil-
lion) or 90 percent of Rwanda’s quota and to extend
Rwanda’s policy support instrument-supported pro-
gram through the end of 2017 (IMF Press Release No.
16/270). This was approved by the board on June 8,
2016. Half was disbursed upon approval of the SCF
arrangement, and with completion of the first review
of the SCF arrangement another US$48.65 million
(SDR 36.045 million) would become available for dis-
bursement. The remaining financing would be consid-
ered in two subsequent reviews in 2017.!

'To be sure, countries borrow from the IMF to over-
come temporary economic adversity. However, the
problems in Rwanda go much deeper and should not
be brushed off perfunctorily because they undermine
Rwanda’s impressive achievement. There are some
major concerns.?

First, alarge chunk of government revenues—30-40
percent of the budget—still comes from aid. The
World Bank (2016) asserts that Rwanda’s economy
is vulnerable to fluctuations in foreign aid. Indeed
growth fell to 4.7 percent in 2013 after some donors
withheld aid over allegations in a 2012 UN report
that the government was backing M23 rebels in the
Democratic Republic of Congo. The World Bank
(2015) 1s skeptical whether Rwanda can maintain high
growth rates without foreign aid:

Rwanda’s economic resilience will not be achieved with-
out keeping high investment rates. However, the current
investment model (high public investment funded by
aid) is not likely to be sustainable; given capacity
constraints to maintain high public investment and pos-
sible decline in aid relative to GDP in the medium-term.
Finding alternative sources of development financing is
a key determinant of future growth.Development of the
financial sector is critical to mobilize both domestic and
foreign saving for financing development.

Second, the foreign economic model Rwanda cop-
ied is unsuitable for Africa. “We want to learn a lot
from Singapore that has been very successful, that has
turned a lot of challenges historically into alot of oppor-
tunities,” Kagame told National Public Radio’s cor-
respondent, Frank Langfitt on September 16, 2012.3
While Rwanda has done well economically, the Asian
Tiger Model—development under authoritarian-
ism—is not one that African countries should emulate.
This model has never worked in postcolonial Africa.
In fact, no dictator has brought lasting prosperity to
any African country because the situations of the two
continents are vastly different. A World Bank mission

to the country in December 1993 praised Rwanda’s
progress on structural adjustment (economic liberaliza-
tion) and painted a rosy portrait of its future.* Its GDP
per capita was $351.278 in 1990; it sank to $125.69
in 1994.5 Had Rwanda been democratic in 1994, per-
haps that dramatic drop in its standard of living would
have been averted, not to mention about a million lives
saved. The democratic quotient is still missing under
Kagame. We explore this issue further in Chapter 8.

Then in 2004, China muscled its way into Africa
with euphonious verbiage about Western colonialism
and imperialism, signing a blizzard of “infrastruc-
ture-for-resources” deals. Trade with China and com-
modity booms pushed Africa’s rate of growth above 5.1
percent in 2009. The World Bank crowed about “Africa
Rising.” President Obama visited Ghana in July 2009,
describing the country as “a model of good gover-
nance and democracy.” But it all sounded like déja
vu. Within four years, Ghana had run out of gas and
was knocking on the IMF door for another bailout to
support its currency, the cedi, which had depreciated
by more than 40 percent in 2013. It is an emerging
“economic success story,” but even in 2017 it is still
heavily weighed down by a bloated bureaucracy com-
prised of 110 cabinet ministers and deputy ministers—
the highest number of any African country.

When The Economist magazine published a special
report titled “Africa: A Hopeless Continent” on May
13, 2000, it drew tumultuous flak from many quar-
ters—even in the West. So a decade later, in December
2011, it published another with the title “The Hope-
ful African Continent.” Since then, various reports
have been released by the International Monetary
Fund (IMF) and the World Bank, trumpeting Africa’s
remarkable progress after the financial crisis of 2008.
The World Bank, in particular, crowed that the growth
rate in Sub-Saharan Africa—or Africa—would rise
from 4.9 percent in 2013 to 5.3 percent in 2014 and
5.5 percent in 2015 (World Bank 2013, 3). The IME,
for its part, scaled up the projection to 5.7 percent for
2014 (IMF 2013, 2).

These reports helped create the buzzword, “Africa
Rising.” A cynic might dismiss this as just hype, which
was exactly the conclusion of Morten Jerven (2014):
“More generally, narratives on African economic
development tend to be loosely connected to facts, and
instead are driven more by hype.” He continued,

According to their own evaluation, IMF forecasts “over-
predicted GDP growth and under-predicted inflation.”
Another study looked at the difference between the fore-
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casts and the subsequent growth revisions in low-income
countries, and found that “output data revisions in low-
income countries are, on average, larger than in other
countries, and that they are much more optimistic.”
Forecasts are systematically optimistic all over the world,
but in Low Income Countries even more so.

Jerven goes on to state that among those on the
list of the fastest growers were countries like Nigeria,
Ghana, and Ethiopia. Both Nigerian and Ghanaian
GDP doubled after re-basing in 2010 and 2013 respec-
tively. How confident should one be about a 7 percent
growth rate when 50 percent of the economy is missing
in the official baseline? Similarly, growth in countries
with outdated base years is also overstated. It is hard
to believe growth rates from Africa. While Ghana has
reportedly had the highest growth rates in the world
over the past years, the reality is that Ghana (together
with Zambia—another of the projected “top ten grow-
ers”) has returned to the IMF to seek a bailout. Worse,
there are also known biases and manipulations. Ethi-
opia, for example, is notable for having long-standing
disagreements with the IMF regarding its growth rates.
Again, according to Jerven,

Whereas the official numbers have been quoted in double
digits for the past decade, a thorough analysis suggested
the actual growth rates were around 5 to 6 percent per
annum. More generally, one study used satellite imaging
of nighttime lights to calculate alternative growth rates,
and found that authoritarian regimes overstate reported
rates of growth by about 0.5 to 1.5 percentage points.
Another recent study argues that inflation is systematically
understated in African countries—which in turn means
that growth and poverty reduction is overstated.®

Jerven claims that “economists who study Africa use
dodgy theory and inappropriate statistical techniques,
and at times deliberately mislead” (The Economist, July
25,2015;67). The controversy is fueled by three factors.
The first is the genuine difficulty in gathering economic
data in Africa. The second is the general tendency of
the despotic regimes to embellish data to make their
tenures look good. And the third is political correctness
or the difficulty of talking frankly about Africa. For rea-
sons of political correctness, very few in the West want
to speak ill of Africa. Whites are unwilling to criticize
the failed policies of black African governments for
fear of being labeled “racist.” Other Westerners, bur-
dened by guilt over the iniquities of the slave trade and
colonialism, are unwilling to do so either. However, for
institutions such as the IMF and the World Bank, there

is a more arcane reason. Having pumped over $600
billion in loans and aid into Africa since independence
in the 1960s, they, together with Western donors, would
be loath to admit that their efforts achieved misera-
ble results, and that would place future aid programs
in jeopardy. But political correctness and self-serving
spin do not serve the African people well. They raise
troubling ethical issues. To be sure, the growth rates for
2014 and 2015 of 4.9 percent and 5.3 percent were
respectably better than those in previous decades, but
a few cautionary notes must be registered.

First, the economic growth rate of 5.7 percent
was below the 7 percent rate needed to make a dent
on poverty alleviation or meet the United Nations
Millennium Development Goals (MDGs) (www.
un.org/millenniumgoals). Furthermore, with a popu-
lation growth averaging 3 pecent, a 5.7 percent growth
rate means it would take Africa nearly a century to
reach middle-income status, other things remaining the
same. Africa is capable of galloping ahead at a 13
percent clip or more. Thus, the 5.7 percent rate of
growth is marginal.

Second, economic growth should not be confused
with economic development. The former is simply
straightforward increases in the gross domestic pro-
duct (GDP), but the latter is defined more broadly
as an improvement in the standard of living of the
average person, which is measured by an increase in
income per capita. An economy can grow without de-
veloping, but development requires economic growth
(a growing national pie) with certain provisos: no
hyper-inflation, high unemployment, worsening in-
come inequality, pollution, etc. For example, income
per capita may be rising, but if income inequality
is worsening (rich getting richer and poor getting
poorer) or if prices are rising rapidly (as in hyper-
inflation), an improvement in the standard of living—
or development—cannot be said to have taken place.
In addition, development also requires improvements
in access to health care, clean water, education, etc.

Many African countries do not meet this requirement
on account of their failure to provide basic social ser-
vices to their people. Angola and Nigeria are classic
cases where economic growth has occurred but not
development. Angola, for example, registered the con-
tinent’s fastest rate of economic growth of 20.8 per-
cent in 2007, occasioned by high oil prices. In 2005,
oil revenue of $10.6 billion was almost double the
figure from 2004. But Angola’s oil bonanza has not trick-
led down to the poor, and corruption remains rampant.
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About 60 percent of Angolans still live in poverty, earn-
ing less than $2 a day—the same percentage as Nigeria.

Despite the ostensibly strong growth in Africa, this
has not translated into poverty reduction because of
high income inequality. Said Francisco Ferreira, acting
chief economist of World Bank Africa Region,

Africa grew faster in the last decade than most other
regions, but the impact on poverty is much less than we
would've liked. Africa’s growth has not been as powerful
in reducing poverty as it could have been because of the
high levels of inequality. Growth with equity is possible,
but it requires a decline in inequality in both outcomes
and opportunities. (World Bank 2013)

Income inequality and poverty “remain unaccept-
ably high and the pace of reduction unacceptably slow.
Inequality is particularly serious in Angola, Equatorial
Guinea, Gabon, Kenya, Nigeria, and South Africa.”
According to the World Bank (2013):

Almost one out of every two Africans lives in extreme pov-
erty today. . . . Optimistically, that rate will fall to between
16 percent and 30 percent by 2030. The report suggests
that most of the world's poor people by 2030 will live
in Africa.

Third, while growth rates are rising, the true picture
is more or less a mixed bag. Some countries such as
Benin, Botswana, Ethiopia, Ghana, Mauritius,
Rwanda, and Uganda have chalked up impressive rates
of economic growth and are shining examples of
African economic success stories. But they are “small
countries” without the locomotive heft to pull the rest
of the continent out of its economic miasma. It is the
meltdown or crises in such “larger countries” as DR
Congo, Nigeria, Somalia, Sudan, and Zimbabwe that
have been dragging the continent down.

Fourth, the current high growth rates have been
fueled by commodity booms—rather than by internal
reform—and, as such, are not sustainable. According
to Makhtar Diop, the World Bank Group’s vice presi-
dent for Africa:

Sustaining Africa’s strong growth over the longer term
while significantly reducing poverty and strengthening
people’s resilience to adversity may prove difficult because
of the many internal and external uncertainties African
countries face . . . . Within Africa, natural disasters such as
droughts and floods are occurring more frequently while
the threat of conflict continues, with recent events in the
Central African Republic and Mali reinforcing the need for
peace, security, and development to take place at the same
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time. This is why the World Bank Group pledged US$1
billion in May this year to help bring peace and develop-
ment back to Africa’s Great Lakes Region through better
health and education services, more jobs and cross-border
trade between the countries in the area, and more elec-
tricity. We will take this same message of peace, security,
and development to the countries of the Sahel over the
coming weeks. (World Bank 2013)

African leaders and their supporters often claim
that Africa’s postcolonial development record is dis-
mal because they did not receive adequate aid from
the rich countries. But as Chapter 6 makes clear, the
true story is different. Various Western governments,
development agencies, and multilateral financial insti-
tutions have provided generous assistance, pouring in
more than $600 billion since 1960 to support Africa’s
development efforts. According to Whitaker (1988):

Even in 1965 almost 20 percent of the Western countries’
development assistance went to Africa. In the 1980s, Afri-
cans, who are about 12 percent of the developing world’s
population, were receiving about 22 percent of the total,
and the share per person was higher than anywhere else
in the Third World—amounting to about $20, versus about
$7 for Latin America and $5 for Asia. (p. 60)

The World Bank (1989) reached similar conclusions:
“Between 1970 and 1982, official development assis-
tance (ODA) per capita increased in real terms by 5
percent a year, much faster than for other developing
countries. In 1982, ODA per capita was $19 for all
Sub-Saharan African countries and $46 per capita for
low-income semiarid African countries—compared,
for example, with $4.80 per capita for South Asia” (p. 13).

The general consensus among African development
analysts is that foreign aid programs and multilateral
lending failed to spur economic growth, arrest Africa’s
economic atrophy, or promote democracy. The conti-
nent is littered with a multitude of “black elephants”
(basilicas, grandiose monuments, grand conference
halls, and show airports) amid institutional decay, crum-
bling infrastructure and environmental degradation.

In destroying their economies, the ruling elites
received much help from abroad. The West looked the
other way as its aid programs propped up tyrannical
regimes in Africa. Western aid programs, in any case,
were saddled with a multiplicity of conflicting objec-
tives, cocooned in a maze of red tape. George Soros,
a billionaire philanthropist, is dismissive of foreign
aid: “It generally serves the interests of donors rather
than recipients” (7he Wall Street fournal, March 14, 2002;
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B1). Indeed, delegates to an aid forum in Accra,
Ghana, in September 2008, ripped into donor coun-
tries, accusing them of hypocrisy:

Several speakers have said between 60 percent and 75 per-
cent of the donor money does not get to the recipient
countries, but remain[s] in the donating country. “You
cannot demand or expect us to produce results or alleviate
poverty when only 25 percent of the donated money gets
to us,” said Patrice Bemba, an official from the Democratic
Republic of Congo Ministry of Finance.

He said a lot of the donor funds meant for programs to
help uplift vulnerable groups such as women and children
from poverty or manage diseases, ends up as fees and sal-
aries to experts from the donating country. Other monies
are lost as overhead costs. “Much of the aid remains in the
hands of consultants and companies in Europe, America,
and Asia, or is just tied aid,” said Robert Fox, of Oxfam
Canada and Head of Oxfam International delegation to
Accra talks. (The Nation, Nairobi, September 4, 2008)

Chapter 7 discusses the real obstacles to African
progress and that most of these obstacles are internal.
The reason why Africa failed to develop has little to
do with artificial colonial borders or inadequate foreign
aid. Neither does it have anything to do with lack of
natural resources. In fact, it has more to do with mis-
governance. The first generation of postcolonial Afri-
can leaders made some serious mistakes. There are
some who are reluctant to criticize the policies of these
African nationalist leaders, many of whom won inde-
pendence for their respective countries. While this is
understandable, the lack of critical review only allows
the mistakes to be repeated. More importantly, criticiz-
ing the policies of Dr. Kwame Nkrumah of Ghana or
Robert Mugabe of Zimbabwe does not mean one hates
Ghanaians or Zimbabweans. Neither does it mean that
one hates black Africans. Two fundamental distinctions
are necessary.

The first distinction is between African leaders and
African people. The leadership has been the problem,
not the people. Leadership failure does not necessar-
ily mean a failure of Africans as a people. The argu-
ment that people deserve the leaders they get is often
parlayed but would be valid if, and only if; people could
take part in choosing their leaders. In most African
countries, leadership is an imposition. In 2017, only
seventeen of the fifty-five African countries were dem-
ocratic where the people could choose their leaders.

On the causes of Africa’s crises, the usual scape-
goats have been the iniquities of the slave trade, West-
ern colonialism, and imperialism. This old canard,

however, has worn thin. Even Africa’s children no lon-
ger buy it. Chernoh Bah, president of the Children’s
Forum, asserted that Africa’s socio-economic problems
are a direct repercussion of incompetent and corrupt
political leaders who usurped political office via the gun
(Standard Times [Freetown], April 2, 2003; web posted).

Second, an African economy consists of three sec-
tors: the traditional and the modern (or formal), with
a transitional or informal sector stuck between them.
These sectors do not operate by the same principles
and logic. The vast majority of the African people who
produce Africa’s real wealth—cash crops, diamonds,
gold, and other minerals—live in the traditional and
informal sectors. Meaningful development and poverty
reduction cannot occur by ignoring these two sectors.
Nor can these sectors be developed without an opera-
tional understanding of their institutions and systems.
The tragedy is, few in the West or Africa understand
these institutions and systems. Thus, one frequently
encounters the absurd situation where so many West-
ern experts, donors, and organizations are trying
to help a people in Africa they don’t understand.

Masai-made beads from lanzania

Traditional Africa, the home of the real people of
Africa, works—albeit at a low level of efficiency—and
has sustained its people for centuries. The natives may
lack formal education, but they are hard-working and
enterprising. Using their raw native intelligence, inge-
nuity, and skills, they have been able to produce some
of the world’s most beautiful cloths (kente, for exam-
ple) and great works of art. The sculptures of Yoruba,
Ibo bronzes, the beads of the Masai, Fang masks, Zulu
headrests, and Sotho snuff containers are recognized
as masterpieces.

Writing in the Los Angeles Times (October 15, 2017)
an American professor at Bard College, Helen Epstein,
noted:

Uganda has a remarkable medical history. Well before
colonial times, the Baganda, Uganda'’s largest tribe, could
distinguish plague from smallpox; Baganda traditional
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surgeons performed caesarean sections in the 19th cen-
tury, when Europeans considered them too difficult and
dangerous. During the 1950s and '60s, Ugandans helped
pioneer treatment for childhood cancers and malnutri-
tion. When Singapore was looking to reform its health
system in the 1960s, it sent a delegation to Uganda.

Today Uganda’s health system is a shambles, even
though American taxpayers plow hundreds of millions of
dollars annually into medical projects there. Bats, snakes
and other wildlife have taken up residence in once-
functioning rural clinics.

Agriculture is their main occupation, but it has per-
formed abysmally. From 1961 to 1995, “per capita food
production in Africa dropped by 12 percent, whereas it
advanced by leaps and bounds in developing countries
in Asia” (The Economist, September 7, 1996). Zaire, now
the Democratic Republic of the Congo, exported food
when it was the Belgian Congo. Today, it cannot feed
itself, nor can postcolonial Zambia, Sierra Leone, or
Tanzania. In 1990, about 40 percent of Sub-Saharan
Africa’s food was imported, despite the assertion by
the Food and Agriculture Organization of the United
Nations that the Congo Basin alone could produce
enough food to feed all of Sub-Saharan Africa. The
situation has deteriorated so rapidly in Nigeria and
the Democratic Republic of the Congo that eating
has become a luxury. “We cannot afford even a meal
a day,” said Andre Miku, a retired mechanic in Kin-
shasa, Congo. “We try to keep at least the children fed”
(Washington Post, September 14, 1998; A16). A decade
and a half later, the situation has changed little. Africa
spends some $35 billion on food imports—about the
same amount it receives in foreign aid.

Africa can’t feed itself, not so much because its farm-
ers lack access to land or do not know how to grow
food. After all, they have been growing food for cen-
turies. As Chapter 7 discusses, investment and produc-
tion do not take place in a vacuum but in an enabling
environment. At the minimum, such an environment
should be one that inspires greater effort and output.
Unfortunately, it’s an environment that’s not available
in many African countries which are torn by conflict,
political instability, repression, and corruption, among
others. These maladies are often the result of years and
years of misrule.

Today, most Africans would affirm that bad, cor-
rupt leadership has been the major cause of Africa’s
woes. The postcolonial leadership, with few exceptions,
established defective political and economic systems
in which enormous power was concentrated in the
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hands of the state and ultimately one individual. After
winning independence for their respective countries,
African nationalist leaders were hailed as liberation
heroes, swept into office with large parliamentary
majorities, and deified. They never went back to build
upon their own indigenous heritage of participatory
democracy based upon consensus (under the chiefs),
free village markets and free enterprise. Kwame Nkru-
mah of Ghana, for example, rejected democracy as
an “imperialist dogma.” Capitalism was rejected as
a Western colonial institution: socialism, the antithe-
sis of capitalism, was adopted. Even in the early 1980s,
scores of markets, which had been in existence for cen-
turies, were razed after being denounced as “dens of
profiteers.”

There were free village markets, free trade, and
free enterprise before the advent of colonialism in
Africa. Timbuktu, for example was one great market
town. Iree-trade routes crisscrossed the continent with
the trans-Saharan being the most famous. Politically,
decision-making was by consensus at village meetings.
These meetings were variously called aselena kese by the
Ashanti, ama-ala by the Igbo, guurti by the Somali, ndaba
by the Zulu, pitso by the Xhosa, dare by the Shona, and
kgotla by the Tswana. Dictatorship is not compatible
with political systems that reach decisions by consen-
sus. Indeed, the late and famous British economist Lord
Peter Bauer once remarked that: “Despotism and klep-
tocracy do not inhere in the nature of African cultures
or in the African character; but they are now rife in
what was once called British colonial Africa, notably
West Africa” (Bauer 1984, 104).

Understandably, every effort was made to eradicate
the vestiges of colonialism and protect the new nations
against foreign exploitation. But in so doing, many Afri-
can leaders threw the baby out with the bathwater. For
example, the free market, which had existed in Africa
for centuries, was confused with Western colonialism
and capitalism, and spurned. A plethora of state con-
trols was instituted to ensure state participation in the
economy as well as control of the commanding heights
of the economy. The leadership, with few exceptions,
demanded great powers to eradicate poverty and fight
the colonialist enemy. In the process, bizarre systems
were established in which enormous power was con-
centrated in the hands of the state and ultimately one
individual.

The political systems were characterized by “one-
man rule” (sultanism or one-party states) and the eco-
nomic systems were “statism” or dirigisme—heavy state
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participation or direction of economic activity. Even
pro-Western countries such as Ivory Coast, Kenya,
Malawi, Nigeria, and Togo were dirigiste and one-
party states or military dictatorships. The rationale for
the adoption of these systems is well-known: the need
for national unity, ideological aversion to capitalism,
and the need to protect the newly independent African
nations against foreign exploitation. It should be noted
that these monstrous systems bore no affinity to the
indigenous systems or even the hated colonial systems.

In the indecent haste to develop Africa, billions
in Western development aid were channeled into the
modern sector or the urban area, the seat of govern-
ment and the abode of the ruling elite. The informal
and the traditional sectors were neglected, as agricul-
ture was castigated as an inferior form of occupation.
Industrialization was the rage. Huge foreign loans were
contracted to set up a dizzying array of state enter-
prises. Problems soon emerged.

State enterprises became towering edifices of gross
inefficiency, waste, and graft. State economic controls
created artificial shortages and black markets. Very
quickly, the ruling elites discovered that they could use
the enormous power vested in the state to amass private
wealth, punish their rivals, and perpetuate themselves in
office. Gradually “government,” as we know it, ceased
to exist. What came to exist was a “vampire state”—
a government hijacked by a phalanx of unrepentant
bandits and vagabonds in Ray-Ban goggles, who used
the machinery of the state to enrich themselves, their
cronies, and their tribesmen. All others were excluded
(the politics of exclusion or “economic apartheid”).
Over time, the “vampire state” metastasized into
an ugly monstrosity—a “coconut republic”—and
ascene of incessant power struggles. Politically excluded
groups rose up in rebel insurgencies. Eventually, the
coconut republic imploded, sucking the country into
a vortex of carnage and mayhem.

In that scenario, the government became totally
divorced from the people and perceived by those run-
ning it as a vehicle, not to serve, but to fleece the people.

In August 2004, an African Union report claimed
that Africa loses an estimated $148 billion annually to
corrupt practices—a figure that far exceeds the paltry
$30 billion Africa receives in foreign aid from all sources
(Vanguard, Lagos, August 6, 2004; www.allafrica.com).

Their primordial instinct is to loot the national
treasury, perpetuate themselves in power and brutally
suppress all dissent and opposition. And the worst part
is, they do not invest their booty in their own African

countries but choose to stash it in Swiss and foreign
bank accounts. According to a United Nation’s esti-
mate, in 1991 alone, more than $200 billion in capital
was siphoned out of Africa by the ruling elites (7/e New
York ‘Times, February 4, 1996; 4). Note that this amount
was more than half of Africa’s foreign debt of $320
billion. A UN Report on Global Corruption, released
in Vienna on April 13, says that up to US$30B in aid
for Africa, twice the GDP of Ghana, Kenya, and
Uganda combined, has ended up in foreign bank
accounts (New Vision, April 15, 2000).

Writing for the Globalization Institute on July 20,
2005, Tim Worstall noted that “Africa experiences cap-
ital flight of up to $90 billion a year and the external
stock of capital held by Africa’s political elites is $700—
800 billion. Along with missing billions in export earn-
ings from oil, gas, diamonds, and other minerals that
are not openly accounted for, it then becomes unclear
if Africa suffers from a poverty trap because of a lack
of money” (The Economust, July 20, 2005).

In other words, Africa’s begging bowl leaks terribly.
Capital flight out of Africa, on an annual basis, exceeds
what comes into Africa as foreign aid. There is some-
thing infuriating about these figures. African leaders
want rich countries to share their wealth with Africa,
but are they prepared to share theirs with their people?

Chapter 8 provides an alternative way of analyzing
Africa’s development crisis. It may be likened to embark-
ing on the journey from Point A (an underdeveloped
state) to Point B (a developed state) in a vehicle. The
development scenario in most African countries can be
described thus: bad driver, bad vehicle, bad strategy,
bad roads, and angry passengers fed up with lack of
progress. In far too many countries, the bad driver was
changed—often violently through a rebel insurgency or
a revolution—but the bad vehicle was left unreformed,
which often led to a hijacking or reversal of revolutions
and a return to the old status quo. Chapter 8, however,
doesn’t just complain but attempts to offer a solution to
corruption, a pressing problem in Africa.

Chapter 9, in the same vein, offers an alternative
development model. This model is not copied from
Jupiter; rather it is in harmony with Africa’s own indig-
enous heritage of entrepreneurship, free village mar-
kets, free trade, and free enterprise.

The new development metric advocates entrepre-
neurship that is not alien to Africa. Throughout Afri-
can history, countless traders—especially long-distance
traders—have traveled great distances to purchase gold,
salt, cowrie shells, and other goods to sell. An exam-
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ple is the case of Abi Jones, a Sierra Leonean woman
trader who made a fortune selling piassava.

Today, there is a new generation of angry Africans
who are fed up with their incompetent and corrupt gov-
ernments. These Africans, called the Cheetah Gener-
ation, are educated, agile, tech savvy, and entrepre-
neurial. They are not sitting waiting for government
to do things for them. They brook no nonsense about
corruption and government dysfunction. They are
determined to take back Africa—one village at a time.

Africa’s salvation rests on the backs of the Cheetah
Generation. This author conducted interviews with
several of Africa’s Cheetahs in Ghana, Nigeria, Kenya,
and Zambia. Their success stories are discussed in
Chapter 9.

For decades this author has been championing
“African solutions to African problems” and arguing
that the salvation of Africa does not lie inside the corri-
dors of the World Bank, the IME, or the US Congress.
Neither does it lie in the inner sanctum of the Chinese
Politburo or the Russian presidium. It lies in Africa’s
own backyard—in her own indigenous institutions.
In fact, more African intellectuals are making this clar-
ion call. Africa’s intellectual giants—Chinua Achebe
(2012) and Wole Soyinka (2012)—have added their
voices too. The author reviewed their two books
for The Wall Street Journal (“The Gods Are Angry,”
November 2, 2012). The following is a synopsis of that
review.

It is astonishing that the two authors writing from such
different perspectives should conclude that the solutions
to Africa’s problems can be found in Africa—her bosom,
her humanity—and that Africans must rebuild their own
indigenous institutions.

But Messrs. Soyinka and Achebe’s focus on Negritude
is problematic. It is an idea that failed miserably. Its first
African proponent, the late president of Senegal Leopold
Senghor, thoroughly discredited the concept by using it to
develop an “African socialism” as an alternative to Marx-
ism. Socialism is fundamentally antithetical to Africa’s eco-
nomic heritage, which explains why it was a disaster wher-
ever it was implemented in Africa—in countries as varied
as Ghana, Guinea, and Tanzania, for example—producing
one economic crisis after another. (When Senghor retired
as president in 1980, he settled in France with a French
wife to focus on helping improve the French language—
some Negritude!)

Messrs. Soyinka and Achebe also fail to adequately
explain the genesis of African spirituality. It stems from
the belief that man doesn’t live alone in the universe,
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which Africans divided into three elements: the sky, the
world, and the earth. Each person has a specific place and
function in this universe. Human action corresponds to
the animation of nature, and each gesture correlates with
some aspect of the universe. African art, dance, music, and
other human activities are a reflection of the rhythms of
the universe.

The three cosmological elements—each represented by
a god—must be in perfect harmony or balance. The sky
god is the supreme among them, and each must be pro-
pitiated. If the sky god is “angry,” there will be thunder,
floods, etc. If the world god is angry, there will be conflict,
war, and state collapse. If the earth god is angry, there
will be poor harvest, famine, barren women, and the like.
The gods may take human, inanimate, or spiritual forms,
and there are many intercessors—dead or alive—between
man and the gods: ancestors, kings, chiefs, priests, medi-
cine men. All are arranged in a hierarchical order. Among
some tribes, harmony among the cosmological elements,
called kiet among the Nnamdi of Kenya, requires corre-
sponding human behavior: tolerance, accommodation,
etc. (Mr. Achebe’s Igbo, for instance, have no gods, since
any individual person is the union of the three elements.)
Religious intolerance and fanaticism thus have no place in
the highest ideals of the African soul, something noted by
both Messrs. Soyinka and Achebe. They wouldn't coexist in
a religious system that seeks harmony among the cosmo-
logical elements.

There are more than 2,000 African ethnic groups,
but despite the incredible diversity, there are strik-
ing commonalities among them. Whereas Western
jurisprudence emphasizes punishing the guilty, the
widespread African tradition stresses restitution and
reconciliation or “restorative justice”—the basis of
South Africa’s Truth and Reconciliation Commissions
established after the dismantling of apartheid. Africa’s
economic heritage featured free village markets. There
were rudimentary free markets in Timbuktu, Kano,
Salaga, Onitsa, Mombasa, and elsewhere before the
advent of the colonial era. Whereas the West practiced
majoritarian (or representative) democracy, ancient
Africans practiced participatory democracy, where
decisions were taken by consensus at village meetings,
as noted above.

More importantly, the traditional system of gov-
ernance was inclusive. In Senegal, slaves could send
representatives to the king’s court. There was also for-
eign representation: the kings and chiefs of Angola and
Asante, for example, allowed European merchants to
send their representatives to their courts. Many empires
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in pre-colonial Africa—Ghana, Mali, Songhai—were
confederacies, characterized by decentralization of
power and devolution of authority.

But much of this knowledge, as Mr. Soyinka
rightly complains, has been hidden. Myths about
Africa came to replace these truths, and the problem
was compounded by the failure on all sides to distin-
guish between form and substance. The institutions of
democracy, free markets, money, marriage, and justice,
can take many forms. Just because there were no bal-
lot boxes or supermarkets or white-wigged judges in
pre-colonial African villages doesn’t mean Africans had
no conception of those institutions. African tribal cul-
tures aren’t in conflict with the West; only the forms of
institutions are different.

In fact, there is one area where the two share exactly
the same political philosophy: both see the state as a
necessary evil. The American founding fathers chose
to deal with this particular threat constitutionally by
limiting the powers of the state. Africans found two
unique ways to accomplish the same. The first was to
abolish the state altogether and dispense with central-
ized authority. Such acephalous, or stateless, societies
included the Ga, the Igbo, the Gikuyu, the Somali, and
the Tallensi. These tribes have no chiefs or kings and
took the concept of freedom to its most radical limit.

Other tribes chose to have states and centralized
authority but surrounded them with councils upon
councils to prevent them from abusing their powers.
Kings had no political powers; their role was spiritual
or supernatural (to mediate among the cosmological
elements). For this role, they were mostly secluded in
their palaces to keep their royal fingers out of people’s
business. The Yoruba Oona, for example, could only
venture out of his palace under the cover of darkness.
Such indigenous democratic forms were eroded during
the colonial age and decimated in the postcolonial one.

So what makes up Africa’s soul? Tolerance, consen-
sus-building, inclusion, restorative justice, decentraliza-
tion of power, free village markets, and free enterprise.
The gods are angry because Africa’s soul has been den-
igrated and trashed. As Messrs. Soyinka and Achebe
warn us, Africa is doomed unless her rulers discover
her soul. Without this knowledge, we cannot traverse
the path to development. An African proverb says,
“He who does not know where he came from does
not know where he is going.” Africa is lost and
wandering because many of its leaders do not know
where they came from. They have been copying alien
systems and institutions, instead of building upon

their own. For example, they have been building Con-
fucius Institutes across Africa, not Ubuntu Institutes.

The discussion above is the primary reason why
this book is entitled Applied Economics for Africa, because
economic development is affected by a whole slew of
factors besides economic variables—for example, cul-
ture, religion, climate, and many other factors as well.
As we have also seen, even gathering data on economic
variables can be daunting; not to mention the risk of
fudging by despots to make the performance of their
regimes look good. So what the economic model says
or predicts may not be what actually happens in prac-
tice; hence, “Applied Economics.”

The final Chapter 10 attempts some conclusions
and looks at the way ahead. For most African countries,
the prognosis is rather bleak. A few “small” countries
may dash forward and break out of the pack. But for
most African countries, the road ahead is likely to be
bumpy. Some countries will succumb to the dreaded
immutable laws of African misgovernance and
implode, rebuild, re-implode, re-rebuild, etc. For exam-
ple, one such law is that the destruction of an African
country—regardless of the ideology, ethnicity, or reli-
gion of its leader—always, always begins with a dispute
over the electoral process or transfer of power. If losers
of elections do not accept the results or if the mecha-
nism for peaceful transfer of power does not exist, then
trouble lies ahead.

This means that more state collapse, implosion,
chaos, carnage, and refugees can be expected in the
near future. It may be blasphemous to conclude on
such a note but in keeping with the spirit of this book,
the truth must be told. For far too long the African peo-
ple have been lied to, misled, and exploited. They must
know the truth—even if it hurts.
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Chapter Two
THE ECONOMIC PROBLEM

Introduction

Consider a society and imagine what the members
of that society may want at any given time. Some may
want umbrellas if it were raining; others may want
food, and so on. If one were to compile a list of such
wants, it might include a radio, a shirt, a blouse, and
so forth. Economists characterize the wants of peo-
ple as unlimited. However, to produce the goods and
services people want requires resources or factors
of production. Four are recognized in economics:
land, labor, capital, and entrepreneur. At any moment
of time, these resources or factors of production are
limited in supply.

Land is taken to be actual land and everything
embedded in it—for example, gold, oil, and other
mineral deposits. It is assumed that the geographical
size of a country is given and cannot be increased
except through invasion or conquest. However,
there are instances where the size of land size can
be increased marginally through land reclamation—
for example, draining swamps and bogs, or irrigating
land for agricultural purpose

Labor can be broken up into two sections—skilled
and unskilled labor. Skilled labor such as doctors,
accountants, mechanics, and so on, takes time to pro-
duce. Therefore, at any moment of time or in the
short run, the supply of skilled labor is fixed. While it
is true that unskilled labor does not have to go through
rigorous and extended periods of training, its supply
in the short run is also considered limited because
it takes time to produce babies and wait for them
to grow up to become unskilled laborers.

Economists define “capital” as anything that is not
wanted for its own sake but to help in the produc-
tion of other goods. For example, consider Robinson
Crusoe marooned on an island. If he is hungry and
wants to eat, he must catch fish with his bare hands.
Assume that for one whole day he can only catch
twenty fish. Assume further that after a few days he
decides to make a fishing net. This requires an invest-

ment of time and effort, and after three days, he is
able to produce a net, with which he is able to catch
three hundred fish.

The fishing net, in economics, is called a “capital
good.” It is not a want for its own sake; nobody would
want to hang a fishing net in their living rooms to
impress friends. But the fishing net is desirable in
helping catch fish. Other examples of capital goods
would include a spear, truck, tractor, bridge, blender,
frying pan, and so forth.

Two things may be noticed about the capital good.
First, the production of capital goods requires an
investment of time, effort, and money to produce it.
Second, the use of capital goods is very productive.
Notice that without the use of a fishing net, Crusoe
was only able to catch twenty fish. But with the fish-
ing net his productivity shot up to three hundred fish.
Also note that a society’s stock of capital goods at any
moment of time is limited. The stock is comprised
of such items as fishing nets, tools, trucks, and so on.
To increase this supply requires sacrifice or saving—
the postponement of present consumption—and
investment in time and effort.

The entrepreneur is the person who spots an
opportunity or a want and marshals the resources
to produce the good or service that satisfies a want.
Such an undertaking always involves risk. An entre-
preneur may miscalculate a demand which may
not be there. For example, s/he may believe that
every woman wants a red hat and accordingly mar-
shals the resources to produce red hats. After all
of that investment in producing red hats, s/he may
find that women actually prefer blue hats.
Or s/he may find that somebody has already beaten
them to the punch and that the market is already
saturated with red hats. It should also be noticed that
the supply of entreprenecurs at any given moment
of time is limited. Not everyone born becomes an
entrepreneur.
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The Economic Problem

Thus, at any moment of time, while members of soci-
ety or consumers have unlimited wants, the resources
needed to produce the goods and services that con-
sumers want are limited. All societies face this prob-
lem. Economics, then, is the study of the allocation of
scarce resources to satisfy infinite and competing wants,
This situation leads to two fundamental concepts in
economics—commodity scarcity and opportunity cost.

Commodity Scarcity

Since the resources needed to produce commodities
that consumers want are limited, all goods are said to
be relatively scarce and, as such, command prices—
monetary or non-monetary. There is no such thing as a
free good or free lunch. One might say the air that we
breathe is free, but even then there are cases where the
air may be so polluted that one might have to slot some
money into a machine to get a whiff of oxygen.

Opportunity Cost

Because society cannot produce all the goods and
services that its members want, it must necessarily
choose between them. The term “society” is meant to
include the individuals, government, and institutions
comprising it. As we shall see, in some countries, such
choices are made by the government without any input
by individuals. If society chooses to produce com-
modity A instead of commodity B, then B is said
to be the opportunity cost of A. For example, sup-
pose instead of attending university, a student could
have secured a job as a bank clerk, earning a salary
of 12,000 kwachas a year. That salary would be the
opportunity cost of attending university instead of
accepting the job. Assume further that university edu-
cation costs the student 5,000 kwachas a year. In this
case, the true cost of education to the student would
be 17,000 kwachas a year.

It is important to emphasize that all societies face
this basic economic problem, characterized as what to
produce, how much, and for whom—the allocation of
scarce resources to satisty infinite and competing wants.
However, different societies solve the economic prob-
lem differently. At one end of the spectrum are societ-
ies where the economic problem is solved by the price
mechanism through the market system. These are
called “capitalist” or “market economies”; examples
would include most Western nations and traditional
African economies as demonstrated in Chapter 5.

At the other end of the spectrum are societies where
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the economic problem is solved by a government plan-
ning bureau. Such economies are called “command
economies” and examples can be found in communist
countries such as Cuba, North Korea, and to a lesser
extent, China.

The Price Mechanism

If consumers or people want a commodity, they would
express their willingness to pay for the commodity.
The stronger this desire for the product, the higher the
price they would be willing to pay for it. Thus, prices
serve as signals to both consumers and producers.
A high price, for example, sends a signal to producers
that not enough of the commodity is being produced
and consumers want more of it; hence their willing-
ness to pay a higher price for it. Producers, then, would
seek to attract resources by offering higher prices for
inputs in order to produce more of the good in short
supply. The high commodity price also sends signals
to consumers to economize in the use of that prod-
uct or switch to other products. It is through this price
mechanism that scarce resources are allocated to satisfy
infinite and competing wants.

Markets

In economics, a market is defined as any setup that
brings buyers and sellers into close contact. The market
need not have a specific geographical location. There
are various types of markets, which take on names of
the commodities they deal in—for example, commod-
ity markets such as the wheat or corn—and such mar-
kets can be global. Then there are the labor market,
stock market, foreign exchange, which deal respectively
with labor, company stocks, and foreign exchange.

In general, economists distinguish between two mar-
kets: a perfectly competitive market and an imperfect
market. A perfectly competitive market is one in which
no individual buyer or seller can exert any apprecia-
ble influence on the market price. All market partici-
pants are price takers; that is, they take the market price
as given. For such a situation to hold or for a market
to be perfectly competitive, the following five condi-
tions must be satisfied:

1. Many buyers and many sellers. This would ensure
that no single buyer or seller could influence the
market price.

2. Homogenous product to ensure that there is no
difference between the tomato sold by farmer A
and that sold by farmer B.
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3. No price discrimination, which means no charging
of different prices to different consumers for the
same product. In other words, all consumers pay
the same price.

4. Perfect information. This ensures that one price
rules throughout the market. For example, if’ beef
is being sold for $5/1b. at one corner of the market
and for $3/1b. at another, all consumers would have
such knowledge and obviously would flock to buy
the cheaper beef, which would force the other sellers
to lower their price.

5. Freedom of entry and exit. This assumption means
that anyone who wants to sell, say, tomatoes in a
market would be free to do so and not encounter
barriers to entry. In real life, most economists believe
that agricultural markets come closest to being
perfectly competitive. Anyone can grow tomatoes
in their backyard and set up a table to sell them.

Imperfect Market

An imperfect market is simply one that is not perfectly
competitive—or one in which one or more of the five
conditions for a perfectly competitive market have been
violated.

Violations of Condition 1:
Many Buyers and Many Sellers

One may have the following market situations.

Sellers

®  One seller, many buyers—a monopoly
® Two sellers, many buyers—a duopoly
® Few sellers, many buyers—an oligopoly

Buyers

®  One buyer, many sellers—a monopsony
® Two buyers, many sellers—a duopsony

®  Few buyers, many sellers—an oligopsony

Violations of Condition 2:

Homogeneous Product

This simply means that the product is differentiated
so that what company A sells is not the same as what
company B sells. Examples would be automobiles, beer,
soda drinks, television sets, etc.

Violations of Condition 3:

No Price Discrimination

In real life, companies discriminate among consumers.
For example, the airlines may charge senior citizens and
youth lower ticket prices than business travelers for the

same journey. The power companies may also charge
residential customers lower utility rates than business
customers.

Violations of Condition 4: Perfect Information.
Perfect information assumes that all market participants
are aware of any price differences that may prevail
throughout the market. For example, if the commodity
1s being sold for 8 kwachas at one corner of the market
and 3 kwachas at another, this price difference would
be known to all market participants. This assumption
1s to ensure that one price rules throughout the market.

Violations of Condition 5:

Freedom of Entry and Exit

Where entry is blocked, the industry is said to be a
closed shop. Such barriers exist in some professions and
occupations. For example, legal and medical professions
require one to have a license before one can practice
law or medicine. In some occupations, a license may
not explicitly be required, but entry into the occupa-
tion, such as the mafia or a criminal organization, can
be blocked physically or with threats and intimidation.

Multiple Violations

There may be situations where more than one of the

five conditions has been violated.

® A discriminating monopsonist—a case of one
buyer who pays different prices to different sellers
for the same product.

= A differentiated oligopoly—a situation where few
sellers offer differentiated products.

Price Determination in a Perfectly
Competitive Market

As noted above, if consumers are desirous of a com-
modity, they would express this desire in the amount
they are willing to pay for it. This willingness is known
as demand. Technically speaking, demand for a com-
modity is defined as the amounts consumers are willing
and able to buy at various prices. For most goods, con-
sumers would be willing to buy more at lower prices.
This is known as the law of demand. It states that,
other things being equal, more of a commodity would
be purchased at a lower price. The demand for such
goods is said to be negatively sloped.

We shall examine the demand for bread by the typi-
cal housewife called Mrs. Atinga. She has a rather large
family and if the price of bread is 500 naira (%), she
would purchase 5 loaves of bread. If the price falls to
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400 naira, she would purchase 10 loaves of bread and
so on. The quantity purchased at the various prices
represents her demand for bread, which is plotted to
the right, as shown in the diagram below.

Price Quantity Bought
500 # 5 loaves

400 10

300 15

200 20

100 25

Price
& 500

400

0 5 10 30 DEMAND
Quantity (loaves of bread) CURVE

In plotting the demand curve, price is placed on the
vertical (y) axis, or ordinate, and quantity on the hori-
zontal (x) axis, or the abscissa. The demand curve gen-
erally slopes downwards from left to right; that is, it has
a negative slope, which is often referred to as the “law
of demand,” which states that, other things being
equal (ceteris paribus), more of a commodity or service
would be purchased at a lower price.

Linear Demand Curve

Mrs. Atinga’s demand curve is a straight line or linear.
As such, it can be written as,

Y=A+bX or P=A+bQ!

The preferred form is to write the quantity
demanded (the dependent variable) in terms of the
price (independent variable)

Q=P - A
b b

A and b are parameters. The constant ‘A’ embodies
the effects of all factors other than price that influence
demand. If income were to change, for example, the
effect of the change would be represented by a change
in the value of “A” and be reflected graphically as a shift
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of the demand curve. The constant “b” is the slope
of the demand curve and shows how the price of the
good affects the quantity demanded. The exact mathe-
matical equation can be found in three easy steps:

Step 1: Compute the slope

b= -100

5 = -20

Step 2: Substitute the slope into the general
linear equation

P=A-20Q¢

Then take the coordinates of any point and solve
for A. For example, if the price is 400 naira, the quan-
tity purchased is 10 loaves of bread. Thus,

400 = A -20(10)
600 =A

Therefore, the exact mathematical equation is

P=600-20Q" or Q'=30-P
20

Step 3: Check by taking the coordinates of any
point and plugging them into the equation and
see if it will hold.

For example, at the price 200 naira, the quantity pur-
chased 1s 20 loaves of bread. Thus,

200 = 600 -20(20) = 200, which checks out.

Exceptional Demand Curves

There are a few exceptions to the law of demand. One
such exception is the demand curve that is upward
sloping, meaning more would be purchased at a higher
price, or less of such commodities is purchased at lower
prices. Such commodities are called Giffen goods.
Some people tend to think that they are of better qual-
ity the more expensive they are. For example, women’s
jewelry and luxury sports cars fall into this category.
A Bentley would sell better at $200,000. In fact, if
somebody were selling a Bentley for $20,000, people
would think there was something wrong with it.

Two other extreme cases can be noted. The first is
a demand curve that is vertical, which means the same
amount would be purchased regardless of the price.
One can think of a life-saving medication which a
patient has to have. His demand is said to be perfectly
inelastic because it does not respond to price changes.
We shall discuss elasticity in a moment. The second is a
demand curve that is almost horizontal, suggesting that
an infinite quantity would be purchased after a very
small reduction in price.
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Why the assumption other things being equal?

This is because, apart from its own price, there is a host
of other variables that affect the demand for bread—for
example, household income, prices of other goods, and
so forth. If any of these factors held constant changes,
then the demand curve would bodily shift either to the
right or to the left. We examine some of these factors.

Other factors affecting demand

1. Household income

Generally, an increase in household income would lead
to an increase in demand for most commodities. Such
commodities are normal goods and have positive in-
come elasticities. For example, the demand for clothes
would generally increase with higher household income.
When income increases, the demand curve for normal
goods shifts outward as more will be demanded at the
same price. For some goods however, less is purchased at
higher levels of income. Such goods are called inferior
goods. Examples would likely include Spam luncheon
meat, which people on a budget or low income tend to
consume and in significant quantities. But when they
earn more income, they tend to buy more expensive
meat, which they can now afford. Generally, starchy
foods tend to be inferior goods. Beer is also adjudged
to be inferior because when people make more money
they tend to consume more Scotch whiskey:.

2. Prices of related goods
Some goods are used jointly and are said to be comple-
ments; for example, bread and butter, pen and paper,
automobiles and petrol, and so on. A change in the
price of one may affect the demand for the other. For
example, a rise in the price of bread would reduce the
quantity of bread purchased and therefore the quantity
of butter to go along with it. As we shall show below,
the cross-price elasticity is negative for complements.
Other goods, however, are in competitive demand
and can be used in place of one another—for example,
tea and coffee, rice and potatoes, beef and pork, and
so on. Such commodities are said to be substitutes.
A rise in the price of one will lead to an increase in the
demand for the other. For example, a rise in the price
of beef may lead consumers to purchase more pork.
In this case, beef and pork have positive cross-price
elasticity. The rise in the price of beef would lead the
rightward shift in the demand for pork.

3. Changes in the population

A decrease in population would increase the demand
for most commodities such as food, housing, clothes,
electricity, and so on. An increase in population would

increase the demand for bread as there are now more
mouths to feed. This would be represented by a right-
ward shift in the demand curve for bread.

4. Changes in tastes and preferences

If a scientific study were to be published, claiming that
those who eat bread every day would live to be hundred
years old, you would expect people to rush out and buy
bread every day, which would dramatically increase
the demand for bread, shifting the demand curve to
the right. Conversely, a report that too much bread is
not good for blood circulation would shift the demand
curve to the left.

There are other factors as well that may influence
Mrs. Atinga’s demand for bread. Among them would
be price expectations and the size of the family. If she
expects the price to rise significantly in the future, she
might want to buy more bread now. Similarly, if she has
relatives visiting, she might want to buy more bread.

The following factors would shift the demand curve
for bread to the right:

®  An increase in income

®  Aincrease in price of a substitute

® A decrease in price of a complement
® A favorable change in taste.

The Market Demand Curve

Market demand is simply the aggregation or summa-
tion of individual demand curves. If we assume that
there are 999 other consumers with the same demand
schedules as Mrs. Atinga, then the market demand
curve would be 1,000 times her demand schedule.

Price Quantity Bought

500 # 5000 loaves

400 10,000

300 15,000

200 20,000

100 25,000

Price

& 500 MARKET
DEMAND

0 10,000 30,000

Quantity (loaves of bread)

21



APPLIED ECONOMICS FOR AFRICA

Like Mrs. Atinga’s demand curve, market demand
curve is also linear and negatively sloped. The exact
mathematical equation is

Qd = 30,000 - 50P

In addition to the factors which affect individual
demand curves, there are additional factors which can
influence market demand. For example,

®  An increase in the number of consumers or
increase in the size of the population; and

® A change in the distribution of income among
consumers to less wealthy people.

Interpreting a Shift

A rightward shift in the demand curve can be inter-
preted in two ways. It can be interpreted as consumers
willing to buy more at the same price. Or as consum-
ers willing to pay more for the same quantity. Sim-
ilarly, with respect to a leftward shift, consumers may
be willing to pay less for the same amount.

It is important not to confuse a movement along the
demand curve with a shift in the demand curve. For
example, buying more at a lower price is a downward
movement along the same demand curve whereas buy-
ing more at the same price represents the rightward
shift in the demand curve.

Price Elasticity of Demand

This measures the responsiveness of quantity demand-
ed (Q9) to changes in price (P). It is calculated as

1| = Percentage change in quantity demanded (Qd)
Percentage change in price (P)

The calculation invariably involves negative num-
bers, but it is the absolute value that is taken.

® [f 1 is greater than one, then demand is said to be
elastic.

® [f 1 is less than one, then demand is said to be
inelastic.

® [f 1 is equal to one, then demand is said to be
unitary elastic.

An elastic demand curve has a relatively flat slope,
signifying that a small drop in price would elicit a large
increase in quantity purchased. This could happen for
a commodity that has many substitutes; for example, a
particular brand of beer. If the price of Tusker Beer
were to drop, one would expect more to be consumed
but also other beer drinkers to switch to Tusker. Assume
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the price of Tusker drops from 5 kwachas for a six-pack
to 4.50 kwachas and the quantity purchased increased
from 50,000 packsto 120,000. The elasticitymaybe com-
puted thus,

70,000/50,000 = -14
-50/500

but the absolute value of 14 is taken as greater than one
and therefore elastic.

Assume the price of gasoline increases from 3 kwa-
chas to 4 kwachas and the quantity purchased dropped
from 800,000 gallons to 780,000 gallons. The elasticity
of demand can be calculated thus,

n = 20,000/800,000 = -3
13 40
but the absolute value is taken as less than one and there-
fore inelastic.
Assume the price of a commodity decreases from
5 kwachas to 4 kwachas and the quantity purchased
increased from 20,000 units to 25,000. The elasticity of
demand can be calculated thus,
n = 5,000/20,000 = -1
-1/5
but the absolute value of one is taken as equal to one-
and therefore unitary inelastic.

N =

Notes: In computing the percentage change, some econ-
omists use the average of the two quantities and prices.
Therefore for the third example this would be

5,000/20,000 + 25,000 = -1
-15+4
The elasticity of demand changes along the demand
curve, ranging from 0 at the x-intercept and © at the
y-intercept.

Properties of Elasticity of Demand

If the demand for a product is elastic, more revenue
can be generated by lowering its price. This explains
why there are often price wars between different brands
of the same commodity, for example, gasoline or cars.

If the demand is inelastic, more revenue is gener-
ated by raising its price. This explains why governments
tend to place high taxes on such commodities as ciga-
rettes and alcohol, because their demand is inelastic,
meaning a steep increase in price would not affect
the quantity purchased very much. Governments often
justify this by referring to these taxes as “sin taxes.”

If the demand curve is unitary elastic, then the same
revenue is generated with a price increase or decrease.
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Factors Influencing the Elasticity of Demand

There are five factors that influence the elasticity of the
demand for a commodity.

1. The degree of necessity. The more necessary the
commodity is for survival—for example food or medi-
cation—the more inelastic demand. One would expect
that the demand for insulin would be inelastic.

2. Habit. A commodity which is additive to or con-
sumed out of habit tends to have an inelastic demand.
Examples are cigarettes, alcohol, and coffee.

3. The availability of substitutes. The more sub-
stitutes there are for a product the more elastic its
demand. One would expect the demand for a certain
brand of beer, make of car, or brand of pencil, etc., to
be elastic.

4. Proportion of budget spent on the item. If this
proportion is tiny, the demand for that item is likely to
be inelastic. For example, the proportion of income
spent on matches is likely to be very small. Therefore,
a doubling of its price is not going to raise hackles or
result in any significant drop in purchases.

5. Time. Generally over time, demand for most goods
becomes more elastic as substitutes are developed.

Income Elasticity of Demand

Income elasticity measures responsiveness of demand
to changes in income. In this case, we are only inter-
ested in whether the coefficient is positive; in which
case, it is a normal good;; or negative, in which case, it
is an inferior good.

a = Percentage change in quantity demanded
Percentage change in income

Suppose Mr. Smith’s purchase of beer dropped from
20 packs to 15 when his income increased from 70,000
kwachas to 100,000 kwachas a year.

-5/20
30,000/70,000

Since this is negative it makes beer an inferior good.

a=

Cross-Price Elasticity of Demand

This measures the responsiveness of demand for good
X to changes in the price of another good, say Y. In this
case also, we are only interested in whether the coeffi-
cient is positive; in which case, the two goods would be
substitutes; or negative, in which case, X and Y would
be complements. If the coefficient is zero, then the two
goods are independent or not related.

Suppose the price of beer dropped from 7 kwachas
for a 6-pack to 6 kwachas and the quantity of nuts
purchased increased from 10,000 bags to 15,000. The
cross price elasticity would be,

1y = 5,000/10,000
117

Since this is negative it makes beer and nuts comple-
ments.

It may be noted that other elasticities can easily be
imagined and computed. For example the population
elasticity of demand for beer may be defined as the
responsiveness of the demand for beer to changes in
the population.

Supply
Remaining with our bread example, let us assume we
have a baker who will supply bread at these prices:

Price Quantity Bought
500 # 25 loaves

400 20

300 15

200 10

100 5

This shows that Mr. Smith, the baker, would be will-
ing to supply more bread at a higher price. If we plot
his supply schedule, a positive relationship between the
price and quantity supplied would be noticed. That
positive relationship is called the law of supply, which
states that, other things being equal, more of the com-
modity would be supplied at a higher price.

Price
Supply (5)
P3 oo, :
Movement along the curve :
P2
P1 feceeeniinnnnns S
Q1 Q2 Q3 Quantity

Smith’s supply curve is also a straight line or linear. The
exact mathematical equation is

Q=P/20
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Apart from its own price, there are other factors that
affect the supply of bread. Among them are:

1. The price of inputs or ingredients. For example,
if the cost of flour were to rise substantially, this would
make it more expensive to produce bread. The effect
of this can be shown as an upward shift or a leftward
shift in the supply curve. An upward shift means that
the same old quantities would be supplied but at higher
prices since the cost of flour has gone up. A leftward
shift may be interpreted thus: at the same old prices,
less would be supplied. Wage changes would also create
an impact. An increase in labor costs would have the
same effect on the supply curve as an increase in the
cost of other inputs.

2. Prices of related goods. Some goods are jointly
produced; for example, a company may produce sev-
eral paper products such as writing pads and tissue
paper. A rise in the price of one may lead the company
to reduce the supply of the other in order to capitalize
on the price rise.

3. Technology. The introduction of technology, which
makes mass production possible, would shift the supply
curve to the right.

4. Taxes/subsidies. If the government imposes spe-
cific tax of say 20 cents per bottle of beer or packet of
cigarettes sold, this will have the effect of shifting the
supply curve up by 20 cents. A subsidy would have an
opposite effect.

Market Supply

Assume that we have 999 other bakers in the market
with exactly the same supply schedule. In that case,
bread supply will simply be the aggregation of all the
supply schedules, as shown in the table below.

Price Quantity Supplied
500 # 25 loaves

400 20,000

300 15,000

200 10,000

100 5,000

The exact mathematical equation is Q* = 50P
Supply Elasticities

Just as we did for demand, we can also examine the re-
sponsiveness of the quantity supplied to changes in its
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own price. Again, this measure can be computed as,

= Percentage change in quantity supplied
Percentage change in price

If the coefficient is greater than one, then supply is
elastic; if it is less than one, then supply is inelastic.

Exceptional Supply Curves

There are two exceptional supply curves. The first is a
supply curve that is vertical. Such a supply curve indi-
cates that the same amount would be supplied regard-
less of the price. A vertical supply curve is said to be
perfectly inelastic. A horizontal supply curve can be
imagined, which is perfectly elastic.

Finally, a supply curve can be downward sloping
which means more can be supplied at lower prices.
Such a supply curve may be characteristic of a
decreasing cost industry. Consider electricity gener-
ation for example. Suppose it costs $20 million to build
a dam to generate electricity. If only one kilowatt is
generated, the cost would be $20 million. But as more
kilowatts are produced, the cost of each progressively
declines. If other firms in the industry have similar sup-
ply schedules, the aggregate supply curve would tend to
be downward-sloping.

Equilibrium Price

At the market, price is determined by the interaction
between two forces—consumer demand and producer
supply. Consumers obviously would like to purchase
bread at the lowest possible price, while bakers would
like to sell bread at the highest possible price. If we let
these two forces interact, it might be possible to find a
balance between them. This state of balance is called
equilibrium, where the forces of demand and supply
are at rest. We can determine this equilibrium in three
ways—iteratively, graphically, and mathematically.

Price Quantity Demanded | Quantity Supplied
500# [5,000 loaves 25 loaves

400 10,000 loaves 20,000

300 15,000 15,000

200 20,000 10,000

100 25,000 5,000

In this example, equilibrium is reached at the price of
300 naira. At that price, consumers are willing to
purchase 15,000 loaves of bread which is exactly the
amount bakers are willing to sell. Thus, the forces of
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demand and supply balance each other. Everybody
gets what they want and nobody is disappointed.

The equilibrium price of 300 naira is said to be sta-
ble; that 1s, should the price find itself at say 500 naira,
market forces would be brought into play that would
push the price back down to 300 naira. At that price of
500 naira, there would be greater supply than demand
which would push prices down. Similarly, if the price
were 100 naira, there would be excess demand or
shortage, which would push the price up.

Diagrammatically,

MARKET EQUILIBRIUM

P$
P=a-bQu4
a_——
slope=-b Supply_
-
1 -
”
— ”/
P* ......................;.{
— ” :
-
”
—— _-
-~ P=c+dQ®
C—p=— slope = d Demand
Q* Q

In this diagram, P* and Q* are the equilibrium price
and quantity; 300 naira and 15,000 respectively.

Mathematically, the equilibrium can be determined
by finding the mathematical equations for both the
demand and supply curves, setting them equal and
solving for P or Q). Big equations are:

Q¢ = 30,000 - 50P

> =50P
In equilibrium,
Q'=0s
30,000 - 50P = 50P
30,000 = 100P

P =300 and Q = 15,000

In the determination of prices in perfectly competitive
markets, both demand and supply are equally import-
ant. They are like the opposite sides of a pair of scis-
sors; one cannot tell which side does the cutting,

The Laws of Demand and Supply

A rise in demand, other things being equal, would lead
to an increase in price and an increase in the quan-
tity traded. Conversely, a drop in demand, other things
being equal, would lead to a decrease in both the price
and the quantity traded.

P
.S
pP*2 — et e2
P*1 —e1
) D2
D1
Q

Q*1 Q*2
A rise in supply, other things being equal, would lead
to a decrease in price but an increase in the quantity
traded. Conversely, a drop in supply, other things being
equal, would lead to an increase in price and a decrease
in the quantity traded.

Assignment: Students may want to predict effects of
arise in both the demand and supply curves.

Price Determination in Imperfect Markets

It may be recalled that an imperfect market is one in
which one or more of the five conditions for a perfectly
competitive market has or have been violated. In such
a market, market participants are no longer price takers
and can influence the market price. In fact, producers
are said to be price setters. Thus, in imperfect markets,
prices are administered; for example, when one goes to
purchase an automobile, one sees on the windscreen
a sticker that says “Manufacturer’s Suggested Retail
Price” or MSRP. This is not to suggest that demand is
not important. If the manufacturer sets a price that is
too high, consumers would refuse to buy the product,
which may force the manufacturer to lower it.

Solving the Economic Problem
in Various Economies

In the capitalist system, the economic problem is solved
by price mechanism through the market system. In
command economies, it is government that determines
what to produce, how much, and for whom. The gov-
ernment is presumed to know what is best for the coun-
try as a whole, not necessarily what is best for individu-
als. Therefore, the government can determine what to
produce in a fairly straightforward manner. However,
the distributional aspect is often very tricky. Goods and
services are supposed to be distributed by this mantra:
“To each according to his/her needs.”
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We shall now look at problems that arise in solving
the economic problem under both systems.

Under Capitalism

The advantage with capitalism is that it is proven to be
highly productive and efficient simply because it has
a very potent incentive scheme embedded in it. For
example, if one works hard and succeeds, one enjoys
the fruits of one’s labor. However, application of the
system to solve the economic problem creates the fol-
lowing difficulties:

® Since allocation is based on the price mechanism, it
can be argued that the poor have an unequal access
to the market and the rich have a disproportionate
access to goods and services. And therefore the
capitalist system 1is unfair and penalizes the poor.

® Because producers are motivated by profit, its pur-
suit may lead them to produce socially undesirable
commodities or services that may harm children.
Child pornography is a classic example.

®  Also, the obsession with profit may lead producers
to ignore environmental issues such as pollution.
There have been cases upon cases where compa-
nies have dumped toxic waste into rivers, lakes, and
oceans.

®  Companies may also produce harmful products
such as cigarettes, alcohol, narcotic drugs, etc.

Under Command Economies

The resolution of the economic problem within this sys-
tem has the touted advantage that one central agency
can determine very quickly what needs to be produced
in the interest of the society as a whole. Hence, there
would be no guesswork or waiting for millions of con-
sumers to make up their minds what they want. How-
ever, this system also has its problems.

® Jtis impossible to know at any given
moment of time exactly what consum-
ers want and how much of it. Consider the
demand for umbrellas. That would obviously
depend on the weather, which cannot be predicted
with certainty. It is the same with a demand for ice
cream, which would be greater in hot weather.

® If the planning bureau is unable to predict exactly
what the demand would be, there may be excess
demand (or shortage) or excess supply (or surplus).
The appearance of either one of these conditions
means that the economic problem has not been
solved. A shortage for example means not enough
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of the commodity was produced, whereas a surplus
means too much of it was produced, resulting in
waste of resources.

®  Under this system, distribution is to be effected by
the rule “To each according to his needs.” How-
ever, devising this criterion is very problematic.
How does one determine whether a laborer or
a doctor needs the same 10-pound bag of rice?
Does the doctor need more rice than the laborer?

B Susceptibility to bribery, corruption, and
black markets. Under this system, commodities
are distributed to the people through government
distribution outlets. Suppose one has a large family
to feed and has been given only one bag of rice,
instead of the six bags needed. In this case, one
may be tempted to pass something “under the
table” to the distribution officer to secure more rice
or one might seek to buy more from the black mar-
ket. A black market is simply a market where the
commodity is sold illegally above the official price.

® Shoddy products. Under this system, consumers
have no choice and must take what is offered to
them. Knowing this, producers have no incentive
to excel and offer higher-quality products because
whatever they offer would be distributed at the
same rate as the lower-quality product.

Under Native African Economies

The traditional African economic system bears nearly
all the characteristics of a purely capitalist system.
There 1s no central planning agency that meets in a
chief’s hut every month to determine what should be
produced, how much, and for whom. Furthermore,
there is no witch doctor who uses voodoo magic to
determine exactly what the price of bread should be at
any moment of time. Goods and services are produced
by private actors. The term “private actor” is deliber-
ately chosen, instead of private individuals because, as
will be explained in Chapter 4, whereas the individual
1s the basic economic and social unit in the West, in
Africa it 1s the extended family, which is a collective.
However, the extended family is a private entity, which
is separate from the tribal government. While individ-
ual operators are also common, the extended family in
general acts as a corporate unit, which may own the
land and decide what type of crops to plant or what
type of businesses to run.

In many parts of traditional Africa, agricultural
farms are owned and operated by extended families.
The vast majority of peasant farmers are women
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because of sexual division of labor, as we shall explain
in Chapter 4. The farmers use their produce harvest to
feed their families, although there are individuals and
families who specialize in the cultivation of one or two
crops. Surpluses are sold at free village markets.

A typical market scene

No one tells these market women what to sell or at
what price. They go about their activities on their own
volition—not at the behest of some despotic chief. Nev-
ertheless, the traditional economic system also has its
deficiencies.

Like the capitalist system, since allocation is based
on the price mechanism, it can be argued that the poor
have an unequal access to the market and that the rich
have a disproportionate access to goods and services.
However, in the traditional system, the poor are not left
to fend for themselves because of the complex web of
social relationships and obligations. For example, the
poor person may not have much income but may be
granted access to land so that he could grow food for
himself. Survival, rather than the pursuit of profit, is
the overriding consideration.

Since pursuit of profit is not the prime motivating
factor, the traditional economic system tends to adjust
to economic adversities rather slowly. For example, it
may take six months for the traditional market to take
care of a corn shortage, whereas in a purely capitalis-
tic system, storage bins may be emptied or additional
supplies shipped in from other markets; although such
adjustment mechanisms are available, they are slow.

The collective always has the danger of freeloaders.
While the extended family system is a private entity,
there may always be those who do not pull their full
weight on the farm. However, this is a very private mat-
ter, which some choose to resolve with proverbs. One
such proverb, for example, is, “If you rely on somebody
for food, you will go without breakfast.”

The presence of the collective allowed various myths
to be spun around the traditional economic system; for
example, that it was primitive communism.

Obviously, each system has its own strengths and
weaknesses. However, as we shall see in the next chap-
ter, the most egregious policy blunder in postcolonial
Africa was the imposition of command-like systems on
traditional African economies, resulting in commodity
shortages and utter destruction of Africa’s agriculture.

REVIEW QUESTIONS

1. a. "Opportunity cost is the cost of not solving the
economic problem.” Would you agree? Are opportu-
nity cost and the economic problem related?

(10 points)

b. You plan a major adventure trip for the summer.
You won't be able to take your usual summer job
that pays $6,000 and you won't be able to live at
home for free. The cost of your travel on the trip will
be $3,000; a new phone with a better camera will
cost you $500; and your food will cost $1,400.

What is the opportunity cost of this trip? (10 points)

2. a. Suppose a UFO from Mars landed and gave
Mother Earth an exotic computer with infinite
memory capacity. This computer was given the task
of solving the economic problem. Will it succeed and
what sorts of problems are likely to arise? (10 points)

b. Can the economic problem ever be solved?
Explain (10 points)

3. a. "Gold costs more than cassava because it takes
a great deal of effort to produce it.” Would you
agree? (10 points)

b. Could cassava ever cost more than gold?
Under what circumstances? Explain. (10 points)

4. a. How important are prices in the allocation
of resources? Can resources be allocated without
prices? Explain. (10 points)

b. Suppose, in a certain country there is not enough
affordable housing but there are too many guns.
Can the price system solve this problem? Explain
how or why not. (10 points)

5. a. Explain what is meant by a “perfectly compet-
itive market.” Which markets in real life would you
consider to be perfectly competitive? (10 points)

b. Is it true that a perfectly competitive market is one
which has a perfectly elastic demand curve? Explain.
(10 points)
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6. In a certain market, 40 million units of a commod-
ity were bought and sold at 90 cents a unit, but five
months later, 30 million units were bought and sold
at 60 cents a unit. Were the laws of demand and
supply violated? Explain. (20 points.) You may have
to use diagrams.)

7. a. "If the supply of chicken is unusually low this
holiday season, a shortage of chicken will develop.”
Would you agree? What might account for the low
supply? (10 points)

b. Explain what is meant by “price discrimination.”
Give a couple of examples. If a firm discriminates
in two markets, in which one would the price be
higher? Explain. (10 points)

8. a. "Ashift in both demand and supply curves of
a commodity will always increase the equilibrium
price and quantity bought and sold.” Is this true?
Explain. (10 points)

b. The price of coffee has dropped drastically over
the past decade. Was this drop due to “a vast
imperialist conspiracy” to bankrupt the economies
of coffee-producing countries in Latin America and
Africa? How would you explain this fall in terms of
demand or supply changes? What factors are likely
to have caused the demand and supply shifts that
did occur? (10 points)

9. The demand and supply for plantain chips are:

Price Quantity Demanded | Quantity Supplied
cents (millions) (millions)

per bag

50 160 130

60 150 140

70 140 150

80 130 160

90 120 170

100 110 180

a. Determine the equilibrium price and quantity
and suppose the price of chips is 60 cents per bag.
Describe the situation in the market, explain what
will happen and graph it. (5 points)

b. Suppose a new dip comes onto the market, which
is very popular and the demand for plantain chips
increases by 30 million bags per week. Determine the
new equilibrium price and quantity. (5 points)
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¢. Suppose that a virus destroys several plantain
farms with the result that the supply of plantain
chips decreases by 40 million bags a week at the
same time as the new dip comes onto the market.
Determine the new equilibrium price and quantity.
(5 points)

d. Suppose the price of chewing gum decreases.
Describe what effect this would have on the plantain
chips market. (5 points)

10. The demand and supply of certain commodities
are given by:

Price Quantity Purchased | Quantity Supplied
10 19,600 14,800
20 19,200 15,000
30 18,800 15,200

Find the exact mathematical equations for the
demand and supply; solve for the equilibrium price
and quantity; and sketch them. (20 points)



Chapter Three
MARKET INTERVENTIONISM

“Two decades ago, the central challenge of the Nigerian society and economy that we grappled with
was the big, inefficient State that had a stranglehold on the society; occupied the commanding heights of the economy;
and behaved like a general business enterprise, producing and selling myriads of commodities; running airlines;
managing commercial banks; and owning cement factories. Naturally, it ended up as a colossal failure in this regard,
since it neither had the bottom-line sense of a business enterprise nor the residual claimant motivation to ensure proper
and efficient management of the societal resources under its care.

“Today, however, Nigeria faces a qualitatively different challenge. The reality in our country is that of an abysmal
lack of governance. The State has virtually become overwhelmed by multi-dimensional crises constraining
its ability to minister to the needs of the people.”

—General Ibrahim Babangida, ex-military dictator
(The Vanguard, Lagos, September 16, 2010)

A. Interferences with the Market System

In the previous chapter we saw how the price mech-
anism solves the economic problem. The forces of
demand and supply interact with one another to deter-
mine the equilibrium price. Those who can afford the
price are able to secure the commodity and those who
cannot must do without it. Now and then, however, the
government may intervene in the market to protect the
interests of certain groups of people. It may do so by
setting a minimum price or a price floor, which means
the commodity cannot legally be sold below that price.
Alternatively, the government may set a maximum
price or a price ceiling above which it would be illegal
to sell the commodity. The groups the government may
want to protect are often the following.

1. Farmers. The government may set minimum prices
for agricultural produce such as: corn, wheat, barley,
etc. These minimum prices are often called guaranteed
prices or price supports. For example, if the market
price for corn is $2 a bushel, the government may think
the price is too low to ensure a decent standard of liv-
ing for the farmers and so fix the minimum price to $3
a bushel. This means that the farmer is guaranteed §3
a bushel. Note that a minimum price has to be set above
the equilibrium price to be effective.

2. Unskilled labor. To protect unskilled laborers from
exploitation, the government may set a minimum wage
for employers to pay.

3. Urban tenants. Quite often, during a housing crisis
in an urban area, rents for single room bedrooms may
be hard to find and very expensive. The government
may intervene to protect urban workers by imposing
maximum prices or rent controls. For example, the gov-
ernment may say a one-bedroom apartment should not
be rented for more than $500 a month.

4. The poor. In our equilibrium analysis in the pre-
vious chapter, the equilibrium price for bread was 300
naira. The government may deem this price to be too
high for the poor to afford and proceed to fix a max-
imum price or price control of say 200 naira. But as
most economists would affirm, price controls do not
ameliorate but rather create shortages and other prob-
lems.

In many cases, the government might find itself in
a fix as to which actors in a market to protect—con-
sumers, producers, or importers—as illustrated with
the control of sugar prices in Kenya.

Nzoia Sugar Company will keep sugar worth Sh500
million in its stores due to low price and an influx of
cheap imports from the East African trading bloc. Nzoia
Outgrowers Company Director Joash Wamang'oli wants
the government to give the firm money to pay farmers as
they wait for market prices to stabilize. Mr. Wamang'oli
told journalists in Bungoma that the firm cannot sell the
produce at current market prices.
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“The government needs to rescue Nzoia Sugar farm-
ers,” he said.

Mr. Wamang'oli called on the government to protect
millers and cane farmers against exploitation by middle-
men dealing in cheap sugar imports. He warned that if im-
portation of the commodity went on unchecked, it would
kill the local sugar industry. (Daily Nation, February 4, 2015)

In this case, the spokesperson for the Nzoia Sugar
company, which buys cane sugar directly from farm-
ers (known as outgrowers), called upon the government
“to do something” about the low price for sugar, which
hurt cane farmers. But at the same time, he wanted
to ensure that importers did not come to take advan-
tage of higher prices by flooding the market with cheap
imports. Naturally, the question arises whether the
sugar company was acting in its own interest or in that
of the farmers.

Generally, prices are determined by market forces
and no government in this whole world can success-
fully impose price controls and battle market forces;
not even the US government, much less an African
government with a tiny cadre of incompetent bureau-
crats. Any government that, in a misguided effort,
attempts to control market forces will either produce
persistent commodity surpluses or chronic shortages.
Human beings everywhere operate by incentives. If a
government pays farmers more than what they can get
on the market, they will overproduce the commodity.
This has been the case in the United States, Canada,
and the EU countries; hence the persistent surpluses
of wheat, maize, rice, cheese, and other dairy prod-
ucts which they have difficulty disposing of and ship
off as food aid to the Third World. In the United
States, the minimum prices guaranteed by the gov-
ernment—called “agricultural support prices”—are
set above prices farmers can get on the open mar-
ket.” From an economic standpoint, this is a waste
but kept in place for political and other reasons. For
example, the government may seek the support of
the farm lobby or farmers. The government may
also decide that agriculture is an important part
of the country’s culture that is worth preserving.

In Africa, however, the object of African govern-
ments has often been to keep food prices low to pla-
cate urban consumers, who often constitute a political
support base for the government. However, African
farmers are no different from American farmers. Much
of the smuggling of produce that occurs in Africa
is simply movements of goods to places where they
fetch higher prices. If the government forces farmers
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to accept a price lower than in a neighboring country,
they would smuggle their produce to that country.

In the early 1960s, the producer price of cocoa in
Ghana was higher than in Ivory Coast. Consequently,
cocoa was smuggled into Ghana, culminating in
Ghana’s record 1965 crop of 494,000 tons. This was
reversed in the 1980s when the price in Ivory Coast was
higher, resulting in Ghana’s output of only 150,000
tons.

On the other hand, if a government pays farmers
less than what they can get on the market, they will
under-produce, and the immediate effect will be
a shortage. This was evidenced in the former Eastern
Bloc countries such as Poland, Russia, China, and
many African countries, where there were chronic
shortages of food. This economic fact has little to do
with ideologys; it is plain common sense.

In many African countries, government policies
to make food available at reasonable prices flouted
not only the laws of economics but also common
sense. Agricultural marketing boards were established,
to which farmers were required to sell their produce
at artificially low prices set by the government.
No farmer in this world, of his own free will, will sell
maize at $100 a bag to the government when he knows
he can get $200 on the free market, unless he is forced.
And if he is forced, the normal human reaction is to
cut back on production and grow something else other
than maize.

When farmers switch production from a commod-
ity whose price is controlled to one that is not, the result
will be shortages of the controlled commodity due
to reduced supply. Generally, when a commodity is in
short supply relative to demand, its price will rise. One
observes this even in Africa’s own indigenous village
markets. When fish is out of season, its price rises and
when there is a bumper catch of fish, the price falls.
But ever-prescient African governments often refused
to accept this economic fact. When the price of a com-
modity rose, their immediate reaction was to look for
a conspiracy and impose price controls, which exacer-
bated the shortage situation. Here is an example:

Suppose because of poor harvest, a bag of maize
starts selling at $200. Following complaints by civil ser-
vants and urban workers, the government, in order to
appease them, slaps a price control of $100 on a bag
of maize. Producers or traders who violate this decree
will be fined or jailed. Producers or traders who had
acquired maize at a cost of $160 a bag and were hop-
ing to sell it at $200 a bag, will withdraw the commod-



MARKET INTERVENTIONISM

ity from sale. Selling the commodity at the government-
dictated price of $100 would mean a loss of $60 to
them, which must come out of their own pockets.
Nobody, of course, wants to lose money. And because
the controlled price is generally lower, it artificially
cheapens the commodity and thereby induces greater
consumerdemand. The combination of these two factors
(withdrawal and greater demand) produces a shortage;
demand Q3 exceeds supply Q1 in the diagram below.?
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Workers who go to the market to buy maize will find
that there is no maize. It will have “disappeared com-
pletely” from the market. But if one were willing to
pay $200 for a bag, there would be plenty of maize to
be purchased. Buying maize above the officially sanc-
tioned price constitutes a black market transaction.

If customers willingly pay the $200 per bag, the
market will simply ignore the government edict. Jour-
nalists from the state-owned newspapers may then
conduct a “market survey” and report that traders are
not “heeding the government call to sell maize at $100
a bag” The government may then employ “price
inspectors” to enforce the control price and arrest trad-
ers who violate it. A special tribunal may be established
by the government to prosecute violators. All these
happened in Ghana in the 1981-1983 period, when
the government imposed stringent price controls and
established Price Control Tribunals to hand down stiff
penalties. However, it is necessary to understand the
evolution of the controlled economy in Africa.

B. The Drift toward Statism

In the 1950s, one of the principal grievances against the
colonialists was the charge that they did not “develop”
Africa. And even when they tried to, they did so in
European, not African, image. When Africa gained its
independence, therefore, “development” became the

national preoccupation since it was part of the logic
of the liberation struggle. But how to develop Africa?—
and rapidly since the nationalist leaders had made elec-
tion promises.

Unfortunately, the postcolonial era was charac-
terized by poor leadership and policy blunders. The
leadership crisis in Africa was evidenced by the follow-
ing dispositions and character failings: subordination
of national interests to personal aggrandizement;
inflated egos; misplaced priorities; poor judgment; and
total lack of understanding of even such basic and ele-
mentary concepts as “democracy,” “fairness,”
of law;,” “accountability,” and “freedom”—among
other deficiencies. Leadership in many countries was
a disappointing failure. They demanded one-man,
one-vote, but did not establish democratic systems
in their countries. In 1990—after more than thirty
years of independence—only four of the fifty-three
African countries were democratic. These countries
were Botswana, Gambia, Mauritius, and Senegal. In
2017, this tiny number had grown to only seventeen.’
In many African countries, independence was in name
only, where one set of masters (white colonialists) was
traded for another (black neocolonialists). Oppression
and exploitation of African people continued unabated.

rule

African nationalist leaders, who waged the gallant
and arduous struggle against colonialism, endured eco-
nomic hardships and made personal sacrifices to win
independence for their respective countries. Kwame
Nkrumah of Ghana, Julius Nyerere of Tanzania, and
Kenneth Kaunda of Zambia, for example, gained inter-
national stature for their fight against colonial injustices
and their freedom crusade. But they also suffered from
a few personality and character flaws, such as impa-
tience, “religion of development,” and economic illit-
eracy. The first—the impatience to “catch up” with the
rich countries or narrow the gap between the rich and
the poor—afflicted almost all African elites. Nkrumah
expressed it best when he said, “We must achieve in
a decade what it took others a century” (Nkrumah
1973, 401). The desire to “catch up” is understandable,
but the impatience led to haste, which made waste.

Second, the notion of “development” was widely mis-
construed by the nationalist leaders to mean “moder-
nity” or the adoption of modern and scientific ways
of doing things—by implication, a rejection of exist-
ing ways as “old and backward.” The logic was simple
and evident. The developed countries were industrial-
ized and used modern scientific techniques. Therefore,
development meant industrialization and modernity.
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This sort of reasoning is akin to the post hoc ergo prop-
ter hoc or what social psychologists call the “refrigera-
tor fallacy.”!? The tendency to equate industrialization
and modernism to development was a manifestation
of a pathological condition known as “religion of
development.” This religion, which shaped or directed
much of the elite’s postcolonial development effort, was
characterized by the following:

®  Excessive preoccupation with sophisticated
gadgetry, signs of modernism, an inclination to
exalt anything foreign or Western as sanctified,
and a tendency to castigate traditional as
“backward.”

® Tendency to emphasize industry or industri-
alization over agriculture.

®  Misinterpretation of the so-called characteristics
of underdevelopment as causes of economic
“backwardness” and for development to mean
their absence.

® Tendency to seek solutions to problems from
outside rather than from inside Africa.

B Attempts to model African cities after London,
Paris, New York, or Moscow. This religion of
development contributed to the neglect and
consequent decline of African agriculture.
Agriculture was too “backward” and simply
did not feature in grandiose plans drawn up
by elites to industrialize Africa.

Perhaps the most serious malady was economic
illiteracy. How wealth is created was not well under-
stood by the nationalist leaders. Confusion prevailed
over the meaning of “socialism” and “capitalism.” This
confusion was compounded by the alleged association
of capitalism with colonialism. Colonialism every-
where was detested with a vengeance by the nation-
alist leaders and African elites. They rightly denounced
colonialism as evil, exploitative, and oppressive. How-
ever, because such African nationalists as Kwame
Nkrumah, Julius Nyerere, and Kenneth Kaunda
identified “capitalism” with they
reasoned that capitalism, as an ideology, must also be
evil and exploitative—a common syllogistic error,
or error by association. Many African nationalist lead-
ers then adopted socialism—the antithesis of capit-
alism—as their ideology.

A wave of socialism swept across the continent
as almost all new African leaders succumbed to the
contagious ideology, copied from the East. Prolifer-
ation of socialist ideologies that emerged in Africa

“colonialism,”
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ranged from the “Ujamaa” (familyhood or socialism
in Swabhili) of Julius Nyerere of Tanzania; the vague
amalgam of Marxism, Christian socialism, humanitari-
anism,and “Negritude” of Leopold Senghor of Senegal,
humanism of Kenneth Kaunda of Zambia; scientific
socialism of Marien N’Gouabi of Congo (Brazza-
ville); Arab Islamic socialism of Gaddafi of Libya;
“Nkrumaism” (consciencism) of Kwame Nkrumah
of Ghana; and “Mobutuism” of Mobutu Sese Seko
of Zaire. Only a few African countries such as Ivory
Coast, Nigeria, and Kenya were pragmatic enough
to eschew doctrinaire socialism. It never occurred to the
nationalist leaders that socialism, as an economic
ideology, was alien to Africa.

In much of Africa, the planned socialist transfor-
mation of Africa meant institution of a plethora of
legislative instruments and controls. All unoccupied
land was appropriated by the government. Roadblocks
and passbook systems were employed to control the
movement of Africans. Marketing boards and export
regulations were tightened to fleece the cash crop pro-
ducers. Price controls were imposed on peasant farm-
ers and traders to render food cheap for the urban
elites. A bewildering array of legislative controls and
regulations were imposed on imports, capital trans-
fers, industry, minimum wages, rights and powers of
trade unions, prices, rents, and interest rates. Some of
the controls were introduced by the colonialists, but
in Ghana they were retained and expanded by Nkru-
mah. Private businesses were taken over by the Nkru-
mah government and nationalized. Numerous state
enterprises were acquired. Even in avowedly capitalist
countries like Ivory Coast and Kenya, the result was the
same: government ownership of most enterprises, and
a distrust of private-sector initiative and foreign invest-
ment. The problem was that no aspect of this eco-
nomic ideology was in consonance with Africa’s own
indigenous economic heritage.

It must be stated in strong categorical terms that
means of production in traditional Africa were pri-
vately owned, as we shall see in the next chapter. Huts,
spears, and agricultural implements were all private
property. The profit motive was present in most mar-
ket transactions. Iree enterprise and free trade were
the rule in indigenous Africa. The natives went about
their economic activities on their own initiative and
free will. State intervention in the economy was not
general policy, except in the kingdoms of Dahomey
and Asante. Even in commerce, African states lacked
state controls and ownership. In Gold Coast, for exam-



MARKET INTERVENTIONISM

ple, gold mining was open to all subjects of the states
of Adanse, Assin, Denkyira, and Mampong.

However, the nationalist leaders spurned their own
indigenous heritage of free village markets and free
enterprise and placed an abiding faith in the potency
of the state to achieve their socialist nirvana. The state
was also perceived by elites as “protector,” “problem-
solver,” and “entreprencur.” It could protect the new
African nation against the avaricious propensities of the
multinational corporation. It could solve all economic
problems, including underdevelopment. It could do so
with a myriad of legislative controls, regulations,
and edicts. Through these legislative devices, price
controls, and agricultural marketing boards, mas-
sive resources would be transferred to the state
for national development. Tragically, the social-
ist thrust failed massively, and the web of controls
created lucrative opportunities for illicit enrichment
by the ruling elites. The most notoriously abused and
exploited was the import control system, where govern-
ment officials demanded a “10 percent commission”
before granting an import license. Such was the incep-
tion of the “culture of bribery and corruption.”

Over the decades, the nationalist leaders occupied
themselves with defending their failures by looking for
a Western “imperialist plot.” Some were booted out
of office in the spate of military coups that swept across
African in the 1970s. But the military rulers who took
over were from the pits. The caliber of leadership (or
driving skills, to keep with the development vehicle
analogy) deteriorated dramatically.

Military rulers instituted a reign of brutal tyranny,
self-aggrandizement, naked plunder, and resorted to
vile and strong-arm tactics to perpetuate themselves in
office. Nigeria, which ought to have been the “economic
giant of Africa,” was reduced to a comatose midget
after decades of rapacious plunder by its kamikaze
military rulers. More than $400 billion in oil money
flowed to Nigeria between 1970 and 2000, but few
Nigerians know what happened to the “oil money.”

Elsewhere in Africa, national development became
subordinated to the whims and mercenary instincts of
the ruling elites who acted as if their countries belonged
to them—and only them.

African governments took on more than they could
chew. Statism or state intervention in the economy was
pursued with a whole battery of controls on prices,
exchange rates, interest rates, and other economic vari-
ables. These controls, together with other edicts and
legislation, were intended to transfer huge resources

to the state, which would, in theory, allocate them for
development to benefit the whole country. By the early
1970s, much of Africa, practically, was under rigid state
controls. Needless to say, this had serious unintended
but predictable consequences.

C. Price Controls

Officially, price controls are supposed to make com-
modities affordable to the masses. The immediate effect
of the imposition of a price ceiling, however, is creation
of a shortage. If the government fixes the price of
a commodity, for example, bread, at §1 a loaf below its
prevailing market price of say, $3, the commodity is
rendered artificially cheaper, increasing the demand.
But producers (bakers), forced to accept a lower price,
would reduce the supply because the government-dic-
tated price is insufficient to cover their costs. The
result 1s a shortage—a first-generation problem. The
shortage, in turn, may create a black market (a second-
generation problem, a secondary unintended conse-
quence) where hoarding, bribery, profiteering, and
shady deals may flourish as the commodity is illegally
traded above the official price. Measures designed
to curb profiteering or hoarding attack the second-
generation problems. In other words, such measures
attack the symptoms, rather than the root cause of
the disease—the price control itself. It is important
to remember that the first-, second-, and even third-
generation problems can be found in other govern-
ment measures.

If the official price (price control) of bread is $1, but
the cost is three times as much ($3) on the black mar-
ket, this creates an incentive for anyone to seek to buy
bread at the official price and resell on the black mar-
ket to reap a huge profit—a practice that was known
in Ghana as kalabule. As such, everyone would want
to seek access to or acquire bread at the official price.
Political connections or knowing somebody in the
government can be an asset. Where such connections
do not exist, every effort will be expended to establish
one since connections can be profitable. From society’s
point of view, the distortionary effects of price controls
wreak enormous economic damage.

To illustrate this, imagine price control was absent
and the price of bread was the free market price of
$3. In this case, if people found the price too expen-
sive, they would either refuse to buy the commodity,
buy a substitute, or produce it themselves. However, in
creating shortages and allowing the commodity to be
obtained cheaply from government sources, price con-
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trols induce people to “chase the commodity” or invest
a substantial amount of effort and time in establishing
the political connections needed to obtain the com-
modity at government-mandated prices. Such efforts,
which could better be spent elsewhere, are a waste
of time from society’s standpoint.

Contrary to popular misconception, price controls
do not make commodities “affordable.” Rather, they
make them more expensive because of the hidden
costs involved in searching for the scarce goods (“search
costs”) and the time wasted in standing in line. It is
these hidden opportunity costs that render the com-
modity much more expensive. The hidden costs can be
eliminated by simply removing the price controls. But
most postcolonial African countries followed in almost
lockstep fashion the rigid price-control script.

In Nigeria, price control—fixing the price of pet-
rol (gasoline) at 26 naira per liter (50.18 cents per liter
or $0.83 cents per gallon)—caused enormous short-
ages in tandem with inadequate supplies. Nigerians
believe that since their country is an oil-producing
country, they are entitled to cheap gasoline prices.
But its state-owned fuel-refining firm, The Nigerian
National Petroleum Corporation (NNPC), cannot pro-
duce enough gasoline to meet demand because most of
its state refineries are out of commission. Funds allo-
cated for repairs during the Abacha era were embez-
zled. “So it imports petrol (gasoline) at market rates,
which it is then obliged to sell at a loss” (The Economust,
April 26, 2003; 42). To maintain that price control,
Nigeria’s government spends about $2 billion a year
subsidizing fuel.

Coming to office in 1999, President Olusegun
Obasanjo tried on two occasions to remove subsidies
on petroleum products. The economic reasons were
cogent. First, cheap petrol encouraged waste of a
declining asset. Second, the subsidies were costing the
government money that could more usefully be spent
on education, health care, or telecommunications.
Third, since subsidized petrol cost only a third of the
price of neighboring countries, much Nigerian petrol
was smuggled across the border, leading to chronic fuel
shortages in many parts of Nigeria. The entire situa-
tion was one of economic insanity: the government
imported gasoline at market rates to sell at subsidized
prices in Nigeria, but because prices were higher in
neighboring countries, the same fuel is smuggled out,
forcing the government to re-purchase and re-import
presumably the same fuel into Nigeria, which will be
smuggled out again in a never-ending cycle:
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In Nigeria, where corruption and misrule have squan-
dered, by some estimates, as much as $400 billion in oil
profits over the past 40 years, cheap gas is nothing less
than a birthright. But Nigeria’s dilapidated refineries
cannot produce enough gasoline to supply the country.
The government imports about $4 billion a year of petro-
leum products. Government subsidies have kept regular
gasoline selling for about $2 a gallon, but the price of die-
sel, crucial for businesses and heavy transport, has rapidly
risen. (The New York Times, July 12, 2008; A5).

Each time the government attempted to raise the
price of gasoline, deadly and violent strikes and pro-
tests ensued. In June 2000, President Obasanjo tried
to raise fuel prices by 50 percent. That move led to
a general strike, organized by the Nigerian Labor Con-
gress (NLC) and riots that left dozens of people dead.
President Obasanjo was forced to rescind the price
hike. He tried again in January 2002, but this time went
for only an 18 percent increase. The NLC promptly
called for a general strike and the country ground to
a halt. Shops and banks were closed. However,
President Obasanjo fought back, declared the strike
illegal, and arrested NLC leaders. Two days later, strik-
ers returned to work.

On June 20, 2003, Obasanjo’s government tried
again, announcing a 54 percent increase in the price
of fuel. Nigeria’s trade unions embarked on an eight-
day general strike to protest the fuel price. “Labor
leaders argue the steep price increases for petrol, die-
sel, and kerosene would only aggravate poverty among
Nigeria’s 120 million people, 70 percent of whom live
onless than one dollar a day” (Allafrica.com, July 7, 2003).
At least fourteen people were killed in violence during
the eight days of the strike. According to union leaders,
ten were shot dead by the police in Lagos during riots
on the last day of the strike. Eventually, a compromise
was reached between the NLC and the government
on the price of 34 naira a liter (§0.24 a liter or $1.09
a gallon), which, by international standards, was very
cheap. Of course, this would not solve the problem
of gasoline/petrol shortages.

When US President George W. Bush visited Nige-
ria on July 12, 2003, Franklin Okoye, a civil servant,
pointed out that President Bush never saw real Nige-
ria. If Okoye were chaperoning Bush around Nigeria,
he would have canceled all talks with Nigeria’s politi-
cians and scrapped the ceremonial functions as well.
Instead, he would have fed President Bush a bowl full
of isi ewu, a peppery Nigerian delicacy made of goat
head that would have left Bush’s taste buds numb. Then
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he would have taken President Bush to a gas station,
where he would have spent all day sitting in his lim-
ousine, inching ever so slowly toward the pump, now
and then sticking his head out into the choking smog
to swear at line jumpers and curse the fact that an oil-
rich country such as Nigeria does not have enough
gasoline to go around.

“This is the real Nigeria,” fumed Mr. Okoye [during Pres-
ident Bush's visit] who spent six frustrating hours baking
in his Honda Prelude as he sought to fill his tank after the
stations opened after an eight-day strike. . . .There was
pandemonium as drivers tried to force their way, or buy
their way, into the front of the unruly queue. . . . Frus-
trated by the slow pace of things, [a driver called Dele]
reached into his wallet and pulled out a 200 naira bill—
the equivalent of about $1.50 and a day’s wage for many
Nigerians—and handed it to a man with a handful of
bills who then allowed Dele into a faster-moving gas line.
(The New York Times, July 13, 2003; A3)

It is important to analyze the cases of Okoye and
Dele because they illustrate an important concept
economists call “opportunity cost.” The six frustrat-
ing hours Okoye spent in the gas line could have been
spent more productively elsewhere. Because he was
a civil servant he did not bear this “opportunity cost”™—
he was absent from his job for six hours and did not lose
any pay. Taxpayers or the government bore the cost
of paying him for no work done. If he endures this
ordeal twice a month, it would translate into twelve
hours a month (or 144 hours a year) of lost productiv-
ity. Obviously, Okoye is not the only civil servant who
wastes six hours in a gas line. If a million other civil
servants do, the cost to the Nigerian government would
be enormous, running in the billions of naira.

There is an additional cost as well. When civil
servants spend part of their time chasing scarce
commodities and gasoline, the rate of absenteeism
skyrockets. This, in turn, means that getting normal
government functions—such as obtaining a pass-
port—takes much longer. And to speed up that pro-
cess, bribes may have to be offered there too!

Suppose, however, that Okoye were a taxi driver,
earning 400 naira an hour. Assume that his Honda Pre-
lude took ten gallons to fill the tank and one gallon was
equivalent to 4.546 liters. At 34 naira per liter, it would
cost him 1,545.64 naira to fill his tank, which, at the
exchange rate of $1 per 144 naira, would amount to
$10.73. But he would have wasted six hours in queue,
costing 2,400 naira or $16.67. Therefore, total cost of
waiting for six hours to fill his ten-gallon tank would

be $27.40, which translates to $2.74 a gallon, which
is even more expensive than gasoline in many parts of
the United States! Of course, this analysis assumed that
he was able to purchase gasoline after the six-hour
wait—length of wait assures no guarantees—and
further that the taxi driver did not have to bribe to
jump the line. If any of these cases apply, then the taxi
driver would have paid more than $2.74 per gallon,
which would put the price per gallon among the high-
est in the world.

