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PREFATORY NOTE (v)

No complete economic history of the Gold Coast has been pub-
lished so far, and such attention as the subject has received
tends to be inadequate or partial. This dissertation cannot
claim to fill the gap: it is a preliminary study only, designed
to bring into perspective the main factors in economic develop-
ment which has taken place hitherto and to examine the prospects
for its continuance. Theoretical analysis of under-developed
countries 1s still impaired by a paucity of information, which
case studies can help to remedy, and the investigation of African

economies is particularly necessary at the present time,

Some knowledge of the geography and early history of the Gold
Coast is essential to an understanding of its more recent devel=
opment: these are outlined in an introductory chapter and supp-
lemented by the discussion of theoretical issues in Chapter 2,
Consideration of the current phase of development begins in
Chapter 3, which dals with war-time changes, and continues in
Chapter 4 with a study of population guestions. Chapter 5 re-
views development since the war and contains the main body of the
dissertation. A concluding chapter is both retrospective and

tentatively prognostic.

Each chapter is prefaced by a table of contents and followed
(where necessary) by an appendix and a list of notes and refer-
ences. New series of diagram and table numbers begin in each
chapter, and the numbers identifying tables in appendices are

prefixed with the letter 'A'.



(vi)

"The means of increasing the trade of this country,

and of every other country on the coast, obviously consists

in opening a free intercourse with the interior, in introducing

an improved system of agriculture, and the arts of civilised

lifey in enlarging their knowledge, and exciting their industry;

and, above all, in establishing such a government and police,

as will secure them in the enjoyment of what they may acquire

by exertion."

(From "An Account of the Gold Coast of Africa" (1812),
by Henry Meredith, Governor of Winneba, whose murder
by Fantis there in 1812 was the culmination of a series
of attacks on the British following the abolition of
the slave trade.)
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INTRODUCTION : GEOGRAFHY AND HISTORY.L

ADMINISTRATION.

On 6th March, 1957, the colony of the Gold Coast, together
with Togoland under United Kingdom Trusteeship, attained independ-
ence and dominion status within the British Commonwezlth, under the
name of "Ghana". The name of the new state recalls the powerful
negro empire in the region of the middle Niger which reached its
zenith about 1000 A.D. and whose capital stood about 250 miles
west of Timbuktu. OSince the present study is concerned mainly
with the economic development of the country in the years before
1957, it will be referred to throughout as '"the Gold Coast" unless

the context requires otherwise.

The Gold Coast lies between the longitudes of 1°14' East
and 3°7' West, and the latitudes of 4°45'North and 11°10' North.
Its coastline stretches for 334 miles along the Gulf of Guinea
and it reaches northwards for about 400 miles., On the west and
north it adjoins French colonies; on the east, Togoland under
French Trusteeship. Its total area is 91,8%3 square miles, which
is slightly larger than the area of Great Britain, and its fron-
tiers, the artificial result of political arrangements, do not
represent ethnic or geographical divisions. At the time of achiev-
ing independence, the Gold Coast comprised the Gold Coast Colony,
the Colony of Ashanti, the protectorate of the Northern Territor-
ies, and Togoland under United Kingdom Irusteeship. The last-

named was a narrow strip of the former German colony of Togo,



mandated in 1919 and placed under trusteeship by the United
Nations in 1946, Its northern section was administered with the
Northern Territories; its southern section with the Gold Coast

Colony. (See Diagram 1.)

As a Crown Colony, the country was administered by a Governor
responsible to the Secretary of State for the Colonies. He was
assisted by an Executive Council and there was & Legislative Coun-
cil for the Colony and Ashanti, which first had an elected major-
ity in 1946. A series of constitutional amendments prepared the
way for the granting of full independence in 1957, and the Ghana
National Assembly now legisletes for the whole country. All of
its 104 members are elected directly by universal adult suffrage.
The Government, which is based on tﬁe British ministerial system,
is in the hands of the Convention Feople's 'Party, under the leader-

ship of Dr.Kwame Nkrumah.

GEOGRAPHY .

Generally speaking, the vegetation zones in West Africa run
parallel with the coast and correspond with the rainfall, which
decreases as one goes inland. In the Gold Coast, the pattern is
rather less simple, but its climatic-vegetation regions are never-
theless well marked and each produces a characteristic human res-
ponse., (See Disgram 2.) The coastal plain, mainly grassland in
the east and drier there than in the west, gives way to equatorial
forest on higher ground to the north, which in turn merges into
open scrub or "orchard bush" country, and finally to savannah,

The whole of the forest area is well watered by small rivers and
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streams asnd most of it is ideal for cocoa-cultivation.

The climate is tropical - warm and dry on the coastal plain,
warm and wet in the south-west corner, warm and moist in the for-
est belt, hot and dry in the north - and there are seasonal var-
iations of rainfall. Iable 1 below indicates the climatic varia-

tions between selected meteorological stations,

Table 1 ¢ Gold Cogst Rainfall, Temperatures and Relative Humidity.

E | Mean Yearly Mean Max. ! Mean Min., | Mean Rel.

| Station 1 Rainfall. : Temp. Temp. Humidity. |
Inches. ! op op . (noon GMT.)

| Acera 29 86 | 73 68 |

. Axim ! 84 85 4 78

| Kumasi 59 86 70 71

 Tamale | 43 92 72 53

; Ho 1 56 ; 89 1 72 | 64

Source : Ghana Handbook of Commerce & Industry, 1957.
Note : Rainfall and temperature figures have been rounded,

Nearly all of the country is less than 1,000 feet above
sea-level, and there are no notable mountains or highlands. Except
for their lower reaches, the main rivers (of which the Volta is
by far the largest) are navigaﬁie only by canoes. There are no
natural harbours and although a great deal of trade still passes
through the open roadstead at Accra most of the shipping is handle
by the artificial port at Takoradi. The new harbour at Tema, near

Accra, is approaching completion.

The main gold, manganese and bauxite workings are in the

area between Takoradi and Kumasi, as may be seen from Diagram 2,
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and there are a number of deposits which are not being worked at
present. Diagram 1 shows the extent of the government railway-
system and the locations of the principal roads, most of which
have not yet been tarred. "Population and Resources" are discuss-

ed at length in Chapter 4.

HISTORY 3 THE SLAVE TRADE.

The history of the Gold Coast from its first known contacts
with Buropeans falls into three fairly well-defined periods, each-
of which, from an economic point of view, may be said to have pré-
pared the way for the next :-

(1) Barly European Contacts & the Slave Trade - 1471 to 1807%

(2) The Traders' Period - 1807 to 18703 and

(3) Colonial Expansion and Development - 1870 onwards.

The earliest authenticaled visit was made by Portuguese
navigators in lh?l, and eleven years later their compatriots est-
ablished a fort at BElmina which became the West African head-
quarters for the Portuguese trade in gold and slaves. Other
nations followed, and during the 17th Century British, Dutch,
Swedish, Danish and Prussian forts or "lodges" were built along
the coast on land rented from native chiefs, Alluvial gold was
at first the main attraction, together with pepper and ivory, but
in the 18th Century the slave trade became overwhelmingly import-

ant. By 1850 only British, Dutch and Danish interests remained.

These forts were not managed and controlled by governments,

but by companies of merchants. EBEuropean influence extended little



o
f

further than the range of their guns, and their garrisons had no

direct knowledge of the interior of the country. Coastal tribes

served as intermediaries in trade, aﬁd many early writers express
grudging admiration for their hard bargaining and acuity both as

buyers and as sSellers. OSome chiefs even exacted a rudimentary

form of Customs duty.

At this time, the warlike Ashanti tribe and the thick forest
belt which they inhabited imposed a formidable barrier to commun=-
ications. Ancient trade routes to North Africa and Egypt, the
Muslim influence and its written literature, and the use of horses
and camels promoted among the northern peoples a manner of life
and economic organization quite differsnt from that in the south.

These differences have persisted up to the present day.

The story of the abolition of the slave trade has often been
told. When the British government declared it illegal in 1807 and
began the long campaign of suppression, this was far from popular
among the African merchants and t he Ashantis and other tribes who
had found it very lucrative., "The slave trade was the main export
trade of the Gold Coast. There existed a vast organization of
wholesale dealers, brokers, depots for the collection of slaves.
The slave trade, like the cocoa trade of today, was a trade in
which the small man could share, The purchasing power of the
people depended on it. .... Not only EBuropean fortunes, but

African fortunes, were founded on the slave trade."g

From the point of view of economic development, therefore,



some of its results were on balance beneficial, however much
damage it may have caused by depopulation and in other ways. It
had stimulated the interest of Europeans in the Gold Coast, intro-
duced many exotic food plants (such as corn, groundnuts, cassava,
coconuts, bananas and eitrus fruits) which still form the basis

of African diets, and familiarized many of the people with the
operations and articles of commerce (Brummagem goods, iron pots
and kettles, copper and tin, beads, linen and broadecloth.) The
process of integration into the world economy had begun, and the
later British colony of the Gold Coast may quite properly be con-

3

sidered a by-product of the slave trade.,=

THE TRADERS' PERIOD - 1807 to 1870.

The abolitionists in Britain had learned their political
economy from Adam Smith, and their evangelical reformism was temp-
ered with shrewd common sense. "They appealed both to principle
and to profit; they invited traders to establish 'a just and equit-
able traffic' in the products of African labour, in place of the
unjust traffic in human lives. They summoned the Royal Navy to
police the West African coast and their successors summoned Britist
military power to pacify the hinterland. The experience of West
Africa from the beginning of the nineteenth century to its end
proved their judgement right: a 'just and equitable commerce'’
could not strike firm roots except within the shelter of 2 pax.
Even within that shelter it could not multiply and fructify unless

it were watered by the inclination both of Buropeans and Africans

1!,'_1’

to better their private conditions.



Although surreptitious slave-tradihg continued along the
coast for over fifty years, and slave-raiding in the interior for
much longer, palm products had become the Gold Coast's chief expor
by the middle of the 19th Century, and trade throve on the growing
demand for vegetable oils in Burope. A series of clashes with the
growing military power of Ashanti delayed penetration inland and
the peaceful development of agriculture, but even so British in-
fluence spread, promoting among the coastal tribes an acceptance
of the rule of law and a renunciation of barbarous customs. In
1844 the Fanti chiefs signed the now-famous "Bond" acknowledging
British power and jurisdiction and by 1872 both the Danes and the
Dutch had sold out their establishments and only British interests

remained.

The British Government took over control of all the British
forts in 1821 but relinoguished it seven years later to a Committee
of London Merchants, and although it stepped in again in 1843 its
attitude continued to be marked by a reluctance to accept new res-
ponsibilities or obtain territorial concessions. The British
merchants, however, refused to withdraw, and it was chiefly the
need to protect them and their local allies against the depreda-
tions of the Ashantis which increasingly involved the Government.
Colonies were generally regarded as a drain on British resources:
Adam Smith's views come to mind in this connection.é Even as late
as 1865 a Parliamentary Committee on West Africa reported that
"All further extension of territory or assumption of government,

or new treaties offering protection to native t ribes, would be
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inexpedient” and recommended ultimate withdrawal,.2

This was the era of the "palm-oil ruffians”, yet to call it
merely "The Iraders' Period" is to over-simplify., Soldiers,
missionaries and administrators (of whom George Maclean was the
greatest) also played a part in developing the country. The Eur-
opean population was pitifully small - only 37 in 1846, 70 in 1858,
and about 100 in 1867 - and mortality was appalling.z Epidemics
were frequent and deadly. A yearly death-rate of 107 was not
unusual and one of 5% was thought favourable.§ As the Century
wore on, the number of missionaries gradually increased, and from
about 1840 onwards there was a growing body of Christian influence
and a2 growing community of educated Africans. Some missionaries

gave technical or agricultural instruction as well as teaching the

Gospels and reading and writing.?

In 1870, at the end of this period, the Gold Coast had not
yet become a separate colony: its boundaries had not been demarc-
ated and it had not even been completely pacified. But in a sense
the stage had been set for the astonishing act which was to follow,
Britain had become increasingly committed to the task of govern-
ment, trade in palm oil and palm kernels had laid the foundations
of prosperity, and the country had been drawn further into the
world economy. Increasing numbers of Africans had come under
Buropean influence or benefited from Buropean instruction. Alth-
ough there were as yet few African merchants the function of entre-
preneurship was being pefformed roughly but effectively by a few
energetic British traders and "it is better to have 'palm oil
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ruffians' to pioneer a thriving commerce than to have no economic

pioneers at 211,10

CCLONIAL EXPANSION & DEVELOPMENT - 1870 onwards,

In 1874 Sir CGarnet Wolselay captured Kumasi, the Ashanti
capital: this was the first British move in the partition of trop-
ical Africa. In the same year, the Gold Coast was separated from
Sierra Leone and (with Lagos) became a separate Colony, but did no
become a Colony on its own until 1886, Competition in empire-
building with France and Germany led to the establishment of a
British protectorate over the Northern Territories in 1897, and
after two more military campaigns against it Ashanti was formally
annexed in 1901, Thus, in thirty years or so, the coastal outpost:
had expanded into the framework of the modern colony. For Britain
as for other colonizing powers elsewhere, the first need was to

secure African recognition of its authority.

Meanwhile, there had been considerable economic development.
First there was the "gold rush" of the 1880's to the Tarkwa area.
"The potentialities of the field were introduced to Europe in the
usual fashion, that is, by an exaggerated, quite unwarranted, and
soon exploded boom in the shares of innumerable companies whose
prospectuses portrayed a new Witwatersrand. .... It has been est-
imated that 321 companies were registered up to June 1901, with a
total nominal capital of over £25 millions, of which possibly £15
millions was issued."l} Gold-mining did not begin in earnest until
the beginning of the 20th Century, however. In the same period,

there was also a short-lived boom in wild rubber, which (according
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to one authority) "caused the spread of commerce even to the

remotest parts of the forest,"12

Secondly, the large-sczle development of communications had
been begun with the building of a railwey line from Sekondi teo
Tarkwa between 1898 and 1901, This was intended to serve the
mining area, but by 1903 it had been extended to Kumasi for admin-
istrative ressons even more than economic ones: it was financed by
the Government from loans. Thirdly, the potentialities of cocoa
as a cash crop were becoming apparent. In 1887 the government
supplied Akwapim farmers with seedlings grown from imported pods,

and in 1891 the first shipment, of 80 lbs. of beans, was made.

Changes taking place in Briteain favoured development. A
policy of intervention in Africa had been adopted by the govern-
ment and found explicit formulation in the "constructive imperial-
ism" of Joseph Chamberlain, Colonial Secretary from 1895 to 1903,
The Colonial Stocks Act of 1900 enabled colonies to borrow at
favourable terms on the London market, while official encourage-
ment of research into tropical medicine and agriculture hastened
the practicel application of new scientific knowledge and the
reduction of Huropean death rates in Africa, Committees of ad-
visers were set up at the Colonial Cffice, and the long task of

reforming colonial administrations was begun.

Industrial expansion in Britain and Western Europe increased
the need for raw materials, while rising standards of living

brought a greater demand for imported foodstuffs such as cocoa,.
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New inventions and methods of production reduced the cost of
building railways and steamships, making possible a revolution in
means of transport and a clossr connection between primary produc-
ers and the consumer., The profits of industry became available
for investment oversess, and an unprecedented erzs of capital ex-

ports was inaugurated.

"IHE LEAP TO PROSPERITY" - 1900 to 1929.

The second phase of this period in the Gold Coest has been
called "the leap to prOSperity“%é, and lasted from the beginning
of the Century to the depression of the 1930's. In this compara-
tively short space of time the total value of Gold Coast imports
and exports increased tenfold - from £2,4m, in 1901 to £7.6m. in
1911 and £25,1m, in 1928.%E The chief cause was the remarkable

development of the cocoa industry.

Encouraged by the government and stimulated by peaceful
conditions and improving communications, cocoa-production grew
rapidly in popUlarity among the peasant farmers of the forest.
Bxports of cocoa increased steadily, as Iable 2 shows. They soon
outstripped rubber and palm products in importance, and in 1910
their value surpassed that of gold exports. From 1915 onwards
they seldom represented less than 607 of all domestic exports by
value, and in 1920, 1927 and 1928 exceeded aoﬁ.%? Even before the
first world war the Gold Cozst had become the world's largest

producer of cocoa.
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iable 2 : Quantity and Value of Gold Coast Cocoa Lxports,
(quinduennial averages), 1892-1936,

Guantity Shipped '

Five-year ! Total Value : !

[

; A Annual Average, | Annual Average.

| 000 Tons | £000 f.o0.b,

| 1892-96 32 Neae

| 1897-1901 329 Nea.

- 1902-06 4,711 181

- 1907-11 20,934 858

. 1912-16 58 4 306 24765

- 1917-21 118,290 59609

- 1922-26 205,858 74412
1927-31 225,732 9,025

| 1932-36 | 256,033 | 59477

Source : Nowell Commission Report, Cmd.5845 (1938):
S.H.Frankel : "Capital Investment in Africa"
(1938) - Table 78.

Extractive industries also contributed to the new prosper-
ity. Gold production increased to a peak in 1915: quantities
~ exported averaged well over £lm., a year in value from 1907 to
1920 but fell away for the next decade. Manganese exports began
in 1916 and diamond exports four years later. Output increased
so rapidly that by 1929 the quantities exported amounted to over
400,000 tons and 600,000 carats respectively, worth about £Zm.

and £3m, These developments more than compensated for the fading

Uiagram 3 graphically

illustrates how the value of exports grew, making possible a vast

importance of palm products and rubber.

increase 1in imports.

The profits to be made &om exports and imports stimulated
investment on an unprecedented scale by the European firms which

handled practically all trade, and competition was fierce. Gov-
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arnment revenues expanded simultaneously (they depended largely
on Customs duties), and fortunately for the country a progressive
Governor saw the opportunity thus created, ©Sir Gordon Guggisberg,
vho held office from 1919 to 1927, introduced a Ten-Year Plan
designed to provide the funds needed for education and other
social services by improving the transport system so as to open
up new areas and reduce freight rates on imports and exports.

The total expenditure planned was £24m., to be met partly from

loans raised in London.

A second railway line had been pushed northwards from Accra
and in 1915 reached Koforidua., By 1922 it had been extended to
Kumasi and through traffic could travel from Sekondl to Accra,
(See Diagrsm l.) There had also been a great deal of road-
building, which played a vitael part in expanding cocoa-production
and had begun to open up the Northern Territories., Guggisberg's
greatest achievement wes to add to this still-inedegquate transport
system the deep-water harbour at Tekoradi, completed in 1928,
Other projects completed under the Ten-Year Plan included the
large modern hospital at Korle Bu and Achimota College, which was
intended to provide education up to University level and to supply
the country with leaders. BRoad snd railway mileages were further
Increased; water and electricity supplies were installed in the
main townsj; postal and telecommunications services were extendeds
a policy of forest conservation was initiated; and in general the
services provided by the goverhment were consolidated and streng-

thened.,
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All these and other changes meant that the Gold Coast of
1929 was a very different place economically from what it had
been in 190C., While continuing to make the colony pay its way,
as it was expected to do, the government had been enabled to
provide the beginnings of that "social overhead capital" essential
for further development. In the private sector, output was ex-
panding and there had been considerable capital investment both
in commerce and in mining, Soecial tranquillity prevailed, and
the long process of raising levels of health and education had
been begun. The phenomenal growth of the cocoa industry, involv-
ing a huge aggregate investment by peasant-farmers, had altered
the balance of agriculture and was producing fundamental changes
in the country's economic structure. Standards of living had
been achieved which few under-developed countries at that time
could afford: continuing prosperity and a further steady advance

seemed to be assured.,

THE 1930's.

Any complacency there may have been was rudely shattered as
the effects of the world depression made themselves felt. The
f.0.bs price of cocoa, which had averaged £80 per ton in the boom
year 1920, fell from £50 in 1928 to £41 in the following year and
continued falling wntil it was only £18 in 1934, Cocoa exports,
worth over £1lm. annually and over 807 of total exports in 1927
and 1928, dropped to little more than £4m. and 51/ in 193k%.
Although the value of mineral exports remained fairly steady,

chiefly because of the improving market for gold, the drop in
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returns from cocoa was the principal factor in reducing government
gross revenue from about £4m, a year in the period 1924-28 to

L£2¢3me in 1931 and less than £2,7m, in the following three years.

(See Liagrams 3 & k.)

Largely as a result of Guggisberg's financial policies,

the public debt had risen from £3.4m. in 1919 to £11.8m. in 1929
and nearly £13m. in 1930.§§ Although the loans in question had
been used for "long-period growth investment" which was not direct-
ly revenue-producing, the debt charges had not been unduly diff-
icult to meet during the years of expansion. As government rev-
enues contracted, however, they became a serious burden and a
contributory cause of budget deficits. [Murthermore, the inflow

of capital, which had fanned earlicr prosperity, now ceased ab-
ruptly: in consequence, activiiy was greatly restricted and the

country's economic difficulties were intensified.lz

Confronted with a choice between depleting its reserves and
a policy of retrenchment, the government decided on the latter
course., DLevelopment projects were curtailed and social services
reduced., Two hundred officials were retired and the remainder
suffered a levy of up to 107 on their salaries. Import duties
were increased, but an attempt to introduce income tax in 1931
was vehemently opposed and had to be dropped. A later proposal
for a local tax, to be collected by the Chiefs, met the same fate,
and in 193% efforts to charge for weter in the few towns with

pipe-borne supplies led to political disturbances and the sending
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of a deputation to the Secretary of State, Indirect taxation,
therefore, continued to be the mainstay of revenue: Customs duties

accounted for nearly 77% of it in 1935,

Trade revived fairly rapidly, however, and the value of
exports in 1936 (£12m.) was almost as much as it had been in 1929.
The cocoa price began to rise again and in 1937 cocoa exports
were worth more than in any year since 1928 and over twice as
much as in 1933 and 1934, (See Diagram 4.) The value of mineral
exports in 1936 (£4,2m,) was higher than ever before. Government
revenues also revived, and between 1932 and 1939 the government
managed to inercase its reserves from about £2m, to £5im. Despite
a recession in 1938 the outbreak of the second world war (to quote
from an offiecial reportlg) "found the Gold Coast prepared, with a
prosperous economy, inereasingly responsible local government
authorities, better zducated and healthier people, and a high
standard of internal security." Professor S.H.Frankel has pro-
duced statistics for African countries south of the Sshara at this
period%? which may serve as a broad index of relative economic

development: a selection from them is given in Table A4,

Even before the great depression, though, fluctuations in
the cocoa price and in the returns from cccoa exports had emphas-
ized the dangers inherent in reliance on one major agricultural
crope The serious nature of these is clearly indicated by
Diagram %, while Table A,3 attempts to show their effect on the
cash incomes of individual farmers during the ten crop years to

1935-36. Since the entire cocoa crop was purchased for export
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each year by thirteen large Buropean firms, it was hardly surpris-
ing that the producers, ignorant as they were of price-movements,
should have come to regard their operstions with mistrust. This
mistrust was a contributory cause of the farmers' "hold-up" which
completely stopped cocoa marketing for five months during the

1937-38 season.