The point of this discussion is to drive home the fact
that price controls do not make commodities affordable.
Okoye would be far better off if there were no price
controls on gasoline and the price in Nigeria was the
same as in Benin. If the price were $2.00 a gallon or 63
naira per liter, Okoye would have all the gasoline that
he wanted and would not have to waste precious time
waiting in a smog-choked queue.

Unfortunately, initial mistakes made were com-
pounded, creating a crisis situation, which spawned
additional problems—bribery to jump gas lines, smug-
gling of cheap Nigerian gasoline to neighboring coun-
tries, absenteeism in the civil service, and hoarding of
gasoline, among others. For decades, the energies of
African governments were absorbed in managing cri-
ses and their attendant problems. Rather benightedly,
many of these governments believed that more of the
same bad medicine would cure the patient. Accord-
ingly, more stringent government control measures
were taken, which naturally aggravated the crises.
Then authorities called for more powers and yet more
severe measures to deal with the new crises—gaso-
line shortages, hoarding, and smuggling, for example.

In 1982, Ghana closed its borders to prevent the
smuggling of cocoa to neighboring countries, where it
fetched a higher price. In the late 1980s, Zambia also
closed its borders to stanch the smuggling of cheap
consumer goods to Tanzania and Zaire. Then, on
August 9, 2003, Nigeria closed its border with Benin
“over concerns about increased cross-border crime
such as smuggling and people trafhicking” (The Wash-
wngton Times, August 10, 2003; A11). Did Nigerian gov-
ernment officials need to be told that their policy of
ridiculously cheap gasoline was what was fueling smug-
gling across the border to Benin, where gasoline was
more expensive?

Of course, Benin would protest the border closure,
claiming it violated the protocol of the Economic Com-
munity of West African States (ECOWAS), which per-
mits free movement of goods and people. The border
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would be opened after a summit between the presidents
of the two countries. Smuggling activity would resume,
depriving Nigeria of much-needed gasoline. Threats
would be issued: “Gasoline smugglers will be shot on
sight!” But then, customs officials can always be bribed
to look the other way. For much of the postcolonial
period, most African governments have been engaged
in such “crisissmanagement.” Meanwhile, smuggled
Nigerian gasoline fuels the economies of Benin, Togo,
Ghana, and even Burkina Faso.

In November 2011, Benin's finance minister acknowledg-
ed that more than three-quarters of fuel consumed there
was illegally imported from Nigeria. In Togo, population 6
million, a 250-litre barrel sells for $300, a small fortune in
a country where about two-thirds of the population live
in poverty.

The racket is a serious problem for governments, but
a source of work for many people, and a boon for those
who use the cheap fuel—the price is 15-30 percent
less than in Togo's licensed filling stations. To stop
such a flourishing trade is unthinkable in a country
where the informal economy is pre-dominant—account-
ing for more than 70 percent of jobs in Sub-Saharan
Africa, according to the International Labor Organization.

A Nigerian parliamentary report, published in April,
estilmated the subsidies had cost the nation $17bn
in 2011, much more than the $8bn announced by the
government. (The Guardian, October 2, 2012)

In 2015, the situation still had not been resolved.
The price of oil had drastically dropped from $90
a barrel to $50. In response, the Nigerian government
cut the controlled price from 97 naira to 87 naira and
continued in the subsidy. Unaffected, however, was the
supply situation. According to the explanation given by
the government,

The Minister of Petroleum Resources, Diezani Alison-
Madueke, explained why Nigeria’s four refineries in Port
Harcourt, Warri, and Kaduna have still not undergone
repairs more than four years after their original builders
completed the technical assessments on them. After her
assumption of office in 2007, the minister said she car-
ried out [an] extensive tour of the refineries to assess the
functional conditions of the various units. She said at
the end of the tour, she was shocked at the extent of
dilapidation and the state of decay of the equipment,
adding that most of the units were so obsolete that
they could hardly produce again.

“To get a replacement for the equipment was not pos-
sible, because they were obsolete,” she said. “For over 20
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years, the equipment were not changed or maintained.”

The last time a comprehensive turn-around mainte-
nance was conducted on the three refineries was in 1992.
... The Nigerian National Petroleum Corporation (NNPC)
monthly production information (MPI) for December 2014
showed that only Port Harcourt Refinery is currently func-
tional at 8.77 percent capacity utilization. (Premium Times,
January 23, 2015)

Petrol shortages remained and in the capital, Abuja,
long queues of cars could be seen crawling to a gas
station in March 2015.

Queues for gasoline in the capital, Abwa, on March 4, 2015
(Courtesy, Premium Times, March 5, 2015)

On the cause of the shortages, the ruling People’s
Democratic Party “accused the opposition All Progres-
sives Congress of compelling marketers to either divert

or refuse to sell petrol to embarrass the government”
(Premium Times, March 4, 2015).

Rent-Seeking, Culture of Fraud,
Bribery, and Corruption

The Byzantine maze of state controls and regulations
provided the ruling elites with golden opportunities for
self-enrichment. In Egypt, for example, securing an
ordinary permit to put up a house required permits
from no less than thirty government agencies with
overlapping jurisdiction. In Ghana, securing a license
to import a commodity required submitting an appli-
cation in triplicate and getting approval from three
levels of authority: the Ministry of Trade, the Minis-
try of Finance, and the Bank of Ghana, which result-
ed In an interminable waiting period during the
1970s. To set up a business in Nigeria, an entrepre-
neur had to comply with the 1963 Immigration Act,
1964 Indigenization Guidelines, 1968 Companies
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Decree, 1972 Nigerian Enterprises Promotion Decree
(amended in 1973, 1974, and 1977), as well as other
stifling regulations pertaining to what could be import-
ed, who could be hired, and how much could be
repatriated abroad. In 1977, dividend payments were
restricted to 40 percent. According to Martin Plaut,
a BBC Africa analyst,

World Bank says that four-fifths of the most difficult
countries in the world to do business are in Africa:

m Mozambique: 153 days to start a firm;

m Congo: 155 days;

m Nigeria: 21 procedures to register [a business, but just
3in Finland];

m Chad: 19 procedures;

m Angola: Three years to enforce a contract. (BBC

News, September 8, 2004; http://news.bbc.co.uk/2/hi/
africa/3638018.stm)

Compliance with the multiplicity of regulations was
often frustrating and time consuming. Tempers flared
when applicants and potential investors were endlessly
shuttled back and forth to obtain permits from senior
government officials who, more often than not, were
absent for extended lunches with their young mis-
tresses. Hucksters saw an opportunity to “expedite” the
process and charge a “fee.” Civil servants could also
exploit the situation. They would suddenly run out
of application forms for passports, creating a contrived
shortage. A bribe of say, $5 would promptly produce
such an application form. In this case, a “shortage”
of application forms is manufactured to enable the civil
servant to extort a “premium,” a “commission,” or
a “rent” for its “scarcity,” as others do in a real black
market. Economists call these kinds of activities “rent-
seeking.” Rent-seeking activities retard economic
growth—merely redistributing wealth and not produc-
ing it. Rent seekers become rich extracting “commis-
sions” on contrived shortages.

Many demand bribes outright, exploit their posi-
tions in government, and manipulate the state’s reg-
ulatory powers to supplement their meager salaries.
“Because every permit has its price, Nigerian officials
invent endless new rules. A guard outside a ministry
demands a special permit for you to enter; a customs
inspector invents an environmental regulation to let in
your imports; an airline official charges passengers for
their boarding cards” (The Economist, August 21, 1993;
Survey, 5). Indeed, said Tony Nze Njoku, “Every offi-
cial transaction provides an avenue to amass wealth,
which leads to poor service and failed government pro-
grams” (Finance and Development, June 1998; 56).

Almost every government regulation and nuance of
policy can be exploited. Revenue collection, passport
control, and even government stationery can all be
diverted, manipulated, or used for illicit gain. In Cam-
eroon, the Ministry of Finance and Economy is sup-
posed to be open to the public at 11:00 a.m., “but for
500 Cameroonian francs the guards will let you in as
much as three hours early” (West Africa, March 15-19,
2000; 16).

The phenomenon of “chasing files” breeds a culture
of fraud, bribery, and corruption. “In Cameroonian
government administrative services, if you do not give
money your file will not be processed. Documents will
even be removed from them in order to render a file
incomplete. If you do not ‘talk well’ your file will be sat
upon, your child will not go to school, the magistrate
will send you to prison” (ibid.).

Quite often, however, the ruling elites take advan-
tage of the same shortage situation they publicly lament
and profit from their own mismanagement of the econ-
omy. They purchase commodities at government-
controlled prices that they later resell on the black mar-
ket to reap a huge profit. As journalist Ben Ephson
explained,

Kalabule dates back to the late Acheampong’s era when
inflation was rising uncontrollably in Ghana. It was at
that time that chits were being issued, mainly to women
to collect goods which were being sold on the open mar-
ket. Non-bakers had huge allocations of flour and young
girls just out of school were collecting weekly allocations
of 100 bags of cement, ten cartons each of milk, milo,
etc. [When Limann’s civilian government was elected
in 1979], party leaders felt those who helped the party
come to power had to be rewarded. This reward came in
the form of chits to collect flour, milk, sugar, beverages,
wax prints, etc., which were in turn sold to Makola [mar-
ket] women. The party man gave the price to his contact
man at $650; the contact man too had to chop, so, in turn
gave it to the market woman at $750 and before it got
to the actual baker, the price ranged between $850-950.
The control price of a bag of flour was $114. (West Africa,
October 4, 1982; 2571)

In Rwanda, the late President Juvenal Habyari-
mana ran lucrative rackets in everything from devel-
opment aid to marijuana smuggling. “Habyarimana
and his in-laws operated the country’s sole illegal for-
eign exchange bureau in tandem with the central bank.
One dollar was worth 100 Rwandan francs in the bank
or 150 on the black market. The president and his
brother-in-law took dollars from the central bank and
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exchanged them in the exchange bureau” (Washington
Post, April 18, 1995; A17).

In Nigeria, “Abacha, the late head of state of Nige-
ria, increasingly monopolized the oil trade for him-
self;” said John Bearman, a London-based oil industry
analyst. “There’s no deal that does not go through the
presidential villa™ (Washington Post, June 9, 1998; A19).
In 1996 and 1997, more than $2 billion was diverted
from Nigeria’s four state-owned oil refineries by cor-
rupt Finance and Oil ministers, leading to the collapse
of the refineries for lack of repairs. When price controls
created gasoline shortages forcing Nigeria to import
refined fuels, the vampire elites immediately saw a prof-
itable opportunity and grabbed that trade too, skim-
ming off a percentage. “The government subsidizes
the sale price of gasoline and other fuels, but Abacha
loyalists among the officer corps and civil service divert
much of the available supply to sell on the black market
or to neighboring countries” (ibid.). In this way, they
profit from the very problem they themselves created.

Price Controls in Venezuela—A Digression

Price controls produce equally disastrous economic
consequences wherever they are imposed in the rest of
the world. In 2008, the socialist government of the late
Hugo Chavez of Venezuela imposed stringent price
controls on several food items. In addition, the gov-
ernment seized agricultural land from private owners,
but the lands were left uncultivated. The combination
of these policies devastated agriculture and produced
rampant and prolonged food shortages in Caracas, the
capital, that lasted intermittently for years. Among the
commodities in short supply were toilet paper, rice, cof-
fee, sugar, oil, milk, and corn flour. Below is a picture
of empty shelves in a food market like those posted on
social media in January 2015.
According to The Guardian (September 28, 2013),
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In Avenida Victoria, a low-income sector of Caracas, Zene-
ida Caballero complains about waiting in endless queues
for a sack of low-quality rice. "It fills me with rage to have
to spend the one free day | have wasting my time for a bag
of rice,” she says. “l end up paying more at the re-sellers. In
the end, all these price controls proved useless.”

Suppose the bag of rice costs $5 at the government
control price and $15 in the black market. Suppose in a
day her wage was $30. The cost of the bag of rice was
not $5 but instead $35 (price of rice, plus lost wages
from waiting all day to purchase the rice). Obviously
she would have been better off buying the rice from the
black market.

And what was the cause of the shortages according
to the government?

According to President Nicolas Maduro, the food short-
ages are being artificially induced by the opposition. He
claims they form part of wider plan concocted by the CIA
to destabilise his government, sabotage the oil industry,
and trigger power cuts.

In response, Maduro announced the creation of a
state council that would inspect private companies to
ensure they were not deliberately slowing distribution or
decreasing production. The oil-rich country will also
import almost £600m-worth of food from neighbouring
Colombia to ensure stores are well-stocked.” (The Guard-
ian, September 28, 2013)

D. Import Controls

The richest opportunity, however, was provided by
import controls, which were intended to curtail the vol-
ume of imports and thereby conserve the scarce for-
eign exchange needed to import machinery and other
equipment essential for development. Import controls
and licensing were the tools often employed to reduce
the huge demand and match it to the available supply
of foreign exchange. But import controls and licenses
became the most fraud-ridden systems.

To import an item, a permit or a license was
required from the Ministry of Trade. The licenses
quickly became scarce. Ministers quickly discovered
that they could use the labyrinth of controls to enrich
themselves. Ministers and government officials at the
trade ministry demanded bribes—10 percent of the
value of the import license—before issuing them. The
withholding of licenses was then used to punish polit-
ical rivals and businesses associated with the oppo-
sition. In the late 1980s, import licenses were denied
to the publications Free Press, Ashanti Pioneer in Ghana,
and Footprints in Liberia for their criticism of govern-
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ment policies. In Ghana, the administration of import
licenses was most notorious for its gross malprac-
tices, which were exposed by various commissions of
enquiry: see Akainyah (1964); Abrahams (1963); and
Gaisie (1973). These commissions revealed that, with
the payment of a bribe—usually 10 percent of the
value—importers could import anything, sending the
volume of imports out of control, since it became more
lucrative for ministers to issue more licenses than they
had foreign exchange to back. This often resulted in the
accumulation of foreign debt.

Imports were often over invoiced to enable import-
ers to keep some foreign exchange balances abroad.
For example, suppose a product costs $100 to import
from Britain. Through a secret agreement between
the Ghanaian importer and the British supplier, the
item would be invoiced for $250 and the invoice pre-
sented to the Ministry of Trade or the Bank of Ghana
for payment, as all foreign exchange transactions were
managed by the government. Upon payment of the
invoice, the difference (§150) would be split between
the Ghanaian importer and the British supplier. Simi-
larly, exports were also under-invoiced. These schemes
drained the country of much-needed foreign exchange.
Since foreign exchange was scarce, civilians would
connive with certain bank officials to defraud the
Bank of Ghana of hard-ecarned foreign exchange.
Then more commissions of enquiry were set. And on
and on; nothing learned.

E. The Patronage System and Governance

Finally, state controls conferred upon the head of state—
unintentionally perhaps—an enormous amount of
economic and social power. Monopolization of politi-
cal power had already been attained under the decrepit
one-party state systems. The head of state soon dis-
covered that the power to direct economic activity and
to channel resources to the state could be used capri-
ciously in a variety of ways:

® To channel development to certain areas of the
country, such as his hometown,

® To undertake “social engineering” or indoctrina-
tion,

® To maintain his political support base and buy
new supporters, and

® To punish rivals or the opposition.

Although African strongmen and officials admin-
istering state controls initially did make the effort to
“spread development” to areas long neglected by the
colonial administrators, they soon started to use the

control regime for more selfish, political, social, and
sinister purposes. Resources siphoned by the state
could be used to buy political support (clientelism).
Before long, state controls were being used by African
leaders to advance their own selfish economic interests
as well as those of their kinsmen and supporters, to
silence their critics, and to punish political opponents.
State controls also allowed African leaders to extract
resources which were then used to build huge personal
fortunes and to generate a “spoils system” (patron-
age) to buy political supporters. According to Taylor
(2004), “The problem for African development is that
whilst individuals within such patronage networks may
benefit handsomely, the system fundamentally fails
to promote economic growth and development and
in actual fact rapidly sabotaged the high aspirations
of independence” (p. 5).

Africa’s autocrats also need political support. A
spoils system, therefore, was devised to dispense
patronage to loyal supporters, cronies, and tribesmen
as well as buy new political support. In Malawi, the late
Life President Banda used instruments of the state
to pay his political supporters by transforming them
into commercial agricultural estate owners whose
prosperity and economic security depended upon
their personal loyalty to the president. According to
Libby (1987):

At the center of political power in Zaire is the president

and his personal allies who have control over vast pow-

ers of patronage that originate from the president. For
example, the Bank of Zaire, SOZACOM (the now defunct
state owned mining marketing organization), and the

Gecamines (the state mining company) were under the

president’s personal control and were administered on

his behalf by his family and close political allies. Thus

Mobutu and his political allies use their control of the

state apparatus not only to enrich themselves but more

importantly to bind the ruling class together in support

of the regime. (p. 273)

In Malawi, Banda was able to rip off economic
surplus from peasant producers and transfer it to the
estate sector through two commercial banks; his hold-
ing company, Press Holdings; and the parastatal Agri-
cultural Development and Marketing Corporation
(ADMARQ). “Between 1972 and 1981, Press Holdings
was the single largest recipient of ADMARC’s loans.
About 27.9 million kwacha (about $65 million) was
transferred to the president this way” (Libby 1987, 191).
These were huge sums of money the president could
use to buy political support.
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Strongmen can channel low-interest loans and
contracts from public agencies to friends and allies.
According to Kwame Ashaai, a columnist, “In Rawl-
ings’s Ghana, procurement or public works contracts
are awarded to contractors, not on basis of ability
to do the jobs well, and at the lowest costs, but on basis
of affiliation and connections with the ruling NDC
party or its top brass, or on basis of agreement to pay
for the contracts” (Free Press, October 30-November 5,
1996; 5).

In Ivory Coast, companies with links to President
Konan Bedie’s family allegedly grew fat in financial
services and commodity trading, while others gobbled
up the most profitable privatized state companies (7e
Economist, December 12, 1998; 46). In Nigeria, for
example, the late head of state, General Sani Abacha,
used state controls to grant a business set up by his old-
est son, Ibrahim, extensive privileges. The business,
Delta Prospectors Ltd., mines barite, a mineral that
is a source of barium and an essential material for oil
production. “In the spring of 1998, shortly after Delta
had announced that its operation had reached full
production, the Abacha government declared a ban
on imports of barite, making the Abacha-owned
company the monopoly provider for the huge Nigerian
oil industry” (Washington Post, June 9, 1998; A19).

State workers may be provided with subsidized
housing and transportation or given “essential com-
modities” (sardines, corned beef, tinned milk) at gov-
ernment-controlled prices. In Senegal, people were
rewarded for their vote with bags of rice; workers in
pro-government trade unions got the best pay and con-
ditions; student party members were first in line for
scholarships (The Economist, April 18, 1998; 44). Some
patrons may supply their clients with opportunities for
illegal gain from public office. Corruption is another
such opportunity—accepting or extorting bribes for
decisions or actions taken in a public capacity. Other
opportunities include theft of public property, the
illegal appropriation of public revenues (fraud), and
nepotism.

Strongmen may also “reward their clients by grant-
ing preferential access to resources which are subject
to government regulation, permits. For example, favor-
able allocation of import or other licenses. All these
allocations of non-governmental benefits can become
counters in the game of factional maneuver. Corrup-
tion and misuse of public office has reached excep-
tional levels also in Nigeria” (Sandbrook 1993, 94).
“One of General Abacha’s main sources of patronage
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is the system that enables a lucky few to buy foreign
exchange at 22 naira to the dollar, while others pay
80” (The Economist, November 9, 1996; 46). And “In
Rawlings’ Ghana, import permits, bank loans, etc., are
awarded on orders of ministers, and only to friends, rel-
atives, NDC members, or those who pay huge bribes.
Businessmen and women who have NDC connections
often enjoy tax exemption, penalty waivers, or get their
tax obligations reduced. They may even be left to go
free when caught evading taxation, or to have made
false declarations regarding tax liabilities” (Free Press,
October 30—November 5, 1996; 5).

Soldiers can be bought with pay increases, subsi-
dized housing, commodities, and faster promotions. In
1993, General Ibrahim Babangida “rewarded nearly
3,000 of his most loyal military chiefs by giving them
new Peugeot sedans, which cost the equivalent of
$21,000 each in Lagos. A senior university professor,
for example, earns about $4,000 a year, while a nurse
or mechanic is lucky to bring home more than $1,000”
(The New York Times, December 2, 1993; A3).

The success of the patronage system in buying polit-
ical support, however, depends on the ability of the
strongman or center to generate the resources required
to appease or purchase the support of the major social
groups. Such resources may be capriciously seized
through exorbitant taxes, steep hikes in excise duties
on imports, gasoline prices, and through various leg-
islative edits and structures, such as price controls, val-
ue-added tax (VAT), marketing boards, and other state
controls. Alternatively, the strongman may attempt to
generate such resources artificially—on paper, by print-
ing money. The net result is declining production, tax
evasion, escalating government expenditures, recourse
to the central bank for financing, and, ultimately, infla-
tion.

Regardless, the dispensation of patronage to buy
political support has resulted in soaring government
expenditures and bloated, ineflicient African bureau-
cracies that waste scarce resources. “Jobs for the boys”
in the civil service, government boards, and public
corporations become unproductive charges to the
state. “In 1984, 20 percent of Ghana’s public sector
workforce was declared redundant by the Secretary of
Finance” (West Africa, January 27, 1986; 178). “This
country had 50,000 civil servants who were consum-
ing 51 percent of the nation’s wealth,” complained
Guinea’s reformist prime minister, Sidya Touré (7he
Washington Times, October 17, 1996; A19). In Kenya,
“the civil service has grown by 10 percent to 500,000
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In ten years, whose salaries take up half the budget;
another third currently goes in repayment of internal
and external debts” (The Economust, April 19, 1998; 42).
But trimming these bureaucracies, as demanded by the
imperatives of economic reform (or structural adjust-
ment), has been anathema to the ruling elites since
it cripples their ability to maintain their political sup-
port base. In Ghana, the total number of cabinet and
deputy portfolios reached an astonishing eighty-eight
in 1995. Similarly, in 1996,

President Robert Mugabe of Zimbabwe has upped his
cabinet by two to 28. That takes the number of officials
with ministerial status to 54. Economist Eric Bloch attri-
butes Mugabe’s move to an entrenched system of patron-
age: "It is regrettable. People continue to be rewarded
for loyal past services even if we can't afford that reward.
It's incomprehensible that Zimbabwe should require a
cabinet of a greater number than the UK, France, or
South Africa when we have a population that is a fraction
of those countries.” (The African Observer, May 23-June
5, 1996; 23)

South Africa has a twenty-five-member cabinet and
seventeen deputy portfolios. This trend has continued
over the decades.

In many African countries, government has become
a scourge—its institutions hijacked by the ruling elites
to enrich and serve their interests, not the poor. The
public sector is packed with cronies, relatives and party
supporters ensconced in parallel institutions, useless
government agencies and ministries with overlapping
functions. Ghana, for example, has the Ministry of Avi-
ation, Ministry of Roads and Highways, Ministry of
Transport, Ministry of Road and Transport, and Min-
istry of Ports and Railways. Why not just one Ministry
of Transportation? Never mind.

Asked in 2004 to reduce state hegemony in the econ-
omy and create more reliance on the private sector,
Ghana set up the “Ministry of Private Sector Develop-
ment.” To cut government spending, Mali established
a “Ministry of Less Government Spending.” Tanzania
of course has the “Ministry of Good Governance,” and
Uganda, the “Ministry for the Pacification of Northern
Uganda” . . . whatever that means.

Bureaucracies are bloated in Ghana. A huge gov-
ernment workforce there consumes 70 percent of the
budget; it’s 80 percent in Zimbabwe. The size of the
government has grown so rapidly that it is suffocating
many African economies. For example, in 1997, Ghana,
with a population of 19 million, had eighty-eight

cabinet and regional ministers plus their deputies.
By 2004, the number had reached ninety-two, butit shot
up to 1101n 2017—the largest in Africa. In 2009, Kenya
had ninety-four and Zimbabwe eighty-two. Angola
checked in with eighty-eight ministers and deputies.
In addition, there are ministers of state at the presidency,
presidential staffers and advisors. At each ministry there
are principal secretaries, deputy principal secretaries,
assistant deputy principal secretaries, etc. The nextbatch
is comprised of governors or regional ministers and
their deputies. Then there is the legislature—senators
and MPs, all feeding off the government trough.

In Ghana, each minister must have a government
bungalow (house), a Pajero (SUV), a saloon car for
Madam, a garden boy, a cook, a day watchman, a night
watchman, and a security guard to accompany the offi-
cial. Then each senior government officer is entitled to
a house loan, furniture loan, fridge loan, and even edu-
cation loan for the children. Nigerian legislators are the
highest paid in the world. Its senators enjoy an obscene
smorgasbord of perks and allowances that take their
salaries to a cool $2 million each, while 60 percent of
the country’s population earns less than $2 a day. One
particularly outrageous perk is a “hardship” allowance.
Olusegun Obasanjo, former president of Nigeria dis-
missed its National Assembly as “an assembly of thieves
and looters.”!!

The extra-large public sector in many African coun-
tries is riddled with overspending, wasteful practices,
willful extravagance with public funds, financial irreg-
ularities and willful profligacy. Too many ministries
and government agencies mean soaring government
expenditures. Ghost workers also abound in Ghana—
over 6,000—on government payrolls with their sala-
ries collected by living workers. Judges are on the take,
some caught on camera demanding bribes. In Nige-
ria, 62,893 ghost workers were nabbed—and hope-
fully reburied. In Kenya, one ghost worker was caught
with his salary being collected by a living professor.

Government, not the private sector, has now become
the avenue for self-enrichment. The richest persons in
Africa are heads of state and ministers who make their
money by raking it off the backs of their suffering peo-
ple. Being the president of an African country is an
extremely lucrative occupation, which partly explains
why they will almost never give up power and must
be removed by force . . . often destroying the country
in the process.

To facilitate the dispensation of patronage and
reduce any threat to their power, the ruling elites usurp

41



APPLIED ECONOMICS FOR AFRICA

control over all key state institutions: the army, police,
civil service, state media, parliament, judiciary, central
bank, and educational system. These institutions are
packed with trusted lieutenants, cronies, supporters,
and tribesmen. Professionalism in these institutions is
destroyed and replaced with sycophancy. State insti-
tutions become paralyzed and begin to decay. Laxity,
ineptitude, indiscipline, and inefliciency thus flourish
in the public sector. Rule of law is for the oppressed
people; official bandits are exempt. The functions of
state institutions become debauched. The police are
themselves highway robbers and judges are crooks. The
worst institution is the military—the most trenchantly
perverted institution in Africa. In any normal, civilized
society, the function of the military is to defend the ter-
ritorial integrity of the nation and the people against
external aggression. In Africa, the military is instead
locked in constant combat with the very people it is
supposed to defend.

It is important to recognize that economic prog-
ress in Africa will be elusive unless the key institutions
enumerated above are wrestled out of the control
of the ruling vampire elites. This requires the estab-
lishment of independent institutions: an independent
legislative parliament, independent central bank, inde-
pendent judiciary, independent media, independent
electoral commission, efficient civil service, and neu-
tral and professional armed forces. The provision of
Western aid should be conditioned upon the establish-
ment of these independent institutions and not on the
promises or rhetoric of Africa’s coconut leaders.

F. The Destruction of Africa’s Agriculture

“Freer, more democratic nations with better economic
policies appear more immune to the spike in food prices.
Meanwhile, less-open countries have employed anachronistic
policies of subsidies and tariffs, exacerbating market
fluctuations. It is no coincidence that Nigeria and Ethiopia
have experienced rioting while Uganda, Rwanda,
and Tanzania have been relatively calm.”

—Josh Ruxin, Director,

Millennium Villages Project in Rwanda
(Washington Post, July 3, 2008; A17)

The previous section examined the ¢ffects of statism:
state direction of economic activity and planning with
a plethora of state controls (price controls) and estab-
lishment of state enterprises to forge Africa’s industrial-
1zation drive. To recap, state controls created commod-
ity shortages while inefficient and unprofitable state
enterprises—established with foreign loans—failed to
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deliver the goods. These initial problems may be con-
sidered “innocent,” but they fed on each other, creating
additional problems or secondary unintended conse-
quences. In this section, we examine these second-gener-
ation problems. For example, a food or agricultural crisis
was produced when African agriculture—the livelihood
of the majority of Africans—started its decline. Agri-
culture atrophied in many African countries because
of the neglect occasioned by government obsession
with industrialization, the imposition of price controls,
civil war, and crumbling infrastructure.

Inadequate supply situation (commodity short-
ages), coupled with soaring government expenditures
financed by printing money, resulted in inflation in
many African countries. That, in itself, had undesirable
consequences—for example, it discouraged savings and
thereby depleted the funds for investment. Recall that
the key to economic growth in Africa is investment, both
domestic and foreign. Therefore, anything that dis-
courages savings has a negative impact on investment.

To compensate for low domestic savings, African
governments borrowed feverishly from abroad to estab-
lish state enterprises and initiate various development
projects. But much of the loans were “consumed.” In
addition, the investment in state enterprises was gener-
ally unproductive. Investment projects failed and loans
were squandered, producing a foreign debt crisis—the
inability to service foreign loans on time.

Thus, one finds in many African countries the ludi-
crous spectacle of a government manned by a small
cadre of incompetent and inexperienced bureaucrats
attempting to manage a food crisis, a fuel crisis, a for-
eign exchange crisis, inflation, a banking crisis, a for-
eign debt crisis, and a development crisis all at the
same time. At the end of the day, not a single one of
them is resolved. The next day begins with the same
crisis-management routine. Trapped in a perpetual cri-
sissmanagement mode, government officials have little
time to move the country in a new direction. Mean-
while, the problems multiply. Crises galore.

In the new century, hunger remains a persistent
problem in Africa. At the beginning of 2003, an esti-
mated 25 million Africans required emergency food
aid. Although famine is often closely linked to drought
and, in some countries, war, UN Food and Agriculture
Organization (FAO) Director-General Jacques Diouf
noted that even when there is no drought or other acute
crisis, about 200 million Africans suffer from chronic
hunger (Africa Recovery, May 2003; 1). Alarm was raised
in 2001 by the International Food Policy Research
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Institute, a Washington think tank, in its 2020 Global
Food Outlook, warning of rising hunger on the conti-
nent. The report noted that “without massive invest-
ment in irrigation, roads to take the harvest to mar-
ket and crop research, Africa might have 49 million
malnourished children by 2020, a rise of 50 percent”
(Washington Post, September 4, 2001; A12).

African agriculture provides livelihoods for “about
60 percent of the continent’s active labor force, con-
tributes 17 percent of Africa’s total gross domestic
product, and accounts for 40 percent of its foreign
currency earnings” (Africa Recovery, January 2004; 13).
Yet, agriculture has performed abysmally. Farmers’
yields have essentially stagnated for decades. Although
total output has been growing, this growth has barely
kept pace with Africa’s increasing population. Food
production in particular has lagged, so that the num-
ber of chronically undernourished people increased
from 173 million in 1990-92 to 200 million in 1997—
99. Of that total, 194 million were in Sub-Saharan
Africa. In 1997, Africa’s total food imports amounted to
$14.69 billion, slightly more than what Africa received
in foreign aid from all sources (World Bank 2000b, 107).
By 2000, food imports had grown to $18.7 billion in
2000 alone (Africa Recovery, January 2004; 14). By 2015,
it had reached $35 billion.

Since 1970 agricultural output has been growing
at less than 1.5 percent—less than the rate of popu-
lation growth. Food production per capita declined by
7 percent in the 1960s, by 15 percent in the 1970s,
and by 8 percent in the 1980s. From 1961 to 1995,
“per capita food production in Africa dropped by 12
percent, whereas it advanced by leaps and bounds
in developing countries in Asia” (The Economist, Sept-
ember 7, 1996; 45). The decline continued. Using
1989-91 as the base year, food production per cap-
ita index for Africa was 105 in 1980 but 92 for 1997
(World Bank 2000b, 225).

The Democratic Republic of the Congo exported
food when it was the Belgian Congo. Today, it cannot
feed itself, and neither can postcolonial Zambia, Sierra
Leone, Tanzania, or even Zimbabwe. These coun-
tries, once self-sufficient in food production, now face
sharp escalation in food import bills. As much as 20
percent of the continent’s export income in the 1980s
was spent on food imports (Chazan et al. 1992, 259). In
1990, it had reached 40 percent. In Nigeria, “One of
every two persons lives in absolute poverty, earning less
than a dollar a day, deprived of access to the basics of
food, water, and shelter” (The Washington Times, Octo-

ber 21, 1999; A19). Back in the 1960s, 70 percent of
Nigeria’s 110 million people lived on agriculture, and
the country was a major exporter of food. Benue state
was known as the “food basket of the nation.” Today,
Nigeria exports only cocoa, rubber, and palm products,
and imports rice, corn, wheat, and sugar (The Washing-
ton Times, April 13, 2000; A17).

At the micro level, the performance of Africa’s eco-
nomic sectors, except for mining and other extractive
industries, has been weak. The most serious sectoral
deterioration has occurred in agriculture. This is the
life-blood of the African economy and accounts for
“a much higher share of GDP than in other regions
of the world” (ECA [UN] 1999; 8). Three out of four
Africans are engaged in agriculture, with women mak-
ing the most significant contribution. They perform
“some 90 percent of the work of food processing, 80
percent of food storage tasks, 90 percent of hoeing and
weeding, and 60 percent of harvesting and marketing,
besides load carrying and transport services.”!? But
finding enough to eat has become a formidable chal-
lenge for many. As Andre Miku, a retired mechanic in
Kinshasa, Congo, is quoted in Chapter 1: “We cannot
afford even a meal a day. We try to keep at least the chil-
dren fed” (Washington Post, September 14, 1998; A16).

No Sub-Saharan African country has been able to
achieve food self-sufficiency. The paucity of agricul-
tural “success stories” suggests an abundance of indi-
vidual horror stories. In 1982, food output per cap-
ita in Angola, for example, was estimated to be half
the level reached in 1972. Its coffee output was one
tenth of the 240,000 metric tons produced annually
before independence. Some years back, Sierra Leone
was not only self sufficient in rice, but was also able
to export large quantities to other African states. It is
now importing rice. Nigeria used to export palm oil,
which it now imports. “Nigeria spends $3 billion a year
importing food—including rice, sugar, chickens, and
milk—which it could grow for itself” (The Washington
Times, July 18, 2004; A6). By 2014, Ghana could not
feed itself; its economy was a wreck, and it was seeking
a bailout from the IMF. In an interview with AllAfrica.
com, its president, Mahama, said this:

| want to see a strong developmental component to
whatever program that we work out with the Fund and
the [World] Bank. We want to focus on infrastructure,
jobs, and restructuring the economy to create industries
that allow us to reduce our huge import bills. We want to
see investment in rice production so that we don't have
to spend $400 million on rice imports every year; in sugar
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production so that we don’t have to spend $200 million
importing sugar every year; in poultry production so that
we don’t have to spend $190 million importing poultry
ever year; in fish production so that we don't have to
spend hundreds of millions of dollars on fish imports.”
(AllAfrica.com, August 18, 2014; http:/allafrica.com/sto-
ries/201408180002.html)

G. The Causes of Africa’s Food Crisis

Africa’s agricultural crisis has been attributed to
a host of factors, both external and internal. Among
them are: protectionist policies of the rich countries,
drought, poor soils, the use of “backward and primi-
tive” technology, and increased competition from cash
crops. These explanations, however, are unsatisfac-
tory. It is true that the rich countries operate a battery
of tariff and non-tarift barriers (duties, quotas, subsidies
to domestic producers) against agricultural products
from the Third World. The United States for exam-
ple, protects its sugar, tobacco, and peanut producers.
The European Union will not permit free trade in
agricultural products that compete with those of its
member states, notably citrus fruits, wine, tobacco, veg-
etable oils, and tomatoes (7he Economist, September 7,
1996; 43). But if tariffs are the only cause, why don’t
African governments retaliate by slapping tariffs on
imports from Western countries? More important, if
these restrictive trade practices were hurting African
agriculture, the situation in Africa should be one of
excess supplies or food surpluses looking for an over-
seas market. But this flies in the face of reality. The
situation rather is one of declining per capita production,
not excess supplies.

Droughts have often been blamed for Africa’s agri-
cultural decline. This indeed appears to be the case
for the Sahelian African countries. Senegal’s agricul-
ture has been ravaged by drought in fifteen of the thir-
ty-seven years since independence. In Burkina Faso and
Mali, drought is a perennial problem. But for many
African countries, droughts only exacerbate an already
existing precarious situation. Food production per
person had been declining in many African countries
well before the 1983-85 droughts that wreaked havoc
across the African continent. Furthermore, the agricul-
tural economies of Angola, Chad, Ethiopia, Mozam-
bique, Sudan, Uganda, and Zaire were shattered more
by warfare and internecine strife than by drought.

Furthermore, the lack of access to modern farm-
ing equipment did not hinder African food production,
just as access to modern technology does not guaran-
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tee high farm productivity. In the United States and
Canada, for example, Amish communities prosper
using nineteenth-century farming methods. The basic
resource is the farmer himself. In Africa, it was the ordi-
nary Ghanaian farmer who invented and perfected the
superior heap fermentation method of cocoa produc-
tion while agricultural scientists were developing the
box fermentation method.

The charge is also made that competition from
cash crops hindered the production of foodstuffs. Two
salient facts confute this conclusion.

First, in the 1950s, cash crops posed no threat to
food production. In fact, Africa was exporting both
cash and non-cash crops. Second, if it were true that
cash crops were replacing foodstuff production, then
one should expect to see increasing exports of cash
crops as food production declines. Instead, the record
shows that non-oil export production has been stagnant
since 1970, a period during which the export volumes
of all developing countries more than trebled. Export
production has, in fact, declined in tandem with the
decline in the production of food crops.

Nor do hostile world market conditions offer any
credible explanatory power. Black Africa has not faced
more adverse global conditions than other developing
regions. According to a study by Charles Humphreys
and William Jaeger, “Since 1975, Africa’s non-oil com-
modity terms of trade have declined only half as much
as those for all exports of primary commodities.”!?

This is not to minimize the impact of negative
external factors, which can be severe. The point is that
other developing countries faced worse situations but
have been better able to adjust than the countries of
Sub-Saharan Africa.

There has been a general tendency, on the part of
African leaders, to overplay the external factors, per-
haps to provide justification for more food aid or to shift
responsibility away from their own failed policies. If the
agricultural sector were on a strong basis to begin with,
it would have recovered quickly from an externally
induced shock. What, then, caused Africa’s agricultural
crisis? A combination of vicious internal factors: civil
wars, state interventionism, and wrong-headed policies.

Agricultural performance cannot be analyzed in a
vacuum but must be studied within the context of its
sociopolitical setting. For sociopolitical reasons, Afri-
can leaders generally neglected agriculture. When its
importance was belatedly recognized, again sociopolit-
ical factors conditioned or influenced the type of agri-
cultural policy choices that African leaders made. Such
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was the case in Niger until the late 1980s.

Heretofore, misguided government policies—
ostensibly taken to help farmers—aggravated their
plight and misery. From colonial times to the late 1990s,
all trees in Niger were the property of the state. This
gave farmers little incentive to protect them. Trees
were chopped for firewood or construction without
regard to the environmental consequences. There
were not enough government foresters to police the
country and make sure the trees were properly man-
aged. The results were soil erosion, increasing desert-
ification, poor agricultural yields, and worsening pov-
erty—illustrating the perils of state ownership (7 /e New
York Times, February 11, 2007). Some sort of “green
revolution” was achieved in the late 1980s when private
ownership was allowed. As The New York Times report
states,

Over time, farmers began to regard the trees in their fields
as their property, and in recent years the government has
recognized the benefits of that outlook by allowing indi-
viduals to own trees. Farmers make money from the trees
by selling branches, pods, fruit, and bark. Because those
sales are more lucrative over time than simply chopping
down the tree for firewood, the farmers preserve them.

The greening began in the mid-1980s. . . . Mahamane
Larwanou, a forestry expert at the University of Niamey in
Niger's capital, said the regrowth of trees had transformed
rural life in Niger.

“The benefits are so many it is really astonishing,” Dr.
Larwanou said. “The farmers can sell the branches for
money. They can feed the pods as fodder to their animals.
They can sell or eat the leaves. They can sell and eat the
fruits. Trees are so valuable to farmers, so they protect
them.” ...

A market in Droum is bountiful, thanks to increased
crop yields, largely because newly planted trees have
helped retain the soil and water. . . .

They also have extraordinary ecological benefits. The
roots fix the soil in place, preventing it from being car-
ried off with the fierce Sahelian winds and preserving ara-
ble land. The roots also help hold water in the ground,
rather than letting it run off across rocky, barren fields
into gullies where it floods villages and destroys crops.

One tree in particular, the Faidherbia albida, known
locally as the gao tree, is particularly essential. It is a nitro-
gen-fixing tree, which helps fertilize the soil.

Its leaves fall off during the rainy season, which means
it does not compete with crops for water, sun, or nutrients
during the growing period. The leaves themselves become
organic fertilizer when they fall.

“This tree is perfectly adapted for farming in the Sahel,”
said Dr. Larwanou. “Yet it had all but disappeared from
the region” [under the old regime of state ownership].
(p. A1 and A6)

Often, outsiders compounded the problem of mis-
guided government policies by failing to recognize the
importance of these sociopolitical factors and tended
to view the agricultural problem merely in terms of
technological transfer and of increasing such inputs as
tractors, fertilizers, etc. Even when the sociopolitical
factors were recognized by outsiders, the tendency was
to minimize their importance. Many foreign agencies
and consultancies arrogantly assumed that traditional
African ways of farming were useless and Western
methods were invariably superior. As The Economist
(September 7, 1996; 44) observed:

In the Sahel, the FAO bullied farmers into growing pota-
toes. They produced a bumper crop, which then rotted
unsold in city markets where potatoes looked as exotic
as bush rats or kinkilaba would in a western supermar-
ket. The foreign foresters who persuaded West Africans
to clear their acacias and plant non-indigenous trees also
ended up apologizing. Within a few years it had become
obvious that the native acacias were vastly more suitable
than the imported substitutes. They needed less water and
less attention and, crucially, sprouted leaves for goats and
sheep to browse on during the dry season.

Then there was the fisheries project, which Norwe-
gian experts developed for the Turkana tribesmen at
Lake Rudolf (now Lake Turkana). After the project was
completed it was discovered that the Turkana people do
not fish but raise goats and cows. As a further embar-
rassment, the cost of freezing the fish far exceeded the
price they fetched in the markets (Whitaker 1988, 194).

When starvation became a threat and the impor-
tance of agricultural development was finally recog-
nized, palpable confusion reigned, not only among
African leaders but also among the international lend-
ing and food aid agencies about the kind of strategies
to adopt to combat the hunger. While the World Bank
and the International Development Agency (IDA) were
lending millions to African governments for the pur-
chase of tractors, fertilizers, pesticides, etc., a 1981
report by the Food and Agriculture Organization
(FAO) about the crop-bearing potential of African soils
maintained that Africa could feed itself without the
use of these aids.

The interminable argument over who was to blame
is futile. The primary responsibility for choosing be-
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tween “bad” and “good” projects rested with Afri-
can leaders and elites. But their own predisposition
made them vulnerable to foreign misjudgment. Recall
that the elites were imbued with a peculiar mentality
(“religion of development”) that held the peasantry
in contempt and frowned upon the traditional ways
of doing things, including farming. Agriculture was an
inferior form of occupation. Industrialization was all
the rage. Agriculture also reminded the elites of their
colonial status as suppliers of agricultural raw materi-
als. Furthermore, in the African countries themselves,
there was great confusion and inefliciency in attempts
to solve the food crisis. While some countries were
pursuing collective agriculture, others were adopting
integrated rural development (IRD) strategies. Again,
sociopolitical factors influenced the choice of the strat-
egy. The results, however, have nowhere been impres-
sive in black Africa.

After independence, many African leaders adopted
socialism as their guiding ideology and applied the
same ideology to agriculture. But the socialization of
agriculture—just like the other socialist experiments
in industry and trade—failed miserably. We shall now
look more closely at Ghana’s agricultural crisis.

H. Ghana's Agricultural Crisis

When Nkrumah launched Ghana on the road to Afri-
can socialism in the 1960s, he, like many African lead-
ers, paid only lip service to peasant agriculture. The
peasants, the chiefs, and the indigenous sector gener-
ally did not fit into the religion of development nor into
the grandiose plans Nkrumah drew up to industrialize
Ghana. His “Seven Year Development Plan” (1963—
69), for example, devoted only two paragraphs to the
agricultural sector, and the 1965 foreign exchange
budget allocated a mere $2 million to agriculture,
compared to $114 million for manufacturing and $312
million for imports.

When Nkrumah eventually recognized the immense
contribution that agriculture could make to the coun-
try’s economic development, he took his socialist pro-
gram of state participation to that sector as well. Col-
lective agriculture was envisaged. But the indigenous
agricultural sector was skirted in a somewhat dysfunc-
tional comprehension of the logistics of local food
production. Nkrumah believed that he could not rely
on peasant farmers for a rapid agricultural revolution
because they were “too slow to adapt or change their
practices to modern mechanized scientific methods”
(Uphoft 1970, 602). Nkrumah saw mechanization and
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socialization as the quickest way to achieve an agricul-
tural transformation.

Accordingly, for Ghana’s agricultural development,
Nkrumah set up state farms, and mechanization was
to be the guiding principle. The state farms were to
use “modern” and “scientific” techniques and serve as
models to the “illiterate” and “primitive” peasant farm-
ers who produce the bulk of Africa’s food. The State
Farms Corporation and its ancillary organizations—
Workers’ Brigade and Young Farmers’ League—were
assigned the major task of creating “a complete revolu-
tion in agriculture on our continent (and) a total break
with primitive methods and organization and with the
colonial past” (Nkrumah 1963, 27). The State Farms
Corporation was to be a model of collective agricul-
ture; the Workers’ Brigade was to run settlement farms;
Young Farmers were to be taught mechanized and
scientific agriculture; and a Food Marketing Board was
created to fix maximum prices for all foodstuffs and
to improve the efficiency of the distribution sys-
tem. After its establishment in 1962, the State Farms
Corporation expanded its operations rapidly. But
in less than five years, the State Farm experiment
of collectivized agriculture had turned into a hopeless
disaster.

Despite having the expertise of many of the Minis-
try of Agriculture’s professional officers, ready access to
capital and technical know how, favorable allocation of
import licenses, and above all, government support, the
State Farms achieved lower yields and smaller output
per man than their “illiterate” peasant counterparts.

In 1964, the State Farm Corporation was cultivat-
ing only 3.3 acres per worker, compared to 5.1 acres
per person in small scale peasant farming. The acreage
per worker was 1.5 in the case of the Workers’ Brigade
and only 0.9 for the co-operative farms managed by
the United Ghana Farmers’ Cooperative Council. In
1963—65 the State Farms absorbed 19.8 million cedis
(87.92 million) in subventions (Killick 1978, 193). By
the end of 1963, the State Farm Corporation had
accumulated a net deficit of 17.25 million cedis after
only three years of operation (Levine 1975, 34).

Four years after Nkrumah’s socialist fiasco, the
situation had not changed much. The 1970 Agricul-
tural Census showed that, although cultivated acre-
age per person had fallen on both state and peasant
farms, acreage of the State Farms (2.7 per worker) still
lagged behind the peasant acreage of 3.6 per worker
(Killick 1978, 193). The failure of the State Farms
was even recognized in official circles. The Abrahams



MARKET INTERVENTIONISM

Report (1965) noted that “the State Farms Corpora-
tion has not produced food stuffs in sufficient quan-
tities to justify their capital and current investment”
(p- 23). The conclusion of the World Bank mission,
which stayed in Ghana toward the end of 1965, was
that neither the State Farms nor the Worker’s Brigade
had had success in achieving either its aim of signifi-
cantly improving agricultural production or of attain-
ing financial self-sufficiency. Indications are that work-
ers of both agencies produce little more, if as much,
as they and their families consume and that if engaged
in traditional agriculture they would produce signifi-
cantly greater quantities of farm produce at a much
lower cost (cited in Killick 1978, 194).

By 1971, only a quarter of the total State Farm
acreage was under cultivation and the corporation in
the field of food farming seemed to have had a neg-
ative impact on peasant food production. There is
evidence to suggest that the peasant farmers “looked
upon the State Farms with anxiety” because the corpo-
ration “was unceasingly backed by taxpayers’ money”;
“feeling that their days are numbered,” the traditional
farmers had begun to “cut down on the scale of their
farming” (Abrahams Report, 1965; 23).

The tragedy of Ghana’s agricultural development
was that successive governments after Nkrumah con-
tinued the scandalous State Farms and price control
system. In 1970, for example, when peasant farmers
with primitive tools were producing 0.49 tons of rice
per acre, the State Farms were producing only 0.13
tons per acre (Killick 1978, 229). In 1981, the Limann
government reorganized the State Farms into the
Ghana National Reconstruction Corps (GNRC), but
the results were the same. In 1983, peasant farmers
were still producing 0.49 tons of rice per acre while
the State Farms managed to produce a mere 0.13 tons
per acre. Out of the $71 million voted for those State
Farms in 1981, only $751,000 was recovered (Daily
Graphic, July 21, 1981; 5). In one specific case, $720,000
was spent to house workers at a Ghanaian-German
settlement project, but the farm earned only $95,216
from the sale of crops in the 1972-73 season (Daily
Graphic, August 21, 1973; 11).

Notice that the $720,000 was spent on housing
alone. Add to this the wages of the workers and manag-
ers, cost of equipment and land preparation, etc., and
the loss becomes greater. By December 1982, the total
number of State Farms established was seventy-nine,
and only thirty-seven were either actively or partially
operating. Their collective debt stood at over $158 mil-

lion (Daily Graphic, December 22, 1982; 8).

The story of the Okumaning oil plantation, a State
Farm, is pathetic. The Okumaning State Farms was
established in 1975 with a capital of $24 million and
a 2,000-acre palm nut plantation. Out of that acreage,
only 23 acres were maintained by February 1982; the
rest of the palm trees were overgrown with weeds and
secondary forest. The staff at Okumaning farm was
over five hundred. Total gross revenue generated by
the farm over an entire four-year period was $34,000!
Ripe fruit on the oil palm trees was left to rot at a time
when Ghana had to import 57 percent of its national
palm oil requirement from Benin (Daily Graphic, Feb-
ruary 15, 1982, 5; November 12, 1982, 1; and Novem-
ber 20, 1982, 2).

It may be recalled that the state farms in the Nkru-
mah era accumulated a deficit of about $18 million after
three years of operation. But the GNRC accumulated
a deficit of about $81 million in just one year! Despite
this, Parliament, on August 20, 1981, approved another
whopping sum of $54.4 million for the same GNNRC
after rejecting an amendment calling for a reduction
in the corps expenditure by $40 million (Daily Graphuc,
August 21, 1981; 8). It was clear, even by 1982, that the
entire agricultural revolution in Ghana was an unmiti-
gated disaster, as shown in Table 3.1.

It can be seen from Table 3.1 that, in 1982, the pro-
duction of local food crops was, in many cases, less than
half of what it had been in 1970. For example, produc-
tion of plantain, a Ghanaian staple, was 745,000 tons;
a substantial decline from the 1,644,000 tons produced
in 1970.

In 1981, Ghanaian Vice President Dr. Joseph W. S.
de Graft Johnson announced with much fanfare that

Table 3.1: Production of Important Crops

(Thousand Tons)
Item 1970 1982

1 Cereal (Total).......... 8575 ....... 543
Maize ............... 4816 ....... 346
Rice................. 488 ........ 36
Millet. . .............. 1412 ....... 76
GuineaCorn.......... 1859 ....... 85

2 Starchy Staples (Totals) 6,077.20... .. 4431
Cassava.............. 2,387.80..... 2470
Cocoyam............. 1,136.00..... 628
Yam. ..ot 9094 ....... 588
Plantain.............. 1,644.00. . ... 745

Source: Manstry of Agriculture, Government of Ghana: Accra—
Quarterly Dugest of Statistics, September 1982, 74.
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the short-term crash agricultural program launched by
the government was being embraced enthusiastically:
‘A great many people responded positively to the call
to go back to the land and have already started to think
food” (Daily Graphic, October 17, 1981; 1). But even
the state-owned newspaper, the Daily Graphic, saw the
“success” of the cash program differently. In a cynical
editorial, “Thinking Food Indeed,” the paper wrote:

We must admit that the government deserves commen-
dation for the zeal with which it attempted to tackle the
problem and the subsequent importation of agricul-
tural inputs and equipment, notably fertilizers, tractors,
harvesters, and cutlasses. We cannot however admit, or
agree that there has been “a judicious use of these scarce
resources.”

To start with all the cutlasses that were imported were
the wrong type and had to be altered by local blacksmiths
before they could be used. The scarce foreign exchange
could have been used in importing raw materials for the
local market factories, which would have produced the
right types from the beginning. Apart from its resource
and time saving, it would also have created employment
for idle labor and machinery.

Fertilizers were imported in good quantity and on
schedule but we are all aware of the ordeal that it went
through at the port. And even the “Fertilizer Evacuation
Committee” that the President set up, could not, in con-
junction with the ministry of agriculture, supply the input
on time.

Tractors were imported alright, probably the greatest
number in any financial year. But when these are found
carting produce and human beings in the cities we cer-
tainly cannot be made to agree that this is a “judicious
use.”

The situation is still grave indeed as food shortage per-
sists and food prices keep rising at incredible rates. (Daily
Graphic, October 19, 1981; 2)

For much of the 1980s, Ghana therefore had to
import maize from Mozambique—a war-torn country!
“Ghana spends at least 72 million cedis annually on the
importation of maize,” said Ashanti Regional Secre-
tary Mr. Kwame Kessie (West Africa, August 23, 1982;
2188). For much of the 1980s, Ghana’s total imports of
food stood at 200 million cedis ($85 million) annually
(West Africa, February 7, 1983; 370). In the 1990s, the
food supply situation deteriorated further with Ghana
importing $100 million on one commodity (rice) in
1999 alone.

As we saw above, by 2014, Ghana had to spend
$200 million importing sugar; $190 million importing
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poultry; and hundreds of millions of dollars importing
fish.

I. Other African Countries

Elsewhere in Africa, only lip service was paid to agri-
culture. Even though agriculture accounts for the live-
lihood of more than 70 percent of the population in
Zambia and Zimbabwe and for 13 to 18 percent of the
GDP, it only receives 6 to 9 percent of the budget in
the respective countries. Agricultural research in Africa
has generally dwindled due to underfunding. Research
into peasant agriculture has generally been nonexistent
since the focus has been placed on technologies suit-
able for adoption by large and medium-scale farmers.
Nigeria allocated only 6.5 percent of federal spend-
ing to agriculture, and in Benin’s Ten Year Develop-
ment Plan (1980-90) only 5.8 percent of total planned
expenditures was earmarked for agriculture, contrast-
ing with the 10 percent allocated to agriculture in the
Third World.

In Mozambique, “the FRELIMO party neglected
the countryside in favor of the industrial urban areas
and large scale state farms and plantations. However,
this failed to consolidate its control of the country and
to reconstruct the economy” (Libby 1987, 224). Predict-
ably, the output of cashew nuts declined from 216,000
tons in 1973 (pre-independence year) to 76,000 tons in
1977 (post-independence year); sugar declined from
383,000 tons in 1973 to an estimated 166,000 tons
in 1978; and tea production fell from 18,700 tons in
1973 to 14,000 tons in 1978. Mozambique’s only other
major cash crop for export—cotton—also underwent
significant decline in production. For example, cotton
(lint) fell from 46,000 metric tons in 1974 to 20,000 tons
in 1981 (Libby 1987, 220).

Food production in Mozambique, as in Ghana, also
declined seriously. Cereals fell from 801,000 metric
tons in 1974 to 478,000 tons in 1980; rice from 120,000
metric tons to 70,000 tons; and maize from 450,000
tons to 250,000 tons for the same period. There was
a serious food shortage in Mozambique, as these
figures attest. It is tempting to attribute the decline in
food production to the ongoing civil war. But the war
merely exacerbated the effects of disastrous policies
of statism. Ghana had no civil war, but its state farms
could not feed its people.

In Ethiopia, Comrade Mengistu Haile Mariam
overthrew Emperor Haile Selassie in 1974 and assum-
ed power. In March 1975, Mengistu nationalized all
land under the Land Reform Act. He issued a govern-
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ment edict, Proclamation No. 31, which created
Peasant Associations (PAs), to be composed of local
farmers who elected their own leaders and had power
over security, economic policy, and land redistribu-
tion within their communities. But the PAs quickly
lost their autonomy and became organs of the state.
Peasant farmers were forced to attend seminars orga-
nized by the Ministry of Agriculture, many of which
included the political teachings of Marxist ideology
the peasants did not understand. His regime, known
as the Dergue, also took over most of Ethiopia’s mining
operations, commercial farming, banking, insurance,
utilities, construction, road transport, and other indus-
tries.

He established the Agricultural Marketing Corpo-
ration (AMC) to control agricultural development and
food distribution, requiring farmers to sell most of their
produce to the AMC, which in turn resold their goods
to urban associations, the army, and to state enter-
prises. AMC quickly became a tool to fleece the peasant
farmers and transfer resources to the state. Prices paid
by AMC were far below the free-market ones. As the
following table shows, peasant farmers generally
received less than 30 percent of the free-market prices
for their produce.

GRAIN AMC Farm-  AMC Selling  Free-Market
Gate Price Price Average Price

TEFF

White 48.00....... 69.55........ 124.83

Mixed 41.00....... 61.90........ 112.00

Red 37.00....... 5755........ 93.67

WHEAT

White 36.00....... 57.55........ 110.60

Mixed 32.00....... 53.15........ 74.00

Black 31.00....... 5210........ 67.83

BARLEY

White 30.00....... 4990........ 115.00

Mixed 28.00....... 47.70........ 63.50

Source: Abraham (1994; 209).

Many peasant farmers, feeling understandably
cheated, began to smuggle their produce into the cit-
ies where they could receive a higher market price. To
discourage this, the AMOC set up checkpoints
along the roads into the cities, which not only
resulted in further production losses, but also accen-
tuated food shortages in the cities by preventing pro-
duce from reaching the needy in the cities.

Mengistu also instituted a villagization and resettle-
ment program in which he proposed moving 34 million
people (roughly 75 percent of the total population of
Ethiopia) into state controlled communes, guarded by
the army—300,000 strong and the largest in Africa.
But the resettlement program was hastily conceived
and poorly planned and executed. Truckloads of
people were simply dumped in a new area without
adequate resources for them to survive. Tens of thou-
sands of people died and many more faced severe
malnutrition because of the resettlement (Habeson
1988, 197).

Villagization was touted as necessary “to move the
population away from areas where the soil was de-
graded to combat the erosion of agricultural land.
In addition, resettlement was to provide new oppor-
tunities to people in areas affected by drought and
to those in highly crowded areas where landholdings
were shrinking.” An Ethiopian government official
asserted: “It is our duty to move the peasants if they
are too stupid to move by themselves” (7ime, August 4,
1986; 32). True, soil erosion and land degradation were
problems. But the measures the Mengistu government
took to solve those problems were more damaging than
the peasants’ alleged “stupidity.”

Dr. Aradom Tedla, former director general of the
Ministry of Law and Justice, pointed out: “The Men-
gistu Government is one that is systematically oppres-
sing religion, denying starving Ethiopians food,
brutally —relocating and ‘villagizing’ millions
of people, and persecuting political suspects through
false trials—which mete out death sentences and long
prison terms indiscriminately.”!*

Even if relocation were truly necessary, conditions
in the government camps were poor and unsanitary
and resulted in the deaths of more than 150,000 Ethio-
pians. Once in the co-operatives, peasants were forced
to walk as far as five miles to and from the fields every
day at gunpoint. They were ordered to turn over all
their produce to the state and to attend indoctrination
seminars that praised the Mengistu government. In
February 1988, when drought victims refused to par-
ticipate in the government resettlement program in the
northern town of Korem, Ethiopian troops opened
fire on thousands, killing at least twenty (Wall Street
Journal, February 12, 1988; 1). These insane policies
totally devastated Ethiopia’s agriculture. Between 1980
and 1985, agricultural production fell 3.4 percent per
year while the population grew at approximately 2.8
percent (Harbeson 1988, 207). Nor were the state
farms able to erase the food deficit. Despite receiving
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85 percent of the agricultural credit available to farm-
ers, the state farms generated only 4-5 percent of the
agricultural production in the country (ibid., 174).

More insidious was the fact that the real goal of
the resettlement program was to eradicate the indig-
enous power bases of the chiefs or traditional rulers
that Mengistu perceived as a threat to his power. Those
who opposed Mengistu were either shot or starved
into submission. Food became a weapon. Villages that
opposed Mengistu were either starved or destroyed. In
1984, while thousands of Ethiopians were starving to
death, Mengistu spent $200 million to celebrate the
tenth anniversary of Soviet imperialism. As children
died, Mengistu and his army were consuming Scotch
whisky, crates of caviar, salmon, lobster, and French
champagne. Ten million dollars were spent to redec-
orate the statues of Marx, Engels, and Lenin in Addis
Ababa, the capital.

After the Dergue was ousted, the Zenawi regime
continued the misguided policy of state ownership of
land. President Meles Zenawi claimed in a BBC inter-
view on “Outlook” (January 17, 2005) that the state
was acting only as a “custodian” and that security of
tenure was more important than outright ownership.
But the statistics did not bear him out. Of the state-
owned land, only 12 percent was farmed by 85 percent
of the farmers. Large plots remained unfarmed, indi-
cating a reluctance to work on state-owned land.

In Tanzania, collectivized agriculture was another
resounding failure. Despite the government’s commit-
ment to agricultural self-reliance, the share of agricul-
ture in development expenditure declined from over
20 percent in the mid-1960s to 10 percent in 1978-79.
Many African governments reportedly devote as little
as 3—5 percent of their budgets to agriculture (Chazan
et al. 1992, 264). On November 6, 1973, President
Julius Nyerere of Tanzania declared, “to live in villages
is an order.” Accordingly, massive operations were
launched that moved millions of peasants to new but
scarcely suitable village sites with extensive destruc-
tion of property and with some use of force. Toward
the end of the operation, there were 7,373 registered
villages with a total population of 13,506,044 people.

The basis of the “villagization” (or Ujamaa) concept
was to concentrate the peasantry in administratively
and politically accessible units in order to implement
a number of programs and measures aimed at raising
the productivity of labor in household agriculture. The
prototype of such programs was the National Maize
Project (NMP), which was launched in 1975. It even-
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tually covered a thousand selected villages, providing
them with packages of improved seeds and fertilizers,
management and supervision, and expanded storage
facilities. Four years later, the NMP was absorbed into
a new National Food Credit Program administered
by the Tanzania Rural Development Bank. As New
African Yearbook, 1993-94, explained:

Though the theory of villagization sounded right on
paper and was widely praised by development econo-
mists, it turned out to be an unmitigated disaster in prac-
tice. Despite the huge cultivable land area, the large labor
force, and the wide variety of crops that could be grown,
production of most crops showed a steady decline from
1978 when the first effects of villagization should have
been making themselves felt. Output of food crops rose
by only 2.1 percent between 1970 and 1982, well below
the population growth of 3.5 percent. (p. 373)

Unfortunately, the other African countries that did
not follow a socialist path fared no better. Nigeria, for
example, chose to rely much less on the state. Before
it gained its independence in1960, Nigeria was self-suf-
ficient in food and a net exporter of palm oil. It made
no serious effort at increasing food production, how-
ever, devoting only 6 percent of federal spending to
agriculture until 1973, when the National Accelerated
Food Production Project (NAFPP) was launched.

Almost all land in Nigeria is owned by the state.
Farmers must lease it, and thus cannot use it as col-
lateral for bank loans; all transactions involving land
requires the approval of the state governor. When
President Shagari came into office in 1979, he declared
the “Green Revolution” the main priority of his
administration and ultimately directed the program
himself. About 15 percent of the Fourth National
Development Plan was allocated to agriculture. The
basic thrust of Nigeria’s agricultural strategy, under
both NAFPP and the Fourth Plan, was to turn to
its small-scale farmers to increase food production.
Although the strategy made sense, Nigeria was not
immune to policy mistakes and blunders.

The program envisaged providing small scale farm-
ers with high yielding varieties of seeds, tractors, fertil-
1zers, insecticides, and other equipment at subsidized
prices. Under the NAFPP, for example, farmers were
to pay half the cost of machinery over a three-year
period. The Fourth National Plan expanded this basic
service program. Despite the huge investment, the agri-
cultural revolution failed. Food production per capita
fell an average of 2.5 percent a year from 1960 to 1982.
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During the 1970s oil boom, agriculture fell into
dismal neglect. Many farmers rushed to the urban
areas to cash in on the new jobs and opportunities.
Increasingly, Nigeria turned to imports to feed its popu-
lation. By 1980, food production had tumbled by nearly
10 percent and food imports represented 15 percent
of all imports. Even cocoa production was affected,
plummeting from 330,000 tons annually to 165,000
tons in 1980.

The Babangida administration reshaped agricul-
tural strategy by placing more emphasis on rural devel-
opment. The Directorate for Food, Roads, and Rural
Infrastructure was created in 1986 for the purpose
of boosting food production. But it failed because
“many projects were conceived, designed, and exe-
cuted without consulting the local communities that
[they] are supposed to benefit” (West Africa, July 20,
1987; 1384). Policy blunders aggravated the crisis as
well. The Economist (August 21, 1993) provided one such
example:

The story of wheat is a victory of political folly over com-
mon sense. General Babangida slapped a ban on wheat
imports in 1987. This was supposed to be a freeze to
encourage domestic farmers and bakers. There was only
one snag: Nigeria has the wrong climate. The only wheat
it can grow does not bake into decent bread. The result:
bread prices soared; smuggling from French bakeries
in Benin flourished; Nigerian millers and bakeries went
bust; and states exaggerated the size of their modest
wheat crops to get bigger fertilizer subsidies. In December
1992, the government finally recognized the folly, lifted
the ban, and bread prices dropped. (Survey, 10)15

For much of the 1990s, Nigeria’s agricultural sec-
tor continued to be plagued by high labor costs, credit
scarcity, corruption, and deteriorating infrastructure.
Fertilizer, the main agricultural input, is often in chronic
shortage due to diversion of the stock to unknown
destinations by management and distributors of the
National Fertilizer Company (NAFCON). So serious
was feed shortage that “about 20 percent of poultry
farmers packed up in 1994 and a further 40 percent of
those who survived did so the following year” (African
Business, November 1996; 24).

Unable to feed itself, Nigeria gave up and turned
to imports. By 2004, the country was spending $3 bil-
lion a year on food imports—including rice, chickens,
and dairy products (7 he Washington Times, July 18, 2004;
A6). To help feed the nation, in July 2004, President
Olusegun Obasanjo invited about two hundred white
farmers from Zimbabwe, whose farmlands had been

violently seized by the Mugabe regime, to resettle in
Kwara state.

Senegal also followed this strategy of turning to the
peasant farmers, rather than to the state, to produce
food. But as in Nigeria, the system failed because the
state still maintained control over every facet of input
supply. “Peasants said ONCAD (the state monopoly
peanut buying agency) distributed poor seeds, unless
bribed, under-weighed crops, and generally ‘creamed’
farmers’ profits” (West Africa, March 3, 1986; 486).

Until 1974, Zaire (now the Democratic Republic
of Congo) was in a fairly good economic shape. But
after that year, more and more of the country’s invest-
ible resources were allocated by the state to the modern
sector (mining, manufacturing, and services), benefit-
ing mostly the urban centers. By 1974, Zaire’s popu-
lation had doubled since independence in 1960, and
the urban population had quadrupled. But agricultural
production persistently stagnated and remained below
the output in 1974 as Table 3.2 (below) indicates.

The agricultural sector has been shrinking in real
terms and in relation to the economy as a whole.
“Hence, while the country was once self-sufficient in
food production and indeed was a major exporter of
agricultural produce, it has become a major importer
of foodstuffs. Hunger and malnutrition have now
become widespread” (Libby 1987, 276).

Table 3.2: Volume Indices of Agricultural Output

(1970 =100)
1972 1974 1976 1977

Coffee 1185 ..116....88..... 162.1 ..95.8
Cotton Fibers 106.2...96.5 ...95.3 ...66.7 ...58.5

Palm Oil 973 ...854...85..... 754 ...615

Manioc 83.6 ...111.9..1194 ..122.2 . .1245
Maize 150....177.7 ..138.9 ..142.2 . .144.4
Rice 111.1 ..166.7 ..150....152.2 . .153.3
Sugar Cane 109.6...140....148.9 ..113.6 ..134.3

Source: Kinshasa, Laire: Bank of Zaire, Ministry of Planning
and World Bank Mission (1979) estimates.

J. Reasons for the Failure of

Africa’s Agriculture

Many factors account for the failure of the agricultural
revolution in Africa. According to the Comprehensive
Africa Agriculture Development Program (CAADP),
embedded in New Economic Partnership for African
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Development (NEPAD), the reasons for Africa’s agri-
cultural stagnation are: “continuing dependence on
uncertain rainfall, nutritional deficiencies in Africa’s
soils, small and dispersed domestic markets, the insta-
bility and decline of world prices for African agricul-
tural exports, the small size of most farms, farmers’
frequent lack of organization, the lack of rural roads,
neglect of the particular needs of women farmers (who
produce most of the continent’s food), and the spread
of HIV/AIDS [and the inability of prices to adjust
upward]” (Africa Recovery, January 2004; 13).

We shall focus on three broad reasons—ignoring
for the moment other factors like administrative inept-
itude, corruption, financial problems, and HIV/AIDS.
The first was the emphasis on mechanization; the
second was the socialist ideology itself; and the third
was the neglect—and often the downright denigration
and exploitation of—peasant farmers. Little was done
to assist the peasant farmers by providing them with
improved infrastructure: feeder roads, tap-borne water,
rural electricity, extension services, health clinics, etc.
Instead, they were portrayed as “enemies” and perse-
cuted under a myriad of government dicta, controls,
and regulations.

The emphasis on “modern,” “scientific” techniques
and mechanization was particularly misguided and was
yet more evidence of the preoccupation with the signs
of modernity (religion of development). Mechanized
agriculture was seen as a sign of progress, and African
leaders who pursued mechanization did so with total
disregard for experience and rationality. Considerable
evidence had already accumulated that mechanization
in Africa was generally unsuccessful (Dumont 1966,
56-39).

The obtrusive obsession with modern machinery
by Ghanaian authorities was baffling. It makes no
economic sense to import a tractor stripped down (no
attachments), at a cost of $25,000 to work on a five-
acre farm in a country with surplus or redundant labor.
To be effectively utilized, a tractor requires a farm
size of at least a hundred acres per worker. Nowhere
in black Africa does the average farm size, including
the state farms, even approach fifty acres per worker.
(The State Farms in Ghana were cultivating only 3.3
acres per worker as compared to an acreage of 5.1
acres per person in small-scale peasant farming,) Black
Africa is not yet ready for large-scale mechanization
of agriculture. A child learns how to crawl first
before he walks and runs. One cannot jump from
simple agricultural implements like hoes and cutlasses
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to tractors and combine harvesters. Neither can one
jump from a dugout canoe to a fishing trawler. But
black Africa is a place where people are trying to fly
when they haven’t even learned how to walk.

Indeed, functionally illiterate Ghanaian officials
advocated mechanization with total disregard for
past experience. An attempt at mechanized farming
in Northern Ghana in the 1950s proved an expensive
failure and caused one official to conclude that “the
fundamental lesson is, without doubt, that new ways
cannot at present compete with traditional methods of
agriculture as practiced in that region” (Agricultural
Development Corporation Report 1957; 9). Also in
the 1930s, the United Africa CGompany (UAC) found
that their attempts to grow cocoa on a plantation basis
could not compete with the traditional farming of this
crop (Killick 1978, 210n). Elsewhere in Africa consid-
erable evidence was accumulating that mechanization
was generally unsuccessful; the failure of the famous
“groundnut scheme” in Tanzania may be recalled.

Nevertheless, mechanization was the policy; by 1966
the total number of tractors in the country was nearly
4,000, but the rate of utilization was only 20 percent
(ibid., 172). Yet, the mentality persisted. Emblazoned
on the front page of the state-owned paper was the cap-
tion: “183 Tractors Arrive—The Ministry of Agricul-
ture has taken delivery of 183 tractors and 30 combine
harvesters. There are other farming inputs waiting to
be cleared from the port” (The Daily Graphic, Septem-
ber 19, 1980; 1). Strange, how a poor country made
increased production of food dependent upon the very
inputs—tractors—that it did not produce. Most of the
tractors imported into Ghana in the 1980s worked for
a few months, broke down, and were abandoned to rust
in the countryside.

The second general reason for the failure of collec-
tive agriculture was the socialist ideology itself. Many
African leaders, especially Kwame Nkrumah and
Julius Nyerere of Tanzania, mistook the communalism
of African tribal life—strong kinship ties and par-
ticipation in local affairs in village meetings—as evi-
dence that Africa was ready for socialism. They were
dead wrong. One can be socialistic or communalistic
without necessarily being a socialist or a communist—
an important distinction African leaders failed to
make. If socialism is an alien economic ideology then
socialized agriculture cannot succeed in Africa.

The third, and perhaps the most important, reason
for the failure of collective agriculture was the neglect
and downright denigration of peasant traditional
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farmers. These farmers would have responded to the
call to increase output had they been given the right
incentives. As Time (June 6, 1986) put it:

By and large, African peasants are capable farmers. The
problem is that . . . African states provide little incentive
to grow more food. The state-set prices are kept low to
please city residents, but in many areas they are not high
enough to pay farmers for the cost of production. Unable
to make a living on the land, farmers join the exodus to
the cities, compounding the hunger problem. (p. 37)

Wharton (1966) also offered this view:

Peasant and subsistence farmers are indeed “economic
men” who respond positively and negatively as quickly
as the most commercialized farmers in the modern
world. The evidence is quite clear that the subsistence
man is fully responsive to the opportunity for a larger
income (higher gain beyond costs and efforts spent)
as the next man. Such responsiveness takes a variety
of forms ranging from the introduction of new crops
to the adoption of new practices, even those at odds with
existing cultural methods. (p. 264)

And even the World Bank acknowledged as far
back as 1982 in its World Development Report that: “Small
farmers can be highly productive, typically producing
more from each acre than large farmers do, despite the
often considerable disadvantages of their limited access
to services, markets, and production inputs such as
tertilizer” (West Africa, August 23, 1982; 2147).

The bulk of Ghana’s local foodstuffs is produced by
peasant farmers who account for about 95 percent of
the total farming production. The rest of the operations
in the agricultural sector is in the hands of medium-
and large-scale private individuals, commercial firms,
public corporations, and co-operatives. These, how-
ever, are not significant; in 1974, for example, the com-
mercial firms and public corporations accounted for
less than 10 percent of the total food production. Yet,
Ghanaian governments have generally viewed peasant
agriculture as too “backward” and the techniques of
production as too “primitive,” to care about. Industri-
alization was more prestigious. But there were political
and ideological reasons to shun peasant farmers as well.

Nkrumah, for example, felt that assistance to peas-
ant farmers would create a bourgeois class that would
undermine his political power (Fitch and Oppenheimer
1966, 67). Again, Nkrumah was quite explicit about
this: “We would be hampering our advance of social-
1sm if we were to encourage the growth of Ghanaian
private capitalism in our midst” (Killick 1978, 63).

Too many agricultural projects crafted by the elites
failed in Africa because they did not fit into Africa’s
unique socio-cultural environment; and they did not
embrace Africa’s peasant farmers. Back in 1981, the
European Economic Community (EEC) was forthright:
“Many development projects failed in Africa because
they were on too large a scale and were not adapted
to the population and the environment they were sup-
posed to benefit. The projects of most lasting value are
generally those which are simplest and directly benefit
the local community concerned” (West Africa, June 21,
1981; 131).

Some attempts were made to reshape agricultural
strategies to embrace the peasant farmers, but these
state-mandated programs did not live up to expecta-
tions. Examples are the integrated rural development
(IRD) programs that provided seeds, fertilizer, and other
inputs directly to small-scale farmers and sought to
improve the marketing and distribution of agricultural
produce by providing infrastructural facilities (feeder
roads, storage bins, wells, market centers, clinics, etc.).
Such programs were undertaken in Nigeria, Ghana,
Sierra Leone, Burkina Faso, and Benin, to mention
only a few countries. In Nigeria, for example, maize,
cassava, guinea corn (sorghum), and rice farmers were
assisted through co-operatives to receive production
inputs such as tractors, seeds, fertilizers, rice threshers,
irrigation pumps, and processing equipment—all of
which they paid for at half price over three years.

In Burkina Faso and Benin, a novel IRD program
was tried, funded by the World Food Program (WI'P).
Villagers built schools, clinics, dikes, sinking wells, and
boreholes in a community development effort. They
were paid no wages but received free daily food rations
from the WFP. The scheme, introduced in Burkina
Faso in October 1981, involved the distribution over
five years of nearly 35,000 tons of food in 83 million
rations costing over $33 million. In Benin, the scheme
was introduced earlier (in 1975), and since then WIP
has distributed nearly $8 million worth of food.

Unfortunately, the results of the IRD and WFP’s
food for work programs were rather disappointing.
In Ghana, the fertilizer distributed to farmers ended
up being sold “in bowls for between 415 cedis ($5.45)
and 430 cedis ($5.64) a bowl in the Salaga district in
the Northern Region” (Daily Graphic, September 10,
1981; 8). The ordinary African peasant farmer does
not understand tractors or fertilizers. Providing these
inputs, even free of charge, is more likely to confuse
him. He understands donkeys, compost, manure, and
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cutlasses (machetes). Furthermore, the IRD authorities
who dispensed these inputs were too far removed from
the villages to understand the needs of the local farm-
ers. Because the programs were often target oriented,
the authorities were more often concerned with quan-
tities—how many farmers were reached, how many
acres were developed, etc.

Although the WIP food-for-work program was
laudable in its aim, the strategy was misguided with the
potential of undermining its own stated aim of increas-
ing agricultural production. Consider a situation where
community work programs, such as the construction
of small irrigation dams or wells, increased rice
production but rice farmers found it difficult to mar-
ket their rice because of the free food rations. The
second difficulty with WFP related to the fundamen-
tal fact that aid tends to induce dependency. A study
of Burkina Faso’s experience with food aid was quite
revealing:

The use of food aid as an incentive to farmers to parti-
cipate in community development has distorted their
conception of value, long—and short—term, of the work
and has concomitantly undermined the interest that
a farmer usually has in the future of his community.
Often, among the farmers who have received food aid
in the past for participation in community development
projets, the overriding concern is with food aid (when
and just how much of it will be distributed) rather than
with the development work or its effects on their village
or their families. (West Africa, March 1, 1982; 575)

Indeed, the study cited above noted that in two
villages in Burkina Faso, work aimed at reclaiming a
degraded piece of land was abandoned when it was
learned that there would be no more free food. Some
of the problems with agricultural development were
elementary and should have been obvious to govern-
ment officials in Africa.

Increasing agricultural production in Africa should
not be rocket science. First, senseless civil wars destroy
Africa’s agricultural production capacity. Peasants can-
not be producing food when they are fleeing from sav-
age carnage and destruction. Second, the authorities
need to recognize that peasant farmers produce the
bulk (over 90 percent) of Africa’s foodstuffs and about
80 percent of these peasant farmers are women. The
environment in which the peasants find themselves to
a large extent conditions or determines their economic
behavior as well as the size, or the lack thereof, of the
surpluses they generate. The environment the peasants
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face in Africa is composed of two parts: a traditional
environment that delineates their indigenous value sys-
tems, attitudes, and motivations; and a national envi-
ronment created by the government in power. In rel-
ative terms, the traditional environment is of greater
importance since illiterate people tend to go more
by custom and age-old practices than by convoluted
national policies that they may not understand.

One pertinent feature of the peasants’ traditional
system is the large measure of economic and political
freedoms they enjoyed under their traditional chiefs.
These chiefs are closer to the peasants than central
governments seated miles away in capital cities. The
chiefs often understand the needs of peasant farmers,
as well as those of their villages, much better than cen-
tral governments. They also communicate much bet-
ter with the farmers and command more respect from
them than the government does. The British colonial-
ists recognized this fact and used the African chiefs as
intermediaries.

In traditional Africa, corrupt and autocratic chiefs
are rare. Chiefly decisions are usually taken after con-
sultation with an inner circle of elders. In fact, it is this
inner circle of elders that makes decisions for the chief.
A chief’s role, by custom, is not autocratic but part of
a consultative system of government—a fact that many
foreigners, understandably, failed to see. An autocratic
chief in Africa would be quickly removed or aban-
doned by the people. And unlike Fidel Castro of Cuba,
the chief cannot stop anyone from leaving the village.

Under these circumstances, it makes more sense
to have the traditional chiefs, rather than African
governments, play the pivotal role in agricultural devel-
opment, particularly since the chiefs are also the cus-
todians of land. In many African countries, it is one
of the traditional roles of a chief to play an active role
in the village community’s development. In Ghana, for
example, villagers, under the leadership of their chiefs,
provide free “communal labor” to build schools, clinics,
markets, and other village infrastructure. An African
peasant would work for free on a chief’s farm rather
than on a government farm. Furthermore, a peasant
would handle agricultural tools, machinery, or property
belonging to the chief with better care than he would
government property. Property belonging to the chief
is generally regarded as sacred since it forms part of
ancestral wealth. This should not be confused with
“socialized” or collectivized agriculture since the ele-
ment of coercion would be missing. A peasant cannot
be forced to work on a chief’s farm.
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K. Ghana's Experience with Price Controls

Perhaps nothing wrought more damage to Ghana’s
agriculture than price controls. They were introduced
by Nkrumah in 1964 ostensibly to make food “afford-
able” and check rising food prices because of inade-
quate production. We saw the disastrous consequences
of state controls on the price of gasoline with gas lines
in Nigeria. It is often easy and politically expedient to
issue such an edict because it purports to demonstrate
to party supporters that the government or politicians
are “doing something about the high price.” But price
controls create more problems than they solve. They
strangulate the economy, cause serious dislocations
and distortions, and wreak incalculable damage, not to
mention the huge amount of resources they cost both
the government and the people.

Although the strictures on price controls apply to
both Nigeria and Ghana, a separate discussion about
Ghana’s experiment is warranted because of the nature
of the commodity—food. Whereas oil in Nigeria is
produced and refined by a few firms and purchased by
millions of motorists, food, on the other hand, is pro-
duced by millions of peasant farmers and consumed
by almost everybody. Furthermore, food production is
the backbone of peasant economic activity. Therefore,
price controls on food have the potential of wreaking
far more economic and social damage.

In Ghana, price controls and various legislative
instruments quickly became tools for the systematic
exploitation of the peasant farmers. One undeclared
intention was to milk the agricultural sector and trans-
fer resources to the state. Another was to fix the prices
of agricultural produce and render food cheap for the
urban elites—the basis of political support for African
governments. The prices peasants received for their
produce were dictated by governments, not determined
by market forces in accordance with African traditions.
African chiefs do not fix prices. Bargaining over prices
has always been the rule in all village markets.

In Ghana, the Marxist Rawlings regime denounced
indigenous markets, which had been in existence for
centuries, as dens of economic profiteers and sabo-
teurs. It slapped stringent price controls on hundreds
of goods during the 1981-1983 period. Not content
with the commodity shortages occasioned by the price
controls, the regime employed price inspectors and
established Price Control Tribunals to hand down stiff
penalties to violators:

® In June 1980, a magistrate, Mr. Kwadwo Asumadu
Amoah, jailed a forty-three year old petty trader,

Madam Abena Amponsah, for three years at hard
labor for making an illegal profit of $1.50 on six
cakes of “Guardian” soap. The same magistrate
handed down a three year term at hard labor to an
eighteen year old boy who made an illegal profit of
fifty cents on a packet of matches. (Graphic, June 5,
1980; 5)

® The Brong Ahafo Tribunal imposed a 12,000
cedis fine on Grace Lamiere, a popular baker
in Sunyani, for buying a bag of flour above the
controlled price at Gonnorkrom. The Tribunal had
earlier jailed Dora Mensah, also a baker, for six
months and fined her 5,000 cedis for exchanging
cedis on the black market. (Ghanaian Times, June 22,
1982; 8)

®  An Accra trader, Umaro Shaibu, was jailed four
years by the Price Control Tribunal in Accra for
selling a bottle of Sprite soft drink for 7 cedis
instead of 1.50 cedis. (West Africa, February 28,
1983; 576)

® On March 11, 1983, at the Kumasi Central Mar-
ket, a pregnant woman, Yaa Amponsah, had her
eighteen month-old baby flung to the ground and
she herself slapped and kicked by a policeman who
insisted on paying $1 instead $5 for two tubers
of yam. At the same market, another pregnant
woman was dragged on the ground by soldiers for
allegedly selling above the controlled price, causing
her to miscarry the next day. (West Africa, March 20,
1983; 487)

For all their faults, the British colonialists seldom
perpetrated such heinous atrocities against Ghana-
ian peasants. Nor do even “backward” tribal chiefs
use such force against their peasants. How did traders
respond to these inanities?

The brisk trading activities around Accra Central Market
and the Orion Cinema Palace areas have slowed down
considerably, following the coming into effect yesterday
of the government’s price control exercise in the Accra-
Tema metropolitan areas. Most stores in this area did
not open for normal business and only a handful of the
large number of people, who previously sold various
items on the pavements and sidewalks, could be seen.

The few stores which opened for business had almost
empty shelves unlike the situation last week and some
stores had mounted notice boards reading “stock-taking.”
(Daily Graphic, January 18, 1982; 1)

The state-owned Daily Graphic reported that a sec-
tion of market women and traders in Cape Coast
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would not “heed appeals.” It said a market survey there
had shown that traders would rather withdraw their
goods than bring prices down (West Africa, January 25,
1982; 272).

Overland trade along Ghana's southeastern frontier
has declined about 70 percent resulting in sharp fall in
(customs) revenue. Observers attributed the fall in trade
to the withdrawal of women traders in response to the
strict enforcement of prices by the present PNDC govern-
ment. (Daily Graphic, February 5, 1982; 1)

The authorities, in turn, responded by wreaking
destruction “as a warning to traders who had decided
to withdraw their wares instead of reducing prices”
(West Africa, February 1, 1982; 286). “In January
1982, Air Force personnel destroyed over 400 tables
and chairs belonging to traders at Apampam Store
in Takoradi Central Market in a bid to enforce price
controls” (West Africa, February 1, 1982; 286). Further-
more, “In February 1982, the PNDC Secretary for
the Upper Region, Dr. Awdu Tinorgah, ordered
a detachment of the Police Striking Force to enforce
price controls, following the refusal of traders at the
Bolgatanga Market to sell their items at controlled
prices” (West Africa, April 26, 1982; 1170).

Markets were burned down and destroyed at Accra,
Kumasi, Koforidua, and other cities when traders
refused to sell at government dictated prices. In Febru-
ary 1982, “the Tamale Central Market was set ablaze,
causing the destruction of large quantities of foodstufls,
drugs, and imported spare parts. Then John Ndeburge,
the Northern Regional Secretary, set up a five-member
committee of inquiry to investigate the circumstances
leading to the incineration of the market” (West Africa,
March 8, 1982; 684). Imagine deploying air force per-
sonnel and a police striking force to destroy tables and
enforce price controls. Economic lunacy was on the
rampage.

Worse, the little food that there was in Ghana was
being destroyed! When that failed to intimidate the mar-
ket traders, the military government launched house-
to-house searches for goods (West Africa, February 15,
1982; 481). “The Rawlings government also declared
that it would conduct unannounced searches of traders
and stated that if any were found with hoarded goods
they would be taken away to be shot by firing squad”
(Herbst 1993, 26). This defied common sense. And the
results of all these inanities?

Between January 1982 and April 1983, prices of
locally produced goods rose by more than 600 percent.
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The price of a bag of maize, for example, went from
500 cedis in January 1982 to 4,000 cedis in April 1983;
and for nine months, bread disappeared completely
from the markets (West Africa, July 11, 1983; 1597).

Having jailed the traders and destroyed their mar-
kets, the government of Ghana discovered it had to feed
them. But there was no food to feed the food traders
it had jailed for allegedly selling or buying above gov-
ernment fixed prices. Thirty prisoners died in Sunyani
prison for lack of food; thirty-nine inmates died at
another (West Africa, July 15, 1983; 1634). Imagine. For
the economy as a whole, “GNP per capita declined
from $483 in 1979 to $447 in 1981 while by 1983 liv-
ing standards had fallen steadily to some 16 percent
of 1972 levels. The Urban Consumer Price Index
(1977 = 100) averaged 363 in 1980; 800 in 1981; 976
in 1982; and by May 1983 was at 2,222.6” (West Africa,
March 19, 1984; 618).

Instead of looking at inadequate food supplies, the
Rawlings regime organized massive demonstrations to
denounce “imperialists,” “neocolonialists,” and other
imaginary enemies. The Daily Graphic carried cartoons
portraying the United States and Britain as imperial-
ist nations choking Ghana to death. Yet, in the same
newspaper was a report that Ghana had received “500
metric tons of food and comprising sorghum grits and
wheat soy blend from the American Government”
(Daily Graphic, February 17, 1982; 4). There is no excuse
for such economic lunacy. Wouldn’t Ghana have been
better off'if all that time and energy wasted on demon-
strations to denounce imperialism had been spent on
producing more yams or corn to reduce the depen-
dence on food from “imperialist” nations?

Between 1982 and 1983, the government of Ghana
had in its employment more than three hundred price
inspectors and more than twenty price control tribu-
nals. It cost the government a substantial amount of
resources to employ all these people to enforce price
controls—an activity that did not result in even one
extra tuber of yam being produced. The controls exac-
erbated the shortage situation. Wouldn’t it have been
wise, and better for the economy, if all those people
had instead been placed on a farm to produce maize?
As we saw earlier in this chapter, production of local
staples like maize, rice, cassava, and yam in 1982 was
half the level in 1974. Ghana therefore had to import
maize from Mozambique.

I have come down hard on military regimes for their
economically destructive and lunatic policies because
no military dictator has brought lasting prosperity to
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any African country. The rigid enforcement of strin-
gent price controls by a military regime in Ghana effec-
tively destroyed the country’s capacity to feed itself. For
much of the 1980s, Ghana’s total imports of food con-
tinued to soar, reaching 200 million cedis in 1982 (West
Africa, February 7, 1983; 370). The shortages created
by price controls cost the country in other ways as well:
lost output, reduced productivity, and absenteeism in
the civil service. In the 1982-83 period, most civil ser-
vants were away from their desks, chasing after scarce
commodities. Government business remained undone
or took forever. A simple application procedure, for a
passport, for example, took months instead of days.

Worse, price controls ended up making commodi-
ties more expensive to consumers if opportunity and
search costs are factored in, as was done for gasoline
shortages in Nigeria. More perniciously, price controls
worsen the shortage situation over time and breed cor-
ruption. Commodity shortages induce people to hoard,
which exacerbates the shortages. Government officials,
charged with selling the commodity to the public at the
control price, soon “exploit” the situation by diverting
part of the goods to the black market to sell and pocket
the price difference. Ordinary people may use their
political connections to acquire the scarce commodity
at controlled price and sell it on the black market to
make a killing—a practice that was known as kalabule
in Ghana.

All these activities exacted an enormous toll on
the economy. The simple solution to all this waste of
resources is to remove the price controls. In fact, no
African government should ever, ever fix prices. Such
practice was never part of indigenous Africa’s village
market culture. If the price of a commodity is too
high, people should simply shun the product and buy
a substitute. If African governments want more food
produced, they should lift price controls. For example,
in 1981, when Malawi, Somalia, and Zambia lifted
price controls and raised prices paid to farmers, food
production increased. The production of maize dou-
bled in Malawi and by 1983, Malawi was producing
enough maize for export. In Somalia, production of
sorghum increased by almost 50 percent, largely due
to increased prices to farmers. In 1985, when Ghana
finally had the economic wisdom, at the instigation
of the World Bank, to remove price controls, foodstufls
began appearing in the markets. But more still needs to
be done to increase food production since the food situ-
ation in Ghana remains precarious. As the World Bank
noted, “Little was done over the 1983—-1994 decade

to improve the productivity of the main food crops
or to generate dynamic innovation in the small farmer
sector” (World Bank 1995). Improvements in infra-
structure—feeder roads; building markets; electricity,
clean water, etc., in the rural areas—were desperately
needed in the 1990s:

Accessibility to the farm gates is still a problem in spite
of the much trumpeted rural development programs.
Fifty percent of food prices in the urban areas are made
up of transportation costs. Because of the unwillingness
of transport-owners to ply the most impassable roads, the
few that are ready to ply the roads charge exorbitantly,
a cost which is transferred to the consumers in the urban
areas. This in turn has created a situation where the ordi-
nary Ghanaian spends 60 percent of his income on food.
(African Observer, May 29-June 4, 1997; 14)

It was necessary to discuss Ghana’s experience with
price controls in detail for two reasons. First, price con-
trols so destroyed the agricultural base of the country
that decades after the removal of price controls, the
country was still not self-sufficient in food production.
As previously mentioned, in May 2014, Ghana sought
a bailout from the IME, with President Mahama claim-
ing the development funds were necessary to improve
agricultural production. Second, it was necessary to
review this in depth because country after country that
tried Ghana’s insane experiment experienced exactly
the same results. Let’s look at Zimbabwe for example.

L. Zimbabwe

Between 2000 and 2003, Zimbabwe faced a serious
food shortage crisis and more than 11 million people—
over 80 percent of its population—faced hunger and
starvation. Like its erstwhile Marxist counterpart, Com-
rade Haile Marian Mengistu in the 1985 Ethiopian
famine crisis, “the government, for months, denied that
any serious food shortage was on the horizon, even as
evidence mounted. Finally, the finance minister, Simba
Makoni, publicly acknowledged the looming crisis and
began laying the groundwork for an appeal for aid”
(The Washington Times, October 16, 2001, A13).

When the international food donors responded,
the paranoid Mugabe regime began acting strangely.
“We are not hungry. . . . Why foist this food upon us?
We don’t want to be choked. We have enough,” said
Mugabe in May 2004, telling the international food
donors to leave the country. In February 2005, the
Mugabe government backed off forecasts of a bumper
harvest and announced that 1.5 million people were in
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immediate need of food aid, especially in the country’s
drought-stricken southern provinces (Washington Post,
February 12, 2005; A13).

The food shortages stemmed from an unlikely con-
vergence of natural and political factors. Many parts
of the country have suffered from drought, while others
have been buffeted by severe flooding. In addition, vio-
lent land seizure, orchestrated by a government plan to
redistribute much of the land owned by the country’s
small white minority, disrupted food production and
discouraged investment in agriculture. The shortages
sent the prices of staples soaring

In October 2001, President Robert Mugabe
announced that Zimbabwe was abandoning mar-
ket-based economic policies and returning to social-
1st/statist policies. He imposed price controls on basic
foods, warning that they would be strictly enforced, and
that the government would seize firms that shut down,
withheld their goods, or engaged in illegal profiteering,
Mugabe railed: “Let no one on this front expect mercy.
The state will take over any businesses that are closed.
We will reorganize them with workers and, at last, that
socialism we wanted can start again. Those tired of
doing business here can pack up and go” (The Wash-
ington Times, October 16, 2001; A13). The rhetoric was
eerily reminiscent of Ghana lunatic experimentation
with price controls in the Rawlings era.

Mugabe’s government ordered price cuts of 5 per-
cent to 20 percent on corn meal, bread, meat, cook-
ing oil, milk, salt, and soap. Three days later, “Bread,
cooking oil, and margarine were unobtainable across
the country; bread shortages were also experienced in
Harare. A main bakery chain in Harare said the set
prices did not take into account transportation, power,
and other costs; the chain had put 200 of its workers
on shorter working hours as production was cut” (7The
Washington Times, October 16, 2001; A13).

The Mugabe government never learned, believing
that more of the wrong economic medicine would solve
the food shortage crisis. To halt the surging costs of sta-
ples like bread, government imposed more stringent
price controls. The result? “The main effect has been
a decline in supply from producers unwilling to settle
for below-market prices. (7he New York Tumes, Novem-
ber 10, 2001; A7). “Already, some farmers have been
switching to more lucrative crops like soybeans and
the pepper plant, from which paprika is derived. If the
price of corn is held down too much, many more will
abandon it, setting up much bigger shortages next year,
the officials say” (The New York Times, July 18, 2001; A4).
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Instead of looking at their own disastrous agricul-
tural policies, African governments’ instinctive reac-
tion to a looming food shortage crisis is to look for
a conspiracy. In Zimbabwe, President Robert Mug-
abe’s government, “repeatedly accused white farmers
of withholding the staple grain to create false shortages
in retaliation for its drive to seize white-owned farms
for redistribution to landless blacks. 7The Herald (state-
owned) quoted Agriculture Minister Joseph Made
as saying some farmers involved were foreign nationals
whose land had been taken off a list of farms targeted
for compulsory seizure under agreements with their
home countries” (Reuters, January 22, 2002). Accus-
ing them of hoarding, Zimbabwe’s state grain board
(Grain Marketing Board-GMB) impounded more than
36,000 tons of maize from white commercial farmers.
This was almost an exact replay of Ghana’s insane
experimentation with price controls.

Obviously, Zimbabwean farmers would refuse to
sell their grain to the GMB and sell them on the black
market or to brokers outside the country. Indeed, this
was precisely what happened. Zimbabwean farmers
sold their grain across the border to brokers in South
Africa, who in turn sold it to humanitarian relief orga-
nizations such as the World Food Program, which in
turn shipped the Zimbabwean grain back into Zimba-
bwe as food relief aid! According to the state-owned
Zimbabwean paper, 7he Sunday Mal:

The grain shortages that hit Zimbabwe in the past two
years were artificial as grain was exported and later re-im-
ported into Zimbabwe as drought relief. Investigations
show that some of the maize brought into the country as
drought relief had actually originated in the country.

Sources told The Sunday Mail last week that what has
appeared in court following the arrest of farmer and busi-
nessmen Cecil Muderede, who is facing charges of exter-
nalizing grain and foreign currency, is only a tip of the ice-
berg. Muderede is facing charges of defrauding the GMB
on 21 occasions of wheat valued at over $63 million and
undisclosed amounts of maize. He also faces charges of
defrauding Bak Storage of $13 million and of externaliz-
ing foreign currency to the tune of US$1.3 million.

Sources have confirmed that there was massive ex-
ternalization of maize and other products. The result was
the food deficit which hit the country and threatened
its security. There are also reports that some of the
maize brought into Zimbabwe by the World Food Pro-
gram as drought relief was actually Zimbabwean maize
that had been externalized and bought by WFP on the
open market in South Africa. (March 21, 2004)
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Rather than remove the price controls that had cre-
ated the artificial shortages, the government opted to
create more bureaucratic controls:

Greater attention would now be paid to the marketing of
agricultural produce and products. A full position of direc-
tor of marketing had now been established in the Ministry
of Agriculture and approved by the Public Service Com-
mission. The director would operate just like other direc-
tors such as the directors of Veterinary Services, Engineer-
ing, Livestock Production and Development, and AREX.
Dr. Made said his ministry would soon be announcing
the producer prices. Farmers would soon be told the pre-
planting price of wheat and of other crops. (ibid.)

When the situation did not improve, “the govern-
ment limited the purchase and transport of corn meal
by individuals. Roadblocks were set up on main roads,
and Zimbabweans caught carrying more than two
or three of the bags [could] face fines or imprisonment”
(Washington Post, February 12, 2005; A13).

Zimbabwe’s economic situation was deteriorating
rapidly. According to Colin Powell, the US secretary
of state, “reckless government mismanagement and
unchecked corruption have produced annual inflation
rates near 300 percent, unemployment of more than
70 percent and widespread shortages of food, fuel,
and other basic necessities” (The New York Tumes, June
24, 2003; A31). To finance its soaring expenditures,
Mugabe’s government resorted to printing money.
But so severe were commodity shortages that even the
“government ran out of the ink and the special paper
needed to print enough notes to keep pace with infla-
tion, currently 365 percent and rising” (The Economist,
August 2, 2003; 45). When enough ink was found, the
money supply was gunned at an incredible rate of 226
percent in 2004 (The New York Tumes, May 21, 2005;
A7). Eventually the currency collapsed in 2008.

By 2005, Zimbabwe’s economy was already teeter-
ing toward collapse. There were shortages of nearly
everything—from fuel, milk, cooking oil, to even mea-
lie meal, the national staple. “At one downtown grocery,
tubes of much-prized American toothpaste are kept in
a locked case” (The New York Times, May 21, 2005; A7).
The Zimbabwean currency was completely worthless,
taking Z2$20,000 to exchange for one US dollar. The
black market was thriving and rumors of commodity
availability instantly sparked a noisy rush to groceries.
“Then the government sends the police to quell mobs
outside groceries and gas stations, rounding up street
merchants who deal too openly in black market goods

and selling currency at illicit rates” (ibid.).

On May 18, 2005, about 10,000 traders were
arrested in a police operation in the Zimbabwean
capital, Harare. Paramilitary units armed with batons
and riot shields smashed up stalls of street traders as
they targeted the huge informal sector. The official
statement claimed that the raids were aimed at black-
market profiteers who were hoarding commodities.
“Police will leave no stone unturned in their endeavor
to flush out economic saboteurs,” Police Chief Super-
intendent Oliver Mandipaka told the state media (7 /e
New York Times, May 24, 2005; A8). The police chief
said informal business operators had been arrested
and fined for operating without licenses or possess-
ing scarce staple items such as maize meal, sugar, and
petrol intended for resale on the black market. The
police destroyed thirty-four flea markets and netted
some Z$900M (US$100,000) in fines and seized some
72$2.2B of goods. President Mugabe blamed the West
for the nation’s economic crisis (BBC News Africa, May
23, 2005). Nothing was being learned and the same
economic folly kept being repeated. On September 19,
2006, the government imposed price controls on bak-
ers and “bread vanished from store shelves” (1he New
York Tumes, September 26, 2006; A11). By March 2007,
the bread industry was on the verge of total collapse:

Superbake, one of the country’s largest bakers, yesterday
announced that it had closed half of its bakeries and laid
off about 1,500 workers as the impasse over the pricing
of bread claimed its first casualty. National Bakers Associa-
tion (NBA) acting chairman, Vincent Mangoma, yesterday
warned of a total collapse of the industry if the govern-
ment continues to ignore submissions made by the sector.

“Bakeries are closed, they are not manufacturing bread.
There is no way we can remain in business under these
current circumstances,” Mangoma said. (The Financial
Gazette, March 22, 2007)

Desperate, the Mugabe regime resorted to even
more draconian measures. In July 2007, government
inspectors and plainclothes policemen raided shops
and supermarkets to enforce price cuts as shoppers
grabbed up goods in the growing price chaos across the
country. Store managers in the capital, Harare, tried
to limit shoppers to two items, but inspectors yelled at
cashiers to clear the chaotic crowds. Bread and corn-
meal disappeared from most shelves as stores complied
with the order issued by President Robert G. Mugabe
to halve the prices of basic commodities in an attempt
to get a grip on rampant inflation, which reached an
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official rate of 4,500 percent in May, though real infla-
tion was estimated at closer to 9,000 percent. Crowds
fought for sugar, bursting bags open (7he New York
Times, July 3, 2007).

A month after Mugabe’s decree, The New York Times
described the situation thus:

Bread, sugar and cornmeal, staples of every Zimbabwe-
an's diet, have vanished, seized by mobs who denuded
stores like locusts in wheat fields. Meat is virtually non-
existent, even for members of the middle class who have
money to buy it on the black market. Gasoline is nearly
unobtainable. Hospital patients are dying for lack of basic
medical supplies. Power blackouts and water cutoffs are
endemic. Manufacturing has slowed to a crawl because
few businesses can produce goods for less than their
government-imposed sale prices. Raw materials are
drying up because suppliers are being forced to sell to
factories at a loss. Businesses are laying off workers or
reducing their hours. (August 2, 2007; A1)

The precarious food security situation was exac-
erbated by a lingering drought over the 2013-14
period. On May 7, 2015, Minister of Agriculture
Dr. Joseph Made was hauled before Parliament and
grilled by the deteriorating food security. It may
be recalled that Zimbabwe used to be the bread-
basket of the region in the 1970s and *80s. The minister
assured Parliament that Zimbabwe was in the process
of importing 700,000 tonnes of maize to ensure the
country was food secure, and indicated that the coun-
try’s maize production went down by 49 percent.

Some MPs of the ruling ZANU-PF party jumped
in to support the embattled minister. “We are working
to secure grain. We hope that we will be able to develop
our irrigation infrastructure. Furthermore, we encour-
age farmers to grow more drought-resistant varieties,”
said Mayor Justice Wadyajena, Gokwe-Nembudziya
legislator. But as it turned out, it became apparent that
drought had little to do with inadequate maize pro-
duction. The real culprit was state-owned Grain
Marketing Board (GMB), which lamented its own
failure to pay farmers for their grain, a situation that
led to most of them abandoning the crop (Nehandra
Radio, Voice of the People, May 8, 2015, www.radiovop.
com/index.php/national-news/ 12078-parliament-
grills-made-over-food-shortages.html).

In June 2015, the government issued an order to
evict, a seven-day ultimatum slapped on vendors across
the country’s cities and towns that were operating in
areas undesignated by the government. The board
spokesperson, Samuel Wadzai of the National Vendors
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Union of Zimbabwe, addressed this order in a press
conference on May 28: “The National Vendors Union
of Zimbabwe wishes to condemn in the strongest
terms, the cruel, inhuman, and barbaric calls by minis-
ter of Local Government Ignatius Chombo for vendors
operating on the so-called undesignated areas to vacate
the space within seven days.”

It was déja vu all over again—the annoying repe-
tition of the agricultural policy blunders in Ghana.
The wise learn from the mistakes of others while fools
repeat them. Idiots, on the other hand, repeat their
own stupid mistakes.

Conclusion

From the previous chapters, it is apparent that Africa’s
developmobile is kaput, driven into a swamp of corrup-
tion, grotesque inefliciency, and arrant mismanage-
ment. Instead of discarding it, the ruling elites cling to
their pet toy—their pride and glory—furiously mum-
bling about neocolonial conspiracies, colonial legacies,
and the slave trade, but never at their own incompe-
tence. The development model they adopted after
independence had many defects:

® ]t envisaged statism or state-directed economic
development;

® ]t emphasized industry to the neglect of agricul-
ture, the main occupation of the peasants;

® [t was based upon aping alien ideologies or sys-
tems and, therefore, could not engender “organic
development”;

® ]t required massive investible resources, which
Africa lacked, thereby necessitating heavy foreign
borrowings, which were not properly invested;
some in show of prestigious projects.

Economic problems quickly emerged. The state
proved itself less prescient in balancing demand and
supply than millions of ordinary people operating
through the market system. State enterprises, establish-
ed with huge foreign loans, failed to deliver the goods.
The industrialization drive discombobulated. Price
controls and other state controls on foreign exchange,
imports, and rent created chronic shortages, exploited
by the same government officials and private citizens
with political connections. A culture of smuggling, rent-
seeking activities, kalabule, bribery, and corruption was
spawned. The neglect of peasant agriculture, among
other things, led to declining food production per cap-
ita. Desperate for cash to sustain profligate spending,
African governments resorted to printing money.
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With inadequate agricultural and industrial pro-
duction to mop up excess liquidity, a serious inflation
problem emerged. As their economies stagnated or
contracted, African governments found it increasingly
difficult to service the foreign loans they took to finance
unproductive investment projects or “black elephants,”
called state enterprises. Could Africa have avoided
these pitfalls? Is there a better way to develop Africa?
Certainly, and we look at these questions in the next
chapters.

REVIEW QUESTIONS

1. a. “A black market is created whenever the gov-
ernment sets a minimum price (price floor) below the
equilibrium price which forces producers to evade
the government regulation.” Would you agree?
Explain. (10 points)

b. “A red market is created whenever the govern-
ment sets a maximum price below the equilibrium
price.” Would you agree? Explain. (10 points)

2. “Rent controls ultimately hurt those they are
intended to help.” Would you agree? Explain yes
or no. (20 points)

3. What were some of the character flaws of the first
generation of postcolonial African leaders?
(20 points)

4. Why is socialism alien to Africa? (20 points)

5. Nigeria is an oil-producing African country and yet
it cannot produce enough gasoline to satisfy domes-
tic demand. Explain why there is a chronic shortage
of gasoline in Nigeria. (20 points)

6. How should Nigeria end fuel shortages and what
are the main obstacles standing in the way?
(20 points)

7. Explain why Africa, despite its immense resources,
cannot feed itself. (20 points)

8. Would it help African farmers if their governments
guarantee them minimum prices that are higher
than the market prices?

9. a. Why did the villagization program fail in
Ethiopia? (10 points)

b. Where else did this program also fail? (10 points)

10. Zimbabwe used to be the bread basket of the
southern Africa region in the 1970s. Why was it
importing grain by 2014? (20 points)

11. How could President Mugabe have achieved
food sufficiency in Zimbabwe? (20 points)
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Chapter Four
THE TRADITIONAL AFRICAN ECONOMY™

“"When, if ever, black people actually organize as a race in their various population centers, they'll find that the
basic and guiding ideology they now seek and so much need is embedded in their own traditional philosophy
and constitutional system, simply waiting to be extracted and set forth.”

—~Chancellor Williams (1987, 161)

“Before 1890 there was no cocoa production in the Gold Coast or Nigeria, only very small production of cotton
and groundnuts (peanuts), and small exports of palm oil and palm kernels. By the 1950s all these had become staples
of world trade. They were produced by Africans on African-owned properties.”

—Lord Peter Bauer (2000, 57)

A. Indigenous Economic Activity
and Ownership of the Means of Production

There is still much mythology about Africa’s indigenous
economic system. The myth of “hunters and gather-
ers” persists, giving the impression that Africa had no
economic Institutions or culture before contact with
the Europeans. Inexorably tied to their ancestral land,
Africans supposedly eked out a living from primitive
agriculture. Trade and exchange were supposedly un-
known, since self-sufficiency and subsistence farming
were the operative goals. Books on pre-colonial Africa
dwell excessively on the “backwardness” of African
technology. But Africa did indeed have economic insti-
tutions.

West Africa was particularly noted for its indige-
nous economic development. As Elliott Skinner (1964)
observed:

The peoples of [pre-colonial West Africa] had economies
which made agricultural produce available in amounts
large enough to be sold in rural and urban markets; craft
specialization often organized along the line of craft
guilds, whose members manufactured goods to be sold
in these markets; different kinds of currencies which were
nearly always convertible one to another and, later, to
European denominations of values; and elaborate trading
systems, external as well as internal. Goods produced in
even the smallest West African societies were circulated in
local market centers, and ultimately by porters, caravans,
and boats, to the large Sudanese emporiums from which

they could be shipped to Mediterranean areas in exchange
for foreign products. (p. 205)

Africans engaged in a wide variety of economic
activities. Although mostly primary—agricultural, pas-
toralism, hunting, fishing, and woodworking—there
were also crafts and other industries such as cloth-weav-
ing; pottery; brassworks; and the mining and smelting
of iron, gold, silver, copper, and tin.

Agriculture was the primary occupation of Afri-
cans, and the basic unit of production was the extended
family. Each family constituted itself into a working
unit or labor force and acted as an operative economic
entity that produced goods and distributed the fruits
of labor as its members saw fit, allowing for individ-
ual discretion and reward. Within the family, there was
specialization of labor and sexual division of occupa-
tion. Different crops were raised by different members
and certain tasks were reserved for women. For exam-
ple, the cultivation of food crops (domestic staples) was
almost everywhere a female occupation. These dis-
tinctions still persist as the majority of Africa’s peas-
ant farmers today are women. In Ethiopia, however,
women raised goats in addition to farming,

What a person grew on the land was his own free
decision to make. The produce was private property.
Even among the Kalahari Bushmen, “all that a woman
gathered belonged to her alone” (Marshall 1973; 113).
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How much a person shared with his kinsmen and
how much he kept for himself was an individual
decision to make. There was rarely a mandated, pro-
portional distribution of produce among the extended

The author with a typical
peasant farmer. This place is
called Philomena farms and
is a three-acre plot at Nkyenek-
yene village in eastern Ghana.
The woman_farmer grows
lomatoes, peppers, corn, and
plantain. Slung over her
shoulder is a hand-spraying
machine to take care of weeds
(December 2013).

family. As M. J. Ileld (1940, 62) observed of the Ga
people of Ghana, “in farming every married man has
his own farm though all help each other in clearing, so
problems of division of produce do not arise.

In Africa, male farmers generally handle cash crops, such as cocoa,
coffee, tea, and oil palm. In the picture, Mr. Boakye stands in

hus fve-acre oil palm grove. The fruils in the picture al right are
milled into palm oil, which has more than five hundred uses. It can
be used to manufacture soap (Palmole), candles, industrial
lubricants, and biofuels.

In much of indigenous Africa, all the means of pro-
duction were owned by the natives, not by their rulers,
the chiefs, or by tribal governments. Feudalism was not
commonplace in Africa, except in Abyssinia (Ethiopia).
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That means, in popular language, that all the means
of production were privately owned. The hunting
spears, fishing nets, cattle, pots, huts, farm produce,
fish, textile looms, gold jewelry shops, and various tools
and products were all privately owned. As Gray (1962)
observed of the Sonjo of Kenya:

Generally speaking, property is privately owned among
the Sonjo. The only important exception is the build-
ing plots upon which houses are built. These are owned
communally. The other forms of property are owned by
individuals. Thus, a piece of property such as a field,
a beehive, or a goat, at any given time can be traced
in ownership to an individual. According to Sonjo law,
a man has ultimate ownership rights in his own property
and in all property possessed by his patrilineal descen-
dants for as long as he lives. When he dies, these rights
are inherited by his heirs. (pp. 45-46)

Centuries ago when Africa was sparsely populated,
unoccupied land belonged to no one. Anyone could use
natural waters and pastures. But as soon as a man sunk
a well or built a dam, he could exercise exclusive rights
over the water it contained (Schapera 1953). “The man
who first came with his followers to settle in a previously
unoccupied area was usually termed the ‘owner of the
land’ and his heir would continue to receive respect for
his primacy” (Colson 1953). Among the Tonga, who
occupy the plateau of southern Zambia, the owner was
called wlanyika and the Dagaaba of northern Ghana
used the word tendaana.

On the inherited land, family members exercised
only usufructural rights. A son had the right of use
but could not sell the land. Ownership and control
remained within the lineage. Lineage control over the
land was exercised by the elders, and in some small
tribes, by the chief. Communal ownership is really a
misleading description of this system for it implies
open access by all in the village to any piece of land,
which was certainly not the case. Clearly, if what
obtained was communal tenure, then shifting culti-
vation would be possible only when the whole com-

munity moved to another location. As Bohannan and
Bohannan (1968) contend,

Communal tenure is an illusion that results from viewing
the systematic exploitation by kinship groups of their envi-
ronment through the distorting lens of western market
oriented and contract-dominated institutions of property
and ownership. (88)

The more accurate description is family or lineage
ownership. All those who trace their ancestry to a cer-
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tain individual are entitled to use his original plot of
land. The individual farmer makes his own determina-
tion about what to cultivate on that land.!”

Africans engaged in a variety of industrial activi-
ties in the pre-colonial era. In Benin, “the glass indus-
try made extraordinary strides” (Diop 1987, 136). In
Nigeria, “the cloth industry was an ancient craft”
(Olaniyan 1985, 104). Kano attained historical prom-
inence in the fourteenth century with its fine indigo
dyed cloth, which was traded for goods from North
Africa. Even before the discovery of cotton, other mate-
rials had been used for cloth. The Igbo, for example,
made cloth from the fibrous bark of trees. The Asante
also were famous for their cotton and bark cloth (kente
and adwumfo).

Capital

Economists define capital as anything that is not want-
ed for its own sake but aids in the production of further
goods. Thus, Robinson Crusoe’s fishing net is a capital
good, as are tractors, industrial machines, and scythes.
By popular usage, however, capital has come to mean
funds or money needed to operate or start a business.
Inindigenous Africa, capital funds were generally scarce.
There were banks in colonial Africa, but the natives
lacked the collateral to obtain credit. To secure initial
start-up capital for fishing and commercial operations,
they turned to two traditional sources of finance. One
was the “family pot.” Each extended family had a fund
into which members made contributions according
to their means. While members were not coerced to
contribute, failure to do so effectively extinguished one’s
access to the pot.

The fund was used for both consumption and invest-
ment. For example, it was used to cover funeral ex-
penses, weddings, the educational costs of the more
gifted among them, extension of the family house, or
as capital. Among the Ewe seine fishermen of Ghana,
the family pot was called agbadoho. Members borrow-
ed from this pot to purchase their fishing nets and pay
back the loans.

The second source of finance was a revolving
credit scheme that was widespread across Africa. It
was called susu in Ghana, esusu in Yoruba, fontines or
chilembe in Cameroon, and stokvel in South Africa. The
stokvel (or stockvels), however, was more than a rural
credit scheme. It was an institution of mutual aid that
provided support in case a member suffered bereave-
ment or went to jail. The support was invariably
extended to the member’s family (Iliffe 1987, 136).

One could also borrow money by pledging farms,
a practice common in Ghana and Nigeria (Hill 1986,
12). If borrowing was not possible, one could form a
partnership with a person with capital. “A common
arrangement involved three partners who shared the
returns from a venture equally. In trading ventures, one
partner supplied the capital, one transported the goods
and braved the hazards of the trail, and the other orga-
nized the partnership, which in some cases involved
little more than getting the capitalist in touch with
someone who had the stamina and courage to make
the trip” (Miracle 1971, 401; footnote 2).

Profit

Profit was never an alien concept to Africa. Throughout
its history, there have been numerous entrepreneurs.
The aim of traders and numerous brokers or middle-
men was profit and wealth. In the brokerage business,
the middlemen kept a fixed proportion of the proceeds.
For example, among the Egba and Ijebu brokers of
palm oil in Nigeria in the 1850s, a quarter of the price
went to the broker and three-quarters to African suppli-
ers (Newbury 1971). Profit calculations were always on
the mind of African traders. For example, “The Nupe
saw to it that the prices of goods corresponded closely
to variations in supply and demand, and above all,
to seasonal fluctuations. They also made sure that
distance between the area of production and market,
and the additional labor and loss of time involved
in transport, entered into the calculation of price and
profit” (Skinner 1964, 218).

Profit made was private property; it was for the trad-
ers to keep, not for the chiefs or rulers to expropriate.
On the Gold Coast in the seventeenth century, there
existed men of wealth, such as the Akrosang brothers
and Edward Barter of Cape Coast; Aban and John
Kabes of Komenda; John Kurankye of Annomabo;
Asomani and Peter Passop of Akwamu and Accra; and
John Konny of Ahanta (Daaku 1971). Chiefs did not
sequestrate their wealth for equal distribution to all
tribesmen.

The natives chose what to do with their profit. The
traditional practice was to share the profit. Under the
abusa scheme devised by the cocoa farmers of Ghana
at the beginning of the twentieth century, net proceeds
were divided into three parts: a third went to the owner
of the farm, another third went to hired laborers, and
the remaining third was set aside for farm maintenance
and expansion. Under the less common abunu system,
profits were shared equally between the owner and the
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workers. Variants of this profit-sharing scheme were
extended beyond agriculture to commerce and fishing

Property Rights

Looting and arbitrary seizures of property by undisci-
plined soldiers was not a feature of traditional African
society. Even the chief could not dispossess someone of
his property without a full council hearing. When dis-
putes pertaining to property arose, a chief’s court ad-
judicated the matter. On pre-colonial African law and
custom, Frances Kendall and Leon Louw (1986) ob-
served that: “There were no powers of arbitrary ex-
propriation, and land and huts could be expropriated

only under extreme conditions after a full public hear-
ing” (p. 18). This view is corroborated by Koyana (1980):

Only in cases of, for example, the commission of a grave
offence against the community, abandonment of the
land, or when the chief required the land for himself or
for another chief, was this right exercised. There could
therefore be “despotic acts” giving evidence of an unbri-
dled exercise of power, but there was always the safe-
guard that the powers were not exercised recklessly. Public
opinion would always be taken into account. There were
also always the councilors whose advice was as a rule
taken into account by the chief. In practice, therefore, the
rights of the individual were never nullified. [Emphasis
added] (69)

Chiefs who thought they could violate individual
rights or assumed that Africans were primitive commu-

His worldly possessions, not communally owned. Don’t even
dream of dispossessing him.
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nists whose property could be used by all, obviously did
so at their own peril as the photo below shows.

Free Market, Free Trade Tradition

Some goods produced by the natives were traded or
sold in markets. Market development was inevitable
even if self-sufficiency was the preferred form of mak-
ing a living, for it was physically impossible for one
homestead to produce everything it needed on the
farm. By necessity, a surplus had to be produced to
exchange for what could not be produced. In earlier
times, such exchanges were done by canvassing from
hut to hut, a time-consuming process. A market was
simply a place where exchanges could be made more
easily. Where exchanges occurred regularly, a market-
place would naturally evolve. The institution of a mar-
ketplace, then, evolved naturally. As noted above, mar-
kets were everywhere in West Africa. There were the
small village markets and the large markets that served
as long-distance interregional trade centers.
Pre-colonial rural markets in West Africa provided
for the needs of local producers, consumers, and trad-

ers. If the rural population and the volume of transac-
tion were sufficiently large, the rural market operated
daily. Otherwise, the rural market operated periodi-
cally. The periodic markets were organized on a cycli-
cal basis of every three, four, five, and sixteen days to
feed the daily markets. Each rural community had a
market day. Where a cluster of villages existed, market
days would be rotated among them.

An important characteristic of rural markets was
the segregation of vendors or merchants according to
the products they sold. Tomato sellers, for example,
were all seated in one section of the market. It seemed
the economic object was to promote competition, but
there appeared to be a social one as well. It made it
easier to locate a particular merchant. Market traders
also seated themselves facing the homesteads or villages
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At traditional markets tomato sellers are often grouped at one spot
and yam sellers at another spot.

from which they came—should flight from the market
be necessary. The seating arrangement also made it
casier for a lost child to find his mother; for example,
if the child knew what his mother sold and from which
village she came.

B. Market Regulations and Controls

Generally, economic activity in African markets was
not controlled by political authorities. Existing rules
and regulations were aimed more at the preservation
of law and order, the collection of market tolls, the use
of standard weights and measures, and the supervision
of the slaughter of cattle. For example, to prevent fight-
ing in the Igho market, there was a strict rule against
carrying machetes or large knives. Traders generally sat
with others from their villages. There apparently were
no price controls.
In the Mossi markets:

There are no official restrictions on the kinds of goods
which may or may not be sold. In pre-European times,
slaves and eunuchs were the common stock-in-trade of the
major markets and of some of the smaller ones as well.
The only active supervision that existed and still exists con-
cerns the butchering of meat. Every person who sells meat
in the market must exhibit the skin of the butchered ani-
mal in a public place so that there will be no question as to
the ownership of the animal. If the meat in question is the
remains of a cow killed and half-eaten by a lion, then the
village or district chief must be notified before the meat
enters the market. (Skinner 1962, 219)

Kojo Yelpaala (1983) also found that, in Dagaaba
markets, “There was the freedom to buy and sell any
commodity within the market environment (daa). Free
and voluntary interaction between buyers and sellers
produced a market-determined price. When this condi-

tion was violated, the transactions were said to result in

Jao (robbery) in the sense that the buyer or seller might
extort a price lower or higher than the market-deter-
mined price, thereby reducing social welfare” (p. 370).

C. The Importance of Markets

The village market performed vital economic, social,
and political functions that were well understood
by the chiefs and the people. In fact, as Skinner (1962)
observed of the Mossi of Ghana, “whenever and
wherever there is a large gathering of Mossi there is a
market. The rural market is the center of Mossi social
life, and friends as well as enemies meet within its con-
fines. What Mangin [a British explorer| wrote some 40
years ago is still true: ‘Every self-respecting Mossi—
man or woman, child or elder—must go to market
at least once in a while, were it only to look and to be
looked at, if he can put on some handsome clothes.’

Market scenes

Except for the Muslims who are now experimenting
with a form of Purdah, there are few persons who do
not go to market” (p. 168). Among the Akan of Ghana,

Daniel I McCall (1962) noted that the marketplace
was not only “the source of food and clothing for the
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family; it is the place where the wife and mother spends

most of her waking day” (p. 63).
The rural market served many purposes:

® [t provided peasants with the opportunity to
exchange goods or occasional agricultural surpluses
and to purchase what they could not produce
themselves.

® ]t provided an indispensable avenue for social
intercourse: to meet people, to gossip, or to
discuss and keep abreast of local affairs. Dancers,
singers, musicians, and other artists often went
to the markets to display their skills. Work parties
and weddings often took place at the markets.

® Jtserved as a center of interethnic contact and
channels of communication (White 1987, 41).
It was at the market that important information
about foreign cultures, medicine, product improve-
ments, and new technologies was exchanged.
As such, the market acted as an integrative force,
a place for cultural and normative exchange.

® [t often served as the meeting place for important
political events such as durbars and village assem-
blies convened by the traditional rulers.

® [t served as an important area for communication
and dissemination of information. Among the
Mossi of Ghana, “the market is the main com-
munication center of Mossi society and news
of happenings in the region can be heard there.
If a new person is in an area, one can be sure
that the people in the market will know about him,
or that he will sooner or later visit the market”

(Skinner 1962).

Most marketplaces were associated with religious
activities. Markets were consecrated with shrines associ-
ated with them. The consecration emanated primarily
out of the need for peace and calm at the marketplace.
It was believed “such consecration would guarantee
that supernatural sanctions would back up the political
authorities in their maintenance of peace in the mar-
ketplace” (Bohannan 1964, 215).

In the 1850s, American missionary T. J. Bowen pro-
vided a vivid description of the importance of Yoruba
markets:

The most attractive object next to the curious old town
itself—and it is always old—is the market. This is not
a building, but a large area, shaded with trees, and sur-
rounded and sometimes sprinkled over with little open
sheds, consisting of a very low thatched roof surmounted
on rude posts. Here the women sit and chat all day, from
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early morning till 9 o'clock at night, to sell their vari-
ous merchandise. The principal marketing hour, and the
proper time to see all the wonders, is the evening. At half
an hour before sunset, all sorts of people, men, women,
girls, travelers lately arrived in the caravans, farmers from
the fields, and artisans from their houses, are pouring
in from all directions to buy and sell, and talk. At the
distance of half a mile their united voices roar like the
waves of the sea. (Bascom 1984, 25)

In East Africa, studies by Gulliver (1962) also show-
ed that markets were extremely important to the
Arusha because markets provided them their “main
opportunity for personal contact with the Masai in the

conscious efforts to learn and imitate all they could
of Masai culture” (p. 46).

Masai in Tanzania

Clearly, the marketplace was the heart of indige-
nous African society, the center not only of economic
activity, but also of political, social, judicial, and
communication activities. Perhaps the easiest way to
annihilate an ethnic group was to destroy its markets.
Such a destruction would assail the very core of the
society and the extended family itself. The impor-
tance of markets in traditional African society has not
diminished even today. As West Africa magazine (April
3-9, 1989) reported:

Sixty years ago Cotonou was a cluster of villages sur-
rounded by lagoons. Today, it is the economic capital
of Benin with a population of 170,000. Its nerve centre
is the Dantokpa Market. Animated from early morning
to late at night, scores of small retailers line its voms, or
streets. Mobylette repair shops, dressmakers, millers pre-
paring corn flour and cabinet-makers carving red wood
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ply their trades next to traditional healers patiently wait-
ing for clients. Vendors of pimento, peppers, spices, and
vegetables with piquant odors stand behind their stalls,
while itinerant peddlers are everywhere selling dried
fish, potato-fritters, and corn flour.

Near the old port are the stands selling textiles, the
domain of the “Mama Benz.” These vigorous business
women usually ride in shining Mercedes cars, hence their
name. Impressive by their girth and the sumptuous cloth
they wear, their spectacular success has been built on the
sale of colorful textiles, most of which they import from
the Netherlands. (p. 514)

In indigenous Africa, the occupational system and
the family structure were functionally related. Women
have always dominated market activity in Africa.
A benighted attempt to destroy or reduce the scale of
operations of an indigenous African market and the
consequent decline in female participation in market
activity would send shock waves through the entire
family system. The market was so important in indig-
enous Africa that Skinner (1962) asserted emphatically
that: “No African chief can refuse to hear a case brought
to his attention at market (though he may postpone it
until a regular court hearing). These courts may be the
same as—but are often different from—the arbitrating
facilities for settling disputes which arise among sellers
and customers within the marketplace itself” (p. 63).

To effect trade, direct barter was the medium of
exchange in the early stages of African market devel-
opment. Goods were exchanged directly In many
communities, however, various commodities were
used as currency, including cloth, cattle, salt, iron bars,
cowrie shells, beads, firearms, mats, and gold dust.

D. Market Prices

Every African today will declare that prices in the
village markets are generally not determined or fixed
by the village chief or king. This is a fact that has been
true for centuries and must be stated emphatically since
many modern African governments are ignorant of it.
Prices on indigenous markets traditionally have
been influenced by several factors: the forces of supply
and demand, scarcity, time of day, status of the con-
sumer, relation with the seller, quality of the product, its
degree of necessity, bargaining skills, and competition.
In general, while prices are determined by the normal
forces of supply and demand, the other factors merely
shave off or add a few pennies so that two different con-
sumers do not pay exactly the same price. Thus price
discrimination exists in indigenous African markets.

Skinner (1964) observed that “Mossi merchants were
very aware of the principles of supply and demand
and held goods out of the market when prices fell, in
order to obtain later higher prices” (p. 222). Vansina
(1962) also found that prices on Kuba markets in Zaire,
“behave in exactly the same way as prices do in Euro-
pean markets. The price is set by the relation of supply
and demand. When shrimps first appear on the mar-
ket, they fetch a high price. Later on, the price falls”
(p- 235). On the Konso markets of southern Ethio-
pia, Kluckhorn (1962) discovered that, “supply and
demand was the basic adjustment mechanism for
prices” (p. 86).

Marguerite Dupire (1962) observed that on Fulani
markets, “The price of millet and of salt, essential
elements in the life of the nomad, vary in proportion
to their scarcity. That of millet is at a minimum after
the harvest and at a maximum just before the next
harvest—variations on the order of one to four—while
salt is less expensive at the return of the caravans
which bring it back from the salt mines of the Sahara”
(p. 36).

The status of the buyer also affected how much one
paid for a commodity. Europeans knew that in indige-
nous markets, they paid higher prices than the natives.
For this reason, many sent their servants to make pur-
chases for them. The price of an item was often influ-
enced by time of day. Toward the end of market day,
most traders were in a hurry to get home or reluctant to
carry home unsold goods. Africans knew that was the

best time to obtain good bargains. On markets in south
Dahomey, Tardits and Tardits (1962) found that

Prices of all goods are at their highest in the morning.
Sellers, though they know at which prices they will agree
to sell, wait to see what their clients look like. The first
customers make proposals, the merchants watch their col-
leagues and, after a few sales, prices tend to be set. Around
9:00, the market comes to a peak. An akasa seller told us:
“If by 8:00, half of my pot of akasa has been sold, it is going
to be a good market day; if not, it looks bad.” When sales
are slow, women will extend some credit or give bonuses
rather than reduce prices. Nevertheless, the price falls
slightly at the end of the day unless the balance between
demand and supply remains favorable to the sellers.

On Abyssinian markets in Ethiopia, price declines
toward the end of the market day were accelerated by
the operation of a complex social factor. Amhara trad-
ers were particularly concerned about their “honor”
and wary of being mocked by the Coptic peers. Mess-
ing (1962) commented:
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Unlike Arabs, the Amhara are too proud and not so intent
on economic “maximizing” as to resort to badgering a cus-
tomer. Amhara basket-makers may refuse to admit that
their wares on display are for sale, claiming they were
previously ordered and are waiting to be picked up
by the customer. Then, to avoid having to carry unsold
goods home, they sell cheaply when the market begins
to close at about 4:00 p.m., two hours before dusk. Hence
the proverb advises the buyer: “To church [go] early, to
market [go] late.”

Under normal circumstances, that is, barring any
exceptional conditions with regard to closing time
or prestige of customers, the forces of demand and
supply determine prices but only within certain limits.
For example, a pound of herring may cost between
$2.00 and $2.50. If herring is relatively scarce, that
is, there is greater demand than supply, it may sell
at between $3.00 and $3.60. How much exactly one
pays will depend upon two additional factors. The first
is one’s bargaining skills and the second is the level
of competition on both the consumers’ and sellers’
sides. A skillful bargainer may obtain herring at $3.00
a pound whilst another customer may pay $3.75.
Or if there is a great deal of seller competition, an
individual may purchase herring at $3.00 a pound.

African market women, of course, wanted to make
a profit while consumers were desirous of obtaining
commodities at the lowest possible prices. Such oppos-
ing interests are inevitable in any exchange transaction.
The “conflict” is resolved through bargaining. The
purchaser would make a bid. The seller would lower
the price a little. The purchaser, in turn, would raise
the bid. The seller would then lower the price some
more. Through this bidding and discounting process,
they would settle on a price acceptable to both and the
transaction would be consummated. Economists call
this price the “equilibrium price.”

In most indigenous African markets, higgling and
haggling was the process by which prices were deter-
mined. Prices were not fixed by chiefs, kings, or any
village government authority. People bargained over
prices. Haggling over prices was the rule (Skinner
1964). “Bargaining was the standard feature of Yoruba
economic transactions” (Bascom 1984, 26). And it was
similar in Ethiopian markets (Kluckhorn 1962).

African consumers and traders were both adept
at bargaining. Each group employed various tricks
to enhance its bargaining position and interests.
Consumers used various stratagems to secure com-
modities more cheaply. Africans, today, would affirm
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that one’s bargaining position is influenced by a num-
ber of non-market factors; for example, past patron-
age, relations with the seller and “bluffing.” As a “spe-
cial customer,” the seller may offer “a good price.” Or
a discount may be offered if the purchaser were
arelative—a cousin or a niece. It was not unusual to see
a buyer feign injury, with an arm in a sling. The hope
was that the “injury” would evoke compassion.
Or instead of making the purchase themselves, they
would send somebody who “knew” the seller.
Others employ the “tease” or the “bluff”; they feign
interest in purchasing and then suddenly turn
to walk away, hoping that the seller might call them
back and offer them a lower price.

The standard trick of market women is the lament
that they have not sold a single item all day and
business has been poor. Some claim that they would
make “only a little profit” if the item were sold at
a particular price. Then there are those market
women who are always dressed in black. Tradition-
ally, a woman—bereaved through the loss of a hus-
band, child, or a relative—wore black to evoke sympa-
thy or compassion at the market place.

Traders also “tease.” They may ask a potential
customer to sample a cooked food item in the hope
that the customer might be impressed enough to make
a purchase. Traders, like consumers, employ deceptive
practices as well. For example, salt merchants sell salt
in cigarette tins, the bottoms of which have been filled
with paper, and the salt is stacked above and over
the edges of the tin.'® Garri and flour sellers insert
fingers in the bowl while filling it; then the seller adds
a small quantity as if giving the customer a bonus. The
usual trick of fish sellers is to slip a few large ones into
a bunch of little ones. Tha makes it difficult to charac-
terize the collection as “small” or “large.” But prices
vary according to the size of the batch.

Each side is aware of these tricks and takes appro-
priate precautions and devises strategies in bargain-
ing. Buyers, of course, are not always fooled, nor do
the sellers always succumb to bluffing. Tardits and
Tardits (1962) provided a description of such a bar-
gaining process on South Dahomean markets:

Bargaining is the rule. Prices asked by sellers as well as buy-
ers are always higher or lower than those which are finally
agreed upon. Long debates ensue in which praise and
insults have their place. The merchant seldom loses money
since she may always refuse a disadvantageous bargain,
whereas a buyer may be unaware of the market prices or
become impatient and lose money . . ..
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A customer looks at a fish tray; the merchant asks
425 francs for 40 fish; the customer offers 350 francs.
After a short discussion, the merchant is ready to sell.
The customer then withdraws the offer and proposes
300 francs; the discussion goes on till the seller has
accepted; the buyer thinks it over a second time and
says: “275 francs.” The merchant finally agrees but the
customer drops the proposed price down to 200 francs.
At this point, the merchant refuses to sell. Discussion
starts again until at last the bargain is concluded for
225 francs. Customers who might have watched the
scene could also have bought fish at the last price.
In this case, there were none and the next customer
to come along undertook the bargaining anew and
finally paid 235 francs for 40 fish.

Since the Amhara of Ethiopia are imbued with
a social propensity to uphold their honor, bargaining
is conducted with a slightly different twist. The Am-
hara seller may refuse to state a price and ask the buyer
to make an offer. If the offer is reasonable and the
purchaser is on the same socio-economic level so that
no problem of “honor” is involved (which would
require a foreigner to be charged at least double), the
transaction will be concluded promptly. If a social
problem is involved, the seller has to guess how high
he must increase the price (waga asarrara) to avoid being
mocked. This makes him uncomfortable and he tries
to disconcert the customer with veiled insults. The
customer can play the same game; when buying sheep
for food he may remark, “I am not expecting a hyena
for dinner,” i.e., “The animal you are trying to sell me
is so lean, sick, and old that it is close to death and
would soon be fit only for a hyena.” As is clear, two
different individuals generally do not pay the same
price for an item. How much each paid was determined
by how far one was prepared to go with the bidding
or the discounting process. And how far one was
prepared to go was influenced by many factors: the
intensity of the need for the commodity, the number
of sellers of the commodity at the marketplace, and the
availability of substitutes. “If one ‘desperately’ needed
a commodity for which there were no substitutes and
for which there was only one seller at the market, obvi-
ously one’s bargaining position would be relatively
weak. Similarly, the fish seller would be less unyielding
at the close of the market where there were numerous
other fish sellers” (Kluckhorn 1962).

Competition often influenced prices, but the degree
of competition varied from one village market to
another. I'or example, Skinner (1962) observed that

There is little competition about someone else having
“stolen” a customer. The reason for this is that every
person in the market is a potential customer of everyone
else. Normally, a buyer simply moves from seller to seller
sampling the goods if that is possible (some unscrupu-
lous men can even get drunk in the process of “sam-
pling” beer) and trying to get the best bargain. No seller
would think of running after a customer, and customers
seldom, if ever, move away from a vendor in the hope that
he would be called back to be sold the article at a lower
price. The result is that the pace of commerce in a Mossi
market is somewhat relaxed, but the lack of intense
competition prevents a great deal of hostility and quarrel-
ing among the market people.

This, of course, is in sharp contrast to markets on
the West African coast where competition is keen.
Tardits and Tardits noted that “competition is hard
in Dahomean markets. Merchants sell either the same
goods or products for which there are ready substi-
tutes. The appearance of the goods is the first factor
that will be taken into consideration by the customers.
Sellers will insist on the fact that the food offered had
just been made. They advertise ‘crispy fritters,” ‘freshly
made akasa,” ‘nicely cooked mashed beans,” or juicy
croquettes.” Miracle (1962) also discovered that on the
copper-belt of Zambia and Zaire, “many commodities
found in market places are sold competitively, often
approaching the classical pure competition with many
sellers no one of whom can affect price through his
activities alone.”

The scale of competition, of course, varies not
only from one market locality to another but also with
respect to the nature of the commodities as well. For
example, the intensity of competition is less for sugar
cane and some fruits since there are only a few sell-
ers and collusion is possible. Indeed, there are attempts
to corner rural markets, but such attempts more often
than not fail.

Effective collusion or market cornering requires
effective control over supply. For example, OPEC can
corner the oil market because of the control it exer-
cises over oil supplies. Furthermore, the nature of the
resource is such that not everyone can produce it—only
those countries which are geologically endowed with
this resource.

By contrast, barriers to entry generally do not exist
in indigenous Africa, particularly with respect to the
production of agricultural produce. Anybody can
cultivate sugar cane, gather fruits, or go fishing. There-
fore it is not possible for fishermen to collude, corner
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the market, and “gouge consumers” for any lengthy
period of time. Even if they succeed in forcing up
price by such action, sooner or later, some enterprising
individuals would enter the fishing industry and provide
fish at lower prices. It is this competition—not orders,
decrees, or price controls—that keeps prices down. The
best defense against consumer exploitation is more com-
petition, not less. “Illiterate” chiefs knew this.

When competition is keen, one generally observes
a reluctance on the part of sellers to raise prices. They
employ various gimmicks to fool the customer into
believing that the price is still “cheap.” This reluctance
to raise prices can be detected in pricing practices
in America where commodities are priced at $9.99
or $9,999.99, a penny shy of $10 or $10,000. Such
pricing may have the psychological effect of suggest-
ing that the item costs §9 or $9,000 instead of the $10
or $10,000 a competitor may be charging,

The reluctance of African traders to raise prices
or hide price increases shows up in two ways, depending
upon the nature of the commodity. They may reduce
the quantity but maintain the old price. For example,
the same cigarette tin used to sell flour or garri will
continue to be used, but a price increase is achieved
by knocking the bottom in further and keeping the
old price. Ghanaians have been lamenting about the
“shrinking ball of kenkey” for decades. A ball of
kenkey, a cooked ground maize, used to sell for one cedi
in the late 1960s. Back then, it could feed an average
person. By 1978, that ball, still costing a cedi, had so
shrunk that the average person needed four!

On Ghanaian markets, this is the standard measuring container
Jor salt, sugar, flour; or rice. In the picture it looks over-full but
the next pictures clarify the situation.
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The bottom of the measuring lin has been knocked in.

Miracle (1962) offered two explanations why prices
tend to remain fixed while the size of the measure or
heap is varied:

One reason for this is that the quantity sold in African
markets is, for many commodities, so large relative to the
smallest monetary unit that price changes dictated by eco-
nomic conditions, or bargaining, often can be achieved
only through altering the quantity offered. . . . A second
reason probably is that sellers can more easily conceal
price changes if the adjustment is through quantity.

The other technique of effecting price increases is
by varying the amount of bonus (variously called basela
in Zambia, matabish in Congo, ntosu in Akan) which the
seller adds at the end of a transaction. For example,
a fish seller may throw in a couple of fish after a pur-
chase as basela. The oil merchant may add a few half
cupfuls after a purchase. Consumers expect this bonus
and often demand it. The Ga of Ghana ask: “Owoo
mun?” while the Akan order the seller: “Zosu/” To keep
his price low, the fish seller may throw in four fish. To
raise his price, he may add only two at the end of the
next transaction.

In sum, prices on indigenous markets generally fluc-
tuated in accordance with the forces of demand and
supply. When tomatoes were “in season,” the price fell
and vice versa. These price oscillations were under-
stood by the peasants and chiefs. If the price of an item
was too high, the traditional response was to bargain
down the price. If it did not come down sufficiently,
purchase was withheld and a substitute purchased.
This was especially true of agricultural produce, for
which there was a whole range of substitutes. I'or exam-
ple, one could substitute cocoyam, cassava, or plan-
tain for yam. Nobody was “forced” to buy yam who
could not afford it. When the price of a commodity
remained persistently high, the natives either produced
it themselves, as often happened in the case of yams,
or traveled to the source to obtain it more cheaply.
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Tales of traders trekking long distances to buy goods
more cheaply at the source are legion. Similarly, there
were many substitutes for meat: beef, mutton, lamb,
chicken, duck, wild game, and fish. Again, nobody
was “forced” to buy that which they did not want.

African chiefs did little to interfere with the day-
to-day operations of the village market. Nor did they
impose price controls on the market. It was never the
traditional role of chiefs to police how prices were set.
Even wages were not fixed by any village authority (Hill
1987, 110). This is still true today. To all intents and
purposes, the African village market was an open and free
market, however “primitive.” Cases of market inter-
vention by chiefs were few. These generally occurred
when there was a market breakdown or failure as in
times of severe drought and famine.!"?

During such times, the chief or king might limit
price increases and make available to the needy food
stored in his own farm. These price “controls” however
were limited to agricultural produce—essential for sur-
vival. In indigenous African society, it was considered
unethical and anti-social to profit by charging exorbi-
tant prices in times of food shortages. When conditions
returned to normal, prices of agricultural produce
were free to vary. Price controls or market intervention
was not a regular feature of indigenous African society
in normal times.

It may sound strange to the reader why such an
obvious point is being belabored here. But many post-
colonial African governments, in a bout of cultural
perfidy, held facets of indigenous economic heritage
in contempt. They imposed price controls on peas-
ant farmers and traders, while arresting and charging
violators with “economic sabotage.” In fact, in some
African countries such as Ghana, violators were threat-
ened with death by firing squad!

E. Role of Women
in the Distribution of Goods

Upon close study of Africa’s rural economy, one cannot
fail to be impressed by the participatory role of women.
Today the majority of Africa’s peasant farmers—about
80 percent—are women. Women also dominate rural
markets and trade. In Yoruba, “local farm produce—
either cash crops or food crops—are marketed at the
local market, almost invariably by women” (Hodder
1962). This is not a recent phenomenon. Female par-
ticipation in market activities has always been a tradi-
tion. It was the result of the traditional division of labor
on the basis of sex.

The object in trading, as everywhere, is to make
a profit. The Yoruba women “trade for profit, bar-
gaining with both the producer and the consumer in
order to obtain as large a margin of profit as possible”
(Bascom 1984, 26). And in almost all West African
countries, women kept the profits made from trading.
‘A Ga woman also makes money by her trading. A
man has no control over his wife’s money, but any
extra money she can extract from him for herself
can never be reclaimed” (Field 1940, 54). “In South
Dahomey, commercial gains are a woman’s own prop-
erty and she spends her money free of all control. Trade
gives to women a partial economic independence and
if their business is profitable they might even be able
to lend some money—a few thousand francs—to their
husbands against their future crops” (Tardits and Tar-
dits 1962, 110).

Traders frequently reinvest part of their gains to
expand their trading activities and spend part to cover
domestic and personal expenses, since spouses have to
keep the house in good condition, replace old cook-
ing utensils, buy their own clothes, and educate their
children. Historically, another important use of trade
profits was the financing of political activity. According
to M. I. Herskovits and M. Harwitz (1964), “Support
for the nationalist movements that were the instru-
ments of political independence came in considerable
measure from the donations of the market women”
(p. 377).

In fact, it can be asserted that there is no black
African leader, past or present, whose mother or
grandmother did not engage in trade, the traditional
role of women in Africa. Clearly, any event—whether
government policy, a civil war, or a calamitous occur-
rence—that disrupts agriculture or diminishes the
scale of market activity would have a disproportion-
ately adverse effect on African women. That in turn
would have ramifications throughout the family struc-
ture and the entire society.

F. The Role of Government
in the Indigenous Economy

Indigenous African economies were based on agricul-
ture, pastoralism, markets, and trade. Both the rulers
and the natives appreciated the importance of these
activities. Indigenous governments created the neces-
sary conditions for their subjects to conduct their activ-
ities. Even with agriculture, the tribal government did
not interfere or dictate what crops the peasants should
raise. The role of the chief or kings in agriculture was
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to ensure that access to land was not denied to anyone,
even strangers.

In most cases across Africa, “there was no direct
interference with production” (Wickins 1981, 230).
The tenet of African law that maintained that any
harmful action against another individual was a threat
to the whole society was applicable to the realm of
economics. A restriction on an individual’s economic
activity placed severe constraints on the economic
welfare of the whole society. If the individual
prospered, so too did his extended family and the
community. An individual could prosper so long as
his pursuit of prosperity did not harm or conflict with
the interests of the community. The society’s inter-
ests were paramount. Unless an individual’s pursuit
of prosperity conflicted with society’s interests, the
chief or king had no authority to interfere with it. This
was a well-nigh universal African belief.

With this in mind, it would hardly make sense for
the chiefs to prevent their own subjects from engag-
ing in trade. Traders were free enterprisers, taking
the risks upon themselves and reaping the benefits.
As Kwame Y. Daaku (1971) observed:

Those who so desired and ventured into distant places
in pursuit of trade could rise to higher positions in the
traditional setup. Along the coastal towns, successful
traders began to display their affluence by surrounding
themselves with a host of servants. Some were raised
to the status of headmen or elders. They built them-
selves magnificent houses on which some of them even
mounted a few cannon. The rise of these people was not
only a coastal phenomenon. In practically all the forest
states there came into prominence men like Kwame Ante-
ban of Nyameso in Denkyira, whose wealth became pro-
verbial. (p. 179)

Occasionally, the kings and chiefs had farms and
other economic enterprises operated for them. For
example, Asante kings had royal gold mines, and the
chiefs in east and southern Africa had others take care
of some of their goats and cattle. But these animals
were mainly for consumption by royalty and guests—
the leaders’ farms and animals were not supposed
to support the people as a whole. This point is cru-
cial. The people performed these services out of the
reverence they hold for their traditional chief. He is
an embodiment of his people, their hopes and aspi-
rations. Further, the chief has no property. Any gift
to the chief becomes “stool property”—the property
of the office. If the chief is removed, he cannot take
such gifts or “stool property” with him. Nowhere in the
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history of Africa is there evidence of chiefs and kings
operating tribal government farms to feed the people.
The natives fed themselves, built their own huts, and
provided for themselves.

Nor did the kings and chiefs operate tribal gov-
ernment enterprises. The craft industries were owned
by individuals or families, not by the chief or the state.
The ruler might choose to have an enterprise, but,
again, it was mostly used for his own benefit, not that
of the natives. It was the same with trade. As Daaku
(1971) noted in the case of the Akan of the Gold Coast,
‘Apart from the occasional trading organized for
and on behalf of the chiefs, trading, like all other
vocations, was primarily an affair of individuals.
Much of it was conducted by a man and his family, that
1s, his wives and children and/or with his sister’s sons.
It was never an affair of the state” (Daaku 1971, 174).

Only in very, very few instances was trade monop-
olized and controlled by the state. The exceptions
include the kingdoms of Dahomey, Asante, and Mossi.
The Dahomey kingdom was centrally planned, and
Dahomeans were the most heavily taxed West Afri-
cans in the nineteenth century. Inevitably, the king-
dom collapsed under the weight of its bureaucracy
and maze of regulations. In fact, fewer than twenty
out of thousands of commodities were reserved strictly
for chiefs. According to Robert Bates (1983), the most
frequently mentioned objects of chiefs’ monopoly were
wory, kola, slaves, cattle, skins, and parts of game killed
(p- 55). Everything else was a free commodity.

In conclusion, state intervention in the economy
was the exception rather than the rule in pre-colonial
Africa. As Bates (1983) observed, “In pre-colonial
Africa, the states underpinned specialization and trade;
they terminated feuds; they provided peace and stab-
ility and the conditions for private investment; they
formed public works; and they generated wealth,
if only in the form of plunder. In these ways, the states
secured prosperity for their citizens” (p. 40).

One of the functions of the African chief is to cre-
ate—together with his Council of Elders—a peace-
ful environment for trade to prosper. A king could be
removed if he failed to bring prosperity to his people.
He could also be overthrown for failure to govern ac-
cording to customary law, the will of the people or for
pursuance of policies inimical to the interests of the
state after all counsel had been ignored. This was pre-
cisely the fate of King Gikuyu of the Gikuyu of Kenya:

King Gikuyu was the grandchild of the elder daughter
of the founder of the tribe. He ruled many moons and
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his method of governing was tyrannical. People were
prevented from cultivating the land, as he commanded
that all able bodied men should join his army and be ready
to move with their families at any time and to wherever he
chose. Thus the population lived a sort of nomadic life and
suffered many hardships from lack of food. At last, they
grew tired of wandering from place to place and finally
decided to settle down. They approached the King and
implored him to let them cultivate the land and establish
permanent homes, but owing to his autocratic power he
refused to hear or consider their plea. The people were
very indignant with him for turning a deaf ear to their
appeal, and in desperation they revolted against him. The
generation which carried out the revolt was called iregi.
. . . After King Gikuyu was dethroned, the government
of the country was at once changed from a despotism
to a democracy which was in keeping with the wishes
of the majority of the people. This revolution is known
as itwika, derived from the word twika, which means
“to break away from” and signified breaking away from
autocracy to democracy. This achievement was celebrated
all over the country; feasting, dancing and singing went
on with intervals for a period of six moons which preceded
the new era of government by the people and for the
people. (Kenyatta, 1938; p.180)

G. The Indigenous System:
A Summary and Assessment

Foreign observers who came upon African natives’
profit-sharing schemes hastily denigrated them as
“primitive communism.” Many African leaders also
considered the same schemes as proof that the indig-
enous system was “socialist.” Both groups were wrong,
Most tribal societies had no state planning or direction
of economic activity, nor were there state enterprises
or widespread state ownership.

The means of production were privately owned.
Huts, spears, and agricultural implements were all
private property. The profit motive was present in
most market transactions. Free enterprise and free
trade were the rule in indigenous Africa. The natives
went about their economic activities on their own
initiative and free will. They did not line up at the
entrance of the chief’s hut to apply for permits before
engaging in trade or production. What and how much
they produced were their own decisions to make. The
African woman who produced kenkey, garri, or sem-
olina decided to produce those items herself. No one
forced her to do so. Nor did anyone tell fishermen,
artisans, craftsmen, or even hunters what to produce.

In modern parlance, those who go about their eco-
nomic activities on their own free will are called “free
enterprisers.” By this definition, the kente weavers
of Ghana; the Yoruba sculptors; the gold, silver, and
blacksmiths; as well as the various indigenous crafts-
men, traders, and farmers were free enterprisers. The
natives have been so for centuries. The Masai, Somali,
Fulani, and other pastoralists who herded cattle over
long distances in search of water and pasture also were
free enterprisers. So were the African traders who
traveled great distances to buy and sell commodities—
a risk-taking economic venture.

The extended family system offered them the
security they needed to take the risks associated with
entrepreneurial activity. Many development experts
overlooked these positive economic aspects of the
much-maligned extended family system. Although
this system entailed some “sharing” (which was not
forced or proportionate), it also provided the spring-
board for Africans to launch themselves into highly
risky ventures. If they failed, the extended family
system was available to support them. By the same
token, if they were successful, they had some
obligation to the system that supported them. The
Fanti have this proverb: “Obra nyi woara abo” (Life
is as you make it within the community).

Even in commerce, African states lacked state
controls and ownership. In Gold Coast, for example,
gold-mining was open to all subjects of the states of
Adanse, Assin, Denkyira, and Mampong. Chiefs did
benefit from mining. Some chiefs taxed mining opera-
tions at the rate of one-fifth of the annual output, and
in some states all gold mined on certain days was ceded
to the throne. But the mines were in general not owned
and operated by the chiefs. Any villager could mine or
pan for gold on any unoccupied land. Foreign entities
needed mining concessions from the chiefs.

Much of the indigenous economic system still exists
today, where African governments have not destroyed
it through misguided policies and civil wars. Female
traders still can be found at the markets. In fact,
market activity in West Africa is still dominated by
women. They still trade their wares for profit. And
in virtually all African markets today, one still bar-
gains over prices.

Indigenous Africa under Colonial Rule

When Africa was colonized, the colonialists sought to
control indigenous economic activities to their advan-
tage. Africa’s colonial history is replete with successes
and failures of these policies. For example, on the Gold
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Coast (now Ghana), European mining companies
sought legislative curtailment of indigenous mining
operations without success. The two operated side by
side throughout the colonial era.

Notably absent during that era were state or colo-
nial government enterprises. A few large European
firms and companies dominated the field, but no
indigenous economic activity was reserved exclusively
for the colonial government or European companies.
Nor would the colonial administrations have been suc-
cessful had they attempted such restrictive regulation,
which would have entailed an extraordinary expendi-
ture of resources. Africa then had not developed the
communications and transportation networks needed
for effective control of the natives and their economic
activities and cost was one reason the British adopted
the policy of “indirect rule”—administration through
the chiefs.

For the most part, the natives were free to go about
their economic activities. In West Africa, European
settlement was confined to the urban enclaves and
the rural areas were left almost intact. In central and
southern Africa, the story was a little different. The
plunder and barbarous atrocities against the natives in
King Leopold’s Congo need no belaboring. In south-
ern Africa, where the climate was more congenial
to European settlement, there were widespread land
seizures, massive dislocation of the natives, and restric-
tions on their movements and places of residence.
Apartheid South Africa’s past laws and land seizures
in Angola, Namibia, Mozambique, and Zimbabwe
can be recalled. Nonetheless, despite the formidable
odds, the natives could open shops and compete with
the European firms. Many did and were successful.
There were rich African shopkeepers as well as tim-
ber merchants, transport owners, and farmers during
the colonial period. African natives have always
welcomed foreigners and foreign firms, provided they
were willing to play fair. And given the opportunities
and access to capital, African natives showed them-
selves capable of competing with the foreigners.

H. The Golden Age of Peasant Prosperity

The period 1880-1950 may be characterized as the
golden age of peasant prosperity in Africa. Though
colonialism was invidious, one of its little-known and
acknowledged “benefits” was the peace it brought
Africa. The slave trade and competition over resources
had fueled many of the tribal wars in pre-colonial
Africa—just as competition over mineral resources,
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in particular diamonds, fueled wars in Angola, Congo,
Liberia, and Sierra Leone in the twenty-first century.
The slave trade generates intense emotional reaction
among blacks. Unfortunately, however, there is much
confusion and mythology about African participation
in that abominable trade.

The abolition of the slave trade in the 1840s elim-
inated a cause bellum and made apparent the need
to provide an alternative to the trade in human cargo.
Toward this end, cash crops were introduced into
Africa. About this time, the industrial revolution was
gathering momentum in Europe. Factories needed
raw materials and markets for manufactured products.
Colonies could provide both: raw materials and mar-
kets. Tribal wars and rivalries virtually came to a halt,
although they flared up occasionally. Their ameliora-
tion gave Africa a much-needed atmosphere of peace
for productive economic activity. In addition, skele-
tal forms of infrastructure (roads, railways, bridges,
schools, post offices, etc.,) were laid down during
this period, which greatly facilitated the movement
of goods and people. This infrastructural develop-
ment really gave production and economic expansion
a tremendous boost. The secret to economic prosper-
ity in Africa is not hard to find. A mere three terms
unveil this secret: peace, infrastructure, and economic
freedom.

It is instructive to note that the economic system
used by the natives of Africa to generate their eco-
nomic prosperity in the 1880-1950 period was their
own indigenous systems. Except for a few places in
Africa, notably in the Portuguese colonies, plantation
agriculture was unknown. Cash crops were grown by
peasant farmers on their own individual plots, using
traditional farming methods and practices. In other
words, the natives prospered using their own existing
indigenous system with only minor modifications and
improvements. For example, the cultivation of cocoa
was not mechanized; it was a highly labor-intensive
undertaking.

Transportation of cocoa in the early twentieth cen-
tury was by human portage, which gave rise to the
pricing of cocoa by the “head load.” The building
of roads and the introduction of motor vehicles tre-
mendously improved the transportation of cocoa and
boosted exports. There were other improvements as
well: insecticides, spraying machines, and so on. But
the basic system of land tenure and the peasants’
discretion over what crops to grow, etc., were
unchanged. African peasants were generally not forced
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to cultivate any cash crops. Forced labor in the French,
Belgian, and Portuguese colonies was mainly for
construction purposes.

The fundamental point is that African natives had
the economic freedom to decide for themselves what
crops they could cultivate—cash crops or food crops—
and what to do with the proceeds. This economic free-
dom was a notable feature of their indigenous eco-
nomic system. Indeed, Kendall and Louw (1986)—two
white South Africans—noted: “The freedom that char-
acterized tribal society in part explains why black South
Africans responded so positively to the challenges of
a free market that, by the 1870s, they were out-compet-
ing whites, especially as farmers” (p. 4).

Though this freedom was circumscribed under
colonialism in central and southern Africa, the peas-
ants prospered during the colonial era. Why, then, were
they unable to continue prospering after independence?
The answer is obvious: their economic freedom was
somehow snatched from them. According to the Her-
itage Foundation and The Wall Street Journal 2016 Index
of Economic Freedom only nine African countries could
be classified as “Mostly Free” or “Moderately Free”:
Botswana, Cape Verde Islands, Ghana, Ivory Coast,
Madagascar, Morocco, Namibia, Rwanda, and South
Africa. No African country received a “Iree” rating
(www.heritage.org/index/ranking).

The move away from economic freedom came first
in South Africa, where according to Kendall and Louw

(1986):

Black success had tragic consequences. White colonists
feared black competition and this fear, combined with the
whites’ desire for cheap labor, resulted in a series of laws
that systematically denied blacks access to the market-
place and stripped them of any meaningful form of land
ownership. . . .(p. 4)

The truth is that white farmers felt threatened by
blacks. Not only were blacks better farmers, but they were
also competing with white farmers for land. Moreover,
they were self-sufficient and hence not available to work
on white farms or in industry, particularly in the Trans-
vaal gold mines where their labor was badly needed. As
a result, a series of laws was passed that robbed blacks
of almost all economic freedom. The purpose of these laws
was to prevent blacks from competing with whites and
to drive them into the work force. (p. 12)

In 1869, 1876, and 1884 the Cape Assembly passed
a series of Location Acts (the first set of apartheid laws)
that sought to protect white farmers from black com-
petition and to force blacks to become wage laborers

by working for white farmers. Then came the Native
Land Act of 1913; the rest is history. Even during
the apartheid era, South African officials grudgingly
acknowledged the industriousness of black farmers. For
example, in 1985, the Development Bank, a quasigov-
ernment agency, began financing small agricultural
credit programs, which involved dispensing a package
of aid (seed, fertilizer, a few implements, and basic
advice) to black subsistence farmers at a cost of $150
per farmer. According to the bank’s general manager,
Johan Kruger, these programs were “quite remarkably
successful.” The farmers significantly upgraded the
production of about 25,000 of these small holdings
and greatly improved their ability to feed their families.

“The perception that blacks can’t farm and that
people can’t make a living on small pieces of land in
South Africa is a fallacy,” Kruger said. “Provided they
have the necessary support services and infrastructure,
black farmers have shown that they can farm as well
as whites” (Washington Post, December 29, 1990; A14).

In the rest of Africa, the turn toward statism and the
attendant restrictions on economic freedom came after
independence. Support services and infrastructure
were not provided by new elites. Traditional Africa was
castigated by the elites as “backward and primitive.”
Peasant agriculture was neglected in favor of indus-
try. Chiefs and Africa’s traditional rulers were stripped
of their power and authority. Foreign ideologies were
imposed on the natives, and their economic freedom
was wrenched from them by “Swiss-bank socialists,”
while their economic prosperity was taxed and squan-
dered by vampire elites through a series of edicts, state
controls, and decrees.

After independence, many African governments not
only nationalized European companies, ostensibly to
prevent “foreign exploitation,” but also debarred the
natives from many economic fields. For example, after
Ghana gained independence, mining operations were
monopolized by the state, and indigenous gold mining
was declared illegal. In fact, “Anyone caught indulg-
ing in illegal gold prospecting, popularly known as
‘walamsey’ (gather them and sell), will be shot, a PNDC
representative announced to a workers’ rally in the
Western Region” (West Africa, March 1, 1982; 618).

In many other African countries, the natives were
squeezed out of industry, trade, and commerce, and
the state emerged as the domineering, if not the
only, player. Indigenous operators were not tolerated.
Indeed, there was a time when the director of the Club
du Sahel, Anne de Lattre, would begin her meetings
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with the frightening remark, “Well, there is one thing
we all agree on: that private traders should be shot”
(West Africa, January 26, 1987; 154). Under Sékou
Touré of Guinea’s nonsensical program of “Marx-
ism in African Clothes,” unauthorized trading became
a crime. The prices the natives received for their pro-
duce were dictated by governments, not determined
by market forces in accordance with African traditions.
Resources extracted from the natives were spent to
develop the urban areas for the elites. Supermarkets
were built for the elites and the indigenous markets of
the natives were neglected, becoming more crowded
and filthy. Recall how important the indigenous
markets were in traditional Africa. But postcolonial
African governments seldom cleaned, let alone built,
markets for the natives. Finally, after thirty years,

Workers at Kenya’s main market killed 6,000 rats, trucked
away 750 tons of garbage and sucked seventy tons of
human waste out of latrines in three days of the first
major cleanup of the market in thirty years, a government
minister said. The Wakulima Market, which supplies fresh
food to most of Nairobi's three million residents, was
a public health hazard, with rubbish piling up seven feet
deep in some places, said Local Government Minister
Musikari Kombo, who ordered the closing of the mar-
ket for cleaning last week. “We were lucky to be spared
a major outbreak of disease,” he said. City workers used
more than 42,000 gallons of water in the cleanup opera-
tion. (The New York Times, January 5, 2005; A6)

Botswana was the only black African country in the
postcolonial period that did not persecute its natives
but rather went back and built upon their indige-
nous roots. It paid off handsomely. In elegant brev-
ity, Newsweek (July 23, 1990) put the issue poignantly:
“Botswana built a working democracy on an aboriginal
tradition of local gatherings called kgotlas that resem-
ble New England town meetings; it has a record $2.7
billion in foreign exchange reserves (p. 28).

I. Botswana: The Shining Black Economic Star

Ensconced in the Kgalagadi (Kalahari) basin, Botswana
possessed all the ingredients for another postcolonial
black African economic disaster. Doomsayers gave the
country less than five years to self-destruct and evapo-
rate.

When it gained its independence from Britain in
September 1966, Botswana (formerly Bechuanaland)
was one of the twenty poorest countries in the world
with per capita income of only $40. Mines and com-
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mercial and farming enterprises were mostly owned by
South Africa. There were only five kilometers of tarred
road. Its society was composed of nine ethnic groups.

In addition, about 75 percent of the country’s
592,000 sq. km. was desert, bordered by largely infer-
tile areas. The bulk of its largely illiterate population
(about 80 percent) lived on only 20 percent of the land
area. There was a late-blooming diamond industry
and a poor cattle industry, but the country lacked the
technical know-how to develop other natural resources.
Constantly threatened by drought (which in 1985
caused a serious loss of 1,500 jobs), and dependent on
neighboring countries (which held it hostage to extra-
territorial occurrences), Botswana additionally had to
deal with foreign wars and the subsequent refugees.

After the ignominious 1976 Sharpeville massacre,
thousands of students fled South Africa to seek refuge
in Botswana. Soon afterward, a new wave of refugees
from Rhodesia swelled the numbers encamped in
Botswana from 3,000 to 21,000 by mid-1979, placing
severe strains on budgetary resources and social facil-
ities. Furthermore, Botswana was violently attacked
throughout the eighties by both Zimbabwe and South
Africa, who accused it of harboring guerillas among
the refugees.

At independence, Botswana’s prospects of surviv-
ing as a viable politico-economic entity were just about
equal to those of Mali or Burkina Faso (former Upper
Volta). Cameroon, Nigeria, and Zaire were far more
blessed with richer mineral wealth endowment, luxuri-
ant vegetation, modestly developed infrastructure, and
an economically active population. Even Ghana was in
a better “take-off” position. Yet, in spite of all its hand-
icaps, Botswana has managed to register an impressive
rate of economic advance, astonishing by any standard.

In a little less than two decades (1966 to 1986),
Botswana’s rate of economic growth averaged an
astounding 8 percent per annum while the South
African economy was limping along at a miserable
1.5 percent per annum between 1965 and 1985.
In 1988, for example, Botswana’s minister of finance
and development planning, Vice-President Peter
Mmusi, indicated that average real growth rate was
running at 14 percent annually and that per cap-
ita GDP was 2,800 pulas ($1,450)—ten times greater
than in 1978 (African Business, September 1988; 35).

Back in 1983, real GPD growth rate was a dizzying
26.3 percent and GDP per capita exploded from 755
pulas in 1982 to 2145 pulas in 1986. By 1991, GDP
per capita had reached 5,950 pulas (§2,439). Its GNP
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per capita of $2,530 in 1991 was the third highest in
Africa, after oil-rich, sparsely populated Gabon (§3,780)
and South Africa ($2,560) (African Business, September
1993; 14). Botswana’s foreign debt was $543 million in
1992 and its reserves stood at $3.4 billion, which, on a
per capita basis, were the highest in the world. Its debt
service ratio in 1992 was an insignificant 3.4 percent,
compared with the 53 percent of most African coun-
tries.

The first diamond mine to open was Orapain 1971.
By 1988, diamond production had reached 15.2 mil-
lion carats, earning about 85 percent of Botswana’s
export earnings of 2205 million pulas ($1,095 million).
The beef industry, too, underwent phenomenal expan-
sion, despite the denigration of African cattle and the
devastating droughts of 196566 and 1982-84 that
killed off a third of the national herd. Botswana began
to export meat to the European Economic Community
(EEC), which pays almost four times the world price
for this meat because of its quality. The Bostwana
Meat Commission’s meat processing plant at Lobatse
is the second largest in the world. There are other
slaughterhouses in Maun and Francistown to help
Botswana meet its 19,000 metric ton EEC quota.

Botswana’s economic performance has not been
matched anywhere on the African continent in the
postcolonial period. It used its own African economic
model, which was not copied from Asia, Russia, or
Jupiter. (Rwanda has done well, too, but its economic
miracle is not sustainable. This topic is discussed at
length in Appendix 3.) According to the Heritage Foun-
dation and TheWall Street JFournal’s 2016 Index on Economic
Freedom, “Botswana’s economy has been diversifying,
largely because of foreign investment attracted by low
taxes, political stability, and an educated workforce.
The country continues to set an example in the man-
agement of large endowments of natural resources.
The level of corruption is the lowest in Africa. An inde-
pendent judiciary enforces contracts effectively and
protects property rights” (www.heritage.org/index/
country/botswana).

Apart from Botswana, exceptions to the general eco-
nomic atrophy have been pitifully few. Recall the diffi-
culty the World Bank and Western governments have
had in finding “economic success stories” in Africa as
durable as Botswana’s. Across black Africa, Botswana
remains a shining star. Obviously, if Botswana can
succeed economically, the rest of the African coun-
tries can, too. But how? And what were the secrets to
Botswana’s success?

J. The Keys to Botswana's Success

Although various analysts have attributed Botswana’s
success to its mineral wealth in diamonds, a com-
bination of factors have contributed immensely to
creating the environment vital for economic prosper-
ity. Foremost has been the absence of civil and polit-
ical strife. Botswana society is multiracial, composed
of ethnic Batswana, Europeans, and Asians. These
various groups live peacefully together. Blatant acts
of discrimination or ethnic chauvinism are not com-
mon in Botswana. By contrast, violent ethnic clashes,
senseless and endless civil wars, and civil strife rage
in at least fifteen other African countries (Angola,
Burundi, Chad, Congo, Eritrea, Ethiopia, Ivory Coast,
Liberia, Nigeria, Rwanda, Sierra Leone, Somalia,
Sudan, Uganda, and Zimbabwe).

Second, Botswana enjoys political stability. This
stability was not engineered by a military dictator
or by declaring the country to be a one-party state.
Botswana is a parliamentary democracy based upon
a multiparty system. The main political parties are
the ruling Botswana Democratic Party, the Botswana
National Front, and the Botswana People’s Party.
Multiparty democracy, contrary to the claims by
Presidents Moi of Kenya, Kaunda of Zambia, and
other African dictators, did not degenerate into “tribal
politics” in Botswana.

Third, the Botswana government has pursued
strikingly prudent economic policies, allowing prag-
matism, rather than emotional rhetoric, to prevail.
The Botswana government’s commitment to mixed
economy has not been directed toward nationaliza-
tion—no such takeovers have occurred—but rather
toward the provision of good infrastructural support.
Revenues from minerals, customs union payments,
and donor funds were devoted largely to investment
in infrastructure and to providing greater public access
to basic needs: water, health care, and primary educa-
tion. In Botswana, parastatals were only established
to plug the gaps or overcome the deficiencies in the
private sector, rather than to compete with or seek
to replace the private sector, as was the case in many
African countries, especially Tanzania, which took
a “socialist” bent.

Fortunate enough to have an ex-minister of finance
as president (Masire), the government pursued judi-
cious macroeconomic policies of saving windfalls and
avoiding excessive government spending during export
boom years. These savings provided the cushion to ride
out the lean years.
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By contrast, when sharply rising oil prices boosted
exports from $4 billion in 1975 to $26 billion in 1980,
Nigeria went on an import binge. It splurged on pres-
tigious projects, including a $25 billion new capital
at Abuja, while vampire politicians transferred as
much as $15 million a day illegally out of the country.
Nigeria even neglected agriculture, preferring to import
food using cheap oil dollars. Rising public expendi-
tures fueled by oil revenues shifted production from
agriculture to services. When the price of oil col-
lapsed, so did Nigeria’s export receipts. By 1986, they
were down to $6 billion, while external debt rose from
$5 billion in 1980 to $25 billion in 1986. The booms
in coffee, cocoa, and copper prices in the 1970s
elicited similar extravagant spending by governments
in Ghana, Ivory Coast, Kenya, Uganda, and Zaire.
Other Third World countries such Mexico, Brazil,
and Colombia, acted similarly, squandering windfall
profits from export booms only to find themselves in
a debt crisis when markets collapsed.

Fourth, largely due to Botswana’s openness and
a vibrant press, there is a refreshing absence of cor-
ruption—the bane of many African regimes. Botswana
has a lively free press and freedom of expression. Apart
from the government newspaper, The Daily News, and
the government monthly magazine, ARutlwano, the
country has three weekly private newspapers and four
locally produced monthly magazines. The local publi-
cations are not subject to censorship. In addition, for-
eign papers and magazines are widely available.

Commenting on the political process in Botswana,
Professor Patrick Mulotsi, a lecturer in sociology at the
University of Botswana, was quite pithy: “If you look
at the prerequisites of liberal democracy, the rule of
law has been highly respected. A lot of people can say
a lot of things with relatively little fear. There has been
alot of response by the ruling party to debates with the
opposition” (The New York Times, May 16, 1990; A6).

Botswana can find solutions to its economic prob-
lems because it permits free debate and freedom of
expression. By contrast, the rest of black Africa is
mired in an economic quagmire, for want of ideas and
solutions to extricate itself. Intellectual repression pre-
vents those with ideas from coming forward. Besides
Botswana, only seven other African countries (Benin,
Cape Verde Islands, Ghana, Mali, Mauritius, Sao
Tome and Principe, and South Africa) of the fifty-four
tolerate freedom of expression and criticism of foolish
government policies. And many of these same coun-
tries have ratified the Organization of African Unity’s
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Charter of Human and Peoples’ Rights, Article 9 of
which guarantees freedom of expression.

Fifth, Botswana did not ignore its indigenous roots.
It built upon its native system of kgotlas, whereby chiefs
and councilors meet “under a tree” to reach a consen-
sus on important matters. In fact, cabinet ministers
are required to attend weekly kgotla meetings. As Fred
Dira, an African journalist, explained:

When they were initiated, kgotla meetings were meant
to be totally apolitical. They were to be meetings at
which government ministers and members of Parliament
would brief local communities about official policies and
programs, or about issues discussed or to be discussed
in Parliament. It was also part of the tradition of kgotla
meetings that if they were convened by the president
or any of his ministers, the respective members of
Parliament would not only be present, but would also
be given some role to play at the meeting. This was
in recognition of the fact that at such meetings, MPs
shared the role of host with the chiefs (Mmegi/The
Reporter, May 12-18, 1995; 7).

Such was the case in 1991, when the government
tried to explain a $25 million Okavango River irriga-
tion project to the villagers at a kgotla in the northern
town of Maun. Irate villagers let loose their opposition:
““You will dry the delta! We will have no more fish
to eat! No more reeds to build our houses!” a village
elder screamed” (Washington Post, March 21, 1991; A3).
For six hours, they excoriated government officials
for conceiving of such a dastardly project. Buckling
under the wrath of the people, the government can-
celed the project. Only in Botswana could this happen,
giving true meaning to such terms as “participatory
development,” “bottom-up development approach,”
“grassroots development,” and “popular participation
in development.”

Furthermore, in Botswana, “Chiefs still exercise
considerable local authority and influence which can
act as a check on too precipitate action by the govern-
ment and can even swing local elections” (Colclough
and McCarthy 1980, 38). Asked why Botswana has
had better leaders than the rest of Africa, Zibani
Maundeni of the University of Botswana replied that
indigenous Tswana culture has helped: “Before any
big decision [Tswana leaders] consulted the general
population. There was a strong culture of hearing
the views of ordinary people” (The Economist, Novem-
ber 6, 2004; 50). In the rest of black Africa, chiefs
saw their powers and authority reduced: the indige-
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nous system of participatory democracy and the tra-
dition of reaching a consensus were spurned, and,
in their place, African elites and intellectuals erected
one-man dictatorships and de facto apartheid regimes.

Of course, Botswana has had problems with income
distribution and AIDS. But its economic success
demonstrates that Africa does not have to renounce
its indigenous culture to advance economically. The
Japanese did not. “Japan’s postwar success has demon-
strated that modernization does not mean Westerniza-
tion. Japan has modernized spectacularly, yet remains
utterly different from the West. Economic success in
Japan has nothing to do with individualism. It is the
fruit of sheer discipline—the ability to work in groups
and to conform” (editorial in the Bangkok Post quoted
in The Washington Times, November 9, 1996; A8).

REVIEW QUESTIONS

1. How are prices determined in traditional African
markets? (20 points)

2. Why is market activity in traditional Africa
dominated by women? (20 points)

3. How do African peasants raise money to start
a business? (20 points)

4. Explain the difference between the Western
capitalist and the traditional African system.

(20 points)

5. a. What is meant by “communal ownership”?

(10 points)

b. Is land communally owned? If not, what problems
does mischaracterization create? (10 points)

6. a. What economic activities were controlled by the
tribal or traditional government? (10 points)

b. What would happen if a chief forbade someone
from, say, fishing? (10 points)

7. a. Why are the vast majority of African peasant
farmers women? (10 points)

b. Why do women dominate market activity?

(10 points)

8. Explain what would happen if a chief attempted
to fix prices in traditional African markets. (20 points)

9. What accounted for the stupendous success of the
African peasants in generating prosperity for them-
selves in the period 1880 to 1950?

10. What are the secrets of Botswana'’s success?
(20 points)
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Chapter Five
THE AFRICAN DEVELOPMENT CONUNDRUM

“In this country, much noise is being made about the exploitation of the people . . .
But as far as | am concerned, it is the STATE, as the Chief Vanguard, and her so-called Public Servants,
Civil Servants which actually exploit others in the country . . .”

—A Ghanaian peasant, Amoafo Yaw (Daily Graphic, Accra, February 17, 1982; 3)

Why Africa Failed to Develop

Despite its immense mineral wealth, Africa failed to
develop in the postcolonial period, which, for this book,
1s defined as 1960 to 2017. The development that took
place occurred in small countries such as Botswana,
Ghana, Mauritius, Rwanda, and Uganda. Even then,
the number of success stories keeps changing,

Several countries—such as Central African Repub-
lic (CAR), DR Congo, Liberia, Libya, Somalia, and
South Sudan—are generally regarded as failed states.
Among other characteristics, such states exhibit total
government dysfunction, complete breakdown of
security, law, and order. Basic social services cannot
be guaranteed in a failed state. In other words, the
people must fend for themselves—provide for them-
selves clean water, sanitation, electricity, and so on.
Failed states often resulted from prolonged civil
wars and would take hundreds of billions of dollars
to stitch them back together again.

The Causes of Africa’s Crisis

Except for a few countries mentioned in the introduc-
tion, the vast majority of African countries are wracked
by crisis upon crises: foreign debt crisis, agricultural
crisis, food crisis, population crisis, refugee crisis,
electricity crisis, and so on. On the causes of these
crises, there have been two schools of thought: the
externalists and the internalists.

The Externalists: The externalists believe that
Africa’s woes have been caused by external factors.
Disciples of the externalist school include most African
leaders, scholars, and intellectual radicals. For decades
the externalist position held sway, attributing the causes
of almost every African problem to such external
factors as Western colonialism and imperialism, the

pernicious effects of the slave trade, racist conspiracy
plots, exploitation by avaricious multinational corpora-
tions, an unjust international economic system, inade-
quate flows of foreign aid, and deteriorating terms of
trade.

In his book, The Africans, the late African scholar
and historian Professor Ali Mazrui examined the Afri-
can crists, claiming that almost everything that went
wrong in Africa was the fault of Western colonialism
and imperialism. “The West harmed Africa’s indige-
nous technological development in a number of ways”
(p- 164). He attributed Africa’s collapsing infrastruc-
ture (roads, railways, and utilities) to the “shallowness
of Western institutions,” “the lopsided nature of colo-
nial acculturation,” and “the moral contradictions of
Western political tutelage” (p. 202). In fact, he wrote,
“the political decay is partly a consequence of colo-
nial institutions without cultural roots in Africa”
(p- 199). Therefore, self-congratulatory Western asser-
tions of contributing to Africa’s modernization are
shallow: “The West has contributed far less to Africa
than Africa has contributed to the industrial civili-
zation of the West” (p. 164). Decay in law enforcement
and mismanagement of funds were all the fault of
Western colonialism too.

“The pervasive atmosphere in much of the land
1s one of rust and dust, stagnation and decay, espe-
cially within those institutions which were origi-
nally bequeathed by the West” (p. 210). They signal
“the slow death of an alien civilization” (p. 204) and
Africa’s rebellion “against Westernization masquer-
ading as modernity” (p. 11). Western institutions are
doomed “to grind to a standstill in Africa” or decay:.
“Where Islam is already established, the decay of West-
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ern Civilization is good for Islam since it helps to neu-
tralize a major threat” (p. 19).

Many African leaders also subscribed to and
espoused similar views—that the causes of Africa’s
crises were externally generated. In fact, since inde-
pendence in the sixties, almost every African malaise
was ascribed to the operation or conspiracy of extrinsic
agents. The leadership was above reproach and could
never be faulted. President Mobutu even blamed cor-
ruption on European colonialism. Asked who intro-
duced corruption into Zaire, he retorted: “European
businessmen were the ones who said, ‘I sell you this
thing for §1,000, but $200 will be for your (Swiss bank)
account’ (New African, July 1988; 25).

In his address to the third Congress of the Dem-
ocratic Union of Malian People, President Moussa
Traore observed that

The world economy is passing through a period charac-
terized by monetary disorder and slow trade exchanges.
The worsening crisis is affecting all countries, particularly
developing countries.

Due to the difficult situation, which is compounded by
the serious drought, socio-economic life has been affected
by serious imbalances that have jeopardized our coun-
try’s development growth. Debt servicing, characterized
mainly by state-to-state debts, are a heavy burden on
the state budget. The drop in the price of cotton, which
accounts for much of the country’s foreign earnings, has
led to a great reduction in export earnings. (West Africa,
May 16, 1988; 876)

“President Daniel arap Moi accused the IMF and
other development partners of denying Kenya devel-
opment funds, thus triggering mass poverty” (The
Washington Tumes, June 3, 1999; A12). According to the
chairman of Ghana’s ruling NDC, Issifu Ali, whatever
economic crisis the nation is going through has been
caused by external factors. “He said the NDC has since
1982 adopted pragmatic policies for the progress of
Ghana, adding that the macro-economic environment
of 1999 has been undermined by global economic
developments” (7he Independent, November 18, 1999;
3). According to <imbabwe Independent (April 27, 1999),
“Mugabe rejects the criticism of those who blame the
government for the economic crisis. It is, he says, the
fault of greedy Western powers, the IME, the Asian
financial crisis and the drought” (p. 25). He also blamed
British colonialists, racists, and “snakes” (whites) for
ruining his country’s economy.

Of course, African leaders blamed everybody else
except themselves. The New Economic Partnership for
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African Development (NEPAD) claimed that Africa’s
impoverishment has been accentuated by colonialism
and other historical legacies, such as the Cold War and
the unjust international economic system. Colonial-
ism subverted the “traditional structures, institutions,
and values,” creating an economy “subservient to the
economic and political needs of the imperial powers”
(NEPAD, 2001; para 21). Colonialism, according to
NEPAD, retarded the development of an entrepre-
neurial and middle class with managerial capability.
At independence, Africa inherited a “weak capital-
ist class,” which explained the “weak accumulation
process, weak states, and dysfunctional economies”
(NEPAD, 2001; para 22). More recent reasons for
Africa’s dire condition included “its continued margin-
alization from globalization process” (NEPAD, 2001;
para 2). NEPAD sought $64 billion in investments
from the West. But even Africa’s children no longer
buy NEPAD’s list of excuses.

As mentioned in Chapter 1, Chernoh Bah, presi-
dent of the Children’s Forum, boldly asserted that Afri-
ca’s socio-economic problems are not primarily caused
by external forces, but are the result of incompetent
and corrupt political leaders who usurped political
office via the gun. “Some blame colonialism for Africa’s
plight while others blame the continent’s harsh climatic
conditions. I think the reason is the kind of political
systems we have had over the past decades,” he said.
(Standard Tumes [Freetown], April 2, 2003; web posted).

At the United Nations Children’s Summit held in
May 2002 in New York, youngsters from Africa ripped
into their leaders for failing to improve their education
and health. “You get loans that will be paid in twenty
to thirty years and we have nothing to pay them with,
because when you get the money, you embezzle it,
you eat it,” said twelve-year-old Joseph Tamale from
Uganda (BBC News, May 10, 2002).

Over the decades, the externalist orthodoxy pro-
gressively lost its credence. It became apparent that the
excuse of colonialism had been overused by African
leaders to conceal their own failures and incompetence.
The first blow came with the collapse of the former
Soviet Union in 1989, from where many African leaders
borrowed their ideas and style of governance. After the
demise of the former Soviet Union, African “emper-
ors” suddenly found themselves without any clothes.
The African people were no longer willing to put up
with tired and arcane excuses. In many countries, they
rose up in rebellion, demanding change. In 1990-1994,
what was generally referred to as “winds of change”
swept through Africa, toppling longstanding autocrats,
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culminating in the dismantling of apartheid in South
Africa and its first democratic elections in March 1994.

With a new openness, occasioned by a freer media
and freer flow of information, there were revelations
that many of the African leaders who railed against
colonial exploitation had themselves amassed huge
personal fortunes in Swiss bank accounts. This irony
or hypocrisy led to the rapid growth of the internalists.

The Internalists: Internalists are the new and
angry generation of Africans who are fed up with
African leaders who refuse to take responsibility for
their own failures and instead use colonialism and
other external factors to divert attention from their bad
decisions. Internalists believe that, while external fac-
tors have played a role, the internal factors are far more
significant in causing Africa’s crisis. This school of
thought maintains that while it is true that colonialism
and Western imperialism did not leave Africa in good
shape, Africa’s condition has been made immeasur-
ably worse by wmternal factors: misguided leadership,
misgovernance, systemic corruption, capital flight,
economic mismanagement, declining investment,
collapsed infrastructure, decayed institutions, sense-
less civil wars, political tyranny, flagrant violations
of human rights, and military vandalism. In fact, one
can identify a whole lot more, but these will suffice.

At the OAU Summit in Lome on July 10, 2000,
“United Nations Secretary-General Kofi Annan told
African leaders that they are to blame for most of the
continent’s problems” (Daily Graphic, July 12, 2000; 5).
Ordinary people are speaking out too. Said Akobeng
Eric, a Ghanaian, in a letter to the Free Press (March
29-April 11, 1996): “A big obstacle to economic growth
in Africa is the tendency to put all blame, failures, and
shortcomings on outside forces. Progress might have
been achieved if we had always tried first to remove the
mote in our own eyes” (p. 2).

Angry at deteriorating economic conditions in
Ghana, thousands of Ghanaians marched through the
streets of the capital city, Accra, to denounce the ruling
regime of President Rawlings. “If Jerry Rawlings says
the current economic crisis is due to external forces and
therefore beyond his control, then he should step aside
and allow a competent person who can manage the
crisis to take over,” Atta Frimpong demanded (7%e
Ghanaian  Chronicle, November 29, 1999; 1). Appiah
Dankwah, another protestor blamed the NDC govern-
ment for mismanaging the resources of the nation.

In Zimbabwe, the people did not buy President
Mugabe’s claim that “Britain, greedy Western powers,

the IME the Asian financial crisis, and the drought”
were responsible for the country’s economic mess.
They rejected his request for constitutional revisions
to give him more draconian powers in a February 15,
2000, referendum, handing him his first political defeat
in twenty years of virtually unchallenged rule.

Before crossing a road, the average intelligent person
looks BOTH ways or risks being hit by a truck. Africa
is in bandages because many of its leaders looked only
one way—at the external causes.

Independence and Aftermath

After winning independence for their respective
countries, African nationalist leaders were hailed as
liberation heroes, swept into office with large parlia-
mentary majorities and deified. Kwame Nkrumah of
Ghana, for example, rejected democracy as an “impe-
rialist dogma” while others dismissed it as “luxury
Africa could not afford.” Capitalism was rejected as
a Western colonial ideology in one monumental
syllogistic error. Colonialism was evil and since the
colonialists were capitalists, it too was evil. Socialism,
the antithesis of capitalism, was adopted. They failed
to distinguish between African forms and Western
forms of democracy and capitalism.

Every effort was made to eradicate the vestiges
of colonialism and protect the new nations against
foreign exploitation. Even names of cities and towns
were changed. As we saw in Chapter 3, a plethora
of state controls was instituted to ensure state partici-
pation in the economy as well as control of the com-
manding heights of the economy by an all-powerful
leader, ostensibly to eradicate poverty and fight the
colonialist enemy. The results, however, were defective
political and economic systems which concentrated
power in the hands of the state and ultimately one
individual. Such political systems were characterized
by “one-man rule” (sultanism or one-party states), while
economic systems of “statism,” or dirigisme, brought
economic activity under the heavy hand of the state.

No effort was made to build on Africa’s own indig-
enous institutions; only Botswana did this. The indig-
enous systems were castigated as backward and prim-
itive that could not be relied upon to achieve the rapid
transformation the leaders desired. Foreign systems
and paraphernalia were blindly aped and transplanted
into Africa. As such, no organic development took place
but rather “development by imitation.” American
farmers use tractors; so too must Africa. London has
double-decker buses; so too must Lagos. Rome has
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a basilica; so too must Yamoussoukro (Ivory Coast).
France once had an emperor; so Bokassa of the Central
African Republic spent $25 million to crown himself
“emperor.” The United States has a space program; so
Nigeria spent $39 million to develop one for weather
forecast. The continent is littered with the putrid car-
casses of failed foreign systems.

Romanesque Basilica in Ivory Coast

To initiate development, it was widely held that the
African states needed wide-ranging powers to marshal
the resources from the rural area and channel them
into national development. Extensive powers were con-
ferred upon African heads of state by rubber-stamp
parliaments. Other heads of state simply arrogated
unto themselves these powers. If a piece of land was
needed for highway construction, it was simply appro-
priated by the state, and if an enterprise was needed,
it was established by the government without any
consultation with the people it was intended to benefit.

In this way, nearly a/l African governments, regard-
less of their ideological predilections, came to assume
immense powers. Most of these powers were ultimately
vested in the hands of the head of state. As President
Felix Houphouet-Boigny of Ivory Coast put it suc-
cinctly: “Here in Ivory Coast, there is no Number 1,
2, or 3. I am Number 1 and I don’t share my deci-
sions” (West Africa, August 8, 1988; 1428). Next door
in Ghana, The Ghanaian Chronicle wrote in an editorial
on November 1, 2000,

For 20 years, Rawlings has been the government of Ghana.
It is only Rawlings who has to take decision for almost
anything. Most Officers are unwilling or tardy in taking
decisions which may not please Rawlings. He is the king-
pin of every action. Many times, this singular central-piece
performance is relegated to close confidants or Madam.
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The drift toward state interventionism and develop-
ment planning, however, was accentuated by the social-
ist ideology. After independence, many African elites
and intellectuals argued for an ideology to guide the
government on the road to development. The choice
almost everywhere was socialism. The dalliance and
fascination with socialism emerged during the struggle
for political independence and freedom from colonial
rule in the 1950s. Many African nationalists harbored
a deep distrust and distaste for capitalism because
of its perceived association with colonialism. In fact,
capitalism and colonialism were adjudged to be iden-
tical and since the latter was evil and exploitative so
too must be the former. Socialism, the antithesis of
capitalism, was advocated as the only road to Africa’s
prosperity.

In the 1950s and 1960s, socialism and develop-
ment planning was very much in vogue across the
Third World. The case for planning rested on four
economic arguments. The first argument was the
familiar imperfect “market failure” argument. Markets
in developing countries are characterized by imper-
fections in structure and operation. Commodity and
factor markets are often poorly organized and the
existence of “distorted prices” often means that pro-
ducers and consumers are not responding to economic
signals and incentives which truly reflect “real” costs
to society. This failure of the market to price factors
of production correctly often leads to a divergence
between social and private valuations of alternative
investment projects and ultimately to misallocation
of present and future resources.