Many of the issues involved in the "cocoa hold-up" are still
controversial, but they were carefully examined at the time by
the Nowell Commissionggand there is no need to recount its detail-
ed findings here. What happened, in brief, was that in 1937 all
but one of the cocoa-buying firms negotiated a '"Buying Agreement"
deslgned to control the price paid to farmers and to protect them=-
selves from the damaging effects of intense competition, This
scheme might have succeeded, as earlier ones seem to have done,
but for the fact that the 1937-38 season opened with a purchase-
price of 12/- per 60-1b, load, which soon fell to 9/3d.: prices

in the previous season had reached 26/6d, a load, 2l

Not unnaturally, in the circumstances, the farmers rapidly
decided that the Agreement was monopolistic and unfair to them.
With remarkable unanimity they refused to sell their cocoa and
boycotted the firms' retail merchandise stores, causing a virtual
stoppage of economic life from October, 1937 until April, 1938,

wvhen a truce was declared and the accumulated stocks were sold.

The "hold-up" was of immense importance politically and

economically, It provided both a pattern for the agitation which
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was to culminate in self-government only twenty years later and

an example of successful mass action to which nationalist leaders
could draw attention when monopolistic tendencies recurred among
trading firms immediately after the wer., Further, it concentrated
government and public attention on the structure and problems of
the cocoa industry and so prepared the way for the Marketing Board

system,

Finally, brief mention must be made of the economic relation-
ship between Britain and the Gold Coast in this period, if only to
counter the absurd allegations still made from time to time.
Britain neither imposed any taxation for its own benefit nor ex-
ercised any monopoly of trade, and the "open door" policy was an
important factor in the growth of the Gold Coast's foreign trade.
Bven the revival of Imperial Preference from 1917 onwards brought
no discriminatory tariffs in the Gold Coast. Indeed, it was not
free to impose them, for the Anglo-French Convention of 1898 and
the Anglo-Dutech Treaty of 1871 ensured protection there for the

trade of all countries with "most-favoured nation" rights.

When action was taken to meet competition from Japanese
textiles, therefore, straightforward discrimination was not poss-
ible in the Gold Coast and the system of quotas introduced in
1937 applied to imports from all countries, including Britain.

In addition to curbing Japanese trade, this appears to have had
the unintended effect of stimulating competition from low=-cost
Empire producers gych as India and Hong Kong.'gg Cocoa, of course,

could not in any case have been sheltered effectively by Imperial
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Preference, since the supply within the Empire exceeded the

Empire's demand.

As regards capital, British investment was more important
than any other in developing the Gold Coast's trade and industry,
but capital from other countries had entered without restriction
and in significant amounts. French and Swiss investment was par-
ticularly notable, and the reinvestment of trading profits made
by Levantines., The country benefited too from being closely linked
to the London capital market and specialized British financial inst
itutions, and after 1912 the West African Currency Board system

helped to ensure the stability of its currency.gé

SUMMARY AND CONCLUSIUNS.

The history of the Gold Coast's economic development up to
1939 has now been briefly outlined. Inevitably, much has had to
be omitted, but the general pattern is clear. First came gold-
seekers from Europe; after them the slave trade flourished for
some 200 years, to be replaced at last by a "legitimate commerce"
in which palm oil was the chief article of trade. The period of
colonial expansion may be dated from 1870, but it was not until
the present Century that modern development really began, when
peace had been established and communications improved, and when
gold-mining and the rapidly-growing cocoa industry were forming

the country's economic structure.

Three important points have already emerged and deserve to

be emphasized., First, the development of the Gold Coast is of



very recent occurrence., Luropeans had had a footing on its
coastline for centuries before they penetrated inland and hastened
the transformation from a subsistence to an exchange economy: its
modern economic history covers little more than sixty years.
Secondly, the circumstances of its development were vastly diff-
erent from those which had pertzined in Western BEurope and the
countries of European settlement. Thirdly, that development was
a complex process involving many factors, no single one of which

was uniquely important.

Some baslc features may justifiably be distinguished,
however: (a) the possession of valuable indigenous and fairly
easily cultivable products and a population able and willing to
develop them commercially; (b) good administration, which provided
both peace and transport facilitiesj; and (c¢) the unhampered stim-
ulus of trade, fostered by powerful commercial 1nterests.g3 It
is as naive to think "imperislist greed" the only motivating
force in the process as to attribute it to altruism. Adam Smith
is a better guide here, as Schumpeter pointed out, than Marx or

25

Lenin.=<

That these features were interdependent is clear, but any
attempt to allocate "weights" to them would be injudicious and
must involve subjective valuations. As regards the first =-
natural and human resources - the pattern of foreign investment
responsible for their developrment was the familiar one of con-
centration on extractive industries working for export. In a

sense this constituted "exploitation", but it resulted more from
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an acceptance of economic realities than from any sinister design.
Mining enterprises assisted d evelopment directly by supplying
scarce co-operant factors of production, and indirectly by en-
larging the local market, providing technical training and social
26

overhead capital, contributing to government revenue, and so on.,=>

In the circumstances, lop-sided development was inevitable:
it is a mistake to blame it on the colonial power. Where the
Gold Coast pattern differed from those of most comparable coun-
tries, however, was in the growth of a major export industry
founded on the activities of a large section of the population,
widely distributed over a huge area. Many factors ceontributed
to the success of this, such as the venturesomeness of the farmers
themselves and the fact that they were not already committed to
another crop; the eminent suitability of the land for growing
cocoa and its availability, uncomplicated by the presence of a
settler community; the attitude and activities of the government,
especially in regard to communications and land tenure; the trad-
ing organization bullt up by European firms and their readiness
to expand itj; the growing world demand and relatively favourable
prices, The circumstances were so propitious, indeed, that no
other agency could have produced such rapid development in such

a short space of time,

The second feature - good administration - has too often
been taken for granted, yet prosperity in the Gold Coast owed a
great deal to the policy of the "dual mandate",; in which were

merged the two main streams of thought so long characteristic
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of Britain's attitude to its colonies. "By railways and roads,"
wrote Lugard, its leading apostle, in 1921, "by reclamation of
swamps and irrigation of deserts, and by a system of fair trade
and competition, we have added to the prosperity and wealth of
these lands, and checked famine and disease., We have put an end
to the awful misery of the slave-trade and inter-tribal war, to
human sacrifice and the ordeals of the witch-doctor. Where these
things survive they are severely suppressed. We are endeavouring
to teach the native races to conduct their own affairs with justicg

and humanity, and to educate them alike in letters and in industry.

"If there is unrest, and a desire for independence," he
concluded, " .... it is because we have taught the value of 1lib-
erty and freedom, which for centuries these peoples had not known.
Their very discontent is a measure of their progress."gﬁ Nearly
twenty years later, Professor Frankel pointed to "the growing
realization that many of the policies in the past were srroneous"
as a negative measure of progress achieved in Africagg, while even
so severe a critic as J.A.Hobson admitted that "the political
government of the (colonial) country is primarily directed every-
where to the rapid, secure, effective development of the national
resources, and their profitable exploitation by native labour
under white management." ("The chief indictment of Imperialism",
in his view, was that it did not even pretend to apply to "the
lower races" the principles of education and of progress it app-

lied at home.ag)

The importance of reasonably cheap transport has long been
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a favourite theme of economists and economic historians and needs
no special emphasis here. In the words of a United Nations study,
"the history of the development of svery economic crop in tropic-
al Africa is directly and intimately linked with advances in
transport facilities".é}The case of the Gold Coast is an outstand-
ing example of this. Its railway and 2ll important roads were
provided by the government: nearly a quarter of all investment
from abroad up to 1936 seems to have been devoted to capital ex-
penditure on the railway and harbour system.Q?As for the road-
system, detailed figures are not available, but it was sufficient-
ly far advanced for full advantage to be taken of the introduction
of cheap motor transport when the time came. In the matter of
communications, as in many other respects, the contrast between
the Gold Coast and its near-neighbour, Liberia, is highly in-
structive, and many writers have commented on it. Enough has
already been written here about trade, the third basic feature,

to indicate the vital part it played.

In a sense, of course, it is unrealistic and misleading to
speak of "prosperity" with reference to the Gold Coast at this
time. The term is entirely relative, and anyhow a country's
external trade statistics are not necessarily a reliable guide
to changes in the economic circumstances of its inhabitants.
Generally speaking, the Gold Coast was much more prosperous than
it had been, and more prosperous than many comparable countries,
but its people were still miserably poor by the s tandards of

Western Burope and America. The next stage in its economic hist-
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ory covered the war years, and their effect will be examined in
due course., First, however, it is desirable to consider briefly
the theoretical basis of investigation and try to discern which
aspects of the economy most deserve attention., This will be the

purpose of the following chapter,
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Table A,1 : uold Coast lmports & Exports by Value, Government
uinquennial averages) 02 - 1936.
! Merch- g Domestic_' Gross Customs ! Gross

| |Spoogs | Exports |pouli, |Revemue | 0.

| ; £000 | £000 £000__ | £000 £000

| 1902-06 j 1,680 1,232 588 | 371 587
1907-11 | 2,298 2,670 £71 508 | 729
1912-16 3,805 4,966 1,431 849 ! 1,332
1917-21 6,842 74759 2,453 | 1,449 ! 2,081
1922-26 74 542 9,596 3,910 2 2,264 | 3,700

| 1927-31 | 9,114 11,540 | 3,44 i 2,297 5 3,627

% 1932-36 | 6,143 9,031 i 2,791 #\l 1,953 ;ﬂl 2,667 #

Source : Adapted from S.H.Frankel : "Capital Investment in
Africa" (1938) - Tables 78 & 79.
Note : British Mandated Togoland included from 1926.
Imperial grants, 1900-07, excluded from Revenue figures.
# Average of years 1932-35 only.
(These figures are shown graphically on Diagram 3.)



Table A.2 : Quantity & Value of Gold Coast Cocoa Exports,

1906 - 1938.
! ‘ quantity! Value [ Av.,Value
‘ | | £000 | ©per ton
| 000 tons| Ff.0s¢be £ f,0.b.
1906 9 336 37
190 9 515 55
190 13 541 42
1909 20 799 38
1910 23 867 38
1911 40 1,613 41
1912 39 | 1,643 43
1913 51 | 2,485 | 9
. 191k 53 | 2,19% 41
| 1915 77 | 3,651 47
1916 | 72 3,848 53
|
191 | 91 3,147 | 35
191 | 66 1,797 27
1919 | 176 84279 47
1920 | 125 10,056 80
1921 | 133 L, 76k 36
1922 | 159 5,841 37
1923 | 198 6,657 33
1924 | 223 74250 3
1925 | 218 8,222 E
1926 | 231 9,181 0
1927 210 11,728 56
1928 | 225 11,230 50
1929 | 238 95704 41
1930 = 191 6,970 36
1931 | 24k 5,493 23
1932 | 234 54 511 24
1933 | 236 4,971 21
1934 220 4,041 18
1935 | 269 5, 204 19
1936 > 7 4660 25
1937 | 236 | 9,990 L2
1938 | 263 | W,54 17

Source : P.Hill : "The Gold Coast Cocoa
Farmer" (1956) - App.E.
Note : Figures have been rounded.
Annual quantities and values
are shown on Diagram k4.



Crop | Total | Est.Total |Est.Avge.
Year | Cocoa | Sum Paid |Price Paid
| Marketed! to Farmers|to Farmer
| 000 Tons £000 £ per Ton |
1926-7 238 10,877 L6
1927-28 | 207 | 9 1688 Y47
1928-29 | 242 | 8,233 3k
1929-30 | 232 | 8, 4071 35
1930-31§{ 223 | 3, 1697 17
1931-32 | 212 | 3,398 16
1 1932-33 | 255 3, 914 | 15
. 1933-3 220 | 26411 | 1l
| 193%-35 | 276 | 3,654 13
| 1935-36 | 285 | ;392 15

Source : Same as Table A2 - App.F.

Table A4 : Capital Invested, Tot
Area & Population - Gold Coast & other African
g8 Compared

Trade

"y

s

Domestic Exports,

| | Capital | Total | Domestic| pn.o |White LTotal‘
i _Invested | Trade | Exports Fopuln, Fop.
| l As percentage of total for Africa 3,
' Gold Coast ; 2.89 5.28 5.18 <99 .12 21
' Belgian Congo | 11.73 4.33 523 11,88 85| 14,31
' Nigeria ; 6,15 6.03 6.27 4,27 «23 | 19,01
N & S,Rhodesia 8.38 6.74% 7.15 5 52 2.91 | 2.65
. Kenya/Uganda 3.78 3.58 3.70 88| 6.71
. Tahganyika 4,25 2.40 2.30 g .38 | 5.34
| French Eq.Afr. 1.74% 1.48 132 10 9 19 | 3.37
| " W.Afr. 2.49 5,87 5.28 22,88 .85 | 14,63
]Union of South |
| Africa | 42.81 | 94.69 | .87 | 5.95 [89.51 | 8.61

Sgg;ce : S.He.Frankel :

Notes :

"Capital Investment in Africa" - Table 48
(1) These figures must obviously be treated with reserve

but at least they show the great diversity of con-

ditions °
Capital Invested =

(2)

"Africa" = Africa south of the Sahara.
overseas investment, 1870-1936.

The Gold Coast was estimated to have £13 5m, public
listed capital, £20,Mprivate, & £1.7m. non-listed,

giving a total of £35 3m,

Tanganyika includes Zanzibar.

(Frankel :

op.cit. Tab, 28;
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INTRODUCTION : GEOGRAFHY AND EISTORY.
hotes and References,

The principal sources of factual information in this Chapter

were :-
Annual Report on the Gold Coast, 1946,

FeMesBourret : "The Gold Coast" (1952),
AJW.Cardinall : "The Gold Coast, 1931" (1932).
C.EsCarrington : "The British Overseas" (1950).
Se.He.Frankel : "Capital Investment in Africa" (1938).
L.Dudley Stamp : "Africa - a Study in Tropical
Development" (1953).

WeBeFoeWard : "A History of the Gold Coast" (1948).

Ward : op.cit. = p.153. A4lso Cardinall : op.cit. - p.ll.

See Carrington : op.cit. - p.196.

W.X.Hancock : "Wealth of Colonies" (1950) - p.25.

Adam Smith : "Wealth of Nations" (ed.Cannan) = pp.592, 899.
His views on colonies are examined in detail in XK.E.Knorr :
"British Colonial Theories, 1570 - 1850" (1944) - p.1l75 ff,

Quoted in Carrington : op.cit. - p.801,

| See also Colonial Office : "Gold Coast - Report by the

. Committee on Constitutional Reform” (Col.No.248 - 1949) = p.5.

10
ll;
12|

!
13i

ReRe.Kuczynski : "Demographic Study of the British Colonial
Empire" (1948)-p.W43
Ibid. : pel5e

See Ward : op.cit. - p.198 and Cardinall : op.cit. - p.l6.
Also M.H.Kingsley : "Travels in West Africa" (1897) - p.28,
The need for agricultural and technical education is a
recurrent theme in Mery Kingsley's writings.

Hancoeck : op.cite = pe39.
Frankel : op.cit. - p.318.
Cardinall : op.cit. - p.35.

5ee R.Hinden : "Plan for Africa" (19%1l) - Ch,l2.
Also Bourret : op.cit. - p.l21.



lhf L.C.A.Knowles : "Hconomic Development of the Overseas Empire"
(1924) = p.250, and "Statistical Abstract for the British
Empire, 1924-33,"

15| Frankel : op.cit. - Table 78.
Also P.Hill : "The Gold Coaost Cocoa Farmer" (1956) - Ch.X.

16 | Frankel : op.cit. - Table 79.
17 | See Frankel : op.cit. = p.191.
18| Annual Report on the Gold Coast, 19%6 - p.95.
19 | Frankel : op.cit. - Table 48,

20| "Report of the Commission on the Marketing of West African
Cocoa" (Cmd,5845),193€

21| Bourret : op.cit. = p.201 ff.

22| F.V.Meyer : "Britain's Colonies in World Trade" (1948) -
pp.11, 32, 67-85.

23| See Frankel : op.cit. - p.424,
Also U.A.C. : "Statistical & LBconomic Review" No.8 (Sept.l951).

24| See Frankel : op.cite = D+306.
25|. JuAsSchunpeter : "Capitalism, Socialism and Democracy"
(1950 Gdn-) o p.?‘l’-

26| See G.Myrdal : "Economic Theory & Under-Developed Regions"
(1957) = p«553 R.Nurkse : "Problems of Capital Formation in
Underdeveloped Countries" (1953) - p.24; S.H.Frankel : "The
Bconomic Impact on Under-Developed Societies" (1953) - p.130.

27 Sir F.D.Lugard : "The Dual Mandate in British Tropical Africa"
| (1922) - p.617.

28| Ibid. - p.618.
|

29 S.H.Frankel : "Capital Investment in Africa" (1938) -.p.hk2l.

30 J.A.Hobson : "Imperialism" (1938 edn.) - pp.242-3,

31 U.N. : "Enlargement of the EZxchange Economy in Tropical
Africa" (1954) - p.39.

32, S.H.Frankel : "Capital Investment in Africa" - p.405, Tab.28.
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THE ECONOMIC INVESTIGATION OF UNDER-DEVELOPED COUNTRIES.

INTRODUCTION.

First of all, what is an "under-developed" country? Any
definition must be to some extent conventional, and therefore open
to criticism. A country "under-equipped with capital in relation
to population and natural resources", says Professor Nurkse. One
in which "per capita real income is low when compared with the per
capita real incomes of the U.S.A., Canada, Australia and Western
Burope", said the committee of experts who reported to the United
Nations in 1951,5 A third important characteristic is the relative
absence of scientific techniques in agriculture and industry. An
acceptable definition is therefore: "a country in which the levels
of real income and accumulated capital per head, and of the applic-
ation of scientific techniques, are low by the standards of North
America, Western Burope and Australasia"., That this includes at
least two-thirds, and perhaps as much as three-quarters, of the
population of the world is confirmed in a general way by the well-
known United Nations statistics reproduced below,

Table 1 : World Income Distribution in 1949,

Share of { Share of ‘ Income
World Income ! World Popul? | per Head
High-income countries 67 7 | 18 7 . & 915
Middle-income " | 18 7 15 % . ¥ 310
Low~income " i 15 % | 67 R 5
Source : U.N. National Income Estimates for 70 Countpies

(in U.S. dollars of 1949 purchasing-power) .=
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Objections have been made to the term "under-developed"
1tself§, but it has entered into common use and (being in a sense
'dynamic') is perhaps preferable to such near synonyms as "poor"
and "backward". The great diversity of under-developed countries,
however, and the fact that they are under-developed for a variety
of reasons, cannot be too much emphasized, This need not intim-
idate the investigator, but clearly he must be on guard against
drawing false analogies, either among under-developed countries
themselves or between circumstances in an under-developed country
today and those in an earlier stage of development of a country
now considered advanced. He should remember too that generalize
ation about them is both difficult and dangerous (though not nec-
essarily impossible) and that economic concepts formulated in

'Western' conditions must be applied circumspectly.

The assessment and definition of development is also diffic-
ult. "Economic development", the definition above implies, is the
process whereby levels of per capita real income and capital, and
of the application of scientific techniques, are raised, DBut since
this ignores the relevance of income-inequalities, it is necessary
to add some such proviso as that there should be no impairment of
the standard of living for any class, in order to approach the
generally-accepted meaning of the words. Professor Viner's brief
definition, too, has much to recommend it : "an absolute decrease
in the numbers of those living at less than some minimum level of

"
income" .~
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"Economic growth" refers to increase in aggregate output
only. As the Russian example has shown, this is compatible with
relatively little alteration in standards of living and theoretice
ally at least it could result from increased population only. This
concept narrows the area of investigation and thus simplifies anal-
ysis.z The concept of "economic progress", on the other hand,
widens it to take into account the imponderables of welfare, so
that any definition can achieve acceptability only at the expense
of content. "Increase of the power to achieve the economic aims

of the community concerned" is probably as good as any.é

oince "the advancement of backward countries is far more
than an economie problem"; sociological considerations are reached
finally and the scope of study can be extended outside the confines
of economic science. Here the variables are legion and few of
them can be objectively assessed, let alone precisely measured,
To Professor Staley, for example, "successful development" means
not only higher levels of production and real income, but progress
in democratic self-government, the growth of democratic social
relations and, externally, the development of mutually beneficial

trade and investment and the growth of attitudes favouring a peace-

ful and free world.g

DIFFICULTIGS OF ANAIYVSIS.