Externalities formed the basis of the second argu-
ment. Financial and skilled manpower resources are
limited in the Third World and must therefore be
utilized where their effects would be most widely felt;
that 1s, with the greatest linkages or external econo-
mies. Private investors may be unable or unwilling
to undertake investment large enough to exploit these
externalities. Further, competitive markets may not
only generate less investment but may also direct this
investment into socially unproductive, speculative
ventures (hoarding and overconsumption of goods
for the rich) and ignore the extra benefits that would
accrue from a planned and coordinated long-term
investment program.

The third argument was national cohesion.
A developing country is often composed of a fractiously
diverse and fragmented population. The adoption of
a development plan may help rally the people behind
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the government in a national campaign to eradicate
poverty, ignorance, and disease. By mobilizing popu-
lar support across class, caste, and racial, religious, and
ethnic divisions, a government may be able to “unite”
the people in a collective effort to build the nation.

Foreign aid provided the fourth argument. The
formulation of detailed development plans with spe-
cific sectoral output targets and carefully designed
investment projects was often a necessary condition
for the receipt of bilateral and multilateral foreign aid.
The existence of such a plan “convinced” foreign
donors of the commitment and seriousness of the
recipient government’s intentions about development.
Indeed, it was deemed an unpardonable travesty for
an LDG (Lesser-Developed Country) government not
to possess a development plan.

In Africa, these arguments were reinforced by the
continent’s especial circumstances and historical expe-
rience. Markets were simply assumed to be non-ex-
istent or severely underdeveloped. Even where they
existed, they were rejected as an allocative mechanism
since Africa’s peasants were assumed to be unrespon-
sive to market or price incentives. Bound by the chains
of tradition, it was believed these peasants produced
only the bare minimum to feed themselves (subsistence
agriculture).

Perhaps the most compelling need for development
planning, in the eyes of African leaders, was Africa’s
colonial legacy. Colonial objectives were not to develop
Africa but to undertake only such forms of develop-
ment as were compatible with the interests of Euro-
pean metropolitan powers. Since they were mostly
industrialized, the colonies were envisaged to func-
tion as non-industrial appendages to the metropolitan
economy: consumers of European manufactured
goods and providers of minerals, agricultural, and
sylvan commodities. As a result, the development
of the colonial economies was perniciously “skewed”:
over-specialized in one or two main cash crops
(mono-export culture), making African economies
highly vulnerable to oscillations in commodity prices
on the world market.

Specialization in cash-crops, it was argued, also
destroyed Africa’s ability to feed its people and supply
their other needs internally. Most domestic industries
collapsed from competition: from cheaper, and prob-
ably better, imported manufactures. Because of col-
lusion among foreign firms and discrimination from
colonial banks, the modern sector was completely
in foreign hands. Thus, most of the surplus profit

generated by the economy flowed overseas and was
not invested in the colony. Local industrialization was
flatly discouraged.

The prime motivating force behind colonialism
was exploitation, not social development. Infrastruc-
tural facilities provided by the colonialists were pitiful.
Only a few roads, schools, and hospitals were built.

As Nkrumah (1973) scolded:

Under colonial rule, foreign monopoly interest had tied
up our whole economy to suit themselves. We had not
a single industry. Our economy depended on one cash
crop, cocoa. Although our output of cocoa is the largest
in the world, there was not a single cocoa processing
factory. There was no direct rail link between Accra and
Takoradi. There were few hospitals, schools, and clinics.
Most of the villages lacked a piped water supply. In fact
the nakedness of the land when my government began
in 1951 has to have been experienced to be believed.”
(p. 395)

Kwame Nkrumah of Ghana, Julius Nyerere of
Tanzania, and other African leaders vowed to demol-
ish that miserably distorted colonial economic struc-
ture Africa had inherited and erect in its place alter-
natives that would serve the needs and interests of
Africa, not those of Europe. To accomplish this, Africa
could not rely on markets, which in any case were
introduced by the colonialists and as such constituted
decaying relics of the old colonial order. Nor could
Africa rely on its peasants for an agricultural revolu-
tion because, according to Nkrumah, these peasants
were “too slow to adapt or change their practices to
modern, mechanized scientific methods” (Uphoff
1970; 602).

True African development, according to these lead-
ers, required a carefully planned and massive trans-
formation of African economies. Such an investment
could only be undertaken by the state. Furthermore,
transformation of African societies required state
control of the economy, setting the stage for mas-
sive state interventionism in the 1950s and 1960s in
Africa. In Francophone Africa, industries were nation-
alized, tariff’ barriers erected, and the state assumed
near-total control of the national economy (Africa
Analysis, October 2000). Rather interestingly, the
World Bank, USAID, the US State Department, and
even development experts from Harvard University
supported these arguments and channeled much aid
resources to African governments (Bandow 1986).
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Socialist Transformation

Although there was a general disposition among
African leaders to erase the “exploitative, capitalistic
tendencies of colonial structures,” there were sharp
individual differences between them on the need for
the ideology. Kwame Nkrumah of Ghana, generally
regarded as the “father of African socialism,” was
convinced that “only the socialist form of society can
assure Ghana of a rapid rate of economic progress
without destroying that social justice, that freedom
and equality, which are a central feature of our tradi-
tional way of life” (Seven-Tear Development Plan. Accra:
Government of Ghana, 1963; 1).

Nyerere of Tanzania, on the other hand, misread
the communalism of African traditional life as read-
iness for socialism, which he was first exposed to during
his schooling in Scotland. He castigated capitalism
or the money economy, which in his view, “encour-
ages individual acquisitiveness and economic com-
petition” as if there were something wrong with
economic competition. The money economy
was, in his purview, foreign to Africa and it “can
be catastrophic as regards the African family social
unit.” As an alternative to “the relentless pursuit
of individual advancement,” Nyerere insisted that
Tanzania be transformed into a nation of small
scale communalists (Ujamaa) (Nyerere 1962).

Accordingly in 1973, Tanzania undertook massive
resettlement programs under “Operation Dodoma,”
“Operation  Sogeza,” “Operation Kigoma,” and
many others. Peasants were loaded into trucks, often
forcibly, and moved to new locations. Many lost their
lives in the process and to prevent a return to their old
habitats, abandoned buildings were destroyed by
bulldozers. By 1976, some 13 million peasants had
been forced into 8,000 co-operative villages and by the
end of the 1970s, about 91 percent of the entire rural
population had been moved into government villages
(Zinsmeister 1987). All crops were to be bought and
distributed by the government. It was illegal for the
peasants to sell their own produce.

In the rest of Africa, planned socialist transforma-
tion of Africa meant the institution of a plethora of
legislative instruments and controls. All unoccupied
land was appropriated by the government. Roadblocks
and passbook systems were employed to control the
movement of Africans. Marketing Boards and export
regulations were tightened to fleece the cash crop
producers. Price controls were imposed on peas-
ant farmers and traders to render food cheap for the
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urban elites. Under Ahmed Sékou Touré of Guinea’s
program of “Marxism in African Clothes,”

Unauthorized trading became a crime. Police roadblocks
were set up around the country to control internal
trade. The state set up a monopoly on foreign trade and
smuggling became punishable by death. Currency traf-
ficking was punishable by 15 to 20 years in prison. Many
farms were collectivized.

Food prices were fixed at low levels. Private farmers
were forced to deliver annual harvest quotas to “Local
Revolutionary Powers.” State Companies monopolized
industrial production. (The New York Times, December 28,
1987; 28)

Under Nkrumah, socialism as a domestic policy in
his Seven-Year Development Plan was to be pursued
toward “a complete ownership of the economy by
the state.” A bewildering array of legislative controls
and regulations were imposed on imports, capital
transfers, industry, minimum wages, the rights and
powers of trade unions, prices, rents, and interest rates.
As discussed in Chapter 3, many of the controls
originally introduced by the colonialists, and supposed-
ly a violation of the people’s rights, were continued
and even expanded by Nkrumah. Numerous private
businesses were taken over by the Nkrumah govern-
ment and nationalized. Even in so-called capitalist
countries like Ivory Coast and Kenya, results were gov-
ernment ownership of most enterprises, and distrust
of private-sector initiative and foreign investment.

The Emphasis on Industrialization

Most African leaders equated development with
industrialization. The logic was elegantly simple: the
developed countries were industrialized and there-
fore development meant industrialization. However,
Nkrumah, for example, was skeptical about basing
Ghana’s industrialization on an indigenous entrepre-
neurial class, which, at any rate, hardly existed in suffi-
cient numbers in the 1950s. Various attempts had been
made to promote and expand Ghanaian entrepre-
neurs in the late 1950s, but Nkrumah became quickly
disillusioned in these efforts and the capability of nas-
cent Ghanaian entrepreneurs to industrialize Ghana
at the speed he desired. In a broadcast on October 9,
1960, he revealed his government policy on private
enterprise:

| have stated that the economic structure is divided into
four different sectors: the state-owned sector, the joint
state-private enterprise sector, the co-operative sector,
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and the purely private sector. | have also stated that the
Government intends to place far greater emphasis on
the development of Ghanaian co-operatives rather than
encourage Ghanaians to start private business enterprises.

In the past, the Government has given considerable
assistance to Ghanaian private enterprise but the result
has been negligible and disappointing. So disappointing
in fact that the Government feels that its assistance must
be channeled in a more productive manner (quoted in
Killick 1978, 120).

Nkrumah went further than merely channeling
resources to the state. When in May 1961, W. A. Wiafe,
a leading businessman in Parliament, criticized Nkru-
mah’s government policies for the confusion they had
created in the commercial life of the country to the
detriment of African businessmen, he was promptly
imprisoned without trial under the Preventive Deten-
tion Act of 1961 (Garlick 1971; 121). Also, C. C. K.
Baah, another businessman and government back-
bencher, had to flee the country when he criticized
the government’s attitude toward private enterprise.

More dramatic, however, was the testimony of
Mr. Ayeh-Kumi before the Ollennu Commission
(1967), which was set up after Nkrumah was overthrown
in 1966 to investigate allegations of corruption in
the granting of import licenses. Ayeh-Kumi tendered
in evidence a document memoradum prepared by
Mr. Amoako-Atta (former minister of finance) and
Mr. Djin (former minister of trade) outlining Nkru-
mah’s policy directions regarding big European
business and Ghanaian traders. He testified that:

It has been the system to gradually stifle the big busi-

nessmen and the small Ghanaian businessmen in this

country to be replaced by State Corporations, and there
has been a move towards this in putting all sorts of
inconveniences in the way of merchants and traders
in the country. The steps to be taken against them
were income tax, various types of taxation, (import)
license restrictions; African businessmen must not be
given licenses and if they persisted they should be given
such licenses as would make them incapable of doing
business. (Ollennu Report 1967; 10)

Overtly and surreptitiously, there was a massive
transfer of investable resources to the state for invest-
ment in those economic fields with “low and slow”
returns. The rapid growth of the state’s share in cap-
ital formation was reflected in the fact that by 1965
it had jumped to 65 percent from 25 percent in 1958
(Economic Survey of Ghana, 1969; 24).

New factories, roads, schools, and bridges were built
at an incredible speed. The beneficiary of the govern-
ment’s investment thrust was the industrial sector, to
the almost total neglect of the peasant or rural sector.
There was a sharp rise in the number of manufactur-
ing concerns owned wholly or partly by the state. The
state’s share in gross manufacturing rose from 11 per-
cent in 1962 to a little over 25 percent in 1967.

Nkrumah was explicit about his emphasis on indus-
try:

Industry rather than agriculture is the means by which

rapid improvement in Africa’s living standards is possible.

There are, however, imperial specialists and apologists

who urge the LDCs to concentrate on agriculture and

leave industrialization for some later time when their
population shall be well fed. The world's economic
development, however, shows that it is only with advanc-
ed industrialization that it has been possible to raise
the nutritional level of the people by raising their levels
of income. (Nkrumah 1957; 7)

The strategy on industrialization was based upon
import substitution (I-S) and state ownership. High
tariff walls were erected to protect I-S industries that
were expected to conserve foreign exchange by replac-
ing goods previously imported. Securing a domestic
market for I-S industries and assuring a ready supply
of imported inputs was one of the objectives of the
import licensing program.

When Nkrumah belatedly recognized the immense
contribution that agriculture could make to the coun-
try’s economic development, he took his socialist
program to that sector as well. This resulted in increas-
ed state participation and massive investments in the
agricultural sector, which was to be mechanized and
diversified. Nkrumah also saw mechanization and
socialization as the quickest means of achieving the
agricultural revolution. But as previously stated, he
believed Ghanaian entrepreneurs and peasant farmers
would be too slow on their own to adapt to the “mod-
ern” methods he envisioned (Uphoff 1970; 602).

To realize the potential contribution of these farm-
ers toward the agricultural revolution, they were to be
taught and encouraged to adopt modern farming tech-
niques through extension services and demonstration
(state) farms. This came across clearly in Nkrumah’s
public speeches:

Mr. Speaker, the backbone of Ghana's agriculture has
always been its farmers who, particularly in recent years,
have made a fine contribution to the economy and
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expressed their patriotism in a number of unselfish ways.
The developments the Government is proposing in the
areas of State and Co-operative farming will bring them
a share of local facilities they have so long been denied.
More than this, they will have the opportunity to share
in the up-to-date techniques of farming that must be
employed if greater yields and diversity of crops are to
be attained.

| want our farmers to understand that the State Farms
and Co-operative enterprises are not being encouraged
as alternatives to peasant farming. The interest of peas-
ant farmers will not be made subservient to those of the
State Farms and Co-operatives. We need the efforts of our
individual farmers more than ever if we are to achieve,
at an increased pace, the agricultural targets we have
set [for] ourselves. We look to our individual peasant
farmers for the enlargement of investment in our agri-
culture. (Nkrumah 1973, 195; reprint of speech to the
National Assembly on March 11, 1964)

Mechanization was to be the guiding principle
of the agricultural revolution for reasons other than
increased productivity. 'To Nkrumah, industrialization
and development were synonymous with the adoption
of advanced machinery. To demonstrate and encour-
age the use of modern farming techniques, he set up
and designated the following bodies with those respon-
sibilities: the United Ghana Farmers Council was
charged with organizing co-operatives and the provi-
sion of extension services. State Farms Corporation,
Workers Brigade, and Young Farmers’ League were
established. The State Farms were to be models of col-
lective production of food; the Workers Brigade was
to run settlement farms, and the Young Farmers were
expected to be mechanized farmers. Finally, a Food
Marketing Board was created to fix maximum prices
for all foodstuffs and to improve the efficiency of the
distributive system. Through these institutions, Nkru-
mah hoped to create “a complete revolution in agricul-
ture on our continent [and] a total break with primitive
methods and organizations and with the colonial past”
(Nkrumah 1963; 27).

After being established in 1963, the State Farms
expanded their operations rapidly and by 1964 they
were cultivating about 51,226 acres and by 1965
were managing a total of 105 farms (Wheetham and
Currie 1967; 174). Their labor force was over 30,000
at the end of 1965, while the Workers Brigade and
Young Farmers League had between them over 15,000
persons on payroll. The United Ghana Farmers Co-
operative Council, which was the sole cocoa-buying
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agency, engaged over 30,000 workers on farms and
in cocoa buying (Ahmad 1970; 117).

The peasants, the chiefs, and the indigenous sec-
tor generally did not fit into the grandiose schemes
Nkrumah drew up to industrialize Ghana. His Seven-
Year Development Plan (1963-69), as previously noted,
devoted only two paragraphs to the whole of the agri-
culture sector, and the 1965 foreign exchange budget
allocated a paltry $2 million to agriculture, compared
to $114 million and $312 million for manufacturing
and imports, respectively.

Problems emerged soon after independence. As we
saw in Chapter 3, price controls instituted by the state
created artificial shortages leading to black markets,
which provided ample opportunities for rent-seeking
activities and illicit enrichment. Import and exchange
controls were the most lucrative and heavily abused.
Ministers demanded 10 percent commission before
issuing an import license. Everyone was chasing
scarce commodities to buy at government-controlled
prices and resell on the black market to make a profit.
Neglected peasant agriculture fell into decline and food
production per capita fell, diminishing Africa’s capacity
to feed itself.

Nkrumah was overthrown in a military coup in 1966.
But his statist experiment did not end then. Succes-
sive Ghanaian governments retained, and in some
cases expanded, the state interventionist behe-
moth Nkrumah had erected. Foreign mining com-
panies were subsequently nationalized. More state
enterprises were set up and a denser maze of con-
trols were placed on prices, rents, interest, foreign
exchange exports, and imports. By 1970, nearly 6,000
prices, relating to more than 700 product groups, were
controlled in Ghana (World Bank 1989, 114). Tragi-
cally, this statist development strategy was replicated
in many other African countries, although the scale
and intensity were somewhat different.

In 1967, Tanzania’s ruling party’s Arusha Decla-
ration established a socialist state where the workers
and peasants controlled and owned the means of pro-
duction. The Arusha Declaration sought to encourage
self-reliance primarily through an expansion of agri-
cultural production for domestic consumption.

Banks, insurance companies, and foreign trad-
ing companies were nationalized. A “villagization”
program was adopted to encourage the communal
production, marketing, and distribution of farm
crops. Between 1967 and 1973, the number of rural
villagers officially designated as residing in Ujamaa
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(familyhood) villages increased from one-half million
to two million (an estimated 15 percent of the rural
population). In the next several years after 1973,
a major drive to bring rural Tanzanians into villages
resulted in the creation of wvillages throughout the
entire country. Ethiopia adopted a similar program—
forced resettlements on government farms.

In Mozambique, the Mozambican Liberation Front
(FRELIMO) sought to establish a socialist state replete
with collectivized agriculture, crop-growing schemes,
village political committees, and health programs. The
party took over about a thousand “fortified villages”
(that the Portuguese regime had initially created) to cut
off villager contact with FRELIMO. These were con-
verted into communal villages with about one million
inhabitants. Other communal villages were set up in
the aftermath of the Limpopo and Zambezi Valley
floods in 1977 and 1978, and still more were created
in response to the resurgence of National Resistance
Movement (MNR) guerilla war in Manica and Sofala.

According to Libby (1987):

The centerpiece of FRELIMO's rural social program for
Mozambique was the collectivization of agriculture into
communal villages and co-operative farms. Agricultural
co-operatives were intended to provide an integrated
production base for the communal villages. Hence,
villagization was designed to increase food and cash
crop production and to make available common facili-
ties for farming as well as provide social services such as
education and health comparable with Ujamaa villages in
Tanzania. (p. 216)

Strange as it might sound, the statist system estab-
lished in Tanzania, Ghana, Mozambique, and else-
where in Africa was no different from that which
operated under apartheid South Africa. In fact, one
of the cruelest jokes perpetrated on a gullible world
was the misconception that the South African economy
under apartheid was a “capitalist and free market.”
For example,

D. F. Malan, who would lead the National Party to victory
in 1948, told the Volkskongress in 1934: “If war should
come, it will mean, in my opinion, the end of the capit-
alist system. But whether this happens with or with-
out war, by revolution or evolution, the capitalist
system which is based on self-interest and the right of
the strongest is in any case doomed.” (Caldwell 1989; 50)

Under apartheid, the South African economy was
characterized by severe state interventionism; where
blacks could live and work, and what type of jobs

they could take, were all determined by the state. The
fictional link of apartheid to capitalism remained
well into the 1990s, even though the National Party
government operated a horrendous array of programs
to maintain a heavy presence in the economy. “For
small-scale black, family, and co-operative companies,
there’s the Small Business Development Corporation.
To encourage village industry, there are homeland
subsidies, the Development Bank, and the Decentral-
ization Board. To finance larger industry, there’s the
Industrial Development Corporation. Export subsidies
are given to industrialists. And control boards guide
agricultural production and distribution. This is all
done by the National Party government in the hopes
of promoting a mixed economy that serves national
interests” (Caldwell 1989; 51).

According to Andrew Kenny, a liberal South Afri-
can engineer and freelance journalist, “Grand apart-
heid was a piece of socialist engineering which shoved
people—mostly blacks—around like earth in front
of a bulldozer, much in the same way as the schemes
of Stalin in the USSR, Pol Pot in Cambodia, and
Nyerere in Tanzania’s Ujamaa.” Recall from the
previous chapter that the Native Lands Act of 1913
was an attempt to deprive blacks of their economic
freedom and force them to work for white farmers.
The main idea was to push the blacks, who accounted
for more than 70 percent of the South African popul-
ation, into “homelands” or “Bantustans,” which made
up 13 percent of the land area (The Spectator, July 5,
2003; 24).

Kenny went on to claim that “the apartheid regime
and the ANC [African National Congress| resemble
each other in thought. Both are obsessed by racial
ideology and state control. The ANC government
has allowed more free enterprise than apartheid ever
did but without ever relinquishing a tight command-
ing grip. South Africa today is not so much capitalist
as corporatist or fascist, along the lines of what
Mussolini wanted for Italy, with the masters of big
business, the trade unions, and the government doing
coercive deals among themselves to control the whole
economy” (The Spectatoy; July 5, 2003; 25).

Exploitation of the Peasant Majority

Under statism and development planning, African
governments envisioned huge surpluses in the rural
sector to be tapped for development. Large resources
could be transferred to the state by extracting wealth
from peasant producers. The milking devices used
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included the following: poll taxes, low producer prices,
export marketing boards, hidden export taxes, price
controls, development levies, and forcing peasant
farmers to sell annual quotas to government organiza-
tions. The assumption was that such resources ceded
to the state would be used by development planners
for the benefit of all.

The prices peasants received for their produce were
dictated by many African governments, not as deter-
mined by market forces in accordance with African
traditions. Under a system of price controls, Africa’s
peasants came to pay the world’s most confiscatory
taxes.’? They faced stiff penalties and outright con-
fiscation of their produce if they sold above the gov-
ernment-controlled prices.

Markets were burned down and destroyed at Accra,
Kumasi, Koforidua, and other cities when traders
refused to sell at government-dictated prices. As pre-
viously mentioned, in February 1982, the Tamale
Central Market was set ablaze, leading to the destruc-
tion of large amounts of foodstuffs, drugs, and im-
ported spare parts (West Africa, March 8, 1982; 684).

Unbelievable brutalities were heaped upon peasant
farmers and traders under Ghana’s inane price con-
trols (1982-1983). Furthermore, Ghanaian cocoa
farmers in 1983 were paid less than 10 percent of
the world market price for their produce. In Gambia,
peanut producers received about 20 percent for their
produce in the same year. According to West Africa
(February 15, 1989):

On the average, between 1964/65 and 1984/85, the
peasants of Gambia were robbed of 60 percent of the
international price of their groundnuts! For twenty years,
the Jawara Government “officially” took, free of charge,
three out of every five bags, leaving the peasant with
a gross of two. With deductions for subsistence credit
fertilizer, seeds, etc., the peasant would end up with
a net one bag out of five. . . . With these facts, it is
simply wrong to say that the poverty of the peasant
derives from the defects of nature—drought, over-pop-
ulation, laziness, and so on. (p. 250)

In 1981, the government of Tanzania paid peas-
ant maize farmers only 20 percent of the free-market
price for their produce. “Studies by the International
Labor Organization have indicated that taxation
levels in the agricultural sector in Sierra Leone
averaged between 30 and 60 percent of gross income”
(West Africa, February 15, 1982; 446).

In Zambia, when traders refused to sell their
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produce at government-dictated prices, authorities
raided markets in May 1988. They arrested hundreds
of people, took their money, and tore down mar-
ket stalls, seizing sugar, detergents, salt, maize meal,
soft drinks, candles, flour, and clothing. Back in 1984
in Ghana, Mr. Kwame Forson, the Agona Swedru
district secretary, unidentified
soldiers who make brief stopovers at Swedru to check
prices, and instead threaten and rob innocent traders,
to desist from such acts” (West Africa, July 23, 1984;
1511).

In this way, the peasantry was systematically robbed
of considerable resources. For example, in a January
1989 New Year’s address, President Houphouet-
Boigny of Ivory Coast admitted that peasant cash
crop producers “have over the years parted with four-
fifths of the value of what they produced to enable
the government to finance development” (West Africa,
May 1-7, 1989; 677). But development for whom?

The resources extracted from the peasants were
seldom used to improve their lot but instead used by
the elite minority to develop the urban areas for them-
selves. For example, over 80 percent of the “develop-
ment” of the Ivory Coast was concentrated in
Abidjan for the benefit of the urban elites, not the
rural peasants.

The standard of living enjoyed by the elites far
outstripped those of the peasants. Contrast the plush
and subsidized amenities of the ruling class in the
urban areas with the dingy and wretched lives of the
rural peasants. In Mauritania, for example, while the
elites, the Arabs, had access to subsidized tap water
supplies, the peasants, often black, paid seven to forty
times more for their water from sellers with don-
key carts. In 1982, while the leadership in Zaire was
making between $5,000 and $9,000 a month,
a peasant was lucky to make $50 a month (4frica Now,
March 1982; 17). In 1985, Cameroon, with a per
capita income of less than $1,000 a year, was the
world’s ninth largest importer of champagne. The
elites were living high: “The governor of the Dakar-
based African central bank can reach his thirteenth-
floor office without having to step out of his car.
One of the many perks that go with the region’s
highest paying job is a private lift (elevator) to hoist
him and his Mercedes to work™ (South, May 1988; 34).

“Only socialism will save Africal” African leaders
and nationalists chanted. But the socialism practiced
in Africa was a peculiar type—"“Swiss bank social-
ism”—which allowed the head of state and phalanx

“called on some
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of kleptocrats (armed government looters) to rape
and plunder African treasuries for deposit in Swit-
zerland. As African economies deteriorated, Africa’s
tyrants and elite cohorts furiously developed pot-
bellies and chins at a rate commensurate with the
economic decline. While Africa’s peasants were being
exhorted to tighten their belts, vampire elites were
loosening theirs with fat bank balances overseas.
The manager of the failed Banque Commerciale de Benin
put it rather tersely:

The basic problem here, beside a lack of competence,
is total corruption. The top people line their pockets
through political influence. The president’s (Mathieu
Kerekou’s) adviser, Cisse, called /e Marabout—"the
priest"—stole 5 billion CFA (about $14 million) from
this bank. We've traced it to Switzerland, London, and
Monte Carlo. ...

The chief bandit is the president, along with his
associates in the politburo. The chief prosecutor is the
next biggest bandit. Another is the minister of justice: all
court decisions are determined by bribes. | went to the
presidential palace along with a representative of the
World Bank. We were asked when the stolen money
would be recovered. It was rather difficult to answer,
“Mr. President, you have the money.”. ..

The top men will have 10 or 15 mistresses who used
to run up big debit accounts here, and then go to the
Palais and say, “You've got to straighten me out with the
bank."”

The rulers now admit that they never understood Marx-
ism, and as a sop to opinion, a few people have been
jailed. But new marabouts have been brought in, and
are still at the center of the decision-making. (The
American Spectator, May 1990; 31)

In Angola, the socialist system operated as a kind
of reverse Robin Hood, funneling the richest benefits
to the least needy:

Angolans who own cars can fill their tanks for less
than a dollar, and international telephone calls cost only
pennies. One local boasts of getting a round-trip ticket
to Paris on Air France for the equivalent of two cases
of beer. Luanda does not even pick up its own garbage;
the job is contracted out to a foreign company using
Filipino workers lured to Angola with fat paychecks,
special housing, and First World garbage trucks.

Of course, the chief beneficiaries of all this are the
city's Westernized elite and their foreign business
bedfellows. Many of life’s necesities, on the other hand,
are not available at subsidized prices. For the poorest

residents, survival is impossible without resort to can-
donga, or illegal trading (Insight, October 1, 1990; 13).

As we shall see in the next chapter, Isabel dos San-
tos, the daughter of Angola’s president, was worth $3.4
billion in 2014.

However, peasants, despite their lack of formal
education, proved that they were no fools or push-
overs. They rebelled against naked state exploitation
by withholding their produce, switching to other
crops, producing enough to feed themselves, and
simply smuggling their produce to places where it
fetched higher prices. One Ghanaian peasant, Amoafo
Yaw, said exactly that:

In this country, much noise is being made about the
exploitation of the people. ... But as far as | am concerned,
it is the STATE, as the Chief Vanguard, and her so-called
Public Servants, Civil Servants which actually exploit
others in the country. . ..

The money used in buying the cars for Government
officials, the cement for building estates, and other
Government bungalows which workers obtain loans
to buy, the rice workers eat in their staff canteens, the
soap, toothpaste, textiles cloth, which workers buy
under the present distribution system, all come from
the farmers' cocoa [cash crop] and coffee money. . ..

This STATE-MONOPOLY CAPITALISM has been going
on since the days of the colonial masters and even our
own Government after independence has continued
the system. . ..

The farmers realizing this naked exploitation decided
unconsciously that they would no longer increase cocoa
and coffee production, they would not increase food
production and any other items which the State de-
pends on for foreign exchange. In effect, there will be
no surplus for the state to exploit. (Daily Graphic, Accra,
February 17, 1982; 3)

The results elsewhere in Africa were falling agri-
cultural and export production. For example, in 1988,
diamond dealers and miners in Sierra Leone told Mr.
A. R. Turray, the governor of the central bank, that
“the government’s gold and diamond marketing board
(GGDO) was being sidestepped because it does not
offer attractive enough prices. . . . Mr. Turray admit-
ted that smuggling could be minimized if the GGDO
paid better prices” (West Africa, January 23-29, 1989;
125). GGDO did not, and consequently between
April and December 1988, its purchases were nil.
In Tanzania, the amount of maize and rice sold
through official channels in 1984 was less than one-
third the level in 1979.
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In 1983, the government of Ghana complained
that cocoa smuggling was depriving the nation of
at least $100 million in foreign exchange annually.
Diamond smuggling cost Angola and Sierra Leone
at least $200 million and $60 million, respectively,
yearly. In Sierra Leone, in just one year, “the
diamond output of 731,000 carats in 1975 was reduced
to 481,000 in 1976 (34 percent decline) mainly by the
activities of smugglers” (West Africa, July 18, 1977,
1501). Uganda coffee was regularly smuggled to Ken-
ya. Guinea Bissau diamonds and coffee ended up in
Ivory Coast. Nigeria’s consumer goods and petrol were
regularly smuggled to Cameroon.

Denouncing smuggling as an economic felony,
African governments responded by closing their bor-
ders and issuing threats: “Convicted cocoa smugglers
in Ghana will be shot by firing squad in future, the
Chairman of a Public Tribunal, Mr. Agyekum, has
said in Accra” (West Africa, December 6, 1982; 3179).
In February 1989, Nigeria’s Justice Minister, Prince
Bola Ajibola declared that “henceforth, anyone caught
smuggling or in possession of smuggled items will be
sentenced to life in prison” (Insight, February 6, 1989;
38). For almost a decade, 19751984, Tanzania closed
its border with Kenya to prevent smuggling but to no
avail. Economic barbarism was running amok.

In the 1980s, Zimbabwe was a net food exporter,
but by 1992, it was importing food. It is true the
1991-92 drought devastated agricultural production
in southern Africa. But in the case of many coun-
tries in southern Africa, the drought merely exacer-
bated an already precarious food supply situation.
In Zimbabwe, the culprit was low government-
dictated prices. As John Robertson, the chief econo-
mist of the First Merchant Bank in Harare, observed:

The Government [of Robert Mugabe] could have avoided
half the total food import with better policies. . . . In the
last several years, the Government decided to pay a low
price to farmers who grew corn, the staple crop. This
meant that the farmers switched to other crops. (The
New York Times, July 10, 1992; A11)

Development by Imitation

The resources siphoned off from the rural sector were
to be used for “national development.” But develop-
ment was misinterpreted by African leaders and elites
to mean “change” rather than an “improvement” upon
existing ways of doing things. Traditional ways of doing
things were denigrated as “unmodern,” “backward,”
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and “primitive.” To develop, Africans must adopt new
ways, values, and systems. This mentality reached
a low level of depravity when in 1975 the government
of Ghana declared twelve imported items as “essen-
tial commodities.” Among them were tinned corned
beef, sardines, rice, sugar, tinned milk, and flour. The
implication was that the native foodstuffs, upon which
their forebears had subsisted for centuries, were not
“essential.” Therefore, Africans have to foreswear their
culture or diet in order to develop—as if the Japanese,
Koreans, and Singaporeans did so.

The propensity to copy foreign paraphernalia be-
came pervasive in Africa. Cuba had People’s Defense
Committees; so too must Ghana. France once had an
emperor. So in 1976, as previously mentioned, Bokassa
of the Central African Republic spend $25 million to
crown himself “emperor” just to prove that Africa too
has come of age. At his trial in Bangui, in December
1986,

Bokassa berated the court for stripping him of his self-

imposed title of field marshal and demoting him to

private first class. “You can sentence me to death,” he
said indignantly, “but you have no power to reduce me
to the ranks!” At another point Bokassa raised his arms
in a salute reminiscent of his hero, the late French Presi-
dent Charles de Gaulle. “l was always a faithful soldier
of General de Gaulle,” he said, “and | have always
done my duty.” (Time, December 29, 1986; 27)

France also had a revolution. In June 1989, when
it held its bicentennial for its 1789 Revolution, sev-
eral African despots showed up in Paris. Even the West
Africa magazine, which was 60 percent owned by the
Nigerian government in 1990, noticed something odd.
In an editorial, it wrote 1n its June 24-30, 1990, issue:

Some of the African guests, such as President Mobutu

of Zaire, whose human rights record is grim, looked out

of place at such a ceremony, although Zaire is one of the

African countries which, ironically, has the word “revo-

lution” in the name of its ruling party. ... Most of the

African leaders present barely related to the anniversary

in any case, and would have been on the wrong side

in 1789. For the challenges it still embodies are far from
being met in Africa, and the spectre of chaos and blood-
shed that haunted it, still lurk in the background.

The former Soviet Union was a Marxist—Leninist
state. So Robert Mugabe vowed to establish a one-
party Marxist-Leninist state in Zimbabwe! Even a

child could see clearly that Marx and Lenin were not
black Africans. Said Enos Nkala, the former defense
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minister: “Marxist-Leninist policies were useless to
black people” (New African, July 1992; 21).

The United States has only two major political
parties. So the Babangida military government of
Nigeria created exactly two political parties for the
people: the National Republican Convention and the
Social Democratic Party. The same unimaginative
aping was also taken to the field of development.
American farmers use tractors; so too must the pea-
sant farmers of Africa. British farmers use chem-
ical fertilizers; so too must Africa. New York has
skyscrapers; so too must Africa in the middle of
nowhere. The former Soviet Union had state enter-
prises; so too must Africa. China has state farms; so
too must Africa. China has Confucius Institute;
so there are now thirty-eight Confucius Institutes
in twenty-five African countries.

Even the supposedly “backward and illiterate”
peasants know that what grows well in one part of the
world may wither in another because soil conditions,
rainfall, and topography may be different. Common
sense suggests planting what is suited to Africa’s own
environment. By “environment” it is meant the whole
gamut of indigenous institutions and systems of the
people of Africa—the peasants who are the majority.

The scurrilous imitation by African elites was even
drawing attention in the foreign press. Dilating on
the problem of Africa’s black elite to a Washington Post
reporter, a diplomat from the Embassy of Cameroon
said:

“Go to the cafes and the bistros,” he said. “See them
in their European suits, reading the latest editions of
European newspapers.” The problem of African devel-
opment, he said, was that the educated elite never
developed indigenous models, but instead tried to trans-
plant Europe to Africa.

It doesn’t take long in Africa to see what the diplomat
was talking about.

Basil Davidson, a renowned British scholar on Africa,
writes in his new book, The Black Man’s Burden, how
European colonialism in Africa set out to deny and
eventually eliminate the continent’s pre-colonial history.
And in that, the Europeans found willing accomplices
among Africa’s European-oriented elite, the “modern-
izers,” who were in constant conflict with Africa’s
“traditionalists,” including the acknowledged tribal chiefs.

These modernizing Africans clung to the notion that
anything traditional was by definition primitive. And
it was this elite that came to the forefront of the inde-
pendence movements and proceeded to impose Euro-

pean models on their new African states. Rather than
seek to build on tradition, as the Confucianist societies
of East Asia have tried to do even in their revolutionary
phases, the new Africans often sought to purge what
was deepest and most authentic in their cultures.

That influence can still be seen today. Judges in Ken-
yan courts wear white wigs and speak in a flowery,
archaic English that might be considered “quaint.”
Governmental institutions in the former British
colonies—from parliaments to the “special branch”
internal security forces—are near-duplicates of their
counterparts at Westminster and Whitehall. Colo-
nial governments in Africa were dictatorships backed
by a top-heavy bureaucracy. Independence seems
to have substituted black autocrats for the old white
colonial governors, with little thought of Africa’s tradi-
tions.

The suppression of indigenous cultures has been es-
pecially pronounced in the former French colonies of
West Africa, which were treated as an overseas depart-
ment of France, noted Pauline Baker, an Africa spe-
cialist with the Aspen Institute (in Colorado). “The
French tried to have black Frenchmen,” she said.
[Emphasis added] (Washington Post, July 12, 1992; A26)

Failed Industrialization Bid

African elites and governments were fascinated by
shiny machines, industry, and new technology. In
their selection of development projects, they dis-
played an abiding faith in the “religion of develop-
ment’—a predisposition to castigate anything trad-
itional and to exalt anything foreign as sanctified.
Across Africa, industry was over-emphasized to the
neglect of agriculture. At independence, Nigeria,
Sierra Leone, Tanzania, Zambia, and many other
African countries used to feed themselves. Two decades
later, they were importing food.

Agriculture was routinely denigrated by African
elites as an inferior form of occupation. When Afri-
can governments belatedly recognized the importance
of agriculture, they made mechanization the guid-
ing principle of the agricultural revolution. Tons of
expensive agricultural machinery were imported into
Africa; combine-harvesters graced the landscape
in Tanzania. Elsewhere, there was a persistent tendency
to opt for capital-intensive and grand monuments.
These are symbols of development or progress. But
most of these “development projects” came to grief.
Among the factors which accounted for the demise
were construction delays, poor design, inadequate
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supervision, inappropriate technology (too capital-
intensive), corruption, and pilfering. In its 1981 Report,
the European Economic Community noted that:

Many development projects failed in Africa because
they were on too large a scale and were not adapted
to the population and the environment they were
supposed to benefit. . . . The projects of most lasting
value are generally those which are simplest and
directly benefit the local community concerned. (West
Africa, June 21, 1982; 131)

By 1990, the African economic landscape was litter-
ed with a multitude of “black elephants”: basili-
cas, grand conference halls, prestigious airports,
new capitals, and show party headquarters. Almost
everywhere, the industrialization drive, launched
with state enterprises and development planning,
failed miserably to engineer development. As Mabo-
gunje (1988) asserted, “It 1is generally agreed
that the false start in all African countries has been
due largely to the high level of governmental and
bureaucratic domination of the economy with its
consequences of inefficiency, profligacy, and inappro-
priate control” (p. 25). Though a few African state
enterprises operated with efficiency, “the overall
image of the majority of these public enterprises
is a depressing picture of inefficiency, losses, budgetary
burdens, and poor products and services” (Etukudo
2000, 23).

In fact, in the early days of their establishment,
some public enterprises were modestly profitable.
For example, in Nigeria, the former Electricity Corp-
oration of Nigeria, the government railway, the
commodity boards, as well as the regional market-
ing boards all generated surpluses that were reinvest-
ed in development projects. The then Eastern
Nigeria Marketing Board provided £5 million for
the establishment of the University of Nigeria
at Nsukka (Udoji 1970, 220). In Uganda, the Uganda
Development Corporation had in 1967 a gross
turnover of over £22 million and an investment of
over £5 million in seven projects. Also in Kenya,
especially in the 1970s, state-owned banks spurred
growth and were important in the establishment
of non-bank financial institutions as well as exten-
sive rural banking (Etukudo 2000, 23).

For the most part, however, public enterprises
were unprofitable and chronically inefficient. In 1976,
when Somalia installed a plant to box bananas, it
discovered that “the quantity needed to make the
plant break even exceeded the entire national output
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of bananas” (Journal of Econ Growth, 2: 3, 1987; 4).
According to The Wall Street Journal (July 15, 1985),

Togo built an oil refinery big enough to serve half
a dozen West African countries. But Togo doesn't pro-
duce any oil. Hundreds of millions of dollars went to
build five-star hotels and international airports in
the remote jungle villages of Ivory Coast President
Houphouet Boigny and Zairian President Mobutu
Sese Seko. Shortly after independence, Madagascar
bought a jet plane and proudly named it “The Revo-
lution.” Now, Chase Manhattan is trying to re-possess
“The Revolution.” (p. 18)

A tin can manufacturing plant in Kenya had such
high production costs that cans full of vegetables
could be imported from Asian competitors for
cheaper than the cost of the Kenyan company’s
cans alone. The Kenyan government estimated that
over $1.4 billion had been invested in state enter-
prises by the early 1980s. Yet, the annual average
return had been 0.2 percent (Goldman 1992, 10).

Civil war reduced Sudan to a vast open-air latrine
and rubbish dump. Telephone service is non-existent
since lines have been cut for years. Electricity and
water supplies are sporadic. State-run schools are often
closed, and doctors are more often than not on strike.
Army and rebel forces have indiscriminately mined
all roads and fields surrounding major towns. Out
of this chaos flew the state-owned Sudan Air with
nationalistic pride. As The Wall Street Journal (June 23,
1990) described it:

The airline’s timetable is meaningless; flights routinely
skip scheduled stops, make unplanned layovers of sev-
eral days, leave without passengers—or most com-
monly, don't leave at all. In late March 1989, Sudan
Air pilots went on strike. It was an empty gesture; the
airline’s entire fleet was already grounded due to
maintenance problems and lack of jet fuel.

In 1983, a Sudan Air 707 landed at night in the White
Nile. Though accounts differ, pilots say the navigator
mistook the river for the runway. In 1988, officials in
London declared a Sudan Air plane unfit and sent it home
empty. Passengers joke that the airline’s international
code, SD, stands for “sudden death.” (p. 1)

Nigerian Airways’ airbuses were routinely seized
for nonpayment of maintenance and landing fees
overseas. For two weeks in July 1989, over a thousand
Nigerians were stranded at Heathrow Airport wait-
ing for Lagos-bound flights by Nigerian Airways (West
Africa, August 3—13, 1989; 1305).
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Three fatal crashes in a year, however, forced the
issue of airline safety into full public debate.?! “I am ner-
vous,” said Nnenna Mazi, as she waited in the domes-
tic departure lounge at Abuja, a week after the ADC
crash (Washington Post, November 5, 2006; A20). “I had
to start praying about the flights like two days before
I took off,” she added. Abayome Awe, federal Health
Ministry physician, was more philosophical: “My
nervousness is worse on the road. You have to
choose between the two evils. This one (flying) is the
lesser one.” Shortly before his flight from Abuja to
Lagos, his daughter called, inquiring if he was going
to make it back to Lagos for the weckend. “By the
grace of God,” he told her, “T will still come™ (ibid.).
The Nigerian national newspaper reported that “Of
the 54 African countries that established national
carriers from independence, only about 15 airlines are
operating today while only one makes a profit on the
continent” (THISDAY, January 30, 2015).

In Angola, industrialization was slow and chaotic.
“Factories lacking electrical supply were built and
operated by foreigners through turn-key contracts.
Their meager and expensive output was uncompetitive
in local, let alone foreign, markets” (The Africa Report,
December 3, 2014).

The Failure of Statist/Socialist Experiment—
Case Studies

Everywhere in Africa, statism and development plan-
ning failed miserably to engineer development. In their
wake, economic atrophy, repression, and dictatorship
followed with morbid staccato. Ghana’s Seven-Year
Development Plan achieved little if any by way of
development. Similarly in Tanzania, Nyerere’s social
transformation was also a crushing fiasco. Misguided
socialist policies and economic mismanagement set
the stage for Africa’s ruination. From 1965 to 1986,
Africa’s annual rate of growth of Gross National
Product (GNP) averaged a deplorable 0.9 percent.
With a population growth rate of 3 percent, that meant
declining levels of economic welfare for the average
African. Real income per capita dropped by 14.6
percent for all of black Africa from its level in 1963.
Unadjusted for inflation, GNP per capita grew by
amere 1.4 percent in the 1960s and 0.5 percent in the
1970s. The 1980s began with declines in income per
capita (World Bank, World Development Report 1988).
The record was no more impressive in the “capi-
talist” African countries: Cameroon, Ivory Coast,
Malawi, and Senegal. Ivory Coast and Senegal were

often described as “success stories” for achieving what
may be called “spectacular” growth. But they were the
biggest aid receivers on the continent. Ivory Coast,
as we saw, imploded in September 2002. Senegal
received more than $500 million a year from the IMEF,
World Bank, and France—almost $100 per person
in the 1980s.

“Without that aid Senegal would be considered
one of the region’s basket cases,” said The Wall Street
Journal (July 29, 1985; 18). Moreover, according to
West Africa (February 10, 1986; 282): “In 1973-1983,
Senegal’s GNP rose by an average of 2.6 percent from
only 1.6 percentin 1965-70. But in 1984, it dropped by
4 percent in real terms to some $2.4 million. From
1965 to 1983, GNP per capita dropped by an annual
average of about 0.4 percent.”

Agricultural growth was negligible, with output
growing at less than 1.5 percent since 1970. Food
production did not keep pace with the population
explosion. Food production per person fell by 7 percent
in the 1960s, 15 percent in the 1970s and continued
to deteriorate in the 1980s. Cereal production, for
example, fell by 9.2 percent in 1987, according to the
Food and Agricultural Organization (FAQO), necessitat-
ing food aid to stave off mass starvation.

Industrial output across Africa also declined with
some regions experiencing demndustrialization. The state
enterprises established under Africa’s various develop-
ment plans were hopelessly inefficient:

There are countless examples of badly chosen and poorly

designed public investments, including some in which

the World Bank has participated. A 1987 evaluation
revealed that half of the completed rural development
projects financed by the World Bank in Africa had failed.

A cement plant serving Ivory Coast, Ghana, and Togo

was closed in 1984 after only four years of operation.

A state-run shoe factory in Tanzania has been operating

at no more than 25 percent capacity and has remained

open only thanks to a large government subsidy. (World

Bank 1989, 27)

Many of Africa’s scandalously underperforming
state-owned enterprises—financed in many cases
by both the World Bank and the African Develop-
ment Bank—are provided throughout this chapter.
As of the mid-1990s, the World Bank had undertaken
more than 2,200 projects in Africa with nearly all
of them seriously undermined by poor bank supervi-
sion, lack of domestic maintenance, or neglect.

Africa’s state enterprises (SEs) consumed about
one-fifth of its GDP while contributing only one-tenth
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of its GDP (World Bank 1993). In Niger, the cumula-
tive deficit of twenty-three loss making SEs exceeded
4 percent of Niger’s (GDP) in 1982. In 1990, subsidies
to Zimbabwe’s parastatals amounted to 6.9 percent
of total recurrent expenditure or 34.5 percent of the
budget deficit (Five-Year Development Plan, 1990—
1995). In Tanzania, between 1976 and 1979, one-
third of all state enterprises were losing money.
In Benin, more than 60 percent of all SEs suffer
losses. In Togo, the losses of just eight state enterprises
reached 4 percent of GDP in 1980, while in Ghana,
65 percent of all state enterprises still had losses in
that year. In 1984 there were 235 state enterprises
in Ghana. Kenya’s government estimated that over
$1.4 billion had been invested in SEs by the early
1980s. Yet, their annual average return had been just
0.2 percent of invested capital (Goldman 1992, p. 10).

Mr. E. A. Sai, member secretary of Ghana’s Com-
mittee of Secretaries, echoed these sentiments:

Apart from a few success stories in the management
of public enterprises in Africa, such as in the Kenya Tea
Development Authority, Botswana's Meat Commis-
sion, Tanzania's Electricity Company, The Guma Val-
ley Water Company of Sierra Leone, and Ghana's Volta
River Authority, the record of state enterprises had been
poor. (West Africa, May 16, 1988; 897).

Indeed, in a speech at the International Conference
on Privatization on February 17, 1987, in Washington
DC, former president of the African Development
Bank, Babacar N’Diaye, himself admitted that

It is now generally accepted that over time the major-
ity of public sector enterprises or entities have not per-
formed efficiently. Instead of accumulating surpluses
or supplying services efficiently, a good number of these
enterprises have become a drain on the national treas-
uries. Due to this poor performance, coupled with the
growing recognition of the costs of ineffective public
enterprises in terms of foregone economic development
and the scarcity of domestic and external resources
for public sector expenditure, reappraisal of the strat-
egy of heavy reliance on the public sector has be-
come imperative. From this reappraisal, a view has
emerged—the need for enhancement of the role of the
private sector in development. ... We in Africa are facing
a great challenge. We believe that the creation of a
conducive environment for the growth of the private
sector, an important agent of economic growth, is
essential. (African Business, June, 1987; 23)
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Egypt

The tale of gross inefliciency, profligacy, and mis-
management can be recounted in one state enter-
prise after another in the postcolonial period. The
experience of Egypt was even more dramatic. Back
in 1993, foreign investors took one good look at Egypt
and drew a loud yawn. Its economy was suffocating
under a leviathan bureaucracy. Inefficiencies at state
enterprises were titanic, illustrated by the case of
Pyramid Beverage Co., which produced the country’s
flagship beer, Stella. Its reputation quickly became
legendary. Beer drinkers in Cairo soon learned to
inspect each bottle before they purchased the product
because many arrived on store shelves flat or half
full. An occasional bean has been seen floating in an
unopened bottle of Stella. Pyramid Beverage was
founded in 1897 by Heineken Co., the giant Dutch
brewery, but was nationalized under Gamal Abdel
Nasser’s version of “Arab socialism” in 1961.

In 1993, the Egyptian government hosted a delega-
tion from Heineken to see if it was interested in buy-
ing back Pyramid Beverage. After inspecting the
factory, the delegation said: Thanks, but no thanks.
And to add insult to injury, they informed the gov-
ernment that they would rather invest their money in
Latin America and South Africa, according to Adeeb
Mena, who then headed the commercial section of
Pyramid Beverage.

“It was very humiliating,” said Hamad Fahmy,
chairman of the government holding company that
owned the brewery (Washington Post, May 8, 1996; A27).

The factory was in a sordid state: antiquated equip-
ment, factory grounds filthy with heaped trash and
with paint flaking from the ceilings. The work force was
bloated. The company employed 3,000 workers, about
ten times the number Heineken estimated was needed
to produce the same quantity.

The Egyptian government cleverly changed the
name of the brewery to Al Ahram Beverage Co. Still,
there were no takers. An attempt to sell 10 percent of
the shares in 1996 flopped badly.

Another foreign company, Owens Corning, which
sent a group of executives to Egypt in 1993, reached
a similar conclusion: Egypt was not yet ready. Com-
pany executives could not even get a firm date for
a meeting with the Egyptian government commis-
sion that was supposed to approve their investment.

Though Egypt had agreed with the World Bank
and IMF on an ambitious economic restructuring
program to privatize moribund state-owned enter-
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prises, and curb inflation and budget deficits, reform
was proceeding at a glacial pace. From 1992 to 1995,
only three of its 314 public-sector companies were
sold to private investors. Analysts pointed to the huge
resistance to privatization from public-sector managers
and workers that had to be contended with. Even
within the government circles, there were many who
believed privatization amounted to selling off the
nation’s assets too cheaply to foreign interests. At one
point the IMF became so frustrated at the pace
of reform that it suspended its loan program to Egypt.

In 1997, Al-Ahram Beverage was sold to Luxor
Group and has gone through further restructuring
resulting in better-quality products and wider distribu-
tion. Sales were up 13 percent to 168 million Egyptian
pounds ($49.3 million) in the year ending June
1998, while net income rose 25 percent to 67.6 million
pounds (Wall Street Journal, January 12, 1999; A19).

Shaking off decades of “socialist hang-over” has
been tough. Overstafing in Egyptian companies
still remains a problem. State enterprises were often
employment mills for party faithful, and there was the
tendency to pad pay rolls. Though pay scales were
meager, state workers often enjoyed free medical care
and subsidized housing and transportation. “The
public sector is better than the private sector,” said
Abdel Ghani Azouz, age forty-three, a fermentation
worker at Pyramid Beverage in 1994 (Washington Post,
May 8, 1996; A29).

Ghana

At independence in 1957, Ghana started on the devel-
opment road with the same per capita income of $200
as South Korea, which made Ghana one of the rich-
est countries in the developing world. Its civil service,
rooted in British tradition, was fairly eflicient. Foreign
exchange reserves stood at $400 million and the coun-
try was the world’s leading producer of cocoa. Its first
president, Dr. Kwame Nkrumah, launched an ambi-
tious industrialization program that hoped to achieve
in a decade what it took others a century. Foreign
companies were nationalized and state monopolies
established. A bewildering array of legislative controls
pertaining to prices, interest, and exchange transac-
tions were imposed. By 1965, agricultural production
had plummeted and food shortages had appeared in
the country, which once used to export food.

A master plan—the Seven-Year Development
Plan—was drawn up to launch Ghana into the indus-
trial age. Factories were built and whole industries

set up at incredible speed. Technical institutes cropped
up, and even an atomic energy commission
was established at Kwabenya. But it became appar-
ent that the drive toward industrialization was gov-
erned more by considerations of prestige than
rationality. Not surprisingly, Ghana’s Seven-Year
Development Plan achieved little if any by way of
development. The indictment by Tony Killick (1978)
was more scathing:

The Seven-Year Plan, then, was a piece of paper, with an
operational impact close to zero. Why? It could be argued
that this was due to defects in the plan itself, to shortages
of staff to monitor and implement it, and to the inter-
vention of factors beyond Ghana's control, especially
the falling world cocoa prices of the early and mid-sixties.
[But] in retrospect, we see an almost total gap between
the theoretical advantages of planning and the record
of the Seven-Year Plan. Far from providing a superior
set of signals, it was seriously flawed as a technical
document and, in any case, subsequent actions of gov-
ernment bore little relation to it. Far from counteract-
ing the alleged myopia of private decision-takers, gov-
ernment decisions tended to be dominated by short-
term expediency and were rarely based upon care-
ful appraisals of their economic consequences. The
plan was subverted, as most plans are, by insufficient
political determination to make it work. (p. 143)

The state enterprises established by Nkrumah were
intended to produce consumer goods that were previ-
ously imported in the hope that foreign exchange would
be saved and employment created. The businesses
were hastily and haphazardly established. In many
cases, feasibility studies were not done to determine the
economic viability of the enterprises. About 74 per-
cent of the total inputs into the manufacturing sector
were imported (Killick 1978, 201). Thus, there were
delays in the importation of inputs—either due to the
insufficient allocation of import licenses, managerial
incompetence, or scarce foreign exchange. The delays
idled production. Since workers in state enterprises
were seldom terminated or furloughed, they were paid
even when they produced nothing. The enterprises
were saddled with chronic inefficiency and underpro-
duction. Nkrumah’s state enterprises could not deliver
the goods and when they did, the final products were
more expensive than the imported substitutes.

The government of Ghana estimated that at the
end of 1966, actual manufacturing output was only
one fifth of the single shift capacity of the installed
plant. Even the 1965 Annual Plan, prepared by the
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government itself, showed that actual production in the
state industrial enterprises was only 29 percent of their
capacity. Of the twenty state manufacturing enter-
prises that were in operation in 1964, only ten were
working to half or more than half of their optimum
capacity. In three cases, the actual production was even
less than 10 percent of the full capacity. In one case,
(the paper bag division of the Paper Conversion
Corporation at Takoradi) the rate of utilization was as
low as 3.5 percent. On average, the twenty state man-
ufacturing enterprises were using only 42 percent of
their total productive capacity (Ahmad 1970, 116).

Underutilization was extensive during the 1960s. In
March 1966, as many as thirteen of the State Fishing
Corporation’s seventeen fishing vessels had been tied
up at home and abroad for want of repairs or atten-
tion. Six of them were at Japanese ports incurring
daily mooring charges of $50 (Daily Graphic, Novem-
ber 17, 1978; 6).

Worse, the state enterprises turned out to be ineffi-
cient at saving of foreign exchange. Steel (1972) con-
cluded from his study that:

Existing structure and utilization of manufacturing capac-
ity represents a very costly and inefficient method of
gaining foreign exchange and raising national income.
Even worse, 24 percent of output was produced at a net
loss in foreign exchange, taking into account all foreign
exchange costs of capital and domestically produced
inputs. (p. 226)

In other terms, an item that could be imported for
$10 was being produced and sold by Ghana’s state
enterprises for $15. That many state enterprises were
net users of foreign exchange is further supported by a
study by Killick (1978). He showed that between 1966
and 1970, when the quantity of imports of industrial
raw materials went up by nearly one half, gross output
per manufacturing establishment actually declined in
real terms by 9 percent and that constant price value
added per establishment went down by a remarkable 2
percent over the same period (p. 197). In other words,
the contribution of state enterprises to the national out-
put was negative.

It 1s ludicrous to even ask how profitable the state
enterprises were. At the time of the coup in Ghana in
1966 only three or four of the sixty-four state enter-
prises were paying their way (Garlick 1971; 141). Kil-
lick’s calculations on some selected state enterprises
showed that in 1964—65, twenty-three of them had
losses totaling 14,116,000 cedis ($58,000).
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More disturbing was the co-existence of certain loss-
making public enterprises with private firms that can
be assumed to have been profitable by virtue of their
continued existence. Cases in point were State Fishing,
State Construction, State Transport, State Footwear,
and State Housing Corporations (Killick 1978, 218).

In fishing, for example, the private company Man-
koadze Iisheries Ltd. had been remarkably successtul
while its government counterpart was plagued with
excess capacity. In 1967, three of the State Fishing
Corporation’s vessels were sold to Mankoadze and in
January 22, 1979, Colonel S. M. Akwagyiram, com-
missioner for Agriculture, “praised the spectacular
results of Mankoadze for defying the numerous odds
it encountered in the past twenty years to build the
biggest African-owned fishing company on the Afri-
can continent” (Daily Graphic, January 22, 1979; 3).

On another test of efficiency, Killick (1978) showed,
using available fragmentary evidence, that the state
enterprises, which tended to be more capital-inten-
sive, had lower labor productivities than their private
counterparts. The productivity achieved by workers
in the state enterprises barely approached 50 percent
of the level achieved by workers in the private sector
(Killick 1978, 223; Table 9.2).

Evidently, these state enterprises, more often than
not, were riddled with gross inefficiency, waste, and
bureaucratic corruption. The following snippets of
information provide some limited insight into the
sordid performance of Ghana’s state enterprises:

B Ghana’s State Meat Factory at Bolgatanga, which
produces the VOLTA corned beef, was closed for
nine months. Yet, employees received full pay for
the period of closure (West Africa, November 30,
1981; 2884).

® “The Boatyard Division of GIHOC at Mumford
Village in the Apam District (Central Region)
has launched only 6 vessels with a workforce of
40 employees since its establishment 9 years ago”
(Daily Graphic, August 14, 1981; 8).

® A Yugoslav company built a mango processing
plant in Ghana with a capacity exceeding the
entire world’s trade in canned mangoes. When
the factory was commissioned in 1964, it was
discovered that the supply of mangoes came from
a few trees scattered in the bush (Killick 1978, 229).

® The Ghana government owns nearly 90 percent
of the companies doing business in the country.
There are nearly 340 plus state-owned enterprises.
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Out of this number, only seventeen have posted
improved figures to date (Ghana Drum, October
1992; 17).

® In 1972, the government took over the African
Timber and Plywood Company. Before the take-
over, “production was 75 percent of installed
capacity but this has fallen to a woeful 13 percent”
(West Africa, October 12, 1981; 2422).

® In 1976, the government of Ghana took over
R. T Briscoe, a foreign company. “Before the take-
over, the company was producing 241 buses
in 1974. After the takeover, production was 12
buses in 1977 and only 6 buses in 1978” (Daily
Graphic, January 18, 1979; 1).

® [n 1980, the government of Ghana voted 80 mil-
lion cedis for the Ghana National Reconstruction
Corps, a reconstituted State Farm Organization.
At the end of the farming season, only 864,000
cedis was recovered (Daily Graphic, July 21, 1981; 5).

= Tor fourteen months, from November 1978 to Jan-
uary 1980, the State Jute Bag Factory was closed
due to a shortage of raw materials. Yet, the one
thousand workers received full pay for the entire
period of closure (Punch, August 14-20, 1981; 4).

® The pre-fab factory started by the Russians in 1962
has not produced a single home. Yet, five hundred
Ghanaian workers and thirteen Soviet experts were
drawing salaries for a period of six years (Daily
Graphic, December 6, 1978; 5).

Clearly, Nkrumah’s industrialization strategy was an
unequivocal failure. The massive investments in state
enterprises turned out to be black elephants. Killick
(1978) summed up the situation quite tersely:

State enterprises were unprofitable—absolutely by
comparison with public enterprises in other develop-
ing countries and by comparison with private enter-
prise in Ghana—and they were unprofitable despite
considerable monopoly powers (and excessive effective
rates of protection). State enterprises, then, failed to
fill the entrepreneurial gap, to propel the economy for-
ward and to generate the surpluses which Nkrumah
demanded of them. (p. 227)

But getting rid of these unprofitable and inefh-
clent state enterprises has been a chronic headache.
For example, the water supply situation in Ghana’s
cities and regional capitals has suffered from ineffi-
ciencies over the years. They worsened over the past
two decades due to poor urban development, pop-
ulation growth, and Ghana Water’s own decrepit

facilities and corrupt management practices. The state-
owned corporation employs fourteen people per one
thousand customers—"“but according to one inter-
national expert, that should be down to about five.
And half of Ghana Water’s daily production of
120 million gallons is unaccounted for, lost through
leaks and unpaid bills” (BBC World Service, August 13,
2003; www.bbe.co.uk).

Attempts to rectify the situation, including a $140
million project to improve the system in 1989, failed to
get water flowing through the taps. Most homeowners
in urban cities had to purchase water tanks at the con-
siderable expense of 3 million cedis (or $400) because
the taps ran only for a few hours for two or three days
a week. In some parts of the capital city (Accra), such
as Teshie-Nungua, Madina, and Adenta, residents
paid between 500 cedis and 1,000 cedis (5—12 cents)
per bucket of four gallons from private suppliers.
The official Ghana Water rate was 64 cedis.

The World Bank sought to “bribe” the Ghana gov-
ernment to privatize the water supply system with
an interest-free loan of $150 million to re-equip the
state-run Ghana Water Company and hire new man-
agement. Immediately, opposition was registered from
the country’s National Coalition against the Privatiza-
tion of Water (CAPW). The anti-privatization lobby
argued that access to water is a human right. “You
can’t privatize something as close to air as water, and
allow market forces and profit motives to determine
who can and who cannot have some to drink,” said
Ameng Etego, spokesman for the CAPW (BBC World
Service, August 13, 2003; http://news.bbe.co.uk/2/hi/
africa/3145001.stm). “We agree that there’s need to
improve efficiency and root out corruption at Ghana
Water. But for the World Bank to insist that we priva-
tize before it gives us a loan is plain blackmail.
We should use the money to address the management
problems internally,” he added. But the real issue was
not whether private suppliers earn a profit or not.
Rather, it was having access to water at 500 cedis or not
having water at 64 cedis.

Ivory Coast

Similarly in Ivory Coast, French economic interests
shaped the country’s industrialization program. Upon
independence in 1960, President Felix Houphouet-
Boigny chose to maintain the existing close relationship
with France. Known as Le Vieux, Houphouet-Boigny
ruled single-handedly for thirty years, until November
1990 when he was forced by popular demand to
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appoint a prime minister. Under his leadership, Ivory
Coast was a one-party state led by the Parti Demo-
cratique de Cote d’lvoire (PDCI), the sole legal party,
which ruled for thirty-nine from 1960
to 1999.

Houphouet-Boigny proscribed opposition par-
ties with the constant refrain that “his life was under
threat from opposition figures working in collusion with
juju-men and their gris-gris” (West Africa, July 13-19,
1992; 1171). He took responsibility for all policy
decisions. The press was tightly controlled by the
government and faithfully reflected the party line. All
civil servants were party members.

years

Tor forty years after independence, Ivory Coast was
characterized by a continuous coup d’état—by a small
minority who managed to control the political and the
economic power. They became a rentier class and their
interests were protected by the French state (Leymarie
2000). The development of the economy was aimed
toward serving the needs of the entrepreneurial farm-
ers allied to French big business. Accordingly, Euro-
pean presence expanded tremendously in the post-
colonial period. Gradually, however, the new African
government began to expand its power over the econ-
omy. It took an increasingly active role in the allocation
of resources and the redistribution of wealth. In 1970,
the government implemented a five-year national plan
that affirmed the government’s desire to become more
actively involved in the allocation of resources.

The central government began to invest in presti-
gious but ineflicient projects, such as the creation of
a new capital city and large hydroelectric plants. These
projects were financed largely by annual World Bank
loans, which did not require that the projects make
a financial return. Rather, investment in these projects
assured the central government of a steady flow of
capital and the employment of a loyal cadre of follow-
ers. It was widely known that much of the loans were
being squandered, yet the foreign bank loans poured in.
Ivory Coast’s public long-term debt was $4.7 billion
in 1980, or 40 percent of its GDP. Debt grew to $6.8
billion in 1984, more than 85 percent of its GDP that
year (Berthlemy and Bourguignon 1996; 70).

While not overtly socialist in ideology at indepen-
dence, the Ivorian state increasingly became actively
interventionist. It took an active role in planning,
in the provision of infrastructure, in the extraction of
surplus from the peasantry, and in investment. It also
took minority shareholder positions in private pro-
ductive enterprises. In 1966, the Caisse de Stabilisation
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et de Soutien des Prix des Productions Agricoles (or Caisse)
was established to fix producer prices for cocoa and
coffee, operate a reserve stabilization fund, and extract
profits for the state—much in the same way that
marketing boards operated in Anglophone Africa, with
slight variation.

According to Berthlemy and Bourguignon (1996: 30),
“Initially, the CSSPPA [Caisse] was to be only a price
stabilization device and an instrument for controlling
export crop markets.” However, with the increase in
coffee and cocoa world prices in the mid-1970s, it
became an additional source of revenue for the govern-
ment and virtually abandoned its original stabliz-
ing function. Between 1960 and 1990, CSSPPA made
significant profits every year except for 1972, 1989, and
1990. This profit was achieved by fixing the
prices to the producers at a much lower level than
the prices on the international market. In 1984 and
1985, coffee and cocoa producers received on average
only 37 percent of the international prices paid to the
CSSPPA. (Cato Journal, 1998, Vol. 18, No. 1)

Increased state activity led to greater direct public
control and stimulation of cash-crop production.
By 1979, thirty-three state enterprises had been estab-
lished. Among them were SODESUCRE, to stimu-
late cane-sugar production to produce refined sugar,
which was exported; SODERIZ, to increase rice pro-
duction and eliminate imports; and SODEPALM,
to increase palm-oil and coconut-oil production.

Industrialization was very limited and adapted
to the needs of cash-crop farmers. The industrialization
program consisted of two elements. The first—“man-
ufacturing”—consisted of processing local raw mate-
rials for export, the second, “import-based indus-
tries,” produced consumer goods for the local market
with imported inputs. Extreme care was taken so that
Ivorian industries would not compete with French
ones. In fact, most of the industrial plants were subsid-
iaries of French companies, and the list of industries set
up in Ivory Coast excluded the possibility of economic
take off (Destanne de Bernis 1981, 112). The state
retained ownership of the plants, but their operation
and technology, especially in textile and construction
sectors, were controlled by French capital. Manage-
rial and technical staffs were drawn from the expatri-
ate community. The plants relied on imported inputs,
often overpriced. Consequently, profits were quite
low, leaving little room for taxation (Leymarie 2000).

Houphouet-Boigny once described this economic
philosophy as “state capitalism,” but it transmogrified
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into “crony capitalism.” Many of his associates enriched
themselves fabulously under his watchful patronage.
The agro-business parastatals became “private fiefs
of the managing elite” (Fieldhouse 1986, 193). In the
1970s, Henri Bedie, the minister for the economy and
finance, was dismissed for embezzlement and fled the
country, later to become the Charges d’Affaires of the
Ivorian Embassy in Washington DC. “Rehabilitated,”
he returned to become the chairman of the Ivorian
National Assembly. His name resurfaced in a num-
ber of financial scandals regarding his ill-fated plans
to expand the country’s sugar industry that rocked the
country in the 1980s.

Another Houphouet-Boigny associate, Emman-
uel Dioulo, former mayor of Abidjan, fled to Europe
in March 1985 to avoid criminal charges of embezzle-
ment and fraud. His company, COGEXIM, “had
failed to repay loans worth $58 million to the Banque
Nationale de Development” (West Africa, May 1-7,
1989; 677). He received a presidential pardon and
indemnity from prosecution upon his return to the
country on March 3, 1986. In April 1989, Dr. Theo-
dore Kouba, another executive member of the ruling
PDCI, was charged with extorting CFA 6.8
billion ($21.8 million) from executives working
for the Abidjan-based Continental Bank, the African
Development Bank, the World Bank, and from
some eight hundred Ivorian teachers under the pre-
text of building estate houses for them.

In 1983, Houphouet-Boigny himself stunned the
nation by declaring on television that: “Yes, I do have
assets abroad. But they are not assets belonging to Cote
d’Ivoire. What sensible man does not keep his assets
in Switzerland, the whole world’s bank? I would be
crazy to sacrifice my children’s future in this crazy coun-
try without thinking of their future” (La Croix [Paris],
March 13, 1990). In the Guardian Weekly (London),
Paul Webster claimed that Houphouet-Boigny “was
siphoning off French aid funds to amass a personal
fortune as high as 6 billion pounds sterling” (June 17,
1990; 9).

Ivory Coast’s economic development strategy, sup-
ported with massive infusion of World Bank loans and
French aid, was based on the extraction of large
surpluses from small-holders (peasant farmers)—
for example, through 40 percent or higher taxes
on cocoa—for investment by the state. In his 1988
New Year’s address to the nation, Houphouet-Boigny
admitted that the country’s farmers had over the
years sacrificed 80 percent of the value of what

they produced to enable the government to finance
economic development. But the sums were channeled
into inefficient and unprofitable state corporations.
Further, development that took place was concen-
trated in Abidjan and other urban areas, bypassing
rural peasants. The president’s protégés used the rest
of the peasants’ money for self-enrichment and
deposited it overseas. In 1990, “the central bank calcu-
lated that some CFA 130 billion ($456 million) are
spirited out of the country illegally each year” (4frica
Report, May—June, 1990; 14).

To be sure, in the 1960s and 1970s the Ivory Coast
did enjoy robust economic growth, averaging 6 percent
annually—one of the highest growth rates in Africa—
and earning praise from the World Bank and other
international donors. However, the windfall earnings
from cocoa and coffee in 1976 and 1977 were splurged
on imports, and the country borrowed recklessly
to finance a consumption binge. Its foreign debt soared
from $1.66 billion in 1975 to $8.45 billion in 1987
and $14 billion in 1988 for a country of 16 million
people. An economic crisis emerged in 1979, debts
were rescheduled, and a structural adjustment agree-
ment was signed with the IMF and the World Bank
in 1981. An initial success, with GDP growth register-
ing 5 percent in 1985, led the World Bank and the IMF
to throw all caution to the wind. A hasty 1985 IMF
report, ignoring all signs of social discontent, huge
disparities in income, and the lack of institutional
infrastructure, was effusive in its praise, declaring
Ivory Coast “a success story”—a model of free-market
success.

Falling commodity prices and scandalous misman-
agement brought the crisis back in 1988. GDP growth
turned negative (-6.4 percent) with an income per
capita of §830, down 36 percent from $1,290 in 1978.
Blaming the declining market on Western commod-
ity speculators, President Houphouet-Boigny asked
all public sector employees, students, and teachers for
a “solidarity tax”——cuts in wages and allowances,
40 percent for civil servants. The official price paid
to cocoa and coffee producers was reduced by 50
percent for the 1989 to 1990 growing season. These
measures provoked unrest and riots amid calls for
political reform.

Viewing the vast basilica Houphouet-Boigny was
building for himself at Yamoussoukro at the cost
of $360 million, and taking a cue from the dramatic
developments in Eastern Europe, workers opposed the
tax. They took to the streets in February and March
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1990 to vent their anger at the government. They
dismissed his argument that Western commodity
speculators were responsible for the collapse of the
markets and demanded his resignation, pointing to
the basilica as a paramount example of his failed
leadership. Irate workers demanded the prosecution
of the grotos—the corrupt ruling elite—accus-
ing “Houphouet-Boigny and some of his power-
ful government ministers of having hidden away in
Europe sums said to exceed the foreign aid that West-
ern donors have poured into Ivory Coast” (Washing-
ton Post, March 26, 1990; Al7). When Houphouet-
Boigny insisted that there were no billionaires in the
Ivory Coast, a tract revealed that Minister of Primary
Education Odette Kouame, appointed in 1983, owned
a castle on Boulevard Latrille in Cocody and another
in her own village.

Houphouet-Boigny steadfastly rejected the protest-
ers’ demands for multiparty democracy, claiming
“tribalism was still the main obstacle to the achieve-
ment of national unity—the prerequisite for a change
in the status quo” (Africa Report, May—June 1990; 16)
and unleashing his security forces on the protes-
tors with tear gas, stun grenades, and truncheons.
Schools were closed and 120 teachers were arrested
(West Africa, April 2-8, 1990; 558).

By May 1990, the Ivorian “miracle” had gone
bust. The country’s thirteen bishops issued a pastoral
letter, deriding the situation as the “Ivorian malaise”
(West Africa, August 6-12, 1990; 2251). Mounting pres-
sure—through strikes and demonstrations—forced
Houphouet-Boigny to legalize other political parties
and to hold multiparty elections in November 1990.
But Houphouet-Boigny handily won a seventh term in
a presidential election generally regarded to have been
rigged.

Social discontent against the corrupt ruling oli-
garchs bubbled to the surface again in 1992 when angry
citizens took to the streets to protest hopeless life
in perpetual poverty. University students boycotted
end-of-year examinations to protest the government’s
new education policy, which required them to pay
higher bus fares. Unemployed youth also went on the
rampage, blocking midday rush hour traffic. Producers
of the country’s cash crops joined in. Years of neglect
by the government had left them bitter. Apart from
good access roads, every other social service was in
short supply. At an October 1992 meeting at Anyama,
on the outskirts of Abidjan, the farmers demanded
better prices for their produce. (Again in 2003, the
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farmers renewed their demands, refused to sell their
cocoa, and burned several tons of produce to protest
low prices.)

In 1993, Houphouet-Boigny passed away, and
power-hungry stalwarts within the ruling PDCI party
could not even wait for his burial before jostling
ferociously to succeed him. Said a desperate Philippe
Yace, a challenger: “I would be happy to become
president, even if just for two weeks” (New African,
May 1994; 41). Ordinarily, the prime minister,
Alassane Quattara, should have taken over, but he
was outmaneuvered by Henri Konan Bedie, the
Speaker of the Parliament. Bedie, who hails from the
same ethnic group as Houphouet-Boigny (Bauole),
assumed full control but departed from Houphou-
et’s style of governance: dialogue and consensus with
opposition forces.

In 1994, Bedie launched a highly xenophobic and
ethnically divisive campaign of “Ivoirite”—Ivori-
an-ness—ostensibly to check the influx of foreigners.
But opposition leaders said the campaign was to pro-
mote his Baoule ethnic group and prevent Ouattara,
a Muslim from the north, from ever becoming pres-
ident. “After 1994, after Ouattara left, all (Muslim)
northerners lost important jobs,” said sociologist
Abdou Touré. “I was fired from UNESCO, Ali Couli-
baly was fired as main television broadcaster, General
Abdoulaye Coulibaly was fired as air force commander.
We were replaced by Baoules” (The Washington Times,
October 10, 1996; Al7). Many African immigrants,
notably from neighboring Burkina Faso and Ghana,
were harassed and forced to leave.

Tor the presidential elections in 1995, Bedie rammed
through Parliament an electoral code designed to
ensure his victory and changed the president’s term of
office from five to seven years. Protests led to violent
clashes with security personnel on October 16, 1995,
and five lives were lost. “Only a politician like Bedie
could have made such a mess of things,” said an irate
World Bank official. “Only he could have turned an
economic success story into a political nightmare that
this is turning out to be” (The Washington Times, October
19, 1995; A14).

Crony capitalism continued unabated. In May 1998,
the French Weekly published the fortunes of African
heads of state, placing President Houphouet-Boigny’s
fortune at 35 billion FF (US$6 billion) and clocking
President Henri Bedie’s at 2 billion FF (US$300 mil-
lion) (reprinted in the Nigerian newspaper 7he News,
August 17, 1998). Companies with links to President
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Konan Bedie’s family grew fat in financial services and
commodity trading, while others gobbled up the most
profitable privatized state companies.

In June 1999, the EU suspended aid to Ivory Coast
after discovering that about $30 million donated for
health programs had apparently been embezzled
through dubious accounting, over-billing, and failure
to deliver goods. One example was baby weigh-
ing scales; a single scale would normally cost about
$40 but was billed by the health ministry at $2,445.
Subsequently in July, Communications Minister
Daniele Boni Claverie revealed that four senior
government officials of the Health Ministry were being
held for questioning,

In August 1999, Ouattara was proclaimed leader
and presidential candidate of the Assembly of Repub-
licans (RDR), a breakaway group from the ruling
party. Bedie grew nervous and panicky. On Novem-
ber 12, 1999, eleven leading members of RDR,
including four members of Parliament, were jailed
for two years for allowing others to cause public
disorder. Nine more were charged with public order
offenses. On November 26, the police sealed whole
areas of Abidjan and arrested eight more leaders
of the RDR in a northern town. The crackdown
further widened ethnic and religious divisions, lead-
ing to events that culminated in a military coup. The
rebellion not only was against appalling socio-
economic conditions and the tyrannical excesses
of the Bedie regime but was also a sharp rebuke
of French and World Bank policies in the Ivory Coast.
On December 24, 1999, Bedie was overthrown by
General Robert Guel.

Disavowing any interest in politics, General Guei
vowed to create the necessary conditions for a real
democracy with a view to holding fair and transparent
elections within a year. He would not stand for elec-
tion, he said; he had only come to “sweep the house
clean” and return to the barracks. But after tasting
power for a few months, he found that “Power sweet
bad, Haba!” as Africans would say. He decided to run
for the presidency in the elections he had scheduled
for October 2000. Since he needed a political party,
he asked the very political party he overthrew
on charges of corruption to choose him as their pres-
idential candidate! When none of the parties would
have him, he decided to run anyway as the “people’s
candidate” in the October 27 elections.

When early returns showed that General Guei was
losing, he ordered his soldiers to raid the Electoral

Commission and sack the commissioners. The vote
was then counted in secret and General Guei de-
clared the winner. But angry Ivorians poured into
the streets of Abidjan, demanding that General
Guei step down from power. He fled Ivory Coast in
a helicopter on October 29 and Laurent Gbagbo
became the new president. But that did not end
Ivorian troubles. Gbagbo resurrected lvowrite to debar
Ouattara from seeking the presidency. A mutiny
by soldiers in September 2002 degenerated into civil
war and state implosion. By January 2003, the Ivorian
miracle had morphed into a ghastly nightmare. This
was repeated in 2010 when President Gbhagbo refused
to step down after losing the November ballot.

Nigeria

Nigeria differed from other African states in three res-
pects: a large population, a federal constitution, and a
major gold-strike in the form of oil and economic
liberalism. It eschewed doctrinaire socialism and adopt-
ed federalism at independence in 1960. But, as Field-
house (1986) noted, “Lagos, exactly like Accra, aimed
to concentrate the largest possible share of the national
productinits own hands, to expand the public sector and
to develop import-substitution industry by means of
tariffs, import licensing, and other stimuli” (p. 151).

Soon after independence, federalism ran into prob-
lems, which originated from two key pieces of legisla-
tion. The first was the 1951 Macpherson Constitution.
This replaced the 1947 Richards Constitution, which
created three houses of assembly for the three differ-
ent regions: the North, the East, and the West. The
new Macpherson Constitution set up a House of Rep-
resentatives and a Council of Ministers at the center.
The ostensible reason was to secure a more unified
government. But it came at a crushing political cost,
concentrating enormous powers in the hands of the
federal government. The military, dominated by the
northern Hausa, captured and monopolized the state
for twenty-nine out of the thirty-nine years of Niger-
ia’s independence, until 1999 when civilian rule was
ushered in.

The second problem was a 1970 law that in
effect gave all mineral rights in Nigeria to the federal
government. Revenues were then, in theory, distrib-
uted throughout the country. With the discovery of oil
in the early 1970s, much oil revenue flowed into gov-
ernment coffers, accounting for more than 80 percent
of government revenue. The states could not raise their
own revenues, but had to rely upon handouts from the
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central pot, the amount of which corresponded to the
population in the states. Because of this set-up, there
has always been a dispute over population censuses.
Fierce competition inevitably developed among politi-
clans, organizations, state governments, and the vari-
ous ethnic groups to capture the central pot or at least
gain access to it.

Politics has often been seen as a way of gaining
access to fantastic wealth. Much time is wasted over how
to share the spoils of office. This often stirred ethnic
chauvinism. The group that dominated the admin-
istration handed out the best jobs and contracts to
its friends and kinsmen. The ethnic minnows left out
clamored for their own states and even threatened
secession (the Biafran War of 1967). New states were
created for some: seven in 1976, two more in 1987,
and nine in 1993. By 2003, the number of states had
reached thirty-six. The Ogoni in the Niger Delta are
the latest clamoring for their own state. Their griev-
ances are real. They sit on top of billions of dollars of
oil reserves. But “we get no benefit from it, absolutely
none,” complained Chief Edward Kobani, a senior
elder of the Ogoni. Nor was revenue from Nigeria’s
immense mineral wealth used to lift the people out
of poverty.

With the huge influx of oil money, Nigeria’s gov-
ernments embarked upon extravagant public proj-
ects. This created other strong constituencies to lobby
aggressively for budgetary allocations. The state ex-
panded public expenditure programs enormously to
provide social services and utilities. Primary educa-
tion was made free and mandatory, which created a
huge market for the construction of school buildings
and provision of textbooks through the state, thus cre-
ating the conditions under which influence-peddling,
bribery, and corruption flourished.

Nigeria’s economic crisis emerged in 1983 follow-
ing a precipitous drop in oil prices in 1981. Growth
rates turned sharply negative in 1983. By 1985, the
distortions in the economy had reached alarming
proportions. To deal with the worsening economic
situation, the government of General Ibrahim
Babangida adopted the IMI’s Structural Adjustment
Program (SAP) in July 1986. Among others, trade was
liberalized, price controls removed, and the banking
system deregulated.

The deregulation saw an explosion of the number
of new banks. In 1973, there were sixteen commercial
and only three merchant banks. By 1984, there were
twenty-seven commercial and eleven merchant banks.
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By 1987, the total had shot up to forty-seven banks
(thirty-two commercial and fifteen merchant banks)
and to 121 by 1994. The proliferation of banks sparked
fierce competition for deposits, pushing interest rates
to abnormally high levels. Finding it difficult to attract
deposits, newly established banks relied heavily on the
interbank market for funds. Seventy percent of these
funds were controlled by about five older commer-
cial banks which secured deposits at very low interest
rates from their wide network of branches at about 18
percent. These funds were lent to the merchant
banks and other borrowers at about 25 percent at the
interbank market. The merchant banks, in turn, lent
to their customers at about 33 percent. But at such
rates, hardly any business could borrow for investment
and make a profit.

The banks gambled, sinking their funds into the
highly speculative foreign exchange market and other
risky ventures that promised fantastic rates of return.
Unfortunately, the gambles did not always pay off.
In November 1992, the Central Bank of Nigeria
(CBN) declared forty-six banks as “insolvent.” Alhaji
Abdulkadir Ahmed, the CBN governor, “pinpointed
huge debts that are doubtful or bad, fraud and forg-
eries, boardroom quarrels and inept management”
(West Africa, February 1-7, 1993; 148). The governor
explained further that:

Most Nigerian banks, especially the state-owned ones,
have poor loan portfolios—for state government-owned
commercial banks, the proportion of classified loans
(bad and doubtful) was 66.3 percent in 1991; while
the proportion of privately owned banks was 32
percent, and for merchant banks (all privately owned)
the classified loan portfolio was only 27 percent. (ibid.)

By January 1988, Nigeria’s Structural Adjustment
Program had stalled. The banking system was in total
disarray. Financial controls were non-existent or hope-
lessly ineffective. The money supply registered a stag-
gering 43.9 percent growth, against a ceiling of 15
percent. The rate of inflation accelerated to 45 per-
cent in March 1989, compared to 25 percent in 1988.

Three factors underpin Nigeria’s banking crisis. The
first culprit was a reckless and runaway government
that is accountable to no one. The second has been
the autocratic style of monetary policy management
by the CBN that added more confusion and panic
than calm during turbulent times. The third factor was
complete breakdown of the rule of law or the judiciary
system which helped spawn a culture of corruption



THE AFRICAN DEVELOPMENT CONUNDRUM

that tolerated and even condoned egregious scams.

Between 1970 and the early 1980s when oil prices
collapsed, over $100 billion in oil money flowed into
Nigerian government coffers. The government went
on a spending spree. It frittered away the oil bonanza
on extravagant investment projects, a new capital at
Abuja with a price tag of $25 billion, and highly
ambitious Third Development Plan, based upon the
false projections of oil output and revenue.

With the fall in oil prices in 1981, export receipts
plummeted from $22 billion in 1980 to $10 billion
in 1983 and then to $6 billion in 1986. To maintain
income and the consumption binge, Nigerian gov-
ernments borrowed heavily. The country’s foreign
debts quadrupled from $9 billion in 1980 to $36
billion in 1990.

With external sources of credit drying up, Nigeria’s
military governments resorted to heavy borrowing
from the banking system to finance its profligacy,
injecting substantial liquidity into the economy.??
In 1974, for example, the Central Bank of Nigeria
(CBN) loans to the government constituted less than
1 percent of the bank’s asset portfolio. By 1986, it had
reached 63 percent. Excess liquidity in the banking
system has been a constant problem and according
to Ralph Osayameh, president of the Chartered
Institute of Bankers of Nigeria: “The cause of that is
government expenditure” (ibid., 153).

Control of government expenditure was non-
existent. Chaos reigned. Laid-down budgetary pro-
cedures were flagrantly skirted by top government
officials. For example, soon after General Babangida
signed a SAP agrement with the IMF in 1986 to rein in
extra-budgetary spending and escalating defense
expenditures, he formed his own private army (called
the National Guards) and showered officers of the
Armed Forces with gifts of cars worth half a billion
naira. He exempted the military from belt-tighten-
ing. In July 1992, his military regime took delivery
of twelve Czechoslovakian jet trainers (Aero L.-39
Albatros) in a secret deal believed to be part of a larger
order made in 1991 and worth more than $90
million. Earlier in 1992, Nigeria had taken delivery
of eighty British Vickers Mark 3 tanks, worth more
than $225 million.

In 1986, General Babangida established a “dedi-
cation account” with 20,000 barrels of oil per day
to fund the Liquefied Natural Gas (LNG) proj-
ect. Earnings from the allocation were paid into
a special account with the Midland Bank of London.

In 1988, other special accounts were created to fund
specific development projects: Stabilization, “Signa-
ture Bonus,” and Nigerian National Petroleum
Corporation (NNPC) accounts. Receipts for the
various accounts between 1988 and June 30, 1994,
totaled $12.441 billion. But the receipts were never
reflected in the federal budget. “The dedication
and special accounts were parallel budgets for the
presidency and the decision of what projects to be
financed was by Babangida alone, depending upon
the pressures brought to bear on him by sponsors
of specific items” (Newswatch, January 16, 1995; 11).
The former governor of the CBN, Alhaji Abdulkadir
Ahmed, was the only one who, as governor, had
the authority to effect payment on the authority of the
president. According to Newswatch:

If money from the dedicated account was needed for
any undertaking, a note was sent by Ahmed to the
CBN’s director of foreign operations stating that he
should release so many million dollars for such proj-
ect. It would then be stated that the note should stand
as a directive and a receipt for such money. In all cases,
the accounts were debited accordingly. The Bank did
not request, demand, nor was it given any documentary
evidence of the services or projects paid for because these
were deemed classified.

In the case of payment of contractors, only certifi-
cates of performance were lodged with the bank, and at
no time were the original contract documents made
available to CBN. It was therefore not possible to check
requests for payment against the total value of the
contract so as to guard against double payment or
inaccurate claims. In a number of cases, there were
variations between amounts approved for payments
and the actual amount disbursed. (ibid., 12)

Money from these accounts was hardly applied for
the purpose for which it was originally intended. For
example, out of the dedication account, also accord-
ing to Newswatch, Ahmadu Bello University received
$17.90 million for the purchase of television and video
equipment; $27.25 million for medical equipment
for Aso Rock Clinic; $3.85 million to the army for the
purchase of ceremonial uniforms; §323.35 million to
the Ministry of Defense; $59.72 million for security;
and $25.49 million to defense attaches in Nigerian
embassies abroad—all of which bore no relation what-
soever to liquefied natural gas.?

From the dedicated account, $5.304 billion was
spent between 1988 and 1994, on grandiose investment
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projects with little economic wviability. The Ajaokuta
Steel Plant, which was commissioned in 1979, received
$1.473 billion. It has cost more than $3 billion so far,
but is not yet fully operational. The Aluminum Smelt-
er Project at Ikot Abasi received $765.45 million.
With a cost of $1.2 billion, it is 60 percent more
expensive than a comparable project elsewhere in the
world.

Improved revenue collection would have helped
narrow deficits, but weak administrative capacity and
susceptibility to graft and venality limited its prospects.
Fraud pervaded customs and other revenue collec-
tion agencies. For example, in 1992, the Ministry of
Petroleum could not account for some N4 billion (or
$1.5 billion) in crude oil sales between 1980 and 1986.
Nigerian National Petroleum Corporation (NNPC)
was even worse. “Last October, Emmanuel Abisoye,
aretired major-general, who headed a panel that looked
into the activities of the corporation, discovered that
N71.39 billion ($26.77 billion) earned in oil revenue
and lodged in several accounts of the NNPC between
1991 and 1993 had been misappropriated. . . . In his
report to government, Abisoye observed: ‘NNPC does
not respect its own budget. NNPC does not respect
its own plans. NNPC does not respect constituted auth-
orities’” (ibid., 13).

The probes, “war on corruption,” and the vaunted
rhetoric of “accountability” by Nigeria’s military
rulers were all crude oil jokes. “For all the promises
of probity, the military elite [has been] as corrupt
as any regime that preceded it, taking kickbacks on
contracts and diverting government funds” (Finan-
cial Times, May 22, 1992; 6).

Though Nigeria’s industrialization policy began in
the mid-1950s, the major state-support system began
after 1960, and gained further impetus with the dis-
covery of oil. The industrialization policy, based upon
import-substitution, was largely driven by emotional,
nationalistic goals. From the colonial period to the
carly 1960s, most industrial investment was by foreign
firms, so that, in 1963, 68 percent of the ownership
of large-scale industry was foreign (Fieldhouse 1986,
152). Accordingly, in the 1970s, Nigeria increasingly
adopted a policy of “indigenization”—as did many
other African countries, such as Ghana, Zaire,
and Zimbabwe—and certain sections of the Nigerian
economy were reserved exclusively for Nigerians.

The state apparatus was utilized ostensibly to pro-
tect Nigerians from foreign exploitation. The First
Development Plan (1962-68) called for economic
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independence and stated that indigenous businessmen
should control an increasing portion of the Nigerian
economy. The 1963 Immigration Act and the govern-
ment’s 1964 statement on industrial policy, when taken
together, were designed to encourage personnel, equity,
and local-content indigenization (Biersteker 1987, 71).
In 1966, an Expatriate Allocation Board was created
in part because of a large influx of Lebanese and
Indian merchants engaged in both wholesale and retail
sales of textiles goods in the Lagos trading area.

In April 1971, the state acquired 40 percent of the
largest commercial banks and the Nigerian National
Oil Company (NNOC) was established with the gov-
ernment keeping majority participation. In 1975, the
government acquired 35 percent of the petroleum
industry and 40 percent of National Insurance Com-
pany of Nigeria (NICON). The following year, the
acquisition was extended to other insurance compa-
nies when the government took 49 percent of their
shares. Heavy industry and manufacturing, such as gas
liquefaction, iron and steel making, petrochemicals,
and fertilizers, were to be held by the state. The
Nigerian Enterprise Promotion Decree of 1972 ordered
foreign businesses in a number of specified fields to
transfer part or all of their equity to private Nigerian
investors or businessmen. Twenty-two activities were
scheduled to become the preserve of Nigerian
nationals, and another thirty-three foreign enter-
prises were to be excluded from foreign partici-
pation unless above a specified size and with at least
40 percent Nigerian ownership of the equity (Field-
house 1986, 153).

The restrictions were extended in 1977 to cover
both the range of manufacturing and proportion
of equity. Nigerians were to hold 40 percent equity
in all unlisted enterprises. To achieve this goal, oil
money was funneled through state credit agencies
to state holding companies and favored individuals.
Schemes were started to provide credit and facilities
to small-scale Nigerian entrepreneurs. The Approved
Manufacturers Scheme, begun in 1955, was expand-
ed to provide industrial estates to would-be manufac-
turers with little capital.

Although manufacturing output and the num-
ber employed in manufacturing did increase, it came
at great economic and social cost. Graft, corruption,
and political patronage ensured that much of the
oil money was frittered away on prestigious projects—
motorways, Ajaokuta steel mills, inefficient state enter-
prises, luxury imports—from aircraft engines to Mer-
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cedes Benzes. One business tycoon impatient for the
delivery of his Rolls Royce had it air freighted!

Most of Nigeria’s state enterprises were triumphs
of towering inefficiency, producing well below their
installed capacity. For example, if a factory could pro-
duce 100,000 electric bulbs a month (its capacity) and
produced only 10,000 bulbs, it was utilizing only 10
percent of its capacity.

Now, consider the rate of capacity utilization of a
random selection from the central bank’s 1992 annual
report: Nigerian machine tools, 8 percent; Nigerian
paper mill, Jebba, 12.1 percent; Nigerian Newsprint
Manufacturing Company, 13.3 percent; Jukura Mar-
ble Plant, 1 percent; the Nigerian Sugar Company, an
impressive 72 percent. The Nigerian National Paper
Manufacturing Company did not make anything at all:
“Construction work which started in 1977 was yet to be
completed due to lack of funds” (7he Economist, August
21, 1993; Survey, 9). Two of Nigeria’s Airbuses were
impounded in 1988 by the I'rench company Sorgema
for nonpayment of debt. In March, Aer Lingus of
Ireland impounded spare parts, worth about $20
million, which were stored in Dublin, “because of the
airline’s (Nigeria Airways) failure to pay for the main-
tenance of its fleet of Boeing 707 aircraft” (West Africa,
March 20-26, 1989; 454).

Rather strangely, Nigeria chose highly capital-inten-
sive techniques for its state enterprises. Initial estimates
placed the capital costs of the Aluminum Smelter
at Ikot Abasi in Nigeria at $1.2 billion, making this
project 60 percent more costly than comparable proj-
ects elsewhere in the world. The government had
already expended $450 million by early 1991 (World
Bank 1994, 251). Then the Nigerian government built
a six-vehicle assembly plant that was largely depen-
dent on imported materials. The range of models
produced was so wide that production runs were
extremely short; the multiplication of plants also
ensured that all operated at very low levels in capac-
ity. As a result, some recorded a negative value-
added in manufacturing: just the costs of assembly
in Nigeria were in excess of the cost of importing
a fully built vehicle from overseas (Chazan et al. 1992,
255).

While riding high on the oil boom, the government
of Shehu Shagari decided to build that new capital, pre-
viously mentioned, at Abuja, about thirty miles north-
east of Lagos, at an “estimated cost of $16 billion.”
Never mind that millions of Nigerians in the slums
of Lagos lacked running water, medical care, and

educational facilities. Eventually, the cost of the capi-
tal soared to $25 billion—officially. Unofficially, most
critics believe it was more than double that.

Ajegunle City, Lagos State, Nigeria

But such frivolous extravagance was not unique
to Nigeria alone. President El Hadj Omar Bongo of
Gabon, an oil producing country with a foreign debt
of $I billion, built a $27 million conference center with
a facade of imported Italian marble just in time for the
1977 summit meeting of the Organization of African
Unity in the capital of Libreville (7ume, January 16,
1984; 28).