The economic investigation of under-developed countries is
handicapped by their very heterogeneity, by the vast number of
factors involved, by the absence of fundamental data, and by the



atypical nature (and our imperfect knowledge) of development in
advanced countries at the relevant stage in their histories. It
is handicapped no less seriously by the lack of a theoretical
framework on which to base analysis., As Professor Rostow has re-
marked, '"the present position of our knowledge with respect to
economic growth is not unlike the preliminary and formative stage

9

of our knowledge of business cycles before the First World War".Z

For this lack, the preoccupation of "post-classical" econ-
omists with equilibriuvm analysis and related subjects is of course
largely responsible, but it is due too to the serious nature of
the other difficulties mentioned and for that reason will not
easily be remedied. A comprehensive theory of development would
necessarily encompass much that lies outside the present subjecte
matter of economicsj like a "unified social science", it is desir-
able but probably unattainabla.EQMB&HWhilG, the most fruitful re=-
sults may perhaps be expected from teamwork, combining various
disciplines in one effort of research. Under~developed countries
undoubtedly present one of the most vital (and most untractable)
problems of our age, and interest in them is bound to increase.

So important is the problem, indeed, that its influence may alter
permanently not only the scope of economic studies but also their
'centre of gravity', as it were., In this process the growing
number of economists working in those countries themselves must

play a significant part.
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All writings on economic theory, or on economic history,
for that matter, involve a process of selection. The familiar
dilemma of what to select is especially awkward in discussing
under~developed countries in general or a particular country. On
one side, the investigator is faced with the knowledge that almost
everything is relevant. "Why nations are rich or poor", wrote
Bagehot, "depends on the whole intrinsic nature, and all the out-
ward circumstances, of such nations".;}On the other, he is bleakly
confronted with the absence even of much of the information whose
provision is a routine matter in advanced countries, and serious
doubts concerning the reliability of the remainder. The most
important of the changes taking place within his field of study,
he is uncomfortably aware, may be among those passing unnoticed

or, at best, imperfectly recorded.

It is hardly surprising, therefore, that theoretical discuss-
ions of under-developed countries often create an impression of
unreality, because so many important variables have been elimin-
ated, and that such attempts as have been made to include long-
term factors have had only slight success, Professor Nurkse's

analysis is a well-known example of the former category, and has

had a wide influance.;gﬁs regards the latter, Professor Myrdal's
theory of "eircular and cumulative causation" (for example) can
hardly be accepted without furthoer evidence to support it, yet it
has the merit of emphasizing the essentlal inter-dependence of all
relevant factors and the interest of being a reaction against

"the conservative predilections of economic theory",., His belief
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in the existence of "a trend towards international economic in-
equality" (which some other writers share) has not so far gained
general acceptance, though it is agreed that international trade

13

alone cannot rectify existing disparities.—

To Professor Rostow we owe the valuable concept of the
"take-off", defined as "an increase in the volume and productivity
of investment in a society, such that a sustained increase in per
capita income results", but even the most recent expressions of
his general argument are more satisfactory as a historical descrip-
tion of the various stages of growth than as an explanation of the
reasons for it.l&Small wonder, therefore, that the ideas of change
in capitalist society promulgated by Marx, Lenin and their success-
ors continue to have such a hold on the minds of intellectuals in
under-developed countries, Their appeal is many-sided, and their
elaim to comprehensiveness, backed by Soviet economic successes,

an insidiously attractive part of it.

A further point deserves notice. Most studies of develop=-
ment have been set out from the point of view of advanced countries
Thus Marx and Schumpeter (to take two illustrious examples) both
made large contributions to the subject, but even they, despite
great knowledge and breadth of outlook, were firmly occidental in
their approach. (The chapter on colonies in "Capital" is intended
merely to substantiate Marx's general thesis of the exploitation
of labour,) Marshall's emphasis on the importance of imagination

to an economistéﬁ}emains highly relevant, therefore, and his
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gentle but acute criticism of Adam Smith's successors may well
serve as a warning to the contemporary investigator. "They were
aware (he wrote) that the inhabitants of other countries had
peculiarities of their own that deserved study; but they seemed
to regard such differences as superficial and sure to be removed,
as soon as other nations had got to know that better way which

Englishmen were ready to show them."éé

what, therefore, should we think about in considering econ-
omic development? What are the "right questions" to ask about an
under-developed country? Since development is a very complex rro-
cess, it would be absurd to expect simple answers. We know quite
a lot about factors conducive to it, and about some of those which
tend to obstruct it: to prepare a kind of ledger of all these for
any particular country is a laborious task but not an insuperable
one, provided the necessary information is forthcoming. Where our
knowledge is chiefly deficient is in regard to the dynamic inter-
relationships between factors, and the degree of importance to
assign to each. Also, of course, we can never be quite sure that
some vital factor has not been omitted from consideration as lack-

ing economic significance, or inadvertently overlooked.

Bauer and Yamey have outlined the position succinctly in a
statement worth repeating: '"Eeconomic development is the result of
a combination of social, cultural, political and economic changes
which in turn brings about further changes. It has taken place

in the dissimilar circumstances of ingland, the United States,
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Canada, Japan, Soviet Russia, South Africa and Nigeria. Hconomists
have no special insight enabling them to reduce these different
historical experiences into straightforward causal relationships
between simple economic magnitudes. At most it can be said that
economic development has been accompanied, inter alia, by a height-
ened spirit of enterprise, by capital formation, by improvements

in production technidques, and by improvement in the economic qual-
ities and productive capacity of labour. But it seems impossible
to isolate any one of these as the inevitable prime mover in the

17

process of economic development and change,"=

THE PROCLSS OF DEVELOPMENT.

Napoleon, when asked to divulge the method which had won him
so many victories, is supposed to have replied, "First, you Jjoin
battle -« and then, you seel" Irrespective of the truth of this
anecdote, such candid opportunism is a better analogy to the pro-
cess of economic develorment than the statements of con?emporary
memoirists who would have us believe that their military decisions
had precise and measurable resuits. It is not a tidy process, nor
one that can easily be gauged. DNational income estimates can sum=
marize a country's economy and enable the economist to "distinguish
its major components - groups of economic agents and types of econ-
omic activities = and to find a basis on which both the parts and
the whole can be measured to secure comparable magnitudes.“lg But
even if the conceptual objections to their use are discarded, they

must be admitted to have imperfections as a measure in under-

developed countries, where the period covered is likely to be short
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and the faectual basis insecure.

Increase in per capita output is the main aim of economic
development and provides the best summary index of the process,
if it can be reliably estimated. The principal factors affecting
it are imperfectly known, however, and there is no general agree-
ment regarding them or their inter-relationships and relative im-
portance. For the classical economists, growth was a matter of
changes in the size and quality of the working force and-in the
size and quality of the cepital stock. Modern writers have pro-
duced longer inventories: one of these isolates factors under the
five headings of human resources, material resources, economic
organization and technology, social and cultural factors, and
external economic relations.l?Such lists can be helpful in anal-

ysis, yet they are inevitebly arbitrary and give an impression of

orderliness which is far from existing in reality.

Beonomie development has become self-conscious. "Poverty
is old, but the awareness of poverty and the conviction that some-
thing can be done about it are new.“gg Impatience is characteristic
of many under-developed countries. They want higher standards of
living, and they want to get them quickly, but all the evidence
points to the conclusion that development is necessarily a slow
and difficult process. In Western Burope, the "Industrial Revol-
ution" was preceded by centuries of mercantile and early industrial
development. Many of the factors which produced it are lacking in
under-developed countries, but even if they were present there

are limits to the rapidity with which change can take place and



the pattern of the 19th Century is unlikely to repeat itself
exactly. Impatience, it should be added, is all too often accomp=-
anied by an inadequate realization of the issues and sacrifices
involved, and by a mistaken belief in the efficacy of purely pol=-
itical changes.

Confidence in the existence of a simple solution to the
problem is illusory. PFPrivate enterprise and the price mechanism
alone are no longer expected to solve it, but foreign aid, on how-
ever vast a scale, is nc panacea either. Any contribution from
the advanced countries will be of minor importance compared with
what the beneficiaries must do for themselves. "At best", Profess=-
or Viner has written, "the attainment by the now under-developed
countries of satisfactory standerds of living for the bulk at least
of their peoples will be a slow, painful climb up a very arduous
path. Foreign aid cannot reasonably be expected to do much more

than to make the climb somewhat less arduous."g}

The governments of these countries clearly have a vital part
to play. Their functions have been much discussed and the example
of Japan is often quoted. They have to do many things which else=-
where can be left to private enterprise. They may have to encour-
age industrialization and at the same time set in motion an agric-
ultural revolution, to control foreign trade and expand educational
facilities, and much more besides. Nevertheless, there is a danger
that they may attempt to do too much. In any event, the success of

their efforts will depend very largely on the efficilency of the
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administration and the behaviour of the people. The appeal of
authoritarianism in such conditions is understandable: it can be
plausibly argued, indeed, that by no other means can consumption
be checked sufficiently and rapid growth achieved at the very time
when new demands have been awakened.gg Lenin's dedicated communist
party and 18th Century laisser-faire were in a sense alternative

answers to the same problem.

Luck is another factor which perhaps deserves some recog-
nition, &£ven to postulate its existence may be unscientifiec, but
the repercussions of the fortuitous are common enough in history
and since the initiation and working-out of the development process
are often precariously balanced between success and failure it
seems reasonable enough to imagine that chance events can tip the
scales one way or another. A series of bad harvests, the prem-
ature death of a national leader,.an inopportune deterioration in
terms of trade - these are only a few hypothetical examples of
adverse happenings of this kind. Iurther, it is not entirely
fanciful to suggest that a nation can become convinced of its own
good or bad luckj; this would certainly affect attitudes towards

economic change.

HUMAN RESSOURCES .

dconomists have long studied the complex interdependence
between population changes and production and consumption, but
controversy continues and from neo-balthusians to neo-larxists

there is a wide variety of ideas.gé "In this field", says the
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valuable United Nations study published in 1953, "the results of
empirical reseerch merge imperceptibly into interpretations which
contain large elements of personal opinion and which are swayed
by the author's preconceptions, Differences in these interpret-
ations are related to fundamental disagreements between opposing
schools of thought with regard to other aspects of economic and

sociological theory."gg

For under-developed countries, where human resources form
such a large part of total assets, population-~changes are even
more important than for advanced countries, but their net effects
are difficult to gauge and there is no simple indicator of "over-
population” or "under-population'", Fopulation growth can affect
output in very many ways, yet its importance should not be allowed
to obscure the action of other important varliables., It can be
beneficial where resources are idlej; it can widen the market and
increase the possibilities of specializationy it can generate
teechnological and other improvements. On the other hand, it can
obstruct the accumulation of savings, increase non-productive
investment, exacerbate problems of education and Craining, lower
the proportion of the sconomically active, and hamper development

in numerous other ways.

When a country's aggregate income increases, the correspond-
ing change in per capita income obviously depends on the rate of
population growth; any increase in production must provide also
for additions to the population. If 37 to 57 of national income

invested produces a rise of 17 in per capita income with the
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population constant, a rate twice as high would be needed to pro-
duce the same result if population and labour force were growing
by 17 a year. "The central problem in the theory of economic
growth", according to Professor Lewis, "is to understand the pro=-
cess by which a community is converted from being a 5 per cent to
a 12 per cent saver - with all the changes in attitudes, in inst-
itutions and in techniques which accompany this conversion.“gz
It is unsound reasoning simply to take the rate of population-

growth as given, however: as national income rises this too may

be changing.,

Other factors affecting output (which are themselves influ-
enced by changes in total numbers) are the geographical and 6ccup-
ational distribution of the population, and the skill and effic-
iency of the working-force, Much study has been devoted to them.
As regards the former, it is sufficient to note that a high degree
of mobility has invariably accompanied development in the past and
is recognised to play a significant part in the process., Increas-
ing urbanization, too, has usually been associated with it. The
earliest economists considered skill and efficiency at length and
mueh of what they said is relevant to under-developed countries
todays this factor deserves particular attention by reason of the
faet that it is more easily mutable than most of the others con-

cerned,

MATERIAL RESQURCES.
The creation of capital is the most important activity in

the development process, and problems of capital formation have
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received such concentrated attention in recent years that other
aspects have tended to be neglected. Renewed interest in national
income accounting is partly responsible for this: "what began as

a technique of economics has communicated itself, as a state of
mind, to administrators and politicians."gé Here also there are
wide differences of opinion. On balance, the view most acceptable
is that capital formation (including human as well as material
capital) is "a necessary but not sufficient condition of progressﬁz
As a broad generslization, "it would be truer to say that capital
is created in the process of development thaen that development is
a function of the creation of capital.," Alternatively, "progress
facilitates the formation of capital, and the formation of capital

facilitates progress."g§

Investnent, in any case, is not homogeneous: what is vitally
important is that it should take the most productive forms. These
vary with loecal circumstances, and since structural changes in the
economy may be involved the marginael principle is not always a
reliable guide. While the necessity for "social overhead capital"
and "long-period growth investment" is generally appreciated, these
may prove to be comparstively sterile unless accompanied or follow=
ed by a great deal of small, unspectacular investment, which pre-
supposes the existence of many small-scale investors, The capacity

to absorb investment is also important: an incompetent or corrupt
administration and an unenterprising population, for example, may

be a bigger obstacle than lack of capital.

As Professor Nurkse's analysis has shown, the poverty of



48

under-developed countries is due to the small inducement to invest
as well as to the small capacity to save, and this has given rise
to the idea of 'balasnced growth' as a means of enlargingz the
market. His analysis has shown too that living standards must

be held in check if savings and capital formetion are to be incr-
ecased. DNot merely a higher rate of saving but an increase in the
opportunities for productive saving was a distinctive feature of
development in the advonced countries, however, Forced savings
can be frittered away by the government which collected them, and
there are numerous examples of "mal~investment" and "pseudo-
investment", "1t is really more important, for the under-developed
countries, that they should find means of investing their savings
in ways that are highly productive, than that they should merely
stimulate savings, while productive uses for those savings have

not yet been diSGOVered.“gg

Sinee the low level of capital per head is the prineipal
reason for the pover:y of under~develored countries it 1s tempting
to argue that large cuantities of capital supplied by wealthier
countries would break the 'vicious circle' in which a small cap-
acity to save results from low real income, which in turn results
from low productivity due to lack of ecapital, and initiate or
accelerate econonic development. This idea has obvious attractions
for nationalist governments which have just come to power, and of
course it contains a certain amount of truth. Leflection indicates
that capital transfers slone are not enough, however, Whether its
origins are domestic or foreign, capitai is only one of many

faetors involved.



49

"Organization" is another of them, Marshall pointed out
1bng ago that, without 1t, improvements in the skill and efficien-
cy of labour, in the fertility of land, and in the supply of cap-
ital, might 21l be wasted. Yet in under-developed countries it is
| conspicuously lacking, and this is the raison d'étre of the "tech-
nical aid programmes" which have so largely replaced the earlier
flow of private capital and management to "economic enclaves",
Foreign capital can be misapplied: unless sufficient control is
exercised it will go to swell consumer-spending instead of being
devoted to vitally-necessary imports. Folitical instability,
scarcity of resources, administrative inadequacy, or archaic social
attitudes and methods of production may impair a country's absorpt-
ive capacity and impede the productive use of capital. For all
these reasons, the limitations to development are often physical
rather than financial. This should not be taken to meen that
capital from abroad is not important or necessary, or that it
cennot be made to serve a useful purpose in favourable conditions,
Foreign investment can be an important addition to the domestic

capital formation of any country in the process of development.

According to Professor Viner, there is a lendency to exagg-
erate the importance of International inﬁestment. "The most imp-
ortant form of international economic co-operation", he said in
1951, "has been and will continue to be ordinary and routine for-
eign trade. Ingland in the 19th Century and the United States at
its recent peak of foreign financial aid made a much greater con-

tribution to the economic growth and prosperity of other countries
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by their ordinary trade with them than by foreign investment or
foreign grants."ég He went on to recommend the reform of American
commercial policy in words which were to be echoed later by the
committee of experts who reported to the United Nations in 1955
on the problems of under-developed countrieszéé "A reduction of
our trade barriers, which after fifteen years of being whittled
away still remain formidable, can be of greater benefit to other
countries than all the much advertised grants, loans and technical
aid.“ég (But he thought it more difficult to get Congress to make
really significant cuts in the tariff than to persuade it to give

money away!l)

Regarding private foreign investment in particular, the
governments of under-developed countries often exhibit an "ambi-
valent" attitude. (Governments, like individuals, seldom find any
difficulty in holding incompatible opinions simultaneously,) On
the one hand, they recognise their need of such investment and
want it: on the other, wrapped in the dogmes of "imperialism" and
"exploitation", they dislike and fear it. A repugnance for
"strings attached" is natural enough, but the world demand for
development capital far exceeds the supply, and scarce foreign
capital, like other goods and services, must be paid for., It will
not clamour for admission to an under-developed country, but must
be attracted and must be sure of its welcome. Needless to say,

this is not simply a matter of public assertions by politicians.ég
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ECONOMIC ORGANIZATION AND THECHNOLOGY.

Impatient gith the pattern of agricultural and raw material
production imposed on them by the flow of international investment
which reached a peak before 1914, and accepting uneritically the
"apparent statistical correlation between the degree of industrial-
ization and per capita income",éépeople in some under-developed
countries have come to think of industrialization as the cure for
most of their economic ills. Inheritors of the theories of J.A.
Hobson and Lenin tend to foster this opinion. In a more refined
form the idea receives considerable support from contemporary
writers anxious to solve the problem of agricultural "under-
employment" (or "disguised unemployment") which in under-developed
countries is due to the lack of co-operant factors of production
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rather than to the absence of effective demand.=—

Mueh will depend on the economic ecircumstances of esach par=-
ticular case, however, and an individual approach seems to be de=
sirable. In some cases, certainly, industrialization projects have
been premature or misdirected. Forthright criticism of the popular
view comes from Professor Viner : "In many quarters it is claimed,
often on the basis of reasoning and evidence of incredibly low
quality, that industrialization automatically and necessarily leads
to improvement in average income. OSometimes argument, good or bad,
is dispensed with, and industrialization 1s tacitly, or by arbit-
rary definition, taken as synonymous with improvement in per capita

income.“éj
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This does not mean that industrial development holds no
promise for under-developed countries. Their poverty is due in
large part to thelr narrowness as markets, and the size of the
market limits both speeialization and the scope for economies of
scale. Not surprisingly, the level of specialization tends to be
very low and the opportunities for achieving economies of scale
almost non-existent, The idea of 'balanced growth' - in essence
a development of Say's "law of markets" = offers an answer to
this problem. A fairly large number of small industrial projects,
by supporting one another, might.succeed where a few large ones
would fail, and, by spreadiné purchasing-power, widen the market
and so enable new projects to be established and the original ones
to be enlarged. There are signs that this process is actually

taking place in some countries, such as Malaya.§§

A low level of the application of scientific techniques is
so characteristic of under-developed countries that it is justi-
fiably referred to in defining them. They are predominantly agrice
ultural, and an improvement in agricultural productivity is indis-
pensable to their development. (In theoretical terms, industry
cannot advance unless the farmers produce enough food for its
workers as well as for themselves.) Better implements will help
to achieve this, but better methods are even more important, and
they involve the application of scientifie knowledge. This is by
no means as simple a matter as it sounds: the habits of centurles
are unlikely to be revolutionized by mere exhortation, and it is

unwise to assume that new methods will always spread by force of
example.
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"Capital and technology are joint inputs in one process,
the use of either of which involves necessarily the use of the
other. Technological progress involves necessarily the investment
of capital in human beings and in training and instructing them
in the new technology, in administrative processes for its trans-
mission, in capital goods embodying it, and in capital works and
facilities supporting and developing the whole process.“é? The
battle for increased agricultural productivity, therefore, must
be fought on many fronts: it will be difficult and costly, and
speedy victories can scarcely be expected. Compared with campaigns
for political emancipation, or even for higher industrial output,
it lacks excitement and the ability to arouse popular enthusiasm,

(On the other hand, fairly simple improvements can sometimes

produce remarkable results.)

The principal obstacles have long been understood in a gen-
eral way, though lack of staff and funds has usually impeded eff-
orts to overcome them: the Department of Agriculture is too often
a study in frustration. In under-developed countries there are
special problems as well. Not only techniques, but also fertil-
izers, insecticides and plant varieties whose effilcacy has been
proved in one country may not suit another, so research and field
trials must be conducted. Labour-saving methods may be inapprop-
riate in an environment where capital, rather than labour, is
deficient, The administrative apparatus may be too weak for the
tasks it is called upon to perform., The general educational level

of the farmers may not be high enough for them to absorb the new
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ideas. Finally, training-arrangements may need to be re-designed
so as to produce large numbers of extension-workers rather than a

few qualified agriculturists.

"Mechanization" is sometimes thought by the uninformed to
offer a ready solution to the problems of backward agriculture,
but this idea is too obviously fallacious to require defailad re-
buttal. Equally common is a tendency to minimize the importance
of agriculture as compared with industry. The truth is, of course
that agriculture and industry are complementary; one of them can
hardly advance unless there is advance in the other. Progressive
agriculture can provide the opportunity for accelerated economic
development, and sustain an economy throughout the development
process. Agriculture will be the mainstay of most under-developed
countries for many years to come, but an under-developed country

which neglects its agriculture is likely to remain under-developed

SOCIAL AND CULTURAL FACTORS.

"China", wrote Adam Smith, "seems to have been long station-
ary, and had probably long ago acquired that full complement of
riches which is consistent with the nature of its laws and instit-
utions. But this complement may be much inferior to what, with
other laws and institutions, the nature of its soil, climate and
situation might admit of.“gg The importance of political elements
has never been lost sight of by economists and (as we have seen)
the functions of the state in regard to development are nowadays
much discussed., Although no country seems to have progressed

economically without some positive stimulus from this quarter,
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there is fairly general agreement that governments can obstruct

by attempting to do too much as well as by doing too little.