The rest of the oil money was squandered by cor-
rupt politicians and military bandits in hideous
displays of wealth amid appalling poverty and
squalor. A World Bank study reckoned that capital
flight during the 1980s reached $50 billion. “Over
3,000 Nigerians have Swiss bank accounts,” lament-
ed the Christian Association of Nigeria. Army chiefs
parked Maseratis and even Lamborghinis outside plush
government villas while their children attended expen-
sive schools in Britain.

Thus, in Nigeria, as in Ghana, “the record of pub-
lic policy as an instrument of economic development
was very poor. Industry was extremely inefficient.
Agriculture experienced virtually no growth” (Field-
house 1986, 159). The increase in national income,
occasioned by the higher oil prices and larger volumes
of oil exports, was partly absorbed by a state appara-
tus that was increasingly politicized and linked to
private interests and partly squandered on import-
substitution industrialization, involving huge invest-
ments with little return. In July 1999, the new Nige-
rian president, Olusegun Obasanjo, announced a new
privatization program. He lambasted Nigeria’s large
public sector, where some of the more than one thou-
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sand state-owned enterprises have been losing millions
of dollars annually. “State enterprises,” he declared,
“suffer from fundamental problems of defective
capital structure, excessive bureaucratic control or
intervention, inappropriate technology, gross incom-
petence and mismanagement, blatant corruption, and
crippling complacency” (UN Recovery, April 2000; 8).

The supreme irony of Nigeria’s economic devel-
opment is that, despite the flow of substantial oil
wealth, the country entered the new millennium with
real income per capita about the same as it was at
independence in 1960 and heavily burdened by debt.
The drop was more dramatic in the 1980s. In 1980,
income per capita stood at $1,029—the fifth highest
in Sub-Saharan Africa. By 1990, it had dropped to
a woeful $266. This sharp decline in economic perfor-
mance was not due to external economic adversities.
As previously mentioned, $100 billion in oil money
had gone straight to the Nigerian government between
1970 and the early 1980s. On top of this, Nigeria had
borrowed foreign money to the tune of $35 billion—
now foreign debt.

Senegal

The posture of Francophone African states after inde-
pendence was somewhat bizarre and paradoxical.
Having won political independence, they yearned for
economic sovereignty; yet Irench commercial influ-
ence was dominant and pervasive. In Senegal, Leopold
Senghor, who assumed the presidency upon indepen-
dence in 1960, was socialist-oriented. President Seng-
hor maintained in most essentials an open economy
and trade. At the political level, however, his ruling
party, Union Progressiste Senegalaise (UPS), “monopo-
lized power, with Senghor, as president, the sole focus of
decision-making. The party took control of all organs
of government, politicizing the bureaucracy at all lev-
els. The bureaucracy, already large, grew substantially”
(Fieldhouse 1986, 213). A substantial portion of state
revenue went to feed political and administrative elite
grown accustomed to a French standard of living.
Though Senghor’s ideological orientation was
soclalism and “Negritude,” there was hardly any direct
state involvement in economic life. The state’s main
economic function consisted in controlling credit and
banking. Banque Nationale de Developpement and
Union Senegalaise de Banque were established in the
1960s and the state invested in some new industrial
ventures, such as the industrial free zone, the naval
repair base, a petro-chemical complex, and tourist

110

facilities. The bulk of the industrial enterprises were
left to the French.

Senghor supported French international policies
in exchange for economic aid, military support, and
a favored position for Senegalese products on the
French market. Senegal’s export economy has always
been monoculture: the cultivation of groundnuts.
By supporting the price of this commodity above
world prices until 1967, France reinforced this over-
dependence on a single crop and did not help to
diversify agriculture. It was in this sector that the state
was most directly involved.

Direct state involvement in groundnut production
stemmed from the need to free the peasant producer
from domination by the largely French trading compa-
nies. The French companies had previously marketed
more than 50 percent of the groundnut crop, distrib-
uted over 75 percent of imported food and manu-
factures, sold to peasants, and provided much of the
credit, along with Lebanese and African middlemen,
for the groundnut production system. Although Sene-
gal had no marketing boards, as in Anglophone Africa,
a stabilization fund was set up in 1958 to even out
fluctuations in market prices. Societies de Prevoy-
ance, an alternative co-operative means of marketing
produce, was established with the aim of creating
a system of rural co-operatives. Societies de Prevoyance
would not only control the buying of the groundnut
crop but also dispense credit and disseminate technical
knowledge. But to carry out this scheme, a very com-
plex bureaucratic machinery was set up—of course—
upon the advice of the ever-indispensable French
advisors in Dakar. Thus,

Control of all sales of groundnuts was vested in an
Office de Commercialisation Agricole (OCA), which had
a monopoly of buying from the co-operatives and at first
the remaining private buyers. OCA would then sell either
to the processing companies in Senegal or to importers
of groundnuts in France. To promote agricultural improve-
ment, Centres Regionaux de |'Assistance au Developpe-
ment (CRADs) were established, provided with finance
for credit by the new Banque Senegalaise de Developpe-
ment (BSD), later by Banque Nationale de Developpement
Senegalaise (BNDS). The co-operatives were supervised
by the Service de la Cooperation (SC), part of the Ministry
of Rural Economy. (Fieldhouse 1986, 215)

Clearly, the structure was highly bureaucratic and
centralized. Bureaucratic incompetence resulted in
widespread cases of embezzlement, financial chaos,
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shortages of agricultural inputs, food, and trade goods,
with wide variations in prices. These reinforced rural
economic inequalities and enabled the local co-opera-
tive officials to enrich themselves (Samoun 2000, 28).
In fact, “The state apparatus became one of direct
exploitation of the peasantry. The co-operatives organ-
ized the rural world and the state appropriated the
surplus” (Cruise O’Brien 1981, 287). Senegalese
farmers revolted, threatening the political stability as
well as the interests of the civil servants and the
French capitalists. To quell the growing revolt, Senegal
asked the European Union for a grant to cover the
peasantry’s debt—a request that was supported
by Irance (ibid.). Groundnut producers did not bene-
fit either from the end of private marketing or the
creation of a state monopoly with related development
services.

When the Senegalese state opted for industrializa-
tion through import substitution, its special relationship
with France created a problem. The share of private
Senegalese capital in the domestic ownership of indus-
try was a tiny 3 percent (ibid., 224). The preponder-
ance of French- and Lebanese-owned industry made
it difficult even for the most enterprising Senegalese
to find a niche in industry, except in the “informal
sector.” Thus, while some modest industrialization
and expansion was achieved, it furthered the interests
of Irench companies. Private and public French capi-
tal was favored over local private or public investment
in the creation of infant industries that were supposed
to lead the development of the local economy. A con-
tradiction soon became apparent: they were attempt-
ing to achieve economic independence while allowing
unrestricted penetration of French capital.

Tanzania

In Tanzania, Nyerere’s industrialization and social
transformation also achieved little. In 1967, Tanzania’s
ruling party adopted the Arusha Declaration estab-
lishing a socialist state where the workers and peasants
controlled and owned the means of production. Banks,
insurance companies, and foreign trading companies
were nationalized. Nyerere stated as one of his princi-
ples of socialism that “it is the responsibility of the state
to intervene actively in the economic life of the nation
so as to ensure the well being of all the citizens.” The
state took over all commercial banks, insurance com-
panies, grain mills, and the main import-export firms,
and acquired a controlling interest in the major mul-
tinational corporation subsidiaries, coffee estates, and

the sisal industry. A “villagization” program (Ujamaa)
was adopted to encourage the communal production,
marketing, and distribution of farm crops.

In 1973, Nyerere undertook his massive resettlement
programs to create “communal villages” or Ujamaa.
By 1976, some 13 million peasants had been forced
into 8,000 co-operative villages, and by the end of the
1970s, about 91 percent of the entire rural population
had been moved into government villages (Zinsmeister
1987, 13). It was illegal for the peasants to sell their own
produce; they had to buy and sell through government
distribution centers, which was in clear violation of
traditional African practices.

Between 1967 and 1973, the number of rural vil-
lagers who were officially designated as residing in
Ujamaa villages increased from one-half million to two
million (or an estimated 15 percent of the rural popu-
lation). However, according to Japheth M. M. Ndaro,
director of the Institute of Development Planning at
Dodoma, during 1961-70, inhabitants of Dodoma de-
vised and adopted strategies that did not conform to
the political slogan of nation-building dominant in the
early 1960s. In some parts of the district, the concept
of Ujamaa actually stifled local initiative. “All in
all, the Arusha Declaration of 1967 and Ujamaa
Policy of 1968, which marked an important mile-
stone in the development of the country as a whole,
did not inspire the people of Dodoma to engage
in development initiatives that were alien to their
socio-cultural environment” (Taylor, et al., 1992; 178)

Even worse, forced settlement later proved to be an
ecological disaster. UN agencies estimated that about
one-third of Tanzania is threatened by desertification
due to deforestation, over-grazing, over-cultivation,
and population increase because of the government’s
policy of villagization. Critics say this caused lower
farm yields and increased land degradation since
families were settled regardless of land fertility or live-
stock numbers” (New African, November 1991; 35).

The agricultural economy was left devastated by
state controls. Production of most crops showed a
steady decline after 1974. Overall output of food crops
rose only 2.1 percent between 1970 and 1982, well
below the population growth of 3.5 percent. By 1981,
a food crisis had gripped the nation, turning it into a
net importer of basic foodstuffs. The country had to
import one million tons of grain to avert population
starvation. The towns and cities had to be supplied
with imports of grain costing an estimated 2,000
million shillings (Libby 1987, 254). In 1971-72, grain
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imports were 135,000 tons, including 90,000 tons
of maize. In 1972—73, grain imports dropped to 90,000
tons, of which 80,000 tons were maize. However,
during the next year from August 1973 to July 1974,
Tanzania was forced to import over 500,000 tons of
maize alone (African Business, 1979; 21). For eight
years (1974-1982), Tanzania’s income per capita
had remained stagnant at $210 (World Bank 2000a,
35). Exports of agricultural produce were similarly
affected, impairing the country’s capacity to earn for-
eign exchange:

Exports of cotton fell to pre-independent volumes and
sisal output was less than a third of its 1961 total. “In
the last ten years, the annual cashew exports fell from
140,000 to 30,000 tons. The total tonnage of all export
crops was 20 percent less in 1984 than it had been in
1970. Production of basic food crops, such as maize,
rice, and wheat, have also declined to half their 1972
levels. And, as could be expected, food imports have
doubled. (Zinsmeister 1987, 33)

After the Arusha Declaration of 1967, the Tan-
zanian state became predominant in all spheres. No
role was envisaged for private investors. Within a
decade, however, more than half of the 330 state-run
enterprises set up by Nyerere had become scandal-
ously ineflicient and broke. Tanzania’s state enter-
prises could barely produce. They were characterized
by overstaffing and high overheads that perpetuated
a costly elitist rule by bureaucrats. The government-
run factories operated at 10 to 30 percent of capacity.

For example, the state-owned Morongo Shoe
Company (MSC) was financed by the World Bank.
Based on abundant supplies of hides and skins, the
project was supposed to be a low-technology, econo-
mies-of-scale activity that would expand the country’s
exports. About 80 percent of the shoes were to be
shipped to Europe. But when the plant became
operational in the 1980s, “MSC achieved just over
5 percent capacity utilization. By 1986, the figure was
below 3 percent. Most of the machines were never used,
quality and design were abysmal, and unit costs were
very high, and the factory was eventually abandoned”
(Luke 1995, 154).

Another example is the state brewery that produced
the local Safari beer. Production was hideously ineffi-
cient and quality control non-existent. A stray cock-
roach could now and then be spotted in the bottled
brew. In 1993, the government sold part of its stake
to a South African company.
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The entire industrial sector contributed only 8
percent to GNP in 1998. The government sector was
hideously over-manned, employing some 75 percent
of the formal labor force. The Nyerere socialist fail-
ure would have been even more devastating had it not
been for the generous external assistance it received.

Between 1978 and 1981, over $3 billion in foreign
aid poured into Tanzania. By the early 1980s, foreign
charity was paying for over 16 percent of the nation’s
GNP, including 60 percent of the development
budget and more than half of all imports. Still, the
economy floundered. The New York Times (October
24, 1990) reported that “at first, many Western aid
donors, particularly in Scandinavia, gave enthusias-
tic backing to this socialist experiment, pouring an
estimated $10 billion into Tanzania over 20 years.
But when Nyerere left the stage, the country’s largely
agricultural econ-omy was in ruins, with its 26 mil-
lion people eking out a living on a per capita income
of slightly more than $200 a year, one of the lowest
in the world” (p. A8).

The World Development Report 1990 by the World
Bank noted that Tanzania’s economy contracted an
average of 0.5 percent a year between 1965 and 1988.
Average personal consumption declined dramatically
by 43 percent between 1973 and 1988. Infrastructure
crumbled under Nyerere’s rule. The Economist observed
that for all the aid poured into the country, Tanzania
only had “pot-holed roads, decaying buildings, cracked
pavements, demoralized clinics and universities, and
a 1988 income per capita of $160 (lower than at inde-
pendence in 1961)” to show for it (June 2, 1990; 48).
A dilapidated telecommunications system was also
a feature of Tanzanian society. The Tan-Zam railway
completed by the Chinese operated under low capac-
ity due to lack of railway engines. The Tanzanian
Railways Corporation, with support from Canada,
operated a rail service on other tracks. But since the
tracks are of a different gauge, the engines cannot
be used on the Tan-Zam line.

Delivery of social services collapsed under Nyere-
re’s tenure. The Muhimbili Medical Center where the
Dar es Salaam University of Medicine is based
and which serves as the only referral hospital for all
Tanzanians, often had no drugs and was in a state
of complete collapse for much of the 1990s. Education-
al institutions similarly crumbled to such an extent
that government officials sought medical care over-
seas—as was the case with Nyerere himself—and sent
their children to foreign schools.
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In 1996, Denmark and even Canada suspended
aid to Tanzania, citing rampant corruption. Senior
government officials and major politicians were
brazenly exempting themselves from paying taxes.
In 1993, there were over 2,000 such exemptions, cost-
ing the treasury $113 million. When corruption first
reared its head in the early 1970s, Nyerere set up
a Corruption Bureau. But very quickly, bureau officials
themselves became corrupt and one of its top officials
was himself seen bribing an airline official to secure
a ticket for Tanzanian Airways.

Similarly, Zambia under Kaunda, according to the
Washington Post (September 12 1995), fit the classic-
mold of the command economy: “Through companies
it controlled, the state ran virtually everything, from
the cultivation of maize to baking of bread to mining
of copper. Payrolls were heavily padded, with employ-
ees receiving housing, cars, and free airfare on the
national airline. Even food was subsidized” (p. A12).

Uganda

In Uganda, in contrast to Ghana, there was no ideo-
logical basis to statism, nor strident rhetoric about
colonialism and imperialist enemies. But there was an
enemy nonectheless. As in Nigeria, the enemies were
the foreign companies and expatriates. Until 1971,
the Ugandan economy enjoyed a fairly robust growth.
Gross domestic product grew at 4.8 percent per annum
between 1963 and 1970, giving a respectable increase
in per capita terms of at least 2 percent. The country
also maintained a reasonable saving rate, averaging 13
percent, which permitted the implementation of an
ambitious investment program without adverse effects
on domestic prices or the balance of payments. Though
exports grew slowly, earnings were more than ade-
quate to cover import requirements, leaving a healthy
current account surplus on the trade balance in most
of the years. Even the government was running a siz-
able budget surplus during the latter part of the 1960s,
which helped finance a significant proportion of
development outlays. The turning point came after
1970, when Idi Amin seized power.

In postcolonial Africa, the military became the
scourge of Africa and the bane of its development.
Africans should note what happens to an economy
when the apparatus of the state falls into the hands
of reckless military brutes. As the World Bank Report
on Uganda in 1982 observed:

From the early 1970s, and especially following the change
of government in 1971, the situation deteriorated

abruptly. The adverse impact of developments under the
military regime on the country’s economy is of continu-
ing concern. In particular,

a. Many of the country’s best administrators, managers,
entrepreneurs, bookkeepers, teachers, and traders left the
country (including most of the Asian population during
the so-called “economic war” of 1972);

b. The parastatal sector, which had already been
expanded during the early 1970s, became bloated with
the addition of numerous abandoned or confiscated
industries (others were given to inexperienced private
owners). This whole process was undertaken in a hap-
hazard and chaotic manner, with little concern for proper
transfer of ownership, compensation, and financial con-
trol, and little regard for managerial constraints in the
parastatal sector; and

¢. The administrative system, in both government and
the parastatal sector, was increasingly geared to fear
and favoritism. Many civil service and parastatals posi-
tions were filled by political appointees, and there was
little reward for technical competence or scope for open
discussion of economic strategy or policies. Fiscal respon-
sibility was virtually non existent, leading to widespread
misuse of funds and corruption. (p. 4)

The process actually began with the “Nakivubo
Pronouncements” of 1970, in which the state sought
60 percent participation in a number of private indus-
trial, commercial, and financial undertakings. The mil-
itary regime initially toned down this policy, reducing
the participation rate to 49 percent and the number of
nationalized companies to seventeen, including banks,
one of the oil companies, and some manufacturing and
mining companies. But the nationalization drive was
revived during the “economic war” of 1972, spear-
headed by Idi Amin.

Results of these asinine policies under Amin were
stagnation of GDP from 1970 to 1978; a fall in the
saving rate to 8 percent, deteriorating infrastructure,
and the destruction of productive assets. Many agri-
cultural processing units were closed down and
equipment frequently broke down and was not fixed.

A war broke out in late 1978 between Uganda
and Tanzania that eventually led to the downfall of
Idi Amin. Extensive damage was caused by artillery
bombardment around Mbarara and Masaka in the
southern part of Uganda. Though the war was brief,
military rule took a devastating toll on the Ugandan
economy. When the Commonwealth team of experts
arrived in Uganda in mid-1979, evidence of destruc-
tion and disintegration was everywhere. They found:
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® Crops were damaged and livestock killed, either
due to the direct impact of military activities or
to provide food for the soldiers and marauders;

® Many houses, factories and public building were
gutted or partially destroyed, especially around
Mbarara and Masaka;

B School supplies, textbooks, and writing materials
were looted;

B Food, clothes, and furniture were taken from shops
and houses;

® Office records were lost or destroyed;
® Tools and equipment were taken from workshops;

®  And thousands of cars and trucks were stolen
(World Bank Report on Uganda, 1982; 8).

The war in Uganda imposed severe hardships and
difficulties. These problems were not by themselves
insurmountable and could be overcome with a stronger
administration and resource base. But the World Bank
mission was not optimistic. As it reported:

The years of military regime had left the economy short
of skilled manpower and foreign exchange, and the
administrative system virtually collapsed. With such
deep-rooted and pervasive problems, it would have
been difficult for any government, with the best of
intentions and support, to implement an effective
rehabilitation program. In Uganda, where the govern-
ment has changed four times during the last three
years and where the security situation has remained
unsettled, it is not surprising that initial progress was
slow. (ibid.)

Following the ouster of Idi Amin, international
agencies held the first aid donors’ meeting in Paris
in November 1979 to help successive Ugandan gov-
ernments rebuild their economy. In June 1981, the
IMF agreed to a $197 million standby facility and
after the first debt rescheduling in November 1981
at the Paris Club, Uganda came under IMF tute-
lage. The government of Milton Obote announced
an economic recovery program for 1982-84, which
concentrated on the main export sectors and pressing
social needs. A further program was announced for
1983—1985, which covered more than one hundred
projects and gave more emphasis to industry. Unfor-
tunately, Obote began an Idi Aminisque pogrom,
sparking a rebel insurgency that led to his ouster by
Yoweri Museveni in 1986.

In June 1987, the Museveni regime reached an
agreement with the IME, securing a three-year Spe-
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cial Drawing Rights (SDR) §63.25 muillion structural
adjustment facility.?* The country began a comprehen-
sive policy and institutional reform program to dereg-
ulate the economy, eliminate direct state involvement
in most of the public services, institute a major privat-
ization program, reform the civil service, and embark
on a public expenditure reform and a decentralization
process.

Macroeconomic stability was achieved and main-
tained in the 1990s. Annual inflation rates dropped
from 66 percent in 1986 to 15 percent in 1993 and
below 5 percent per year for most of the second half
of the 1990s. Interest rates fell from 240 percentin 1986
to 15 percent in 1993. Average income per capita
rose from $200 in 1990 to $330 in 2000, a 65 percent
increase. There was a significant reduction in the
incidence of poverty from 56 percent of the total
population in the 1992 to 35 percent in 2000. Be-
tween 1994 and 1997 Uganda posted a real GDP
growth rate of 8 percent, the highest in Africa. In
response to its reforms and performance, foreign aid
poured in, amounting in 2000 to some 53 percent of the
total government budget, or 13 percent of GDP
Uganda’s macroeconomic performance showed an
average real growth rate close to 7 percent per year,
leading the Bank to declare Uganda as an economic
success story in 1998.

Uganda was one of the few African countries willing
to embrace the stringent Structural Adjustment Pro-
grams which the World Bank deemed vital to restor-
ing fiscal discipline and monetary stability, and it was
an important advocate for the World Bank’s programs
in Africa. Between 1987 and 2003, the World Bank
provided an estimated $790 million in adjustment
support, in addition to an estimated $1 billion in
project support in the agriculture, infrastructure, and
social sectors. However, the World Bank mission sent
to Uganda in 1998 reported “widespread accusations
of non-transparency, insider dealings and corruption,”
involving President Museveni’s own brother, Major
General Salim Saleh (World Bank 1998).

Cases of large-scale embezzlement documented
in the World Bank report included the stealing of
donor funds disbursed to the ministries of Health and
Education and to the Ugandan Electoral Commission,
as well as funds disbursed to projects aimed at help-
ing alleviate poverty, but which were embezzled and
never benefited the intended poor. The World Bank
report specifically targeted Vice President Wandira
Kazibwe, whose office was being investigated for the
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loss of 3.4 billion Ugandan shillings in a valley dam
scheme which was paid for, but never constructed.

President Museveni himself, together with the pres-
idents of Rwanda and Burundi, were directly accused
by a United Nations panel of taking advantage of the
civil war in the Democratic Republic of Congo and
engaging in systematic plunder of the country’s min-
eral resources. The United Nations Panel of Experts
on the Illegal Exploitation of Natural Resources and
Other Forms of Wealth of Congo was set up in June
2000 and headed by Madam Safiatou Ba-N’Daw (from
Ivory Coast).

Its report, released in mid-April 2001, found
“mass-scale looting” of stockpiled minerals, coffee,
timber, livestock, and money by the armies of
Rwanda, Uganda, and Burundi. Military and govern-
ment officials then export the diamonds, gold,
and a composite mineral called coltan to line their
own pockets and enrich a network of shell com-
panies owned by well-connected associates. The
panel said between September 1998 and August
1999, the occupied zones of Congo were drained
of existing stockpiles of minerals, agricultural, and
forest products, including livestock. “Regardless
of the looter, the pattern was the same. Burundian,
Rwandan, Ugandan, and/or Rally for Congolese
Democracy (RCD) soldiers, commanded by an offi-
cer, visited farms, storage facilities, factories, banks,
and demanded that the managers open the coffers
and doors. The soldiers were then ordered to remove
the relevant products and load them into vehicles”
(New African, June 2001; 4). When resource stock-
piles were looted and exhausted by occupying forces
and their allies, the exploitation evolved to an
active extraction phase. The looting was facilitated by
the administrative structures established by Uganda
and Rwanda.

According to the panel, “The Central Bank of
Uganda has reportedly acknowledged to IMI' offi-
cials that the volume of Ugandan gold exports does
not reflect [the] country’s production levels but rather
that some exports might be ‘leaking over the borders’
from Congo. The Central Bank reported that, by
September 1997, Uganda had exported gold valued
at $105m, compared with $60m in 1996 and $23m
in 1995” (New African, June 2001; 4). But the panel
found Uganda’s exports “suspicious” for many rea-
sons: “(a) Uganda has no known diamond produc-
tion; (b) Diamond exports from Uganda [began]
only in the last few years, totaling $3 million, coin-

ciding surprisingly with the occupation of eastern
Congo; and (c) the need [for Uganda] to control the
rich diamond zone near Kisangani and Banalia.”
Uganda has also become an exporter of niobium,
another mineral similar to coltan, but the panel says
Uganda had “no production [of niobium] prior to
1997,” coinciding with its presence in Congo.

The panel contended that Rwandan authorities
themselves admitted that the country “has no pro-
duction of diamond, cobalt, zinc, manganese, and
uranium. Yet Rwanda has been exporting diamonds.”
Rwanda’s production figures, according to the report,
displayed some irregular patterns for gold and coltan
starting in 1997. Rwanda took in at least $250 million
in eighteen months by exporting Congolese coltan
(Wastington Post, May 2, 2001; A18).

“Key individual actors including top army com-
manders and businessmen on the one hand, and gov-
ernment structures on the other, have been the engines
of this systematic and systemic exploitation,” said the
report. President Yoweri Museveni of Uganda and
Paul Kagame of Rwanda are, at the very least, politi-
cally involved, according to the panel of experts, which
spent close to seven months in the region. The report,
written by five experts, goes so far as to say the two
leaders “are on the verge of becoming godfathers of
the illegal exploitation of natural resources and the
continuation of the conflict” (The Washington Times,
April 17, 2001; A13).

On December 19, 2005, the International Court
of Justice, the United Nation’s highest court, ruled
that Uganda’s invasion of the Congo was unlawful
and that Uganda must pay reparations for the plunder-
ing of Congo’s mineral resources:

The courts held Uganda responsible for killing, torture,
and cruel treatment of civilians in Congo and called the
invasion an “unlawful military intervention.”

The court dismissed Uganda’s claims of self-defense
and, in a 16-1 ruling, denounced the Ugandan military for
deploying child soldiers and inciting ethnic conflict as it
rampaged through Congo’s Ituri's province from August
1998 to July 1999.

Although Uganda was primarily responsible, all sides
were to blame for the “immense suffering of the Congo-
lese people,” the ruling said.

A separate case brought by Congo against Rwanda
is still pending at the world court. Congo withdrew
its claims against Burundi after the two countries reach-
ed a settlement. The court also ruled that Congo must
compensate Uganda for the destruction of the Ugan-
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dan Embassy in Kinshasa and for the mistreatment of
its diplomats.” (The Washington Times, December 22,
2005; A16)

Congo’s Information Minister, Henri Mova-Sak-
anyl estimated damages from Uganda’s invasion at

$10 billion.

Zaire (now DR Congo)

Zaire’s economic crisis emerged in 1974 and for four
straight years its gross national product contracted
by 16.8 percent. The worst year of the crisis was in
1978 when output was 17 percent below the level of
1974; the manufacturing sector was operating at about
40 percent of capacity; inflation rate (December 1977
to December 1978) averaged 100 percent; real wages
and salaries were at one fourth of the 1970 levels; and
malnutrition was on the rise.

While external factors, such as the depressed level
of copper prices and the closing of the Benguela Rail-
way in November 1975, played a role, the principal
causes of the crisis were internal: the heavy external
borrowing, hastily conceived and poorly implemented
experiments of Zairianization and “radicalization,”
deficiencies in management of the economy, misallo-
cation of the country’s resources, and the pervasiveness
of corruption.

By far, however, the most significant factor in the
causation of the Zairian crisis was the Zairianization
or nationalization measures of 1973—74. It needs to
be borne in mind that, around this time, Nigeria and
Ghana were also pursuing the same “indigenization”
programs. (See, for example, Nigeria’s Indigenization
Decree of 1972 and Busia’s Ghanaianization Law of
1970.)

In Zaire, the state took over a wide variety of
businesses, including the small trading and transport
firms, which constituted the lifeline of the rural areas.
In manufacturing, however, the impact of Zairianiza-
tion was somewhat mitigated by the fact that the state
did not take over the large firms but restricted their
retail outlets. As the World Bank Mission to Zaire in
1979 reported:

Zairianization led in many instances to the destruction
or dispersion of the capital stock, as many plantations
were abandoned by the new owners after selling their
newly acquired assets (trucks and other movable
equipment); it disrupted marketing by causing an exodus
of small expatriate intermediaries who traditionally
played a vital role in the distribution of inputs
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and consumer goods as well as in the collection and
commercialization of farm output. To take one example,
the decline in palm oil production of about
30 percent between 1974 and 1978 is attributable in
part to the negative effects that Zairianization had on
the output of small plantations, which had been
significant as a group. (Report on Zaire, 15)

The brunt of the nationalization measures were
borne by the manufacturing sector, including agro
industry. Sixty-two firms in eleven of twelve manufac-
turing sector branches—which accounted for about
two-thirds of total sector sales—were nationalized.
A large number of firms in the commercial and
construction sectors were also affected. Although
nationalization had a widely varying impact on
individual enterprises, it produced a generalized effect
on the working environment by causing a progres-
sive attrition of expatriate managerial and technical
staff, abrupt changes in commercial (supplier—client)
relationships, and severed or significantly altered
relations with former foreign parent companies.

The World Bank (1979) concluded that:

The most adverse effects of the Zairianization/nation-
alization measures, however, were perhaps the neglect
of maintenance and repair, the discouragement of
private investment by either foreigners or nationals,
and pervasive financial mismanagement. This has been
widely recognized by the Zairian authorities; nationaliza-
tion was a reaction to the failure of Zairianization; and
retrocession a reaction to the failure of nationalization.”
(ibid.)

Living standards deteriorated. Income per capita
dropped from $210 at the time of independence to
$160 in 1988 (World Bank, World Development Report,
1988). A 1980 official Trade Union Enquiry revealed
that 1,061 zaies (about $235) a month were needed
for a diet that would barely keep the body and soul
together for a typical urban family. The average wage
in June 1981 was 23 zaires per month, which was
worthless in the face of inflation raging at 85 percent.
Even the professional class was suffering. Medical
doctors, for example, were getting between 500 and
800 zaires a month in 1982.

Social conditions were deteriorating alarmingly.
At Mama Yemo General Hospital (named for Mobu-
tu’s mother) unattended patients were dying because
there were no bandages, no sterilization equipment,
no oxygen, and no film for x-ray machines. The dead
often remained in the intensive care unit for hours
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before being removed because there was no room for
extra bodies in the morgue (Lamb, 1985). One third
of infants died before the age of five.

Health clinics at university campuses in Kinshasa
and Lumumbashi had to shut down because the
medicines intended for use there had been diverted
to the black markets. Agricultural produce destined for
market often rotted on the ground because the trans-
portation system had broken down. The government
news agency closed down for lack of paper, and two
of Air Zaire’s planes (a Boeing 747 and a Douglas DC
10) were repossessed. What happened?

Part of the suffering of Zairians emanated from
the collapse of the copper market in the late 1970s
and early 1980s. Copper, which accounts for some 60
percent of Zaire’s foreign exchange earnings, experi-
enced overcapacity and increasing competition from
optical fibers (which can replace copper in some
applications, such as underground telephone cables).
Another part of Zaire’s woes stemmed from the
civil war that raged through the Shaba province in
1977 and 1978. But the predominant cause was the
egregious system of government instituted in Zaire:
kleptocracy—government by armed looters.

Presiding over an empire of graft and venality,
President Mobutu himself boasted on the TV program
CBS 60 Minutes in 1984, that he was the second rich-
est man in the whole world. Together with his close
family and friends, Mobutu owned more than twen-
ty-six expensive properties including a thirty-two room
mansion in Switzerland, a sixteenth-century castle
in Spain, a huge vineyard in Portugal, and an estate
in the Ivory Coast. At home, he had eleven palaces,
including one on the northern border in his ancestral
village of Gbadolite, known as the Versailles in the
Jungle, where liveried waiters serve pickled quail
tongues and chilled French wines.

The top group that ruled Zaire, the Gang of Five,
were: Mobutu; Litho Moboti, his uncle; Seti Yale,
his security adviser; General Bolozi Gbudu, head of
military intelligence (and married to two of Mobu-
tu’s relations); and Moleka Liboko, his nephew and
a businessman. They all came from two clans orig-
inating from Mobutu’s father’s willage, Gbandolite
(the Gbande tribe) on the northern Ubangi River in
Equateur province.

Zaire in the late 1970s was recetving nearly half of
all the aid money the Jimmy Carter administration
allocated for black Africa. But that aid failed to im-
prove conditions. “Of every dollar coming into Zaire,

whether in the form of foreign aid or a business con-
tract, Zairian officials reportedly took twenty cents
off for their personal cut. In 1977, Zaire’s coffee crop
was valued at $400 million. Only $120 million made
it to Zaire’s treasury” (Lamb, 1985). Meanwhile, Mo-
butu strutted about the world stage while his African
people starved. Slowly but steadily, Zairians watched
helplessly as their hopes and future were squandered
by the Gang of Five.

In 1997, Zaire imploded. President-for-Life Mobutu
Sese Seko was driven out of office by a rebel insur-
gency led by Laurent Kabila. Mobutu died in exile
in Morocco. But as Africans would say: “We struggle
very hard to remove one cockroach from power and
the next rat comes to do the same thing! Haba!”
A year and half later, Kabila faced a rebel insurgency
himself—just like Charles Taylor of Liberia, who him-
self led an insurgency to remove General Samuel
Doe from office. The insurgency against Kabila
(1999-2003) drew in the armies of Angola, Namibia,
Chad, and Zimbabwe, supporting the Kabila
government; and the armies of Uganda and Rwanda,
supporting the rebels. This plunged Zaire (now the
Democratic Republic of the Congo) into yet another
orgy of violence and war that claimed more than
6.5 million lives by 2013.

Zimbabwe

Upon independence in 1980, President Robert Mug-
abe openly stated his determination to make Zimbabwe
a one-party nation and his Zimbabwe African National
Union (ZANU) party “a truly Marxist—Leninist party
to ensure the charting of an irreversible social course
and create a socialist ideology.” Indeed, in December
1982, all fifty-seven ministers and deputy ministers
in Mugabe’s cabinet arrived at the Harare airport
to greet visiting Ethiopian leader Mengistu Haile
Mariam—black Africa’s arch-apostle of Marxism—
Leninism. Inheriting an economy that was hobbled
by racial inequalities under the former white-minority
regime, there was a strong need to correct injustices
committed by white colonialists.

At independence, Zimbabwe had the most broad-
based economy in Africa. It had an iron and steel
industry and a diversified industrial infrastructure,
which was meticulously built by the racist Ian Smith
regime to ensure self-sufficiency after the imposition
of sanctions following the Unilateral Declaration
of Independence (UDI) from Britain in 1965. Its

mining, chemical, and construction industries were
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relatively advanced technologically. But ownership
and control of industries and the economy lay in the
hands of white settlers.

After independence, Mugabe did not embark upon
any program of wholesale expropriation and nation-
alization. In December 1982, the Mugabe govern-
ment introduced a Transitional National Development
Plan 1982-83 to 1984-85. The strategy was for
growth, equity, and transformation. The private sector,
dominated by white settlers, was to continue to func-
tion but with increased state control and participation.
For example, shortly after independence in 1980, the
Zimbabwe Mass Media Trust was set up to buy out
the country’s five main newspapers. Mugabe argued
that the newspapers were owned by the South Afri-
can Argus newspaper group and that the news was
racially biased. Nathan Shamuyarira, minister of infor-
mation, declared that the purchase was motivated
with a “view to getting the right news through to the
consumer.” Who could challenge that objective? But
as in Nkrumah’s Ghana, each repressive measure in
Zimbabwe was dressed in either anticolonialist or anti-
racist garb. In 1981 the editor of the Umtali Post was
dismissed on Mugabe’s order after she raised ques-
tions about the presence of North Korean military
instructors in the country. Nor could journalists or even
members of Parliament investigate allegations of
corruption in high echelons of the government.

As elsewhere in Africa, the socialism introduced by
Mugabe was of the “Swiss bank” variety that allowed
him and a brigade of kleptocrats to rape and plunder
the treasury for deposit in overseas bank accounts.
It became evident that Mugabe and his lieutenants
were a determined bunch of bandits who had wrapped
themselves in socialist garb. Less than two years after
independence, a wave of corruption scandals began
to sweep the country. For example, at the Ministry
of Education, phantom teachers were added to the
government payroll, and their salaries were collect-
ed by teachers already on the payroll. New African
(December 1987) reported the extent of the corruption:

Civil servants at all levels, workers in parastatals and pri-
vate organizations and bank tellers have been appearing
in court with monotonous regularity for dipping their
hands in the kitty. Government critics point fingers at
the leadership of the country for the malaise saying that
a lot of Ministers are the ones, who, through their “get
rich quick” tendencies started the “each one for himself
and God for us all” survival syndrome. The critics point to
the massive wealth which many Ministers have amassed
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in the seven short years of independence. It is a common
secret that several leaders have thrown the country’s
avowed policy of socialism to the winds and have used
their positions to acquire wealth in the form of hotels,
houses for rent, ranches, farms, buses and stores. (p. 58)

As early as 1982, Edgar Tekere, a maverick and
also a nationalist who fought alongside Mugabe for
Zimbabwe’s independence, decided to fight against
this incipient “Swiss bank” socialism. He declared:
“We all came from Mozambique with nothing; not
even a teaspoon. But today, in less than two years, you
hear that so and so owns so many farms, a chain of
hotels, and his father owns a fleet of buses. Where
did all that money come from in such a short period?
Isn’t it from the very public funds they are entrusted
to administer?” (New African, March 1989; 21) Uni-
versity students also protested, saying that Zimbabwe’s
revolutionary heroes had been betrayed by corrupt
and ideologically bankrupt leaders (New African, Decem-
ber 1988; 23).

According to The imbabwe Independent (April 27,
1999):

The 1999 Zimbabwe Human Development Report (funded
by the UN Development Program) is eloquent on the
straits to which the Mugabe regime has reduced Zimba-
bwe, hitherto one of Africa’s richest and most developed
countries. Per capita income has fallen back to what
it was a generation or more ago and the grotesque
appropriation of wealth by the governing elite—every
minister is rich and most are at least US dollar million-
aires—has produced one of the most unequal societies
in the world. Poverty is increasing rapidly: 61 percent
of the population is now below the poverty line. Zimba-
bweans are now suffering rapid declines in health and
life expectancy. (p. 22)

The myriad of state controls and regulations
imposed by the Mugabe regime created a gold mine
of opportunities for illicit enrichment by government
bureaucrats and cronies. State controls create artificial
shortages and rent-secking activities. In the early 1980s,
such an activity erupted into a scandal that drew much
attention.

At that time, Zimbabwe had only one car assembly
plant, Willowvalle Motor Industries in Harare. Owing
to a shortage of foreign exchange created by a com-
bination of import, export, and exchange controls as
well as the refusal of Mugabe to deal with apartheid
South Africa, a chronic shortage of vehicles developed.
Ration coupons or “chits” were issued by the govern-



THE AFRICAN DEVELOPMENT CONUNDRUM

ment to allocate scarce vehicles. But some government
officials used their positions to gain access to an inor-
dinate number of chits. They then used their excessive
allocation of chits to purchase automobiles and later
resold them on the black market at three times their
purchase price—kalabule in Ghana.

Mugabe’s statist Marxist—Leninist policies failed to
improve the lot of the people, whose economic wel-
fare progressively deteriorated. By 1989, people were
already fed up with Mugabe. On Africa Day, “only
about 8,000 people went to listen to President Mugabe
deliver a speech at Rufaro Stadium in Harare. Within
hours after the stadium was cleared, 40,000 people
paid to watch soccer at the same stadium. . . . People
have reasons to be apathetic. They complain of high
taxation, unemployment, corruption among govern-
ment and party officials, and price hikes” (New African,
December 1989; 20).

The economy declined progressively. Corn pro-
duction dropped sharply from 2 million tons in 1981
to 620,000 in 1983. Zimbabwe, once a food exporter,
was rapidly becoming a food importer. Shortages of
commodities and foreign exchange were becoming
rampant. “The cost of living has risen astronomi-
cally since independence in 1980. Inflation is running
around 20 percent per annum and most people are
having to dig deeper into their pockets to survive” (New
African, December 1987; 58). The unemployment rate
was 50 percent in the urban job market in 1989 and
corruption was increasing. By 1999, things had gotten
progressively worse.

According to The imbabwe Independent (April 27,
1999):

There is no mealie meal B, the staple diet B in the shops,
apparently because of foul-ups by the government mar-
keting board. Every day the government promises that
mealie meal will soon be in the shops. Meanwhile bread,
rice, potatoes and other substitutes are also sold out.
Inflation is running at 47 percent and shopkeepers, unsure
what will happen to the currency next or that today’s
takings will buy tomorrow’s supplies, often opt for
pre-emptive price increases. With interest rates at 55
percent, car sales have halved (causing job losses in the
country’s Mazda assembly plant) and the property market
has frozen solid. (p. 25)

By 1999, the Zimbabwean state had effectively
ceased to function. Desperate for revenue, the govern-
ment not only imposed stiff hospital fees that many
could not afford but also sacked all the nurses. Of the

country’s sixteen district hospitals, five were still lying
idle in 1999, two years after being built, due to lack of
medical staff. The parastatal oil company, NOCZIM,
looted by its managers, ran up a debt of Z§4 billion.
In 1999, the department of social welfare announced
that it lacked transport to ship grain to 54,000 starving
families in the Guruve district. “No-bid government
contracts, such as the one to renovate Harare’s interna-
tional airport, were awarded to Mugabe’s nephew and
other relatives” (Washington Post, May 5, 2000; A23).

In 1990, subsidies to Zimbabwe’s parastatals
amounted to 6.9 percent of total recurrent expenditure
or 34.5 percent of the budget deficit. This was aggra-
vated by a phenomenal expansion of the civil service
(bureaucracy) after independence in 1980. There were
62,035 total civil servants in 1980; in 1989 the total
came to 181,402 (Five-Year Development Plan, 1990—
1995).

The state-owned Air Zimbabwe was long plagued
by Mugabe’s habit of commandeering its planes and
kicking off passengers whenever he wanted to go on
one of his frequent trips with his wife, Grace. Her enor-
mous mansion in Borrowdale was built on land bought
from the state for less than a seventh of its commercial
value (The {imbabwe Independent, April 27, 1999; 25).

Zimbabwe Mining Development Corporation
(ZMDC) was set up through an act of Parliament of
1982 to develop mines owned by the state. It was hoped
that the parastatal would grow its portfolio, generate
foreign exchange, and create jobs. Given that the min-
ing sector accounted for about 5 percent of the gross
domestic product (GDP), it was assumed that state
participation in the industry was only logical and strate-
gic. But ZMDC never lived up to expectations. Accord-
ing to the state-owned The Herald (January 22, 2003),

Its holdings shrank from over 10 mines to the three in
2003: Elvington Mine, Sabi Gold Mine and Jena Mines,
which were bought from Trillion Resources of Canada.
Two of ZMDC's flagships, Kamativi Tin Mine and
Mhangura Copper Mines (MCM) closed in 1994 and
2001 respectively. ZMDC has also disposed of Bar 20 to
Forbes and Thompson mines and is no longer oper-
ating Merits Limited, Peneast Mining Company and
KY Refractories.

The situation at the remaining mines became pre-
carious. Sabi ceased operations and teetered on the
verge of collapse. It owed Trust Bank $618 million and
required at least Z$1.2 billion to pay off the debt and
exploit the mineral resources at the mine.
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Workers at ZMDG alleged that management had
been left to run down the parastatal. They cited favor-
itism and profligacy as contributory factors to the poor
performance of ZMDC. But ZMDC chief executive
Isaiah Ruzengwe denied the allegations: “None of
ZMDC mines were closed because of mismanage-
ment. In fact, a government institution can never be
closed because of mismanagement because Govern-
ment will act to remove that management and replace
it and examples are galore in Zimbabwe” (The Herald,
January 22, 2003). The chief executive perhaps needed
brain surgery.

According to The Jimbabwe Independent, (April 27,
1999):

Given the government's spendthrift ways, its steady

refusal to slim down the bloated patronage state admin-

istration and the elite’s determination to steal everything
that is not nailed down and quite a bit that is, the result
has been to deliver Zimbabwe into the hands of the IMF/

World Bank. Ministers bilk on whatever bills they can, the

infrastructure falls to bits before one’s eyes and the state

searches ever more desperately for revenue. School fees
have been pushed up to the point where many parents
are having to take their children out of school and illiter-

acy is increasing for the first time in a century. (p. 25)

In the late 1990s, the country was rocked by a wave
of strikes by workers, nurses, and teachers to protest
rising food and fuel price hikes. In 1998, even doc-
tors went on strike to protest shortages of such basic
supplies as soap and painkillers. And while the urban
poor were rioting about food prices, the Mugabe
government ordered a fleet of new Mercedes cars
for the fifty-odd cabinet ministers while seventy-
seven-year-old Mugabe himself and his thirty-six-
year-old wife, Grace, attended lavish parties and
conferences abroad. In 1999, President Mugabe
further angered voters by tripling and quadrupling
salaries of his ministers.

As mentioned, rampant shortages of basic com-
modities—such as mealie meal, the national staple
diet, bread, rice, potatoes, cooking oil, and even
soap—kept inflation raging at more than 110 percent.
“Zimbabwe’s gross domestic product dropped from
US$8.4 billion in 1997 to about US$5 billion in
2001, a fall of around 40 per cent” (The Times of
London Online, March 6, 2002). With the flight of
investors and closure of businesses due to attacks by
militants—more than thirty businesses were attacked
in May 2001 alone—jobs became scarce, pushing
Zimbabwe’s unemployment to nearly 60 percent.
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In 2000, four hundred companies closed and some
9,600 jobs were lost.

The state treasury stood empty, pillaged by kami-
kaze kleptocrats and drained at the rate of $3 mil-
lion per week by some estimates by a mercenary
involvement in Congo’s war (Washington Post, March
3, 2002; A20). Cabinet ministers, army generals, rel-
atives of President Mugabe, prominent figures in the
ruling party, and a score of well-connected individu-
als launched lucrative business ventures to plunder
Congo’s rich resources: diamonds, cobalt, and gold.
Plunder of Congo’s mineral riches and lucrative deals
kept Zimbabwe’s army generals fat and happy. Accord-
ingly, commander of the defense forces, General
Vitalis Zvinavashe, warned in February 2002 that the
country’s military, police, and intelligence chiefs would
not accept a “Morgan Tsvangirai” as a national
leader if he won the March 9 election since he was not
a veteran of Zimbabwe’s independence struggle.

Mugabe angrily rejected the criticism of those who
blamed the government for Zimbabwe’s economic
crisis. It was, he said, the fault of greedy Western
powers, the IME, the Asian financial crisis, and the
drought (imbabwe Independent April 27, 1999; 26).
Naturally. But Zimbabwean voters knew better. When
Mugabe asked them in a February 15, 2000, referen-
dum for draconian emergency powers to seize white
farms for distribution to landless peasants, they resound-
ingly rejected the constitutional revisions by 55 percent
to 45 percent. Paranoid and desperate, Mugabe played
his trump card. He sent his “war veterans” to seize
white commercial farmland anyway. That intimidation
tactic ruined Zimbabwe’s agriculture and did little to
save Zimbabwe’s collapsing state-owned corporations,
which were parceled out to “comrades” to manage.

Of particular significance was the National Rail-
ways of Zimbabwe (NRZ) which needed over $2 billion
for rehabilitation.

Not only had it recorded a loss before tax of over $60 mil-
lion with low capacity utilization, high overheads, and
operational inefficiencies, its workers went unpaid for
more than six months while management, led by the late
Retired Air Commodore Mike Karakadzai, continued to
receive their salaries and allowances.

Needless to say, Mugabe rewarded Karakadzai with
national hero status when he died in 2013 and promised to
continue deploying to parastatals people like him because
“men and women with the correct political ideology and
military prowess such as Comrade Karakadzai formed the
backbone of our defence forces at Independence.”
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Meanwhile, workers are yet to receive their salaries and
most of the trains no longer operate as the NRZ continues
on its downward spiral.

Other parastatals such as state broadcaster ZBC and the
Public Service Medical Aid Society (Psmas) subsequently hit
the headlines for paying former chief executive officers
Happison Muchechetere and Cuthbert Dube “obscene”
salaries while ordinary workers went months without pay.
Psmas CEO Dube was getting a basic salary of $230,000
per month, but over $500,000, including benefits. On the
other hand, Muchechetere was raking in about $40,000
per month, excluding fuel and other benefits, while work-
ers at the insolvent broadcaster were unpaid for seven
months. (The Zimbabwe Independent, June 5, 2015)

Why the Statist/Socialist Model
Failed in Africa

Africa’s disastrous postcolonial economic record pro-
vides overwhelming evidence that the state-controlled
socialist economic model can never be used to develop
Africa successfully. First, the inherent superiority of
the statist model has not been proven convincingly in
any part of the Third World. State-run companies or
corporations are seldom run efficiently anywhere—
even in the First World. Such was the case of Japan
National Oil Corporation (JNOC). According to The
Wall Street Journal (March 9, 2005):

Japan's quest for overseas energy sources was long run
by powerful bureaucrats who operated with little trans-
parency or outside accountability. In four decades, they
mostly found hundreds of dry oil and natural gas wells—
and billions of dollars in red ink. . . .

Now, as the rise of China, India, and other countries
heats up global competition for fossil fuels, Japan is hop-
ing to get better results by relying more on market disci-
pline. In a major policy shift, Tokyo is disbanding its state-
run company and shifting its support to a commercially
run company that Japan hopes can better compete with
foreign oil titans.

“There has been a large mentality change in Japan,”
says Paul Bernard, head of Asian energy research in Hong
Kong for Goldman Sachs Groups Inc. “The government
realized it just has no business being in the petroleum
exploration business.”

As its new national champion, Japan has anointed Inpex
Corp., a state-owned exploration company created by
the government in 1966 to drill for oil and natural gas in
Indonesia. To assume its new role, Inpex is being restruc-
tured to act more like a private company. In November

2004, the Tokyo-based company was listed on the Tokyo
Stock Exchange, when the government reduced its stake
to 30 percent from more than half. . . . The government
has sold Inpex some of the most prized assets of its failed
bureaucrat-run predecessor, Japan National Oil Corp., or
JNOC. . . . JNOC is scheduled to be disbanded by March
2005, with 720 billion yen ($6.84 billion) in losses. In 38
years of operation, less than one-quarter of its more than
300 exploration projects ever found profitable quantities
of oil and gas.

The abysmal record made it an easy target for Prime
Minister Junichiro Koizumi, who since taking power four
years ago has vowed to shrink the size of government and
rely more on the private sector. Reformers hope a more
market-based approach will prove more effective, and less
costly, in securing energy sources. . . .

In its search for a national oil champion, Japan may have
picked a winner in Inpex. The company is widely praised by
analysts for being well run, a legacy of having been man-
aged as a for-profit company since its creation. (p. A19)

Second, even if such a model can be adjudged
superior, Africa lacks the necessary supporting inputs
to make the model work: an efficient administrative
machinery, honest and dedicated civil servants, as well
as an effective communications network. Africa lacks
all these. Third, the statist/socialist model benefited
only the ruling elites. Only they rode about in Mer-
cedes Benzes. Only they purchased commodities at
government-controlled prices. Only they had access
to government-subsidized housing. Even their funerals
were paid for by the government. But there were also
more practical reasons why statism failed miserably
in Africa.

Multiple Economic Objectives

Development under the direction of the state (diri-
gisme) led to the establishment of many state enter-
prises under hastily drawn industrialization programs
which were intended to achieve a multiplicity of objec-
tives, some of which were noneconomic and contra-
dictory. To compound the problem, many of the goals
were nebulous. Nkrumah’s Seven-Year Development
Plan, for example, had more than thirteen objectives,
ranging from attaining economic independence, social
justice, and African unity to “breaking the strangle-
hold of neocolonialism.” Some state enterprises were
expected to turn a profit and at the same time gen-
erate employment. But since many stood as shining
pieces of “modern development,” they were subjected
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to all kinds of political interference. Many were over-
staffed with political functionaries and cronies. In some
African countries, state controls and public enterprises
were expected to check the activities of foreigners
and multinational corporations. Some state enterprises
were supposed to earn or save the country foreign
exchange.

In many places in Africa, foreigners and foreign
companies were quite productive. This was especially
the case of Lebanese in West Africa; Asians in Uganda,
Kenya, and other East African countries; and Belgians
in Zaire. When Idi Amin expelled the Asian merchants
in the mid-1970s, and Zaire expelled foreign nationals
and seized their companies, as well as their property,
the GNP in both countries suffered severely. In 1972,
Idi Amin nationalized British investments worth more
than £250 million and expelled all 50,000 Asians,
confiscating assets worth more than £500 million,
which he distributed to his cronies. The economy
collapsed. Exports of sugar, coffee, and tea slumped,
as peasant farmers resorted to smuggling to escape
confiscatory taxes from Amin’s rapacious gang By
the time Amin was kicked out by Tanzanian soldiers
in 1979, average incomes in Uganda were 40 percent
lower than in 1971, when he seized power.

President Yoweri Museveni invited the Asians back
and offered to return about 40 percent of their assets
confiscated by Amin. The result? According to The
Economist (August 23, 2003), “Uganda is one of only
a handful of African states to have seen a substantial
reversal of the flight of capital and skills. Asians, 15,000
of whom now live in Uganda, have invested an estimat-
ed $1 billion in the last decade or so” (p. 37).

There have been cases upon cases where an Afri-
can government has nationalized a foreign-owned
company, only to mismanage it. Consider, for example,
two documented cases from Ghana. In 1976, the gov-
ernment of Ghana took over R. T. Briscoe, a foreign
company. “Before the takeover, the company was pro-
ducing 241 buses in 1974. After the takeover, produc-
tion was 12 buses in 1977 and only 6 buses in 1978”
(Daily Graphic, January 18, 1979; 5). Four years earlier,
in 1972, the government of Ghana had also taken over
the African Timber and Plywood Company, a private
company. The results were the same. Before the take-
over, “production was 75 percent of installed capacity
but this has fallen to a woeful 13 percent” (West Africa,
October 12, 1981; 2422).

Economic progress suffers whenever an activity is
transferred by the state from productive into unproduc-
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tive and ineflicient hands. Even the so-called “back-
ward and illiterate” chiefs recognized this:

Nana Kwadwo Bosea Gyinantwi IV, Omanhene of Drobo
Traditional Area, called on the government to allow for-
eign firms like UAC (Ghana Ltd), G. B. Ollivant, and Cad-
bury and Fry with longstanding experience in the cocoa
industry to purchase and evacuate cocoa produce because
the [state-owned] CMB and its agencies have proved inca-
pable of handling the industry alone.

He said since many expatriate companies in the country
had in the past dealt with the cocoa industry with preci-
sion, there was no point in saddling the CMB with a load
it could not carry. (Daily Graphic, September 21, 1981; 5)

Occasionally, xenophobic hysteria erupts over the
employment of foreigners, but such scapegoating has
been counterproductive. In July 2004, President Oluse-
gun Obasanjo invited about two hundred white farm-
ers, whose farmlands had been violently seized by the
Mugabe regime in Zimbabwe, to resettle in Kwara
state. Bukola Saraki, the governor of the state, said:
“When we found oil [in the Niger delta], we didn’t ask
people in southern Nigeria to look for shovels to dig
for it. We brought in foreigners with expertise. Our
land is an asset that is not being utilized. The only way
to do that is to bring in people with the necessary
skills” (The Washington Times, July 18, 2004; A6). In
this case, while white Zimbabwean farmers should
be welcome in Nigeria, unfortunately—as we shall
argue in Chapter 10—the governor erred by abandon-
ing his state’s peasant farmers. Foreign expertise should
augment, not replace, the local expertise. In March
2007, this same governor declared that he is worth
$2 billion!

In the CCB [Code of Conduct Bureau] filings, the young

governor declared that he owned properties in the UK

worth 2.9 million pounds and in the US worth $4 million
respectively, his assets as declared in the assets declaration
forms obtained by Saharareporters are worth $2 billion.

(www.saharareporters.com; March 1, 2007)

Pragmatism ought to rule. The issue is not whether
Africans are “inferior” or “unqualified” or the expa-
triate “superior” and more “qualified.” Rather, it is a
question of getting the job done in an establishment.
If an African cannot do it, he should be fired, just as
the expatriate should. At the same time, however, it
would be unwise to insert expatriates in certain areas;
for example, peasant agriculture. The hysteria about
the employment of expatriates obfuscates the issue and
plays into the hands of incompetent African officials.


http://www.saharareporters.com
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The disbarment of foreign nationals provided
many African governments with the rationale to cre-
ate employment for their nationals and party support-
ers. Africa’s state sector became hopelessly overstaffed.
More than 20 percent of Ghana’s civil service was
declared redundant in 1984 by the secretary of finance
(West Africa, January 27, 1986; 1607). In fact, Ghana’s
state owned shipping line, the Black Star Line, had
so many redundant employees that 254 were paid for
three years (1981-84) to simply stay home! (West Africa,
August 6, 1984; 1607).

Back in 1966, a bamboo processing factory was
found to have spent just 219 cedis (§72) on raw mate-
rials whereas wages and salaries amounted to 16,184
cedis, and the State Fishing Corporation “as of Octo-
ber 1, 1968, had on its payroll 435 sea-going person-
nel, despite the fact that for months it had no vessel
fishing” (Killick 1978, 237). In fact, in 1966, the min-
ister of finance listed “overstaffing” and “indiscipline”
as major factors militating against efficiency of public
enterprises (ibid.). Nigerian Railways has six times the
staff per traffic unit of European railways. In February
1987, 30 percent of all ministries in Sierra Leone were
considered superfluous (West Africa, June 1988; 1762).

In Ghana, blatant cases of overmanning were often
for political reasons and had a whole history dating
back to the 1970s. One excellent example was Gha-
na’s State Gold Mining Corporation, which was inves-
tigated by the Amamoo Commission (1971). Its report
noted that

The basic cause of the present weakness of the corpora-
tion is political in nature. Since it was formed in 1961 no
Government has provided the Corporation with the con-
ditions necessary for its success. One reason for this is that
Governments have tried to pursue contradictory objec-
tives. Governments have tended to speak with two voices
about the duties of the Corporation. With one voice they
justify the necessity for the Corporation on social, non-
commercial grounds, i.e., on the need to prevent unem-
ployment. With the other voice, however, they talk of the
Corporation in commercial terms, stressing the need to
obtain profits and criticizing the management for having
to depend on budgetary subsidies. (p. 8)

Another example of political interference and lack
of accountability is supplied by the case of Ghana’s
Industrial Development Corporation (IDC), set up to
promote industrial investment. A 1958 report by W.
Arthur Lewis, the famous Nobel laureate economist
from the West Indies, noted that

The IDC has suffered greatly from outside interference
in the shape of Members of Parliament and other influ-
ential persons expecting staff appointments to be made
irrespective of merit, redundant staff to be kept on pay
roll, disciplinary measures to be relaxed in favor of con-
stituents, business to be purchased at inflated prices, loans
to made irrespective of security, etc. (Killick 1978, 245)

When the opposition charged that the IDC catered
more to the whims of politicians, the minister of works,
N. A. Welbeck, retorted: “But that i3 proper; and the
Honorable Member too would do it if he were there!”
(ibid.)

Misaligned priorities were not unique only to
Ghana. In Zambia, a country with critical shortages
(of tires and auto spare parts, for instance), China
was busy building a giant new headquarters for the
Zambia’s only political party (The Wall Street Journal,
July 29, 1985; 18).

In addition, there has been a rather consistent ten-
dency on the part of African leaders to select devel-
opment projects that emphasize grandeur rather than
economy. In Ghana, there was notable predisposition
on the part of the government to opt “for modern cap-
ital intensive techniques and projects.” Uphoft (1970)
cited a pharmaceutical factory where a relatively mod-
est design was turned down in favor of another that
eventually cost nearly ten times as much and that
included “eleven bungalows for managers, a hand-
somely fitted administration block, a large cafeteria
with one of the biggest and most modern kitchens in
Ghana, and housing for experimental animals better
than those in which most Ghanaians lived” (p. 562).

Administrative Ineptitude

Some of the reasons for the poor performance of the
state enterprises and other development projects gen-
erally have been poor project planning, lack of feasibil-
ity studies, improper siting of industries and projects,
poor coordination, and implementation that emanated
from defective administrative machineries.

The civil service is characterized by low morale, lack
of discipline and accountability, predisposition toward
graft, nepotism, and low productivity. African govern-
ments have always been aware of the defects in the civil
service machinery but instead of tackling the problems
they have blamed their predecessors, the “colonialists.”
Nkrumah was well aware of these defects:

It has long been apparent that the administrative machin-
ery we inherited was not designed for a country working
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within the framework of an overall development plan,
and in which the activities of individual agencies of the
nation are directed to clearly defined goals of develop-
ment. An effective reform of the governmental machin-
ery is therefore needed if the 7-Year Plan is not to falter
on the inadequacies of administration. (Nkrumah 1973;
199)

Reform of the government machinery never mate-
rialized. To rectify the defects in the “colonially” inher-
ited machinery, he created more ministries and public
institutions. When no improvement was forthcoming
he lamented that:

It amazes me that up to the present many civil servants
do not realize that we are living in a revolutionary era.
This Ghana, which has lost so much time serving colo-
nial masters, cannot afford to be tied down to archaic
snail pace methods of work which obstruct expeditious
progress. We have lost so much time that we need to
do in ten years what has taken others a hundred years
to accomplish. (Nkrumah 1973, 157)

Twelve years after Nkrumah’s overthrow, the civil
service standard of efficiency had not changed much,
as the Okoh Commission (1978) noted: “The standard
of discipline is generally low both in terms of compli-
ance with civil service code and in the enforcement of
disciplinary action. There is widespread feeling that
some superior officers lack self-discipline. They are thus
unable to set the right examples for the sub-ordinates to
follow” (p. 2).

Defects in the civil service machinery not only
resulted in poor project planning but also in adminis-
trative blunders and financial mismanagement. There
is extensive evidence for these, but suffice it here to give
a few dramatic examples.

In Ghana, two tomato canneries were built in differ-
ent parts of the country. The capacity of either one of
them would have met the total domestic demand (Kil-
lick 1978, 229). It took six years to complete Ghana’s
state footwear corporation factory and by the time it
was ready to go into production, much of its equip-
ment was obsolete (ibid., 231). The Ghana govern-
ment-owned sugar factory at Komenda, after comple-
tion, stood idle for more than a year because it lacked
a water supply system (ibid.).

In Uganda and Angola, some high rises lack glass
panes and running water. In Mali, a Soviet-built cement
factory at Diamou was designed for a capacity of
50,000 tons a year. Beset by regular breakdowns, it pro-
duced only five tons in 1983 (7ime, January 16, 1984;
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27). Furthermore, according to The Wall Street fournal
(July 29, 1985):

The US built 50 crop storage depots in Senegal and
placed them in locations the peasants never visited. In
Uganda, a railroad expert discovered to his amazement
that a repair shop built with foreign aid was seven times
as large as the one he ran in Germany. A fifth of Ivory
Coast’s foreign borrowing went to build two sugar mills
that started production just four years ago and now
are closed. In Sudan, the Soviets built a milk bottling
plant at Babanusa. Babanusa's Baggara tribesmen drink
their milk straight from the cow and there aren't
any facilities to ship milk out of Babanusa. The 20-year-
old plant hasn't produced a single bottle of milk. (p. 18)

Delays in project completion—with consequent
cost over-runs, poor coordination, and in some cases
the complete absence thereof—all took their toll on
the efficiency of the state enterprises. In 1975, Nigeria
purchased a Russian-made steel-making furnace. But
it was built on a site so remote from iron and coal
mines as to render it useless. Subsequently, Russian,
German, and French technicians spent billions of naira
to make it operational.

The most outrageous blunder, however, was what
was dubbed Africa’s largest paper mill, the Nigerian
National Paper Manufacturing Company. It was con-
ceived under the Third National Development Plan
(1975-80), to produce 100,000 tons of paper yearly,
to earn about 150 million naira from exports and save
the nation 250 million naira in imports. It was initially
estimated to cost only 85 million naira in 1976.

By 1979, the cost had been revised to 350 million
naira; from there it jumped to 450 million naira three
years later. By 1986, it was estimated that an addi-
tional 275 million naira were needed for completion.
When the government could not provide the funds,
a Canadian company proposed a loan of $135 million
(which then was the equivalent of 275 million naira)
to complete the required project in return for lifting
of crude oil of an equivalent amount, but this offer
was rejected. By 1989, only 55 percent of the project
had been completed, according to Professor Ganiyu
Jawando, chairman of the Nigerian company. Accord-
ing to New African (August 1989):

The project was then almost forgotten until last Novem-

ber (1988), when President lbrahim Babangida paid

a visit. He was shocked by what he saw: “The Iwopin

Paper Mill is becoming a classical example of how not to

plan and execute a major strategic operation,” he said.
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“It is a sad reflection of bad planning, bad implemen-
tation and bad use of public funds which have char-
acterized our life since independence.” (p. 24)

Many of Africa’s state enterprises were set up with
either no prior feasibility studies or improperly done
studies. Where these studies were done at all, they
mostly were done by the very companies or individ-
uals who were peddling their equipment for factories
under supplier credit arrangements—a clear conflict of
interest. I'or example, in Ghana, a Yugoslav company
recommended and built those two previously men-
tioned tomato canning factories on an assumed price
of 1 pesewa per pound of tomatoes when farmers were
receiving from the ordinary market traders 5 1/2 to
9 pesewas in one center and up to 15 pesewas in others
(Killick 1978, 230).

In a similar fashion, the British consultants and
engineers who built and managed Ghana’s steelworks
at Tema based their analysis on an assumed price for
electric power that was only 30 percent of the going
rate for other industrial consumers (ibid.). That offi-
cials were aware of these shortcomings and conflicts
of interest is borne out by a remark by the minister
of finance that the foreign suppliers who undertook
the feasibility studies “were more interested in selling
than in anything else” (ibid.).

Lest one be inclined to ascribe these failures to
a lack of administrative skills, note should be taken
of an observation made by the World Bank in refer-
ence to Ghana’s State Farm Corporation: “The most
simple calculations of costs and returns would have
indicated the lack of wiability inherent in many of
the Corporation’s projects prior to their implementa-
tion” (ibid.).

Venal Tendencies

African governments are characterized by overspend-
ing, wasteful practices, willful extravagance with public
funds, and financial irregularities and profligacy.
Many projects have failed in Africa because

they were riddled with graft and corruption. Accord-
ing to the World Bank’s World Development Report 1983:

Corruption seriously undermines the effectiveness of gov-
ernment. Over time, corruption tends to corrode popular
confidence in public institutions. Rent-seeking can
become an obsessive pre-occupation. Public officials will
do nothing without bribes and many people are unpro-
ductively employed in securing their favors or buying
their silence. Corruption tends to favor those with eco-
nomic or institutional power. Some corruption is on such

a scale that it has major economic consequences; it may
stimulate the illegal export of capital or result in large
projects being awarded to contractors (often multi-
national companies) according to the size of their bribes
rather than the quality of their performance. (p. 117)

Much of the failure of government policies in Africa
can be explained by corruption because it goes hand
in hand with administrative inefficiency. Administra-
tors may expedite approval of a project without check-
ing its viability either because they have a personal
interest or are promised a cut. In some instances a via-
ble project is shelved indefinitely because the appropri-
ate minister was not adequately “settled,” as Nigerians
would say. Not only does corruption undermine admin-
istrative efficiency but it impairs the government’s abil-
ity to formulate and implement development policies.

In most African countries, the import control pro-
gram required licenses or official permission before
goods could be imported. But in Nigeria, an importer
could obtain the license with payment of a 10 percent
bribe. It was the same story in Ghana, where even gov-
ernment appointed commissions of enquiry revealed
this malpractice. In Senegal, when the state-run
company to distribute fertilizer and seed was closed,
“auditors discovered that most of the company’s $250
million in bad debts were owed by about half a dozen
politically well-connected businessmen” (7he Wall Street
Journal, July 29, 1985; 18).

It is estimated that up until the 1970s, “at least 50
percent of the corporations in Nigeria and Ghana
had had public inquiries conducted into their opera-
tions” and that between 1960 and 1966 the Nigerian
Railways alone had thirteen inquiries into its activities
(Udoji 1970, 219). Following a special committee set
up in 1961 by the federal government of Nigeria,
a public policy statement was issued to the effect that
public corporations should enjoy an appropriate
measure of independence and should not be subjected
to direct government interference in their day-to-
day activities. But political interference in the affairs
of the corporations continued unabated.

“Chairmen usurped the powers of chief executives;
ministers usurped the powers and functions of both
chairmen and chief executives. The management of
some of the corporations was chaotic as it became
a hotbed of power struggles” (Etukudo 2000, 27).
In such a chaotic situation, the finances and gen-
eral management of these enterprises were in such a
parlous state that, in 1986, the Nigerian federal gov-
ernment issued instructions to the effect that “the vol-
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ume of non-statutory transfers to all economic and
quasi-economic parastatals will constitute no more
than 50 percent of their present levels.” Public enter-
prises were required to provide the balance from price
increases, charges, tariffs, and rates.

A similar injunction was issued in Zambia by former
President Kenneth Kaunda to the Zambia Industrial
and Mining Corporation Limited (ZIMCO) and its
subsidiaries to the effect that they “were business enter-
prises first and state-owned companies thereafter.”
They were therefore to operate “no less efficiently than
any other business undertaking” (ibid., 29).

Summary

After independence, African nationalists settled down
to develop Africa—in its own image. They were in
a hurry. Africa was to be developed not by capitalist
or imperialist principles but by a socialist ideology
under which the state not only participated in but
captured the “commanding heights of the economy.”
Even those African countries—such as Ivory Coast,
Kenya, and Nigeria—that were not so enamored with
the socialist ideology, envisaged and actively promoted
state participation in the economy for nationalistic
reasons: to promote “indigenization” (indigenous
ownership of the economy) and to protect national
assets against foreign exploitation.

State participation in the economy was, almost
everywhere in Africa, to be achieved through a myriad
of state controls, state ownership, and establishment
of state enterprises and government regulations.
Development was to be spearheaded by the state,
which acted as the entrepreneur, planner, and inves-
tor. Industry was emphasized over agriculture, since
all developed countries are “industrialized.” Be-
sides, agriculture was held in contempt as an inferior
form of occupation. Worse, it reminded African
nationalist leaders and elites of their colonial past.

The strategy for industrialization was import-substi-
tution. The idea was that the production of commod-
ities previously imported would save foreign exchange.
The same foreign exchange could be used to import
machinery and equipment needed to accelerate the
pace of development.

Massive resources were needed for Africa’s indus-
trialization drive. Only the state, under the banner
of socialism, it was argued, possessed the necessary
powers to mobilize the requisite resources. These
resources could be secured by running down the coun-
try’s foreign exchange reserves. Where such reserves
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had been depleted, the peasants could be milked—
a la Soviet example—through compulsory saving
schemes and development levies under such slogans
as “national sacrifice” and “belt-tightening.” The
remainder was to be sought through money creation
and, as a last resort, borrowing from abroad. And
foreign aid poured into Africa.

With such huge resources invested, African leaders
surmised that they could transform Africa into a boun-
tiful and prosperous continent. Kwame Nkrumah of
Ghana, for example, dreamed of transforming Ghana
into a “veritable paradise” and undertook to “achieve
in a decade what it took others a century” (Nkrumah
1973, 401). Unfortunately, all did not go as planned.

The Byzantine maze of state controls and regula-
tions created an artificial “scarcity economy” and rich
opportunities for illicit enrichment. State controls on
prices, imports, and foreign exchange, for example,
created artificial shortages, which spawned a moun-
tain of economically unproductive rent-secking activ-
ities. Price controls created shortages and, in turn,
black markets, where commodities were illegally sold
above their government-controlled price. Much time
and resources were expended chasing scarce goods.
Bribes were offered to secure such goods. Government
officials in charge of the distribution of scarce goods
saw an opportunity to secure them at the cheap official
price and resell them on the black market to reap huge
profits. An official culture of bribery and corruption
was spawned.

Africa’s state enterprises established with foreign
loans were egregiously inefficient and riddled with
excess capacity, waste, and corruption. Obviously,
these enterprises could not generate the return needed
to repay the loans that were taken to establish them.
Foreign loans taken for “general budget support” or
to cover a budget deficit posed a problem when they
disappeared into general government accounts. In that
case, they could be used to pay civil servant salaries or
even purchase weapons for the military. Under such
circumstances, the loans were being “consumed” and
not invested productively to generate a return.

Investment in infrastructure is necessary for eco-
nomic development, and foreign loans from the World
Bank to build such infrastructure can be defended
on economic grounds. Roads, bridges, schools, health
clinics, telecommunications, safe drinking water, and
a reliable supply of electricity are all vital to spur
economic growth. But when the infrastructure is
allowed to deteriorate and decay because of negli-
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gence, its contribution to economic growth becomes
negative or dubious. In other cases, portions of foreign
loans simply disappeared into the pockets of corrupt
government officials. Thus, foreign loans taken by
African governments were not used productively.
A debt crisis erupted when the time came to repay
the loans. Debts were rolled over and more was
borrowed to service existing debt, which really did not
solve the problem.

Commodity scarcities, kalabule, hoarding, smug-
gling, bribery, inefficient state enterprises, budget
deficits, and the accumulation of foreign debt were
the first-generation problems, which fed upon them-
selves to create the second-generation problems—the
subject of the next chapter. The “veritable paradise”
promised to Africans turned out to be a starvation
diet, unproductive state enterprises, and a bazooka to
the head.

Clearly, this was not what Africans asked for when
they struggled for freedom from colonial rule. The
cause for freedom was perfidiously betrayed. True
freedom never came to much of Africa after indepen-
dence, and neither did real economic development.

By the new millennium, it was clear that Africa
needed to change course and head in a new direction.
But as we shall see in subsequent chapters, this was
casier said than done. There was formidable resistance
to change or reform. Constituencies and those who had
benefited from the rotten status quo fiercely resisted
any notion of reform—even to the destruction of their
own countries.

REVIEW QUESTIONS

1. a. Distinguish between “an economic crisis”
and “lack of development.” (10 points)

b. Why is it important to maintain this distinction?
(10 points)

2. Which of the following is indicative of “an
economic crisis” and which of “lack of development”
for an African country and explain briefly.

a. Low rate of investment (4 points)

b. A 40 percent increase in the money supply
(4 points)

¢. High rate of illiteracy (4 points)

d. A 2.5 percent rate of expansion in agricultural
production (4 points)

e. A balance of payments deficit. (4 points)

3. African leaders argue that the continent’s
economic problems can be traced to the legacies
of Western colonialism, slavery, and an unjust
international economic system. How valid is their
position? Explain. (20 points)

4. Why did most African leaders adopt socialism
as their ideology after independence? (20 points)

5. Was the socialist experiment successful? If yes,
explain. If no, why did it fail? (20 points)

6. The key to economic growth and poverty allevia-
tion in Africa is investment, both foreign and domes-
tic. But Africa attracts only a tiny fraction of private
investment flows to the Third World. Why is this so?
(20 points)

7. Writing in The Washington Times (November 26,
2005), Alejandro Chafuen claims, “The real prob-
lem in Latin America is that, with few exceptions,
the rule of law—particularly on private property
rights—doesn’t exist as we know it. Decision-making
is marred by corruption and cronyism and mired

in bureaucracy.” Is this also true of Africa? Explain.
(20 points)

8. Why do you think Africa’s industrialization drive
failed so miserably? How could African governments
have made it succeed? (20 points)

9. Why did Africa’s state-owned enterprises fail
to perform? (20 points)

10. The challenge of development in Africa is to
design a development model from the bottom
up under indigenous impetus.

a. Was this the approach taken by African nationalist
leaders and elites after independence? Explain.
(10 points)

b. How would you devise such a model? (10 points)
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Chapter Six
THE ENDURING LESSONS

“China’s push for raw materials should not be allowed to become a new form of neo-colonialist
adventure with African raw materials exchanged for shoddy manufactured imports and little attention
to develop an impoverished continent.”

—Former President Thabo Mbeki of South Africa (AFP, Sept 30, 2009)

“ Africa must not jump blindly from one type of neo-colonialism into Chinese-style neo-colonialism.”
—Rene N'Guetta Kouassi, the head of the African Union’s Economic Affairs Department (AFP, Sept 30, 2009)

Failed Programs in the Past

After independence, African leaders announced all
sorts of grandiose initiatives and mega-plans at various
summits to move Africa into the next century. Then
nothing was subsequently heard of them after the
summits: the Lagos Plan of Action (1980); the African
Priority Program for Economic Recovery (1985); the
African Alternative Framework to Structural Adjust-
ment (1989); the United Nations Program of Action
for African Recovery and Development (UNPAERD);
the United Nations New Agenda for African Devel-
opment (UNNADAF); the Abuja Treaty (1991); and
others. In the late 1980s, there was much excitement
about the creation of the African economic com-
munity. Nothing has been heard of it since. At the
thirty-fitth OAU Summit in Algiers (July 15, 1999),
President Thabo Mbeki of South Africa shocked
the delegates by reminding them that little has been
done to implement the 1991 Treaty of Abuja, which
established an African economic community (7%e
Washington Times, July 15, 1999; A14).

There were other grand initiatives too: the Algerian
and South African initiative; the Millennium Partner-
ship for the African Recovery (MAP); and the Omega
Plan, spearheaded by President Abdoulaye Wade of
Senegal. They were finally integrated into a single plan
called the Compact for African Recovery (COMPACT)
by the Economic Commission for Africa (ECA). Subse-
quently, COMPACT metastasized into the New Part-
nership for Africa’s Development (NEPAD). All these
plans committed African leaders to democratic ideals;

establishment of peace, law, and order; respect for
human rights and basic freedoms; and a better man-
agement of their economies, among other things. They
also entreated the international community, especially
Western nations, to work in partnership with African
leaders to help them realize their goals.

NEPAD

The New Partnership for Africa’s Development
(NEPAD)—a synthesis of these previously mentioned
plans and touted by Presidents Thabo Mbeki of South
Africa, Olusegun Obasanjo of Nigeria, and Abdoulaye
Wade of Senegal—was presented at the G-8 Sum-
mit in Genoa in 2001 for Western financial support.
NEPAD was seeking $64 billion in Western invest-
ments in Africa. The official NEPAD document under-
takes “to respect the global standards of democracy,
whose core components include political pluralism,
allowing for the existence of several political parties
and workers’ unions; fair, open, free and democratic
elections periodically organized to enable the populace
to choose their leaders freely.” It also includes a “peer
review mechanism” by which African leaders who mis-
rule their countries would be subject to criticism by
fellow African leaders according to commonly agreed
standards. NEPAD was trumpeted as “Africa’s own
initiative,” “Africa’s Plan,” “African-crafted,” and there-
fore “African-owned.” While African leaders deserve
credit for at least making the effort to craft an “African
initiative,” NEPAD is fatally flawed in many ways.
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First, its pitch and analysis are faulty. Playing the
guilt-trip card, NEPAD claims that the impoverish-
ment of Africa has been “accentuated” by the “legacy
of colonialism” and other historical “legacies” such as
the Cold War and the unjust “international economic
system.” Colonialism subverted Africa’s “traditional
structures, institutions, and values,” creating an econ-
omy “subservient to the economic and political needs
of the imperial powers” (para 21). Africa has been
integrated into the world economy as “supplier of
cheap labor and raw materials, draining Africa’s
resources rather than industrializing Africa” (ibid.).
Colonialism, according to NEPAD, retarded the devel-
opment of an entrepreneurial and middle class with
managerial capability. At independence, Africa in-
herited a “weak capitalist class,” which explains the
“weak accumulation process, weak states and dysfunc-
tional economies” (para 22)—the same old colonialism
claptrap. Insufficient “rate of accumulation” in the
postcolonial period led to “patronage and corruption”
(para 25). The “vicious circle” of “economic decline
and poor governance” has confirmed Africa’s periph-
eral and diminishing role and “marginalization” (para
26). More recent reasons for Africa’s dire condition
include “its continued marginalization from the global-
ization process” (para 2).

Back in August 1999, representatives of African
governments met in Accra and issued a declaration:
‘Africa 1s demanding $777 trillion from Western
Europe and the Americas in reparation for enslaving
Africans while colonizing the continent” (Pan African
News Agency, August 18, 1999). It added that the money
would be demanded from “all those nations of West-
ern Europe and the Americas and institutions, who
participated and benefited from the slave trade and
colonialism.” Dr. Hamet Maulana and Debra Kofie,
co-chairpersons of the commission, urged that world-
wide monitoring and networking systems be insti-
tuted to ensure that reparation and repatriation would
be achieved by 2004. Problem is, US GDP was then
only $10 trillion and the amount demanded—$777
trillion—exceeded the combined sum of the GNPs of
the entire Western world.

According to the British government’s Office of
National Statistics, “The United Kingdom—that is
England, Wales, Scotland, and Northern Ireland—
is officially valued at $8.8 trillion, a sum that includes
all of its property and buildings, machinery, roads,
bridges, planes, trains and automobiles. It also includes
all the money deposited in its banks and other finan-
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cial institutions. Plus everything on the shelves at Har-
rods” (The New York Tumes, January 1, 2004; A4). While
slavery and colonialism did harm Africa, this card
has been excessively over-played by African leaders
to conceal their own failures. The truth is African lead-
ers themselves marginalized Africa.

To be sure, unfair trade practices—trade barri-
ers and agricultural subsidies—are legitimate issues
of concern for the Third World. It is hypocritical for
the West to preach free trade to the developing
countries and yet put barriers in its place. But there
is hypocrisy on both sides. According to Columbia
University economist Jagdish Bhagwati, “There is
greater tariff protection on manufacturers in the poor
countries . . . and autarkic trade barriers make domes-
tic markets more lucrative than exports, leading there-
fore to an incentive bias against exports. So even when
the rich country markets are opened further, one’s own
trade barriers can prevent the penetration of these mar-
kets” (The Wall Street Journal, January 18, 2005; A16).

According to a study by Oxfam, a United King-
dom aid group, eliminating billions of dollars in federal
subsidies to American cotton growers each year would
reduce American cotton production and exports,
raise world prices by about 10 percent and modestly
improve the incomes of millions of poor cotton farm-
ers in Africa. In 2002, President Bush signed into law a
piece of legislation that paid more than $3.4 billion in
subsidies to America’s 25,000 cotton farmers. Thus,
US government subsidies allow American farmers to
produce more cotton, which depresses world prices,
making it difficult for African farmers to compete.

African woman carrying newly picked cotton

‘Agricultural economists at the University of Cal-
ifornia, Davis, who conducted the study for Oxfam,
found that a typical farm family of 10 in Chad, Benin,
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Burkina Faso, or Mali—Africa’s major cotton produc-
ers—that now earns $2,000 a year would have an extra
$46 to $114 a year to spend if American subsidies were
removed. African farmers would receive about half
the total gain from higher prices, while the balance
would go to those who transport, process, and package
the cotton, among others. Oxfam however concedes
that: “‘Subsidy reform alone will not resolve all the
challenges facing the cotton sector, but it could signifi-
cantly ease the burden on poor cotton farmers strug-
gling to support their families™ (The New York Times,
June 21, 2007; A12).

Chaldren work in harvesting and storage of cotton in Burkina Faso

In Mali, cotton farmers hitch their one-bladed plows
to oxen and take two weeks to till ten- to twenty-acre
plots, from which the cotton is eventually picked by
hand. In contrast, the Mississippi Delta growers tend
giant spreads of 10,000 acres or more in air-con-
ditioned tractors using global positioning satellite
systems to determine the proper amount of fertilizer
to apply to sprouting seedlings on each particular acre.
In all, it costs 82 cents to produce a pound of cotton
in Mississippi versus only 23 cents a pound in Mali
(Washington Post, June 8, 2003; B2).

In Burkina Faso, Benin, Chad, and Mali, cotton
production accounts for 5 to 10 percent of the gross
domestic product (GDP), 30 percent of trade balance,
and more than 60 percent of export receipts. But
Mali, Burkina Faso, and Benin have each lost $43,
$33, and $28 million respectively in export receipts
because of the effects of subsidies. African countries
as a whole lost about US$300 million in 2001-2002
because of depressed world cotton prices, thanks to
US subsidies, which have brought the global cotton

price down by 25 percent. Benin, Burkina Faso, Mali,
and Chad are demanding the gradual elimination of
the subsidies.

African nations are not the only ones suffering from
subsidies. Brazil sued the United States before the
World Trade Organization and won, and won again
on appeal. But rather than removing the subsidies,
it “agreed to pay Brazil $147 million a year for the
privilege of continuing to subsidize its own farmers
in a WTO-inconsistent way.” In October 2014, the
United States “reached another settlement, buying
Brazil’s peace once more, this time to the tune of a
$300 million lump sum payment.” (Washington Post,
October 12, 2014; web posted).

Even then, trade barriers and subsidies are periph-
eral to the core issue of Africa’s underdevelopment.
Africa’s exports consist mainly of cash crops (cocoa,
cotton, coffee, bananas, sisal, etc.,) and minerals (gold,
diamonds, oil, titanium, cobalt, copper, etc.). Trade
barriers and agricultural subsidies in the West affect
only a few African exports, such as cotton (Burkina
Faso, Benin, Mali, Sudan), peanuts or groundnuts
(Gambia, Senegal, Sudan), sugar (Mauritius, Mozam-
bique, South Africa), tobacco (Malawi, Zimbabwe),
and beef (Botswana, Namibia). Only a few Afri-
can countries such as Ivory Coast, Mauritius, and
South Africa export manufactured goods, which can
encounter trade barriers in the West.

It is not Western agricultural subsidies, however,
that have hurt African food agriculture the most. As
we saw in Chapter 4, food production per capita has
been declining and Africa’s food imports have shot
up to some $25 billion annually. The 2011 civil war
in Ivory Coast, for example, cut the country’s cocoa
exports by half and disrupted agricultural exports of
neighboring countries that pass through Ivory Coast.
In Burundi, coffee production dropped by more than
50 percent because of civil war/strife that engulfed
that small country from 1993-2005. In 2015, further
political unrest spawned protests and government
retaliation, and over a 100,000 people were forced
to flee the country. In Malawi, crime rose so sharply
in 2010 that some farmers refused to grow crops.
And while the United States maintains import quo-
tas against Zimbabwe’s tobacco exports, the industry
was nearly destroyed by President Robert Mugabe’s
violent seizures of white commercial farmland to
remedy “colonial injustices.”

Wailing over agricultural subsidies in rich countries
amounts to shedding crocodile tears since it gives the
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false impression that African governments care much
about agriculture. The erosion of Africa’s share of
world trade was caused not so much by trade barri-
ers but rather a host of internal factors. Among them
are the neglect of agriculture occasioned by the over-
emphasis on industrialization, raging civil wars, crum-
bling infrastructure, and misguided socialist policies
that exploited Africa’s farmers through a system of
marketing boards and price controls. For example,
trade barriers do not block exports of oil, diamonds,
gold, coltan, and other minerals from Africa. Yet,
paradoxically, countries that produce them—Angola,
Congo, Equatorial Guinea, Gabon, Nigeria, Sudan,
among others—had been wracked by war, poverty,
and social destitution. In fact, Africa’s diamonds have
fueled such barbarous civil wars in Angola, Congo,
and Sierra Leone that human rights activists in the
West have called for a boycott of Africa’s “conflict dia-
monds.” As we shall see in the next chapter, Africa’s
mineral wealth has not been utilized to lift its people
out of poverty.

A key note speech by the African Union (AU) sec-
retary-general, Amara Essy, to mark the New Year,
did not provide Africans with hope or assurance. Essy
“accused the international community of failing the
continent; their refusal to alleviate Africa’s huge debt
burden continues to compromise its development”
(IRIN, January 3, 2002). It is the same old drivel about
the international community failing Africa, as if it is
the international community that is responsible for the
flagrant violations of human rights on the continent.

NEPAD and African Self-Reliance
Second, NEPAD talked of “self-reliance” and argued

forcefully that Africans must be “masters of their own
destiny.” It railed against “the credit and aid binomial”
that led to a “debt deadlock,” and perpetual resched-
uling (NEPAD, 2001; para 3). In fact, the plan was a
cleverly designed vehicle to extract more foreign aid
and credit. It said that Africa needed to secure more
aid and more credit (para 145), and furthermore, that
the “bulk” of Africa’s capital needs up to the year 2015
would “have to come from outside Africa” (para 147).
The apparent contradiction stemmed from an aid-
dependency trap African leaders seem incapable of
breaking out of.

NEPAD as a Western Model

Third, it turned out NEPAD was modeled after a foreign
plan: the US Marshall Plan, which rebuilt Europe after
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World War II. Recall that the development that took
place in postcolonial Africa was dismissed as “develop-
ment-by-imitation.” American farmers use tractors; so
too must African farmers. Rome has a basilica; so, too,
must Yamoussoukro, Ivory Coast. Then came NEPAD.
How could it be “African-crafted” when it was a copy
of the Marshall Plan? How could Africa claim owner-
ship over someone else’s idea?

At a forum organized by Kenya’s Mazingira Insti-
tute, the African Academy of Sciences, and the
Regional Office (Horn and East Africa) of the Hein-
rich Boell Foundation, the keynote speaker was Profes-
sor Adedeji Adebayo. As the UN undersecretary gen-
eral and executive secretary of the ECA, Adedeji was
instrumental in creating five initiatives to jump-start
Africa’s economic growth. “Aid,” he said, had failed to
solve Africa’s problems for four decades and was not
about to. “No Marshal Plan will work in Africa’s under-
developed markets. It worked in Germany because of
Germans’ hard work and intellectual resources. Africa
requires building anew; not rehabilitation or recon-
struction,” said Adedeji (East African, [Nairobi], May 6,
2002).

NEPAD and Exclusion

Fourth, and more serious, was the blatant dishonesty
and double-speak that infected NEPAD. Speaking
at the four-day OAU Civil Society conference (June
10-14, 2002), President Obasanjo of Nigeria noted
that the involvement of civil organizations was required
in order to make the ongoing establishment of African
Union and NEPAD successful. “I would like to reiter-
ate that much of what Africa has today gained in the
areas of political and social sphere had been derived
from the direct influence of Civil Society Organiza-
tions (GSOs). This attitude should continue,” he added
(Daily Monitor [Addis Ababa], June 14, 2002; www.
allafrica.com). Prime Minister Meles Zenawi of Ethi-
opia for his part said that the role of civil society was
essential in making sustainable development in Africa.
Zenawi noted that the success of NEPAD lay in the
collective efforts of all Africans at the grassroots level
(Daily Monmitor [Addis Ababal], June 14, 2002). NEPAD
also claimed to be “people-oriented.” Yet, NEPAD was
“crafted” without consultation with Africa’s NGOs and
civic groups.

No civic group, church, political party, parliament,
or democratic body took part in its formulation. Only
a small coterie of African leaders deliberated on the
document, excluding the political leadership of the rest
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of Africa. In fact, most governments and civil society
organizations in Africa first learned about NEPAD
from the Western media when President Thabo Mbeki
presented it in Davos at the World Economic Forum
in January 2001. It had resulted from a chaotic evo-
lution: the Millennium Partnership for African Recov-
ery (MAP), crafted by presidents Mbeki and Boutef-
lika, was merged with the Omega Plan, spearheaded
by President Abdoulaye Wade of Senegal to create
the Compact For African Recovery by the Economic
Commission for Africa (ECA), which, as previously
stated, subsequently turned into NEPAD. In fact,
President Mbeki admitted to this lack of popular
consultation in a letter to the African National Gon-

gress (ANC):

Quite naturally, up to now, our governments have led
the processes of African transformation represented by
the AU and NEPAD. Nevertheless, the 2001 Lusaka
Summit of the OAU directed the Member States to pop-
ularize both the AU and NEPAD among the African
masses. In reality, however, much needs to be done to
give effect to this decision. The establishment of the Pan
African Parliament (PAP) further emphasizes the need
for the empowerment of our people to play their role
in changing their lives for the better. Our movement
must respond to this challenge and ensure that we both
supply the people with the knowledge they need, as
well as organize them actively to participate in what
inevitably will be a protracted struggle for the victory
of the African renaissance.” (ANC TODAY, On Line Voice
of the African National Congress, July 9-15, 2004; http:/
www.anc.org.za/docs/anctoday/2004/at27.htm)

A furor erupted in Africa when it became clear that
NEPAD was crafted more to placate Western donors
rather than address issues of concern to the African
people. On January 9, 2001, representatives of some
two hundred social movements, organizations, and
institutions meeting in Bamako, Mali, issued “The
Bamako Declaration,” which strongly condemned
the lack of consultation with civic society. Another
joust came in March 2002 when the Southern African
Catholic Bishops Conference (SACBC) slammed
NEPAD, calling the plan “ambiguous” and some
of its proposals “dubious.” The bishops averred that
“NEPAD may not achieve its purpose because of lack
of consultation with those the plan would affect” (Mail
and Guardian [Johannesburg], March 8, 2002). In fact,
such has been the history of other grandiose initia-
tives and mega-plans announced by African leaders at

various summits to address Africa’s woes. They cease to
exist after the summits.

Problem is, the architects of NEPAD did not even
take African Unity seriously. Instead of working col-
lectively to advance NEPAD as an “African imitiative,”
South Africa spearheaded NEPAD with Nigeria, Alge-
ria, and Senegal, in a group known as “the powerful
G-4” (group of four), leaving the other countries chaf-
ing with little role to play.

On June 5, 2002, African leaders met in Durban,
South Africa, to fine-tune the details of the ambitious
recovery plan for Africa. But bitter acrimony engulfed
the endeavor and tension emerged over the powerful
G-4 steering NEPAD. Irate at being excluded from the
core group because of allegations of corruption in his
government, Kenyan President Daniel arap Mot left in
a huff, barely twenty-four hours after the opening of
the summit, without making any formal addresses. His
team of government officials subsequently withdrew
from panel discussions on NEPAD and headed home.
Kenya also complained that South Africa was rushing
ahead with NEPAD without explaining the program to
the rest of Africa. Libya, whose leader Colonel Gaddafi
was one of the architects of the AU, was also incensed
at being left out of the plan. “Libya has let it be known
that it is not happy at being excluded when it was a
major force behind the creation of the AU,” an Affi-
can ambassador said, adding that explanations by some
ministers that Libya was still largely isolated interna-
tionally had gone down badly with Gaddafi. Zambian
Foreign Minister Katele Kalumba also admitted there
were tensions as NEPAD got off the ground (Sunday
Standard On Line, June 9, 2002).

Never mind the absurdity of dictators standing in
judgment of other despots. Even before the plan was
launched, there was backpedaling on the “peer review
mechanism.” President Mbeki of South Africa had
been reticent on how to implement peer review. “He
talked vaguely about market reaction to the reviews,
and a system of credit ratings for participating coun-
tries. Zambia’s Levy Mwanawasa, who was elected in
dubious circumstances in January 2002, argued that
‘peer review must not be about isolation.” And Mozam-
bique’s Joaquim Chissano said it was too early to talk
of peer pressure, even on countries as badly governed
as Zimbabwe” (The Economist, June 22, 2002; 44).

When the peer review mechanism was formally
launched at the March 2003 Abuja meeting, it was
“intended as a voluntary ‘self-monitoring’ system by
which participating African countries subject them-
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selves to ongoing examination by other Africans in
such priority areas as peace and security, democracy
and political governance, and economic and corpo-
rate management” (Africa Recovery, May 2003; 8). At
the Abuja meeting, only ten out of fifty-four African
countries officially acceded to the African Peer
Review Mechanism (APRM)—Algeria, the Republic
of Congo, Ethiopia, Ghana, Kenya, Mozambique,
Nigeria, Rwanda, South Africa, and Uganda, with
Botswana and Senegal indicating their intention to
accede. APRM’s funding was to come from African
institutions, businesses, and individuals “in order to
affirm African ownership of the mechanism” (ibid.).

Two years later, “Out of 53 members of the AU,
only 23 had signed the Peer Review Protocol. Not
even the shining example of democracy in Africa,
Botswana, was prepared to subject itself to the Peer
Review mechanism scrutiny. . . . Of the 23 signatories
only two, Rwanda and Ghana, had undergone the PR
process” (Mmegi/The Reporte; Gaborone, July 12, 2005;
web posted). Obviously, such a mechanism would not
work if only the “good guys” signed up and there were
no costs to the “bad guys” for nonparticipation.