It is not proposed to examine in detail here the relevant
functions of governments in under-developed countries, but nine
categories have been distinguished by Professor Lewisé?and may
appropriately be noted. They are : maintaining publie services,
influencing attitudes, shaping economic institutions, influencing
the use of resources, influencing the distribution of income,
controlling the quantity of money, controlling fluctuations,
ensuring full employment, and influencing the level of investment.

In fact, there appear to be few government functions which do not

influence the development process, in greater or less degree.

Other social and cultural factors are less easily classified.
The nature of their influence varies from country to country,
precise knowledge of them tends to be scanty, and there is a wide
diversity of views about them., Considerations of space preclude
more than a brief mention of those which seem to be most important
Further political elements include the form of government and the
class structure of society. The absence of political tension and
insecurity is clearly a pre-condition of development, but although
many writers agree that a democratic system is helpful and that
inequality and privilege are obstructive, this view is not held

unanimously.

"At an early stage of sconomic development," asserts P.T.

Bauer, "pre-occupation with egalitarian ideas may serve to retard



the growth of real income, including the real income of the
poorer classes.”&g Manhood suffrage might conceivably have delay-
ed the British industrialization of the early 19th Century.E}
Agreement is more general concerning the importance of an active
and enterprising middle class, and Professor Rostow has gone so
far as to describe this as (in a sense) the most important econ-
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omiec innovation of modern times.—

Of the economic elements in the social pattern, the con-
sumption habits of the population (that 1s, from another point
of view, their attitude towards saving) are of primary importance
and in recent years much light has been thrown on this aspeect of
the subjeét. A country's marginal propensity to save, according
to Professor Nurkse,Egis the crucial determinant of its economic
growth, but all "automatie" forces, including population-increase
tend to direct additional income towards consumption. The "dem-
onstration effect" limits the capacity for voluntary saving and
also, on an international plane, affects government spending,
taxation and import policies. In under-developed countries, too,
traditional forms of conspicuous consumption may produce a cult-
ural aversion to saving: "lavish festivities at funerals and
marriages"&&are an example, As lMarshall pointed out, the habit
of providing for the future develops slowly, but although the
growth of a money economy brings new temptations to extravagance
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it gives "a new certainty for savings.," =

For the effective mobilization of savings, appropriate fin-

ancial institutions are necessary, so that an expansion of bankin



facilities is normally a feature of the development process.
Conditions favourable to savers - and to entrepreneurs who will
apply the savings productively - are indispensable, The import-
ance of entrepreneurs as the initiators and organisers of economic
change is too well known to need further emphasis. It may be
noted, however, that immigrants have often performed this role in
the past, so that barriers against immigration can be harmful
economically, however Justifiable they may be on other grounds.
Under-developed countries, in fact, commonly have to import for-
eign entrepreneurship, and to pay rates corresponding with its
scarcity, until domestic entrepreneurs are sufficiently numerous

and active,.

A further point is that if entrepreneurial activity is to be
fully effective there must be a "follow-up process' depending on
the enterprise of very many entrepreneurs operating in a very
small way.Eé "Nothing matters so much as the quality of the people
The personal habits and traits associated with the use of capital
eee give a deeper and surer base to a nation's economic advance

w7

than the blue-prints of a planning commission."—

The economic system itself is a factor of the first import-
ance, for increased per capita output is the desideratum and the
problem of effectively allocating resources arises whether the
system is capitalistic, collsctivist or mixed, and whether the
investment decisions are token by private entrepreneurs or by
comnunist managers. Integrated with it are the system of incent-

ives (which may be non-economic as well as economic) and the



system of property-relations.

lost researches in the latter subject deal with land tenure,
and so far as under-developed countries are concerned archaic
systems are well known as a hindrance to development. No general
remedy can be prescribed, however. In some cases, for example,
holdings are too small and productivity could be increased by
merging them. In others, they are too large, and sub-division is
prima facie desirable. F[requently, too, the improvement of comm-
unications and marketing facilities would contribute more to ag-
ricultural productivity than drastic change in the system of land

tenure.

In a sense, the whole cultural background of a country is
relevant to a study of its economic development, which both aff-
ects and is affected by the people's heritage of ideas and attit-
udes. A reasonably high level of public and commercial morality,
religious beliefs which foster saving and enterprise, sufficient
flexibility of mind to accept new ideas, adventurousness and a
willingness to take risks = in short, a value-system encouraging
to individual cconomic activity - help to provide the favourable
atmosphere which is essential, whereas corruption and graft,
unworldly asceticism or fecklessness, mental inertia and timidity
tend to stifle it. People may will the ends of development, but

not the means of achieving them.,

A popular belief in the possibility of progress is equally

desirable. OSome writers go further, suggesting that mass enthus-
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iasm for progress is a pre-requisite, and that it is a primary
duty of governments to inspire :I.t.l-+§ If they can do so, and at
the same time transmit a real understanding of the delays and
hardships 1nvolved, then indubitably their economic tasks will
be eased, but this seems to be more of an ideal than a practiecal
possibility, even under authoritarian conditions. Nevertheless,
nationalist governments intent on rapid development are often
beliewed capable (and believe themselves capable) of achieving
it. Judgment must therefore be suspended to await events, but
the economlic history of advanced countries does not encourage
optimism. "The desiré to accumulate wealth and the ability to
perceive and exploit opportunity have indeed played a vital part
in economic development the world over, but this is quite differ-
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ent from mass enthusiasm.,"—

Finally, the economic implications of a country's social
system must be taken into account. Its hasis is of course the
institution of the family, but considerations of caste and tribal
organization are also relevant. ©Socilologists and anthropologists
hzave devoted much time and effort to studying these, but there is
an evident need for more detailed information about their rel-
ationship with economic development in particular cases. In gen-
eral terms this is well enough understood, however.zg The family
as an effective unit seems to grow narrower as a country's wealth
increases and social relations come to depend more on contract
than on status. The "extended family" is typical of under=-

developed countries, and family obligations reach far beyond the
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range to which we are accustomed. The net effect on development
possibilities is almost certainly adverse; saving and enterprise
are discouraged by fear of family demands, while nepotism flour-

ishes.

On the other hand, however, the importance of the extended
family as an agent of social security and stability should not be
overlooked. Closely-knit family groups have contributed much to
development in the past and (as Marshall emphasizedéz} the power
of family affection is the chief cause of the accumulation of
wealth., That serious problems can result from the rapid breaking-
down of family ties owing to industrialization and urbanizetion

is obvious.

The gquestion of women's status in society is directly related
to that of the family system, and it too is well understood in
general terms. Taboos and other restrictions on women's economic
activities clearly tend to obatruct development, especially where
there is no surplus of labour. As for caste systems, they are
essentially inflexible and prevent that social mobility which,
like occupational mobility, has normally been associated with
development in the pr,{st.?-'g Much the same may be said about tribal
organization. 1Its rigidity and narrow loyalties, and the petty
xenophobia they engender, are undoubted obstacles, but in this
context too a rapid breaking-down cen create more problems than
it solves. A sense of national unity may have imbued the early

stages of development in advanced countries, but even the use of

modern propaganda-techniqgues cannot guarantee its speedy replace-
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EXTERNAL SCONOMIC RELATIONS.

Ordinary international trade has been of immense benefit to
under-developed countries in the past. Charactsristically, they
are exporters of raw materials and importers of manufactured goods
though this does not apply to all. Earnings from exports usually
make up a large part of their national incomes, and in many cases
one mineral or agricultural product preponderates. Since the
prices of raw meterials on world markets are notoriously inclined
to fluctuate, this introduces a serious element of instability
into their economies. The difficulty of planning ahead is in-
creased, while social and political problems arise from the wide

variations in incomes of their primary producerse.

The need for reducing instability is one of the chief argu-
ments in favour of "diversification": even comparatively unsophis-
ticated nationalist politicians nowadays are aware of the disad-
vantages of "having all the eggs in one basket." Substantial and
stable export proceeds are in any case of the utmost importance
to such countries, for in addition to encouraging budgetary
stability they make foreign capital easier to obtain and enable
"development goods" to be imported. "By exchanging goods with
less growth potential for goods with more growth potential (in
the economy into which they are to be fitted), the process which

results from a given effort on the savings side can be quickened

upo"z.?’

Alterations in terms of trade are no less important. The

level of per capita income can rise because they become more
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favourable, without any increase in productivity, and conversely.
Ihe great improvement in terms of trade which took place in under-
developed countries following the outbreak of the Korean War in
1950 has been aptly described as "equivalent to an international
income transfer from the industrial tc the primery producing

!l_?_"

countries.

Such improvements do not automatically produce more capital
formation, however. For this, it is necessary that the increment
goes to saving, which is unlikely to take place voluntarily.
Unless the government concerned takes firm and deliberate action
by taxation of one kind or another to reserve it for the purchase
of capital goods, it will tend to have an inflationary effect
and to be dissipated on increased imports of consumer-goods.

A favourable shift in its terms of trade, therefore, can provide
an under-developed country with an opportunity for achieving an
accelerated rate of development, but it can also quite conceivably
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lead to reduced investment activity.=

As is well known, "economically developed manufacturing
countries tend tec have a more favourable balance of payments in
depression and a less favourable one in boom years; primary pro=-
ducers have the opposite pattern. Thus for the manufacturing
countries internal and external problems alternate; for the
primary producers they arrive at the same time."zé Part of the
disadvantage suffered by the latter, it has been pointed out, is
that in trying to even out the expenditure of their external in-

comes over the years they naturally tend to use in depressions



the reserves accumulated during booms.é?

Some under-developed countries have been enabled to accumul-
ate such reserves since the war because exceptionally high returr
from their exports have produced a generally favourable balance ¢
payments position. ''Lefiecit countries", rather to their surprisc
have become "surplus countries"” and found themselves with rel-
atively good fiscal positions owing to war and post-war demand.
Balance of payments surpluses do nct necesserily indicate that ar
economy is generally sound: in the words of List, "the capacity
to create wealth is ... infinitely more important than wealth
itself.“§§ Nevertheless, it is evident that an under-developed
country whieh is continually beset by balance of payments diffic-
ulties, and whose fiscal position is consequently unsatisfactory,

must be more seriously handicepped than one which is not.

SUMMARY AND CONCLUSIONS.

It will be apparent that the foregoing is not intended as a
comprehensive study of the problems of under-developed countries
and economic theories concerning them. Considerations of space
would have made this impossible even if it were not effectively
precluded by the vast diversity of conditions in such countries
and the lack of a coherent and generally-accepted body of theory.
Rather is it an attempt to outline in very general terms some of
the principal issues involved, with the aim of deciding what
questions it is appropriate to ask in examining the economy of
one particular under-developed country. Facts without theory

are meaningless: they must be selected and arranged to make thel:
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significance clear. The rough sketch-map provided here (for it
is little more than that) is meant to help in exploring the facts
which follow. Uetails will be added to it as opportunity arises,
and finally the results of the exploration will be assessed,

Since economic development involves a rise in the levels of
income and capital per head, and a greater application of scien-
tifie techniques, particular attention will be paid, so far as
available information allows, to factors in the Gold Coast econ-
omy which gppear to affect these. They may conveniently be summ-
arized here under the five headings already used In this chapter.
Firstly, "Human Resources", including the total numbers, density,
composition and rate of increase of the population, its geograph-
ical and occupational distribution, its skill and efficiency, and

the proportion of the total which is economically active.

Secondly, "Material Resources", which may be taken to in-
clude not merely the quantity and quality of the existing product-
ive assets and their geographical location but also the nature of
the additions being made to them and the complex question of the
rate of capital formetion. Thirdly, "Lconomiec Organization and
Technology", covering such matters as the degree of specialization
the size of the market and the scope for economies of scale, ag-

ricultural productivity, and the progress of industrialization,

Fourthly, "Social and Cultural Factors", an exceedingly wide

field in which some of the morerelevant matters are the family

and tribal systems, the status of women, the economic actlvities
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of the state, the class composition of society, the system of
land tenure, financial institutions, conditions affecting saving
and entrepreneurship, and "economic attitudes" generally. Fifthly
and last, "HExternal Economic Relations", comprising all aspects

of the Gold Coast's overseas trading and financial operations.

It must not be imagined that all of these can be equally
well documented. The amount of data even about such important
matters as agricuitural productivity or capital formation, for
example, is almost infinitesimal compared with the records of
external trade. Thus it will not be possible to rely on quant-
itative statements alone. Whereas in advanced countries the
initial task of economic investigation is to select significant
items from the avallable supply of information, here it is more
a matter of accepting with considerable reserve such information
as may be available and deciding what interpretation may Jjusti-
fiably be put on it. Since for the most part it has probably not
been correlated to any great extent and is of differing degrees
of reliability and completeness, this does not make for concilse

and systematic treatment.

Finally, it is worth repeating that since the variables in-
volved in the process of economic development are so numerous
(and so many of them "non-economic" in character) it is quite
conceivable that some of the most important changes taking place
in the Gold Coast today are comparatively unheeded, It seems
equally possible that some considerable obstacles to development

are obscure and not usually associated with it conceptually at all
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THE ECONOMY IN THE SECOND WORLD WAR.

INTRODUCTION.
No study of the economy of the Gold Coast would be adequate without
some examination, however brief and incomplete, of its development during the
period of the Second World War, which witnessed the beginnings of a remarkable
acceleration in the process of iis economic, social and political transforme
atione During those years, trends were initiated or thrown into relief which
have become increasingly significant in its postewar economic history; the
development of the statutory monopoly in the axport. of cocoa is an examples
The Government, which previcusly had shown relatively little interest and
less inclination to interfere in economic matters, was abruptly shaken from
its unconcern, Among the people, there came to be a greater awareness of such
matters, and a desire for economic, as well as political, "emancipation™; this
was due in large part to a “demonstration efiect" resulting from the presence
of Allied servicemen in the country and to the service of Gold Coast Africans

with the armed forces overseas.

There are two further reasons why economic analysis of the war period
in the Gold Coast may prove instructive. Firstly, it brings into prominence
some of the main differences vetween the operation of & primary-producing
econony and the economies of advanced countries, such as Eritain. Thus, it
has been suggested that "in considering the problems involved by inflation in
these cmmtzié it is perhaps more apposite to use the background of England
in the days of Adam Smith - or, perhaps better, France in the days of Arthur
Young = than the conditions of modern industrialized sccie bies.".].'. Secondly,

it helps to throw some light on the problems of stimulating economic growth

in such an econonys,
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The study which follows cannot claim to be exhaustive. It relates to
& period when the collection of statistical information in the Gold Coast was
by no means as systematic as it has since become, and when relevant facts were
suppressed for reasons of security or failed to be recorded simply because
they were thought unimportant. The omission of material pertinent $o the
analysis usually means, therefore, not that it has been overloocked, but that
i% is unavailables Despite these limitations, however, some significant con=

clusions can be drawn.

THE GOVERNMENT'S PROBLEMN,

In general terms, the "war effort"™ of the Gold Coast consisted of the
direet utilization of manpower and resources by or on behalf of armed forces
in the country; the diversion of resources to exports of materials considered
essential %o the prosecution of the Allied causej; and reductiona in civilian
oonsunption, beth to lescen demand for shipping capacity and to maximize the
flow of consumers' goods required by the forces and their auxiliaries. Related
%0 the lastenamed were the attempis made to increase the output of locallye
grown foodstuifs, so as to meet added requirements and oifset the fall in
importss Each of these aspects will be considered in the analysis which

follows.

The government's primary economic task was to divert to its own use or
that of the armed forces an increased part of the gross national oubput and
imports. In the circumstances prevailing, this could be done quickly and
effectively only by offering cash incentives. It wasg inevitable, therefore,
that even if there had been no increases in rates of money-wages, the total
of my-eeirninga would have been considerably increased by the greater number
of men in the forces and related ocivilian employment, and by payments made %o

persons not previously employed. Inevitably, too, there was a decrease in the
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amount of goods available for consumption, owing %o shipping difficulties,
the elimination of sources of supply under enemy control, and the reduction
of exporis by those countries with which contact could be maintaineds
(Imports from Germany, Italy and Japan bad been over 117 of the total, by

value, in the fiveeyear period 1935-59.)3

However tardily it may have realized the fact, therefore, the governmen
was bound %0 Dbe @fronted bjr a situation in which an increased money demand
had to be met by doax;aaaed supplies of imports, while its ability to increase
domestic production of consumer goods was very sirictly limited. Comprehense
ive regu.latioﬁs governing all sales and prices were out of the question, for
political and 'Mstmtiw reasons, even if they could have been devised.
Only two alternatives remained: either some way must be found of withdrawing
purchasing-power from the market, or prices must be allowed (0 rise under
the inexorable pressure of demand until the additional purchasingepover was
absorbeds In other wurds, the choice lay between reducing real incomes and

the method of restoring equilibrium by inflation.

THE SOLUTION ADOPIED,

In Britain, where a similar problem had to be faced on a vastly greater
scale, J.l.Keynes had shown® that the only way to secure & balance between
money to be spent and goods to be bought, apart from shortages of goods or
higher prices, was to withdraw from expenditure a proporiion of the increased
earnings, and that voluntary savings alone were unlikely to be sufficient to
achieve this purpose, He therefore advised the adoption of a radical plan,
comprising four main provisions. First, a proportion of each man's earnings
should be "“deferred", and made available as a right to consume only after the

WAL was over, JSecondly, this deferred consumption should be provided for by
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a general capital levy after the war, so avoiding increase in the National
Debte Thirdly, protection should be afforded those whose standard of life had
insufficient margin to bear reductions in current ccusumption, by a system of
exemptions and family allowances. Fourthly, (a suggestion which would be fac=
ilitated by the main proposals but was not essential to theam), the Government
should endeavour to prevent any rise in the index number based on the cost of
a limited range of essential consumption goods, and the Trade Unions should
agree not to press for wage-increases on the grounds of cost of living, except
in so far as the Government failed to0 keep this index from rising. The "poste
war credits" scheme put into effect later in the war, although on a much smallex
scale than had been envisaged, played its part, along with other expedients
operating on monetary demand, in enabling Britain to escape the worst conseque~

ences of inflation.

No such complicated policy could have been feasible in the unsophisticated
economy of the Gold Coast, and the government there was left with the necessity
of countering the inflation by other means. Unfortunately, however, it does
not appear to have realized the pzramount necessity of controlling incomes, or
to have realized it only when the inflation was already under waye Efforts
were made to enforce price-controls, and rationing of a few commodities, but
neither measure could have been sufficient, by itself and unaccompanied by a
withdrawal of consumers' purchasinge=power, to bring about equilibrium. Price=
controls were applied to locally-produced foodstuffs and a wide range of ime
portsd coumodities (esge cotton piece~goods, spirits) in general demand, but
although detailed information is lacking these appear to have had little sig-

nificant effect, except in increasing the pressure of consumption and stimule
ating the "™black market™, They were in any case extremely difficult to admine

ister effectively. Rationiong was atlempted in the case of a few commodities
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only, notably petrol and butter, and was far too limited in range to have
much significance in this context, even if it had been intended to do s0.

(It did however have the furious effect of stimilating demand for butter, for
“prestige" reasons, among Gold Coast Africans normally unaccusiomed to include
it in their dietsi)

Increases in indivect taxation, and the introduction of income tax for
the first time in 1944, were probably more efficacious, but the incidence of
the latter was confined to persons easily accessible to the government and did
not affect the bulk of the_.population. Companies p=id at a rate of 7/64 in the

pound of chargeable income, but the rate for individuals began at threepence
per pound of the first £200 of chargeable income and exceeded 5/« only when
chargeable income was £3,000, Strenmuous propaganda aimed at increasing the
volume of local savings may have done some good, but in an economy where most
of the population received low real incomes and where the cost of living was
rising this could be expected to offset only a minor part of the increased

pressure of spending.

DIFFICULTIES OF CONTROL.

The government's difficulties in its endeavours to contrcl the inflation
arose from two main causes: the nature of the military demand and the structure
of the Gold Coast economy itself. Purchases by the military included foodstuff
equipment, services by local labour, and consumpiion by individual soldiers.
Thig part of the country's war contribution « the maintenance of an army in
the field e was probably no less important to dhe Allied war effort than its
exports of essential raw materials, though of course very much less s¢ than in

countries like India where the number of froops was larger. Expenditure by

the government on its owmn account increased, but was not so importants.