In 2003, President Thabo Mbeki conceded that
NEPAD was in serious trouble. Speaking at a Black
Management Forum conference at Cape Town Inter-
national Convention Centre on October 9, 2003,
Mbeki said NEPAD faced the grave danger of failure,
posed by the lack of capacity in most countries:

We are not going to achieve some of the programs we
have set (out) to (achieve) because of the lack of capacity.
... Even if we do have the resources, the institutions do
not have the capacity, and African renewal needs capacity.
... The embarrassing thing is that they (developed nations)
have committed resources, but we do not have the cap-
acity to implement.” (Cape Argus, Cape Town, October
10, 2003)

Three years later, NEPAD was dead, kaput. And
the final nail into its coffin was hammered by no other
person than one of its own architects, Senegalese
ex-President Abdoulaye Wade, who said, “NEPAD
has failed. We did not choose the right people, they
are not managers able to complete projects. NEPAD
has not built a single mile of road” (Reuters, June 28,
2006).

At this time, the African Union (AU) seemed to be
drifting and success seemed to be elusive. In Septem-
ber 2007, Sudanese rebels ripped through the per-
imeter of an AU peacekeepers’ base on the edge of
Haskanita, a small town in southern Darfur, the em-
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battled province in western Sudan where some 300,000
people had been killed since a rebellion began in 2003.
The AU unit of about a hundred troops fought off
the first attack; then their ammunition ran out. “Ten
were killed; at least 40 fled into the bush” (The Eco-
nomist, October 10, 2007; 48).

In Libya, the regime of Muammar Gaddafi came
under siege in 2011 by rebels from the East, demanding
that Gaddafi relinquish power and step down follow-
ing the eruption of the Arab Spring in North Africa.
Initially, Gaddafi put up a fierce resistance, vowing
to hunt down the rebels like rats. In the end however,
it was he, Colonel Gaddafi, who was cornered and

dragged out of a road sewer hole and shot in between
the eyes on October 20, 2011.

Structural Adjustment
and African Development

In the early 1980s it became apparent that most Afri-
can economies were in crises. Although the crises were
triggered by the oil price shocks of 1979 and the Third
World debt crisis of 1982, there was a general recog-
nition that decades of misguided government poli-
cies had contributed immensely to Africa’s economic
morass. In fact, in May 1986, African leaders them-
selves collectively admitted on their own accord, in
a rare moment of courage and forthrightness, before
the United Nations Special Session on Africa that their
own capricious and predatory management had con-
tributed greatly to the continent’s deepening economic
crisis. In particular, they pointed to their own “past
policy mistakes,” especially the neglect of agriculture.

A 1985 OAU Report, which served as the core of
the African sermon at the United Nations, urged Afri-
can nations “to take measures to strengthen incentive
schemes, review public investment policies, improve
economic management, including greater discipline
and efficiency in the use of resources.” Most notably,
the report pledged that “the positive role of the pri-
vate sector is to be encouraged.” Even a year before
that, the African Development Bank and the Economic
Commission for Africa had produced reports that
had been adopted at the OAU meeting in July 1985,
which stressed a change of direction of economic pol-
icy “toward more market freedom, more emphasis on
producer incentives, as well as reform of the public
sector to ensure greater profitability” (West Africa, April
21, 1986; 817).

Subsequently, African leaders went to the World
Bank and agreed to its Structural Adjustment Programs
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(SAPs) in return for World Bank loans to ease balance
of payment, debt-servicing, and budgetary difficulties.
In June 1987, African leaders reaffirmed their deter-
mination to pursue the SAPs at a conference organized
by the Economic Commission on Africa at Abuja,
Nigeria. Under a structural adjustment program, an
African country undertook to devalue its currency to
bring its overvalued exchange rate in line with its true
value. Supposedly a more realistic exchange rate would
reduce imports and encourage exports, thereby allevi-
ating the balance-of-trade deficit. The second major
thrust of SAP was to trim down the statist behemoth
by reining in soaring government expenditures, re-
moving the plethora of state controls on prices, rents,
interest, and the exchange rate, while eliminating sub-
sidies, selling off unprofitable state-owned enterprises,
and generally “rationalizing” the public sector to
make it more efficient. By 1989, thirty-seven African
nations had formally signed up with over $25 billion in
Western donor support. It is important to note that
SAP was not imposed on African leaders unilaterally
without their consent. They willingly and freely con-
sented to adopt SAP.

After the collapse of communism in the Eastern
Bloc countries, Western donor governments and the
multilateral development banks (MDBs) added various
“conditionalities” to the receipt of their aid: respect
for human rights, establishment of multi-party democ-
racy, etc. For example, on May 13, 1992, “the World
Bank and Western donor nations suspended most aid
to Malawi citing its poor human rights record, a his-
tory of repression under its nonagenarian ‘life-pres-
ident’ Hastings Banda. . . . The decision came after
protest by workers turned into a violent melee in
Blantyre. Shops linked to Banda and the ruling party
were looted and government troops fired point-blank
at the protesters, killing at least 38” (Washington Post,
May 14, 1992; A16).

The Dismal Failure of SAPs

Adjustment lending, unfortunately, was a resound-
ing failure in Africa. According to UNCTAD (1998),
“Despite many years of policy reform, barely any
country in the region has successfully completed its
adjustment program with a return to sustained growth.
Indeed, the path from adjustment to improved per-
formance is, at best, a rough one and, at worst, dis-
appointing dead-end. Of the 15 countries identified
as ‘core adjusters’ by the World Bank in 1993, only
three (Lesotho, Nigeria, and Uganda) are now classi-

fied by the IMF as ‘strong performers’™ (p. xii). Even
then, conditions remained dire in Uganda as Charles
Onyango-Obbo, editor of the Kampala Daily Monitor,
pointed out in an interview:

The government has not rebuilt the country the way it
should have but Ugandans’ threshold for pain is so high
that it takes a lot to annoy them. | know many people who
are having to sell everything because they have lost their
jobs. Farmers barely an hour from Kampala are selling
off their daughters in return for sacks of corn: three for
a pretty girl, two for a less attractive one. Ugandans are
so numbed, they read these stories and laugh. And it
is going to get worse.

Makerere University used to have 2,000 students. Now
it has 8,600. There are now nine other universities as well.
The economy would have to grow 1,000 percent for these
people to be absorbed. It's not happening. All we are
doing is increasing the ranks of the discontented.” (The
Washington Times, Dec. 25, 1997; page A11)

The World Bank itself evaluated the performance of
twenty-nine African countries it had provided more
than $20 billion in funding to sponsor Structural
Adjustment Programs over a ten-year period, 1981—
1991. Its report, Adjustment Lending in Africa, released
in March 1994, concluded that only six African coun-
tries had performed well: The Gambia, Burkina Faso,
Ghana, Nigeria, Tanzania, and Zimbabwe. Six out
of twenty-nine gives a failure rate in excess of 80 per-
cent. More distressing, the World Bank concluded,
“No African country has achieved a sound macro-
economic policy stance.” A year later, however, this
number had shrunk. In The Gambia, a military coup
toppled Sir Dawda Jawara on July 24, 1994, quash-
ing any hopes of economic recovery. Continuing pol-
itical turmoil in Nigeria throttled economic reform.
In the remaining four “success stories,” reform was
on the verge of collapse—Ghana in 1995 and Zim-
babwe in 1999 with President Robert Mugabe’s ill-
conceived involvement in Gongo’s war for mercenary
motives and violent seizures of white farmlands. On
Ghana, the World Bank’s own Operations Evaluation
Department noted in its December 1995 Report that,
“although Ghana has been projected as a success story,
prospects for satisfactory growth rates and poverty
reduction are uncertain.”

In 1998, four new countries were added (Guinea,
Lesotho, Eritrea, and Uganda) and identified as the
new “‘success stories.” However, they turned out to
be phantom success stories. The senseless Ethiopian—
Eritrean war, the eruption of civil strife following an
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army takeover in 1998 in Guinea, and the eruption of
civil wars in western and northern Uganda knocked off
most of the new “success stories.” The following table
provides the list of the African “success stories,” whose
economic performance can at best be characterized as
“mediocre” to “abysmal.”

Of the nine African “success stories” listed here, six
of them had real income per capitain 1997 that was less

TABLE 6.1: Success Stories—Gross National Income Per Capita (US dollars)

the first Sub-Saharan African country President Barack
Obama visited in 2009.

When Flight-Lieutenant Jerry Rawlings seized
power in Ghana on December 31, 1981, his Provision-
al National Defense Council (PNDC) declared war on
corruption, kalabule, and profiteering. Ghana’s income
per capita was $430. In the halcyon of the Rawl-
ings revolution (1982-83), stringent price controls
were imposed on most commodi-
ties and ruthlessly enforced by Price

1980 1990 1991 1992 1993 1994 1995 1996 1997 Control Tribunals. Private business-
Burkina Faso 260 .. 290 .. 310..280..230..200..210..230 .. 240  en were attacked. Traders who
Gambia 430 .. 320.. 330..350..350..340 ..340..340 .. 350 violated price controls were hauled
Ghana 430 ..390.. 410..430..410..360 ..350..360 ..370 to jail and their wares confiscated.
Guinea — ... 460 .. 470..480..500..520 ..540 ..560 ..570 Some women traders had their heads
Lesotho 440 .. 540 .. 530..590..590 .. 620 .. 660 ..690 ..670 shaved.Scores of markets, decried as
Nigeria 710.. 270.. 270..280..250 ..230 .. 220 ..260 .. 260  dens of profiteers and capitalists,”
Tanzania -~ ...190.. 180..160..170..160 .. 170 ..180 .. 210 ‘rzreMt;’lﬁjcll\Ig‘/lfV;If‘il:‘EZkgffn
Uganda = ...340.. 260..200..190..190 .. 250..300 .. 330 00 g0 ed Traders were
Zimbabwe 950 .. 920.. 910.. 740 .. 670 .. 650 .. 650 ..710 .. 750

Source: African Development Indicators, 2012—15; p. 27.

than in 1980. Declining real income per capita, used
as an indicator of standard of living, can hardly be
considered a “success.” Prospects for the new millen-
nium remained bleak (Schwab 2001, 5).

The World Bank has abandoned this practice of
declaring a country to be a success story. Stardom can
be fleeting or embarrassing. For one thing, a military
coup could eclipse the fortunes of an African coun-
try—The Gambia in 1994; Nigeria in 1993 and 1998.
For another, it is particularly embarrassing to see a
country, once declared as an economic miracle, descend
into bloody civil war—Ivory Coast in 2005 and 2010;
Madagascar in 2003. Burkina Faso was thrown into
political turmoil when its longstanding ruler was ousted
by the people in October 2014 when he attempted to
amend the constitution and prolong his stay in office.
Political uncertainty clouded the prospects of Lesotho,
Uganda, and Zimbabwe.

Ghana—The Fallen World Bank Star

Ghana’s experience with structural adjustment requires
a much closer scrutiny because the West poured bil-
lions into that country. The World Bank, in particular,
pumped more than $4 billion into Ghana, declaring
the country an “African economic star” in 1994. Ghana
was also the first country on President Clinton’s itiner-
ary during his historic visit to Africa in 1998 as well as
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warned that if any were found with
hoarded goods, they would be “taken
away to be shot by firing squad”
(Herbst 1993, 26). Criticisms of these inane economic
measures were mercilessly crushed with brutal aban-
don. Back in 1982, the World Bank and the IMF were
denounced by the PNDC regime as “imperialist insti-
tutions dedicated to the oppression and exploitation
of the Third World.” In fact, Dr. Kwesi Botchwey, the
then minister of finance, vowed that Ghana would
never bow to the IMF. These economic inanities sent
the economy reeling to its lowest nadir in 1983. Income
per capita fell from $430 to $365. According to Herbst
(1993):
As both the economy and civil society fell apart, it soon
became apparent to the regime that it did not have the
economic policies to cope with the crisis confronting
Ghana. The Soviet Union and its Eastern European allies,
which the PNDC had hoped would come to the aid of its
revolution, told Ghana they had no money, suggesting
that the Rawlings regime negotiate a program with the
IME. (p. 29)

The PNDC did so and in 1983 Ghana signed
a Structural Adjustment Program with the World
Bank. To its credit, the PNDC religiously applied the
SAP “medicine” and the World Bank, Western gov-
ernments, and other multilateral institutions provided
more than $4 billion in loans and grants to support
the program over the next fifteen years. The econ-
omy began to grow, clocking a respectable 4.4 per-



THE ENDURING LESSONS

cent annual growth rate over the period 1984-1989,
which was surpassed in 1991 with a 5 percent rate
of growth. Income per capita regained its 1981 level
of $410 in 1991—ten years later—and bounced up
to $430 in 1992 (African Development Indicators 2000, 35).

A 5 percent rate of growth on a continent where
economies were imploding was astounding. Accord-
ingly in 1994, the World Bank declared Ghana an
“economic success story”—a “role model for Africa.”
However, Ghana’s stardom was shortlived. It dropped
precipitously to opprobrium within a year. The World
Bank’s own Operations Evaluation Department
warned that progress would not be sustained unless
the country speeded up the implementation of a large
unfinished agenda of policy reform. In its December
1995 report, the department noted:

While Ghana has been hailed as a success story, pros-
pects for satisfactory rates of growth and poverty
reduction are uncertain. Agricultural growth is much
slower than necessary and feasible, and may be slower
than population growth. Fiscal problems have resur-
faced. Deficits are larger than is consistent with low
inflation and adequate credit to the private sector.
Fiscal problems, combined with excessive credit to public
enterprises, still depress private investments and savings,
and underlie the resurgence of inflation in 1993-95.

This dire prognosis for Ghana’s economy was echo-
ed by Joe Abbey, the former Ghanaian Ambassador to
the United States and the executive director of the
Center for Policy Analysis (CEPA). He warned of “a
full blown economic crisis unless there is an urgent
review of the level and quality of government spend-
ing in 1996 and beyond. In a macroeconomic review
and outlook for the Ghanaian economy, CEPA pressed
the panic button and decried the off-tracking of the
economy with the recent re-emergence of high infla-
tion, budget deficits, and low savings. Abbey believed
that economic growth for 1996 would be no more than
3.5 percent” (The Ghanaian Chronicle, March 18-20,
1996; 1).

By 1997 the economy was a shambles. Inflation
was raging at 60 percent, unemployment had reached
30 percent, and the currency was in a free fall.
Worse, according to Michaels (1993), “Ghana’s man-
ufacturing sector, meanwhile, was left to decline, and
as Ghana increasingly becomes a ‘buying and selling’
economy, the only real growth is in the service sector.
Its transportation, wholesale, and retail sub-sectors
now account for 42.5 percent of GDP, which generates

little in the way of foreign exchange (or food). After nine
years of structural adjustment, Ghana’s total external
debt had nearly quadrupled to almost §4.2 billion.”

In the ensuing years, the economy continued to
deteriorate. By the year 2000, the cedi was in a free
fall, while agricultural production and manufactur-
ing plummeted. Income per capita had dropped even
below its 1983 level of $365 to $360. A joint report
by CEPA and the World Bank, released in June 2000,
noted that “a total of 2,008 local businesses closed
down between 1996 and 1999,” throwing hundreds of
thousands of able-bodied Ghanaians out of jobs (7#e
Ghanaian Chronicle, July 3—4, 2000; 8).

The country’s woes continued. Interest rates had
reached 50 percent and the currency had virtually col-
lapsed. When Flight-Lieutenant Jerry Rawlings seized
power in a military coup in 1981, the exchange rate
was 2.85 cedis to the dollar and income per capita
was $410. In 2001, the exchange rate was 7,200 cedis
to one dollar and income per capita was down to $360.

Fed by huge expenditures on security and wanton
wastes, government expenditures had careened out of
control. To satisfy its voracious appetite for revenue,
the government sought to tax anything that moved.
Fed up with overtaxation, the people rebelled. On
May 5, 1995, over 100,000 Ghanaians demonstrated
through the streets of the capital, Accra, demand-
ing the repeal of the 18 percent value-added tax (VAT)
—denounced by the people as “vampire tax.” But gov-
ernment-hired thugs opened fire on the demon-
strators, killing four of them. In July 2000, the
Ghana Trade Union Congress, a traditional ally of
the government, staged a one-day strike to denounce
the failure of the regime’s policies and open pillage of
the nation’s treasury.

Finally, in July 2000, the PNDC government sum-
moned enough political courage to admit that the
country was indeed in the throes of a serious economic
crisis but attributed it to “external factors.” However,
Mohammed Sidique, regional education secretary of
the Reform Party, quickly dismissed this: “Ghana is not
the only country which has been bit by external shocks.
Other countries are facing similar problems and yet
their citizens are living better lives. Inefliciency and
greed on the part of our leadership are the cause” (7he
FEvening News, July 11, 2000; 3).

At least 40 percent of World Bank loans and West-
ern aid were squandered. According to Goosie Tanoh,
who broke with the ruling regime to form his own
National Reform Party, “many grants from Japan, Can-
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ada, USA, and Britain, given to NDC party function-
aries, were misapplied” (The Ghanaian Chronicle, August
14, 2000). World Bank loans, provided for various
poverty-reduction programs, were not spared.

According to the government’s own Serious Fraud Office,
130.3 million cedis (or $20,000) of the World Bank's pover-
ty-reduction program, intended for the small community
farmers of the Afram Plains, was embezzled by Col. D. I.
K. Sarfo; I. G. Tetteh; P. P. Adade; C. K. Gyamfi; D. Attrama;
E. K. Addai; and B. Acheampong. A World Bank loan
of 58 million cedis to Ghana's Statistical Service was
stolen by Dr. Oti Boateng, the director. Another sum, 155.4
million cedis provided by the World Bank to the Ghana
Statistical Service for a “Living Standards Survey” was
misappropriated by Dr. Atadika through the inflation of
car rentals and seminar fees. . . .

A total amount of 650 million cedis (about $278,000)
allocated to the Tema Municipal Assembly toward
the implementation of its Poverty Alleviation Pro-
gram by the World Bank for the last two years cannot
be traced. According to reliable sources, there is no
record of the total amount released by the Ministry
of Local Government and Rural Development in two
batches of 400 million cedis for 1997 and 250 million
cedis in 1998 respectively having been expended on
any project or projects to alleviate poverty in the As-
sembly’s area of jurisdiction (Free Press, January 13—
19, 1999; 1).

The regime, which preached World Bank gospel of
“accountability” and “transparency,” never accepted
responsibility for its failures, choosing to blame “exter-
nal factors” (low prices for exports, tardy disbursement
of foreign aid pledges) for the country’s worsening
economic crisis and even corruption. At the United
Nations General Session in New York on September
8, 2000, President Jerry Rawlings blamed Western
countries for much of the monumental corruption in
Africa, saying they have a responsibility to curb the
menace so as to promote good governance on the con-
tinent (Pan-African News Agency, September 8, 2000).
But Ghanaians never bought this claptrap, turning out
massively to toss the regime out of office at the Decem-
ber 7, 2000, elections with more than 70 percent voter
turnout.

Said an angry Alex Bokuma of Tamale (Ghana) to
the IMF"

For so many years you lauded Ghana as a success story.
Ghana became your model country for Africa and you
seized every opportunity to praise Mr. Rawlings for swal-
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lowing all your policies as if they were God-sent. Now
that Rawlings has been kicked out, you make a U-turn
and ask Ghana to pay 39 million American dollars because
the NDC government lied about the economy.

Our only reward for being your success story is a shat-
tered economy. You will forever be remembered for lead-
ing us to the status of a heavily indebted poor country.
You lied to the whole world about the success of your
policies in our country.

Shame on you. (BBC Focus on Africa, August 7, 2001,
“Letter of the Day")

In March 2001, the incoming Kufuor administra-
tion had placed Ghana, the Bank’s “star pupil” on the
HIPC intensive care unit and on July 5, 2002, the out-
going World Bank resident director in Ghana admit-
ted that the Bank probably made a mistake in tagging
Ghana an “economic success story.” Ghana’s real per
capita income was about 10—15 percent below 1983
level when the Structural Adjustment Program was
launched in 1983.

The decline in Ghana’s economy was stabilized
with the election of President John Kufuor in 2000.
The growth rate improved to 5.6 percent in 2003. Oil
was discovered in 2004 and the country’s prospects
became brighter. The NDC retook power in 2008
and the country started going downhill again, despite
a visit by US President Obama in July 2009.

The export of oil and political stability again made
Ghana a model African country. But following reck-
less government spending, capital flight, and corrup-
tion scandals, the prognosis looked rather bleak by
November 2013:

® Of the countries in the world with a free press,
Ghana had been ranked the third most corrupt
by Gallup;

® The growth rate dropped precipitously from
14.4 percent in 2011 to 7.1 percent in 2013;

B Debt levels were unsustainably high: total debt
was 49.3 percent of GDP; the 2013 budget deficit
was 12 percent of GDP;

® Fitch, an international credit rating agency, twice
downgraded the country’s bond rating from B+
to a B;

® The IMF warned that the country was approach-
ing a Highly Indebted Poor Country (HIPC) status;

® Foreign donors cut budgetary support for Ghana.

The government was broke; it had no savings to
finance capital expenditures. People were suffering
severe economic hardships and losing confidence in
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the ability of the government and its institutions to
resolve the looming crisis. In fact, the national Trade
Union Congress set November 18, 2013, as a date for
a national strike to protest exorbitant utility tariffs and
high cost of living.

Structural Deficit Problem

Assume your income for the year is GH¢17,000. Your
day-to-day living expenses amount to GH¢12,000; your
savings are GH¢5,000. Out of that savings, you may
buy a television set, a fridge, pay for a house, etc.
These are called your Capital Expenditures. But
if your living expenses are GH¢15,000 and capital
expenditures are GH¢5,000, and you have GH¢4,000
in arrears to clear, then you are in trouble. You may
borrow from your relatives to cover your deficit, but
you cannot borrow forever. This situation was exactly
where the government of Ghana found itself in Novem-

ber 2013.

Total Revenue and Grants .. . ... GH¢16.8 billion
Recurrent Expenditures ........ GH¢15.9 billion
Capital Expenditures .......... GH¢4.9 billion
Arrears Clearance . ............ GH¢3.8 billion
DEFICIT. ............ ... ..., GH¢7.8 billion

[Note: The actual deficit in the budget was GH¢8.6 billion, which
includes wage arrears and discrepancies.]

The situation had persisted since 1998—a chronic
deficit problem, meaning,

1. The government had no savings out of which to finance
its capital expenditures. So if a road had to be built at a
cost of say $10 million, the government would tell the
contractor to look for funds. Of course, the contractor
would seek a “financial engineer,” who would seek funds
at a high cost source and take his commission. In the
end, the road construction which should cost $10 million
would check in at $40 million. If the government balked
and refused to pay, it would end up in court for a
“judgment debt.” If the contract was canceled, then the
government would be liable for cancellation fee, pay-
ment for any work done on the project as well as any
penalties. Indeed, there was a whole slew of scandals
about them. One was the $10 billion STX Housing deal
with a Korean construction company. The contract with
the government of Ghana was to construct 200,000
houses in Ghana within a period of five years for “service
personnel”—police force, prison guards, military person-
nel, etc. Another such borrowing that has raised the ire
of Ghanaians was a $3 billion loan from China arranged on
barter terms. In exchange for the loan, China demanded

a daily supply of Ghana crude oil of 13,000 barrels—the
entire portion of the government of Ghana's share in Jubi-
lee Qilfields—for the next fifteen and a half years!

2. To close the budget gap, the government had to either:
a. Borrow, or
b. Raise revenue by raising taxes

Borrowing

The government could borrow from three sources to
finance its deficit:

1. From foreign sources by issuing bonds. But
if the government flooded foreign markets with Ghana
Government Bonds, they would eventually lose their
value, which was why Fitch downgraded Ghana Bonds
to a B rating in 2013;

2. From the Bank of Ghana by issuing Trea-
sury Bills and Bonds, but this source of financing is
always inflationary as it increases the supply of money;

3. From domestic commercial banks. This
source of borrowing scoops up available domestic
savings, crowds out the private sector, and makes it
hard for private businesses to find capital for business
expansion to employ workers. Excessive government
borrowing from domestic commercial banks was one
reason why the interest rate was very high, hovering
around 23 percent in 2013. This kind of interest rate
hurt the economy because it discouraged any long-
term investment. It directed investors into those specu-
lative, quick-return type of investment, which was often
import/export for a quick turnaround.

Raising Revenue

African governments are always hungry for revenue.
But because the income tax base is small, any revenue
enhancement strategy falls heavily on excise duties
and commodity taxes. So the Ghana government slaps
taxes on anything that moves. For example,

Utility bills—80 percent increase;
Water—>50 percent increase;
Petrol—30 percent increase;

Then telephone, airport tax, vampire tax, etc.

Back in 1995, Ghanaians, fed up with increased
taxes, staged “Kume Preko” (“You might as well kill
me”) street protests in Accra. High excise taxes not
only affect consumers but businesses as well. Increases
in utility bills raise the cost of doing business in Ghana.
On the one hand, the government wanted to en-
courage industrialization, but on the other hand, it was
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killing off privates businesses with high excise taxes.
If the government wanted to balance its budget it
should have cut its own spending. It couldn’t ask people
to tighten their belts and refuse to do so itself.

Cutting Government Expenditures

The problem was a bloated bureaucracy and a gov-
ernment whose size had grown so rapidly that it was
suffocating the economy. In 1997, there were eighty-
eight cabinet and regional ministers plus their deputy
ministers in Ghana with a population of 25 million.
In 2004, the number reached ninety-two, and by 2013
it had shot up to ninety-seven. By comparison, the
United States, with a population of more than 300 mil-
lion, has only forty secretaries and assistant secretaries.

In Angola, President dos Santos has a cabinet of
thirty-three ministers and fifty-five deputies, one of
the largest governments in the world. In addition, the
president has his more influential shadow cabinet
within the presidency, run by two ministers of state, one
minister, and twelve deputies. Kenya has ninety-four
ministers and deputies (7%e Economist, April 23, 2009).

Indeed, Ghana’s public sector is riddled with over-
spending, wasteful practices, willful extravagance with
public funds, and financial irregularities and profli-
gacy. Too many ministries and government agencies
mean overlapping jurisdictions and functions and
soaring government expenditures.

Parallel Institutions

The explosion in government bureaucracy is due to the
tendency to create “parallel institutions” when existing
ones do not work. The legal or normal court system is
one prime example.

One legitimate and perennial complaint by Flight-
Liecutenant Jerry Rawlings was the tardiness with
which the normal court system deals with cases of
corruption in high places. The normal process is for
the attorney-general to prosecute corrupt government
officials through the normal court system. But the rich
and powerful with high-powered lawyers can exploit
loopholes in the legal system and escape scot-free.
In the early 1980s, the Rawlings regime created Pub-
lic Tribunals to close such loopholes and dispense
justice swiftly,. However, Western donors were un-
comfortable with “tribunals,” which sounded mili-
taristic. So, in the 1990s, a Commission on Human
Rights and Administrative Justice (CHRA]J) was
created in 1993. When that did not work well, another
parallel institution, the Serious Fraud Office (SFO) was
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created in 1996. When President John Kufuor took
office in 2001, yet another entity, Fast Track Courts,
was created. Meanwhile, deficiencies or weaknesses
of the existing institutions remained unfixed.

The absurdity of all this became apparent when the
“Woyome scandal” broke in early 2012. A business-
man and self-acclaimed financier of the ruling NDC
party received a GH¢51 million judgment debt for the
cancellation of a contract to refurbish sports stadia.
It was later discovered that he had no contract with the
government. However, when the corruption scandal
broke, a plethora of government agencies and institu-
tions with conflicting jurisdictions began investigations.
They were the Police, Bureau of National Investiga-
tions (BNI), the Attorney-General’s Office, CHRA],
SFO, Fast Track Courts, the Public Accounts Com-
mittee of Parliament, and then on top of all these, the
president set up the Economic and Organized Crimes
Office (EOCO). And the icing on the cake was that the
huge armada of investigators were all on government
payroll. Eventually, the case got to the Supreme Court,
which ordered Woyome only to refund the money.
In other words, there was no punishment for criminal
wrongdoing and attempting to defraud the state.

Another parallel institution is the Council of State
(CoS), made up of twenty-five members, designed to
advise the president. It was supposed to be modeled
after Africa’s own indigenous institution, Council of
Elders (CoLE), but the process was debauched. In the
traditional system, the appropriate advisory body is the
privy council or inner council of advisors. This privy council
is selected by the chief to advise him on policy issues.
The CoL, in contrast, serves as a legislative body, not
an advisory body. The CoE, together with the chief,
passes laws. The chief cannot pass any law without the
CoE, and, if the chief is bad, the CoE can remove him
from power. Further, the CoE is independent; the chief
cannot appoint or dismiss any of the councilors, who
are heads of extended families in the village. These
families choose their own heads.

By contrast, the CoS is not independent; the pres-
ident appoints eleven of its twenty-five members. It
has no power to remove a bad president and it is not
a legislative body; Parliament is. Further, the presi-
dent has his own retinue of advisers—from ministers
at the presidency to presidential aides. The excessive
duplication of advisory functions simply swells the
government payroll.

The CoS is the product of a 1992 constitution
that suffers from other multiple defects. Among them
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is the District Assembly (DA) system, also modeled
after the traditional system but created as a truncated
and confusing political system: no-party politics at the
district level but at the national level. Further, the
constitution allows the president to appoint 30 percent
of DA members, effectively abrogating its indepen-
dence. Other defects include showering the executive
with too much power, inserting indemnity clauses and
taking too many pages. The constitution should not be
more than twenty pages.

The Government Wage Bill

The multitude of parallel institutions and bloated
bureaucracy created a huge government workforce of
over 700,000 workers and a wage bill that consumed 70
percent of the budget. In addition to the ninety-seven
cabinet ministers and deputy ministers in 2013, there
were ministers of state at the presidency, presidential
staffers, advisors, Council of State, etc. How many
advisors did the president need? Then there were—
at each ministry—principal secretaries, deputy prin-
cipal secretaries, assistant deputy principal secretar-
les, etc. And as mentioned in Chapter 3, each one of
them must have a government bungalow, Pajero (SUV),
saloon car, garden boy, cook, day watchman, night
watchman, security guard, and their utility bills paid
by the government

There were some high government officials who for
the past twenty-five years had not paid a single pesewa
in rent or utility bills. Most infuriating was that, at the
end of their service, they wanted the government bun-
galows sold to them at fire sale prices with loans from
the same government! If the government were serious
about tackling its structural budget deficit problem,
it would do any of the following:

® Reduce the number of (ninety-seven) cabinet
ministers and deputy ministers by half.

®  Abolish these ministers of state at the presidency.

®  Abolish the Council of State and other parallel
institutions such as Fast Track Court, CHRA],
National Centre for Complaint, etc. Fix the
existing institutions.

= Abolish the perks and privileges; they are a relic
of the colonial past. To entice British citizens to
serve in the colonies, the colonial government
offered them government bungalows, gardeners,
cooks, etc. These perks are not needed to entice
Ghanaians to serve in their own government.

®  Retrieve state property. Take back all those

government bungalows that had been handed over
to former government officials. Seek the return of
all the Sakumo Flats to the state.

Instead, the government of Ghana decided to go
to the IMF in August 2014 for a bailout. On October
24, 2014, Standard and Poor’s (S&P), one of the larg-
est credit agencies in the world, announced that it had
downgraded Ghana’s long-term currency credit rating
from “B” to “B-,” a decision that moved the Ghana-
1an cedi dangerously close to “junk” status. S&P made
the assessment arguing that despite successful billion
dollar loans issued to Ghana by international inves-
tors, “the Ghanaian economy was in a precarious
situation considering staggering current account defi-
cits” (Sahara Reporters, October 25, 2014).

Uganda

By African standards, Uganda also performed well in
the 1990s and President Yoweri Museveni made credi-
ble, serious, and committed efforts at reform. Unfortu-
nately, dangers lurked behind the corner. As previously
mentioned, the 1998 World Bank mission to Uganda
reported “widespread accusations of non-transpar-
ency, insider dealings, and corruption.” Embezzlement
was rampant in the ministries of health and educa-
tion and the Ugandan Electoral Commission. Donor
funds intended to support projects aimed at alleviating
poverty were embezzled and never reached the poor.

Other problems soon surfaced. First, Uganda’s
economic recovery was not sustainable as it was “aid-
induced.” Dependent on the international commu-
nity for 55 percent of its budget, it was doubtful if
the recovery could be sustained if the aid spigot were
turned off. Second, massive coffee exports had been the
prime engine of the country’s economic growth. A fall
in coffee prices could pose a serious threat to Ugan-
da’s recovery. Indeed, in 2000, coffee prices began
to fall in international commodity markets. By May
2001, coffee prices had plummeted to a twenty-year
low and in 2004 remained at a thirty-year low. The
slump in prices reduced export income. In 1996,
Uganda’s export earnings from goods and non-factor
services stood at $786 million. However, they fell to
$396 in 2000 (Bank of Uganda, 2001). Uganda’s
exports were predicted to drop $200 million by the
end of 2015 due to a decline in global trade, worsen-
ing the “already weak balance of payments” (4/Africa.
com, November 6, 2015; web posted). Thus, Uganda’s
economic performance remains highly vulnerable to
commodity price fluctuations.
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Third, information indicated that fiscal discipline
was slipping with government expenditures spiraling
out of control—fed by huge expenditures for mili-
tary adventures in the Congo. Contrary to efforts to
implement measures for improving the efficiency and
transparency of the privatization process, progress in
this area was significantly slow, including measures
for reforming the ministries and the civil service. Rev-
enue receipts had been inadequate to meet rising
expenditures. Indeed, tax collection was characterized
by highly corrupt and ineflicient tax administration.
The banking system also came under severe pressure
due to weak prudential regulations and supervision.
Insolvent ones were ultimately closed. In an uncertain
economic environment reflecting poverty, and scant
gains in human and social development, Uganda was
ravaged by the HIV/AIDS epidemic. Although Presi-
dent Museveni earned high marks in the battle
against HIV/AIDS, the epidemic led to a reduction
in life expectancy adversely affecting the working popu-
lation, and created a large number of orphans and
great pressure on the government’s health budget.

Fourth, the decrepit political system posed a grave
danger to the economic recovery. Uganda is a de facto
“one-party state” with the political arena dominated by
President Museveni’s National Resistance Movement.
Constitutionally, Ugandans can form any political party
they wish but they cannot campaign nor hold rallies
since it 1s illegal to assemble more than six persons for
a political function. President Museveni, who declared
in 1986 when he became president that no African
leader should be in power for more than ten years, was
a different president in 2004. Rather strangely, he tried
to block or override a constitution clause that limited
his tenure to two terms. It is the same African disease
encountered in Angola, Chad, Guinea, and Namibia,
where incumbents seek to gut the two-term rule they
themselves agreed to.

Fifth, progress on economic reform was in danger
of being throttled by corruption, which had become
a serious problem in Uganda and had penetrated all
levels of society. A review by the opposition group,
Uganda Debt Network (UDN), claimed that Uganda
had been ranked among the most corrupt countries of
the world and that 80 percent of business in Uganda
pays a bribe before accessing a service. UDN further
estimated that more than 1 trillion Ugandan shillings
(equivalent to more than $700 million) had been lost
through corruption in government departments from

1984 to 1999 (UDC Newsletter, January 2003; 1-4).
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Indeed, studies by the Inspector General’s office reveal-
ed that the police, judiciary, and health departments
were the most corrupt in the country. Public disgust
and intolerance of corruption had been growing
daily, fed by press reporting and parliamentary
investigations. Although Uganda took steps to create
anti-corruption agencies, there was lack of political
will to provide adequate resources for these agencies
to function effectively. As a result, corruption, espe-
cially in relation to privatization, continued almost
completely unabated. In the year 2000, Transpar-
ency International ranked Uganda as the third most-
corrupt country in the world—a slippage since the
country was ranked only twelfth in 1996.

President Yoweri Museveni pledged to root out
corruption but few believed him and to date only lim-
ited progress has been made. International donors
expressed their strong collective concern about cor-
ruption in Uganda at the November 1997 Consultative
Group meeting on Uganda held at World Bank offices
in Paris. Almost all the delegates cited corruption as a
serious impediment to Uganda’s economic progress.

Hardest hit was the privatization program—an
important component of Structural Adjustment Pro-
grams and often a pre-condition for loans from the
World Bank and the IMF. In 1992, in accordance with
loan conditionalities, the government of Uganda began
a privatization effort to sell off 142 of its state-owned
enterprises. However, in 1998, the process was halted
twice by Uganda’s own Parliament because it had been
“derailed by corruption,” implicating three senior min-
isters who had “political responsibility” (The East Afri-
can, June 14, 1999; www.allafrica.com). The sale of
these 142 enterprises was initially projected to generate
900 hillion Ugandan shillings or $500 million. How-
ever, by the autumn of 1999 the revenue balance was
only 3.7 billion Ugandan shillings. This discrepancy
occurred due to the government’s mismanagement
of the privatization process covering three parastatals:
the Ugandan Commercial Bank, illegally bought by
Museveni’s brother; the Uganda Airlines Corporation;
and Trans-Ocean.

Uganda Commercial Bank (UCB) was the largest
bank in the country, controlling over 80 percent of the
commercial banking market. It was sent into bank-
ruptcy by brazen looting of the ruling clique. Senior
members of the ruling National Resistance Movement
(NRM) took huge loans worth over 62 billion shillings
($164.5 million), which were later declared as “bad
debts.” The Monitor (October 2628, 1994) reported
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that “the names behind Uganda Commercial Bank’s
bad debts include some of the most famous and prom-
inent politicians, soldiers, bankers, and businessmen.”
The paper went on to reveal military officers collec-
tively owed the bank at least 281.25 million shillings.

As previously discussed, President Museveni and the
presidents of Rwanda and Burundi were accused by a
United Nations panel of taking advantage of the civil
war in the Democratic Republic of Congo and plun-
dering the country’s mineral resources.

On December 19, 2005, the International Court of
Justice, the United Nation’s highest court, ruled that
Uganda’s invasion of the Congo was unlawful and that
Uganda must pay reparations for the plunder of Con-
go’s mineral resources. Estimated damages from Ugan-
da’s invasion reached $10 billion.

The country did perform well from 1992 to 2010,
recording an impressive 7 percent average gross domes-
tic product (GDP) growth, and halving the number of
people living in abject poverty from 56 percent of the
population in 1992 to 24 percent in 2010. However,
as we indicated earlier, the high growth rates are not
sustainable since they are largely dependent on foreign
aid. In November 2013, the UK cut aid to the Ugan-
dan government, accusing its officials of stealing bil-
lions of shillings in aid money. The Express of UK said
1.3 million pounds, approximately 5.2 billion shillings,
was diverted by government officials (Sunday Monitor,
November 7, 2013). The cut in aid probably slowed
economic growth to 3.4 percent while inflation soared
to double-digit levels for most of 2011 and 2012.

Meanwhile, the country still faces serious challenges,
not the least of which is political uncertainty. Political
stability is not assured by having one person rule for
life. There is speculation that President Museveni may
retire in 2022. There are also unconfirmed reports
that he is grooming his son, Muhoozi, to succeed him.
All of these add to uncertainty and have served as a
recipe for political turmoil and implosion in postcolo-
nial Africa. Gaddafi of Libya, Ben Ali of Tunisia, and
Hosni Mubarak of Egypt tried to groom their sons to
succeed them but failed miserably.

Why SAP Failed in Africa

A heated emotional debate erupted over the success or
failure of Structural Adjustment Programs in Africa.
Much of the controversy derived from involvement
of the World Bank and International Monetary Fund
in Africa’s adjustment programs. These two institu-
tions, deservedly or not, have had a rather poor image

in Africa. Their involvement in any program on the
continent draws automatic suspicion and flak. This is
unfortunate since the efficacy of a program should be
assessed objectively, regardless of its sponsor.

A program may fail for a variety of reasons. It may
be poorly designed and poorly implemented, and this
may have nothing to do with the Bretton Woods insti-
tutions or the SAP itself, just as Africa’s problems with
democratization have less to do with sponsoring West-
ern agencies or “the inherent flaws in [the] principle
of democracy.” In addition, the success or failure
of a program depends upon the existence—or lack
thereof—of supporting institutional infrastructure.
For example, the removal of price controls alone does
not automatically establish a free market. Such a mar-
ket requires the existence of supporting infrastructure
and institutions that establish civil society, fairness, due
process, and rule of law. These supports include a
private press (for the free flow of information), freedom
of expression, an independent judiciary/legal system
(to uphold the rule of law, enforce market contracts,
and protect private property rights), and an indepen-
dent central bank.

Meaningful market reform cannot endure if the
legal system 1s not functioning and has been replaced
with tribunals or kangaroo courts. In the absence of
the rule of law, commercial properties can arbitrarily
be seized by the state without due process. Where the
central bank is under the thumb of the government,
the state can gun the money supply, wreaking disastrous
inflationary havoc with fragile financial markets and
business decision-making,

Since SAP is often referred to as “the bitter IMF
pill,” perhaps a more fruitful method of assessment
1s to use a patient—doctor analogy. A sick patient goes
to see a doctor, who performs some tests. After deter-
mining the cause of the ailment and making a diag-
nosis, he prescribes a medicine. Whether the medicine
cures the patient or not depends on a host of other
variables that have nothing to do with the doctor. For
example, to be effective, certain medications must be
taken three times a day. It may not work if taken once
a week. In addition, the medicine only will work under
certain conditions. For example, it should be taken
before meals, and the patient, while on the medication,
may not consume alcohol or coffee, which may coun-
teract the effectiveness of some drugs. Clearly, a patient
who does not follow this regimen would not be cured.

By the late 1980s, it was clear that many African
economies were ‘“‘sick.” Their governments saw the
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“doctor” (the World Bank/IMF), which prescribed
SAP. Keep in mind that the World Bank was not the
only “doctor” around. If an African government
loathed the World Bank and its “fees,” there were other
“doctors” to consult. After years of “adjusting,” how-
ever, Africa’s economies were not “cured.” The reason
was simple: although the pill was the right medicine,
it was prescribed by the wrong doctor (World Bank),
administered by the wrong nurse (a gangster African
state), and implemented using the wrong tactics. Note:
only one “right” but three “wrongs.”

The “Right” Medicine

In the postcolonial period, African governments, under
various ideological guises, arrogated onto themselves
the power to intervene in almost every conceivable
aspect of their economies, ostensibly for “national
development” and to protect the new African nation
against “foreign exploitation.” They were suspicious
of “capitalism,” with most of them opting therefore
for socialism. Under socialism, a large role was envis-
aged for state participation in the economy through the
operation of state-owned enterprises and the institu-
tion of a plethora of state controls.

Subsequently, state controls and state hegemony
in the economy became pervasive. The bureaucracy
swelled with payrolls padded with government/party
supporters. The controls created shortages and oppor-
tunities for illicit enrichment by the elites and bred
a culture of bribery and corruption. In addition, they
killed off the incentive to produce. Inevitably, the
state sector became grotesquely inefficient and waste-
ful. The rot at the government house propelled the mili-
tary to intervene in politics. Notwithstanding the fact
that the soldiers often made matters worse, their pri-
mary objective was explicit: to clean house. And most
Africans would agree that the state sector had to be
cleaned up and government operations rationalized.

The basic thrust of SAP—to grant greater economic
freedom to the people—is unassailable. The pervasive
control African governments wield over their econo-
mies needs to be rolled back. Peasants who produce
foodstuffs and cash crops should be allowed to keep
a larger portion of their proceeds. Countries that move
away from a state-controlled economy toward greater
reliance on the private sector generally do better eco-
nomically. Innumerable examples, from Asia to Latin
America and the former Soviet bloc, can be adduced
for testimony. The stupendous growth of China in
the new millennium further attests to the correlation
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between economic liberalization and economic pros-
perity.

It should also be recalled from Chapter 5 that Afri-
can natives enjoyed much economic freedom in their
own indigenous economic system before the advent of
the colonialists. They themselves determined what they
produced and sold their surpluses at free village mar-
kets. Prices were determined by bargaining, not fixed
by chiefs. Iree trade and free enterprise were the rule.
But after independence, African governments stripped
them of their economic freedoms. “Throughout the
continent, the problem has been policies that don’t
encourage farmers to be more productive,” said Mario
Quinones, the head of the Sasakawa project in Ethio-
pia (Washington Post, May 25, 1998; A18).

Where economic reform was implemented, the
results were spectacular. The purpose of economic
reform 1s to free businesses from the stranglehold of
state controls. It may be recalled from Chapter 4 that
three terms explain the stupendous peasant prosper-
ity from 1880 to 1950: peace, infrastructure, and eco-
nomic freedom. State controls and regulations have
stifled economic freedom in many African countries.
Economic Freedom of the World measures the degree
to which the policies and institutions of countries are
supportive of economic freedom. The cornerstones
of economic freedom are personal choice, voluntary
exchange, freedom to enter markets and compete, and
security of the person and privately owned property in
five broad areas:

B size of government: expenditures, taxes, and
enterprises;

B Jegal structure and security of property rights;

B access to sound money;

® freedom to trade internationally; and

B regulation of credit, labor, and business.

The Heritage Foundation, The Wall Street Journal,
and the Cato Institute, as well as other think tanks,
publish the World Index of Economic Freedom annually.
Generally, countries with greater economic freedom
out-perform those that are not economically free. Of
the thirty-eight countries at the bottom of the Index
for 2014, twenty-nine of them were from Africa. (See
www.heritage.org/index.)

A few African countries, such as Egypt, Ghana,
Mozambique, Tanzania, and Zimbabwe, performed
remarkably in the initial phases of reform to restore
economic freedom. Once free of statist controls, Tan-
zania’s agriculture expanded annually at 5 percent in
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the early 1990s. State-owned enterprises that Tanzania
privatized also chalked up spectacular results.

The Ashanti Goldfields Corporation of Ghana is
another example where privatization turned a mor-
ibund state-owned corporation around. The AGC,
which accounted for 20 percent of Ghana’s foreign
exchange earnings, increased its output from 272,000
ounces in 1987 to 355,700 ounces by the end of 1989.
“This represented an increase of 30.8 percent over
the last three years” (West Africa, February 5-11, 1990;
190). Other state-owned enterprises chalked up im-
pressive turn-around after privatization:

Most of the enterprises divested by the state had been
modernized and brought back to life. The magnificent
Golden Tulip Hotel, formerly Continental Hotel, at the
time of its divestiture, had about 116 employees. Ser-
vices at the then hotel were nothing to write home
about. Today, the hotel under new management and
new name now has 347 employees. The service of the
hotel is rated number one in the hospitality industry.

Tema Steel Works at the time also had about 130
employees with very poor production figures. After six
years of operation under new management and injection
of fresh capital coupled with the modernization of its
production line, the company can now boast of about 584
employees.

Alongside the government's stake of 25 percent,
Swiss company Industrie Bau Nord, with more than 40
years experience in Africa has turned around Tema Food
Complex—now Ghana Agro-Food (GAFCO), rehabilitating
its plant and machinery, doubling output and increasing
its workforce from 494 to 1,600.

The Coca Cola Company Limited which was formerly
a subsidiary of the state-owned Ghana National Trading
Corporation had a pre-divestiture employment of about
340. After just three years of operation the workforce
of the company has not just increased to about 530, the
company has also increased its production figures and
added a new line of drinks to the existing ones. The same
pattern exists at the Ghana Rubber Estates Limited. Prior
to divestiture in 1996, there were about 3,085 workers.
Current statistics indicate that the company now has more
than 3,833 employees.

Another success story of the privatization program
was the divestiture of Ghana Telecom. The company was
privatized in December 1996, by selling 30 percent stake
to a consortium of strategic investors led by Telekom
Malaysia. Since 1997, when the new managers of Ghana
Telecom rehabilitated and installed new facilities, the
services of the company have shown remarkable improve-

ment. As at the end of February 1998, the company had
delivered more than 27,000 lines and installed more than
1,000 pay phones in most urban cities. This exceeds the
contractual agreement of the company to deliver 25,000
direct lines and 300 pay phones (Daily Graphic, January 4,
1999; 23).

These few examples—and many others exist—
show that macro-economic restructuring of an econ-
omy away from a state-controlled system does work,
if pursued with dedication, seriousness, and honesty.
As Stephen Buckley, a foreign correspondent, noted
in the Washington Post (May 25, 1998), after the removal
of price controls and providing better incentives to
farmers:

Ghana doubled its corn production between 1986 and
1996. Nigeria's corn output leaped by 50 percent be-
tween 1990 and 1996. Mozambique, emerging from
nearly two decades of civil conflict, has seen agri-
cultural output grow by 50 percent. In the past decade,
Ugandans have doubled or tripled production of several
main crops.” (p. A18)

In Tunisia, the government ran the airline, the steel
mill, the phosphate mines, and 150 factories, employ-
ing a third of Tunisian workers. Under a privatization
program, private businessman Afif Kilani bought
one such company called Comfort, a featherbed for
1,200 workers who built 15,000 refrigerators a year.
Mr. Kilani paid $3.3 million for the place in 1990.
Five years later, he had whittled the workforce down
to 600 workers who made 200,000 refrigerators a year.
“Like all state companies, its point had been to support
the maximum number of jobs,” he said. “It was social
work. A sort of welfare” (The Wall Street Journal, June 22,
1995; Al1).

Wrong Doctor

Over the years, the credibility of the Bretton Woods

institutions eroded considerably. According to the 7zmes
of London (September 2, 1999):

The decline of the IMF is linked to the perception that
it had become little more than a proxy for Western, and
notably American, commercial and strategic interests.
Having allowed Western banks to go scot-free in Thailand
and Korea, it played hardball in Indonesia, but this had
less to do with combating charges of moral hazard and
everything to do with America’s desire to topple Presi-
dent Suharto. Moral hazard returned with a vengeance
in the case of Russia, which in August 1998 was handed
$22.6 billion on very weak conditionality because Amer-
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ica required that Boris Yeltsin should be supported at
any cost. America’s role is less than edifying. It has long
used the IMF as a tool for remaking the world economy
in its image, but has woefully failed to meet its obli-
gations as the world's economic superpower. It has failed
to tackle its arrears in funding to the IME.”

In Africa, the Bretton Woods institutions, deservedly
or not, have had a rather poor image and low credi-
bility. As such, their involvement in any development
program on the continent draws automatic flak and
politicizes the issue. The late Julius Nyerere, for exam-
ple, characterized the World Bank and the IMF as
“Imperialist institutions and devices by which power-
ful nations maintain their power over poor nations”
(Ttme, January 16, 1984; 39). Marxists charge that
the real objective of the IMI'-sponsored liberalization
measures in Africa is not domestic economic recov-
ery but rather the “penetration of imperialist capi-
tal.” Leftist radicals have denounced conditionality
as unwarranted imperialist interference in their inter-
nal affairs. “The SAP as a strategy—a monetarist
prescription of the supply-side economics variety—
however, gave more power to donors in the planning
and supervision of domestic African enterprises, and
as a result most African countries who espoused SAP
are poorer now than they were two decades ago”
(African Link, First Quarter, 1998; 10). In Kenya, “the
World Bank’s policies were viewed as a monster that
no one wants to hear about” (The African Observer,
September 28—October 11, 1995; 21).

This kind of emotional rhetoric unnecessarily
politicizes the debate and impedes the search for
solutions. Additionally, it provides a convenient shield
for incompetent African despots to conceal their own
failures. They claim acceding to structural adjustment
in this atmosphere amounts to succumbing to foreign
dictates—a problem compounded by the fact that
there is often no African input in the design of the
programs—the very people who would be most affect-
ed by World Bank decisions. As Wayne Ellwood wrote:

Time and time again local communities are ignored.
Misconceived, harmful development projects are drop-
ped in their laps without consultation and the people
of the industrialized countries, who bankroll most of the
Bank’s activities, are asked to pay the bill.

The Bank needs its own glasnost so that informed
public debate can take place, says Probe International’s
Pat Adams. “Decision-making,” she adds, “should be re-
turned to the people who have to live with the
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physical consequences of the decisions; they're the
people with the best judgment about what risks to take
with their environment.” (New Internationalist, Decem-
ber 1990; 6)

The World Bank employs the services of man-
agement consultants. About 80,000 expatriate con-
sultants work on Africa alone. Less than 0.1 percent
are Africans. In 1988, the World Bank spent close to
$1 billion on consultants on SAPs. Characterizing this
as the “great consultancy rip-off,” South (February
1990) noted:

There is increasing concern (World Bank) advice is often
overpriced, poorly researched and irrelevant. Although
some management consultants give value for money,
many simply recycle standard off-the-shelf reports,
regardless of whether they are appropriate, say critics.
Frequently, management firms send rookie staffers with
little experience of Africa to advise on sensitive politi-
cal issues there. Or they provide theoretical studies, full
of high school economics, but with no practical
applications. . . . One top World Bank man, who de-
clined to be identified, says that of all the countries in
Southern Africa, the only government which gets value
for its money from management consultants is Bots-
wana, which has a rigorous bidding procedure for the
work. (p. 42)

The World Bank’s credibility has been most batter-
ed in Africa. Back in the 1960s and 1970s, it funded
disastrous statist policies—for example, the establish-
ment of state-owned enterprises (SOEs)—in such
African countries as Cameroon, Ghana, Ivory Coast,
Kenya, Nigeria, and Zaire. Imagine the World Bank
telling African governments to dismantle the very same
statist structures it had helped them build! The World
Bank’s support for statism was reflected in its lending
policies. Most of its loans focused on government-
devised infrastructure projects. For example, through-
out the 1980s, the Bank committed about 80 percent
of its funds to government enterprises, or parastatals.

The IME, on the other hand, provided less direct
support for statism. Its focus was on balance-of-pay-
ment disequilibria and its loans were subject to con-
ditionalities such as devaluation, trimming budget
deficits, and general macroeconomic management.
However, IMF emphasis and insistence on condition-
alities and macromanagement had the effect of rein-
forcing the notion of state management and control.
An African government that followed IMF prescrip-
tions would solve its country’s economic problems.
Nothing could have played more into the hands of
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Africa’s statist governments. “For 30 years, Zambia’s
statist policies of import-substitution, subsidized food
prices and state enterprises were backed by Western
economic advisers including the World Bank. True,
the IMF always disliked them, but then, as one IMF
official says privately: “‘Why did we lend $1.2 billion
to a government whose policies we disapproved of?*”
(The Economust, July 1, 1995; 34).
As Whitaker (1988) noted:

From the early 1960s on, the World Bank and the Inter-
national Development Association supplied at least 25
percent of the loans to Africa. U.S. aid fluctuated widely,
doubling during the Kennedy and the Carter administra-
tions, and receding in the mid 1980s when the United
States itself became a major debtor nation. Yet through-
out this period, the World Bank, the United States
and most Africans felt that development would occur
by creating industries and services which would expand
and diversify the economy. Governments themselves
would move into areas that Europeans and Asians nearly
monopolized. The United States and the World Bank
actively supported national planning as the basis for
government activity and their own projects. (p. 66)

Said Stephen Thomillionon in a letter to the editor in
The Washington Times:

Behind the World Bank’s astounding incompetence is
its basic economic philosophy, which is more in line with
that of the old Soviet Union than the West. Its preferred
way of operating is to set up some Soviet-style develop-
ment “project” that in one fell swoop is supposed
to lift the economic status of the area to a higher
plane. Of course, such projects are usually done more or
less as government programs, resulting in theft, bribery,
kickbacks and other corruption on the part of govern-
ment officials. (The Washington Times, June 20, 1995; A18)

Even more bizarre, the World Bank itself was af-
flicted with the same ailment it set out to cure in
Africa: corruption, nepotism, and bloated bureauc-
racy. While it was exhorting African governments
to trim their bloated bureaucracies, its own bureau-
cracy was swelling. Was this a case of “physician heal
thyself”? As The Washington Times (August 24, 1995)
reported: “The World Bankis quietly eliminating
600 positions at its downtown headquarters. By the end
of this year, the bank hopes to have identified all the
positions that will be eliminated. By the end of fiscal
1997, which begins in July, the bank expects to have
saved a net of $96 million over two years” (p. Al). Then
came this bombshell:

The World Bank has hired outside auditors to investigate
expenditures from its annual $25 billion fund for devel-
opment projects after an internal examination uncovered
“alarming information” about possible kickbacks and
embezzlement, according to bank officials.

World Bank President James D. Wolfensohn said the
investigations were triggered by his decision that “if
the bank were going to campaign against corruption in
our borrowing countries, we had to be absolutely certain
that we held ourselves to the highest standards on the
inside. (Washington Post, July 16, 1998; A1).

Headquartered in Washington, the World Bank has
been a major force in global economic development.
It employs about 9,000 workers and pours billions
into emerging countries each year for projects ranging
from infant feeding programs to gigantic infrastructure
improvements. The Bank’s money comes from selling
low interest bonds backed by its 180-member nations.
It then lends money to governments of relatively sta-
ble emerging nations such as Thailand and Brazil and
makes interest-free loans to the poorest nations such
as Bangladesh or Uganda. The US Treasury Depart-
ment and Congress exercise oversight over the Bank’s
activities. However,

Questions about program inefficiencies and the many
possibilities for corruption in dealing with emerging
nations have long surrounded World Bank programs.
Wolfensohn, an Australian-born former investment
banker who took over as World Bank president in 1995,
has talked openly about these issues and encouraged
his employees to come forward with concerns. (ibid.)

In 2005, George W. Bush tapped Paul Wolfowitz to
clean the place up. To his credit, Wolfowitz made root-
ing out corruption his primary mission. But he met fero-
cious resistance and was forced out in 2010. In 2012,
when Dr. Jim Yong Kim took over reins of the World
Bank, its problems had gotten worse; it was most dys-
functional. It had a 2011 aid portfolio of $57 billion
and little oversight by governments that funded it.

Forbes magazine did an investigative report on the
Bank, with the conclusion that problems had gotten
worse, not better, despite more than a decade of reform
attempts.

The inmates are running the asylum says a former direc-
tor. . . . Part of the problem is philosophical: No one,
starting with outgoing president Robert Zoellick, has
laid out an articulated vision for what the World Bank's
role is in the 21st century. . ..

Part of the problem is structural: Internal reports,
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reviewed by Forbes, show, for example, that even after
Zoellick implemented a budget freeze some officials oper-
ated an off-budget system that defied cost control, while
others used revolving doors to game the system to make
fortunes for themselves or enhance their positions with-
in the bank. Why not track all the cash? Good luck:
Bank sources cite up to $2 billion that may have gone
unaccounted for amid computer glitches.

Sadly, the last part is cultural: The bank, those inside and
outside it say, is so obsessed with reputational risk that
it reflexively covers up anything that could appear
negative, rather than address it. Whistle-blower witch
hunts undermine the one sure way to root out problems
at a Washington headquarters dominated by fearful
yes-men and yes-women, who—wary of a quick ex-
pulsion back to their own countries—rarely offer their
true opinions. . ..

Numerous managers and vice presidents . . . say that
corruption continues unabated. Five years ago a com-
mission led by Paul Volcker drilled into the bank and
called it a massive problem. He recommended restructur-
ing the bank’s corruption-fighting unit, including mov-
ing the leadership into a more powerful notch in the
bureaucracy. Zoellick adopted everything in the Vol-
cker plan, but there are big questions today whether it's
having a deep impact. . ..

A similar report that the bank buried, attacked, and
then ignored was done by another respected internal
investigator, Anis Dani. This report found a “dramatic
dip” in the quality—meaning effectiveness, impact and
results—of bank projects over the past five years, says
Dani. He also found a seemingly premeditated effort
to remove the only whistle-blower function within the
bank that dealt with all its projects, called the Quality
Assurance Group. Zoellick’s team dissolved it in 2010, and
while the bank maintains that it is working on replacing
it with something else, Dani calls that claim hogwash.
(June 29, 2012)

According to the same Forbes article, Garman L.
Lapointe was the auditor general of the World Bank,
where her team issued sixty internal reports per year on
what was really going on inside the agency. Lapointe’s
reports were candid. “But it led to Lapointe being
gently walked out the bank’s door in late 2009. . . .
The bank’s management didn’t want to hear the tough
messages” (ibid).

The World Bank is a place where whistle-blowers are

shunned, persecuted and booted—not always in that

order.

148

Consider John Kim, a top staffer in the bank’s IT depart-
ment, who in 2007 leaked damaging documents to me
after he determined that there were no internal institu-
tional avenues to honestly deal with wrongdoing. Some-
times you have to betray your country in order to save
it, Kim says.

In return bank investigators probed his phone records
and e-mails, and allegedly hacked into his personal AOL
account. After determining he was behind the leaks
the bank put him on administrative leave for two years
before firing him on Christmas Eve 2010. . . . A five-
judge tribunal eventually ordered the bank to reinstate
him last May [2011]. Despite the decision, the bank re-
tired him in September after 29 years of service. (ibid.)

The Bank’s plan to cut five hundred jobs over three
years as part of a broad restructuring meant to make
it more competitive and eflicient rankled employ-
ees. The cuts were announced on October 29, 2014,
and represented about an 11 percent reduction in
the 4,500-employee workforce of the Bank’s internal-
facing divisions, including finance, human resources,
research, and security—divisions which employ about
a quarter of the Bank’s total staff, according to Reuters.
The $400 million the Bank would save would allow it
to boost lending to middle-income countries. But,

Employees complain the bank is overly focused on minor
cuts to areas such as breakfast allowances and parking
instead of dealing with meaningful changes to the quality
and efficiency of the bank's lending.

Staff were also incensed after discovering the bank’s
chief financial officer, who has pushed much of the
cost-cutting, received a $94,000 bonus this year. To quell
staff discontent, Bertrand Badre earlier this month said he
would forego the $24,000 or so of the bonus that he had
not yet received.” (Reuters, October 30, 2014)

Employees, however, were not mollified and began
organizing regular work “stoppages” on Thursdays.
They mushroomed into a full-blown rank-and-file re-
volt in the Bank’s atrium, attended by hundreds.

“The mood here is pretty grim,” said one staffer, who
asked not to be named. “Many people here have no idea
whether they will have a job or not in the future,” he
added. “The fear is palpable in this place.”

Several World Bank employees, who spoke to The
Guardian on condition of anonymity, said there are serious
concerns about the restructuring plans themselves, and
anger is also growing over a “climate of fear” in which
employees fear retaliation from management for speak-
ing out.” (The Guardian, December 4, 2014)
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“Wrong Nurse”

To compound the problem, the SAP medicine was ad-
ministered by the wrong nurse. Too many African
reformers lacked legitimacy, credibility, and trust. In
fact, some “reformers” were the same incompetents
who precipitated the economic crisis in the first place.
In Burkina Faso, Ghana, Tanzania, and Zimbabwe,
the “reformers” were avowed Marxists and socialists,
whose conversion to free-market philosophy was at
best dubious. Zimbabwe’s president, Robert Mugabe,
who in 1980 vowed to institute Marxist—Leninism,
finally ditched socialism in 1990 and embraced the free
market. Yet at ZANU-PI’s pre-election congress in
Harare in September 1994, he declared ebulliently:
“Socialism remains our sworn ideology” (The African
Observes; January 12, 1995; 9).

In Ghana, the “nurse” was the Provisional National
Defense Council (PNDC)—an unrepentant Marxist
regime, heavily imbued with a “control mentality.”
The regime closely associated itself with Angola, Cuba,
the former Soviet bloc, Libya, and Nicaragua’s San-
dinistas. It did not believe in the “medicine,” which
entailed deregulation and loosening controls on the
economy. Nor did it believe in private enterprise and
free markets.

As we noted earlier, in the halcyon of the Rawlings
revolution (1982—-83), stringent price controls were
imposed on most commodities and ruthlessly enforced
by Price Control Tribunals. Private businessmen were
attacked. Traders who violated price controls were
hauled into jail and their wares confiscated. Criticisms
of these inane economic measures were mercilessly
crushed with brutal abandon.

Back in 1982, the World Bank and the IMF were
denounced by the PNDC regime as “imperialist insti-
tutions dedicated to the oppression and exploitation
of the Third World.” In fact, Dr. Kwesi Botchwey, the
former minister of finance, vowed that Ghana would
never bow to the IMFE. These economic inanities sent
the economy reeling to its lowest nadir in 1983. A
180-degree turn came in 1983 with the signing of the
SAP agreement with the World Bank, which astonished
even the PNDC’s own Marxist supporters. Thus, the
PNDC agreed to implement SAP, which was known in
Ghana as Economic Recovery Program (ERP), not out
of conviction but out of economic necessity, with the
hope that the program could be ditched when condi-
tions improved.

To implement economic reform, the regime had to
overcome its own self-doubts in order to take Ghana on

an economic path fundamentally antithetical to its own
borrowed Marxist beliefs. That it did not believe in eco-
nomic reform was revealed by its often erratic actions
and contradictory statements. As mentioned earlier,
it assured foreign investors that they were welcome
in Ghana and then lambasted them for “exploiting
Africa.” It preached “accountability” but refused to be
held to the same standards. It sought to “liberate” the
economy but at the same time keep control structures
in place. All these served to confuse investors about the
direction in which the PNDC was taking Ghana.

Nor did the regime have any clue as to the causes
of Ghana’s economic woes, which President Raw-
lings blamed on the opposition. During a Novem-
ber 6, 1996, campaign tour of the central region, he
scowled at opposition politicians, accusing them of
“deliberately discouraging investors to come into the
country to invest.” He also charged that “Opposition
politicians destroyed the banking system in the country
by borrowing heavily and refusing to pay back (Ghana
Drum, December 1996; 35). Said an irate Hawa Yaku-
bu-Ogede, a former independent member of Parlia-
ment and an opposition politician: “Ghana’s economic
malaise is not the result of lack of opportunities or
of resources. Ghana suffers from the affliction of
dishonest leadership” (The Ghanaian Vowe, February 12,
1995; 8).

The regime’s lack of credibility did not arouse pub-
lic confidence or support in the ERP, which jeopard-
ized its success. The people did not enthusiastically
embrace the program. More serious, perhaps, was the
failure of the military regime to build a constituency for
reform, that is, nurture a group or coalition of groups—
in urban or rural areas—to support ERP, even among
members of the regime itself. Said the Ghanaian news-
paper The Guide, in its September 10-16, 1996, edito-
rial: “There was no attempt to convince anyone—not
even members of the government—about the rationale
for reform. For many Ghanaians, the tendency was to
view ERP as a short-term government program that
was a basic requirement for receiving aid” (p. 4).

Similar theatrics were on display in Nigeria and
Zimbabwe. In 1986, Nigeria’s military dictator Gen-
eral Babangida vowed that Nigeria would never go
to the IMF and the World Bank to beg for loans. But
within three months, he had secretly signed up for
SAP. In Zimbabwe, President Robert Mugabe’s vitri-
olic attacks on the Bretton Woods institutions were well
known. Therefore it stretched credulity for Mugabe to
sign up for SAP.
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Wrong Tactics

Even worse was the manner in which the pill was
administered. The method chosen by Ghana’s PNDC
regime was brutal and savage. No attempt was made
to cajole or persuade the public to accept belt-tighten-
ing. In fact, there was no public debate. Five years after
the program started in 1983, the regime scheduled
a public debate—that was canceled—until finally held
in 1997.

Among the urban population, the important groups
were industrialists, workers, professionals, students,
and traders. But each was at war with the regime. The
PNDC frequently lashed out at workers and threatened
to withdraw their right to strike. Nor was any attempt
made to associate the Trade Union Congress (TUC)
with the economic recovery program. One senior TUC
official complained: “The impression given is that the
TUC is part of the planning process but it is not. Since
1983 the TUC has not been consulted. We are notin a
position to participate” (Herbst 1993, 34). That profes-
sional bodies (especially lawyers) and the student popu-
lation had been thoroughly alienated from the program
was already well known. Ghanaian industrialists did not
openly embraced ERP because they feared stiff compe-
tition from increased imports while market traders did
not casily forget the brutal harassment by city officials
and confiscation of their wares in the early 1980s.

The rural population was the natural constituency
for the PNDC to cultivate for support of ERP. Casti-
gated as “backward,” this sector traditionally had been
marginalized or ignored by Ghana’s political elite.
Its fate worsened in the initial phases of the Rawlings
revolution, but after 1983 cocoa prices were increased,
rural roads were repaired, and electricity extended to
them. An attempt was made to give them a real voice
with the institution of the District Assemblies. But the
rural folks remained skeptical—justifiably so.

The PNDC made no effort to form peasant orga-
nizations. The People Defense Committees (PDCs),
which were supposed to do that, proved to be ineffec-
tive failures. Through their terroristic activities in 1983,
PDCis quickly earned the scorn of the rural population.
Many chiefs condemned the activities of the PDCs in
their areas. Rather unwisely, the regime tried to use
these same organizations to rally the peasants for a pro-
gram that the PDCs themselves had rejected earlier.

Nor did the PNDC establish the environment con-
ducive to investment. A well-functioning legal system
is crucial for the success of any economic adjustment
program. Both domestic and foreign investors needed
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to be assured that there would not be arbitrary gov-
ernment actions against business people. Such a legal
system establishes an environment that promotes busi-
ness confidence because it ensures that the economic
rights of individuals would not be capriciously vio-
lated and their commercial properties arbitrarily seized
without due process of law. Strangely, the PNDC made
no progress whatsoever in instituting real legal reform.
Its frosty contempt for the legal profession was well
known.

The absence of a well-functioning legal system and
the PNDC’s own policy blunders, reversals, and incon-
sistent rhetoric partly explain why the regime has had
extreme difficulty in persuading foreigners to invest in
Ghana in the 1980s. According to Goosie Tanoh, a
member of the NDC Reform Movement,

Even though President Rawlings is aware of the level of
corruption in the country and has spoken about it, the
mechanism that the government has put in place to fight
corruption is weak.

At a time when people are being told that the inter-
national economic environment does not favor Ghana,
that the problems of the Ghanaian economy does not
come from within, and people are being asked to tighten
their belts a little bit, we see others widening their belts.

If it becomes difficult for the NDC Reform Movement
to have changes we are calling for in the NDC Party,
we will form a new party to carry our messages across.”
(The African Observer, October 5-18, 1998; 5)

Elsewhere in Africa, the commitment to reform was
demonstrably weak. Nigeria’s privatization program
was implemented half-heartedly with little convic-
tion. Hamza Zayyad, chairman of the Technical
Committee on Privatization and Commerce (TCPC),
excoriated many state governments for “not doing
as much as they should to interest indigenes of their
areas in the privatization program. He disclosed that
some state governments were even refusing to air
advertisements concerning the scheme unless they
were paid in advance by the TCPC, adding that some
state governments were reluctant to grant loans to their
employees to enable them to participate in the pro-
gram” (West Africa, I'ebruary 19-25, 1990; 284). The
TCPG was established by an Armed Forces Ruling
Council (AFRC) Decree No. 25 of 1988, with a man-
date to privatize 127 state enterprises. Two years later,
only seventeen had been privatized. In January 1997,
privatization was nixed altogether when Nigeria’s mil-
itary rulers sought to defy what they perceived to be
Western free-market orthodoxy.
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Little progress was also made in Tanzania—Africa’s
last haven for state-owned enterprises. In 1985, Tanza-
nia was offering ideological asylum to 460 state enter-
prises—the largest collection of such “refugee” enter-
prises on the continent. Two years later, only three had
been privatized in spite of the Structural Adjustment
Program agreed to and signed with the IMF.

In the public arena, there was much talk but little
else. In July 1988, for example, the Tanzanian govern-
ment under Mwinyi licensed six private companies to
set up breweries. Here too, private sector participa-
tion was to be allowed to break the decades-old state
monopoly on breweries in a restructuring program.
But after some of the companies had conducted
feasibility studies and arranged financing, the industry
and trade minister suddenly abrogated the licenses,
claiming that the private breweries would falsify output
data and evade taxes.

In 1996, George Mbowe became the head of Tan-
zania’s commission to dismantle government-owned
entities. But Mbowe was the same man who played
a key role in the nationalization drive launched by
President Nyerere in the 1960s, under the failed social-
ist program of Ujamaa. Most industries were nation-
alized and agriculture collectivized. But within a
decade, more than half of the 330 state-run enterprises
were broke and many people were hungry. Was Mbowe
now convinced that Ujamaa was a failure and privat-
ization was the right policy? “I would not say Ujamaa
was a failure,” he offered. “It’s just that the government
spread itself too thin, building schools and roads” (T#e
Wall Street Journal, December 10, 1996; A6).

At the Pan-African Investment Summit on Pri-
vatization in Practice, Ishmael Yamson, chairman of
Unilever Ghana, dismissed the government’s privatiza-
tion program as “being too slowly implemented. The
divestment (privatization) program has already accrued
some financial benefit to government, but where has
the money gone?” (The African Observer, September
13-26, 1999; 18).

In many cases, public confidence in the program
was shattered by government dishonesty and tomfool-
ery. For example, “land grabbing has become a com-
mon phenomenon in Kenya. Under the guise of pri-
vatization, people close to the president, often, like him
from the Kalenjin ethnic group, are suddenly awarded
title deeds to state land, a school soccer pitch or a site
designated for a clinic (which happens to be a prime
development plot)” (The Economist, April 18, 1998; 42).
And believing that economic development occurs in a

vacuum, the government of Angola drew up a grandi-
ose Investment Code (Law 13/1988) to attract foreign
investors. Even the West Africa magazine was perplexed:

Why should the foreign investor put money into agricul-
ture, trade or manufacturing in war-torn Angola (or much
less Ethiopia, Mozambique, Somalia, Sudan or Uganda)
when a host of apparently stable, structurally adjusting
African countries (or better yet, Asian and now East-
ern European countries) offer opportunities in the same
sector and more?” (March 13 -19, 1989; 407)

In Benin, reformist Nicephore Soglo railed against
nepotism, lack of accountability, and transparency. Yet
he was perpetrating the same malpractice: “His wife,
a member of Parliament, is accused of political tin-
kering. His brother-in-law is minister of state, the
country’s second-most powerful position. One of his
sons is a special adviser. One of his brothers is an
ambassador. Even his bodyguards are said to be rela-
tives” (Washington Post, March 18, 1996; A11).

Hopeless inability of “reforming” African govern-
ments to control their own budgetary expenditures did
not help matters. For ten years, there was no audit of
public accounts in either The Gambia or Ghana. An
audit in 1994 revealed an embezzlement of 535,940
dalasis at the Ministry of Agriculture and misuse of 60
million dalasis by the Gambian Farmers’ Cooperative
Union. In Ghana, the 1993 Auditor-General’s Report
detailed a catalog of corrupt practices, administrative
ineptitude, and the squandering of over $200 million
in public funds. A September 27, 1994, audit in Nige-
ria revealed that a total of $12.4 billion—more than a
third of the country’s foreign debt—was squandered
by its military coconut-heads between 1988 and 1994.

“The Speaker of the Lagos State House of Assem-
bly, Dr. Olorunnimbe Mamora, revealed that the Lagos
government account since 1994 has not been audited”
(PM. News, July 26, 1999). The former minister of
finance, Dr. Kwesi Botchwey, himself admitted of cha-
otic public expenditure management with the treasury
and spending agencies operating at cross purposes
(Ghana Drum, January 1993; 14).

Politically insecure reforming governments—even
military ones—too easily capitulated to special elite
interests. The Manufacturing Association of Nigeria
opposed the closure of several inefficient industries and
even demanded greater protection from the Babangida
regime. Riots and demonstrations in 1988 prompted
that regime to raise the minimum wage, unfreeze wages
in the civil service, and remove the ban on civil service
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recruitment. The military was completely exempted
from budgetary cuts. In fact, Babangida showered the
officers of the armed forces with gifts of cars worth half
a billion naira.

His military successor, General Sani Abacha, main-
tained the controversial dual exchange rate system,
which allowed the government to buy foreign exchange
at a quarter of its market price and suspended mass
privatization of state-owned corporations. “Some say
General Abacha bowed to the lobbying of those who
gain from the phony exchange rate and the patronage
opportunities of state corporations” (The Economist, Jan-
uary 25, 1997; 41).

Elsewhere, top African government officials also
exempted themselves from cuts. In 1993, in Zimbabwe,
barely a month after Mugabe’s government stipulated
a 10 percent annual salary increase ceiling, top govern-
ment officials awarded themselves increases exceeding
50 percent. In Tanzania, senior government officials
and major politicians exempted themselves from taxes.
In 1993 there were over 2,000 such exemptions, costing
the treasury §113 million.

The Resistance to Reform

For a variety of reasons, African leaders have not been
willing to implement meaningful reform because they
are loath to relinquish control or power. They would
rather destroy their economies and countries than give
up power.

Most African despots have built a cult of personal-
ity around themselves with an air of invincibility and
infallibility. Their nation’s fortunes and destiny are very
much tied up with their personalities. Some of them get
this absurd notion that the country belongs to them—
and them alone. Witness their pictures on currencies
and in every nook and cranny in the country. Every
monument or building of some significance is named
after them. They love the self-adulation. Since accept-
ing reform of any kind is an admission of failure or fal-
libility, they would put up all sorts of arcane reasons to
block reform. The most famous was President Daniel
arap Moi’s assertion that it took the United States two
hundred years after its independence in 1776 to estab-
lish genuine democracy. So Kenyans who just gained
their independence in 1963 should not even dream of
asking for it.

Even when they did, African governments restruc-
tured not to save their economies but their regimes.
Further, restructuring proceeded in cycles: aborted
when the crisis abated and reinstated upon reemer-
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gence (Sudan, Equatorial Guinea, Zaire, Liberia). Even
during restructuring, measures were often implemented
perfunctorily without the conviction and the dedication
needed to carry them through. Nigeria, which adopted
SAP in 1986, suddenly abandoned its implementation
in 1993. In Zambia, President Chiluba, who began
“adjusting” the economy soon after his election in
1991, began to waver.

In Sierra Leone, President Momoh declared to Par-
liament on June 2, 1989, that austerity and self-sacri-
fice must prevail—but not for his government. Large,
uncontrollable expenditure items had rendered the
budget meaningless. “He explained that the govern-
ment had continued to fund its activities by printing
money, spending in excess of tax revenue, and borrow-
ing from the Central Bank, while the nation’s meagre
resources were used for imports that were irrelevant to
the needs of the economy” (West Africa, June 12-18,
1989; 958).

Others might accept reform but willfully sabotage
or undermine it to prove that the plan advocated by the
World Bank would not work. For instance, President
Moi predicted that if Kenya established multiparty
democracy, it would degenerate into tribal rivalry and
strife. Indeed, after 1991, when Moi bowed to external
donors and instituted multiparty “democracy,” more
than 1,500 Kenyans were killed—mostly Kikuyus
but also Luos and Luhyas—and 300,000 displaced in
cthnic clashes. Said Nairobi lawyer Gitobu Imanyara,
“We have a President who is determined to fulfill his
prophecy that the country is not cohesive enough for
multiparty democracy. His desire is to prove that he is
right, even if it means destroying Kenya as a country”
(The Atlantic Monthly, February 1996; 32).

Second, state controls allowed African leaders
to extract resources which are used to build personal
fortunes and to dispense as patronage to buy polit-
ical support. Occupying the presidency is a lucra-
tive business. Abacha, Eyadema, Mobutu, Moi, and
the other kleptocrats amassed legendary per-
sonal fortunes. “Abacha, the late head of state of
Nigeria, increasingly monopolized the oil trade him-
self,” said John Bearman, a London-based oil industry
analyst. “There’s no deal that does not go through
the presidential villa™ (Washington Post, June 9, 1998;
A19). Their business empires will collapse if economic
reform stripped them of state controls. Economic liber-
alization could also undermine their ability to maintain
their political support base and, thus, prove suicidal.
Thus, they profited from their own mismanagement of
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the economy. A case in point was that of the late Gen-
eral Sani Abacha of Nigeria.

In 1996 and 1997, more than $2 billion was diverted
from the country’s four state-owned oil refineries
by corrupt Finance and Oil ministers, leading to the
collapse of the refineries for lack of repairs. An artifi-
cial fuel shortage was thus created, forcing Nigeria to
import refined fuels such as gasoline. But almost imme-
diately, the ruling elites saw a profitable opportunity
and grabbed that trade too, skimming off a percentage.
“The government subsidizes the sale price of gasoline
and other fuels, but Abacha loyalists among the offi-
cer corps and civil service divert much of the available
supply to sell on the black market or to neighboring
countries” (ibid.).

The institution of “government” became so cor-
rupted that what came to exist in many African coun-
tries was a pirate or gangster state—a “government”
hijacked by a phalanx of crooks who used the instru-
ments of the state to “develop” their own pockets.
Severin Tchounkeu, publisher of the independent
French-language newspaper in Cameroon, described
his government as “a giant organized-crime bazaar”
(The Washington Times, November 5, 1998; Al9).
When President Jose Eduardo dos Santos marked
his fifty-eighth birthday on August 28, 1999, by rais-
ing his champagne glass to make a toast to “the fight
against poverty and misery,” the Roman Catholic
Church in Angola reminded him that: “To notch up
foreign bank accounts at the cost of hunger, suffering,
blood and death of others is a repugnant infamy” (7#e
LEconomust, September 4, 1999; 48).

The British environmental group Iriends of the
Earth said, “Millions of dollars in overseas aid—going
to Ghana’s timber sector—had been diverted by local
and foreign logging firms which got development aid
from the British Overseas Development Administra-
tion and the World Bank™ (The African Letter, March
16-31, 1992; 1). There were cases in Zimbabwe and
Uganda showing how crooked African governments
hide extra-budgetary expenditures from the prying eyes
of the World Bank and the IMFE.

After a long wrangle over government spending,
Zimbabwe was awarded a $193 million loan by the
IMF in August 1999. Zimbabwe had maintained to
the Fund that it was spending only $3 million a month
on keeping troops in Congo to support the Congolese
government. But on October 4, the Financial Times
reported that an internal memo from the finance
ministry showed that the real budget for the Congo

operation was getting on for ten times as much: $166
million between January and June. “In response,
Zimbabwe’s Finance Minister, Herbert Murerwa, said
he had satisfied the IMF over the discrepancy. Oh no
you haven’t, said the IMF soon afterwards and asked
for clarification” (The Economist, October 9, 1999; 52).

In early September, a senior Ugandan policeman
appeared before a commission of inquiry into police
corruption in Uganda. He explained that he could
not account for a large chunk of the money allocated
to the police because such payments were regularly
passed on to the Ministry of Defense. “The commis-
sion summoned the head civil servant at the defense
ministry, who promptly corroborated the story, saying
the defense ministry disperses its expenditure among
other ministries, because the government does not want
trouble from aid donors who insist on limits to military
spending” (7 he Economist, October 9, 1999; 52).

Fed up, Chief Bright Nalubamba of the Ila people
of Namwala of Zambia urged his villagers to exercise
their citizen’s right to arrest MMD leaders when they
visit their villages to campaign:

“How can we allow these MMD crooks to come to our
villages to ask for more years to complete their destruc-
tion of our mother Zambia?" Chief Nalubamba asked.
“How can | lend my support to state-propelled hoo-
liganism, vandalism, corruption and scandals?” Chief
Nalubamba asked Zambians to effect citizen’s arrest,
manhandle and cage all MMD "big corrupt thieves” into
places designed for crooks and dangerous national law
breakers because the police had failed to arrest them.
“All of them must be placed under wanted list by the
people as the police have failed the nation lamentably,”
he said. (The Post [Lusaka], May 29, 2001)

The third reason is fear. Many of Africa’s heads of
state have their hands so steeped in blood and pockets
so full of booty that they are afraid all their past gory
misdeeds will be exposed if they step down. So they
cling to power at all cost, regardless of consequences.

Another source of resistance comes from the syco-
phants and supporters, often drawn from the leaders’
own tribes. Ethnicity adds an even more dangerous
element to the democratic reform issue. It casts the
issue into tribal rivalry: one tribe, fearing that it may
lose its dominant position in government, may oppose
multiparty democracy, while the other excluded tribes
may resort to violence to dislodge the ruling tribe
from power. In Rwanda, “Habyarimana’s embrace of
reform was conspicuously half-hearted, a capitulation
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to foreign coercion. It was universally understood that
the northwesterners, who depended on his power and
on whom his power increasingly depended, would not
readily surrender their percentage. While Habyari-
mana spoke publicly of a political opening, the akazu
(the inner mafia-like core) tightened its grip on the
machinery of the state” (Gourevitch 1998, 82).

Other supporters are simply bought: soldiers, with
fat paychecks and perks; urban workers with cheap
rice and sardines; students with free tuition and hefty
allowances; and intellectuals, opposition leaders, and
lawyers, with big government posts and Mercedes
Benzes. In Nigeria, “Defense and police budgets enjoy
the largest slice of the national cake (and even so the
figures are understated, since the military imports are
paid for with dollars bought cheaply at the government
exchange rates)” (The Economust, January 25, 1997;
41). Thus, even when the head of state contemplated
stepping down, his supporters and lackeys fiercely
resisted any cutbacks in government largesse or any
attempt to open up the political system.

The final potent source of resistance came from the
elites: high government officials, intellectuals, lecturers,
teachers, editors, and civil servants. “There were num-
erous strikes against proposed sell-offs of state
enterprises as unions feared loss of jobs or reduced
benefits. Student activists, academics and others con-
demned both the theory and practice of privatization”
(UN Recovery, April 2000; 8). This class benefited
immensely from government subsidies and controls.
They had access to free government housing and
medical care and government loans for the purchase
of cars, refrigerators, and even their own funerals.
They too would resist any cutbacks of such govern-
ment largesse. In Guinea, “Progress [on reform]| was
slow because civil servants and others with a stake in
the past sought to preserve it. Dissatisfaction produced
a series of coups, one in February 1996, when a group
of soldiers dissatisfied about going without pay join-
ed forces with others in the military who sought
General Conte’s ouster” (The Washington Times, October
17, 1996; A19).

In Zambia, resistance to reform came from within
ex-President Chiluba’s own circle. Some clamored for
the continued influence of state spending and patron-
age. For example, said Mundia Sikatana, a Chiluba
adviser and a founder of the Movement for Multiparty
Democracy, the government continued to provide
vehicles and fuel to hundreds of civil servants. The
government, he said, “cannot abandon the old hab-
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its. The structural adjustment program is not doing
enough” (Washington Post, September 12, 1995; A12).

Other members of the elite class opposed economic
liberalization on purely ideological grounds. Africa’s
intellectual community has a deep-seated aversion to
capitalism or free markets. This attitude is a throwback
from colonial days, when capitalism and colonialism
were confused. The involvement of the World Bank,
generally castigated by African intellectuals as a “neo-
colonial institution,” did not help matters.

To skirt elite opposition, African governments opted
for politically safe budget cuts: education, health care,
and road maintenance. Sub-Saharan African govern-
ments cut spending on education by more than 50
percent in the 1980s. Guinea, Malawi, Tanzania,
Zambia, and Senegal slashed education budgets by
18-25 percent during the late 1980s. Real per capita
spending on health dropped below the 1980 level in
over half of Sub-Saharan African countries. Critics
said those countries opted for politically safe budget
cuts rather than slicing into their militaries or other
bureaucracies. “They cut places like education because
they knew the people wouldn’t howl about that,” said
G. K. Ikiara, an economics professor at the Univer-
sity of Nairobi (Washington Post, July 23, 1995; A23). In
Zimbabwe, for example, “President Robert Mugabe
slashed spending on health care and education, while
spending $3 million a day on the 11,000 troops he had
sent to the Congo” (Washington Post, May 5, 2000; A23).

There is some chicanery involved here. African
governments constantly lamented that SAP “hurt the
poor.” Of course, SAP would do so when these gov-
ernments exempted the elites and shifted the burden
of adjustment disproportionately onto the rural poor,
especially women and children.

Worse, the cuts on social services and infrastructure
undermined the success of SAP. Roads, schools, and
telecommunications systems fell apart. Rates of infant
and child mortality, child malnutrition, primary school
dropout rates, illiteracy, and non-immunization all
increased. The number of teachers declined as salaries
failed to keep pace with inflation. Zimbabwe experi-
enced a mass exodus of doctors (estimated at about
1,400) to neighboring Botswana and South Africa.
Communicable diseases such as yellow fever, malaria,
and cholera reappeared with a vengeance.

To compound the problem, “politically safe” budget
cuts were not enough to reduce budget deficits. With
revenue collection systems a shambles, cash-strapped
African governments resorted to printing money,
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which fueled inflation and provoked demands for
wage increases. Between 1986 and 1991, Ghana’s
money supply increased at an astonishing average
rate of 43 percent. That in itself created more problems
as civil servants, teachers, doctors, and others, unable
to cope with the rising cost of living, had to “invent”
ways of living.

In Cameroon, the average civil servant’s salary—
with the exception of the military and police—was
slashed by 70 percent. Wages of doctors, teachers, and
engineers were cut to 100 francs a month (or $1.33). So,

Teachers organized private classes. Doctors set up pri-
vate clinics. In public hospitals, the health minister Lobe
Monekosso conceded that only patients who paid
“motivation fees” were attended to quickly. Even jour-
nalists working for the state-owned Cameroon Tribune
newspaper, as well as the electronic media, refused
to cover an event unless they offered kickbacks, known
in media circles as “gombo.” In return for huge sums
of money, often as much as 800,000 Cameroon francs,
school authorities admitted unqualified candidates
from a vast army of the unemployed. The result was a
dramatic drop in the standard of education. The same
story applied to Cameroon’s medical school, the CUSS,
where one million francs could make you a medical
doctor overnight. (West Africa, March 13-19, 2000; 17)

In sum, most African leaders lacked the compe-
tence and credibility to institute real reform. Nor were
they interested in it. They implemented only the bare
minimum cosmetic reforms that ensured continued
flow of Western aid. Africans derided this posturing,
tricks, and acrobatics as “Babangida Boogie”: one step
forward, three steps back, a sidekick, and a flip to land
on a fat Swiss bank account. All much ado about noth-
ing: “One day Nigeria’s Finance Minister, Anthony
Ani, talks of mass privatization. The next day priva-
tization is merely an option to be considered by
some government committee. Lagos businessmen are
appalled. ‘Just as we were beginning to move forward,
this will set us back years,” says a merchant banker”
(The Economust, January 25, 1997; 41).

More scandalous perhaps was the ready supply
of Western dance partners. The Kenyan version of this
ritual dance, the Mol massamba, was well described
by The Economist (August 19, 1993): “Over the past few
years, Kenya has performed a curious mating ritual
with its aid donors. The steps are: One, Kenya wins
its yearly pledges of foreign aid. Two, the govern-
ment begins to mishehave, backtracking on economic
reform and behaving in an authoritarian manner.

Three, a new meeting of donor countries looms with
exasperated foreign governments preparing their sharp
rebukes. Four, Kenya pulls a placatory rabbit out of the
hat. Five, the donors are mollified and aid is pledged.
The whole dance then starts again” (p. 37). “Kenya’s
government knows precisely when it can resist donors’
demands, when to use charm, when to cry ‘neocolo-
nialism’ and when to make promises of reform—prom-
ises it will break when the new loans are obtained and
the donors backs are turned” (The Economist, October
9, 1999; 52).

Thus, the democratization process, which gained
momentum after the collapse of communism in 1989,
was stalled by political chicanery and strong-arm tac-
tics. In 1990, only four of the fifty-three African coun-
tries were democratic. This tiny number grew to sixteen
in 1995 and remained stuck there: Botswana, Benin,
Cape Verde Islands, Central African Republic, Kenya,
Madagascar, Malawi, Mali, Mauritius, Namibia, Nige-
ria, Sao Tome and Principe, Senegal, Seychelles, South
Africa, and Zambia. The two new countries born after
1990 were Eritrea and South Sudan.

By 2014, reform was practically dead. Fewer than
five of the fifty-five African countries were economic
success stories—Benin, Botswana, Mauritius, and
Rwanda. And the number of democracies had dropped
to fourteen: Botswana, Benin, Cape Verde Islands,
Kenya, Malawi, Mauritius, Mozambique, Namibia,
Nigeria, Sao Tome and Principe, Senegal, Seychelles,
South Africa, and Zambia. At that rate—from four
in 1990 to fourteen in 2014—it would take Africa
more than a century to become fully democratic. That
same year, however, the following ten African countries
were adjudged to be least corrupt by Transparency
International, a Berlin-based global monitoring group:
Botswana, Cape Verde, Seychelles, Mauritius, Lesotho,
Namibia, Rwanda, Ghana, South Africa, and Senegal,

Failure of Economic Reform

Structural adjustment or economic reform failed in
Africa, not so much because it was sponsored by the
World Bank, but because African despots were not
interested in reforming their abominable political and
economic systems, as that would entail a diminution of
their power and the erosion of the patronage system
they employed to keep their political base. To them,
economic reform was tantamount to suicide. Unfortu-
nately, that was a myopic way of looking at the situation
because, in the long run, failure to reform was far more
costly and deadly. Countries that did not reform even-

155



APPLIED ECONOMICS FOR AFRICA

tually imploded: Liberia (1990); Somalia (1993);
Rwanda (1994), Burundi (1996), Zaire (1998); Sierra
Leone (1998); Guinea (1999), Madagascar (2003);
Ivory Coast (2005 and 2010); Libya (2011); Egypt
(2011); and Central African Republic (2015). Schwab
(2001) warned:

Unless something truly fundamental is done to promote
democracy, the previous 10 years will have been merely
a harbinger of the decade just begun, a destiny that
may well encompass a continuing series of coups, coun-
tercoups, wars, ethnic explosions, and an elephantine
number of AIDS fatalities. States will most probably con-
tinue to crumple until the political leadership of African
countries come to value the long-term betterment of their
populations over their own personal and political inter-
ests. (p. 167)

Increasingly, more and more of the leaders’ tradi-
tional allies started turning against them. At a press
conference in London in April 2000, former UN
Secretary-General Kofi Annan lambasted African
leaders whom he said had subverted democracy and
lined their pockets with public funds, although he
stopped short of naming names. “Billions of dollars
of public funds continue to be stashed away by
some African leaders—even while roads are crumb-
ling, health systems have failed, school children have
neither books nor desks nor teachers, and phones do
not work,” he complained (7%e Afiican-American Observer,
April 25-May 1, 2000; 10). And “Former South
African president Nelson Mandela urged Africans to
take up arms and overthrow corrupt leaders who have
accumulated vast personal fortunes while children
have gone hungry. He urged the public to pick up rifles
to defeat the tyrants” (Washinglton Post, May 7, 2000;
A22). The tragedy is, since African despots insist on
repeating their own inane mistakes, more countries will
implode.

In September 2010, this author was invited to a
confab organized by the IME The purpose was to
gather experts, scholars, and policymakers together
and brainstorm on how best to help African countries
achieve the Millennium Development Goals (MDGs).
I told the audience that it was a noble effort to help
Africa but for many countries it was coming a bit too
late and that the following countries were teetering on
the brink of implosion: Algeria, Burkina Faso, Cam-
eroon, Central African Republic, Chad, Congo (Braz-
zaville), Egypt, Equatorial Guinea, Ethiopia, Eritrea,
Libya, Sudan, Uganda, and Zimbabwe. It was mag-
nanimous of the IMF to speak of helping fragile and
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collapsed states but prevention was better than cure.

Barely three months later, in December 2010, an
unemployed university graduate called Mohammed
Boazizi tried to earn a living by selling vegetables in
a fruit cart in Tunisia. A policewoman demanded to
see his license and since he did not have one, she con-
fiscated his cart. When he protested, the policewoman
spat in his face. Mohammed went to the minister of
interior to complain but the door was slammed in his
face. Thereupon he doused himself with gasoline and
set himself ablaze. That self-immolation led to street
protests that drove long-term dictator Ben Ali from
power into exile and the revolution spread to other
Arab countries—Algeria, Bahrain, Egypt, Libya, Saudi
Arabia, and Syria. Ivory Coast imploded in 2010.
Hosni Mubarak was driven out of office in Egypt in
January 2011. Gaddafi was also driven out of office
and killed in October 2011. In 2013, the Central
African Republic descended into chaos and carnage.
Inevitably, more African countries will suffer the same
fate if the leadership adamantly refuses to implement
real reform.

In July 2015, the UN proposed a list of Sustainable
Development Goals (SDGs) that were supposed to set
out how to improve the lives of the poor in emerging
countries and how to steer money and government
policy toward areas where they can do the most good.
But the efforts of the SDG drafting committees are so
sprawling and misconceived that the entire enterprise
is being set up to fail. The Economist even dismisses the
SDGs as “worse than useless” and says,

The SDGs are the successors to the development targets
that governments around the world signed up to in 2000
and promised to reach by 2015. There are eight of these
so-called Millennium Development Goals (MDGs) with
21 sub-targets, from educating girls to cutting maternal
mortality. . . . The developing countries and Western aid
agencies drawing up the SDGs, which would set targets
for 2030, love the MDGs and want more—148 more.
At the moment there are 169 proposed targets, grouped
into 17 goals. These are ambitions on a Biblical scale, and
not in a good way. . . . Developing countries seem to think
that the more goals there are, the more aid money they will
receive. They are wrong. The SDGs are unfeasibly expen-
sive. Meeting them would cost $2-3 trillion a year of
public and private money over 15 years. That is roughly
15% of annual global savings, or 4% of world GDP. At the
moment, Western governments promise to provide 0.7%
of GDP in aid, and in fact stump up only about a third
of that. Planning to spend many times the amount that
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countries fail to give today is pure fantasy. (The Economist
March 26, 2015; 14).

The Entry of China—
“Chopsticks Mercantilism”

In the new millennium, African economies were sput-
tering. Africa’s infrastructure was a shambles; it had
collapsed after decades of abject neglect and destruc-
tion from senseless civil wars. A substantial investment
was needed to rebuild this infrastructure. A 2000 World
Bank Report noted that “the poor state of infrastruc-
ture in Sub-Saharan Africa—its electricity, water,
roads and information and communications technol-
ogy (ICT)—cuts national economic growth by two
percentage points every year and reduces productivity
by as much as 40 percent.” To close the infrastructure
gap, annual spending of $93 billion would be required.

Africa, however, has natural resources, which China
needed to feed the voracious appetite of its economic
machine galloping at a dizzying 9 percent clip. Con-
sequently, China was frantically trolling for resources
in Africa and elsewhere. It wooed African leaders with
euphonious verbiage and diplomatic platitudes about
“equal terms” and lofty promises of foreign aid with-
out conditions. It declared 2006 the “Year for Africa”
and convened an Africa Conference in Beijjing in
October. African leaders had been miffed at the West’s
insistence on conditionalities for its aid. Operating
on the fallacious notion that “the enemy of my enemy
1s my friend,” forty African heads of state trekked to the
conference and threw themselves at the feet of China
and began signing a blizzard of deals. Africa needed
to rebuild its infrastructure; China needed resources.
“Infrastructure-for-resources” deals or exchanges
should be a win-win for both. But it did not turn out
that way. The “infrastructure-for-resources” deals were
a scam.

The “infrastructure-for-resources” deals China was
signing with Africa were different from the more whole-
some “commodity-backed loans” China was offering
Latin America. Here is how the two work.

Commodity-Backed Loans

Suppose China gave Brazil a $3 billion loan at 10
percent compound for five years, backed with the
country’s oil production. Total payment after the five
years would amount to $4.83 billion. Equal monthly
repayments would come to $805,166. Each month,
Brazil exports 8,000 barrels of oil to China. If the
spot market price for oil is $110 per barrel, the value

of the oil export is $880,000, which China places
in Brazil’s account. Then China subtracts $805,166
as loan repayment. This leaves $74,834 in the account
for Brazil. The loan is not tied to anything and Brazil
can use it as it sees fit. It is a win-win for both countries.

“Infrastructure-for-Resources” Deals

The “infrastructure-for-resources” deals China was
offering Africa were akin to the infamous “suppli-
ers’ credit” schemes used to fleece Ghana in the late
1960s. Under that scheme, a contractor for a project
in Ghana did his own feasibility study, estimated the
cost of the project and arranged for the financing him-
self. Obviously, the contractor won’t reject his own
project based upon his own feasibility study; nor did
he have any incentive to reduce costs by seeking the
cheapest sources of materials or finance.

Supplier’s Credit

Supplier’s credit was the main financing vehicle used to
establish State Enterprises (SEs). In the 1960s, Ghana
established more than 240 such SEs with foreign loans.
These SEs were supposed to earn or save Ghana the
foreign exchange needed to service or pay back the
loan. Instead, they racked up losses upon losses and
even used up more foreign exchange to compound
the debt crisis. Considerable evidence exists to suggest
that many foreign loans were contracted under rather
dubious and corrupt circumstances.

To finance his industrialization drive, Ghana’s first
president, Dr. Kwame Nkrumah, borrowed heavily
from abroad under supplier’s credit arrangement. In
this scheme, a fast-talking equipment peddler would
sell Ghana equipment over a period of time—gener-
ally four to six years. The peddler then would obtain
credit from private banks and have it guaranteed by his
own country’s governmental export credit insurance
organization. After this arrangement, future dealings
would be between Ghana and the export credit orga-
nization; not with the peddler. He was paid and gone.

The characteristic feature of the supplier’s credit
arrangement was that it was a completely closed
deal. The equipment dealer prepared the feasibility
study—in those cases where they were prepared at all.
He chose the technology, determined the size of the
plant and, of course, the source and nature of the equip-
ment, and arranged for financing, If technical advice
was needed, he provided that too. When the project
was completed, he provided the managers to operate
the plant. There was hardly any input by Ghana.
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The tragic thing was that it was a foreign supplier
who knew so much about the Ghanaian economy, and
the type of technology and factories Ghana needed,
that the government bought his ideas in toto. Naturally,
the potential for graft and fraud in this scheme was
enormous.

Indeed, a “prototype” would have an interest rate of
5.5 percent, but this was at a flat rate; that is, payable
not on the diminishing balance but on the original loan
which effectively raised the actual interest charges to
almost 9 percent. Further, the quality of goods supplied
was often sub-standard.

Under supplier’s credit arrangements, Ghana
bought, in many cases, obsolete equipment at inflated
prices, contracted a huge foreign debt between 1961
and 1966, and engaged in massive bribe-taking. Here
are some examples taken from Killick (1978, 178):

® The expensive three Ilyushin jets Ghana bought
from the Soviet Union, at a time when Ghana
Airways was having difficulty filling its planes,
turned out to be old jets that had been repainted.

® The British firm, Parkinson—Howard, sold Ghana
a huge dry dock which lay idle for nine years after
it was commissioned in 1969.

® The German “equipment monger,” Stahlunion,
built a sheet glass plant with a capacity of nearly
three times the size of the local market. The plant
was never brought into operation and later had
to be converted at an extra cost of 2.5 million cedis
for bottle making. When that was completed too,
the same government imported large quantities
of bottles from Czechoslovakia and China to make
it difficult for the factory to sell its bottles.

® A parliamentary report suspected that the plant
that supplied Ghana’s Vegetable Oil Mills “was
of pre-war manufacture and had been lying idle
for more than 30 years before being shipped to
Ghana” (Public Accounts Gommittee, 1965; 9).

® A Ghana government investigation (Apaloo
Commission, 1967) reported Parkinson—Howard,
which built the Accra—Tema Motorway; Tema
Harbor extension; the dry docks and steelworks,
paid a total of $680,000 in bribes between 1958
and 1963 in three installments to certain ministers.
In most cases, the bribes were 5 to 10 percent
of the value of the contract.

In 1959, only six investment projects were financed
through supplier’s credit, of which three were payable
in less than seven years. The number of supplier’s
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credit projects rose to nineteen in 1961, twenty-five in
1962, and fifty-five in 1963—two-thirds of the latter
were to be paid in five years or less. By the end of 1965,
signed supplier’s credit contracts amounted to 210,
and of those, 137 (65 percent) of them were payable
within five years or less; only twenty-three (11 percent)
were payable in ten years or more. The total value of
signed contracts reached $858 million, coming due
at the rate of $100 million a year (one-third of the
value of Ghana’s exports) in 1964-65, and 83 percent
of the payments were in foreign exchange. In 196465,
100 percent of Ghana’s total debt repayments were
virtually on supplier’s credit.

Much of the supplier’s credit went to the govern-
ment (about 86 percent) to set up state enterprises or
import substituting industries to save the country for-
eign exchange. But since most of the investment proj-
ects were il conceived, hastily drawn up, and with
no feasibility studies, they could not save any foreign
exchange. In fact, most of them used up more foreign
exchange than they saved. The performance of these
SEs was nothing short of scandalous. As Mr. E. A. Sai,
secretary of Ghana’s Committee of Secretaries, com-
plained:

Apart from a few success stories in the management
of public enterprises in Africa, such as in the Kenya Tea
Development Authority, Botswana’s Meat Commission,
Tanzania's Electricity Company, The Guma Valley Water
Company of Sierra Leone and Ghana’s Volta River Auth-
ority, the record of state enterprises had been poor.
(West Africa, May 16, 1988; 897)

On December 11, 1978, a committee was set to in-
vestigate some of these supplier’s credit agreements
under the chairmanship of Justice A. N. E. Amissah,
a retired appeals court judge. In July 1979, a Govern-
ment White Paper on “The Report of the Committee
of Enquiry (External Loans)” was issued. The commit-
tee found many of the deals to be fraudulent and rec-
ommended their abrogation. Among them were a $15
million credit from Italian supplier Mediex, signed in
1978; a 40 million deustch marks credit from a Ger-
man supplier, Universal Handels Gesellschaft, signed
on May 27, 1978; a 800,000 Swiss franc deal with the
Swiss supplier Phoenix Finance International; and the
loan offer of $1 billion from President Gafoor, head
of state of some obscure island nation.

The committee singled out two individuals for severe
censure on account of their reprehensible conduct:

General I. K. Acheampong and Dr. A. K. Appiah:
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Government accepts the finding of the Committee that
the conduct of General Acheampong (the former head of
state) in applying pressure on his subordinates to conclude
agreements which they would not, left to their better
judgment, have concluded has given rise to the gravest
suspicions of his motives and was, in any case, improper.
In the Phoenix case, it amounted to willful misconduct,
which he knew, or which any reasonable person in the
circumstances would have known, was highly prejudicial
to the interests of Ghana. Government also accepts the
finding that General Acheampong and Dr. Appiah con-
ducted the negotiations in the President Gafoor billion
dollar loan offer in a manner that also showed that each
knew or ought, as reasonable persons, to have known
was highly prejudicial to the interests of the State.
Government notes, in this connection that by virtue of
the findings above, the two persons had been caught
fully by section 1 (i) (e) of S.M.C.D. 224, Elections and
Public Office (Disqualification) Decree, 1979, which
provides that any person who

“(e) willfully acted in a manner which he knew or which
a reasonable person in his position having regard to all
the circumstances, ought to have known to be prejudicial
to the interests of the State,” is disqualified from hold-
ing public office in Ghana.

Government has accordingly decided that the pro-
visions of the S.M.C.D. 224 should be applied to Gen.
I. K. Acheampong and Dr. A. K. Appiah.

“Infrastructure-for-Resources” Deals

The deals Africa was signing with China were such
genre. With the “infrastructure-for-resources” deals,
some shady Chinese middlemen or syndicates under-
took feasibility studies and estimated the cost of the
infrastructure project. They then sought financing from
China’s EX-IM bank. For repayment, they demanded
a quantum of resources to be shipped to China.

As set up, there was every incentive to inflate the
cost and make the deal as “gargantuan” as possible.
The higher the cost estimate, the larger the loan. The
larger the loan, the greater the quantum of resources
that had to be shipped to China for repayment. A high
cost estimate obviously benefited the Chinese com-
pany that would undertake the construction as that
translated into huge profits. The more gargantuan the
loan, the more swollen-headed the African head of
state, who stood to extract much political mileage from
it. (For example, China offered ex-president Captain
Moussa Dadis Camara, of Guinea, a $7 billion “infra-
structure-for-resources” deal in 2009. Guinea’s GNP

was only §4.5 billion. Throughout its history, no entity
had given Guinea a loan as huge as that—and even
one that exceeded its GNP. Not even the World Bank
came close.) Furthermore, the bigger the loan, the
greater the resources that had to be shipped for repay-
ment. The large cost estimate benefitted a Chinese
company; a huge quantum of resources shipped for
repayment benefitted China. What did the recipient
African nation get in return? Infrastructure at grossly
inflated cost that might or might not be delivered, and
some political PR mileage. And if the African govern-
ment wavered, the Chinese might build a presidential
palace or a sports stadium as “gifts from China.”

It is essentially a “closed shop” deal, shrouded in
secrecy, and signed with mostly autocratic regimes. It
was opaque; there was no open and competitive bid-
ding. It was all stacked in China’s favor. When approved,
it was a Chinese company that would undertake infra-
structure projects with its own materials and workers,
generating scant employment opportunities for locals.
And there was no protection against cost overruns. A
year or so later, the Chinese company could jack up the
cost estimate, saying it erred in its initial calculation.

Case Studies
A 323 Billion Deal for Nigeria

A typical deal was the $23 billion deal China signed
with Nigeria—an oil-producing country that does not
produce enough refined petroleum products for its
own people and must import 85 percent of needed
petroleum products. China would build three refiner-
ies with a combined capacity of 750,000 barrels a day
that exceeded the domestic demand of some 450,000
b/d. In exchange, China wanted to grab one-sixth of
Nigeria’s 36 billion barrels of oil reserves (Financial
Times, May 15, 2010; http://on.ft.com/wkh4vn).

The first problem was overcharging Nigeria. The
price tag of $8 billion for a refinery with the capacity
of 250,000 b/d was simply outrageous as compared to
these prices:

® [n October 2002, President Obasanjo laid the
foundation stone of the $1.5 billion Tonwei Refin-
ery in Bayelsa State. The Tonwei Refinery would
have an initial capacity of 100,000 b/d but it could
be expanded to 200,000 b/d.

® In Egypt, China was to build a $2 billion refinery
that would be the largest such plant in the Arab
nation and Africa. The capacity of the refinery
would annually amount to 15 million tons or 105

million barrels of oil or 287,671 b/d.
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® In Chad, the Djarmaya refinery built by the
Chinese cost $60 million with a capacity of 20,000
b/d. Twelve of these mills would have a capacity
of 240,000 b/d—about the same capacity as a
refinery China was building in Nigeria. But the
price tag of the twelve refineries would be $720
million—not $8 billion!

China’s demand of one-sixth of Nigeria’s 36 billion
oil reserves at the then oil price of $107 a barrel yield-
ed $642 billion—which was what China was demand-
ing for a $23 billion infrastructure project.

A 33 Billion Deal for Ghana

China offered Ghana a $3 billion loan on barter terms.
The loan was to be used to rehabilitate portions of
Ghana’s dilapidated railway system, build infrastruc-
ture to capture gas that would otherwise be flared from
oil production, and reconstruct roads. In exchange for
the loan, China demanded a daily supply of Ghana
crude of 13,000 barrels—the entire portion of the
government of Ghana’s share in Jubilee Oilfields—
for the next fifteen and half years! The ruling NDC
government, which had a majority in Parliament,
agreed to sign the deal (Daily Guide, February 29, 2012;
http://dailyguideafrica.com).

A few strokes on a cheap calculator would reveal
that over the fifteen-and-half-year period, 74 million
barrels of oil would be shipped to China. The value at
the then price of crude oil of $110 per barrel in 2010
worked out to be $8.1 billion. Nice repayment for a
loan of $3 billion. Even if the price of oil were to fall
to $60 a barrel, China would still rake in $4.4 billion.

In these “sweet and sour” deals (sweet for China
but sour for Africa), there were additional sweeteners.
Infrastructure construction and rehabilitation would
be undertaken by Chinese firms, which would bring in
their own workers and materials. Additionally in the
case of Ghana, they also had the first right of refusal
to purchase any gas that was captured by the gas infra-
structure they were building;

Lack of Transparency, Corruption,
Non-Performance, and Other Problems

Generally, deals, signed with mostly autocratic Afri-
can governments, were not transparent and were
secured through secrecy, bribery, kickbacks, building a
presidential palace for Sudan’s despot, donating the
blue tiles that adorn Robert Mugabe’s £7m palace
in Harare, a large Namibian presidetial palace in Wind-
hoek, and sports stadiums in DR Congo and Guinea.
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In July 2008, there was an outcry over the China—
Niger oil deal. Civil rights groups called for a parliamen-
tary inquiry into the $5 billion (£2.5 billion) contract
and for scrutiny of how funds were to be spent. China’s
state oil company was given oil exploration rights in
Niger in June. “A mining union in Niger said the deal
with China took place in the greatest of secrecy and
with contempt for regulation” (BBC, July 31, 2008). In
November 2011, Niger vowed to commission an audit
of the Soraz oil refinery being built by Chinese oil com-
pany GNCP, with a capacity of 20,000 barrels per day,
after the price tag rose to $980 million from $600 mil-
lion (Reuters, November 24, 2011). It may be noted that
the same refinery with the same capacity built by China
in Chad cost only $60 million (AFP, January 20, 2012).

In July 2009, Namibian prosecutors began investi-
gating allegations of bribery kickbacks on government
contracts with China. One involved a contract to sup-
ply Namibia with scanners at security checkpoints. The
Beijing-based Nuctech Companies Limited that makes
the scanners was headed until 2008 by the son of Hu
Jintao, then China’s president. Nuctech was accused
of having paid $4.2 million in kickbacks to a Namib-
ian front company (7he New York Times, July 31, 2009;
A4). Another investigation involved a Chinese contract
to build a key railroad link as prosecutors burrowed
through a web of corruption on deals with China.

In Angola, the Chinese Syndicate, Queensway, set
up a joint venture with the government, called China
Sonangol. The deal signed in 2005 gave the company
the right to export Angolan oil and act as a middle-
man between Sonangol and Sinopec, one of China’s
major oil companies. The terms under which China
Sonangol buys oil from Angola were not made public.
The syndicate secured the oil from the Angolan state
at a low price that was fixed in 2005 and sold it on to
China at prevailing market prices. The price at which
the contract was fixed is confidential, but it was $55 a
barrel in 2005; in 2010 it was trading above $110. The
syndicate then raked in billions of dollars. The Ango-
lan president’s son served as director of China Sonan-
gol. According to the IMI and the World Bank, billions
of dollars have disappeared from Sonangol’s accounts.
A 2011 report commissioned by the United Nations
Development Fund said that “between 1990 and 2008,
$34 billion disappeared from Angola’s public coffers”
(The Wall Street Journal, October 15-16, 2011; A10).

In return for Angolan oil, the syndicate promised to
build infrastructure, including low-cost housing, public
water-mains, hydroelectric plants, cross-country roads
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and railways. In 2006, the head of the external intel-
ligence service, General Fernando Miala, alleged that
$2 billion of Chinese money intended for infrastruc-
ture projects had disappeared (The Economist, August
13, 2011). The general was swiftly sacked, tried, and
imprisoned. Some housing and railway lines and other
projects were at first financed by the syndicate. Then
in 2007, the syndicate stopped paying bills for more
than eight months. All work stopped, 2,000 Angolan
day laborers were fired on the Benguela railway proj-
ect. This forced the government to issue treasury bonds
to raise $3.5 billion to finance the projects. Meanwhile,
more than 90 percent of the residents of the capital,
Luanda, remained without running water as the syndi-
cate continued to prosper.

In Guinea, the syndicate set up a joint venture,
African Development Corporation, with 85 percent
share and the government with the remaining 15 per-
cent. Guinea has the world’s largest reserves of baux-
ite and its largest untapped reserves of high-grade iron
ore. The venture won exclusive rights to new mineral
concessions in Guinea, including the right to negoti-
ate oil-production contracts in the Gulf of Guinea.
In return, the syndicate promised to invest up to
$7 billion in housing, transport, and public utilities.
Guinea’s GDP was about $4.5 billion in 2010. Queen-
sway syndicate was so pleased that it gave Guinea’s
military ruler, Captain Moussa Dadis Camara, a heli-
copter as a gift.

In Zimbabwe, the syndicate created a new company
called Sino-Zimbabwe Development Limited, which
received rights to extract oil and gas, and to mine gold,
platinum, and chromium. In return, the company pub-
licly promised to build railways, airports, and public
housing. These pledges were valued at $8 billion by
Mr. Mugabe’s government.

But Queensway syndicate failed to meet many of
the obligations. Zimbabwe is still awaiting even a frac-
tion of its promised infrastructure. Chinese goods sent
to Africa are notorious for their poor quality. None of
a shipment of fifty Chinese buses sent to Zimbabwe
worked and an order for 250 more was suspended. Of
three MAG60 passenger jets the Chinese sent to Mug-
abe, not even one managed to fly, one had to make an
emergency landing at Victoria Falls, injuring many pas-
sengers, and the third caught fire on take-off in Harare
in November 2008. All were then grounded. And
Guinea never received the hundred public buses that
were meant to arrive within forty-five days of the 2009
deal. In Ghana, when members of Parliament (MPs)

resumed sitting in a refurnished chamber on November
4, 2014, they discovered that “over 300 furniture pieces
were imported into the country from China. Some
MPs were outraged and criticized the leadership of the
House for neglecting local furniture manufacturers”
(Sahara Reporters, November 7, 2014). Worse, the MP
for Lower West Akim, Gifty Klenam, and other MPs
“are demanding that their old chairs should be brought
back into the Parliamentary chamber because the
newly imported chairs from China are breaking.” The
member of Parliament for Okaikwei South, Ahmed
Arthur, described the upgrade as a “white elephant”
and decried the fact that local contractors and furni-
ture makers missed out on the contract worth about
$20 million which rather went to a Chinese firm.

Impact on Local Economies

The influx of cheap Chinese goods and workers had
a devastating impact on local economies. Textile
industries in Kano, Lesotho, and South Africa were
destroyed by cheap Chinese textile imports. Hundreds
of thousands of Africans lost their jobs in northern
Nigeria, Lesotho, and South Africa.

Clothing manufacturers in Lesotho, Nigeria, and
Zambia complained bitterly of cheap Chinese goods
destroying their markets and jobs. In Nigeria, the influx
of Chinese products devastated Kano’s manufacturing
sector. In 1982, five hundred factories churned out tex-
tile products in Kano, but fewer than seventy remained
operational in 2012, most at far less than full capac-
ity. Kano’s Kwari textile market, the biggest in West
Africa, swelled with stall after stall of Chinese fabrics
and clothing. A decade earlier, 80 percent of the fabric
sold at Kwari was made in Nigeria, compared with 5
percent in 2012. It would not be far-fetched to link the
collapse of the textile industry in northern Nigeria with
the rise of the terrorist group Boko Haram.

Unable to compete with Chinese imports, textile
factories in Lesotho closed in 2003 and 2004, throwing
over 5,000 workers out of their jobs. In South Africa,
the textile union said some 100,000 jobs had been lost
as Chinese synthetic fabrics replaced cotton prints in
street markets across Africa. In 2007, the unions threat-
ened to boycott anyone selling Chinese products.

In Ghana, “there were more than 20 textile firms
that employed over 20,000 people in 1995. In 2012,
the industry had only 4 textile factories, employing less
than 3,000 Ghanaians. The country’s once thriving
textile market became flooded with Chinese substan-
dard textile products, therefore pushing up the unem-
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ployment rate. The situation further deteriorated with
the textile companies in operation employing only
2,961 people” (Daily Graphic, April 30, 2012; 40).

Ordinarily, free trade should benefit both Africa and
China but it seemed Africans derived little benefit from
the trade deals with China. As previously mentioned,
in many cases, the deals were secured through brib-
ery and donations of “gifts” such as a new stadium or
presidential palace. Further, the deals offered scant
employment opportunities, as China brought its
own workers into Africa. The Chinese also invaded
sectors traditionally reserved for locals. In July 2011,
the BBC reported that “shop owners in Uganda’s cap-
ital, Kampala, have shut their businesses to protest
against a weakened currency and the influx of Chinese
traders” (BBC, July 6, 2011). In August 2011, Ghana
began arresting foreign nationals, mostly Chinese,
illegally engaged in artisanal mining. Further, the
Chinese deals enriched the corrupt ruling elites.
Angola, Nigeria, Sudan, and Zimbabwe were exam-
ples where the trade and oil deals with China scarcely
benefited the poor.

Chinese aid, disingenuously described as “with no
strings attached,” was propping up hideously repressive
regimes in Ethiopia, Guinea, Sudan, and Zimbabwe.
Three strings were attached: First, the recipient or bor-
rower must have no diplomatic relationship with Tai-
wan. Second, construction of infrastructure must be
undertaken by Chinese firms. Third, all the materials
and labor must be Chinese. In other words, China’s
loans are 100 percent tied.

More troubling, China’s increased engagement with
Africa created a huge impediment to the continent’s
halting steps toward democratic accountability and
better governance. The West made its aid conditional
on progress toward reform in several areas, including
democratic pluralism, the rule of law, human rights,
reduction of graft and improved access to education.
China never required these challenging commitments.
China required only that countries recognize the
People’s Republic of China, and not Taiwan, as the
only China. Under the precedent that Beijing has
set, countries that were not inclined to work to meet
US standards could be increasingly confident that if
they turned their backs on the Western powers, China
would still be a willing partner and source of invest-
ment.

Indeed in 2002, an IMF team that went to Angola
to help the country put its financial affairs in order
was flabbergasted by Angola’s robber economy, and
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even more by the nonchalance of its leading officials.
Though the regime contracted $3 billion worth of
loans in 2001 alone, one senior official told the IMF
team that Angola had taken out no such commer-
cial loans. In March 2002, the IMF reported that
despite years of assistance, the government’s finances
remained hopelessly opaque, that officials had fended
off all demands for reform and thus that “it would
be very difficult for Angola to formulate a meaningful
poverty-reduction strategy.” A “donors’ conference”
was scheduled for that July. But after the IMF report,
the United States and Britain pulled out, and Angola,
still deeply in debt despite billions in oil revenue, was left
to bitterly contemplate its options. Luckily for Angola,
a new benefactor had just materialized. China came
to the rescue with a $2 billion oil deal. Any prospects
for economic and political reform simply evaporated.

The Real Intentions of China in Africa

It seemed the real intentions of China in Africa were
four-fold. The first was to elbow out Western compa-
nies and gain access to Africa’s resources at rock-bot-
tom prices. How the people of these governments fared
or benefitted was of no significance. The second was
to canvas for African votes at the United Nations in its
quest for global hegemony. In this sense, the Chinese
were no different from the French, who used Franco-
phone Africa to project “la grande France.” The third
was to seek new markets for Chinese manufactures
as European markets became saturated with Chinese
goods. The fourth, it seemed, was to seek African land
to dump its surplus population.

Chinese communes have sprung up in Namibia,
Zambia, Nigeria, and other African countries. The
Chinese succeeded in getting African states to accept
large numbers of Chinese experts and workers as part
of their investment packages: twenty-eight “Baoding
villages” have been established, each housing up to
2,000 Chinese workers, in various parts of Africa.
In Namibia, the number of Chinese expatriates has
reached 40,000; 100,000 in Zambia; and 120,000
in Nigeria. In fact, China has a secret plan known
as the Chongging Experiment, in which 12 million of
its farmers would be moved off their lands and en-
couraged to seek out new pastures in Africa. Indeed,
“more than 1 million Chinese, most of them laborers
and traders, have already moved to the continent in
the past decade” (Africa Leadership Magazine, March
2015; 33.).



THE ENDURING LESSONS

Rising Anti-Chinese Sentiments

By 2007, the initial enthusiasm that greeted China in
Africa had cooled. “There was mounting objection
to China’s deepening forays into Africa,” said News
Africa (March 2007). Former President Thabo Mbeki
of South Africa warned against allowing China’s push
for raw materials to become a “new form of nco-
colonialist adventure” with African raw materi-
als exchanged for shoddy manufactured imports
and little attention to developing an impoverished
continent. Rene N’Guetta Kouassi, the head of the
African Union’s economic affairs department, echoed
that warning: ‘“Africa must not jump blindly from one
type of neocolonialism into Chinese-style neocolonial-

ism” (AFP, September 30, 2009).

Some African officials are voicing criticism of China.
Lamido Sanusi, Nigeria's former central bank governor,
says Africa is opening itself up to a “new form of imper-
ialism” in which China takes African primary goods and
sells it manufactured ones, without transferring skills.

After years of bland talk about “win-win" partnerships,
China seems belatedly aware of the problem. On a tour
of the continent, the Chinese foreign minister, Wang Yi,
said on January 12, 2015, that “we absolutely will not
take the old path of Western colonists.” In May 2014,
the prime minister, Li Kegiang, acknowledged "“growing
pains” in the relationship.” (Africa Leadership Magazine,
March 2015; 34)

Some African commentators have been less char-
itable, denouncing what they saw as “chopsticks mer-
cantilism,” alluding to the chopsticks dexterity with
which China picked off at its leisure platinum from
Zimbabwe, copper from Zambia, and oil from Angola,
Nigeria, and Sudan.

The backlash against Chinese investments was
particularly strong in Zambia due to workplace acci-
dents, poor working conditions, and below-minimum
wage paid at Chinese-run copper mines. More than
fifty Zambian workers died in a 2005 mine explosion
and dozens of others were sacked by Chinese secu-
rity guards in 2004. In the run-up to Zambia’s general
election in September 2006, the opposition leader,
Michael Sata, made China’s investment in the country
acampaign issue. According to Sata, Chinese businesses
employed relatively few Zambians. “‘Our Chinese don’t
bring in any equipment or create any sensible employ-
ment. In fact, to every Zambian in a Chinese company,
there are about 15 Chinese.” . . . Sata called the Chinese
profiteers, not investors, in a country where unemploy-

ment is about 50 percent and more than 73 percent
of people live in poverty. ‘Chinese investment has not
added any value to the people of Zambia,” he charged”
(Washington Post, September 25, 2006; A16).

In a blatant show of arrogance, Chinese Ambassa-
dor Li Baodong warned Zambians that China might
sever diplomatic ties with Zambia if Sata became pres-
ident and recognized Taiwan. The ambassador also
raised the specter of a halt in Chinese investment. But
Zambians were unfazed; they elected Michael Sata in
September 2011.

Militants in Nigeria’s volatile oil-producing region
detonated a car bomb in May 2006 and issued a warn-
ing that investors and officials from China would be
“treated as thieves” and targeted in future attacks.
A spokesman for the Movement for the Emancipation
of the Niger Delta (MEND) said in an email sent to
news organizations that the car-bomb attack was “the
final warning” before the militants turned their atten-
tion to oil workers, storage facilities, bridges, offices, and
other “soft oil industry targets” (Washington Post, May 1,
2006; A15). In Ethiopia, the Ogaden National Libera-
tion IFront (ONLF) warned Chinese energy exploration
companies against operating in the Ogaden Region.
In April 2007, nine Chinese workers were killed in an
attack by armed men on an oil field in eastern Ethiopia.

In summary, there is nothing wrong with China
driving a hard bargain and pursuing its interests in
Africa; all foreign entities do. Americans pursue Amer-
ican interests in Africa. So do the Russians, Italians,
Germans, and so on. The Chinese are not in Africa
because they love black people so much. African lead-
ers need to understand that.

Increased competition for Africa’s resources should
be good for Africa. But the barter “infrastructure-for-re-
sources” deals were stacked in China’s favor. The deals
were opaque, signed in secrecy, and secured through
bribery, kickbacks, or the provision of “gifts” to the
head of state. All these should have raised red flags.

At the minimum, African governments should
replace the “infrastructure-for-resources” deals with
resource- or commodity-backed loans, as China was
offering Latin America. Those types of loans have flex-
ihility and transparency. Further, contracts for infra-
structure projects should be awarded through an open-
bidding process, rather than the closed-shop practice
of engaging only one contractor, China.

Second, forensic audits should be conducted on the
cost of all infrastructure projects being undertaken by
the Chinese. The government of Niger undertook this.
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The costs of these projects were often grossly inflated.
There was every incentive to inflate them as that
benefitted the Chinese construction companies as well
as required a larger quantum of resources for repay-
ment.

The Myth of Foreign Aid

There are three types of foreign aid: humanitarian relief
aid (given to victims of natural disasters such as earth-
quakes, cyclones, and floods), military aid, and econo-
mic development assistance. Much confusion surrounds
the third, also known as official development assistance
or ODA. Contrary to popular misconceptions, ODA is
not “free.” It is essentially a “soft loan” or loan granted
on extremely generous or “concessionary” terms.

For example, an African government that needs $50
million to build a dam may borrow the said amount
from a foreign private bank at 10 percent rate of inter-
est for ten years—a proto-type of a typical foreign
commercial loan. However, a Western government
aid agency, say USAID, may provide the funds at
2 percent interest for twenty years, with a five-year
grace period. This ODA differs from a normal foreign
commercial loan in three respects: it has a lower rate
of interest, a longer term to maturity, and provides
a “grace period.” Nonetheless, it is a “soft loan” that
must be paid back; it is not free.

Africa’s experience with official development assis-
tance dates back to the colonial era. One of the charges
African nationalists leveled against the colonial powers
was that colonialism failed to promote credible social
and economic development for Africans. And the
critics were right. Colonial administrations were frugal
and fiscally conservative. The colonies were expected to
pay their own way instead of draining the finances of
the mother country. Further, the development of Africa
required large capital outlays that the home admin-
istrations were not prepared to undertake. Where
investment was necessary—to lay down some minimal
infrastructure for the exploitation of minerals and raw
materials—the mother countries expected such expen-
ditures to be financed by the colonies themselves. If the
colonies borrowed any funds, they were supposed to
service their own debts.

In the British colonies, the only “aid” offered con-
sisted of grants under the 1929 Colonial Development
Act to meet the cost of repaying loans approved for
capital projects. The French colonies obtained com-
parable assistance under Fonds d’investissement pour le
Developpement  Economique et Social. No such arrange-
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ments existed for the Belgian colonies.

After World War II, grudging contributions to colo-
nial development were made by the British and the
French in token appreciation of African soldiers who
aided in the war effort: “In 1959, for example, British
East Africa (Kenya, Uganda, and Tanganyika) received
£5m in official grants; by 1962 that had risen to £23
million. Nigeria received an official donation of £5m in
1960. These, of course, were in addition to commercial
loans raised on the London money market. But these
were quite modest. Nigeria, for example, raised only
£6.8m in new loans between 1946 and 1955; Tangan-
yika £6.69m. Kenya was a heavy borrower [in those
years] . .. it borrowed £18.7m; and in addition, the
East African High Commission borrowed £31.5m,
whose burden was spread between the three colonies
(Fieldhouse 1986; 244).

As discussed in Chapter 5, after independence, Afri-
can nationalists settled down to the task of developing
Africa—in its own image. Africa was to be developed
by a socialist ideology under which the state not only
participated but captured the “commanding heights of
the economy,” eschewing capitalist or imperialist prin-
ciples. A large role was envisaged for an activist and
centralized state, gathering resources from traditional
economic activities and investing them in moderniza-
tion. It was believed that most of these resources could
be obtained domestically through increased savings,
sacrifice, and budget-tightening. The remainder was to
be sought through foreign aid requests.

Initially, foreign aid was expected to fill the gap
between domestic savings and investment. The ratio-
nale was the banal “vicious circle of poverty.” Savings
or investible resources were low because of poverty and
incomes were low because of low investment, which in
turn was due to low savings. Foreign aid therefore could
supplement domestic savings, enable a higher rate of
investment to be attained, and propel the economy out
of its “low-level equilibrium trap.” Foreign aid was thus
seen as an essential prerequisite to economic advance-
ment.

Even if domestic savings had been adequate, a
more mundane rationale was used to justify foreign aid
requests. African countries lacked capital-producing
sectors and needed to import tractors, equipment, and
machinery, as well as intermediate goods such as fuel,
lubricants, and spare parts essential for development.
But foreign exchange was required to import these crit-
ical goods, and since most African currencies were not
freely convertible, ample domestic savings in cedis or
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kwachas could not be used to purchase tractors unless
they were first converted into foreign exchange through
exports. Such foreign exchange receipts could then
be used to import machinery and equipment. Thus,
an African country’s effective savings is the differ-
ence between its foreign income (export earnings) and
imports of consumer goods. The country can obtain
more foreign exchange to finance imports of capital
goods if it earns more abroad or curtails its import
of such luxury items as caviar, pickled French sausages,
or Mercedes Benzes, for example.

The development frenzy received further impe-
tus when the United Nations declared the 1960s as
the “Development Decade.” Advocates of foreign aid
determined that an African country’s capacity to earn
more foreign exchange through exports was limited by
the following constraints: an inelastic foreign demand
for African exports, an unjust international economy
system, protectionist policies of industrialized nations,
and monopolistic as well as oligopolistic practices of
multinational corporations. Therefore, evenif imported
consumer goods could be reduced to be barest mini-
mum, the foreign exchange earnings saved would still
be insufficient to finance huge capital imports. Given
those assumptions, foreign aid was expected to play
a vital role in accelerating development by financ-ing
critical imports (Chenery and Strout 1966, 679-733).

Such theoretical arguments for greater foreign
development assistance were buttressed with emotional
invective. Colonialism raped and plundered Africa,
argued the newly independent African states. There-
fore, it was the responsibility—in fact, the moral duty
of the West—to repair the damage, return the booty,
and rectify the injustices perpetrated against black Afri-
cans. It was difficult to determine whether the West was
persuaded more by academic arguments or succumbed
to its own collective guilt over the iniquities of colonial-
1sm and slavery.

Reservations against this dominant paradigm by
one brave economist, Peter Bauer, were ignored. He
warned that, politically, centralized power could lead
to corruption, authoritarianism, totalitarianism, and
human misery. He cautioned that under this scheme
of things, government essentials such as maintenance
of law and order, effective management of monetary
and fiscal systems, and even agricultural extension
work would be neglected by a regime concerned with
micro-management of the economy (Bauer 1976,
90-91).

Nevertheless, the West responded to African appeals

with generous contributions of aid. As Whittaker (1988)
noted:

Even in 1965, almost 20 percent of Western countries’
development assistance went to Africa. In the 1980s,
Africans, who are about 12 percent of the developing
world’s population, were receiving about 22 percent of
the total, and the share per person was higher than any-
where else in the Third World—amounting to about $20,
versus $7 for Latin America and $5 for Asia. (p. 60)

Earlier, the World Bank (1984) had reached similar
conclusions:

External capital flows to Sub-Saharan Africa had been
quite high. Between 1970 and 1982, official development
assistance (ODA) per capita increased in real terms by
5 percent a year, much faster than for other developing
countries. In 1982, ODA per capita was $19 for all Sub-
Saharan African countries and $46 per capita for low-
income semiarid countries—compared, for example, with
$4.80 per capita for South Asia. Aid finances 10 percent
of gross domestic investment in Africa as a whole, but
up to 80 percent for low-income semiarid countries and
over 15 percent for other low-income semiarid countries.
For some countries, ODA finances not only all invest-
ment, but also some consumption. During the 1980-82
period, however, ODA levels stagnated, even though
Sub-Saharan Africa’s share in the total increased from
21 percent in 1980 to 24 percent in 1982. (p. 13)

Changing Foreign Aid Patterns

Official development assistance to Africa may be de-
lineated into four phases. Phase I covers the period
from independence in the 1960s to the beginning of
the 1970s, during which bilateral aid was the main
source of development finance in Africa. Private
foreign investment was not significant, largely as a
result of the socialist rhetoric and policies of Afri-
can nationalist leaders. There was some recourse to
private credit markets in the West, but this was insig-
nificant, and, where utilized, tended to be of very high
cost, as was the case with supplier’s credit. “Foreign
direct investment was limited mainly to minerals and
oil extraction, and in some cases to the production of
wage goods such as beverages and textiles” (UNC-
TAD 1998, 116). Although the former colonial powers
(Britain, France, and Belgium) provided the bulk of
bilateral assistance, other countries such as Canada,
Norway, Sweden, the Soviet Union (mostly military
aid), and the United States assumed an increasingly
prominent role in aid disbursements to Africa.
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However, as early as the 1960s, a growing concern
over the effectiveness of foreign aid had begun to sur-
face. USAID officials had realized that that project
support made little sense unless recipient governments
improved the incentive framework for economic activ-
ity. As a result, the Peterson Commission was estab-
lished by the Nixon administration to evaluate and
reform US foreign aid programs. It recommended
that the primary function of USAID be shifted back
to project lending and technical assistance, while the
IMF and World Bank would provide overall policy
frameworks for developing countries.

Thus, Phase II began in the early 1970s when
multilateral institutions, such as the IMFE the World
Bank, the European Development Bank, the OPEC
Special Fund, the International Fund for Agricultur-
al Development, the UNDP, the Arab Bank for Econo-
mic Development in Africa, the African Development
Bank, and the Commonwealth Development Corp-
oration, became increasingly important sources of
development assistance. For example, in 1970, aid
from multilateral sources accounted for only 13 percent
of the total; by 1987, that had grown to 34 percent.

Table 6.2 illustrates the phenomenal growth of mul-
tilateral aid in the 1970s, 1980s, and 1990s:

By contrast, private commercial lending, includ-
ing net foreign investment in Africa, declined sharply,

TABLE 6.2: Gross Disbursements of External Loans
to Sub-Saharan Africa (§ Millions)

Disbursements 1970 1980 1987 1990

Bilateral (concessional) 432 ...2,552 ...4,868 ...4,915 .

Multilateral 151 ...1,697 ...2,345 ...2,327 .
Private 593 ...6,330...3,346 ...2,533 .
TOTAL 1,176..10,579 ..10,559 ..9,775 .

Sources: World Bank, Financing Adjustment in Sub-Saharan Africa, 1986—1990; World
Bank, African Development Indicators, 1998—99; UNCTAD, Trade and Development

Report, 1998.

although it picked up in 1994. Between 1990 and 1995
the net yearly flow of foreign direct investment into
developing countries quadrupled to over $90 bil-
lion, but Africa’s share of this fell to only 2.4 percent.
According to the World Bank, in 1995 a record $231
billion in foreign investment flowed into the Third
World. Singapore by itself attracted $5.8 billion, while
Africa’s share was a paltry 1 percent or $2 billion—
less than the sum invested in Chile alone (7he Economust,
November 9, 1996; 95). “Even that meagre proportion
has been disputed by some analysts who believe the
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true figure to be less than $1 billion,” said 7he African
Observer (April 11-24, 1996; 20). Although it increased
dramatically to $4.7 billion in both 1996 and 1997,
it dropped to $3 billion, leading the United Nations
Conference on Trade and Development (UNCTAD)
to conclude that “Africa has lost attractiveness as mar-
ket for Foreign Direct Investment as compared to other
developing regions during the last two decades” (The
African Observer, November 30—December 13, 1998; 21).

This view was corroborated by the Organization
for Economic Cooperation and Development (OECD),
which noted that though private capital flows to
developing countries over the period 1990-97 exceeded
$600 billion, the flow to all of Sub-Saharan Africa
barely amounted to $10 billion. Even then, of that total,
fully §9 billion accrued to one country, South Africa—
meaning that the other forty-nine countries and 560
million people of Sub-Sahara attracted essentially
no net new private capital during the greatest interna-
tional investment boom ever witnessed (Eberstadt 2000,
B4). Thus, Sub-Saharan Africa steadily grew ever more
reliant on foreign aid, with the Multilateral Develop-
ment Banks (MDBs) and bilateral donors simply filling
the void vacated by private commercial lenders.

Much of the loans extended by the MDBs
during the second phase were project-specific: they

would fund infrastructural development (roads,
dams, telecommunications, and
schools)—public goods that were
vital for an African country’s
1934 1936 development. A hydro-electric dam,
4808 ...4156 such as the Akosombo Dam in
1,451 ...939 Ghana financed by the World
4,636 ...4,426 Bank, for example, generated not
10,895 . .9,521 only electricity but also provided

large “externalities™ a low-cost
power grid for an industrial base
and a manmade lake that provided
income-earning opportunities from
tourism and fishing. Road construction and tele-
also fell in this category,
they facilitated movement of goods and commerce.
Similarly, a steady supply of a well-educated labor
force aided industrial expansion. MDB loans were
also used to finance agricultural and industrial
projects in Africa, which were largely owned by the
state.

Phase III began in the early 1980s when it
became apparent that most African economies were in

crises. As discussed before, African leaders approach-

communications since
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ed the World Bank and signed Structural Adjust-
ment Programs (SAPs) with the Bank. Phase IV be-
gan after the collapse of communism in the Eastern
Bloc countries in 1989 when Western donor govern-
ments and the MDBs finally recognized the import-
ance of democratic order and added various “con-
ditionalities” to the receipt of their aid: respect for
human rights, establishment of multi-party democracy,
etc.

The total amount of funds transferred to African
governments during the four phases has been quite sub-
stantial. According to OECD, “the net disbursement
of official development assistance (ODA), adjusted for
inflation between 1960 and 1997 amounted to roughly
$400 billion. In absolute magnitude, this would be
equivalent to almost six Marshall Aid Plans” (ibid.).
Since ODA is merely a “soft loan,” this accumulated
foreign aid forms the bulk of Africa’s $350 billion
foreign debt. Of this, 40 percent was owed to or guar-
anteed by Western governments and 36 percent was
owed to multilateral financial institutions, such as the
World Bank and the IMF (Nafziger 1993, 29). Private
commercial loans, as a share of Africa’s total debt,
dropped from a high of 36 percent in the 1980s to
about 20 percent in the 1990s, reflecting a declining
private commercial lending interest in Africa. Much of
the private unsecured commercial debt was accounted
for by Nigeria, Ivory Coast, Congo, Gabon, and Zim-
babwe, with Nigeria alone responsible for an estimat-
ed 50 percent of Sub-Saharan Africa’s total commer-
cial debt.

Between 1980 and 1990, Africa’s debt grew faster
than any other region in the Third World. By 1990,
twenty-seven African countries were classified as heav-
ily indebted, meaning that three of four key ratios were
above critical levels: debt to GDP was above the criti-
cal level of 30-50 percent; debt to income of all goods
and services was above the critical level of 165275
percent; accrued debt service to exports was at the
18-30 percent level; and accrued interest to exports
above the critical 12-20 percent level (Nafziger 1993,
30). For some individual countries, the debt ratios at the
end of 1985 skyrocketed. Sudan’s debt ratio reached
1,232 percent; Mozambique’s 1,518 percent; and
Guinea-Bissau’s 1,042 percent (IMF 1986).

The Failure of Foreign Aid Programs in Africa

That foreign aid has failed to accelerate economic
development in the Third World generally is no
longer in dispute. In fact, this conclusion was known

as far back as the 1980s and 1990s. The issue here is
not so much neglect or inadequate aid but rather its
effectiveness. There is extensive literature on the failure
of foreign aid programs to the developing world. The
famed British economist, the late Lord Peter Bauer,
first led the protest against foreign aid (Bauer 1972)
and others followed: The Cato Institute (www.cato.org),
Dorn (2002), Easterly (2003), and Moyo (2008).

An empirical study of foreign aid by Boone (1995)
showed that “there was no significant correlation
between aid and growth” but that “government con-
sumption rises by approximately three quarters of total
aid receipts” (Boone 1995, 4). So, according to Boone,
aid in its usual government-to-government form, does
little to promote a long-term economic growth but
does induce growth in government bureaucracy. As far
as the poor are concerned, regardless of regime type,
“aid flows primarily benefit a wealthy political elite”
(Boone 1995, 5). One indicator of this is infant mor-
tality rates, which are sensitive to even tiny changes in
nutrition for the poor. However, there is “no significant
impact of aid” on these indicators (Boone 1995, 4-5).

Alan Woods, the late administrator for USAID, not-
ed in a February 1989 report that, while the United
States had provided some $400 billion in aid to the
developing countries, no country receiving US aid
since 1968 had graduated from a less-developed to
a developed status by the late 1980s. Worse, he con-
cluded, “only a handful of countries that started
receiving US assistance in the 1950s and 1960s had
ever graduated from dependent status” (Woods 1989,
112). USAID again admitted in 1993 that “much of
the [Third World] investment financed by USAID
and other donors between 1960 and 1980 disappeared
without a trace” (The Washington Tumes, October 10,
1996; A19). According to Doug Bandow of the Cato
Institute, a Washington-based libertarian organization,
“The United Nations [in 1999] declared that 70 coun-
tries—aid recipients all-—are now poorer than they
were in 1980. An incredible 43 were worse off than in
1970. Chaos, slaughter, poverty and ruin stalked Third
World states, irrespective of how much foreign assis-
tance they received” (Washington Post, November 25,
1999; A31). Except for Haiti, all of the thirteen foreign
aid failures he cited—Somalia, Sierra Leone, Libe-
ria, Angola, Chad, Burundi, Rwanda, Uganda, Zaire,
Mozambique, Ethiopia, and Sudan—were in Sub-Sa-
haran Africa.

The failure has been most catastrophic in Africa,
where, since 1960, the West has poured in more than
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$600 billion to support various programs. But all that
foreign aid failed to spur economic growth, promote
democracy, liberate the African people, or lift them
out of poverty. Between 1980 and 1988 alone, Sub-
Saharan Africa received $83 billion of aid. Yet those
funds did little if anything to arrest Africa’s economic
atrophy or promote representative government. Africa
is littered with a multitude of “black elephants” (basil-
icas, grand conference halls, new capitals, and show
airports) amid institutional decay, deteriorating infra-
structure, and environmental degradation. The stan-
dard of living in black Africa fell by 1.2 percent a year
from 1960 to 1980. “Overall, Africans are almost as
poor today as they were 30 years ago (at indepen-
dence),” according to the World Bank (1989, 1). Nor
did the aid buy much influence or leverage for the West
since many of the aid programs were ill-conceived and
economically unsound. Western backers tended to sup-
port almost any gaudy and extravagant project. Even
Jean-Bedel Bokassa’s coronation and Felix Houphou-
et-Boigny’s basilica had Western financiers. Tanza-
nia’s less glamorous but ill-conceived Ujaama socialist
experiment also received Western support. 7he New York
Times reported that

at first, many Western aid donors, particularly in Scandi-
navia, gave enthusiastic backing to this socialist experi-
ment, pouring an estimated $10 billion into Tanzania
over 20 years. Yet, today as Mr. Nyerere leaves the stage,
the country’s largely agricultural economy is in ruins,
with its 26 million people eking out their living on a per
capita income of slightly more than $200 a year, one of the
lowest in the world. (October 24, 1990; A8)

The World Development Report 1990 by the World Bank
noted that Tanzania’s economy contracted an average
of 0.5 percent a year between 1965 and 1988. Average
personal consumption declined dramatically by 43 per-
cent between 1973 and 1988. The Economist observed
that for all the aid poured into the country, Tanzania
only had “pot-holed roads, decaying buildings, cracked
pavements, demoralized clinics and universities, and a
1988 income per capita of $160 [lower than at inde-
pendence in 1961]” to show for it (June 2, 1990; 48).

The African countries that received the most
aid—Somalia, Liberia, and Zaire—have slid into vir-
tual anarchy. “Another large recipient, Kenya, inflicts
unspeakable abuses of human rights on its own citizens
while aid pays the bills” (Maren 1997, 11). In a letter to
Secretary of State Warren Christopher, the US House
of Representative’s International Relations Committee
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Refugee camp in Dadaab, Somalia, where people wait for water

chairman, Republican Benjamin Gilman, and Lee H.
Hamilton, a ranking Democratic member, wrote:

Zaire under Mobutu represents perhaps the most
egregious example of the misuse of US assistance
resources. The US has given Mobutu nearly $1.5 billion
in various forms of aid since Mobutu came to power in
1965. Mobutu claims that during the Cold War he and
his fellow African autocrats were concerned with fight-
ing Soviet influence and were unable to concentrate
on creating viable economic and political systems. The
reality is that during this time Mr. Mobutu was becoming
one of the world’s wealthiest individuals while the people
of Zaire, a once-wealthy country, were pauperized. (The
Washington Times, July 6, 1995; A18)

Similarly, the United States gave Liberia’s late
President Samuel Doe more than $375 million in aid
between 1980 and 1985. But much of it was squan-
dered and looted, forcing that country into a receiv-
ership on May 2, 1986. Somalia is probably the most
egregious example of Western patronage gone berserk.
Huge amounts of economic and disaster relief aid
were dumped into Somalia, transforming the country
into the “Graveyard of Aid.” But the massive inflow
of food aid in the early 1990s did much to shred the
fabric of Somali society. Droughts and famines are not
new to Africa, and most traditional societies developed
indigenous methods of coping. These methods were
destroyed in Somalia, and the country became more
and more dependent on food imports. “The share
of food import in the total volume of food consump-
tion rose from less than 33 percent on average for the
1970-79 period to over 63 percent during the 1980-84
period, which coincides with Western involvement in
the Somalia economy and food-aid programs” (Maren
1997, 171).
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Similar food aid has induced an import food de-
pendency in Ghana, according to Young and Kunz
(2000). Despite Ghana’s relatively small size, it is the
sixth largest recipient of food aid (USAID, CDIE, 5).
Ghana benefited from the Agricultural Trade Devel-
opment and Assistance Act President Dwight D. Eisen-
hower signed into law in 1954, commonly known
as PL-480 or Food for Peace. The way PL—480 works
is to give food on easy credit terms to the govern-
ment to sell for development money (title I), to fund
development projects (title II), and to give it for a
specific sale for agricultural improvement/food secu-
rity (title III). A country can save on foreign exchange
and raise capital by getting these types of aid. Yet,
as an AID report itself concluded, the general
direction of the country’s growth had not been posi-
tive. On December 4, 2014, Al-Jazeera (English), re-
ported after a sting operation that food aid to Ghana
was often stolen while malnourished children died
daily in the north.

Cocoa, a major export, suffered in spite of the aid
that was supposed to help Ghana develop. Further,
humanitarian aid might have created an import depen-
dency as the two major aid components of “wheat
and rice . . . tended to end up on the plates of the
better-off” (USAID, CDIE, 11). Internally, “natural
resource depletion . . . declining agricultural product-
vity, low private savings, low investment rates, and
a high population growth rate” spelled an unstable
future for Ghana, especially concerning agriculture
and famine. To sum up AID’s presence in Ghana, “only
a small percent of the population in need were served”
by development initiatives (USAID, CDIE, 3). As far
as consumption inequality is concerned, the lowest 10
percent in Ghana consume 3.4 percent of total con-
sumption, whereas the top 10 percent consume 27
percent of total consumption (World Bank 1997, 222—
23).

A blistering affirmation came from a very unlikely
source. Sir William Ryrie, executive vice president of
the International Finance Corporation, a World Bank
subsidiary, declared that “the West’s record of aid
for Africa in the past decade [1980s] can only be
characterised as one of failure” (Financial Times, June
7, 1990; 5). In a more general indictment, Eberstadt
(1988) wrote:

Western aid today may be compromising economic
progress in Africa and retarding its development of human
capital. Overseas development assistance (ODA), after
all, provides a very substantial fraction of the operat-

ing budgets of virtually all governments in Sub-Saharan
Africa. In 1983, ODA accounted for two-fifths of Liberia’s
central government budget, for three-quarters of Gha-
na's, and four-fifths of Uganda’s. Western aid directly
underwrites current policies and practices; indeed, it may
actually make possible some of the more injurious policies,
which would be impossible to finance without external
help. (p. 100)

Indeed, Africans themselves have realized that West-
ern aid has not been effective. David Karanja, a former
Kenya MP for example, was blunt:

In fact, foreign aid has done more harm to Africa than
we care to admit. It has led to a situation where Africa
has failed to set its own pace and direction of develop-
ment free of external interference. Today, Africa’s devel-
opment plans are drawn thousands of miles away in the
corridors of the IMF and World Bank. What is sad is that
the IMF and World Bank “experts” who draw these de-
velopment plans are people completely out of touch
with the local African reality. (New African, June 1992; 20)

Africa Growth and Opportunity Act (AGOA)

A new chapter was opened in US—Africa relations by
the Clinton administration. It had become apparent
that the old foreign aid model was no longer effec-
tive. Determined to place Africa on the front burner,
President Clinton adopted a pro-active engagement
with Africa—largely to placate the African American
constituency, which complained of abandonment or
benign neglect of Africa. The Clinton administration
then began paying more attention to Africa after 1995.
High-profile White House conferences with African
ministers, trade missions to Africa, and tours by senior
government officials were regular fares. In September
1996, former Secretary of State Warren Christopher
toured five African nations to promote the new US-
supported African Cirisis Response Initiative (ACRI).
The ACRI was to comprise 10,000-25,000 troops,
which would be deployed to intervene in serious
crises to avert a Rwanda-like conflagration in crisis-
laden African countries. First Lady Hillary Clinton
and Chelsea followed with a visit to Africa in February
1997, and in October, Secretary of State Madeleine
Albright toured seven African countries culminating
in the historic April 1998 visit by President Clinton
to Africa. Two new planks were added to US foreign
policy in Africa under the Clinton administration:
accelerating Africa’s full integration into the global
economy and combating transnational security threats.
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In June 1997, the Clinton administration unveiled
this as its new Africa initiative, encapsulated in the
bipartisan bill “Growth and Investment Opportunity in
Africa: The End of Dependency Act” (HR 4198). This
sought “to create a transition path from development
assistance to economic self-sufficiency for Sub-Saha-
ran African countries.” The bill authorized a one-time
appropriation of $150 million for an equity fund and
$500 million for an infrastructure fund beginning in
1998. These funds were to be used to mobilize private
savings from developed economies for equity invest-
ment in Africa; stimulate the growth of securities mar-
kets in Africa; and improve access to third-party equity
and management advice for Africa’s small and medi-
um-sized firms. The infrastructure funds were to help
improve the operations of telecommunications, roads,
railways, and power plants in Africa. These improve-
ments, it was hoped, would help attract US investors to
potentially profitable projects in Africa.

The other cornerstones of the initiative were: US—
Africa Economic Forum (an annual high-level discus-
sion of trade and investment policies); US—Africa I'ree
Trade Area (developing a plan to enter into one or
more free-trade agreements with Sub-Saharan African
countries by the year 2020); a Textile Initiative (the lift-
ing of World Trade Organization Textile and Clothing
restrictions on imports from Africa until the aggregate
value of such imports exceed $3.5 billion annually);
and granting the poorest African nations duty-free
access to the US market for 1,800 products.

To be eligible to participate in this program, an
African country must show a “strong commitment to
economic and political reform, market incentives and
private sector growth and poverty reduction” (Congres-
sional Testimony, August 1, 1996; 9). The House passed
the bill on March 12, 1998, but it stalled in the Senate.

At the instigation of the administration and Afri-
can Americans, the US House of Representatives also
took an activist role in African affairs. Accordingly, a
large number of bills and resolutions were introduced
in Congress, though few passed. Important legislation
introduced in the 106th Congress included: Africa Seeds
of Hope Act of 1998 (HR 4283); African Growth and Oppor-
tunity Act (HR 434); Debt Forgiveness Act of 1999 (HR
1305.1H); HELP for Africa Act (HR 2700 IH); Export
Enhancement Act of 1999 (HR 1993 IH); Debt Relief and
Development in Africa Act of 1999 (HR 2232 TH); Nige-
rian Democracy and Civil Society Empowerment Act of 1999
(S 226 IS); Child Labor Deterrence Act of 1999 (S 1551 1S);
Microenterprise jfor Self~Reliance Act of 1999 (S 1463 IS);
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and American Embassy Security Act of 1999 (HR 2415 TH).

During his April 1998 trip to Africa, President
Clinton pledged to support African nations undergo-
ing transformations toward peace, democracy, human
rights, and free markets through expanded economic
opportunities and stronger cooperation. Accordingly,
Clinton launched a series of new initiatives to expand
US—Africa trade and investment, to increase technical
assistance, to foster education by linking schools in the
US with those in Africa, to protect food security, and
to advance peaceful conflict resolutions. Further, Pres-
ident Clinton requested that US government depart-
ments and agencies devise programs to assist African
governments in their integration into the global econ-
omy. More than ten departments and agencies became
involved in this effort. A special office, the Assistant US
Trade Representative for Africa (USTR) was created in
1998 to coordinate with Africa on trade negotiations in
the WTO, to remove impediments and develop mecha-
nisms to increase trade and investment flows.

Millennium Challenge Account

Enter the Millennium Challenge Account (MCA) in
2003 by the Bush administration. Its aim was to inte-
grate new perceptions about development into its aid
programs. It placed the concepts of governing justly,
controlling corruption, promoting economic freedom,
and investing in the people, at the center of aid and
development strategies. The selection criteria for the
MCA included all the key variables which had been
identified in empirical literature on institutions, gover-
nance, and growth. Secondly, for many years the US
government had promoted a range of democracy and
governance initiatives through its aid programs. The
thrust of these programs had been to support the estab-
lishment of institutional structures that would make
political markets in developing countries more compet-
itive, open, and inclusive.

The Bush administration’s MCA, by which the
United States would increase its foreign aid programs
by 50 percent to $15 billion a year was, however, slow
to start. The premise was sound because it was “per-
formance-based,” which represented a paradigm shift
from the old way of giving foreign aid. Foreign aid would
be given only to those countries that “show results” in
the core areas of:

® Ruling justly,
®  Promoting economic freedom, and

® Investing in people.
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Each of the three broad category areas had sub-cat-
egories that must be satisfied for a country to be deemed
eligible. For example, “Ruling justly” specified the fol-
lowing six benchmarks or indicators: civil liberties;
political rights; voice and accountability; government
effectiveness; rule of law; and control of corruption.
“Promoting economic freedom” also had six bench-
marks, and “Investing in people” had four, bringing the
overall total to sixteen.

Unfortunately, so stringent were these conditional-
ities that few African countries could meet them. So
“the Millennium Challenge Corporation approved an
$11 million grant to Tanzania to combat corruption
and qualify for a bigger aid package” (The New York
Times, February 2, 2006; Al3). In other words, Tan-
zania, which did not meet the conditionalities, secured
aid to help it meet them! And how successful has Tan-
zania been in fighting corruption?

Alas, when President Bush visited Tanzania on
Monday, February 18, 2008, he was entering a country
that had received $698 million in MCA grants, but had
no presidential cabinet. The cabinet was dissolved over
a corruption scandal involving the award of a $172.5
million contract to supply 100 megawatts of emer-
gency power to a Texas-based company that did not
exist. Even the anticorruption czar, Dr. Edward Hosea,
was himself implicated. Other African countries that
received MDC grants were dubious “success stories.”
Among them were Kenya, which was gripped by polit-
ical violence in December 2007, and Uganda, with a
strange form of democracy that banned any political
rally of more than six people.

Reasons for Failure

Foreign aid programs failed in Africa because genuine
mistakes were made on both donor and recipient sides.
We examine these mistakes, first from the donors’ side.

Donors: Multiplicity of Conflicting Objectives

Perhaps, what contributed most to the grievous failure
of Western aid to Africa was a donor culture of double-
speak and inconsistencies in policy actions to achieve
a confusing and overlapping array of objectives. As
noted earlier, foreign aid comes in three forms: eco-
nomic development assistance, military aid, and
humanitarian relief assistance for humanitarian crisis
situations. Despite being cloaked in “development”
garb, economic development assistance to Africa has
over the decades been used as an instrument by the
donors to achieve a variety of non-economic (geopolit-

ical and political) objectives—such as the containment
of communist expansionism in Africa, democratiza-
tion, and promotion of human rights, among others.

But some of these are also the stated policy objec-
tives of US foreign military aid, which seeks to pro-
mote stability, democracy, and human rights among
US allies. The two key elements of that program had
been Foreign Military Financing, which provided allies
with grants, military equipment, and related technical
services; and International Military Education and
Training, which provided extensive training of foreign
military officers and police forces in a wide variety of
operations. Such US military aid went to brutal mil-
itary regimes in Liberia (under Samuel Doe), Ghana
(under Jerry Rawlings), Somalia (under Siad Barre),
and Zaire (under Mobutu). The West poured much for-
eign aid into Africa to support Cold War allies and to
woo various Marxist leaders from the Soviet bloc (Jerry
Rawlings of Ghana; Chissano of Mozambique; dos
Santos of Angola).

In Somalia, for example, Siad Barre used Italian aid
to purchase arms and military advisers for his armed
forces, which declared war against their own people.
Northern Somalia, a hotbed of opposition to Barre’s
tyrannical rule, was bombed on several occasions—
even with napalm—in 1988. Burned-out buildings
bore testimony to the depravity of Barre’s rule. Barre’s
eldestson, Colonel Hassan Mohammed Barre, who han-
dled aid money, acquired property and bank accounts
in Switzerland. Yet Rome maintained cordial relations
with Siad Barre after the assassination of the bishop
of Mogadishu, Salvatore Colombo, in July 1989, and
even after an Italian biologist was beaten to death in the
headquarters of Somali Secret Services in June 1990.

After the Cold War, Western foreign policy objec-
tives were overhauled. Greater emphasis was placed
on promotion of democracy, respect for human rights,
better governance, transparency, and accountability,
among others. In May 1990, for example, the US Con-
gress and the White House reshaped the US foreign aid
program in light of global political changes and reor-
dered priorities. President George Bush sought new
flexibility to boost aid to emerging democracies in East-
ern Europe, Panama, and Nicaragua. Assistant Secre-
tary of State for Africa Herman J. Cohen announced
in May 1990 that, along with economic adjustment
and the observance of human rights, democratization
would soon be included as the third prerequisite for
US development aid. Shortly after the establishment of
the policy of tying bilateral aid to political conditions,
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the US Congress called to do the same for multilateral
aid, such as from the World Bank.

But beyond the rhetoric, nothing much changed
underneath the surface. It was “business as usual.” Old
friends remained old friends. Fred Hiatt, a member of
the editorial page staff of the Washington Post May 17,
1998), said:

President Clinton’s foreign policy team talks about dem-
ocracy possibly more than any previous administration
but in practice often seems to care less. . . . After the
Cold War, America was supposed to be free to shift from
fighting communism—alongside right-wing dictators,
if necessary—to promoting democracy and human
rights. Clinton suggested as much in Africa when he
apologized for America‘s Cold War support of dictatorial
despoilers such as (though he didn’t name him) Zaire's
Mobutu Sese Seko. But the administration’s bias toward
stability—or toward those who it believes will promote
stability—has not diminished. (p. C9)

Not surprisingly, the reformist winds of change that
blew across Africa in the early 1990s subsided rather
quickly. As Michaels (1993) noted, “Economic reforms
that promised to bring back foreign capital investment
have thus far only deepened Africa’s dependency on
foreign aid. The pace of political transition that saw
no less than nine leaders toppled by gun or ballot in the
nine months following the fall of 1990 has slowed to
a crawl, as many incumbent regimes have managed
to maintain military control while outmaneuvering
splintered oppositions” (p. 34).

The West stood by and watched as wily autocrats
honed their skills to beat back the democratic chal-
lenge. Africa’s democratization experience in the
1990s was marked by vapid Western pronouncements,
truculent duplicity, and scurrilous abandonment. When
the going got tough, the West cut and ran.

Although virtually all Western governments made
lofty statements about the virtues of democracy, they
did little to aid and establish it in Africa. There had
been more than 170 changes of government in Africa
since 1960, but one would be hard pressed to name
five countries that the West successfully democratized
from 1970 to 1990. The record since 1990 has been
dismal. Pro-democracy forces in Benin, Cape Verde
Islands, Zambia, Malawi, and other newly democrat-
icized African countries received little help from
Western governments, nor did democratic forces in
Ghana, Nigeria, or Kenya for that matter. This was not
the case in South Africa or Eastern Europe. In South
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Africa, the African National Council received funds
and materiel from Western governments. Similarly in
Poland, Solidarity received substantial assistance from
Western governments.

In 1993, “A Clinton administration review of US
foreign aid programs concluded they are often waste-
ful, incoherent and inconsistent with the administra-
tion’s objectives, and proposed a radical overhaul that
would abandon country-by-country funding. . . . Many
countries [receiving US aid] view these allocations as
something approaching ‘entitlements’ (Washington Post,
September 18, 1993; A8).

Leader-Centered

Second, the US—Africa policy was “leader-centered.”
It sought to develop warm, cozy relationships—euphe-
mistically called “partnerships”—with “new leaders”
of Africa. The Clinton administration invested much
faith in the rhetoric of some ‘“Abraham Lincoln,”
who was seeking to transform his African society.
By focusing almost exclusively on such Lincoln wan-
nabes, Western governments set themselves up to be
duped by hucksters. They parroted “democracy,” not
because they believed in it but because they knew that
was what unlocked the floodgates of Western aid.

To his credit, President Clinton paid more atten-
tion to Africa than previous US administrations. He
placed Africa on the front burner. But during his April
1998 trip, President Clinton painted an unrealistically
rosy portrait of Africa, making “giant steps toward
democracy and economic prosperity.” He hailed Pres-
idents Laurent Kabila of Congo, Yoweri Museveni
of Uganda, Paul Kagame of Rwanda, Meles Zen-
awl of Ethiopia, and Isaiah Afwerki of Eritrea as the
“new leaders of Africa” and spoke fondly of the
“new African renaissance sweeping the continent.”
Steeped in political correctness, President Clinton
appeased Africa’s tyrants with euphonious verbiage. In
Uganda, he apologized for America’s involvement in
the Trans-Atlantic slave trade but said nothing about
slavery next door in Sudan. In fact, for eight years,
President Clinton was silent about the enslavement
of blacks by Arabs in Mauritania and Sudan until
December 6, 2000, when he did denounce “the atroc-
ities of Sudan,” including “the scourge of slavery” on
Human Rights Day. Before then, however, his Sudan
policy had been crippled by a massive intelligence
debacle.

However, barely two months after President Clin-
ton’s return to the United States, Ethiopia and Eritrea
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were at war. They would pound each other, apologize
for innocent civilian casualties, take a break to bury
the dead, rearm, and then hammer each other again.
And the rest of the “new leaders”—so enthusiastically
embraced by President Clinton—were at each other’s
throats in the Congo conflict. As if the embarrassment
of seeing its friends at war was not enough, the admin-
istration’s other African “partners in development”
turned out to be quack reformers and crackpot dem-
ocrats.

Further, the “new African renaissance,” touted by
the Clinton administration evaporated and the “giant
steps” lauded by President Clinton turned out to be
ungainly baby steps. Africa’s growth rate in the 1990s
came nowhere near the 7 percent needed to reduce
poverty rates. It averaged a paltry 4.3 percent, which,
given a 3 percent population growth rate, meant stag-
nant per capita income. Accordingly, the list of African
economic success stories heralded by the Clinton ad-
ministration in 1994 (The Gambia, Burkina Faso,
Ghana, Nigeria, Tanzania, and Zimbabwe) shrunk
to two (Ghana and Burkina Faso) although four new
countries were added in 1998 (Guinea, Lesotho,
Eritrea, and Uganda). However, the coup in Guinea,
the senseless Ethiopian—Eritrean war, and the eruption
of civil wars in western and northern Uganda have
knocked off most of the new “success stories.”

Nor was Africa’s democratization process success-
ful under Clinton’s watch. Although Senegal and
Ghana made successful democratic transitions in
2001, the number of African democracies remained at
sixteen—out of fifty-four African countries. The
democratization process in Africa had stalled. Incum-
bent autocrats would appoint their own Electoral
Commissioners, empanel a fawning coterie of
sycophants to write the constitution, massively pad
the voters’ register; and hold fraudulent elections to
return themselves to power. For example, President
Gnassingbe Eyadema of Togo, who had ruled for
more than thirty-two years, stood for re-election on
June 21, 1998. His Kabye tribesmen who packed the
army, the police, and the bureaucracy, fudged the elec-
toral rolls, then intimidated and denied opposition
politicians access to the state-run media. Still, when
it appeared that Eyadema was losing, paramilitary
police halted the vote count, and burned the ballot
boxes, as well as the offices of Togo’s main opposition
leader, Gilchrist Olympio. President Eyadema was then
declared the winner. A few months later (September),
Mathieu Kegbe Koffi, a member of an opposition

party, was killed by an armed group in front of his own
family.

Since President Clinton took office in 1992, eleven
African countries imploded: Somalia (1993), Rwanda
(1994), Burundi (1996), Zaire (1996), Congo-Brazza-
ville (1997), Sierra Leone (1997), Congo (1998), Ethi-
opia/Eritrea (1998), Guinea (1999), and Ivory Coast
(2000). Clinton’s Africa policy came under fire even in
the black American community he sought to please.
In April 2000, black American Congresswoman Rep-
resentative Cynthia McKinney (D-Georgia) berated:
“I am sorry to say this administration has no Africa
policy—or what it has has tremendously failed” (7#e
Washington Times, April 14, 2000; A17). And in a Jan-
uary 2000 interview with The East African newspaper,
she described Clinton’s Africa policy as “such an abys-
mal failure.” “How can someone so friendly end up
with such an outrageous, atrocious, horrible policy that
assists perpetrators of crimes against humanity, inflict-
ing damages on innocent African people?” she asked.

Similar sentiments were expressed by Randall Rob-
inson, executive director of TransAfrica that spear-
headed the campaign against apartheid in South
Africa. He dismissed Clinton’s policies in Africa as a
“disaster.”

“Clinton promised a lot of things but we never got
one of them,” said Abdul Musa Baba, the workshop
manager from Ushafa—twenty miles from Abuja—
where President Clinton got an avenue named after
him and ecstatic crowds hailed him as Africa’s savior

(The Guardian, July 1, 2003).

Red Tape

Third, foreign aid allocations were often cocooned in
bureaucratic red tape and shrouded in secrecy. The
programs lacked transparency and the people being
helped were seldom consulted. In this way, the donors
set themselves up to be duped. A 1989 bipartisan
congressional task force of the US House of Repre-
sentatives Foreign Affairs Committee confirmed this:
“Current aid programs are so encrusted in red tape
that they no longer either advance US interests abroad
or promote economic development” (Wall Street Journal,
March 2, 1989; A16).

Two years later, the US General Accounting Office,
the Senate Governmental Affairs Committee, and
a presidential commission released a report in April
1992, which revealed severe management problems
at the USAID. Commenting on this report, the Washing-
ton Post noted: ““AID too often does not know whether
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its programs are efficiently run or how effective they
are,” the report said. . . . The review found that during
fiscal 1989 and 1990, AID evaluated the effectiveness
of only 125 of its 1,900 projects. . . . “The poor eval-
uation record had made it impossible for Congress to
make effective foreign aid decisions,” Frank Hodsoll,
Office of Management and Budget (OMB) deputy
director for management, said” (Washington Post, July
17, 1992; A10).

On the House floor, Congressman John Miller
(R—Washington) was even more scathing: “Over the
past couple of years, AID has been plagued with
mismanagement. Scores of AID employees have been
indicted for corruption. Commission after commission
has investigated AID and said this agency needs to be
reorganized” (Congressional Record, June 25, 1992; Vol.
138, No. 93).

Tied Aid and Cronyism

Fourth, much Western aid to Africa was tied and rid-
dled with cronyism, thereby eclipsing its effectiveness.
In 1995, a Foreign Aid study was conducted by the
Freedom Support Coalition, chaired by former Con-
gressman Dave Nagle, and its 1,000-page report was
released on October 12, 1995. “Mr. Nagle said in an
interview that 80 percent of foreign aid is spent in the
United States buying food, equipment, expertise, and
services. But he said many Americans wrongly believe
most [of] the $13 billion a year the US has been spend-
ing on foreign assistance goes directly to foreign lead-
ers” (The Washington Times, October 13, 1995; A17).

Even then, USAID was plagued with cronyism:
“Ninety-five percent of procurement went to a few
firms that only did business with AID. They were
inside-the-Beltway firms that employed former AID
staffers,” said Larry Bryne, the assistant administra-
tor for management (The Washington Times, August 19,
1996; A8). Known as “a cadre of Beltway Bandits, these
Washington-based firms, or firms with Washington
offices, were experienced in winning USAID contracts
and cornering a large portion of USAID contracts to
Central and Eastern Europe and the former Soviet
Union” as well (Wedel 1998, 27). Similarly, “an esti-
mated 80 percent of French aid comes back in salaries,
orders and profits,” according to Biddlecombe (1994).
Japanese aid is 100 percent tied. Chinese aid, how-
ever, 1s more than 100 percent tied. The Chinese insist
that their aid money not only buy Chinese goods but
must also employ Chinese workers!

A large part of the donor funds goes to feed a
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hungry Western NGO bureaucracy. Aggressive lob-
bying campaigns often are launched to provide justi-
fication for the continuation of food relief aid. Ken
Hackett, director of Catholic Relief Services, pitch-
ing the idea of food aid, told the US Congress: “Each
food aid dollar has at least a double impact. First,
the funds are spent primarily in the United States on
US commodities, processing, bagging, fortification,
and transportation. This enhances economic activity
and increases the tax receipts to the US government.
Second, the food is provided to people and countries
which cannot afford to import adequate amounts of
food on a commercial basis. Finally, when PVOs are
involved, we leverage funds and services and gain broad
public participation” (Maren 1997, 201).

How much of the food actually reaches the needy?
In the case of Save the Children, in 1994 less than 50
percent of the total of sponsors’ dollars actually went
in grants to field programs. Of that amount, about
half was given in grants to other organizations, which
also had their own salaries and expenses, before actu-
ally implementing the programs. Thus, much smaller
percentages of the money actually were devoted to
field programs. Even then, not all the programs on the
ground were defensible. Maren (1997) provided exam-
ples of such “idiotic projects”:

During the 1994 Somali crisis, Oxfam was teaching
refugees to grow onions and cabbages and peppers in
the refugee camp. The two Oxfam agriculturists discus-
sed their dilemma nightly: The idea behind their proj-
ect was to make refugees more self-sufficient. But if the
refugees were going to return to their nomadic way of
life, these skills wouldn’t be very useful. And if they were
going to settle down and become farmers, they'd need
to know a lot more about agriculture than how to grow
just a few cash crops. The Oxfam team drank their whisky
every night and wondered aloud why they were doing
what they were doing that day. (p. 98)

Because of Africa’s social system of extended fami-
lies, there is no such thing as an orphan. A child without
parents can always find an aunt, cousin, or some distant
relative to serve as a guardian. Yet “a Canadian group
arrived one day looking for orphans. They checked into
the local office of the National Refugee Commission
and were given permission to collect whatever orphans
they found. Thirty or forty children were gathered
together and loaded onto a truck and carted off to an
orphanage in Mogadishu, while their clan elders pro-
tested” (ibid., 95).

According to Claude de Ville de Goyet, director of
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the WHO’s emergency preparedness and disaster relief
coordination program in the Americas, such “crisis
junkies” do more harm than good:

Instead of supporting local emergency and medical ser-
vices, they inundate them with unrequested, inappropri-
ate and burdensome donations of clothes, medical equip-
ment and packaged food. Many misguided individuals
seem motivated as much by the chance to raise their own
profiles at home as by a genuine opportunity to do some
good. You see hundreds of small agencies turning up at
the scenes of disasters. Some of them pop up because
there is money or because there is media coverage, which
is emotionally appealing.

| visited the Balkans during the Kosovo crisis and frank-
ly I was astonished to see youngsters doing de-mining,
medical care and mental-health assistance. | wondered
what kind of previous experience they had. Some of
them did contribute very much. But people tend to con-
sider that, just because it is a European or American from
a developed country, they can do better than a national
would do in a disaster, | am sorry, but that is wrong. (The
Washington Times, September 4, 2000; A11)

Mr. De Goyet lamented that the cost of send-
ing helicopters to Mozambique in March 2000 was
not only too late to rescue the majority of the vic-
tims of massive flooding but also could have bet-
ter paid for thousands of villagers to rebuild their
shattered lives. Said De Goyet: “Dispatching West-
ern medical teams was worse than useless, as they
absorbed large chunks of the aid budget but arrived
long after the critical 24 hours when acute medical
care was needed. They then departed too quickly to
help local doctors deal with the long-term conse-
quences of the disaster’ (ibid.).

Poor Judgment

Fifth, Western governments and development agencies
failed to exercise prudence in granting aid and loans
to African governments. Much Western aid to Africa
was used to finance grandiose projects of little eco-
nomic value and to underwrite economically ruinous
policies. There are many horrifying blunders. In Sen-
egal, the United States built silos in 1983 and placed
them in locations peasant farmers never visited. In
the 1980s, Canada funded a fully automated modern
bakery in Tanzania, but there was no flour to bake
bread. In Somalia, the Italians funded a banana-boxing
plant, but the production capacity needed to make the
plant break even exceeded the country’s entire output

African woman going to work in the field

of bananas. And in northern Kenya, Norwegian aid
officials built a fish-freezing plant to help the Turkana
people in 1971 at a cost $21 million. The only prob-
lem was that the Turkana people do not fish; they raise
goats. The Associated Press (December 23, 2007) carried
a few other examples:

The World Bank’s private arm, the International Finance
Corporation, has found that only half of its Africa pro-
jects succeed. Many other donors have not done much
better.

Here are a few of the development projects in Africa
that went wrong:
Project: Chad-Cameroon oil pipeline to the Atlantic Ocean
Donor: World Bank
Cost: $4.2 billion
Where it went wrong: The pipeline was the biggest devel-
opment project in Africa when it was completed in 2003.
It was funded on condition that the money be spent with
international supervision to develop Chad. However, Pres-
ident Idris Deby’s government announced in 2005 that
oil money would go toward the general budget and the
purchase of weapons, or else oil companies would be
expelled. Now Deby spends the oil money on regime sur-
vival and rigged elections.

Project: Lesotho Highlands water project

Donor: World Bank, European Investment Bank, African
Development Bank

Cost: $3.5 billion

Where it went wrong: The project to divert fresh water
from the mountains for sale to South Africa and for
electricity began in 1986. But the electricity proved too
expensive for most people, and the diversion of so much
water caused environmental and economic havoc down-
stream. The development fund raised from selling the
water was shut down in 2003. The courts convicted
three of the world’s largest construction firms on
corruption charges and the project’s chief executive
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was jailed. Tens of thousands of people whose lives
were ruined by the diversion are still waiting for com-
pensation.

In Somalia, Italy sponsored 114 projects between
1981 and 1990, costing more than $1 billion. Accord-
ing to Wolfgang Achtner, an Italian journalist, “with
few exceptions (such as vaccination programs car-
ried out by NGOs [nongovernmental organizations),
the Italian ventures were absurd and wasteful” (Wash-
ington Post, January 24, 1993; C3). One example was
the $250 million spent on the Garoe-Bosaso road that
stretched 450 kilometers across barren desert but is
crossed only by nomads on foot.

Piero Ugolini, a Florentine agronomist who worked
for the technical unit of the Italian Embassy in Moga-
dishu from 1986 to 1990, revealed that most of Italian
cooperation projects were carried out without consid-
ering their effects on the local population. “Italian aid
program was used to exploit the pastoral populations
and to support a regime that did nothing to promote
internal development and was responsible for the death
of many of its people,” he said (cited in Washington Post,
January 24, 1993; C3).

Italian construction and engineering companies
that were awarded lucrative contracts for projects in
Somalia provided kickbacks to politicians in Rome
and Mogadishu. In fact, Italian colonies were divided
up among the politicians. Ethiopia, another former
Italian colony in the Horn of Africa, was awarded to
the Christian Democrats. The Socialist Party, which
got Somalia, flooded it with millions of dollars of aid.

Foreign aid debacles or blunders in Africa are
legion. The World Bank, for example, committed
numerous blunders in Africa. In 1987, it even sought
to build a regional headquarters in Addis Ababa
at a time when a civil war was raging in the country.
In June 1989, the Bank advanced $33 million to
Somalia for structural adjustment while a civil war in
the north was expanding. Maren (1997) wrote: “These
so-called development agencies [the IMF and the
World Bank] kept right on financing the destruction
of the country. Their actions were eroding Somalia’s
economy, making people poor, and, in a bizarre way,
creating a need for more and more aid, more and more
NGO:s. It was a cycle that eventually would consume
itself” (175).

The same blunders were repeated in Rwanda,
where a World Bank mission in September 1993 issued
a glowing report in April 1994—at the same time that
Rwanda descended into savage anarchy. In Algeria,
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also wracked by civil war, the World Bank and the IMF
were supporting economic reforms in 1994-95 (Wash-
inglon Post, August 3, 1995; 26). And when Ethiopia and
Eritrea began Africa’s most idiotic war in 1998—2000
over a worthless piece of real estate at Badme, with
both countries, among the poorest on earth, spending
more than $1 billion on arms, the World Bank contin-
ued to loan more than $1 billion to the two countries

(The New York Times, May 22, 2000; A9).

Western Duplicity

Sixth, Western donor governments and organizations
allowed themselves to be duped by shrewd and corrupt
African despots. Structural Adjustment Programs or
“adjustment lending” failed because of design flaws,
sequencing, pedagogical inanities, and a weak commit-
ment to reform. As noted, African dictators accepted
reform—both economic and political—only reluc-
tantly. And even when they accepted it, they performed
acrobatics over it. As the Cato Institute reported in its
Economic Development Bulletin No. 2,

Foreign loans and aid programs in Africa were badly
monitored and often stolen by corrupt bureaucrats.
“We failed to keep a real hands-on posture with aid,”
said Edward P. Brynn, former US ambassador to Ghana.
“We allowed a small, clever class that inherited power
from the colonial masters to take us to the cleaners.
It will take a whole lot of time and money to turn Africa
around.” (September 14, 2005)

Even worse, donor agencies seldom agreed among
themselves. A case in point was Mozambique in 1995.
The IMF demanded budget cuts to squeeze out infla-
tion. On the other side, aid-giving governments argued
that if IMF went on squeezing, there would be nothing
left to adjust. Western ambassadors in Mozambique,
including US Ambassador Dennis Jett, wrote a stiff let-
ter to IMF headquarters in Washington complaining
about “obsession with monetary targets and no interest
in the lives of ordinary people” (The Economist, October
28, 1995; 46). The IMF did not back down.

More maddening, the donor agencies knew or
should have known all along the motivations and
activities of corrupt African leaders and that billions
of aid dollars were being spirited into Swiss banks by
greedy African kleptocrats.

In a letter to the editor of The Washington Times,
Stephen Thomillionon was furious: “The infusion of
cash strengthens corrupt ruling classes and encourages
the continuation of disastrous socialist policies. Thus,
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the World Bank becomes, in effect, the partner of cor-
rupt, oppressive, often brutal regimes” (The Washington
Times, June 20, 1995; A18). As Gourevitch (1998) noted
in regards to the late Rwandan president General
Juvenal Habyarimana, “Development was his favor-
ite political word and it also happened to be a favor-
ite word of the European and American aid donors
whom he milked with great skill” (p. 69).

World Bank loans and foreign aid to Africa bailed
out tyrannical regimes. After its economy was shattered
by crass “revolutionary” policies in 1983, the Marx-
ist PNDC regime in Ghana found its days numbered.
The Soviets and Cubans could no longer provide
assistance. It made overtures to the West, which re-
sponded with alacrity, eager to win one more ‘“con-
vert.” The regime signed a structural adjustment agree-
ment with the World Bank in 1983. Slight improve-
ments in the economy were hysterically hailed and
Ghana was declared a “success story,” a “role model
for Africa.” Twelve years later and after the infusion of
more than $4 billion in World Bank loans and
credit, the World Bank itself admitted in its own 1996
Country Assessment Report that declaring Ghana a
“success story” was a mistake and not in the country’s
own best interest.

Events were similar in Mozambique and Angola,
whose economies had been devastated by years of
senseless civil wars. The Marxist regimes in both coun-
tries, under siege from freedom fighters, were about to
collapse. They did what any clever Marxist would do
to survive: blamed apartheid South Africa for funding
Insurgency activity in their country, eschewed doctri-
naire Marxism, expunged all references to this ideology
from government documents, and signed a structural
adjustment agreement with the World Bank. Eager
to woo these countries from the Soviet orbit, Western
financial and technical assistance poured into Mozam-
bique in the late 1980s, at the rate of $800 million
a year. Britain even provided military assistance and
personnel to help Zimbabwean forces crush the
insurgents in Mozambique and to rebuild and reopen
the Beira Corridor that allowed goods to flow from
the interior to the port city of Beira. Suddenly, these
resistance forces or freedom fighters, who for years
had put up a courageous struggle against brutal Marx-
1sm, were now characterized as “bandits” and forsaken
by the West.

The same fate befell the resistance forces in Angola.
In July 1989, when Angola was faced with imminent
economic collapse, President dos Santos took up mem-

bership in the IME A year later his government for-
mally abandoned Marxist-Leninism and announced
that it would introduce a market economy. The new
Clinton administration cheered and the State Depart-
ment made diplomatic exchanges with Angola. Dos
Santos was invited to the United States, just as Jerry
Rawlings was officially invited. The rehabilitation and
bailout of Marxist “tin gods” was complete.

In this way, World Bank-sponsored SAP provided
failing regimes the door to redemption in the West
and, more important, to their own survival. Had the
World Bank insisted on signing SAP agreements with
only democratic countries and those at peace, the
course of history in Ghana, Mozambique, and Angola
would have been different and their people would
have breathed easier. The very act of signing such an
agreement was an admission of failure. Johnson (1993)
noted that

Western experts who had backed the rapid transfer of
power argued that Africa, in particular, was going through
a difficult transition, and that patience—plus assistance
of all kinds—was imperative. That view is now discred-
ited. During the 1980s it came to be recognized that
government-to-government aid usually served only to
keep in power unsuccessful, unpopular and often vicious
regimes. By the early 1990s, some international agencies
were beginning to openly argue that, in crisis situations,
like the famine in East Africa, a Western military presence
was essential to supplement a largely nonexistent govern-
ment. (p. 7)

Uganda, dependent on foreign aid for 55 percent of
its budget, was hailed as a “success story” by the World
Bank and the IME despite growing concerns about its
democracy, defense spending, its inane intervention in
the Congo conflict, and rampant corruption. Yet, on
December 11, 1999, Uganda’s aid donors announced
the country’s biggest-ever dollop of aid: §2.2 billion,
with no visible strings attached. Of this, $830 million
was to be given quickly as budget support and the rest
was to come in chunks over three years. “Cynics might
say that Uganda can hold the world to ransom because
the World Bank, the IMF and the other foreign donors
cannot afford to let their star pupil go under” (7 /e Econ-
omist, February 12, 2000; 61).

The Foreign Aid Circus

Finally, foreign aid has now become something of a
circus and a growth industry, employing hundreds of
thousands of people. It is replete with its own lobby-

177



APPLIED ECONOMICS FOR AFRICA

ists and influence peddlers. In this industry can be
found a cacophonous gaggle of Western donors and
multilateral financial institutions, such as the World
Bank, the IMF, Western academics, scholars, various
policy wonks, NGOs, human rights advocacy groups,
anti-poverty activists, Hollywood stars, rock stars,
and a swarm of “fly-by-night” experts who gain
“Instant knowledge” after a mere one-day stay in a
developing country. They seldom agree among them-
selves. There is little coordination among them. There
1s no road map or concerted action. Each does their
own thing

Every decade or so, they launch various grand ini-
tiatives to help pull the world’s poorest continent out of
its economic miasma. Mega-plans are crafted to launch
international rescue missions for Africa. Emaciated
bodies of famine victims are paraded on television.
Hollywood stars cradle rail-thin babies. Acrimonious
wrangling over financing modalities ensues. Years slip
by. Then a decade later, another grand Africa initiative
is unveiled. Back in 1985, there was Live Aid and a
“Special Session on Africa” held by the United Nations
to boost aid to Africa. Then on March 15, 1996, the
United Nations launched a $25 billion “System-Wide
Special Initiative on Africa” to revive development.
The initiative, to cover the period 1996 to 2006, was
to develop programs in education, health, government,
sanitation, and peace-building. In announcing the
initiative simultaneously around the world in Africa,
Europe, and the United States, the UN Secretary-Gen-
eral Boutros Boutros-Ghali warned that Africa was in
danger of becoming the “lost continent” (7he Washing-
ton Times, March 16, 1996; A9).

In the same year, the World Bank and the Inter-
national Monetary Fund launched a program called
“Highly Indebted Poor Countries (HIPC) Initiative.”
Initially; it called for debt relief for poor countries that
undertook economic reform. Although most of the
countries were in Africa, only eight countries, including
five in Africa, qualified for debt relief totaling $6.5 bil-
lion by September 1998. Uganda had $650 million in
debt cancelled. Subsequently, Ghana and Zambia had
their debts reduced by some $100 million.

Not to be outdone, in 1996, the US House of Rep-
resentatives passed the “Africa Growth and Opportu-
nity Act” (AGOA, HR 434). The bill grew out of the
recognition that the old donor-recipient approach had
failed. Said Representative Jim McDermott: “We
propose to move away from, ‘If you reform your
economy we will give you development assistance’ to
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a more dynamic response that says, ‘If you liberalize
your trade, political and economic policies, we will
expand our trade and investment relation with you™
(Congressional Testimony, August 1, 1996; 7).

In September 2003, the plight of Africa again took
center stage at a UN conference with clockwork preci-
sion. But little resulted from these initiatives. It is easy to
be cynical about all this help for Africa, which, in some
cases, may be characterized as “opportunistic compas-
sion.” With its plight worsening over the years, Africa
became an opportunity for people secking redemption
or a chance to advance their own careers or egos. Over
the years, various Hollywood celebrities and rock stars
have flown to Africa to “cut their compassion teeth.”
What better opportunity is there than to be seen
cradling the emaciated body of a famine victim?

In 2006, Madonna, the US pop music star, flew
to Malawi and adopted David Banda as her son and
brought him to London before his adoption was final-
ized in 2008. On March 28, 2009, she flew to Malawi
again to adopt a three-year-old girl, Chifundo James,
to be a sister to David. This time her application
was rejected on grounds that prospective parents must
be resident in Malawi for eighteen to twenty-four
months. The rule had been waived for the first adop-
tion. In declining the application, Judge Esmie Chondo
voiced concerns about the potential ramifications
a ruling in Madonna’s favor might have on adopted
children’s human rights. “By removing the very safe-
guard that is supposed to protect our children, the
courts by their pronouncements could actually facil-
itate trafficking of children by some unscrupulous
individuals,” she said (http://news.bbc.co.uk/2/hi/
entertainment/7980951.stm). The judge also noted
that Chifundo had been placed in one of Malawi’s
best orphanages and no longer suffered the severe pov-
erty endured after her mother died in childbirth. “It is
evident that Chifundo James no longer is subject to
the conditions of poverty at her place of birth,” she
said in the ruling. Malawi’s highest court overturned
the ruling.

In another case of celebrity involvement in Africa,
jailbird Paris Hilton claimed she was a changed woman
after spending twenty-three days in jail in 2007 for
violating her probation on a DUI charge. “Before,
my life was about having fun, going to parties—it was
a fantasy. But when I had time to reflect, I felt empty
inside. I want to leave a mark on the world,” she offered.
So she embarked on a mission—to ‘“help Africa.”
She said she would be going to Rwanda for five days,
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visiting schools and health-care clinics and staying
in decidedly un-Hilton-like accommodations. “I'm
scared, yeah. I've heard it’s really dangerous . . . I've
never been on a trip like this before” (Newsweek, Octo-
ber 22, 2007; 58).

The Western media loves all this. It brings the celeb-
rities instant recognition. But what real long-term solu-
tions do these celebrities bring to Africa? And who is
held accountable if their programs don’t work?

The fact is, nobody in the development aid indus-
try is held accountable for their mistakes and blunders
either. They simply move on to the next crisis to dis-
pense vile advice. Nor is there any effort made to listen
to those who are being “helped.” The “we-know-best”
attitude stands in the way. There are so many Western
groups and activists who claim to be helping a people
in the developing countries that they don’t understand.
Get this: The people being helped must speak for
themselves, but they need freedom of expression to do so.
Real reform begins with intellectual freedom and the
flip-side of ntellectual freedom is the free media in their
respective countries.

Africa was so ecstatic over Barack Obama’s pres-
idential election victory in 2008, describing him as
‘Africa’s own son.” He was expected to do much more
for Africa than previous US presidents. Africa Growth
and Opportunity Act (AGOA) was former President
Clinton’s signature program. Former President George
W. Bush had also checked in with the President’s Emer-
gency Plan for AIDS Relief (PEPFAR).

Most Africans placed hope for change in Obama
but became disappointed in his US—Africa policy. At a
symposium of the G-8 Summit in Washington DC on
May 18, 2012, the Obama administration announced
the four pillars of US—Africa policies: strengthen dem-
ocratic institutions; spur economic growth, trade, and
investment; advance peace and security; and promote
opportunity and development. None of the countries
he visited in Africa met these goals.

Egypt, the first country he visited, became a mess
after the Arab Spring. “Africa does not need strong-
men; it needs strong institutions,” Obama told Gha-
na’s Parliament in July 2009. But “every institution in
Ghana is corrupt,” Hon Ken Agyapong, an opposition
MP, claimed (https://goo.¢l/jp5r83). Worse, the coun-
try which Obama hailed in 2009 was seeking an IMF
bailout in 2016.

In Kenya, Obama’s fatherland which he visited in
July 2015, legislators make more than their US coun-
terparts. Opposition leader Raila Odinga claimed that

$1.9 billion of Eurobond funds have been embezzled
(Standard, January 14, 2016, https://goo.gl/7a083h).
Ethiopia which Obama also visited, practices “revolu-
tionary democracy.” Its ruling regime—the Ethiopian
People’s Revolutionary Democratic Front (EPRDF)—
won all parliamentary seats in the May 2015 elections.
Some democracy.

In 2001 when Bush declared war on terrorism, all
sorts of shady African despots suddenly claimed that
they too were fighting terrorists in order to receive US
aid when they themselves were sponsors of state ter-
rorism against their own people. In 2017, Ethiopia was
still an “ally,” receiving billions in Western aid. It labels
and jails journalists and even bloggers critical of its pol-
icies as “terrorists” (Committee to Protect Journalists,
https://cpj.org/2013/02/attacks-on-the-press-mis-
using-terror-laws.php). Africa’s unpopular President
Jacob Zuma steadfastly undermined democratic insti-
tutions. He was accused of using public funds on his
private mansion at Nkandla.