76
Expenditure on military account was normally financed by credii creation.

Details are not avallable, but the annual volume must have been fairly large
in relation to the national income, especially as there was little inclination
to practise economy. Attempts by the government to curd it directly would of
course have becn resisted, but since the main war expenditure was incurred by
the British and Allied governments and not from local revenue, no such attempt
was likely %0 be made in any casece Indsed, aince military spending helped to
create remunerative employment for large numbers of people and increased stere
ling balances, the authorities btended to regard with equanimity its effect on
prices and incomes, even when the causal relationship was understcods As well
as being reluctant to act, for these reasons, the government was to a conside
erable degree unable %o act, for the extent of military demend was insuffice
iently known, often taking the form of direct local contracts, and was normall)
incalculable in advance, varying with the requirements of the war situations

To the extent that the Gold Coast Government was able to achieve an
inerease in gross national product and a reduction in that gross capital forme
ation for which it was directly responsible, it mitigated the repercussions
on domestlc consumpiion of military demands and increased exports, and of
diminished imports. In the absence of statistics, the degree of its success
cannot be accurately gauged, but there was in any case little industrial proe
duction to be affected. Resources were released by the contraction of domestic
building and repairs and maintenance, but the main propagands effort was aimed
at increasing domestic production of rubber and palmekernels for export and
foodstuffs for local comsumption, which depended almost entirely on the effort:
of African peasant-farmers and their families. (The acreage of rubber-trees
and oll-palms under estate management was almost insignificanty peasant pro=
duction emanated ehiefly from trees growing wild in the forests.)
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It is notoriously difficult to expand agriculitural output in backward
countries, and the difficulties are increased by wartime comditions. The
noruel economic incentives to which we have become accustomed do not always
operate as expected, and since wanits are fairly static higher.prices may cause
diminished production., For the Geld Coast peasant-farmer, the production of a
surplus of foodstuffs to exchange for necessities ranked very low in priority,
especially as consumers' goods had become particularly difficult to obtains
"The argurent 8o ofjben used in Britain since the war ended, that to increase
production it is neceasary to have an increased supply of consumption goods
available for purchase, applies with even greater forece to primitive eccnomie—:}
Other obstacles were the shortage of implementis, the primitive agricultural
methods employed, the small size of holdings, inadequate transport and storage
facilities, and hoarding. Propaganda, toc, was difficult tc conduct effecte
ively, with reduced official manpower, among a séatterad, illiterate and une
educated populations Peasants and fishermen, given news of the war and exe
horted to produce more foodstuffs, habitually inquired when the supply of
inmplements, nets and other necessities would improve. For many Gold Coast
Africans, it was a war of white men, fought far away, in which they and their

countrymen had somehow become involveds

PHE COCOA INDUSTRY IN WAReTIME,2

After the outbreak of war in 1939, the government's main concern was to
prevent the collapse of the cocos industry owing to the loss of foreign markets
and the expected dislocation of shipping services. In the {ive=-year pericd
193539, cocoa exports had accounted for sbout half of total exports by value,
averaging nearly £6% million per annum fi.o..";n.é Some four-fifths of this probe
ably reached the hands of middlemen and pmducera.l Since these numbered over

200,0009-, it is reasonable to suppose, after allowing for dependants, that at
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least a million people, or roughly a third of the population, were directly

dependent on cocoa for the maintenance of their standard of living. Though
cocoa=farmers also grow food crops, a sudden loss of earnings from cocoa=
production would have had serious political and social repercussions and seve

erely damsged the country's econoumye

Any such catastrophe was averted when the British Government announced -
in November, 1939, that it would purchase at a fixed price, through an official
monopoly, all cocoa offered for sales Acting through the ¥inistry of Food,
and making use of local trading firms as its agents, it bought all of the
1939240 main crop at prices ruling in September, 1939, though clearly only
part of it could be shipped and solds In 1940, the Ministry's responsibility
for operations in the Gold Coest was transferred to the West African Cocoa
Control Board (later replaced by the West Agrican Produce Control Board),
which had been set up by the Colonial Cffice with funds provided by the Erite
ish Government, As sole importer of cocoa into Britain, the linistry bought
British requirements from the Board by annual contracts under "bulk purchase"™
arrangemenis, The Board, in turn, was the sole exporter from the Gold Coast,
buying supplies from the trading firms, who became Licensed Buying Agents,
under a system of quotas. Despite the provision of additional storage space,
however, shipping difficulties so curtailed selling that over 200,000 tons
had to be destroyed locally, after purchase, during the early years of the
war.? From the outset, the Board had o dispose of most of the output in

markets other than Britain,

The Board anmounced at the start of each season the price to be paid to

producers for cocoa purchased, and a margin to meet the costs and profits of

tue Lice5ed Buying Agents. These fixed prices were generally considerably

lower than the prices eventually paid by the Ministry of Food or on the New
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York liarket, despite "price ceilings™ imposed on the latter, owing to natural
caution, uncertainty of disposal, a desire to avoid diverting lzbour from
activities more necessary to the war effort (such as the production of rubber
end oileseeds, and military works), and efforts to mitigate the inflationary
trends In this manner, large profits were accumulated which the West African
Produce Control Board handed over in 1947 (when they totalled more than £25
million) to its successors, the Gold Coast and Nigerian Cocoa uarketing Boards,
g0 preparing the way for the price stabilization policy declared to be their
main objective. "“The W.A.P.C.B. was thus the precursor of a selling organe
ization differing profoundly from the organization which had handled the prine
cipal West African products before the war.“ig These war-time developments

are illustrated in Table 1.

Table 1 : Marketing of Gold Coast Cocoa, 1939«45. (Prices in £ per tom.)

(1) (2) (3) (4) (5) (6)
Crop Producer | Board's | Gross Sale price |hew York Tonnaze
Year Price Surplus | Proceeds to K. O B, spot purchased
(£fs04bs) (ce& foUsKe ) price (000's tons)
1939=40 14.4 U8 22.8 3245 29.4 18l
1940=41 11.5 57 2443 31.5 374 257
1941"42 1504 =0e8 19.6 5105 50.0 251
1942-415 llt6 6.U 24.9 _ mi 5 49-8 207
1943-44 1340 943 3045 3540 49+8 196
1944-45 22.4 5.8 3647 357 49+8 229

Source : P.T.Bauer, "West African Trade"™ (1954) = p«396.
Notes : (1) Export duty of £2.1 per ton was charged throughout the periods
(2) New York spot prices converted at official exchange rates.

(3) Somewhat different figures for Columns 1, 4 & 5 are given in
Ce.Leubuscher, “Bulk Buying from the Colonies" (1956) = ps«l1T4.

"Bulk purchase" agreements wade by the uinistry of Food had less effect
on the marketing of Gold Coast cocoa than t hey had in the case of raw materials

and foodstuifs imported from other colonies. Much more important in the long
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term was the statutory monopoly set up to buy cocoa from producers and sell
it in the world market. Also, the establishment of governmeni-buying in the
United States and elsewhere appears to have been an important factor in
inducing the W.A.P.CiB., to build up its omn selling-organization and do
without the services of trading firms in this fields~> The significance of
the Gold Coast Cocoa Marketing Board in the couniry's post-war economic deve
elopment will be considered in due course,

Meanwhile, to conclude this brief swumary, important criticisms of the
marketing organization set up durms the war in the Gold Coast must be noted..-l-l
If has been pointed out that the aim of providing an assured market for proe
ducers and assured supplies for the Allied war effort could readily have been
acaieved without the establishment of a statutory export monopoly; all that
was necessary was an official guarantee to act as residusl buyer at a seascnall
fixed prices Further, the policy of accumulating surpluses as a result of paye-
ing producers less than the proceeds of sales was quite irrelevant to the maine
tenance of the local price of cocoa, probably discouraged production, and
certainly caused a deterioration in the producers' terms of trade and cone
sequently a marked reduction in their real incomes. This criticism perhaps
does not take sufficiently into account the effectiveness of {he official
policy as a brake on inflation; in any case, it has greater validity in relatio
to the postewar period, into waich the wmarketing organiszation has been contine
uede Nevertheless, war-time conditions, including the pressure of purchaainé—
power already discussed, and official endsavours to employ reduced stafis on
an increased end unfamiliar range of activities, undoubtedly led to the adopte
ion of measures which are easy targets for criticisa in retrospects The
export monopoly was also to some extent a natural reaction to bulk purchase

and the result of an attempt to avoid crises like the “cocoa hold-up® of



1937«38, on which the Nowell Commission had commented so adversely. 8 ;

It has been asserted too that the quota system which accompanied the
export monopoly was unnecessary and harmfuls The trading firms which acted
as Licensed Buying Agents were allotted percentage quotas based on past pere
formance and were liable for penalty payments if these were exceededs Since
there was no limit on aggregate purchases and the market was unrestricted, this
system was clearly not required by the exigencies of war. By impeding compet-
ition, it tended to reduce supplies (but to protect profit margins), and by
preventing the entry of new firms it froze the pattern of trade. Both the
quota system and the provision for purchase of the entire crop at seasonally
fixed prices by a statutory export monopoly had formed part of the draft
scheme for cocoa control submitted in November, 1939, to the Colonial Office
by the Association of West African Merchants. As this organization, which
comprised the leading firms slready established in the trade (all of them
Britishe- or foreigneowned) ultimately managed the quota system, unpleasant
memories of the cocoa-buying syndicate of 1937 were revived and it became
the object of widespread suspicion among Gold Coast Africans. ’l‘he Government's
association with it was also attackeds These developments were t0 have fare

reaching political and economic reqults.

PHISICAL CHANGES IN THE ECCNOIY.

The preceding section digressed to give a brief outline of war-tinme
developments in the Gold Coast's principal industry. It is now necessary to
return to the question of changes produced in the economy as a whole, and t0
consider them in greater detail. FPhysical changes will be studied first
(menpower, production and consumption), then financial changes (money, prices,
incomes and sterling halances), and finally the inflation itself and the

attempts made to control it.
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According to an official statement, more than 65,000 Gold Coast Africans
served in the armed forces during the war yearn,l-z but owing %o hish Gurnover
due %0 invaliding and other causes the total at any pardicular time probably
never exceeded 45,000, In addition, of course, large numbers of men wexe
employed directly by the forees in civilian capacities or on special consitre
uction work connscted with the war efforts As the population numbered 3416
millions in 1931, and had increased 10 4,12 millions by 1948, even if the
total of servicemen and such employees is put as high as 100,000 the drain
on menpower resources does not appear to have been unduly lurge. In contrast
with the British total of 11% of the population in the Services, the number

of men enlisted probably never much exceeded 1% of the population,

| Nevertheless, it must be remembered that although there were sbout one
million men of military age in the Gold Coast, not all of these were potential
recruitss Backwardness or lack of soldierly qualities excluded some, and
while there was no shortage of voluniteers large numbers had to be rejecied
on medical grounds: 80% of the 7,500 volunteers from the Northern Terriitories
in 1940 were found to be suffering from yawx.:—lﬁ’ Nilitary requirements certainly
strained the scarce reserve of skillsj clerks, drivers and mechanics were in
great demand. The drain on manpower resources, therefore, though ites effect
cannot be assessed guantitatively, was probably more seriocus than is suggested
by considerations of numbers alonee On the other hand, many recruits came
from agriculbural communities where there may normally be considerable under=
employment, and it is doubtful whether their absence significantly affected

production or living-standards.

The contribution made by Gold Coast exports during the crucial period
of the war can be seen from Table 2, which includes averages for 1935-39 for

purposes of comparison. (ILhere had been wide fluctuations before the war
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both in volume and value of exports, In 1957, for example, the value of
cocoa exported was nearly £10 wmillion, compared with just over £47 million,
for a larger tomnage, in 1938.) With the exceplion of the figures for timber,
palm-oil, copra and kolae=nuts, waich are produced for local use as well as
for export, and for cocoa, which are decepiive owing to the destruction of .
surpluses, the quantities listed in this Table may be taken as representing
outputs Some may also have been affected by abnormal delays in obiaining
shipping-space, and average values shown for 193539 tend to be inflated

owing to the high prices of 1937.

All of the mineral exporis, with the exception of gold, were direcily
important to the war efforte The first bauxite mine was opened in 1941 and
a second in the following yeare. A branch railway line and special port ine
stallations were constructed to facilitate bauxite exports, and output conte
inued to expand throughout the war, reaching a peak of 146,330 tons in 1945
Manganese ore output was sustained at a higher level than preewar, and in
both 1945 and 1946 exceeded 700,000 tons = more than double the figure for
1938: Gold output increased at first but diminished as several companies
went out of production or were put on a "care and maintenance"™ basis, owing
{0 shortages of machinery and sfores, especially explosives, and exports of
industrial dismonds showed no significant trend. The rise in exports of
unnanufactured timber does not adequately depict the rapid increase in pro-
duction, for large quaniities were used inside the Gold Coast: local demand
so far exceeded supply that a system of controls became necessary. Govermnent
propaganda aimed at increasing exports of wild rubber and palm-kernels had
only a limited success. The fact that larger quantities of kernels became

of palm-oil
available in 1943-44 suggests that export have failed to rise because

of increased domestic consumptions
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Table 2 s Principal Exports from the Gold Coast, 1941-44.
QUANTITY
e 5 1942 1943 | 1944
Cocoa (000 tons) o » 272 219 124 187 203
Gold (000 fine 0z.) » 567 815 786 630 534
Diamonds (000 carats) 1,345 1,084 1,056 1,518 1,166
Manganese Ore
(000 tous) 399 429 454 425 04
Bauxite (000 tous) - 2 48 105 107
Timber (000 cusfts) « 885 1,205 1,503 2,226 2,626
Palm 0Oil (00O toms) . «49 o4l 44 48 - «51
Palm Kermels (000 tous) Tel 363 208 8e3 12.6
Copra (OOC toms) .« « 1.4 54 () 1408 97
Rubber (000 tons) . o 48 .72 1.86 3424 1.75
Kola Huts (000 cwte) 123 108 114 110 113
COMMODITY VALT £000%s f.04b0
g 1942 1943 | 1944
COC0a ¢ o o o o 5 o » 6,499 4,007 2,386 3,494 3,890
TG RSS! 4,123 6,851 6,603 5,295 4,485
Dianonds e o o o o o 556 629 614 121 659
langanese CXe + « o o 7% 1,015 1,264 1,188 1,423
Bauxite ¢ ¢ ¢« ¢ o ¢ » - € 153 334 346
Timber o ¢ ¢ o ¢ ¢ o 95 136 156 249 320
Palm Odl o ¢ o = » o 8 10 Py | iz 11
Palm Kernels « « o 64 21 20 92 149
Copra ¢ ¢ ¢ » o s o » 15 4 5 10 9
BODer ¢ o 4 i E e 27 38 144 347 188
Kola Huts ¢ « o ¢ o o 192 32l 489 412 3886
All domestic produce 12,337 12,911 11,582 12,068 11,507

Source : Gold Coast Statistical Abstracis, No.l (1956).
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Changes in the output of foodstuffs for domestic consumption are imposs-
ible to estimate, as information of any kind about such crops is very scanty.
Cocoa=-farms generally grow food until they begin to bear cocoa, and invest-
igations conducted before the war suggest that it was the normal practice to
plant food-crops much in excess of requirements and leave the excess unharvest~
ed, to go to mte.}.5 In such circumstances, the problem of increasing output
becomes a problem of inducements and marketing facilities. The military
authorities dealt with this fairly satisfactorily by their owmn methods, but
civilian workers in the towns suffered from shortages and had to pay increas-
ingly high prices. It follows, therefore, that any policy of industrialization
in the Gold Coast would have 0 he accompanied by determined efforte not only
%0 increase production of local foodstuffs but also to ensure that they reache
ed urban markets. A partial answer to the problem was provided during the
war by the government in the establisnment or vegebable farms and pig-farms,
the operation of a rice-mill, and improved methods of curing fish, but these
undertakings were all on a comparatively small sca.lo.lé lere exhortation %o
produce more foodstuffs was largely ineffective. Certain small indusiries,
too, developed with official encouragement and under the stimulus of re-

duced imports, but few of these survived.

Details of certain important imports during the same pericd are shown
in Table 3:for all practical purposes these may serve as indices of consump=
tion. Averages for 193539 again provide a basis for comparison. Moot of
the imports shown have beoen selected for their importance as consuuplione
goods. Generally, the picture is one of reduced quantities and higher prices,
which became even higher, in war-time conditions, before the goods reached
consumers. The characteristic series of intermediaries took full advantage
of scarcity, especially in rural areas, and conditional sales were common

O E YU TS



Table 3 : Selected Imports into the Gold Coast, 1941«44.
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QUANTITY

COMMODITY

1237 | m | 1942 1943 1944
Cattle = for food (V00's) 42,7 1C.5 548 2645 18.4
Fish « canned,etc. (ﬁ.) 116 16 33 20 20
Rice (000 cwbs) « o o o 248 36 S | 16 6
Flour (000 cwte) o o 159 115 100 96 99
Sugar (000 cwhe) o+ o 126 86 19 51 68
Unmanufactured
Tobacco (OGO cwt.) 13 8 8 12 8
.Cotton Piece Goods
(million 1lbs.) 13 T 11 9 9
Corrugated Iron Sheets
(tons) 8,256 178 294 1 54
Edcycles (nos) o ¢ o s 3,105 485 | 1,205 1,356 1,223
Cement (000 tons) « o 62 38 19 19 26
Illuminating Cil
(million gallons) 2."19 1.31 1.03 1.93 2,18
Coal (000 tons) ¢ o o 91 62 ST R 47 97
iy VALUE £000's ceisf,

g 1295-39 | 194 1942 1943 1944
Cattle - for food + « 227 95 79 188 276
Fish = canned, etce . 210 41 120 37 36
BEOR - 5.5 0 5 5 3 &% 119 35 52 39 4
Flour « ¢ ¢ ¢« ¢« o o « 132 120 118 127 154
SUgar o+ o e ¢ s o e o 98 133 136 85 163
Unmanufactured Tobacco TO 65 76 131 101
Cotton Piece Goods « » 1,394 997 1,683 2,144 2,203
Corrugated Iron Sheets 154 5 10 0,03 1.6
Bicycles « o o o o o o 12 3 8 9 g
Cement ¢« ¢« o o o ¢ o » 152 175 102 106 116
Illuminating Oil + « » T8 39 60 66 T
Coal & «'5 ¢ 5 0 9 o & 261 244 713 1,063 454
All TmPOrts o o o o o 8,678 6,254 | 8,843 8,660 85965




Table 3 =~ continued.
Source 3 Gold Coast Statistical Abstracts, No.l (1956).

Notes s (1) Forces imports not includeds Bullion and specie included
but insignificant.

(2) Cotton piece goods comprise unbleached, bleached, printed and
dyed piece goods, coloured cottons, and velveteens.

The fall in imports of cotton piece~-goods from an average of 13 million
lbse per annum pre-war to about 9 million lbs. on average in the period 1941
0 1944 was particularly important in view of their pre~eminent place among
the staples of trade. Imports of camned and preserved fish, rice, flour and
sugar, on which the couniry had been heavily dependent in peace-time, fell
no less significantly, and there can be little doubt that shoritages of these
foodstuffs, together with the scareity of suoh populsr building-materials as
corrugated iron sheets and cemeni, reduced the force of any incentives making
for increased output among farmers and wage-earners alike. liuch the same
applies %0 bicycles, which frequently also serve as capital=goods and assist
production in a country as deficient in transport services as the Gold Coast.
Unnanufactured tobacco has long been roooimized as an "incentive=good" among
the pessantefarmers, and illuminating oil (chiefly kerosene) is used by everys=

Cics

The absence of information about domestic food=production makes it
impossible to gauge the extent of hardship caused by the fall in imports of
foodstuffs. For people in rural areas, the majority of the population, this
presunably meant little more than reduced variety of diet, but for labourers
and other puvorly-paid workers in the larger towns it may have caused definite
under-nourishment.s In any event, it seems to be true that less hardship was
caused directly by the mducﬂm than indirectly by the iuflation for which

they were so largely responsible.
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FINANCIAL CHANGES.

Consideration of the financial changes which took place in the economy
is hampered just as much by lack of information as was consideration of the
physical changes., There are no reliableo figures for the amount of money in
circulation, for example, nor for the amounts of loans and advances and bank
deposits. Published statistios relating to currency issues for all four
British West African Colonies are reproduced in Table 4 below, and though
their value as a true indication of the expansion is clearly very limited
they may safely be assumed to represent the general trend in the Gold Coast.
According to government estimates for the Gold Coast alone, total circulation
increased from £6.4 million in 1942 to £11.2 million in 1946 = a less rapid
rate of expansion « but the latter figure may well have been too low.H
Certainly there was a steady and considerable increase in the proporiion of
notes in circulation.

Pable 4 : West Africa - Note and Currency Issues, 1939-45. (At 30th June).

Year Currency Notes Total Index Proportion of
£a £n £a Notes 3 %
1939 10.0 1.7 11.7 100 14.5
1940 11.0 1,6 12,6 108 12.7
1941 11.4 241 13.5 116 15.6
1942 14.3 3.4 17.7 152 19.2
1943 1843 546 2349 204 237
1944 204 59 2604 226 22.4
1945 22,1 T+6 297 253 2546

Source: West African Currency Board Reports.

No cost of living index covering the period has been published, and the
best available information about price-movements is contained in official
statements submitted to the Commission on the Civil Servicesof EBritish West

Africa, 194546, which reported in September, 1946, These covered a wide
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range of imported consumpiion=goods and local foodstuffs and are probably
fairly reliable, though of course they do not take account of inflated profits
superimposed on landed costs of the former, nor of scarcityeprices actually
charged in uncontrolled markets for the latbers A selection of indices con=
cerning the more important commodities is given in Table 5 below. Since in
most cases prices continued to rise after 1944, it may be admitied that there
was justification for the Commission’s finding that the cost of living had
approximately doubled between 1939 and 1946, at least so far as government
employees and civil servants were concerned. (Those in upecountry stations -
normally paid higher prices for imported articles and lower ones for local
produces )

Table 5 : Indices of Landed Cost of Certain Imported Goods and Prioces
of Locally-Produced Foodstuffs in the Gold Coast, 1941-44.

(1939 = 100)

IMPORTED GOODS 1941 1942 1943 1944
Fish, canned etc. 250 243 17 108
FlOUr « « o o o s & o 130 157 178 210
SUZAr « ¢ s+ o 2 5 & o 181 201 175 175
Tobacco, unmanufact'd. 124 153 171 192
Cotton Piece Goods . 160 191 262 2%
Corrugated Iron Sheets 144 169 134 140
Cement s o s s ¢ o o 157 . le2 166 155
Illuminating Oil . . 146 262 166 154
LOCAL FOODSTUFFS
Bananas ¢ ¢ o o » s ¢ 110 95 143 194
Cassava, fresh . + » 163 246 292 238
Groundnuts o o o » » 130 169 201 169
Palm Oil + ¢ o o o o 100 122 145 154
Plantainsg « « « o » 112 130 211 218
Yams o ¢ o o ¢ ¢ o @ 103 138 154 162

Source : Report of the Commission on the Civil Services of Br. W. Africa.