In August 2014, the White House lowered the bar
further by inviting leaders from some fifty African
countries for a US—Africa Summit. They included var-
ious rogue leaders who have repealed constitutional
term limits; flagrant abusers of human rights; military
despots as well as some who have been in power for
more than thirty years.

Under President Obama’s watch, the democracy
needle barely moved—stuck at sixteen out of the fif-
ty-five African countries. To be sure, “Africa Rising”
was the giddy buzzword under Obama but he was
not the main architect. Fueled by China’s demand for
its raw materials, Africa’s growth rate rocketed to 5.1
percent in 2013; its best performance in decades. The
slowdown in China’s economy, however, threatened
to unravel gains made in African economies—from
Ghana to South Africa. To help ameliorate the dis-
comfort, China pledged $60 billion in aid (7%e New York
Times, November 14, 2015). This was well intentioned,
perhaps, but a far cry from Africa’s deep-seated struc-
tural problem. Between 1960 and 2010 Africa received
$1 trillion in foreign aid from the OECD but over §1
trillion in loot was shipped out of Africa. Said a tra-
ditional chief, “Here in Lesotho, we have two prob-
lems: rats and the government” (Health & Development,
March/April, 1989; 30).

Obama’s signature project was “Power Africa,” a
modest $7 billion project coordinated by USAID with
a goal of doubling electricity access in Sub-Saharan
Africa over five years. But it got off to a sputtering start.

179


https://goo.gl/7ao83h
https://cpj.org/2013/02/attacks-on-the-press-misusing-terror-laws.php
https://cpj.org/2013/02/attacks-on-the-press-misusing-terror-laws.php
https://goo.gl/jp5r83

APPLIED ECONOMICS FOR AFRICA

When Obama introduced Power Africa during a
visit to Gape Town in 2013, he said the program would
provide “a light where currently there is darkness,
the energy needed to lift people out of poverty” (The
New York Times, July 21, 2015). But little progress was
made.

Nigerian officials say that while they welcome the Power
Africa initiative, they have only had conversations about
potential projects.

“I am not aware of any concrete plans for power plants
that have emerged as a result of Power Africa,” said Sam
Amadi, chairman of the Nigerian Electricity Regulatory
Commission, the country’s electric power regulator. (ibid.)

Having seen his Power Africa initiative fizzle,
Obama settled for a paltry power project—the Elec-
trify Africa Act—that would bring electricity to
50 million of Africa’s 1.2 billion people, leaving
Obama’s US—Africa legacy in tatters.

On the Recipients’ Side

It is easy for African leaders to put blame somewhere
else, for example, on Western aid donors or on an
allegedly hostile international economic environment.
But as the World Bank (1984) observed, “Genuine
donor mistakes and misfortunes alone cannot ex-
plain the excessive number of ‘white elephants™
(p. 24). Certainly, the recipients—African govern-
ments—were also responsible for the failure of aid
programs.

It must be stated that there is nothing wrong with
borrowing money. The cardinal principle of borrow-
ing, however, requires that the loan be used produc-
tively to generate a net income over and above that
required for debt repayment or amortization. Unfortu-
nately, this was not the case in many African countries.
External loans were not used productively. Some were
used to finance reckless spending; to establish grand-
iose loss-making state enterprises and other “black
elephants”; to purchase weapons to slaughter the
African people; while the rest was simply squandered.

Consumption Loans

There are three ways in which foreign aid or loans are
“consumed.” The first is borrowing from abroad to
finance a budget deficit on the budget current account.
Such a loan simply finances recurrent expenditures;
for example, paying civil servants’ salaries. The use
of the loan generates no foreign exchange or return
to pay back the loan. Ghana has had chronic budget
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deficits. In September 2014, the wage bill of Ghana’s
government consumed 70 percent of the budget and
it approached IMF for a bailout. In Zimbabwe, the
government spent 80 percent of its revenue on
the wage bill (<imbabwe Independent, February 13, 2015).

Obviously, such borrowing to cover a wage bill was
consuming the loan. If aloan is used to finance a deficit
on the capital account, such as a new office building
or telephone system, it must produce or save enough
foreign exchange to service the loan. But in general,
this is difficult to achieve.

A second type of consumption loan is borrowing
abroad to finance imports of consumer goods (corned
beef, sardines, Mercedes Benzes, TV sets, etc.). In this
case, a loan is simply consumed and there will be noth-
ing to show for it; no foreign exchange saved or earned.
Ghana, Nigeria, and Cameroon borrowed much to
buy consumer goods. In the early 1980s, for example,
more than half of Tanzania’s imports were financed by
loans from foreign governments (foreign aid).

The third type of consumption loan is that taken
to purchase arms and ammunition—the most useless
and pernicious use of foreign aid. BANG, BANG,
BANG, and the loan goes up in smoke. No income
generated to repay the loan. Ethiopia, Angola,
Mozambique, Libya, Chad, Somalia, and Uganda
all took foreign loans to buy weapons to wage various
campaigns. If conflicts can be settled through dialogue
and negotiation at very little cost, then what is the
sense for a poor nation to borrow heavy amounts
and wage military conflicts? What Africa spends
on arms—much of which is bought with for-
cign loans—in the teeth of its famine crisis, defies
logic. In Africa’s most idiotic war between Ethio-
pia and Eritrea (1998-2000), both countries were
spending $1 million a day on weapons while their
people were being ravaged by AIDS and famine.

According to figures from the Institute for International
Strategic Studies in London, Ethiopia, a country of 60
million, spent $480 million on arms in 1999; Eritrea,
a nation of 3 million, spent $306 million. They spent
slightly smaller amounts in 1998.

This year [2000], Ethiopia’s defense budget is set to rise
to $533 million. Yet before the first outbreak of war in
1998, Ethiopia’s defense budget was a little more than
$100 million, the Institute said.

In the last four years, Ethiopia received $924.9 million
from the World Bank, more than two-thirds of it in 1998
after a first round of fighting, according to the World
Bank. Eritrea, a much smaller country, received less. The
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World Bank never threatened to stop the money, bank
officials said, although Ethiopia lost its program with
the IMF because of excessive military spending. (The New
York Times, May 22, 2000; A9)

Unproductive Investments:
Prestigious “Black Elephants”

Though foreign aid was used to finance specific devel-
opment projects, they tended to be grandiose projects
and state enterprises, dictated more by considerations
of prestige than by concerns for economic efficiency.
The late Mobutu Sese Seko of Zaire once declared,
“I know my people. They like grandeur. They want us
to have respect abroad in the eyes of other countries”
(The Wall Street Journal, October 15, 1986). Accordingly,
half of Zaire’s foreign debt of $6 billion went to build
two big dams and the Inga-Shaba power line, as well
as a §1 billion double-decked suspension bridge over
the Congo River. The upper level was for a railroad
that did not exist.

By 1983, Ghana had more than 240 state enter-
prises (SEs) but their performance was nothing short
of scandalous. Those enterprises, set up with for-
eign loans, were supposed to earn or save Ghana the
foreign exchange needed to service or pay back the
loan. Instead, they racked up losses upon losses, and
used up more foreign exchange to compound the debt
crisis. The state enterprises could not fill the shortfall
in production. Inevitably, the results were greater
inefliciency, excess capacity, and economic retrogres-
sion. In Chapter 6, we provided a compendium of
scandalous operations of state-owned enterprises.

Lack of Commitment to Reform

African dictators accepted reform—both economic
and political—only reluctantly. And even when they
accepted it, they performed what we earlier called the
“Babangida Boogie”—one step forward, three steps
back, a flip, and a sidekick to land on a fat Swiss bank
account. They manipulated the process and came out
ahead for themselves . . . at the expense of their coun-
tries.
= Ask them to privatize inefficient state enterprises
and they would sell the companies to themselves
and their cronies at fire-sale prices. In 1992, in
accordance with loan conditionalities, the Govern-
ment of Uganda began a privatization effort to sell
off 142 of its state-owned enterprises. However,
in 1998, the process was halted twice by Uganda’s
own Parliament because, according to the chair of

a parliamentary select committee, Tom Omongole,
it had been “derailed by corruption,” implicating
three senior ministers who had “political respon-
sibility” (The East African, June 14, 1999). The sale
of these 142 enterprises was initially projected to
generate 900 billion Ugandan shillings or $500 mil-
lion. However, by the autumn of 1999 the revenue
balance was only 3.7 billion UShs.

Ask them to develop their economies and they

will develop their pockets. Ask them to seek foreign
investment and they will seek a foreign country

to invest the loot.

Ask them to trim their bloated bureaucracies and
cut government spending and they will establish

a “Ministry of Less Government Spending” (Mali).
Ask them to establish a market-based economy and
place more emphasis on the private sector and they
will create a “Ministry of Private Enterprise,” as
Ghana did in 2002.

Ask them to establish good governance and they
will set up a “Ministry of Good Governance”
(Tanzania).

Ask them to establish democratic pluralism and
they will create surrogate parties, appoint their own
Electoral Commissioners, empanel a gang

of lackeys to write the constitution, inflate the
voter’s register, manipulate the electoral rules,

toss opposition leaders into jail, and hold coconut
elections to return themselves to power.

Ask them to fight corruption and they will set up
an anti-corruption commission with no teeth. And
when the anti-corruption czar sniffs too close to the
fat cats, they would write a White Paper to exon-
erate the corrupt ministers fingered, as happened
in Ghana in 1996. Or they would immediately
shut the commission down. In Kenya, the czar,
John Githongo, had to flee Kenya for Britain after
receiving death threats. In Nigeria, Mallam Nuhu
Ribadu was sent off to Britain for “further studies”
in 2006. Zambia’s anti-corruption czar, Maxwell
Nkole, was sacked on August 29, 2009. In Tanza-
nia, as previously stated, the entire Cabinet was dis-
solved in February 2008 over a corruption scandal
involving the award of a $172.5 million contract

to a Texas-based company that did not exist. Then
it was discovered that the anti-corruption czar, Dr
Edward Hosea, himself was implicated. In South
Africa, the Scorpions, an effective anti-corruption
unit was disbanded by President Thabo Mbeki in
October 2008. The Scorpions were quite effective,
securing a conviction rate of nearly 90 percent.
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Following allegations of corruption, the Scorpions
raided homes of high-ranking politicians within the
ANC Party, including then Deputy President Jacob
Zuma, former Transport Minister Mac Maharaj,
and Durban businessman and Zuma’s former
financial adviser, Schabir Shaik. Shaik was con-
victed on fraud and corruption charges relating to
South African arms deal. Charges against former
Deputy President Jacob Zuma were dropped.

When Lamido Sanusi, the governor of Nigeria’s
central bank, accused the state oil company, the Nige-
rian National Petroleum Corporation (NNPC), of
failing to remit $20 billion in revenues to government
accounts, he was sacked by President Goodluck Jona-
than for “financial recklessness and misconduct” (BBC
News, March 11, 2014). As The Economist (March 1,
2014) noted:

Eighteen months ago (August 2012) the former anti-
corruption tsar, Nuhu Ribadu, claimed tens of billions of
dollars in oil-and-gas revenue had been siphoned off in
2002-12. The president ordered three reports into it,
but they never saw the light of day—if they exist at all—
and no one was prosecuted. Months later the Nigerian
Extractive Industries Transparency Initiative, part of a
global lobby for transparency in natural-resource rev-
enues, revealed a leakage of more than $9.8 billion in
1999-2008. (p. 41)

The reform process in Africa has stalled through
vexatious chicanery, strong-arm tactics, willful decep-
tion, and vaunted acrobatics. In 2017, only seventeen
out of the fifty-five African countries were democratic
and fewer than eight African countries were “economic
success stories.” Intellectual freedom remained in the
Stalinist era: only eight African countries had a free
and independent media. Without new leadership and
genuine reform, more African countries were destined
to implode.

Corruption, Fraud, and Shady Deals

Considerable evidence exists to suggest that many for-
eign loans were contracted under rather dubious and
corrupt circumstances. Ghana foreign debt stood at $5
billion in 1995 with a population of seventeen million.

To finance its industrialization drive, Nkrumah
borrowed heavily from abroad under supplier’s credit,
which we discussed above. In a supplier’s credit ar-
rangement, an equipment peddler would sell Ghana
equipment over a period of time, generally four to six
years. The peddler then would obtain credit from pri-
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vate banks and have it guaranteed by his own country’s
governmental export credit insurance organization.
After this arrangement, any future dealings would be
between Ghana and the export credit organization; not
with the peddler. He was paid and gone.

Under supplier’s credit arrangements, Ghana
bought in many cases obsolete equipment at inflated
prices and contracted a huge foreign debt between
1961 and 1966, as we saw carlier. For example, recall
the expensive three Ilyushin jets Ghana bought from
the Soviets, at a time when Ghana Airways was hav-
ing difficulty filling its planes. They turned out to be
old jets that had been repainted. There had been
persistent allegations of corruption and fraud in the use
of aid to Ghana: “The British environmental group,
Iriends of the Earth, says millions of dollars in over-
seas ald—going to Ghana’s timber sector—had been
diverted by local and foreign logging firms which
got development aid from the British Overseas
Development Administration and the World Bank”
(The African Letter, March 16-31, 1992; 1). Even refugee
aid was not spared. Mattresses, rations, and other relief
supplies to Liberian refugees encamped at Budunbu-
ram in Ghana were regularly pilfered by the author-
ities. When a Liberian refugee by the name of Oscar
complained, “the Ghanaian soldiers beat him” (Index
on Censorship, April 1996).

External loans contracted privately on behalf of
Ghana were subject to much abuse and fraud:

A Member of Parliament for the Wassa-Mpohor con-
stituency [Mary Stella Ankomah], has disclosed that
the government pays agency fees on loans it contracts.
Miss Ankomah also said that the government pays what
it terms “exposure fees” before loans are granted to the
country.

The MP explained that the government claims it pays
middlemen, who lead Ghana to negotiate loans on its
behalf, a certain percentage that these agents demand.

She said when the minority Million smelt some fishy
deals in the whole exercise, they invited the Deputy Min-
ister of Finance, Mr. Victor Selormey, to explain the term
“agent and exposure fees” to the House.

According to Miss Ankomah, the Minister said there
are some benevolent Ghanaians in the United States
who negotiate loans for the country under the con-
dition that they are paid a certain percentage. Under one
of such conditions, the MP said the government paid out
27 percent of an $8 million loan recently given to the
country by a European country.

The MP wondered how a country with a Minister
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of Finance and an economic team which oversees the
economic performance of the country should contact
an agent in contractual bids. She described the Minister’s
explanation as a big farce. (The Independent, August 28—
September 4, 1996; 1)

In the late 1990s, loans provided by the World
Bank for various poverty-reduction programs were
embezzled by elite bandits. As mentioned in Chapter
5, according to the Serious Iraud Office, 130.3 mil-
lion cedis (or $20,000) of the World Bank’s poverty-re-
duction program, intended for the small community
farmers of the Afram Plains was embezzled, as was
58 million cedis to Ghana’s Statistical Service to
conduct a survey and compile core welfare indicators.
In addition, 155.4 million cedis provided to the Ghana
Statistical Service for a “Living Standards Survey”
were misappropriated.

In 1997-98, 650 million cedis (about $278,000)
granted to the Tema Municipal Assembly for its Pov-
erty Alleviation Programme disappeared. No record
can be found for the money having been spent on any
projects to alleviate poverty, for which it was intended
(Free Press, January 13—19, 1999; 1). “Political observers
questioned the Assembly’s integrity under the leader-
ship of Nii Armah Ashietey. ‘He calls himself a mafia
and says only God can remove him from the Assem-
bly,” an observer remarked, adding that he is a law unto
himself so far as matters of the municipality are con-
cerned” (ibid.).

Goosie Tanoh, leader of the National Reform Party,
disclosed that “‘It is an open secret that so many grants
from Japan, Canada, USA and Britain had been given
to party functionaries who have misapplied 1t (T#e
Ghanaian Chronicle, August 14, 2000).

In Kenya, Nairobi’s deputy mayor, Abdi Ogle,
demanded the resignation of the World Bank’s
country director for Kenya, Harold Wackman (a
Canadian), accusing him of turning a blind eye to
embezzlement of an emergency loan of $77.5 mil-
lion in July 1998 to repair infrastructure damaged by
heavy rains. “Not a cent of this money has come to the
City Council because it has disappeared into private
pockets within the Ministry of Local Government,”
fumed Ogle, who also demanded the resignation of
the Minister, Sam Ongere (Daily Graphic, January 9,
1999, 5).

In June 1999, the EU announced that it had sus-
pended aid to Ivory Coast after discovering that
about $30 million donated for health programs had
apparently been misused. The Ivory Coast authori-

ties arrested four senior government officials for ques-
tioning in connection with the alleged embezzlement
(BBC World Service, July 18, 1999).

And at the International Conference on AIDS and
Sexually Transmitted Diseases in Africa in Lusaka in
September 1999, former Nigerian health minister
Olikoye Ransome-Kuti accused some African govern-
ments of stealing the bulk of funds meant for the pur-
chase of medical drugs. Kuti said many of the HIV/
AIDS patients could be saved and the epidemic effec-
tively controlled in the region if governments valued
the lives of their people and looked critically at the
ways funds were being spent. He added that it would
not be helpful to appeal for international aid toward
the procurement of drugs when the money was being
stolen by the governments. “Donors no longer listen to
our whines. I am also sure they will respond promptly
when our governments demonstrate a determination to
care for the people” (PanAfrican News Agency, September
13, 1999).

Mauritania, a poor arid West African country,
receives aid from wealthy Western countries. About
70 percent of it goes back as interest payments and
the rest is embezzled. “The chief opposition party,
Union des Forces Democratiques, claimed that since
1985, the government of ex-President Maaouya Ould
Sid’Ahmed Taya siphoned away $1.8 billion of aid
money for itself and its supporters. When the party
raised questions about the missing money, its leaders
were promptly thrown in jail. Mohammed Ould Laf-
dahl, the chief opposition spokesman, says debt relief
will go the same way as the original loans” (7he Econo-
mist, September 23, 2000; 52).

Summary and Conclusions

It has been evident that grandiose plans drawn up by
the African Union to accelerate development on the
continent have not yielded many good results. Fur-
ther, the plethora of initiatives taken by international
organizations, as well as the troupe of Hollywood and
music stars, though well intentioned, made little differ-
ence. Reform as a condition of World Bank loans was
not fruitful either—largely because of the resistance to
reform. The relationship with China could have been
a boon, but it became apparent that China had its
own interests in Africa and cared less about Africa’s.
Foreign aid can be useful, but its record in Africa has
been terrible. Moreover, foreign donors are also often
more interested in advancing their own interests in

Africa.
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Obviously, the record of official development assis-
tance in Africa under all phases has generally been
a dismal failure—a fact recognized by the donors. It
underscores their unwillingness to provide more aid
(donor fatigue). OECD aid to Africa fell by 22 percent
between 1990 and 1996, decreasing by 18 percent to
Sub-Saharan countries between 1994 and 1996 alone
(DeYoung 2000a, Al). Even humanitarian aid to Africa
began to shrink. Contributors to United Nations aid
and development programs provided slightly more
than half of the $800 million requested in 1999 for
African countries suffering from “complex emer-
gencies”—the term applied when war and failed
institutions (often combined with a natural disaster)
leave vast numbers of people homeless and starving.
Specific programs for some particularly problematic
areas, such as the Great Lakes region of Central Africa,
including the two Congos, Rwanda, and Burundi,
have fared even less well (DeYoung 2000b, Al).

Perhaps, the decline in foreign aid is just what Africa
needs. As Maritu Wagaw wrote: “Let Africa look inside
Africa for the solution of its economic problems.
Solutions to our predicament should come from within
not from outside” (New African, March 1992; 19).
Indeed, the aid resources Africa desperately needs can
be found inside Africa itself. Most African leaders don’t
use their heads, and tragically the Western donors who
give them aid money don’t use theirs either.

First, the amount African governments spend an-
nually on their militaries each year exceeds what they
receive in foreign aid. Foreign aid to Africa from all
sources amounts to $35 billion a year. According to
Stockholm International Peace Research Institute
(SIPRI), in 2013, military expenditures in Africa
amounted to §44.9 billion (https://bit.ly/20UYel7).

Second, the elites illegally transferred from Africa
at least $15 billion annually during the latter part of
the 1980s. By 1991, this trickle had become torrential.
According to The New York Tumes (February 4, 1996),
“The United Nations estimated that §200 billion or 90
percent of Sub-Saharan part of the continent’s gross
domestic product (much of it illicitly earned), was
shipped to foreign banks in 1991 alone” (p. 4). These
elites had too little faith to invest their ill-gotten wealth
in their own economies. Yet they urged foreigners to
invest in Africa.

“Capital flight and illicit financial flows out of
Africa cost the continent between $50 and $148 billion
per year,” according to UNECA (2014). At its lower
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bound, the number is about the same as the foreign aid
that flows into the continent.

Third, at least $35 billion annually could be saved
if Africa could feed itself, instead of importing food
(https://bitly/2N2wPcN). Foreign exchange saved is
foreign exchange earned. Fourth, another $5 billion
could be saved from waste and inefliciencies in Africa’s
3,200-odd state enterprises. This might entail selling
off some of them or placing them under new man-
agement. Fifth, the civil wars raging in Africa exact
a heavy toll in lost output, economic development,
and destroyed property. If Angola’s civil war alone cost
the country $1 billion annually, $10 billion would not
be an unreasonable estimate of the average annual cost
of civil wars throughout the continent. Adding up these
savings and the foreign exchange generated from inter-
nal sources would yield at least $100 billion annually,
compared with the $35 billion in aid Africa received
from all sources in 2013.

Abucket full of holes can only hold a certain amount
of water for a certain amount of time. Pouring in more
water makes little sense as it will all drain away. To the
extent that there are internal leaks in Africa—corrup-
tion, senseless civil wars, wasteful military expendi-
tures, capital flight, and government wastes—pouring
in more foreign aid makes little sense. As a first order
of priority, the leaks should be plugged to ensure that
the little aid that comes in, stays. As President Reagan
once stated, “Unless a nation puts its own financial and
economic house in order, no amount of aid will pro-
duce progress” (Bovard 1986, 2). To believe otherwise is
a myth. Kofi Annan, former UN Secretary-General,
said as much in a foreword on the issue for the Africa
Progress Report 2013: “Africa loses twice as much
in illicit financial outflows as it receives in international
aid” (p. iii). But African dictators continue to believe
that only more foreign aid will save Africa.

These observations suggest that Africa needs to look
within itself for resources to develop and it needs to
devise its own African solutions for African problems.
This assertion does not necessarily rule out foreign
help. Foreign governments, organizations, institutions,
and actors can help Africa but would need to pay heed
to the following injunctions:

1. Dispense with the belief that there is a “gov-
ernment” in place in the African country that cares
about its people, represents their interests, is responsive
to their needs, and holds economic and social develop-
ment as its main objective. The rigid adherence to this


https://bit.ly/2N2wPcN
https://bit.ly/2OUYe17

THE ENDURING LESSONS

belief, in the face of copious evidence that the institu-
tion of government has been transformed into a crim-
inal enterprise, is truly astonishing. To most Africans,
talk of development partnership by EU officials means
partnership with crooks and gangsters.

2. Distinguish between African leaders and the
African people. It is not necessarily true that helping
the “leaders” or the governments necessarily helps the
people. The two are not synonymous. In Africa, the
people are not the problem; their leaders and govern-
ments are. The Clinton administration’s Africa policy,
for example, was “leader-centered.” It sought out an
‘Abraham Lincoln” to develop a warm, cozy relation-
ship—euphemistically called “partnership”—with and
then “work with” him to transform his society. Most
of these African “Abraham Lincolns” the Clinton
administration formed “partnerships” with turned
out to be crooks with dubious democratic credentials.
The five African heads of state President Clinton hailed
in 1998 as the “new leaders of Africa” turned out to
be old wine in new bottles.

3. Distinguish between outcomes and the pro-
cesses or institutions required to achieve those
outcomes. While it would be desirable to have a dem-
ocratic Africa, based on the free-market system, these
are the outcomes of often long and arduous processes.
By focusing almost exclusively on the outcomes, the
Clinton administration set itself up to be duped by
hucksters.

For example, a market economy is a desirable out-
come, but it cannot be established without secure prop-
erty rights, the free flow of information, the rule of law,
and mechanisms for contract enforcement. Since these
processes or foundations are missing in modern African
economies, the free markets the Clinton administration
hoped to establish in these countries were mirages,
regardless of assurances by the so-called “new African
leaders.”

4. De-politicize Africa policy. The “feel-good”
Clintonian approach that placated African Americans
must be abandoned if a US administration desires
a more meaningful engagement with Africa that is
mutually beneficial. Causes championed by many
African American legislators may be well intentioned,
but they will not solve Africa’s problems. Native-born
African dissidents and exiles living in the United States
should be the additional or first source for advice.

5. Focus on building institutions. The existing
leader-centered paradigm must be demolished and
replaced with a new approach that places more empha-
sis on institution building. Leaders come and go, but
institutions endure. This author was overjoyed when
President Obama declared in July 2009 in Ghana’s
Parliament that “Africa does not need strongmen;
it needs strong institutions.” Unfortunately, Obama
did not push this dictum strongly enough. In August
2014, he invited to the White House fifty African heads
of state, many of whom had left their institutions in
tatters.

REVIEW QUESTIONS

1. Discuss one of the grand initiatives crafted to
develop Africa during the postcolonial era.
(20 points)

2. Why did many of these initiatives fail? (20 points)
3. Discuss the main features of NEPAD. (20 points)
4. Explain why NEPAD was a pipe dream (20 points).

5. How would you craft an African plan for develop-
ment? (20 points)

6. Why did African leaders sign up for Structural
Adjustment Programs (SAPs)? (20 points)

7. Discuss the main features of Structural Adjustment
Programs. (20 points)

8. Why did Structural Adjustment Programs fail in
Africa? (20 points)

9. Explain the difference between commodity-backed
loans and infrastructure for resources deals. (20
points)

10. Discuss an example of a problem deal. (20 points)

11. Has the entry of China helped or hurt Africa?
(20 points)

12. What were the real motives of China in Africa?
(20 points)

13. Does Africa need foreign aid? (20 points)

14. Why did many foreign aid programs fail in
Africa? (20 points)
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Chapter Seven
THE REAL OBSTACLES TO AFRICA'S DEVELOPMENT

"Most African regimes have been so alienated and so violently repressive that their citizens see the state and
its development agents as enemies to be evaded, cheated, and defeated if possible, but never as partners.
The leaders have been so engrossed in coping with the hostilities which their misrule and repression has unleashed
that they are unable to take much interest in anything else including the pursuit of development.”

—Nigerian scholar Claude Ake (1991b)

“The government has created a stateless state here in Angola. Each citizen is responsible for his own health and welfare
while the government is accountable to no one. The MPLA and UNITA are like two gangs and the people of Angola
are innocent bystanders caught in the middle of a drive-by shooting.”

—Rafael Marques, a journalist, jailed and convicted of defamation for a 1999 article in which he
characterized President Jose Eduardo dos Santos as a dictator (Washington Post, September 18, 2000; A1)

“Thousands of Angolans are dying of hunger because the country is mismanaged and the holders of power
have turned into a band of thugs who pretend to be managing a bank. Our bank. Our petrol. Our diamonds. Our riches.
But above all, our children, parents, brothers, and cousins, who they use as fodder for their diabolical cannons.”

—PADPA's pamphlet circulated in Angola (The Economist, February 3, 2001; 47)

“If the 20th century taught us anything, it is that large-scale centralized government does not work.
It does not work at the national level, and it is less likely to work at the global level.”

—Kofi Annan, UN Secretary-General (The New York Times, September 13, 2000; A12)

“The problem in Africa is precisely that there is no state to speak of. What exists are ramshackle gangs,
presided over by political thugs and military adventurists, generals who have never been to war, and rickety
old men who lack vision, who simply pretend to be governing, talk less of ruling, a society. In no African
social formation has this body, by whatever name it goes, been able to operate as a state.”

—Julius O. lhonvbere, Nigerian scholar, Keynote address at The All-African Student’s Conference,
University of Guelph, Guelph, Ontario, Canada, May 27, 1994

“Those who came toting guns and brandishing cutlasses [machetes] and shouting, ‘The 31st December
Revolution in Ghana is the culmination of the struggle of our people against injustice, indignity and exploitation,’
are themselves today meting out the worst injustice and indignities to us, and sucking the blood of the nation to the last drop.”

—Kwame Ashaai (Free Press, October 30-November 5, 1996; 5)

“It is so ridiculous that many of the relatively old leaders don’t want to step down; many of them are refusing
to accept the fact that they are no longer needed as leaders. People are fed up with appearance, and disappearance
and reappearance of the same names on political scene in the country [Tanzania]. Recycling of past leaders
in government has been the bane of political and leadership development in the country. Our leaders are often selfish
and arrogant as they claw themselves to the top and stick there by hook or crook. Politicians have made the
government an institute for harvesting. They are there to harvest and grab what they want.”

—Angel Navuri, an irate Tanzanian journalist (The Guardian, January 16, 2011)

“The fact that | now seek Obama’s assistance in locating and returning $150 billion in funds stolen
in the past decade and held in foreign bank accounts on behalf of former, corrupt officials is testament
to how badly Nigeria has been run.”

—Muhammadu Buhari, President of Nigeria, during a visit to the United States in July 2015
(Washington Post, July 21, 2015)
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The Predatory/Vampire State

Today, most Africans would insist that the three major
obstacles holding back Africa’s progress are catastrophic
failure of leadership, dysfunctional governments, and
corruption. They are all interrelated; for example, cor-
ruption is a stepchild of dysfunctional governments.
But for now, we will keep them separate.

The postcolonial leadership, with few exceptions,
established defective political and economic systems
in which enormous power was concentrated in the
hands of the state and ultimately one individual. The
political systems were characterized by “one-man dic-
tatorship” (or sultanism) and the economic systems
by “statism” or dirigisme, heavy state participation or
direction of economic activity. The rationale for the
adoption of these systems is well-known: the need for
national unity, ideological aversion to capitalism, and
the need to protect the newly independent African
nation against foreign exploitation.

Over time, these systems metastasized into a mon-
strosity, where government as it is generally known
ceased to exist. “Government,” as an entity, is totally
divorced from the people and perceived by those run-
ning it as a vehicle, not to serve, but to fleece the peo-
ple. The African state has been reduced to a mafia-
like bazaar, where anyone with an official designation
can pillage at will. So what we have in many African
countries 1s a “pirate or gangster state,” a government
hijacked by a phalanx of gangsters, thugs, and crooks
who use the instruments of the state to enrich them-
selves, their cronies, and tribesmen. All others are
excluded (politics of exclusion). The richest persons
in Africa are heads of state and ministers. And quite
often, the chief bandit is the head of state himself.

Moeletsi Mbeki, chairperson of the South African
Institute of International Affairs, and brother of ex-
President Thabo Mbeki, said,

The average African is poorer (now) than during the
age of colonialism. Whereas colonialists had developed
the continent, planted crops, built roads and cities, the
era of uhuru had been characterized by capital flight
as the elite pocketed money and took it outside their
countries. Among them were the late Nigerian dicta-
tor Sani Abacha. The money Abacha had plundered had
been discovered in Switzerland. . . . In the 1960s African
elites/rulers, instead of focusing on development, took
surplus for their own enormous entourages of civil
servants without plowing anything back into the coun-
try. The continent’s cash crops, like cocoa and tobacco,
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were heavily exploited by the state-run marketing
boards with farmers getting little in return.” (The Mercury,
September 22, 2004)

Their primordial instinct is to loot the national
treasury, perpetuate themselves in power and brutally
suppress all dissent and opposition. And the worst part
is, they do not invest their booty in their own African
countries, choosing instead to stash it in Swiss and
foreign bank accounts. According to a United Nation’s
estimate, in 1991 alone, more than $200 billion in
capital was siphoned out of Africa by the ruling elites
(The New York Times, February 4, 1996; 4). Note that
this amount was more than half of Africa’s foreign debt
of §320 billion. A UN Report on Global Corruption,
released in Vienna says that up to §30 billion in aid
for Africa, twice the GDP of Ghana, Kenya, and
Uganda combined, has ended up in foreign bank
accounts (New Vision, April 15, 2000). Furthermore,
as we saw 1n the previous chapter, capital flight out of
Africa, on an annual basis, exceeds what comes into
Africa as foreign aid.

“Many people in government have the biggest
accounts in foreign banks. Critics of the Moi gov-
ernment say there is more money from Kenyans in
foreign banks than the entire Kenyan foreign debt,
which is about $8 billion. Kenya’s situation is not
unique to the country. It is a reality found throughout
Africa” (The Washington Times, August 3, 1995; Al8).
Nairobi businessman Peter Wamai charged that, “If
they are serious about eradicating poverty, they should

start by returning the money that has been stolen”
(The Washington Times, June 3, 1999; A12).

“When this government first came, they had their
own project” to build an Islamic state, said Mahjoub
Mohamed Saleh, editor of Al Ayam, an independent
newspaper here. “But eventually it became survival
politics—to remain in power at any cost. If that means
dropping an Islamic agenda and kicking out bin Laden,
then fine,” he said. “If that means making peace in the
south, then fine. If that means reversing themselves on
Darfur publicly, then fine. As long as they stay in power,
they are willing to appease the international community
and do just enough to maintain control.” (Washington
Post, May 3, 2005; A14)

By 2000, the situation had deteriorated to such
an extent that eighty-four members of Parliament,
seventy-one from the opposition and thirteen from
President Moi’s own ruling party “vowed to oust the
Moi regime and replace it with an all-party interim
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government. A July 28, 1999, statement, signed by the
MPs and read by lawyer and opposition MP George
Kaptain, said: “Corruption within the top leadership
of the government has reached endemic levels and
the only solution is for Mr. Moi’s regime to be kicked
out. It is not possible for the accused [the government]
to probe themselves and [Attorney General Amos
Wako] should stop making a mockery of an already
desperate situation” (The Washington Times, July 30,
1999; A15).

The inviolate ethic of the ruling elite is self-aggran-
dizement and self-perpetuation in power. To achieve
those objectives, they take over and subvert every
key institution of government to serve their needs, not
those of the people: the civil service, judiciary, mili-
tary, media, and banking. Even various commissions
with lofty ideals that are supposed to be non-partisan
and neutral are also taken over and debauched: press/
media commission, human rights commission, and
commission on civic education.

As a result, state institutions and commissions
become paralyzed. Laxity, ineptitude, indiscipline, and
unprofessionalism thus flourish in the public sector. Of
course, Africa has a police force and judiciary system
to catch and prosecute the thieves. But the police are
themselves highway robbers, under orders to protect
the looters, and many of the judges are themselves
crooks. As a result, there are no checks against brig-
andage.

“Kenya’s police officers are some of the wealthiest
public servants, banking hundreds of thousands of
shillings monthly from their ‘businesses™ (Dauly Nation,
April 13, 2015). The worst is the military—the most
trenchantly perverted institution in Africa. In any
normal civilized society, the function of the military
is to defend the territorial integrity of the nation and
the people against external aggression. In Africa, the
military is instead locked in combat with the very
people it is supposed to defend.

Thus, what one has in many African countries is a
cabal of criminals who have monopolized both eco-
nomic and political power, as well as subverted state
institutions, to advance only their interests and exclude
everyone else—the politics of exclusion. It is a kind
of “apartheid” system, and it is this politics of ex-
clusion and its attendant struggles for power that lie
at the root of Africa’s incessant woes and instability.

Here is how a Zimbabwean professor, Ken Mutuka,
described the evolution of the vampire state after inde-
pendence in 1980:

The most generous interpretation of the governing elite
is that of a ruling class made up of stalwart nationalists
with sacrificial experience in the liberation war. In order
to make sure that Zimbabwe would never be a colony
again, these stalwarts were allowed some liberties,
namely freedom from prosecution for common infrac-
tions. This gave them security of tenure to prosecute the
revolution to its fullest.

This style of government first reared its head with the
Sandura Commission when Minister Frederick Shava was
sprung from prison, rehabilitated and later rewarded
with an ambassadorship.

My estimate is that there are 5,000 such stalwarts,
who then formed a mafia type monopolistic fee-collect-
ing cabal. If the truth be known, these Mafioso get away
with duty free goods, fly on Air Zimbabwe free of charge,
pad their portfolios so that one tenth of their expen-
ditures are allocated to travel expenses, can buy Jeep
Cherokees from government departments at U$900
a piece, own “grab-farms and equipment,” do not pay
tolls, have government parking stickers that allow them
to park on prohibited spaces, do not declare their in-
comes to Internal Revenue, receive state scholarships
for their children, and the list is endless. But they have
now reached the end of the road. Like vampires, they
have drunk the blood out of the economy. . . . The end
of the road comes with this announcement from the Sta-
tistics Office. More than 4,600 companies have shut down
their doors since 2011, leaving 55,400 workers unem-
ployed. When the Gotterdammerung (monster) has eaten
the last portion of its tail, it falls down, weakened by loss
of blood, and awaits its final fate. | think the end of the
road is near in Zimbabwe. (New Zimbabwean, May 18,
2015)

One word, power, explains why Africa is in the
grip of a never-ending cycle of wanton chaos, hor-
rific carnage, senseless civil wars, and collapsing econ-
omies: the struggle for power, its monopolization by
one individual or group, and the subsequent refusal
to relinquish or share it. Since politics constitutes the
gateway to fabulous wealth in Africa, the competition
for political power has always been ferocious. The
“winner takes all” so competitors must fight to “their
very last man”—even if it means destroying the
country. Political defeat could mean exile, jail, or
starvation. Those who win power capture the state
and proceed to transform it into their own personal
property. State institutions, such as the military, the
judiciary, the media, the civil service, police, and the
banking system, are taken over and debauched. Key
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positions in these institutions are handed over to the
president’s tribesmen, cronies, and loyal supporters—
to serve their interests and not those of the people or
the nation. Meritocracy, rule of law, property rights,
transparency, and administrative capacity vanish.

Recall from the previous section that Africa’s devel-
opmobile is kaput. This is because its institutions/sys-
tems have been rendered dysfunctional by the ruling
clites who have subverted the institutions to serve their
interests. Eventually, however, the “vampire African
state” evolves into a coconut republic and implodes,
sucking the country into a vortex of savage carnage
and heinous destruction: Liberia, Rwanda, Somalia,
Sudan, and Zaire. This invites a distinction between
banana and coconut republics.

Coconut Republics

In a banana republic, one might slip on a banana peel,
but things do work—now and then for the people, albeit
inefficiently and unreliably. Electric supply is spasmodic
and the water tap has a mind of its own. Occasion-
ally, it might spit some water and then change its mind.
Buses operate according to their own internal clock, set
according to Martian time—whatever that is. By the
grace of God or Allah, a bus might arrive, belching
thick black smoke. Food and gasoline are generally
available but expensive, if one is willing to contend with
occasional long lines. The police are helpful sometimes
when they are bribed and can protect the people by
catching real crooks. There is petty corruption. Now
and then, a million dollars here and a million there
might be embezzled. Such a banana republic often slips
into suspended animation or arrested development.

A coconut republic, on the other hand, is ruthlessly
inefficient, lethal, and eventually implodes. Instead of
a banana peel, one might step on a live grenade. Here,
common sense has been butchered and arrogant tom-
foolery rampages with impunity. The entire notion of
“governance” has been turned completely on its head
by the ruling elites. They wield all the power and com-
mit crimes, as well as plunder with impunity. They
are not answerable or accountable to anybody and
one dares not ask. Impunity reigns supreme. It is here
where one finds tyrants chanting “People’s revolution”
and “Freedom!” while standing on the necks of their
people.

A “revolution” is a major cataclysmic event that
brings about an overthrow of the ancien regime or a com-
plete change in the order of doing things. It makes a
clean break with the existing way of doing things and
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establishes a new way or order. In politics, for exam-
ple, a “revolution” occurs when the subjugated and
exploited class rises up to overthrow the oppressors—as
occurred with the American and French Revolutions.
But in a coconut republic, it is the other way round.
Ever noticed that those African leaders who vocifer-
ously claim they are fighting against terrorism in order
to receive Western aid are themselves sponsors of state
terrorism against their own people?

In a coconut republic, the rule of law is a farce;
bandits are in charge, their victims in jail. The police
and security forces protect the ruling bandits, not the
people. The chief bandit is the head of state himself.
The leaders enjoy a constant supply of electricity and
their water taps run all the tume; the people can collect
rain water. There are inexhaustible supplies of food
and gasoline for the ruling elite, but not for the people.
And there are no buses for the people. Period. Those
shiny buses that ply the road are for vampire elites. The
people can walk. The republic sits atop vast reserves
of oil and exports oil. Yet, there is no gasoline for the
people since the country’s oil refineries have broken
down. Funds earmarked for repairs have been stolen
and refined petroleum products must be imported. The
country may also be rich in mineral deposits—such as
diamonds, gold, or coltan. Yet, the mineral wealth has
produced misery.

B “Wheel barrows serve as ambulances for the
people. The public schools do not function; more
than 70 percent of the population is illiterate. Yet,
all government ministers have PhDs—some even
three or four—all purchased. At the University of
Liberia, Charles Taylor offered 11,000 scholarships
to his friends in 1997 but did not pay their tuition
bills. Nor did his government pay the salaries of
university professors and public school teachers. . . .
Liberia had a judicial system but Taylor named his
friends who could not read or write to be judges
and attorneys, and sentences were handed down
on his orders. . . . The capital has a fire building,
painted bright red but its only fire truck has no
tires, headlamps, or even a hose. Wires dangle from
the engine. With no running water in the city, fire-
fighters must jog or hitchhike to a creek three miles

away to fetch water in buckets to put out a fire”
(Washington Post, September 9, 2003; A18).

® Whereas in a banana republic a million here and
there might be stolen, in a coconut republic it is
the entire treasury that is carted away. In pre-dawn
raids, the late General Sani Abacha of Nigeria
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sent heavily armed trucks into the basement of the
Central Bank of Nigeria and carted away billions
of dollars, which were spirited out of the country
by his henchmen in suitcases. “A Nigerian man
and a banker accompanying him were arrested

at the Lagos airport after trying to board a Lon-
don-bound jet with $800 million in cash. Customs
officials said the seizure was the biggest recorded
in Nigeria. The banker accompanied the other
man apparently so that customs officials would
not ask questions. The money has since been
deposited in the Central Bank of Nigeria”

(The Washington Times, July 29, 1995, A7).

To return Nigeria to civilian rule, the late military
dictator General Sani Abacha allowed only five
political parties to be registered in 1996 and
participate in the forthcoming elections. Immed-
iately, all the five parties chose fim as their
presidential candidate!

The late Sani Abacha’s family thought they were
smart. They hired Usman Mohammed Bello—a
Sudanese from Karsala—to look after their three
children attending school in Amman, Jordan.
Usman became a close confidante of Abacha with
access to several coded foreign accounts opened
by the late general. The family so trusted him that
Abacha gave him diplomatic status in the Nige-
rian foreign office in Amman. He was also issued
both diplomatic passport number F317567 and a
standard passport number A104786. Subsequently,
Abacha was poisoned or died in 1998 from exhaus-
tion after a Viagra-fueled sex orgy—depending
upon which version one believes. A short transi-
tional government led to the election of President
Olusegun Obasanjo in March 1999, who vowed
to recover Abacha’s loot from abroad.

On October 1, 1999, Usman Bello vanished.

A hysterical Abacha family appealed to Nigeria’s
police and government for help in catching him!
“Nigeria’s State Security Service (SSS) established
that the Sudanese might have salted away millions
of dollars entrusted to him by the Abacha family
and may also be privy to other financial transac-
tions of the family overseas, especially in the Arab
world” (Weekly Insight, July 19-25, 2000; 1).

Even then, part of the Abacha loot that was
recovered, was instantly re-looted! About $709 mil-
lion and another £144 million were recovered from
the loot the Abachas and his henchmen stashed
abroad. But the Senate Public Accounts Commit-

tee found only $6.8 million and £2.8 million of the
recovered booty in the Central Bank of Nigeria
(The Post Express, July 10, 2000).
The president checks the spread of AIDS by
banning sex for two years: “President Daniel
arap Mot has urged Kenyans to abstain from sex
for at least two years to try to curb the spread of
AIDS. . .. Moi was speaking after the government
announced plans to import 300 million condoms
to fight AIDS” (The Telegraph, July 13, 2001).
A former minister of Finance was found hiding—
where else?—in a coconut tree: “Zambia’s former
finance minister, Katele Kalumba, was arrested
and charged with theft after the police found him
hiding in a tree near his rural home. Mr. Kalumba,
who had been on the run for four months, is being
charged in connection with some $33 million that
vanished while he was in office” (The New York
Times, January 16, 2003; A8).
The late president, General Samuel Doe of
Liberia, summoned his finance minister—"“only
to be reminded by aides that he had already
executed him” (The New York Times, September 13,
2003; A4).
Uganda’s agriculture minister, Kibirige Ssebunya,
declares that: “All the poor should be arrested
because they hinder us from performing our
development duties. It is hard to lead the poor,
and the poor cannot lead the rich. They should
be eliminated” (New Vision [Kampala], December
15, 2004). He advised local leaders to arrest poor
people in their areas of jurisdiction.
The president is terrified of ghosts: “President
Bingu wa Mutharika, had moved out of a new
300-room palace because he believes it is haunted.
... Malawi newspapers and radio stations carried
the ghost report over the weekend, quoting a senior
official. Mr. Mutharika has angrily denied the
reports, saying, “I have never feared ghosts in my
life” (Agence France-Presse reprinted in 7he New York
Times, March 16, 2005; A6).
The losing candidate lambasted voters, not his own
incompetence, for losing an election: “The candi-
date of the Tanzania Labour Party (TLP), Augus-
tine Mrema, did well in 1995 with another party,
NCCR-Mageuzi, and less well with TLP in 2000.
This time, he blamed the voters for betraying him.
“Mrema, a former home affairs minister who
contested the 1995 elections as leader of his own
party, chastised the voters for not choosing him
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previously. ‘I wonder why you have not given me
votes to become president despite my impressive
record as home affairs minister,” he told a rally in
Dar es Salaam broadcast live on radio and tele-
vision. ‘T worked as deputy prime minister, which
means I was boss to Mkapa and Sumaye, still you
chose not to elect me president. Why? Some voters
are hypocrites. They proclaim to support you but
vote for other people. If you do not vote for me
this time, you will have to explain™ (Southern African
News, December 16, 2005).
In May 2005, Lucy Kibaki, the second wife of
President Mwai Kibaki, stormed into the Nairobi
office of The Daily Nation, confiscated notebooks,
tape recorders, and pens, and demanded to know
the whereabouts of a reporter who had written
a story headlined “Shame of First Lady” that
offended her.

“I am here to protest, and I'm not leaving until
I find the reporter who has been writing all these
lies,” a witness recounted her statement. Mrs.
Kibaki then camped herself for much of the night
at the desk of the newspaper’s editor, unleashing
a fury of broadsides at the staff. When a local
television crew arrived, she slapped a cameraman.
Brandishing a copy of the newspaper, Mrs. Kibaki
burst into the Nation’s offices, flanked by several
security officers and the Nairobi police chief,
Kingori Mwangi, witnesses said. Problem was she
chose the wrong newspaper to unleash her full
fury. It was the rival Standard newspaper that had
printed the offending article, not 7he Daily Nation.
In Gambia “President Yahya Jammeh, a former
wrestler and bird lover, said anyone aspiring to
his job needed ‘to wait like a vulture, patiently;’
because he planned to stay in office at least 30
years longer. Mr. Jammeh, who is 40 and seized
power in a bloodless coup in 1994, said he would
consider handing over power only after he had
turned his tiny former British colony into an oil
producer and a ‘role model for Africa.” Gambia
produces peanuts but has not struck oil” (7he New
York Tumes, April 19, 2006; A6).
Despots claim they are fighting “terrorists” when
they themselves are the real state terrorists (Libe-
ria, Sudan, Uganda, Zimbabwe). Charles Taylor
of Liberia once had an “anti-terrorism unit” run
by his son. Even the warlords of Somalia “formed
what they call an anti-terrorism coalition” (7he New
York Tumes, May 1, 2006).

® The country runs out of paper with which to print

money (Zimbabwe): “Reserve Bank officials told
IRIN that plans to print about Zim$60 trillion
(about US$592.9 million) were briefly delayed after
the government failed to secure foreign currency
to buy ink and special paper for printing money”
(The New York Times, February 13, 2007; AJ).

The government tames hyperinflation by banning
price increases: “In January 2007, the Government
of Zimbabwe said it would tame the country’s
1,600 percent inflation rate by making wage and
price increases illegal” (ibid.).

“Col. Muammar Gaddafi spent two hours arguing
that Libya’s form of government was the truest
democracy” (The New York Times, March 3, 2007,
A3).

Gaddafi also declared that, “The press in Libya is
owned by the community, not a company . . . that
reflects the views of its owners. That is not freedom
of the press at all, it is freedom for those who have
the money to publish these newspapers. Freedom
of the press does not exist in a genuine sense in the
world.” (The Washington Times, March 3, 2007; A6)
The president built a moat around the capital

to ward off rebel insurgency led by his relatives:
“The government is digging a 10-foot-deep trench
around the capital, Ndjamena, to prevent a repeat
of an attack last month, when rebels in pickup
trucks rolled in and fought two days of heavy
battles. The ditch will all but encircle the city,
slicing through neighborhoods and forcing vehicles
to pass through fortified gateways, a security official
said. The remaining trees that line the avenues of
central Ndjamena are being felled. Residents say
the rebels used trees knocked down by rocket-
propelled grenades and cannon fire to block roads
during the fighting” (Reuters reprinted in The New
York Tumes, March 8, 2008).

A senior member of Guinea’s military government
was criticized after he called for robbers to be
burnt alive because Captain Camara, the coun-
try’s leader, had said the country’s prisons were full
already and it was better to kill those who killed
others (BBC News, June 4, 2009).

The anti-corruption czar was himself a bandit,
jailed for ten years: “Zimbabwe Anti-Corruption
Commission chief executive Ngonidzashe Gumbo,
was on Monday jailed for 10 years for defrauding
the commission of $435,000” (7he Herald, March
3,2015).
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®  Eritrea is often described as a police state, the
North Korea of Africa. It is so repressive that Pres-
ident Isaias Afwerki’s own son attempted to flee the
country (https://tinyurl.com/ybmnwev6).

It is difficult to put up with such repressive tomfool-
ery and buffoonery, locking out vast sections of the
population. Such a coconut republic eventually im-
plodes. The process varies but its onset follows three
predictable response patterns.

First, those exploited by the vampire elites in a coco-
nut republic are eventually driven to exercise the “exit
option”: leave or reduce their exposure to the formal
economy by smuggling and taking their activities to
the underground economy or the black market. This
deprives the state of tax revenue and foreign exchange.
Over time, the formal economy progressively shrinks
and the state finds it increasingly difficult to raise
revenue as taxes are massively evaded, leading the
ruling elites to resort to printing money and inflating
the economy.

Second, those excluded from the spoils of political
power eventually rise up in a rebel insurgency. And it
takes only a small band of determined rag-tag mal-
contents to plunge the country into mayhem. Back
in 1981, Yoweri Museveni, the current president of
Uganda, started out with only twenty-seven men in
a guerrilla campaign against Milton Obote. Charles
Taylor, the president of Liberia, set out with 150
rebels; the late Mohamed Farah Aidid of Somalia
began with 200 rebels; and Paul Kagame of Rwanda
set out with less than 250. No African government
in the postcolonial era has been able to crush a rebel
insurgency.

The third pattern option is secession—break away
and set up an independent state; Biafra tried un-
successfully in 1967 and South Sudan successfully in
2010.

The adamant refusal of African despots and the
ruling elites to relinquish or share political power is
what triggers an insurgency. In fact, the destruction
of an African country, regardless of the professed
ideology of its government, always begins with some
dispute over the electoral process. Unwilling to relin-
quish or share political power, the ruling elites block,
sabotage, or manipulate the electoral process to keep
themselves in power.

The struggle over political power degenerates into
civil strife or war. Chaos and carnage ensue. Infra-
structure 1s destroyed. Food production and delivery
are disrupted. Thousands are dislocated and flee, be-

coming internal refugees and placing severe strains
on social systems of the resident population. Food
supplies run out. Starvation looms.

The Western media bombards the international
community with horrific pictures of rail-thin famine
victims. Unable to bear the horror, the conscience
of the international community is stirred to mount
eleventh-hour humanitarian rescue missions. Foreign
relief workers parachute into the disaster zone, dis-
pensing high protein biscuits, blankets, and portable
toilets at hastily erected refugee camps. Refugees are
rehabilitated, repatriated, and even airlifted. At the
least sign of complication or trouble, the mission bogs
down and is abandoned (Somalia 1995). That is, until
another mafia African state implodes and the same
macabre ritual is repeated year after year. It seems
nothing—absolutely nothing—has been learned by
all sides from the meltdowns of Somalia, Liberia, or
Rwanda.

Corruption

Two students—one from Africa and the other from
Asia—went to a Western country for their education.
Upon graduation, they both returned to their respec-
tive countries and subsequently became government
ministers. One day, the African visited his Asian friend
and found him living in opulent style. So he asked:

“Ma friend, how come?”

Thereupon the Asian friend placed his hand on the
African’s shoulder, gently led him to the window, and
remarked: “See all of those development projects and
infrastructure out there?”

“Yeah?” the African stammered incredulously, quite
impressed with a landscape of skyscrapers, new high-
ways, flyovers, airport, railway lines, and other infra-
structural projects.

“Five percent!” came the reply.

Two years later, the Asian returned the visit and
discovered that his African friend was living in a
grand, magnificent, and royal palace. Perplexed, he
asked:

“Oga, I thought Africa is a poor continent, but how
come all this personal wealth?”

Thereupon his friend beamed with a smile a mile
wide, motioned him to the window and gleefully
intoned: “See all those development and infrastructure
projects out there?”

“Where? Where? I don’t see anything out there!”
the Asian friend protested.

“That’s right: 100 percent!”
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Then there is an old Pakistani saying: “If you shake
the hands of the president, you have got to see if your
fingers are still there.” The African version goes like
this: “If you shake the hand of the president, you have
to see if your legs are still there.” Africa’s bandits do not
steal a billion here and a billion there. They cart away
the entire treasury—sink, crowbar, bulbs, and all.

Magnitude

Political corruption covers a whole range of activities
that are illegal, and it is generally defined as the use of
public office or legislated powers by government off-
icials for illicit private gain. It may involve misappro-
priation of public funds or embezzlement, demand-
ing bribes, and extortion. It exists in a/l societies. But
regardless of how it is sliced, the effects are far more
pernicious in a poor developing country. According to
Transparency International, “Around 80 per cent of
African people live on less than US§2 a day. Corrup-
tion 1s one factor perpetuating poverty” (http://tinyurl.
com/j5h5821).

Corruption can also be deadly; it led to the collapse
of healthcare infrastructure in Liberia, Sierra Leone,
and Guinea, permitting the Ebola virus to spiral out of
control. The United States spent some $600 million to
send three thousand troops to Liberia and help fight the
disease in 2014.

There is also some serious looting going on in
Africa and the amounts are staggering. What the des-
pots, kleptocrats, and the vampire elites steal is not
chump change. Former Nigerian President Olusegun
Obasanjo once charged that corrupt African lead-
ers have stolen at least $140 billion (£95 billion) from
their people in the decades since independence (London
Independent, June 14, 2002). From small pickings in the
1960s, the looting has become more egregious, brazen,
and mercenary in the new millennium. The follow-
ing provides a glimpse of the loot amassed by corrupt
African dictators.

® Daniel arap Moi (Kenya): $1-$3 billion (Forbes,
November 8, 2013)

® Mobutu Sese Seko (Zaire, now DR Congo): $1-$5
billion (Forbes, November 8, 2011)

®  Charles Taylor (Liberia): $5 billion (BBC News,
May 2, 2008)

® The late General Sani Abacha (Nigeria): $5 billion
(Sunday Times, December 17, 2000) and $1-$5
billion (Forbes, November 8, 2011)

®  Omar al-Bashir (Sudan): §9 billion (BBC News
Africa, December 18, 2010)
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® General Ibrahim Babangida: (Nigeria) $12 billion
(Forbes, November 8, 2011)

® Ben Ali (Tunisia): $13 billion (The Wall Street Journal,
June 20, 2011)

®  Hosni Mubarak (Egypt): $40 billion (7%e Sun, Janu-
ary 11, 2011)

& Muammar Gaddafi (Libya): $200 billion (Los Angeles
Times, October 21, 2011)

On May 20, 2010, the Atlantic Monthly provided an
analysis of the net worth of all forty-three US presi-
dents—from Washington to Obama—and found
the combined total to be $2.7 billion in 2010 dollars.
Evidently, Abacha, Babangida, Bashir, Ben Ali, Mo-
butu, Mubarak, and Gaddafi each stole more than the
net worth of all US presidents combined!

Said Kwame Touré (Stokely Carmichael), a for-
mer member of the Black Panther Party, “[Modern]
African leaders are so corrupt that we are certain if we
put dogs in uniforms and put guns on their shoulders,
we’d be hard put to distinguish between them” (Wash-
ington Post, April 8, 1998; D12). As previously stated,
in August 2004, the African Union reported that an
estimated $148 billion annually was lost in Africa due
to corruption. To compare, developed countries gave
$22.5 billion in aid to Sub-Saharan Africa in 2008,
according to the Organization for Economic Coopera-
tion and Development (OECD).

The Causes of Corruption

One of the recurrent myths about Africa is the notion
that corruption is culturally ingrained among Africans.
The traditional practice of offering a “dash” has often
been used by scholars to provide a “cultural” explana-
tion to the pervasive incidence of bribery and corrup-
tion in Africa. In most West African countries, a bribe
is often called “a dash.” This appellation, however, is
a misnomer that reflects a confusion and bastardiza-
tion of the traditional practice. In a Vais court, a plain-
tiff called upon the chief and presented him with a
“dash” to adjudicate a dispute. In that context, the
“dash” constituted an advance payment for a service
to be performed by the chief, who was not paid for his
judicial services. By contrast, today’s bribe is demand-
ed or extorted by civil servants, prior to the perfor-
mance of a service they are paid to render. It is a total-
ly different matter if one wants to leave a tip after
a performance of the service.

More importantly, historical evidence suggests that
African natives themselves made a clear distinction
between a “dash” and corruption. Diop (1987) revealed:
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Ghana probably experienced the reign of a corrupt
dynasty between the sixth and eighth centuries. Kati tells
of an extremely violent revolt of the masses against it.
The members of that dynasty were systematically mass-
acred. In order to wipe it out completely, the rebels went
so far as to extract fetuses from the wombs of the royal
family. (p. 65)

Corrupt chiefs are removed from office—even today.
Here is a telling case: Nana Sobin Kan II, the chief
of Adansi-Dompoase traditional area in the Ashanti
region, was destooled on February 7, 2012. The charge
was

continuously showing gross disrespect and disregard
to kingmakers and elders of the stool. He had contin-
uously sown seeds of confusion and litigation in the
traditional area through the rampant sale of stool
lands to private developers without plot numbers and
site plans. He was also accused of having received huge
sums of money as compensation on behalf of the Adan-
si-Dompoase traditional areas from AngloGold Ashanti
last year but failed to disclose the amount involved to
kingmakers. (Daily Guide, February 10, 2012; 17)

Naturally, at the other extreme, was Africa’s most
notorious kleptocrat, the late ex-president Mobutu. As
reported in Chapter 5, when asked who introduced
corruption into Zaire, he retorted: “European busi-
nessmen were the ones who said, ‘I sell you this thing
for $1,000, but 5200 will be for your (Swiss bank)
account”™ (New African, July 1988; 25). When US Rep.
Mervyn Dymally asked Mobutu about his personal
wealth, he responded, “Yes, I have a fair amount of
money. However, I would estimate it to total less than
$50 million. What is that after 22 years as head of state
of such a big country?” (World Development Forum, No. 9,
1988; 3).

The same Mobutu even bragged in a 1980 CBS 60
Minutes interview that he was the second richest man
in the world. But the champion of this double-speak
chutzpah was Nigeria’s ex-president, General Baban-
gida, who declared that “every military regime is
a fraud. Anybody who heads a military regime sub-
verts the wishes of the people” (The African Observer,
January 18-31, 1999; 6). He should know; he stole
$12 billion.

Corruption is certainly not a social vice unique to
Africa alone. It prevails in one form or another in prac-
tically all countries, Western and communist alike.
However, as previous chapters have amply demon-
strated, it is endemic in Africa. It is common knowledge

that highly placed African government officials extort
commissions on foreign loan contracts and deposit
them in overseas banks. The very people who are
supposed to defend and protect the peasants’ interests
have instead been responsible for the institutionalized
looting.

What breeds corruption, bribery, and other types of
malfeasance in Africa are: the system of pervasive state
controls and regulations; concentration of economic
and political power in the hands of the state or one
individual; the institution of one-party state systems
which lack accountability; the muzzling of the press
to expose corruption; the perversion of the judicial
system, banishing the rule of law; and an elite culture
that tolerates high levels of corruption. Obviously it
would be futile to rail against corruption and still keep
in place the very system that breeds it.

The “system” evolved rather innocently after inde-
pendence in the 1960s. During the struggle for inde-
pendence, most African nationalist leaders identified
capitalism with colonialism and thus adopted social-
ism—the antithesis of capitalism—as their guiding
ideology. Socialism in Africa was understood to mean
state participation in the economy. Another ideology
was political pragmatism, espoused by such leaders as
Felix Houphouet-Boigny of Ivory Coast, Abubakar
Tafawa Balewa of Nigeria, Hastings Banda of Malawi,
and Daniel arap Moi of Kenya. Declaring themselves
to be non-ideological, they stressed economic growth
and prosperity. In their countries, the state was charged
with the task of fostering entrepreneurship, attracting
foreign investment, and creating a climate conducive
to material advancement. They reasoned that the
private sector in a poor African country could not raise
the capital needed to construct, say, a hydroelectric
dam, and therefore that made state intervention nec-
essary. Thus, for a variety of reasons, virtually all the
nationalist leaders saw the state as the primary initia-
tor of development.

State intervention in the economy was pursued with
a whole battery of controls on prices, exchange rates,
interest rates, and other economic variables. Officials
administering state controls, however, quickly discov-
ered that the controls could also be used for personal
and sinister purposes: to advance their own selfish
economic interest as well as those of their kinsmen
and supporters, and to silence their critics and punish
political opponents.

The byzantine maze of state controls and regu-
lations provided the elites with rich opportunities for
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self-aggrandizement. Revenue collection, passport con-
trol, and even government stationery were all diverted,
manipulated, or used for illicit gain. Civil servants
demanded bribes, exploited their positions in govern-
ment, and manipulated the state’s regulatory powers
to supplement their meager salaries. Almost every
government regulation and nuance of policy could be
“exploited.”

“Because every permit has its price, Nigerian offi-
cials invent endless new rules. A guard outside a minis-
try demands a special permit for you to enter; a customs
inspector invents an environmental regulation to let in
your imports; an airline official charges passengers for
their boarding cards” (The Economist, August 21, 1993;
Survey, ).

Officially, price controls were supposed to make
commodities “affordable to the masses.” But only the
ruling elites and their cronies could purchase com-
modities at government-controlled prices, which were
later resold on the black market to reap a huge profit,
a practice known as kalabule in Ghana. In Rwanda,
the late President Juvenal Habyarimana ran lucrative
rackets in everything from development aid to mar-
fjluana smuggling. “Habyarimana and his in-laws
operated the country’s sole illegal foreign exchange
bureau in tandem with the central bank. One dollar
was worth 100 Rwandan francs in the bank or 150 on
the black market. The president and his brother-in-
law took dollars from the central bank and exchanged
them in the exchange bureau. Habyarimana was also
implicated in the poaching of mountain gorillas, selling
skulls and feet of baby gorillas” (Washington Post, April
18, 1995; A17).

The richest opportunity, however, was offered by
import controls, which were intended to curtail the vol-
ume of imports and thereby conserve the scarce for-
eign exchange needed to import machinery and other
equipment essential for development. To import an
item, a permit or a license was required from the Min-
istry of Trade. Licenses quickly became scarce. Mini-
sters and government officials at the trade ministry
demanded bribes—10 percent of the value of the
import license—before issuing them. Withholding li-
censes was used to punish political rivals and businesses
associated with the opposition. In the late 1980s, import
licenses were denied to Fiee Press and Ashanti Pioneer in
Ghana and Footprints in Liberia for their criticism of
government policies. In 1967, Ayeh Kumi, Nkrumah’s
special consultant on economic affairs, gave dramatic
testimony before the Ollennu Commission of Enquiry:
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It has been the system to gradually stifle the big business-
men and the small Ghanaian businessmen in this coun-
try and to be replaced by State Corporations. The steps
to be taken against them were by various types of tax-
ation, import licensing restrictions; African businessmen
must not be given licenses and if they persist they should
be given such licenses as would make them incapable of
doing business. (Ollennu Report 1967, 10)

Large chunks of the economic sectors controlled by
the state were parceled out to relatives, kinsmen, or cro-
nies of top government officials. In Kenya, for exam-
ple, the Kikuyus were forced out of manufacturing and
other industrial business for their opposition to the Moi
regime. Development projects were started in those
tribal areas that supported President Moi; opposition
areas were neglected.

Resources were extracted from the rural areas
through various legislative devices and controls, such as
marketing boards, development levies, and taxes. The
resources, it was claimed, were to be used for the devel-
opment of the whole country, and would benefit the
farmers too. It never happened that way. In Malawi,
former Life President Hastings Band “was able to
extract economic surplus from peasant producers and
transferred to the state sector through two commercial
banks, his holding company—Press Holdings—and the
parastatal Agricultural Development and Marketing
Corporation (ADMARC)” (Libby 1987; 191). He then
used the resources to reward his political supporters by
transforming the latter into commercial agricultural
estate owners whose prosperity and economic security
depended on their personal loyalty to the president.

Over time, the African state evolved into a preda-
tory monster—a vampire state—that used a convoluted
system of regulations and controls to pillage and rob
the productive class, the peasantry. The victims of this
grand larceny were helpless. First, the crimes against
them were “hidden”—mnot reported because in much
of the postcolonial period, the media was controlled or
owned by the state. Second, even when the crimes were
exposed, little action was taken because the legal sys-
tem had been perverted. The rule of law was non-ex-
istent. Judges were appointed by the government and
few of the crooks were brought to justice. So the rot
continued.

The postcolonial state sector thus became the arena
for the accumulation of private wealth. To become rich
in Africa, one does not have to produce anything. All
one has to do is to enter politics, become a government
official, and use the office to amass a huge personal
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fortune. According to American journalist Howard
French,

In each [African] country, the formula for enrichment dif-
fers. In Senegal, World Bank officials have said that Gov-
ernment imports of rice, the staple food, have constituted
a major source of unaccounted for revenue for ruling party
leaders for years. In Congo, top officials and their relatives
sign deals that mortgage the heavily indebted country’s
oil earnings years in advance [to 2012], in exchange for
quick cash. In Nigeria, the Government awards so-called
“lifting contracts” to its political friends that amount to
little more than gifts of handsome commissions on oil
contracts. Based on realities like these, a confidential
report prepared in 1995 by the French Foreign Ministry
warned of the “criminalisation of Sub-Saharan Africa” by
the elites. (The New York Times, February 4, 1996; 4)

After a mere three-year tenure as minister of trans-
port in the Shagari government in Nigeria, Alhaji
Umaru Dikko, managed to amass a personal fortune
reputed to exceed $1 billion.?> “Nigeria’s problems are
the few rich people in positions of power who divert
huge amounts of money—that should have been used
to develop the country—to foreign accounts for their
selfish interests,” said Gordon Adele, a civil servant in
Lagos (African News Weekly, June 16, 1995; 7).

Writing in African News Weekly (May 27, 1994),
Anthony Ebeh gave an apt description of the concep-
tion of public office in Nigeria:

A major cause of our problems in Nigeria is that our lead-
ers have a primitive concept of public office. Public office
in civilized societies, including some non-Western nations,
is seen as a way to provide selfless service to one’s nation.
It is a way to give back to one's country. Public office is
cherished and respected. Public office holders are gener-
ally accountable to the people they serve. However, in the
Nigerian context, public office is seen as a huge opportu-
nity to enrich self and kindred. This explains why Nigeria
is now one of the poorest nations in the world. In Nige-
ria, public office is seen as a means to acquire wealth and
personal aggrandizement. By all standards, this concept of
public office is primitive. (p. 7)

“Everyone in Zaire wants to be a minister before
Mobutu falls so they can make money,” said Guilleaume
Ngefa, head of an association for human rights (7#e
Washington Times, April 15, 1997; A13). Some of Sierra
Leone’s most senior state officials, including ministers,
began a thriving business selling the country’s passports
to wealthy Hong Kong businessmen. “One such deal
fetched about $350,000 for two highly placed func-

tionaries” (Akasanoma, July 31-August 6, 1995; 38).

In Ghana, the 1993 Auditor General’s Report
detailed a catalogue of embezzlement and corrup-
tion totaling 400 billion cedis. The rot at the Ghana
National Procurement Corporation cost over 200 bil-
lion cedis. Yet not a single soul was indicted.

Dishonesty, thievery, and peculation pervade the
public sector in Africa. Public servants embezzle state
funds; high-ranking ministers are on the take. The
extent and magnitude of this scourge is difficult to esti-
mate, owing to its illegality and the painstaking efforts
the culprits make to conceal it. However, newspaper
reports afford some insight into its pervasiveness.

In Mali former head of state Moussa Traoré
plundered the country to amass a personal fortune
worth over $2 billion—an amount equal to the size
of Mali’s foreign debt. This was the gist of a January
1992 article entitled “Le Sang des Pauvres” (The Blood
of the Poor) written by Swiss MP Jean Ziegler, in the
French newspaper Liberation (cited in West Africa, May
4-10, 1992; 746).

Within a year of taking office in April 1993, Niger’s
president, Mahamane Ousmane, had tripled his per-
sonal fortune. As required by law, President Ousmane
declared a fortune of 51 million CFA (§89,000) and
ten houses when he took office. A year later, “The poor
West African country’s Supreme Court said on April
28, 1994, that Mahamane had declared 160 million
CFA ($280,000), with 57 million CFA held in cash and
the rest in a local bank. Mahamane’s list of property
was 10 houses in Niger, livestock and poultry, three
cars, two television sets, two video recorders and two
gold watches” (African News Weekly, May 20, 1994; 8).

The late President Mobutu Sese Seko of Zaire (now
the Democratic Republic of The Congo) was not satis-
fied with his personal fortune of $10 billion; he grabbed
an entire gold-mining region, Kilo-moto, which covers
32,000 square miles and reportedly has reserves of one
hundred tons of gold (7he Washington Times, January 3,
1997, A14).26

Ghana’s Interior minister, Colonel (rtd.) Emman-
uel Osei-Owusu, “has been unable to account for 33
million cedis ($27,000) in excess income,” according
to the 1996 Report by the Commission on Human
Rights and Administrative Justice. Another minister (of
Trade and Industry), Ibrahim Adam, gave undeserved
waivers of customs duties and other taxes to fishing
companies, which “occasioned the loss of billions of
cedis to the state” (African News Weekly, October 28—
November 3, 1996; 26).
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Kwame Ashaai, a newspaper columnist in Ghana,
complained bitterly: “Almost all P/NDC top people
are alleged to have put up mansions, each costing hun-
dreds of millions of cedis. And almost all of them, it
is alleged, do their serious shopping in North Amer-
ica and Europe. Public properties or assets—vehicles,
buildings, businesses, machinery, even ships—are sold
out to party members, friends, and relatives for pea-
nuts. More than 400 billion cedis (about $230 million)
have been dumped in a bank in Angola. The P/NDC
government is conveniently keeping quiet over it” (Free
Press, October 30—November 5, 1996; 7).

Even diplomats have not been able to resist the
occasional plunge into frenzied banditry. In 1993, a
Nigerian envoy to the United Nations was suddenly
recalled by his government. A snap audit revealed
unbridled embezzlement of large sums of money at
the diplomatic mission. In 1994, the Ugandan ambas-
sador to Nigeria, James Juko, vanished with $3.5 mil-
lion intended for the renovation of his embassy prem-
ises. Then on October 10, 1994, the Rwandan foreign
minister, Jean-Marie Ndagijimana, disappeared with
about $187,000 he was carrying in a suitcase to fund
his country’s United Nations mission in New York.
Claude Dusaidi, the director-general of Rwanda’s
Foreign Ministry, complained that, as a result of the
theft, the UN mission was left with “zero” cash, unable
to pay its bills and with no means to pay salaries or
hire a lawyer (Washington Post, October 19, 1994; A37).
Earlier in July 1994, Rwanda’s ambassador to the
United States absconded with about $2 million.?

Libya should have had one of the highest per capita
incomes in the world with a population of only four
million and vast oil wealth estimated at $10 billion in
1990. But “mismanagement and corruption so eroded
the country’s economic base that Libya sometimes fails
to pay its foreign bills on time and some government
employees go without a paycheck for months” (Wash-
ington Post, February 15, 1992; A23).

In Sierra Leone, Dr. Shamsu Mustapha, the for-
mer minister of state in the Ministry of Economic
and Development Planning, was charged with finan-
cial impropriety in March 1989. That brought to three
the number of ministers charged with such offenses
(New African, April 1988; 36). In 1992, according to
West  Africa, “The Criminal Investigation Depart-
ment (began) examining documents pertaining to a
$500 million loan contract entered into by former
foreign minister Dr. Abdul Karim Koroma and the
Sierra Leone ambassador to Saudi Arabia on behalf
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of the government, and arranged by an oil company
in Houston, Texas, on the understanding that the com-
pany would be paid a consultancy fee of $12 million”
(December 1622, 1991; 2115). (The Houston firm
complained it never received its fee, fueling specu-
lation as to what happened to the $12 million.) One
irate African in Kano, P. F. U. Taylor, wrote:

Any observer who knew Sierra Leone two decades ago
can bear witness that it has been reduced to a coun-
try where there is virtually no medical facility; a country
where potable water is a rare luxury; a country where
pothole-free roads only exist in history; a country where
a monthly salary is not sufficient to feed oneself.

Given the present economic state of the country,
which is considered as one of the poorest in the world,
| refuse to believe that a national can contemplate an
act that is, to say the least, worse than trading in slaves.
Because while slave traders sold human beings who were
not related to them, those under investigation, if guilty,
have knowingly sold the whole population, including their
own relations, generations yet unborn and the country
itself. . ..

Those who rip off an African country should be put in
the zoo. That is where they belong! (West Africa, March
16-22, 1992; 444)

In Togo, the manager of the National Agricultur-
al Fund was sentenced to twenty years in prison for
embezzling $8.7 million (West Africa, March 28, 1988;
569). In the following year, the former minister of jus-
tice and his associates were charged with involvement
in swindling approximately CFA francs 15 million from
Togo’s lottery. In addition, the former minister of com-
merce was removed from office and fined because he
had continued to draw his salary as a managing direc-
tor of the Union of Togolese Banks (West Africa, April
17-23, 1989; 622). But the worst offender was the head
of state, General Gnassingbe Eyadema, himself.

Mba Kabassema, who was Minister of Trade and Trans-
port in Eyadema’s government in 1977, alleged that
Eyadema pillaged the country's resources with the conniv-
ance of a Moroccan adviser, Maurice Assor.

Another delegate [to the national conference] alleged
that Eyadema’s personal fortune was 800 billion CFA
francs ($2.8 billion) most of which has been put into
foreign banks. He said that the Nangbeto dam project
which was costed at CFA 8 billion, was then increased
to CFA 48 billion, so that funds could be “diverted” into
the wrong pockets. Eyadema spent CFA 50 billion to build
a chateau at Pya his home town in northern Togo.
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When Togo's phosphate mines were nationalized in
1974, Kabassema alleged that Eyadema had diverted
150,000 tonnes of phosphates valued at CFA 2.05 billion
into the account of his adviser Maurice Assor. He also
gave Assor exclusive monopolies on the export of 12
agricultural crops and later established SONACOM,
a central procurement agency for the purchase of im-
ports. SONACOM became the conduit for all kinds of
deals masterminded by Assor on behalf of President
Eyadema. He bought Presidential jets, a Fokker 28, Grum-
man helicopters, a DC-8, various Boeing jets and an
arsenal of arms. The construction of Niamtougu airport
in the north and Hotel 2 Fevrier were also handled by
Assor.

On all these deals, Kabassema alleged, there were
massive kickbacks banked overseas. The price of the Hotel
2 Fevrier jumped from CFA 17.5 billion to CFA 35 bil-
lion and yet the hotel only reached 26 floors high,
compared with the 35 stories originally specified. (New
African, October 1991; 12)

Mr. Kabassema also alleged that “President Eya-
dema distributed largesse among some African Heads
of State including Mobutu Sese Seko of Zaire, who
received 150,000 tonnes of phosphates valued at
CFA 3.3 billion while the late Sékou Touré of Guinea
received a gift of CFA 125 million in 19707 (West Africa,
September 2-8, 1991; 1453).

In 1988, Benin was rocked by a series of corruption
scandals involving its military ruler, Mathieu Kerekou,
and his cronies (New African, March 1988; 14). That
same year, President Paul Biya of Cameroon decided
to wage a merciless war against corruption and the mis-
appropriation of funds in his government. Although
115 high-ranking officials were arrested (New African,
November 1988; 43), the government’s investigators
made little progress, and corruption increased. Minis-
ter of Public Service and State Control Haman Garga
Adji “reported funds missing totaling CFA 357 mil-
lion ($1.3 million) owed by top level civil servants and
politicians” (New African, January 1992; 18).

“Nigeria is the most corrupt nation in the world,”
according to Transparency International (7he Houston
Chronicle, July 28, 1996). Between 1970 and the early
1980s, when oil prices collapsed, the Nigerian govern-
ment received $100 billion in oil money. Nigerians are
now asking what happened to the “oil money.” The
Washington Post (July 21, 1992) remarked that: “corrup-
tion robs Nigeria’s economy of an estimated $2 billion
to $3 billion each year” (p. A16). It also lurks behind

the government’s reluctance to abandon grandiose,

wasteful projects because government officials loathe

an inspection of their finances. According to 7he Econ-

omust (August 21, 1993):
The junta will reveal neither how much it spends on
projects like the Ajaokuta Steel Works, peacekeeping
in Liberia or the new capital in Abuja, nor how much it
earns from oil. The NNPC [the Nigerian National Petro-
leum Corporation] has no published accounts. Interna-
tional economists calculate that, given known Nigerian
oil production and world oil prices, the gap between
what the NNPC should have earned and what the govern-
ment says it earned was about $2.7 billion in 1992. This
suggests a huge amount of money—nearly 10 percent
of GDP—is disappearing each year out of government
coffers. (Survey, 8)

The September 1996 issues of Nigeria’s news
magazines, e/l and This Week, screamed about “How
[Military] Administrators Plundered the States.” ke
Nwosu, the ex-administrator of Abia State, “spent some
16.875 million naira ($214,000) on himself between
March 1995 and March 1996” (African News Weekly,
October 28-November 3, 1996; 17). Then a Septem-
ber 27, 1994, audit (The Okigbo Report) revealed that
a total of $12.4 billion—more than a third of Nigeria’s
foreign debt—was squandered by its military rulers
between 1988 and 1994.

Between 1970 and 2004, more than $450 billion in
oil revenue flowed into Nigerian government coffers.
But according to Mallam Nuhu Ribadu, Nigeria’s
kamikaze military bandits stole $412 billion of it.

Nigeria's past rulers stole or misused £220 billion ($412
billion). That is as much as all the Western aid given to
Africa in almost four decades. The looting of Africa’s most
populous country amounted to a sum equivalent to 300
years of British aid for the continent. Former leader Gen.
Sani Abacha stole between £1bn and £3bn. The figures
were compiled by Nigeria’s anti-corruption commission.

Nigeria's rulers have already pocketed the equivalent
of six Marshall Plans. After that mass theft, two-thirds
of the country’s 130 million people—one in seven of the
total African population—live in abject poverty, a third
is illiterate and 40 per cent have no safe water supply.
With more people and more natural resources than any
other African country, Nigeria is the key to the conti-
nent’s success” (Telegraph, June 25, 2005).

Mallam Nuhu Ribadu, the chairman of the Econo-
mic and Financial Crimes Commission, set up in 2003,
said that £220 billion ($412 billion) was squandered
between independence from Britain in 1960 and the
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return of civilian rule in 1999. “We cannot be accu-
rate down to the last figure, but that is our projection,”
said Osita Nwajah, a commission spokesman (Zelegraph,
June 25, 20035). The stolen fortune tallies almost exactly
with the £220 billion of Western aid given to Africa
between 1960 and 1997. That amounted to six times
the American help given to post-war Europe under the
Marshall Plan.?®

State firms in Kenya were similarly looted. In 1990,
for example, the auditor of state corporations reported
that “fraudulent behavior in the management of
Kenya’s parastatal organizations caused a loss of $25
million; the losses were due to gross mismanagement
and embezzlement of public funds” (The African Letter,
December 16-31, 1991; 9).

In Angola, theft of the country’s wealth by mem-
bers of the ruling MPLA administration accelerated in
1992, after the peace accords were signed in May 1991
to end the country’s civil war:

The law banning possession of diamonds [was] revoked to
allow senior members to take stolen and smuggled dia-
monds out of the country.

The proceeds of the sale of a 10-percent share in an oil-
field which President Eduardo dos Santos said raised $312
million have apparently disappeared. Many diplomats in
Luanda think much of the money has gone into private
pockets. Several of the leaders of the MPLA, particularly
those who have been in the oil sector, now own prop-
erty in Europe and the United States. (The Independent,
London, February 19, 1992)

Said former US Assistant Secretary of State for
African Affairs Chester Crocker (1981-1989), in a BBC
World Service interview: “The MPLA is a bunch of
rather sophisticated European-style Marxists who have
been living off the cash cow of the petroleum industry
and stashing away large fortunes in European banks.”
According to The New York Times (September 21, 1993),
“The breakdown of ordinary commerce is compound-
ed by pervasive corruption that diverts much of the
food and medicine intended for the needy, and by the
skewed priorities of the Marxist Government, which
recently spent $500 million of its desperately scarce
cash importing Volkswagen and Audis to sell to its gen-
erals and ministers at a fraction of their cost. . . . The
waste 18 so brazen that even the state television took to
describing the Parliament as the Auditorium.”” (p. Al)

Even socialist Tanzania suffered from corruption.
Prime Minister Joseph Warioba was moved enough to
speak out with scathing frankness: “Everywhere you go
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even in hospitals and schools, corrupting and corrupt
people seem to rule the day.” Corruption has become
institutionalized at the top among those who handle
big money. As New African reported: “Ordinary Tan-
zanians are complaining bitterly that they have been
let down by their leadership. Even essential services
such as education, hospitals, and police are up to their
necks in corrupt practices. People who use government
hospitals expect to have to bribe doctors and nurses
before they can be treated” (April 1990; 16).

In Zimbabwe top government officials used their
influence to buy trucks and cars at the artificially low
official price from the state owned vehicle assembly
company and quickly sold them on the black market
for enormous profit (Africa Report, January—February
1989; 37). Meanwhile, in Zambia, President Kenneth
Kaunda, the architect of Zambia’s socialist ideology of
humanism, dismissed as “a big lie” recent allegations
that he had transferred $6 billion in state funds to per-
sonal bank accounts abroad (7he New York Times, August
15, 1990; A6). Civil servants who had retired ten years
earlier from Zambia’s Ministry of Power, Transport,
and Communications were found to be drawing their
salaries on a regular basis. “A snap survey carried out
on various public service departments found that 3
percent of the names on the government payroll were
counterfeit. . . . It was estimated that the government
was losing 500 million kwachas ($12.5 million) a year
in fraud of this kind (New African, December 1991; 33).

The Deleterious Economic Effects of
Corruption

Bribery, embezzlement, and theft—sometimes on a
grand scale—divert enormous resources from public
coffers into private hands. Unchecked, it eventually
blossoms into a “culture of corruption.” Nigeria is a
typical case where corruption has mushroomed and
spilled over onto the international scene with various
“advance fee” frauds and scams. In many African
countries, unrestrained corruption pervades the civil
service, statutory boards, and public corporations;
what began as occasional acts of public misconduct has
spread like a cancer. The result is a pathological con-
dition of “systemic corruption”—an administration in
which “wrong-doing has become the norm, whereas
the notion of public responsibility has become the
exception, not the rule.” Corruption is then “so regular-
ized and institutionalized that organizational supports
back wrong-doing and actually penalize those who live
up to the old norms (Chazan et al. 1992, 180).
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This pattern of looting has become so deeply in-
grained that it is difficult to eradicate. In Ghana, for
instance, Commissions of Inquiry into official wrong-
doing have accompanied each new regime and each set
of commissions unearthed, not unexpectedly, massive
corruption and graft. Every commission recommended
stiffer penalties and/or special police agencies to ferret
out these practices. In 1983, Flight-Lieutenant Jerry
Rawlings, the new ruler, had people who were found
guilty of major acts of corruption shot. Yet the inci-
dence of corruption has actually worsened.

Corruption has several deleterious effects on eco-
nomic development. First, it breeds inefficiency and
waste. Contractors and suppliers fail to deliver. Who you
are and how big a kickback you offer matter more than
how well or efficiently you perform a job. As a result,
work done is shoddy: roads are poorly constructed and
wash away at the first drop of rain; telephones refuse
to work; postal service is non-existent; and the entire
communication system is a shambles, costing the coun-
try billions in lost output.

Infrastructure has crumbled in many African coun-
tries. The educational system has sharply deteriorated.
Roads are potholed. Hospitals lack basic supplies, and
patients are often asked to bring their own bandages
and blankets. When former president Mobutu Sese
Seko of Zaire fell ill, he flew to France for treatment.
Tanzania’s President Julius Nyerere passed away in
St. Joseph’s Hospital in London in 1999, while Zam-
bia’s President Levy Mwanawasa died in a Paris hos-
pital in August 2008. “Zimbabwe’s phone system is
notoriously [so] bad [that] many businesses use mes-

sengers and personal visits instead” (The Economist,
March 2, 1996; 44). In 2015,

Equipment breakdowns and lack of essential drugs at
Mpilo and United Bulawayo Hospitals is threatening
the health of the people in Zimbabwe. . ..

Mpilo has suspended all surgical procedures owing to
a critical shortage of drugs and operating consumables
such as oxygen kits—leaving scores of patients stranded.
Meanwhile UBH is manned by only one orthopedic
surgeon. Currently more than 50 orthopedic patients are
said to be on the waiting list. . . . According to patients and
officials at Mpilo, the health institution has also run out
of basics such as bandages and cotton wool swabs.

“It is now the order of the day for patients who qual-
ify for medical schemes and subsidised health services to
buy prescribed drugs from private pharmacies using
their own money. Patients who want to undergo various
operation procedures are the most affected as they are

required to bring their own gloves, syringes, and other
consumables,” said a nurse at the hospital who refused
to be named for fear of victimization. (The Zimbabwean,
February 5, 2015)

State institutions decay and break down. Nobody
cares because tenure of office and promotions are
based not on competence and merit but on personal
loyalty to the president, ethnicity, and sycophancy.
Institutions such as the civil service, the judiciary,
parliament, and the police disintegrate and fail to
function since they have all been perverted. Says Ken-
yan scholar Tom Ochieng based in Charlotte, North
Carolina: “Today in Kenya there is no rule of law.
If you commit a crime, traffic offense, or anything else,
you only have to bribe the police. Your lawyer will even
tell you to take something to the judge presiding over
your case and the case will be delayed and eventually
thrown out” (African News Weekly, August 4, 1995; 6).

“Today, there is no institution of government that
is not riddled with corruption, not even the military,”
said Kennedy Agyapong, Ghanaian member of Par-
liament in an interview with Sahara TV on November
14, 2014.%

The rot is not confined to one area but seeps into
all areas of government. Parliament becomes a joke—
a rubber stamp. Olusegun Obasanjo, former president
of Nigeria, dismissed the country’s National Assem-
bly as “a den of thieves and looters™ (Premiere Times,
November 24, 2014). The police, the military, and the
civil service—are all hopeless. Even though the state
soaks up scarce resources (through heavy taxation),
it fails to fulfill its role in facilitating economic growth
or delivering essential services.

Nigeria has many fine lawyers, but the judiciary is
tainted by trials settled with bribes. It has fine academ-
ics, but universities are tarnished by the trade in diplo-
mas. It has respected chiefs, but the nobility has been
mocked by the sale of chieftaincy titles. In many ways,
the institution which has suffered the most under this
military regime is the military itself. “Military men are
not soldiers anymore” is a common Nigerian observa-
tion (The Economist, August 21, 1993; Survey, 6). Nige-
rian cities have fire departments, but often there is no
equipment. When a three-story apartment building
and a bakery were destroyed by fire in Umuahia “one
volunteer, Mr. Timothy Nwachukwu, said that the fire
service did not help because they had no working vehi-
cles” (African News Weekly, February 24, 1994; 12).

Institutional break-down and the failure to provide
the most basic essential services creates an environment
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inimical to development. The cost of doing business
in such an environment increases enormously. Sim-
ple, routine applications take weeks to be approved.
Security of persons and property can seldom be guar-
anteed. Expanding production becomes chancy, given
intermittent disruptions in the supply of electricity and
water.

According to the World Bank report, Doing Business
i 2015, several countries improved their regulatory
environment to facilitate the ease of doing business.
Only five of the top ten improvers were African, and
getting electricity remained a challenge in such coun-
tries as Ghana and Nigeria which were often blanket-
ed with rolling outages, which Ghanaians aptly char-
acterized as “dumsor” (off/on).

Second, corruption aggravates the budget deficit
problem. Expenditure figures are padded. Ghost work-
ers proliferate on government payrolls. In Sierra Leone
scores of ghost workers were added to the government
payroll and their salaries collected by living workers,
defrauding taxpayers of millions of leones. “In one
government department 75 percent of the staff were
found to be nonexistent” (West Africa, September 5—11,
1988; 1648). “An audit task force appointed by the
Nigerian Government said on 1 November 1996 that
it had discovered 28,000 ‘ghost workers’ on the state
payroll . . . . The ‘ghost workers’ are either fake, retired
or dead persons whose names remain on the payroll
for fraudulent officials to claim their wages” (4frican
News Weekly, November 11-17, 1996; 17).

Nigeria’s Minister of Finance Ngozi Okonjo-Iweala
said that corruption had persisted in the country
because Nigeria lacked the institutions, systems, and
processes to prevent it. She also disclosed that about
62,893 ghost workers had been nabbed and reburied—
hopefully for good with stakes driven through their
hearts (African Leadership Forum, July 10, 2014).

Elsewhere in Africa, the ghost workers scam
remained the popular tool for looting and defrauding
the state:

® 6,000 ghost workers in Zimbabwe (7 e Standard,
February 14, 2014)

® 7,000 ghost workers in Ghana (Ghana News,
September 1, 2017)

® 7,000 ghost workers in Uganda (7#e Sunday Monitor,
August 5, 2013)

® 12,000 ghost workers in Kenya (7%e Daily Nation,
November 20, 2014)

® 14,000 ghost workers in Tanzania (4llAfrica.com
August 20, 2014).
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Revenue collectors are notoriously corrupt, pocket-
ing part of tax proceeds, waiving taxes if they receive
large enough bribes. Partly as a result, African budgets
are chronically in deficit, which is often financed by
printing money. That in itself often aggravates infla-
tionary conditions in the economy, occasioned by
shortages and supply rigidities.

By 2014, the problem had not been solved; rather it
had worsened.

® In Kenya, “The Cabinet ordered government offi-
cials to be investigated for allegedly colluding
to pay 12,000 staff unaccounted for after the con-
clusion of the biometric registration exercise”
(Daily Nation, November 20, 2014).

B In Zimbabwe, ‘A report from the Public Service
Commission (PSC) indicated that some 6,000 irreg-
ularly employed youth officers have been removed
from the payroll” (7he Standard, October 14, 2012).

® |n Tanzania, “The amount stolen could have saved
many lives by purchasing essential medical sup-
plies,” the deputy minister observed. Mr. Nchemba
announced that over 40 billion shillings was paid
to 14,000 fictitious workers, equivalent to 480
billion shillings—annually” (4llafrica.com, August
28, 2014).

® In Nigeria, “The federal government has uncov-
ered a total of 60,000 ghost workers in federal
establishments across the country following the
staff audit of the federal government ministries,
departments and agencies (MDAs) on the imple-
mentation of the integrated Personnel and Payroll
Information System (IPPIS). The current number
indicates a 20 percent increase over the 50,000 ear-
lier announced, the coordinating minister for the
economy (CME) and minister of finance, Dr. Ngozi
Okonjo-Iweala disclosed” (Allafrica.com, October
22,2014).

More disgraceful, it was the IMF which helped
Ghana clear ghost names from its public payroll:

The International Monetary Fund (FUND)—which is in
talks with the Ghanaian Government for a financial
programme—is helping the young oil producer to clear
ghost names from its public payroll. “The IMF team
is working with the authorities, and is working with
the authorities in several areas including issues related
to concrete steps in cleaning up the government pay-
roll...." Deputy Spokesman, Communications Department
of the IMF William Murray, revealed at a news conference
in Washington, Thursday, December 11, 2014.
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The Government has been spending about 70 percent
of tax revenue in paying public sector workers. That fig-
ure was reduced by more than 10 percent recently, accord-
ing to President John Mahama, after all outstanding pay-
ments and arrears relating to the migration of workers
onto the single spine salary structure was dealt with.

In July this year, the Controller and Accountant Gen-
eral’'s Department (CAGD) announced that it has deleted
3,179 ghost names from public payrolls in the Greater
Accra region alone, between April and June. Also in Jan-
uary this year, Deputy Minister in charge of tertiary edu-
cation, Samuel Okudzeto Ablakwa, announced that the
government had deleted over 2,913 ghost names from the
Ghana Education Service’s (GES) payrolls. In November last
year, 1,052 staff of the Korle Bu Teaching Hospital could
not be accounted for after a head count. An additional
60 who were paid through the hospital’s internally gener-
ated funds (IGFs) could also not be accounted for. Of the
1,052 members of staff, 490 belong to other institutions
but worked under KBTH, while 84 were newly employed
nurses at the hospital.

In March last year, about 1.3 per cent of Ghana's GDP,
translating into over GH¢1 billion, was paid to non-exis-
tent public sector employees or ghost workers in 2013,
according to analysis done by Dr. Joe Abbey, Executive
Director of economic think tank Centre for Policy Analysis
(CEPA). He said an average of GH¢100 million was paid
to ghost employees every month in 2012. (GhanaWeb,
December 13, 2014)

Third, corruption drives away foreign investors:
“Government contracts in Nigeria, say international
businessmen, are among the most expensive in the
world ‘mainly because of excessive margins built into
such contracts for personal interests.” Those personal
interests can be seen attending expensive schools in
Britain, or parked outside plush government villas: a
Maserati or Lamborghini is quite normal for an army
chief” (The Economust, August 21, 1993; Survey, 5).

Africa has remained a wilderness to foreign inves-
tors for a variety of reasons: weak currencies (except
notably in extractive industries, where output is priced
in dollars), exchange controls, a feeble local private
sector, poor infrastructure, small domestic markets, sti-
fling bureaucracy, political instability, uncertain legal
system, and corruption. Despite fanciful ads, elaborate
investment codes, and guarantees of profit repatriation,
Africa “attracts less than 5 percent of the direct invest-
ment going to the developing countries, an estimated
$2.5 billion or so in 1994” (The Economust, August 12,
1995; 11). In 1995, when a record $231 billion in for-

eign investment flowed into the Third World, Africa’s
share fell to a miserly 2.4 percent.

Crumbling infrastructure, chronic instability and
corruption have deterred foreign investors. Even
French investors are shying away from Africa. Accord-
ing to 7he African Observer (April 417, 1995), “Africa’s
share of French overseas investment dwindled from
$500 million in 1983 to §170 million in 1992, Jean-
Pierre Ranchon [vice president of the Council of
Irench Investors in Africa] said. Asia’s grew from $4
million to $600 million over the same period (p. 22).
But why should foreign investors be excoriated when
Africa’s kleptocrats do not invest their own wealth in
their own countries?

Asked former US Assistant Secretary of State for
African Affairs Herman Cohen (in 1991): “Over the
last 10 years, Africans themselves have exported $20
billi