N otes 3(1) Imported articles = average annual landed cost per unite
(2) Local foodstuffs - annual mean of prices in markets at ten
agricultural stations.
(3) An independent calculation of average ce.i.f. price of imported
textiles showed an increase of 1407% between 1939 and 1944.
By 1946 this had become 2087, 18
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In considering changes in the money-incomes of wage and salary-earners,
it must be borne in mind that the total number of persons affected during
the war could hardly have been more than 200,000, or roughly 20/ of the total

adult male population, even including military persomnel. That earnings incre
eased there can be no doubt, but few specific details are available and asse
essment is complicated by uncertainties of definition and the fact that wage-
rates varied according to area as well as type of work. The wages of unskill-
ed and semi-skilled workers appear to have risen by rather more than 50% on
average, and those of artisans by rather less, though this is admitledly a
very rough tima.te..l.g The increases paid 1o clerical workers are even more
gifficult to judge, though probably of the same order of magnitude. In this
connection, it is significant that the Commission already referred to recom-
mended (in 1946) increases of about 1007 in the salaries of the lowest grades
of civil scrvanis. Though intended partly to rectiiy anomalies in the salary-
structure, these were also meant to bring government rates of pay up to levels
approacaing those in commerce and industry, which had been uore responsive to
econoric pressures. Increases in the region of 257 were recommended for
African civil servants in the middle and upper grades. Some categories of
non-governunent euployee in special demand naturally achieved large increasesg

donestic servanta' wages, for example,approximately doubled.

As regards the question of hardship which may have been caused by the
apparent failure of money~wages to keep pace with rising prices, it may be
noted that, generally speaking, full employment was maintained throughout the
war. Many workers, both manual and clerical, who before had been employed
only intermittently, benefited by receiving regular wages. Desides, the
acceleration of activity in some sectors created new opportunities for money-

making and for economic advancement., For these reasons, the ftotal real income
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of the urban family probably showed less tendency to fall than the real

income of the urbsn individuals

Table 6 sets out in general terms the changes which took place in the
incomes of cocoae=producers. These of course depended not 'on.ly on the
“producer prices" paid at collecting-points but also on actual crop tonnages,
and although the former were kept down until the 194445 seagon by the war-
vime marketing organigzation, the latier showed scme nabural variation.
“Combined money=incomes" nevertheless remained falrly steady until the upward
trend began in earmest in 1944-45. It must be emphasized, though, that these
figures are somewhat greater than the amounts which actually reached the hands
of the farmers; in each year a proportion was drained off in transport costs
and by the many intermediarias whose operations had so markedly lupressed
the Nowell Commission in 1958-@

Table 6 : Combined Money~-Incomes of Gold Coast Cocoa~Producers and
index of their Terms of Trade in Terms of Cotton Piece-Goods,

1939=46.
(1) (2) (3) (4) (5)
Crop Producer Tonnage Producers’ Income Producers®
Year Price. Purchased. £n % of Terms of
< (£ per ton) | (000 tous) 1939=40 Trade.

1939-40 14.4 181 2460 100 100
1940=41 11.5 237 2,72 105 66
1941~-42 13.4 251 3636 129 64
1942=43 11.6 207 2040 o2 53
1943=44 13.0 196 2:54 9 41
1944+45 22¢4 . 229 Del3 197 63
1945=46 27.0 209 5064 216 76

Source : Adapted from P.T.Bauer, "West African Trade"™ - pp.396 & 424.
lotes s (1) Colwm 3 is the product of Columms 1 & 26

(2) Coluun 5 has been converted from bvase 1935-7=100 aad rewaius
in terms of calendar years, e.ge 1939=100, Calculated from
landed costs of all cotion piece~goods and producer-prices
paid for cocoa.

(3) An independent calculation found “natiocnal" terms of trade
(i.es based on f.o.b, cocoa prices and cei.f. textile prices)
least favourable in 1943 and 1944. 2l
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Indices of cocoa=producers' terms of trade in terms of cotton piece-
£00ds have been included in Table 6 mainly $o indicate the general trend, and
no far-reaching conclusions should be drawn from them. Cotton piece-goods
are however the most important single class of imports and although landed
costs «id not correspond closely with retail prices their use in the calcul=-
ation doea not give a seriously misleading picture. The indices clearly suppe
ori the coneclusion that reductions in farmers' real incowes were caused by
rising prices of imports, accompanied by stabilized domestic cocoaeprices.
bome of the money they received was diverted to the purchase of locallye
produced goods, thereby helping to raise the internal price-level, and to
black-market operations in scarce but desirable imported goodse On the other
hand; many farmers were self-supporting in foodstuffs, or could readily become
80 by utilizing family labour, and some farmelabourers received all or a part
of their payments in kind. Moreover, since indebiedness had been widespread
in agricultural areas before the war, the farming community (and other debtors,

benefived when rising prices reduced its real burden.

To conclude this brief discussion of financial changes mention must be
made of the sterling balances of the Gold Coast, comprising principally the
counterpart funds for currency issued, the surplus funds of the West African
Produce Control Board, and reserve funds held on behalf of the Governument and
the Railway and Harbour Administration. Like the governments of other coune~
tries which supplied the allies during the war, and consequently accumulated
puch balances, the Gold Coast Government improved its external financial pos-
ition by increasing reserves. These rose from £2.5 million in 1938 to £7.0
million in 1946, including interest-free loans totalling £800,000 made to

He M, Government in 1940-41 and 1941-42.gg As for the W.A.PeC.B.y it handed over
%¢ the Cocoa larketing Board in 1947 an accumulated net surplus of nearly
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£14 million, of which aboul £4% million appears to have resulted from cper-

ations up to and including the 1944-45 seasons=? Official figures of all Gold
Coast sterling balances begin only with the year 1949 (when they were estime
ated at more than £77 million), but the holdings of the West African Currency
Board for all four West African colonies during the period give a reasonably
acourate indication of their rate of increase. The extent of these h cldings

is shown in Table T.

Table 7 3 West African Currency Board Balences, 193945, (A% 30th June) .

Year Amount (£000's)
1939 12,075
1940 12,960
1941 14,927
1942 16,954
1943 234323
1944 25,961
1945 29,4508

Source 3 Vest African Currency Board Reports.

LNFLATION AND CONTROLS.

It has already become clear that inflation took place during the war,
in the sense of an expansion in volume of money demand greater than that ass-
ociated with normal cyclical movements, the principal factors in the situation
being increases in some exports, reduced imports, and military demand. Which
other faclors encouraged Lhe growing colune of money~incomwes, and which tended

Yo impede the process of income-creation?

Expenditure by the government for war purposes has already been mentioned,
This covered such items as Civil Defence, the supplies organization, informatio:
services, and schemes to increase local production, but averaged £307,000 only
in the Tive=year period from 1941-42. FPublic works expenditure increased

steadily in the same period, averaging £388,000 a year.z-4 Generally, however,
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internal government finance had a deflationary effect of considerable import-

ance, as will be seen from Table 8.

Table 8 ¢ Gold Coast Government Revenue and Bxpenditure, 1939=45. ( &m )

(1) 12) smP)( Vil Qﬂu ) (f’ ¥
o us{+ n Internal |[Surplus

Tear | Revenue |Expendres| pooioit(-) | Revenme | Expendres| (+)

1939-40 3073 3063 + 0410 3¢73 3456 + 0,18
1340~41 5487 3,87 - 0,002 3.87 3020 + 0167
1941=42 4414 3060 + 0.54 4e14 3e22 + 0,92
1942«43 4033 4el5 + 0,18 4+33 4408 + 0e25
1945-44 4'72 4.56 + 0.16 472 4.49 + 0,23
1944-45 5687 4+53 + 133 587 4446 + 1,40

Source : Colonial Office List, 1949 and Annual Report, 1946.
lotes s (1) Colonial Development grants did not significantly aifect revenue.

(2) Loans and gifts to H. M.Government and public debt charges oxcluded
from Column 5. Overseas pensions and gratuities not deducted.

(3) Railway and Harbour finances are separately accounted fors

The mainstay of government revenue continued to he receipis from Customs
duties, which averaged £2,64 million during the years covered by the table,
or slightly less than the average for the last three pre~war years, and showed
no significant tendency to rise or fa.ll.g-? Where ad valorem duties applied,
rises in prices of the imported articles would of course have had much the
same resull as increases in specific duties where these were applicable: there
seem to heve been no general increases in Customs duties uantil 1946, when

they were required to meet increased expenditure on wages and salaries.

Up to 1944, the only direct taxation imposed by the Central Government
was a tax of one shilling in the pound on mining incomes. The Income Tax
Ordinance (which applied to companies as well as individuals) took effect in
that year, and produced £1.34 million in 194445, but by that time the inflate-

ion was already under way and in any case only a swall minority of the people
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were aifected by the new ftax. Official encouragement of private savings met
with some response, and the number of depositors in the Post Office Savings
Bank rose from 43,610 with a total holding of £290,000 in 1939=40 to 150,385
with a total holding of £l.49 million in 1944-45. representing an increase from
under £7 o nearly £10 in the average deposit.2? Generally, however, money
savings hold little attraction for the Gold Coast African,; who is iﬁclinad to
spend excess cash on "conspicuous consumption" or gold ornaments and other
valuables for hoardings In the words of the Nowell Coummission, “he prefers

to spend lavishly, even foolishly, when he has money; and %o borrow when he
has none.“-z-? There was also some saving in coeoperative societies and in the
comeereial banks, but although details are not available this was unlikely

%o have been very significant. The<limited effectiveness of rationing and
price conirols has already been noted. Though there appear 4o have been re-
ductions in gross capital formation (by the gold~mining companies as well as
the government, for example), which offset o some extent the pressure of mile
itary demand, there is insufficient information on the subject to enable pre=-

cise conclusions to be drawme

The repercussions of changes in the merchandise frade remain %o be exe
amineds As will be seen from Table 9, there was nc substantial increase in
exporters' receipts, whioh indeed tended to fall, and although payments for
imports remained stable for the first two years they did not begin to increase
unbil 1942 and even then not particularly rapidlye Thus there was little sign
of the situation , familiar in some other war-time economies, where exporters'
receipts greatly increased and payments for imports increased only slightly
or not at all, It follows that trade in merchandise was not an income=
generating factor in the Gold Coast, except possibly %o a minor extent in

the earlier years. The countere-inflationary effect of the increased payments
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to foreign exporters for a reduced volume of imports partly offset any impetus

given to the upward movement of wage-rates by rising import-prices. Finally,
it seems unlikely that invisible items and private capital transactions
varied greatly from their preewar flow, which characteristically produced

an excess of payments (e.ge pensions, debt chérgés, conpany profits, etcs.)

over receipts. lio balance of payments figures fér the peribd are available.

Table 9 : Gold Coast Imports and Exports of Merchandise, 1939-44. ( £m. )

Tear .gg:;irtl ARgorse (axpdi:lzﬁgglua %)
1939 13,0 Te5 + De5
1940 13.8 Ted + 66
1941 13.1 6e2 + 649
1942 12,2 848 + 304
1943 12,8 8.9 + 349
1944 12,4 9.0 + 304

Source : Statistical Abstracts, No.l (1956).

Note 3 Military stores and exports of specie deducted.
“"Total exports" include exports of both domestic and
foreign produce: cf. total sxporits of "all domestic
produce™ in Table 2, supra.

SULMAKY AHD CONCLUSIONS.

The preceding sections have outliped, within the limits of the inform-
ation available, the principal changes which took place in the Gold Coast
econony during the war. In essence the situation was a familiar one = that
of a government which tried to do too much with available resources,; and so
ran into inflation. But it is difficult to seec how this could have been wholly
avoided in solving the basic problem of diveriting rescurces frou private cone

sumption and investuent to the war effort. Since quick results were essential,

it was necessary %0 Y34 for resources, and this involved raising prices.

The abrupt aud severe reduction in imports, accompanied simultaneously
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by a poweriul military demand for goods and services, was undoubtedly the most
important change in the econcmy : it had two major repercussions. Firstly,
by creating conditions of shortage which were fully exploited in trading
operaJions, it strengthened the trend towards rising prices. Secondly, by -
diminishing incentives and limiting the availability of producers' goods,
it hampered official efforis to expand domestic agricultural and industrial
production. Increases in agricultural precduction were impeded, too, by the
structure of the econony itself, and increases in industrial production by
the scarcity of fechnical skills and indeed of fundamental education. Nevere
theless, there were important increases in some exports, notzably of bauxite,
manganese ore and timber, needed for the allied war effort. Cocoa, the
country's chief export, was of secondary importance in this conneetion, bub

significant changes were induced by war conditions in the system of cocoae

marketing,

Counter-inflationary factors discermible included the internal pricee
policy of the W AsP.C.B., which kept producers’ money-incomes fairly stable,
and the goverrment's surplus-financing, though perhaps the latier policy was
not explicitly designed to this end. Direct taxation did not ccme into effect
wntil late in the war, but the stable Custous revenue from a diminished volume
of imports was equivalent to higher rates of indirect taxation and so helped
to absorb purchasinge=power. Increased private savings, price-contrel, and
rationing schemes played a minor role, though their full efiects cennot be

gauged for lack of datas

As regards consequenceg of the inflation, there can be no doubt that the
supply of money increased, thougnh o what extent is uncertain. There being
no seniesutomatic relationship in the Gold Coast between wages and the cost

of living (the first Irades Unions were initiated, with official encouragement,
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only in 1942), prices of imported articles and local foodstuffs alike rose

faster than wages. Wagee-eammers, however, were relatively few in number,

and imported articles represented semi-luxurics rather than necessities for
large sections of the communitys Some hardship may have been caused o lande
less urban labourers dependent on supplies of cheap imported foodstuffs, and
to cocoa~-farmers, whose real incomes fell. As is usual in an inflation,
wage~ and salaryeearners (e.ge clerks, civil servanits) tended to suffer, and
entrepreneurs (ee.g. merchants, middlemen) to gain, hut debtors in general

benefited.

It can be argued that the government might have shown greater competence
and energy both in the direct mobilization of resources for the war effort
and in forestalling the inflation, but in fairness the great difficulties
confronting it must be admitted: some of these have already been noteds
Probably, as has been suggested, its chief fault lay in the failure to recogw
nise =« or to recognize early enough « the paramount necesgity of limiting
incomes, but even if there had been no such failure the preparation and ene
forcement of suitable measures would have presented problems very different
from those of advanced countries more directly involved in the war. The
apparatus of taxation was far less well developed, for instance, and a readie
ness %o pay higher taxes on patriotic grounds less confidently %o be expected.
After all, the methods of orthodox finance proved inadequate everywhere; even

in those countries most highly developed.

Manpower might perhaps have been more fully utilized, but although littl
more than 1% of the population wes enlisted in the services at any one time it
seens fairly probable that this proportion could have been enlarged only by
more serious disruption of the economys "“Among the civilised nations of
modern Burope,™ wrote Adam Smith in an era when economic conditions there had
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greater similarity than nowadays to those of the war-time Gold Coast, "it is

commonly computed, that not more than one hundredth part of the inhabitants
of any country can be employed as soldiers, without ruin to the country which

peys the expence of their service."al

So much for the adverse effects: on the other side of the ledger must
be entered the economic gains of the Gold Coast from the war. Full employment,
80 far as this can be judged in a backward economy, was maintained, and indebts
edness was o some extent liguidated. The governmeni's revenue benefited, witlk
a resultant growth in reserves, and sterling balances had an unprecedented
rise which was to be overshadowed caly in the post-war period. A legacy of
physical assets, inecluding a complete new extractive industry (bauxite mining),
airfields, roads and buildings, predicted the acoslerated development and
higher standard of living which were w comes Less tangible, bui no less
important, residual assets were the reserve of skills created by the exigen=
oies of war (ee.ge drivers, skilled artisans, mechanics) and the sense of dis-
ecipline and realization of "wider horizons" instilled into those who had
served with the forcess It may be noted also that the social and economic
structure was shaken up and in part changed by the war, while the government
acguired new interests and new functions, The Gold Coast suffered no destructe
ion, and escaped the evils of hypere-inflation. On balance, therefore, it

appears 10 have benefited economically from the wars

What lessons does war-time experience in the Gold Coast hold for the
study of its long-term econocmic development? This is not the place to enter
intc a discussion of the various opinions advanced in the course of the wide-
apread debate on this subject. It willlbe sufficient %o note briefly some
policies on which there is general agreement, and to refer to points of lesser

importance which have been raiseds The Gold Coast is an "underdeveloped
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country" in the sense that it is deficient in capital, relatively to popul=-

ation and natural resources. For capital formation to take place, a part of
currently available resources must be diverted to augment capital stock so

as to prepare for a future expansion of cunsumable output. The problem of
this diversion bears some resemblance t0 that confronting the war-time govern-
ment, and it is agreed that in the eircumstances prevailing the governmeni,
rather than private enterprise, must play a major part in any attempt to solve
ite Fundamentally, it consists in finding means to check consumption and
ensure savings which may then be invesied so as to achieve increased product-
ivity. Opinions differ concerning relative priorities for the development of
industry and of agriculture in the resultant investment programme, but there
is general agreement that an increased agricultural output is essential to

success.

War~time economic changes euphasize the difficulty of limiting consumpe-
tion and avoiding inflation when the demand for goods and services increases,
since imported consumption-goods are vital as incentives and their flow must
therefore be maintained. An inflation, if it does not go too far, may of
course prove beneficial to growth by redistributing incomes in favour of
classes more likely to invest, and by increasing the government's share of
the national income, but not all inflations are of this character or have
these results. "If the inflation is due to the government spending money
on paying high salaries to civil servants, or on making war, there is no
reason to expect the inflation to increase capital formation, unless the econ=-
omy has a fair proportion of the kind of irdustrial capitalists who invest
inflationary profits in fixed capital - and this is more likely in advanced
than in under-developed countriea.“gg Moreover, service in the forces and

contacts with the superior goods and patterns of consumption of overseas pere
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sonnel stationed in the country appear to have set up a “demonstration effect",
stimulating for many Gold Coast Africans the propensity to consume. Clearly
this would make control of consumption even more difficult in the future.

The war years confirmed also the government's need to rely on indirect tax~
ation as a principal source of revenue and counter-inflationary weapon, and
the overwhelming importance of "compulsory savings"™ emanating botlh from this

source and from levies on raw material exports.

As regards productivity, propaganda alone was unable to overcome the
traditional caution and conservatism of peasanti~farmers and the inelasticity
of agricultural output in a country not yet wholly converited to an exchange
economy. Adequate incentives, together with an intensive programme of educ-
ation and improved marketing facilities would be necessary to achieve this,
and quick results could not be expecteds The output of European-controlled
extractive industries incoreased mainly because of their high capitalization
and use of imported skills, including mancgement, Insufficient information
is available to enable conclusions to be drawn from the fate of the small
local industries started during the war, but the fact that they did not play
a greater part in meeting shortages and eventually disappeared in more normal
trading conditions suggests a lack of initiative and resilience among such
domestic entrepreneurs as existed. War-time experience showed too that cer-
tain elementary technical skills could be taught fairly quickly and have an
important effect on the development of the economys lorry-drivers trained by
the Army were the best example of this.

Finally, it may be noted that the war-time efforis to control consumption
and increase output were initiated by a government which the population regard-
ed as alien, and whose ecconomic activities were directed to the support of

a military struggle devoid of real meaning for the mass of Gold Coast Africans,
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It may perhaps be conjectured, therefore, that a more positive response would
have been achieved by a government with which they could more easily identify
themselves, and with more room for economic manoceuvre, in support of the less
incomprehensible aim of developing their own country, in their own long-term
interests. The economic history of the post-war period will throw some light
on this question and follow the cevelopment of trends established during the
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POPULATION AND RESOURCES.

10 TRODUCTION,

Problems of population engaged the attention of philosophers and
administrators long before the development of systematic economic thoughta.
Aristotle advised law-givers "to take care that the increase of people
should not exceed a certain number; and in determining that, to take into
consideration those children who will die, and also those women wiho will be
barren," adding a warning that "to neglect this sees is o bring certain
poverty on the citizens; and poverty is the cause of sedition and evil.“&
llachiavelli noted the twin dangers of rising and falling numbers and wrote
that "the one part tnrouéh the small number of inhabitants becometh desolate,
and the other, being overcharged, oppressed with poverty.ﬂg Modern times
have seen a change in emphasis from the anxieties of Qhe early 19th Century,
when European populations were increasing at an exceptionally rapid rate,
to those of the 193%('s, when the upward surge appeared to have been checked
and there was a serious possibility of future decline. Since the Second
World War, demographers and economists have paid special attention to the
problems of population-growth in under-developed countries (viz.: most of
those in Asia, Africa and Latin America, and some in south-eastern Europe) ,
woich together contain more than two-thirds of the world's people. Study
has been concentrated on those already densely-populated, where the prospect
of further rapid growth is consequently most menacing, but many of its re-
sults are relevant to under-developed countries in general, including the

Gold Coaste

Plans for social and economic development are concerned with present
and future output and needs. From the production point of view, policies
designed to achieve maximum productivity and full employment must take into

account the changing sise and composition of the lebour foroe, which are
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largely deteruined by similar changes in the population. From the consumption

point of view, the composition, distribution and rate of growth of the pop-
ulation are important determinants of national needs for food, housing,
schools, hospitals, equipment, machinery, and all the other requirements of

a developing economy, Basically, the problem of economic development is to
increase production at a faster rate than the rate of population growth.

In most under-developed countries, death-rates have fallen considerably during
the last few decades, but birth-rates have remained relatively high. The
resultant natural increase in population absorbs most, and in extreme cases
all, of the increase in output, so that per capita income does not rise much,

if it rises at all.

The following pages summarize available information about the population
of the Gold Coast and discuss its relevance to the country's economic deve
elopuent. First, however, it is necessary to strike a note of warning.

Much of the basic demographic material which is readily obtainable in advanced
countries is not yet produced in the Gold Coast; what litile there is can be
variously interpreted and permits of no final conclusions. In the words of
one authority, "To form a correct opinion on demographic matters without con-
clusive figures is well-nigh impossible because demographic facts are not
obvious. To appraise fertility, morbidity, mortality, or migrations is about
a8 diffiocult in most African Dependencies as to appraise the frequency of

adultery in this cmmtry.“é

POPULATION SIZE AND GROWTH.

Censuses of population were attempted in the Gold Coast at ten~yearly

intervals from 1891, but the earlier counts were incomplete and the entire

population was individually counted for the first time in 1931. The sequence
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was interrupted by the War, and the latest census taken was in 1948, when
the population enumerated was 4,118,450, representing an increase of 954,882
or 30.15% over the 1931 figure of 3,163,568. Table 1 shows the distribution
of this total among the three principal administrative areas of the country,
distinguishing between Africans and non-Africans. (For convenience, the pop-
ulation of Togoland under United Kingdom Trusteeship (362,768) has been incle
uded in those areas with which the two parts of that Territory were aduine
istered. This practice will be followed throughout unless otherwise stated.)

ZTable 1 s Population - Distribution and Total, 1948.

African lon=African Total % of Total
The Colony 2,217,416 54394 2,222,810 54
Ashanti 817,762 1,162 818,944 19.9
Northern Territories | 1,076,482 214 1,076,696 26.1
The Gold Coast 4,111,680 6,770 4,118,450 100

Source : Gold Coast Census Report; 1948.

Kuezynski's cautious examination of the 1931 census returns queried
some of the interpretations which had been put upon themes He criticized
unwarrantable optimism about African mortality rates, pointing out that the
ratio of wmedical staff to population had not increased in the 25 years up to
1939, and that malaria, “the most important general factor adversely affecting
the health of natives in all British West African Dependencies"™, was probably
a8 common as in former times. Since registration of births and deaths was
confined to one-tenth of the population, for the most part living in urban
areas, few conclusions could be drawn from the data available. Fertility did
not appear %o be very high, while mortality, which had probably decreased in
rural areas after the elimination of tribal wars and slave-raids, was not exe
cessive in the towns, except among immigrant labourers. The population of the
Gold Coast, he thought, had probably been fairly stationary up to 1920, but

had increased considerably since then, partly because of immigration.é
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The results of the 1948 Census, and more recent researches, make it

possible to discern more clearly the patitern of population growth in the

Gold Coasts In the comparatively small registration areas, live births

up to 1946 ranged between 30 and 40 per 1,000 total population. A sample

inquiry into fertility conducted following the census of that year indicated

that the average live birth-rate in the country as a whole had been nearly

40 per 1,000 from about 1920 onwards, and the infantile mortaliterate in

the region of 120 per 1,000 live births. Though there is no general estimate

of the mortality-rate, this probably lies within the range of 25-30 deaths

per 1,000 population which is the United Nations estimate for all Africa.

For what they are worth, comparative figures for the registration areas in

1937 and 1946 are given in Table 2.

Pable 2 s Birth- and Death-rates Registered, 1937 and 1946.

1937 1946 Africa ﬂ_U. lle €8t J

Total population

(estd.~ 000's) 3,704 3,963 »
Population of registrn. areas

(estde = 0OCO's) 333 356 o

Birth-rate per 1,000 persons 33.7 397 40 = 45
Death-rate .. e o 2563 25. 5 25 - 30
Infantile mortality rate 117 110 -

Sources : Annual Reports, 1937-38 & 1947;

Consequences of Population Trends" (1953).

Us Ny = "The Determinants and

It seems to be agreed that the spectacular decline in mortality in the

advanced countries of Western Europe, which began slowly in the first half of

the 19th Century and gathered momentum by its end, was due initially to gen=-

eral improvements in standards of living and only in its later stages to the

developument of medical science.

Health measures are certainly beneficial in

the short run to an under-developed country such as the Gold Coast, but

opinions differ regarding the extent 10 which any reduction in mortality so

achieved can be made permanent unless it is accompanied or followed by a

substantial improvement in economic conditions. "The causes which determine
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the increase of mankind," wrote Bagehot, "are little less than all the causes,

outward and inward, which determine human aotion.ﬂz

It is perhaps reasonable to suppose, however, that in the Gold Coast
the security of the Pax Britannica tended to arrest any trend towards pop-
ulation decline, and that improved standards of living arising from trade,
elementary sanitation, and the elimination of widespread epidemics, contribe
uted largely to the growth which had taken place by 1931, From then until
1948, the influence of these factors certainly increased and was asugmented by
the application of new medical techniques, especially in malaria-control.
Post-war prosperity not only made possible more resolute action by the Gove
ernment in improving health services, communications, education, and water
supplies (all important determinants of mortality), but produced directly
higher real incomes for large sections of the population. In these circum-
stances; falling death-rates and further population growth might well have

been a:pacted.é

Mideyear estimates of total population have bheen produced since 1948,
These allow for an annual rate of growth of between 15 and 16 per 1,000 and
a population of 4,836,000 in 1956. . (This is the same as the rate indicated
by the increase of population between 1931 and 1948.) For the year preeeding
mid-1958, the estimated increase was 73,000. These figures are based on the
best available evidence and there is lititle reason to question them, unless
%o suggest that they may well be too lowe The anmial rate of increase corres-
ponds with the figure of 15 per 1,000 estimated for Nigeria, where conditions,
though admittedly different, most nearly correspond with those in the Gold
Coast. It may be compared with rates of over 27 in Ceylon, over 30 in Malaya

and parts of Latin America, and about 6 in Britain,8

One writer hag identified five stages in population-change, proceeding

from the "high stationary“, with birth- and death-rates both high, to the



"declining™, with low mortality but even lower birtherates, giving an excess
of deaths over births.oIf this classification were sccepted, it might perhaps
be argued that the population of the Gold Coast is at present in the second,
"early expanding" stage, with a high birtherate and a high but declining
death-rate, and may be expected to pass sooner or later into the third, ";ata
expanding™ stage, with birtherates declining and death-rates declining faster.
Though the statistical evidence is insufficient to justify such a contention,
it seema to be generally agreed that in circumstances like those prevailing
in the Gold Coast an acceleration in the rate of population growth is more
than likely, for several decades at leasts Mortality-rates may be expected
%o fall, but unceriainty surrounds the future trend of fertility rates: the
demographic history of advanced countries suggesis they may continue fairly
high for sonme time but eventually decline as economic development proceeds.
Fertility-rates are more inflexible than death-rates, however, and there can
be no guarantee that their future history in a country of such different
social structure and cultural patterms will conform to past experience in

Western Europe.

Flans for the future develcpment of the Gold Coast, if they are to be
realistic, must therefore take account not only of the current rate of pop-
ulation growth but also of the fact that that rate will probably incroaae,
Even if the present rate is maintained, the population of 4.8 nillion in
1958 may have increased by nearly one million in ten years and may double
itself in less than fifty. Such plans must take account also of the changing
composition of the population resulting from continued growth, and of increas-

ing density of population.

Finally, mention must be made of immigwration as a factor contributing
to the growth in numbers. The exaggerated importance given to it following

the 1931 Census was clearly misplaced, and the more thorough count of 1948
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showed that 174,067 or 4.3% of the Africans enumerated had been born outside
the Gold coaat.l-QOW:' 52,000 of these had come from other British territfories,
principally Nigeria, and although the origins of the remainder are not known
most of them probably came from neighbouring French colonies. In addition to
the drift of population into the country from the north, there is evidently
alsc a considerable movement inwards from the east, part of which is almost
certainly connected with the westerly migration of the Ewe peoples, whose
homeland was divided by the artificial frontier between British and French
Landated Togolands As may be seen from Table 1, the total of non-Africans
(which had risen to 11,000 by 1953) remains very small in proportion to the
whole population. The majority in any case spend only their working lives

in the country and cannot be considered immigrants.

Pable 3 shows the birthplaces of the African population recorded in
the 1948 Census, in the form of percentages of those enumerated in each of
the aduninistrative areas, and in the country as a whole. These figures give
some indication of the extent of immigration and will be referred to later in

connection with the question of internal migration.

Table 3 : Birthplaces of Africans enumerated in the 1948 Census.

Area in which Percentage born in se
enunerated, 3
Colony Ashanti N.T's | Togol-"|Elsewhere

The Colony (excl. Togol®®) 8849 1.6 348 2,1 346
Ashanti « « ¢ + s o & & 4.8 82,7 8.5 0.8 362
Nelu's (excl- T’OgOlaﬂd) Oe3 0.4 94.6 Oe3 4.4
Togoland 1.9 Ced 5e4 8340 9¢3
Gold Coast (incl. Togol®*)  45.4 | 17.3 2440 9.0 443

Source : Gold Coast Census Report, 1948,
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POPULATION DENSITY AND DISTRIBUTION.

Uneven distribution of population is due in part to those geographic
factors which determine the opportunities for economic action in various
areas, and whose influence is itself modified by cultural factors, including
types of economic activity and organization. Some kinds of economic activity
rely for development on the presence of a labour supply and a body of con=
suuers; others on the location of certain physical rescurces. In advanced
countries, good transport facilities and diminished reliance on agriculture
have reduced the limitations imposed by geographic factors, but these are
still of primary importance in under-developed countries, not yet subjected
%o the full impact of the "Industrial Revolution." Though figures of pop-
ulation density give only a rough and sometimes misleading index of the
relationship between population and area or natural resources, they can be

a useful guide in the absence of more adequate measures.

Table 4 sets out the average densities of population in the Gold Coast
as a whole and its three main administrative areas for 1948 and 1958, together
with 1948 figures for six selected districts. In 1953, when the Gold Coast
density was about 50 persons per square mile (roughly the same as in Scotland
at the time of Adam Smith%}), corresponding figures for other countries weres
Nigeria, 85; Sierra Leone, 67; Egypt, 533 Ceylon, 300; lialaya, 113; India, 2953
Denmark, 250; Netherlands, 800; United Kingdom, 525; and the United States, 50+
Clearly, therefore, the country on average is neither very densely nor very
sparsely populated. DNor, prima facie, is it "over-populated" in the sense
that its population is larger than can be fed without importing food, or in

the sense that there would be a larger output per head with a smaller population

Even the limited information in the Table demonstrates that the population

is very umevenly distributed, and greater extremes might have been shown by
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contrasting smaller areas., The Colony, with just over a quarter of the area,

held more than half the people; while the Northern Territories, with nearly
half the total area, held only a quarter of the people. Density in the large
toms, of course, was of a special order « 3,398 in Acera, 1,570 in Kumasi,
and about 1,200 in Sekondi-Takoradi in 1948, Elsewhere, concentration is
greatest round the mines and in richer farming areas, least in areas of poor
land and undeveloped communications. Though the Colony was most thickly pop-
ulated, and the Northern Territories least, there were many sparse areas in
the former and pockets of higher density in the latter. A belt of very scanty

population extends across the country, north of the forest zone.

Table 4 s Density of Population, 1946 and 1958.

Area. | Persons per
sqemls, | square mile. Remarkso.
1946 | 1956 j |
The Colony 26,401 | 8442 [100.7 | SeTogoland included = 2,464 sqe.mls.
Ashan®i 24,379 | 3346 | 41.2
NeBo's 41,063 | 26.2 | 2846 | li.Togoland included = 10,577 sqemlse
Gold Coast 91,843 | 44.8 52.7 | Togoland included.
A Metcivan, | 1948
1 Akwapim-
Vew Juaben 397 28648 Colony. Small towns, cocoa=-farming.
2 Wasaw=-Aowin 4,705 27.9 . lining, cocoa=farming.
3 Bekwai 2,220 Ti.1 Ashanti. oo .o .o
4 Wenchi~Sunyani| 9,294 19,6 .o Cocoa-farming.
5 lanprusi 6,376 8343 N.T's. Subsistence-farming mainly.
6 Gonjae 14,469 De8 .o s .s .

Source : Census Report, 19483 Digest of Statistics, Cct. 1958.

Note : 1958 demsities are based on population estimates only.
(Reference nos. identify districts on Density of Population map.)

It will be observed that in 1946 the average density in the Colony was
more than twice the Ashanti figure and three times that for the Northern Terre

itories, but the significance of this is reduced by the absence of data re-
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-garding cultivable land. In all three adninistrative areas are many square

miles which are scarcely inhabited at allj it does not follow, however, that
such land could readily be made productive by the expenditure of capital and
labour. Generally speaking, there is no shortage of land for agricultural
purposes, and very few areas where pressure of population offers serious
problems. The exceptions are certain districts in the foresiebelt where the
wealth obtainable from cocoa=farming has atiracted migrants from elsewherej;
the south-east littoral, where small-scale intensive agriculture has been
developed by the inhabitants in response to limitations of area; and some
places in the North where the land is reasonably fertile and the people are
unwilling to move elsewheres In all of these cases, the pressure is aggrave
ated by relatively primitive agricultural techniques and consequent low prode
uctivity. MNowhere is the problem as serious asg in parts of Southern Nigeria,
where a density of 400«500 per square mile is reported to be approaching the

linit the land will bear, md to be causing soil depletion and migrationst?

"Because economic growth reduces the importance of agriculture in the
economy, it is necessarily associated with urbanization. The proportion of
people living in towns with less than 2,000 inhabitants falls from eighty
per cent or more to thirty per cent or lesss This is because of the econonies
of scale in doing the sort of things which are done in towns «...":3 How far
has this process gone in the Gold Coast? First, it must be noted that the
figure of 2,000 is to some extent arbitrary, but since the “average" town of
that size in 1948 contained 1,140 adults (equally divided between men and
women) it seems to provide a reasonably adequate criterion. Secondly, there
is difficulty in defining a "town"; some large agglomerations in the Dolga=
tanga area, for exauple, are groups of farning communities only, and cannot
be includede Thirdly, the 1948 Census returns were based on divisions of

Native States, and so tend to conceal the identity of towns. liaking allowance
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for these poinis, however, figures of some significance can be extracted from
the available sources: this has been done, and the relevant information is

presented in Tables 5, 6 and 7.

fable 5 : Number of Towns and proportions of the Population
living in them, 1948,

COLONY ASHANTT NeDu's GOLD COAST
No. % of | loe % of| Noe % of No. | % of
Pop. Pop. Pope Pop.
Towns over 1,500 166 - 63 e 26 - 275 | -
os «e 2,000 128 3 34 21 13 5«8 75| 2%
oo oo 5,000 26 19 4 1l 5 369 37| 13
as v 30 OO0 8 13 2 9.5 1 1.5 11| %2

liote 3 Population columns show percentage of the total pepulation
in each area living in the towns listedes This calculation
was not made for 'towns over 1,500.°'

Table 6 3 Towns exceeding 10,000 inhabitants - population increase, 19314

1931 1948 Increase

Population Population Lunbers »
T R JHE 76,000 135,926 65,926 95
Sekondi-Takoradi 25,000 44,557 19,557 78
Koforidua « « « o 14,048 21,550 7,502 53
Cape Coast .+ « o 17,685 23,206 5,521 31
Winneba « « o« « o 10,926 15,110 4,184 36
Swedri o o o o o 3,867 1®,913 7,046 180
s L R 6,405 11,358 4,953 78
Tarkwa=-Aboss0 + « 17,000 25’566 8’566 w
Obuasi ¢ ¢ « o o T,598 15,724 8,126 120
Baasdl & 's b % 34 35,629 58,626 22,797 59
Tamale o « o o o 12.941 16,_05_5 3,114 ﬂ

Notes : (1) Three 1931 figures have been partly estimated, because of
uncertainties in the Census returns.
(2) Kumasi figures exclude suburban areas; total urban and
suburban population was 77,689 in 1948.
(3) Pigures for Tarkwa-Abosso include populations of five
almost contiguous townse.

(4) Towns named are shown on Density of Population map.

Table i //



Table 7 s Proportion of Population in Towns exceeding
10,000 inhabitants, 1931 and 1948

g U Bl

1931 1946
Total pop. [Toms over 10,000 (| Total pop. (fowms over 10,000
000's Pops: % of ol Pop. % of
COC's | total 000's | total
The Coleny | 1,574 165 10.5 2,050 288 | 1440
Ashanti « . 219 43 T4 819 74 95
NB's o 77 13 1.82 866 16 1,85
Togoland .« 294 - - 383 po -
Gold Coast 3,164 221 70 4,118 379 9.2

Source (Tables 5,6 & J) 3 Census Lheport, 1948; Annual Report, 1937=38.
Note ¢ Togoland is shown separately in Table 73 hence apparent discrepancy
: between Tables 5 & Ta

A gimple uweasure of the proportion of population which may be termed

“urban" is aduittedly unsatisfactory as an index of urbanizaticn, but lack

of data precludes any thorough attempt to discover whether DreH. W.Singer's

theoren of the "“Courbe des Populations™ applies as well to the undere

developed Gold Coast as it does %o more advanced oountriea.':fg(But see the

Appendix to this Chapter.) The information in Tables 5-7 is however suffe-

icient to confirm the qualitatively observed fact of increasing urbanization

in the Gold Coaste

Notwithstanding reservations about the statistics, it is

significant that the degree of urbanization is greatest in the nore developed

south, that some 2375 of total population in 1948 lived in towns exceeding

2,000 inhabitants, and that the proportion of total population living in

towns exceeding 10,000 inhabitants increased by nearly a third (i.es from

T+0% t0 942%) in the seventeen years to 1948.

Table 6 emphasizes that population in the largest towns has increased

much faster than the rate of natural increase,

Detailed study of the reasons

is impossible here, but it may be noted that the highest increases took place

in thriving centres of trade and (in some cases) industry, while the lowest
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were in "surf porits" where activity diminished following the consiruction of

Takoradi Harbour, and in Tamale, which is primarily an adsinistrative cenire.
The fact that many of the new tomn-dwellers have migrated from rural areas
supports the belief that there is considerable undereemployment in agriculte-
ures Generally, however, the "drift to the towns" is & familiar economic
phenomenon, and does not by itself prove that economic development is taking
place. Familiar, too, are the resultant problems = slun dwellings, irregular
enployment, inadequately expanding puhlia services, and a landless aynd "de-
triballized” urben proletariat e and these are exacerbvated by the prevailing
low lsvel of real income., There is litile doubt that this urbanigation is
continuing, though its rate since 1948 is uncertains Accra, for exauple, now
has an estimated population of about 200,000, including suburban areas. Nor
can it be doubted that the process tends w influence governuent policy in

favour of the urban eomxmity.]-'é

POPULATION AND LABOUR SUPPLY.

Before proceeding to the general question, two important factors affect=
ing productive capacity will be briefly noteds The first is the tribal com=
position of the peoples To many European observers, accustomed to the ethnie,
linguistic and cultural homogeneity of their own countries, the inhabitants
of the Gold Coast may at first appear to fall merely into the gemeral category
of "Africans", barely distinguishable from their neighbours in other West
African territories. Closer acquaintanceship reveals considerable diversity,
not only ia tribal groupings, but in cultural background and social attitudes,
of which the "Europeanized™ Ca lawyer and the nearenaked Lobi peasant may be
taken as extreme exanples. That this constitutes an obstacle to cconomic
advancement requires no further elaboration: the language difficulty alone

would hamper effective use of available resources.
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The 1948 Census returns listed 60 distinet tribes and sub-iribes,

varying in size from 115 Mandingoe o 580,369 Ashantis. Two other tribes
{(Ewe and Fanti) were of the order of half a million, while seven numbered
between one and two hundred thousand and eight had less than 2,000 represente
atives each. Many northern tribes, mostly of noneindigenous origin, are
actually more numerous in other parts of the country. [Table & indicates

the proporticn of population in each of the three main administrative areas
which was represented in the major tribal groups. The tentative conclusion
appears to be that the greater proportion of population in large groups in
Ashanti and the Colony has been a factor, albeit possibly a minor one, in

the speedier economic development of those areas.

fable 8 s Major Tribal Divisions and Distribution, 1948.

Tribal Nunber % of Totalr % of Population

Groups Counted Population in lavge
000's _ tribal groups

Colony « | 2,212 100

Ewe « o » 506 23

Fanti « « 446 20

Ga s o ¥ 144 /3 62

Akin .+ » 129 6

Adangme . 120 6

Ashanti . 817 100

Ashanti . 505 61 } 78

Brong « « 136 17

NeTo's « | 1,076 100

Frafra . 167 : 16

Dagomba . 161 15 41

Dagarti . 107 10

Source : Census Report, 1948.
Hotes s (1) Tribal numbers shown cover 2,421,000 people - 56j of population
{2) Figures show tribal numbers counted in each area onlys
aggregate figures for the whole country would be larger.
Hearly 76,000 Ashentis, for example, lived outside Ashanti.
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The second factor to be noted is that of the non-African populationi

this will be mentioned again later in connection with output. NoneAfricans
increased steadily in numbers from 428 in 1891 to 6,770 in 1948 and about
11,000 in 1953 The largest group are the British, who numbered 4,211 in
19483 Lebanese came next with 1,213, then Swiss (221), Dutch (203), Indians
(197), Fremch (180), Syrians (157) and Americans (126). The fact that they
have an economic importance out of proportion to their numbers explains why
those numbers are so often assumed to be much greater than they ares Some
have indeed increased considerably since the grant of Independence in 1957,
by the establishment of Commissions, embassies and aid programmes, but the
total of non-Africans is still very small (about 0.05%) in relation to the
whole population The majority remain concentrated in the few large towns,
as they were in 1946, when over 40% (2,850) were in the Accra District.

Some 800, or 12/, of the non-Africans in 1948 were juveniles and childm-lz

In any country, the size of the economically active population is
determined partly by those long-term demographic trends which establish the
size and structure of the total population, partly by other demographic
i.ctors (such as the urban-rural composition), and partly by a complex series
of economic and social factors which are much less easily measureds A full
aasesar:;ant of the labour supply would take into account not only the number
of workers available for employment, but also their efficiency and the amounts
of time they contributed to production, two variables about which there is
little reliable information in under-developed countries. The main concern
of this discussion, however, is the sex-age structure of the Gold Coast pop-
ulation, its effect on the potential labour force (as distinct from the actual
labour force represented by the occupied or employed population), and the

significance of this in relation to economic development.
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One of the consequences of a rapidly-increasing population is a rel-

atively heavier burden of dependency. There are three aspects of this.
Firstly, and most important, there are more children to be supported by
fewer producers: this is a burden only partly offset by the lower proportion
of old people and the employment of children. In the United States and
Canada, it has been said, 100 producers support themselves and 56 dependants,
whereas in under-developed areas, on the average, they must support them=-
selves and 82 others. °Secondly, where mortality rates remein fairly high,
many children die without repaying by productive effort the investment the
commmity has made in them. Thirdly, the exigencies of child-bearing and
care of children restrict, where they do not virtually preclude, the economic
emancipation of women. There is good reason to believe, however, that the
burden of dependency, whose economic and social effects are felt in these
ways, is itself a factor tending to encourage reduced birtherates where

development is taking place.

Most Gold Coast Africans are uncertain of their exact ages and those
of their children, and their statements in this connection were probably the
most unsatisfactory feature of the 1948 Census. Particular doubt attaches
%o the recorded number of children under one year of age, owing to confusion
between “babies who could not walk" (who therefore should be counted in this
group) and “babies who do not walk" (comprising all those carried on their
mothers' backs, for two years or even more, until they are weaned.) This
exemplifies the difficulties of statistical investigation in the Cold Coaste.
The Census results nevertheless provide a fairly reliable statement of the
sex~age structure of the population; this has been adapted and is suumarized
in Table 9, Estimates of age-distribution in 1956 form the basis of Table 10,

which is somewhat more informative,
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fable 9 3 Distribution of African Population by Sex and Age
per 1,000 Total Population, 1948.
Under 16 yrs. 16«45 yrs. 45 yrs.& over lales
. per 1,000
M F |[Total | M F |Total| X F | Total ¥ ]’ o8 _
Colony « « « | 217 | 2153 | 430 | 215 | 209 | 424 76 70 | 146 1,033
Ashanti o o | 227 | 218 445 |29 | 213 | 432 | 63 | 60 | 123 | 1,037
NeTe's o o o | 221 | 197 418 | 212 | 239 | 451 64 67 | 131 9%
Gold Coast + | 220 | 210 | 430 (215 | 218 | 433 | To | 67 | 157 | 1,022

Source : Gold Coast Census Heport, 1946.

Table 10 : Estimated Distribution of African Fopulation
by Age-groups, 1958.

S.Ghana |Ashanti |N.Region | Ghana | U.N. Estimates
(Colony) (Mo T ' 8)(GeCoast )| Under-dev. | Advanced
Countries | Countries
% % .2 e % .
Under 15 years 36 38 35 36 40 22-30
15 = 64 years . 62 60 64 62 6K - 65 +
65 years & over 1.6 1.3 1.5 1.5 3=4 10 +

Source : Ghana Govte Digest of Statistics, Oct. 1956,
UsNe y"Determinants & Consequences of Population Prends" (1953) - XV, C.

lote : In the U.l. estimates (necessarily very approximate), a minus sign
denotes "or less", a plus sign, “or more",

The fact that these Tables refer to different age-groups, and the

uncertainties above-mentiocned, make it difficult to draw worthwhile concluse

ions.

Nevertheless, after making comparisons and allowing for probable over-

statement of the "under 16" group in Table 9 (because at that age names are

usually entered on taxerolls), it seems reasonable to believe that adults of

“"productive" age (16 « 64) nusber rather more than 60% of total population,

and dependants (under 15, or €5 and over) rather less than 40%, which is to

say that 100 “producers™ have to support themselves and about 67 others.
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Such a ratio of producers to dependants is certainly less favourable

than the corresponding ratic in advanced countries, bub wmore favourable than
the average for tmd.er-?develc:ped countries -- vide the United Nations estimates
included in Table 10 to facilitate comparisons. This belief is supported by
the finding that the rate of populationegrowth, although high, is not nearly
80 high as in some other under-developed countries,; which therefore face the
problem of an even more unfavourable producersdependant ratios Should the
rate of growth in the Gold Coast accelerate, the position would of course
deteriorate, at least for a time.s I% is in the transitional stage, when
deatherates have begun to fall but improved livingestandards and healthe
services have not yet lengthened working lives, that the problem of depend-
ency is most acute. Shortage of manpower, paradoxically enocugh, is a major

obstacle to successiul economic developments

The potential adult labour force in the CGold Coast in 1958 was thus
not far short of 3 million, almost equally divided between men and women.
Lack of reliable data about employment of children, women and old people
makes the actual labour force much more difficult to estimate, Children
are put to work earlier than in advanced countries, but for obviocus reasons
the presence of a large proportion of children in the population tends to
lower per capita output, and anyway such employment is made possible only
by neglecting education. “The people of under-developed countries," says
the United Nations Report on population trends, "continually resort to
mwml exploitation of the oncoming generations of workers in their efiort
to achieve é more nearly adequate current standard of consumption. Their
position is rather like that of peasants compelled by hunger to harvest their
wheat every year before it has ripaned.“‘}-? However true it may be in general

terms, this statement can be applied to the Gold Coast cnly to a limited

extent.
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The contribution made by women %o production is egually difficult to

assess quantitatively, but is undoubtedly very large. Women not only carry
out all the domestic work characteristic of a largely-unspecialized economy
in transition from subsistence (0 exchange, but also participate to a great
extent in cash-crop agriculture and trade. Urbanization may formerly have
tended to reduce the female labour force but now provides a growing number
of cpportunities for the employment of women. Regarding the employment of
old people, hardly any data exist, and reliance must be placed on observation.
Though life is shorter, they tend to work longer, relatively speaking, than
0ld people in advanced cowntries. Barly retirement is a luxury which few
countries but these can afford, and yet there are many elderly cocoa=-farmers
in the Gold Coast whose contribution to production has ceased 40 be signif-
icants The fact that African civil servants retire at the age of 55 is
misleading, since many take up other work at the conclusion of their service,
but it provides an interesting official estimaie of useful working life for

& clerical or executive employees

The abseunce of basic statistical data is not the only handicap in
neasuring the labour force and its contribution to production, as naticnal
income investigators have found in comparable countries. Where much of the
economy is still only partly converted to the exchange system, many of those
who are gainfully eumployed can be identified only with great daifficulty.
Purthermore, there is a great deal of pari-time and season=l employment in
the Gold Coast, both in subsistence agriculture and in cocoa-farming, which
has in the past given rise to the mistaken idea of a large superfluity of
manpower. Under-employment may very well exist, but it is imporfant to
remember that labour which appears to perform no economic function for a
large part of the year may in effect be supplying what has been called "the

service of a.vailability."@
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The principal drawbacks of a high birtherate and a rapidly-increasing
population have now been examineds Are there any compensating advantages?
First, it is obvious that if the popwlation continues to grow, the potential
labour-force will continue to grow as well. It can be plausibly argued too
that a high proportion of young pe;;ple tends to make a population more
adaptable and ready to accept new ideas and attitudes, and even to stimulate
investment. There is some truth in this sc far as the Gold Coast is concerned
for the political and eccnomic stimuli of recent years have emanated in large
measure from the younger members of the community, and young men end women
are nowadays engaged in occupations unthoughtecf by their parentse From the
strictly economic point of view, therefore, increased flexibility and prob=-
ably increased mobility may be noted as advantages in the contomporary dem-

ographic situations

THE DISTRIBUTION OF LABOUE.

Sufficient attention having been paid to the size and composition of
the labour force, it is now appropriate tc consider the allocation of labour
among the various kinds of economic activity, since this also is an import-
ant determinant of the level of ocutput and consequently of the standard of
livinges HNot until the census of 1948 was any systematic attenpt made to
ascertain the occupations of all males in the Gold Coast, so that no stat-
istical evidence of previous trends is available. Even then, the informe
ation obtained was of a very general natures only four main groups of occup-
ations, which it was thought could easily be identified, were selected,
together with a fifth group for occupations not included in the first four.
The four groups were (i) Cultivation of Cocoaj (2) Artisans, Craftsmen and
Skilled Workmenj (iii) Shopkeepers, Traders and Sellers; and (iv) Unskilled

Workmen (including men engaged solely in carrying bags of harvested cocoa.)
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No attempt was made to count separately farmers other than cocoa-

farmers because, in the words of the Census Lieport, "practically all men
outside and many inside the tm_ms do a certain amount of farming. This is
nominelly for subsistence purposes only, but any surplus products are sold
and it was feared that there would be confusion as to which group they should
be assigned." The estimated number of African males over 15 years of age

was at that time 1,308,000, and although this included boys not engaged in
definite occupations and old men who had retired or become incapacitated it
may serve as an approximate representation of the labour supplye. The dise
tribution of this force among the four main groﬁps oi occupsations is summare

ized in Table l1l.

Lable 11 : Distribution of Males According to Ceccupation, 1948.

(1) (i1) (iid) (iv) (v)
Cultivation| Skilled Iraders, |Unskilled Remainder \TOTAL
of Cocoa Workmen,etc, etc. Workuen,etc.

000's| % |000's| 5 | OCO's| % | 000's| % | 000's oy
Colony 93 [13+0 |92 (1248 | 33 |47 | 126 |17.5| 374 |52,0|718
Ashanti | 56 2145 (26 (10,0 | 16 |64l | 44 (17.0 | 118 | 45.4|259

Kels's 1 | 0.4 |20 2,9 | 7 |24 8 | 2.4| 305 |92.2/331

Gold Coast |150 11.5 | 127 9T | 56 4:3 | 178 (13,6 | 797 | 6049 1308

Source : Census Report, 1948,

The large proportions included in the "Remainder" column are immediately
seen to be a defect, but nevertheless some information of general significance
is conveyed by these figures. For the country as a whole, the low proportion
of skilled workers (9.7%) is noteworthy, while comparison of the area figures
shows the dearth of both skilled and unskilled workmen in the lorthern Terr-
itories (2,9% and 2.4%), the preponderating importance of cocoa-growing in

Ashanti (21549, and the very large proportion of men included in the
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“Remainder" colwm for the Northern Territories (92.2%) -- most of whom were
evidently engaged in farming. Detailed census returns listed the highest
proportions of skilled workers in Accra (20%) and the mining distriet round
Tarkwa (18+6%9s Thus, as might have been expected, the figures reflect the
greater degree of economic development in the Colony and Ashanti, as compared
with the relatively unprosperous North, which is less fully converted to the
exchange economy. Finally, it may be noted thal most men listed as traders,
a@lce ; were hawkers and sellerss the small proportions in this column are due
%o the fact that commerce is overwhelmingly the province of women. lMore will

be sald about this below.

Further information can be dedﬁced fron detailed returns of occupations
obtaiﬁed during the 1948 census from 240,560 men and 118,272 women (or about
18% and 9% of total adults) in areas where a fair degree of literacy was
3o be expecteds These figures cannot of course be taken as representative
of the whole population: their chief interest lies in the indication they
give of numbers of men engaged in minor and traditionsl industriecs (eege 6,243
tailors, 3,683 goldsmiths, 7,979 road transport workers, 6,659 domestic serve
ants and washermen, 3,295 civil servants, 3,123 teachers, and 2,937 police
and prison employees) and in what they reveal of women's occupationsy since
only wage- and salary-earming females are included in the labour returns pube
lished since 1952 By far the largest group among the women questioned, only
2,528 of whom describved theuselves as working for wages, were engaged in
coumerce, nearly all as hawkers, traders or sellers, amounting to 78,899 or
nearly 6T/% of the totals Since the corresponding figure for men was 18,760,
two-thirds of whom were hawkers, etc., it follows that if the raivio-of male
to female "petty traders™ was fairly constent throughout the population, the

nugber of women so engaged was probably at least 300,000 == a figure which
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emphasizes the important part played by women in the economic life of the
community. That they dominate the markets, as the markets dominate the
distributionesysism, no observer can remain in doubts Kumasi market, for
example, is reputed %o have over 15,000 sellers, mostly women.>> Such petty
traders, hdwcver, often follow that occupation for only part of their tinme,
The next largest group of women covered by this inquiry (27,894) were engaged
in farming, while "manufacture", by contrasi, claimed only ?,432, mostly in
tailoring and jobs almost entirely restricted to women, such as baking and
pottery-making.

In bis well-known examination of "the most important concomitant of
economic progress, namely the movement of working population from agriculture
to menufacture and from manufacture to commerce and services", Colin Clark
drew conclusions both from comparative statistics of different countries in
the present day and from figures for each over a series of years, relying
as much as possible ou “industrial™ rather than ™occupational™ classifications
He found that “different levels of economic advancement are very closely asse
ociated with the proportions in which the working population is distributed™
and formally defined prbductian as "“primary", “secondary™ and “tertiary™ e
“for convenience in international compa:isona."ggmother writer on the subject
(who however considers mining a "primary™ activity, whereas Clark thought it
more properly included with secondary production) has said that "™in any pro=
gressive economy there has been a steady shif$ of employment and investment
from the essential "primary™ activities, without whose products life in even
its most primitive forms would be impossible, to secondary activities of all

kinds, and to a siill greater extent into tertiary production."-z—é

This generalization has gained widespread acceptance, and its relevance

t0 Gold Coast conditions must therefore be studied briefly. 1lable 12 setis
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out the estimated industrial distribution of men of working age in the Gold

Coast in 1952, when total population was estimated ot 4edsmillion. These
figures, based on census results revised in the light of more recent informe
ation, are not all of the same degree of accuracy, but give a reasonably ..
accurate picture of the situation at that times In Table 13 they are showm
again in simplified form, beside corresponding figures for six selected
counbries chosen from those examined by Colin Clark, and divided into primary
secondary and tertiary types of production in accordance with his definitions
The high ratio of tertiary producers to occupied population in the three
advenced countries is immediately thrown into contrast with the even higher
ratio of primary producers in all four under-developed countries, This,

and the relatively low proportion for tertiary production in the CGold Coast,
seems to justify the conclusion that the industrial statistics of the Gold
Coast provide further evidence in support of the generalization, although
figures in time~series which might augment it are unfortunately lacking,

A continued shift of manpower from agriculture might therefore be expected
to take place there.

Table 12 : Estimated Industrial Distribution of the iale
Population of Working Age, 1952.

INDUSTRY GROUP liales of

Wox,
CO0'g %

Agriculture (other than cocoa-farming), Forestry, Fishing. 680 5345
Cocoa~-farming (including labourers carrying hurvested €rop.) 185 14.5
Hiningandﬁhmrrying.......... e 48 5.8
Manifaoturing « « o ¢ o s'¢ @ @ 8 @ wiw e T4 58

Comstrustion s ss € 8 & 9 6.6 6% 44 wlo. 08 6.8 & &9 W 50 440
Elecmﬂity P Water and smtm Services « » v ¢ 4 v s & » 5 Os 4
COmmBron « « o s & % 4 & & 4. ¢ o 4 5 & B & 8 6 8 % 65 v 4 115 el
Iransport, Storage and Comuunications o+ « ¢ ¢« ¢ ¢ ¢ o s » 4 39 Jel1
Semceﬂ # @ ® & & 8 =+ @ @ L] - & = &« & 4 9 » @ ¢« 0 & o o = o 74 5. a
TOTAL 1,270 100

Source s Gold Coast Economic Survey, 1952.
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Table 13 : Industrial Distribution of Labour in the Gold Coast and
Certain Other Countries Compared. (% occupied population).

Type of Gold New brit
i Coast | Halaya | Burma | Mexico | oo .| oTH T d| UsSeAl
1952 1931 1931 | 1930 1936 1938 1940

Agriculiure,

Forestry, Fisn®| 68 593 69 | T0.5 2542 Tol 1943
T0TAL PRIMARY | 68 59 69 | | 25 AR Y Ty,
Mining e o o ® 368 2.0 1.0 1.0 1.8 4.5 2.0
Construction

& Ma&ufa.ctura 10,2 12-!: 13.0 13.5 2668 41.08 290:_2____
pomaL sEconpary | 14 | 14 | 14 | 15 29 46 31
Iransport &

Communications 3.1 1701 14 21 10.1 Te4 5¢8
Commerce &

Finance « « s 9.1 5-3 1602 16.8 19.6
Semcaﬂ L) 568 95 3.0 7.6 1906 22+4 %1
| J0TAL TERTIARY | 16 e O - e T

0 d Pope
L °‘(’(‘j£"5=?5) % | 12w | 1,9% - | 5,352 | 616 | 20,230 | 45,166

Source : Colin Clark : "The Conditions of Economic Progress"(1951) = pp.398«9
and Table 12, herein.

Notes : (1) Detail reduced and totals rounded for ease of comparison.

(2) All females excluded from Gold Coast figures.

Other figures

include occupied females except unpaid ones engaged in agrice-

ulture.

(Clark s opecite = pPe396).

(3) "Services"™ comprise professional, governmental, domestic and
other personal services, entertainment and armed forces.
“"Construction & Manufacture™ includes public works and utilities.

The familiar economic generalization referred to has however been

challenged, as regards both its empirical and its analytical basis, by writers

who cite West African conditions to reinforce their oriticiama.?-f}nuch can be

said on either side of this argument, and no attempt at adjudication can be

made here, but a brief summary may not be out of place.

West African exper-

ience, it is asserted, shows the empirical conclusion to be invalid because

obscurity in the official statistics conceals the existence of numerous intere-

mediaries and traders, and the fact that trade forms a large part of economic .
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activitye The misleading impression that an overwhelming proportion of the

population is engaged in agriculture is due to the inappropriateness of
classification by distinct occupational categories in an economy where
occupational specialization is imperfect, not only among farmers but in

all social classes. Furthermore, the comparability of statistics is affecte
ed by shifts of lsbour between paid and unpaid activities, and the classe
ification adopted, though superficially convenient and clear, conceals large

arbitrary elements.

The analytical reasoning is said to be defective in failing to recog=
nize the essential nature of some distributive tasks in a backward but deve
eloping economy, especially as a considerable volume of trading and transport
activity is a necessary pre-condition of greater specialization and thereiore
increased output in primary production. (Dr.Clark, however, had drawn att-
ention to the important effect cheap transport would have in promoting spece
ialization in China, and to the unduly large numbers engaged in transport
there and in India and J apan.-zé) Tertiary production, and especially trade
and transport, was in the early staies expensive in resources, and the pro-
portion of population engaged in it might even be reduced as greater security,
improved communications, and the growth and stability of markets led %o more
intensive use of available resources. Insufficient attention had been paid
too to the possibilities of mass substitution of labour for capital in ter-
tiary production == a phenomenon as striking in West Africa as the reverse
substitution in North America. Finally, the term "tertiary™ misleadingly
suggested that the heberogeneous collection of different services it included

were all in the category of luxuries, and there was no a priori reason to

believe that as income rose the greater part of additional luxuries consumed

would be tertiary products.
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lo-one acquainited with economic conditions in the Gold Coast would

deny that there is a great deal in this argument so far as that country is
concerned. The astonishing pre-occupation of the people with trade is appe
arent to the observer almost as soon as he disembarks, while the vast number
of "petty traders" and intermediaries has frequently aroused eommsnt.g— s8
noticeable, but equally significant, is the extent to which women do agric=-
ulbural work, and this too is a part of the economic picture inadequately
portrayed by Table 12, whose statistics comprise only men, Details are
lacking, but a statement of industrial distribution for the whole adult pop=-
ulation, both males and females, would certainly differ greatly from one
restricted to the former, If there is truth in the saying that "“nearly
everyone in the Gold Coast is a farmer", it may just as accurately be said
that “nearly everyone in the Gold Coast is a trader" (though this would
scarcely apply to the Northern Territories.) Neither occupation is regarded

80 much as an occupsation as part of the natural business of life,

Ubservation bears out also the lack of occupational specialization:
the domestic servant, governument official and chief who engage in trade,
the lawyer and doctor who engage in contracting or timber-getiting, are fam=
iliar figures, while the part-time occupations of wives and politicians are
too numerous to mention, even if they were adequately known. In such an
econony, primary, secondary and tertiary, paid and unpaid activities tend to
merge imperceptibly into one another, rendering particularly difficult
the task of the National Income investigators Similar circumstances in Nige
eria have evoked the wry comment that "it is the pre-industrial revolution

ecconomics of Adam Smith and not the economics of the modern American college

Yext-book which is the relevant standarde It is esse quite impossible to
sort out the distributive and productive functions involved in a large part
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of agricultural ac'bivity."-z—? There is a certain lack of realism, too, when

the concept of tertiary industry, embracing as it does all kinds of "non-
material®™ production, is applied to the Gold Coast, and the cance-boy, the
bankemanager, the bicycle-hirer, the native "herbalist™, the Army officer,
the itinerant barber and the letter~writer are grouped together with the
medical specialist, the Economic Adviser and the Prime Minister. The subst-
itution of labouf for capital takes place on a scale almost incredible to one
wio has not witnessed it -~ “head-loading" of cocoa, and grass-cutting by

cutlass, are everyday examples -- bubt has certainly decreased in recent years.

It seems fair to conclude, then, that although the concept of primary,
secondary and tertiary production is of value in discussing the Gold Coast
economy and comparing it with others, it can serve only as a starting-point
for the economist resolved on obtaining a realistic and balanced picture.
“There may be no justification for describing the observed inverse correlation
between economic progress and agricultural employment as 'a significant econ-
omic law's it certainly appears to be something much more than merely 'a state
istical aocident."g-a Nevertheless, it is perhaps more prudent to rely on
National Income studies to provide the picture required (although here too
conceptual and statistical problems abound), if only because that approach

is necessarily comprehensive and has developed systematic techniques.

National Income accounting in the Gold Coast will be diécussed in a
subsequent chapter., Meanwhile, the results cbtained by a third method of
investigation deserve to be mentioneds ©Starting from the fact that in trop-
ical Africa "the indigenous inhavitants are in process of transition from

almost complete dependence on subsistence activities to participation in
various forms of money earning"™, the United Nations Department of Economic

Affairs has produced a chain of reasoning sbout this Process of change wnich,
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although open to criticism at many points, is none the less of considerable

interest.22 At the risk of distortion, its logic may be briefly outlineds
Setting out to consider the extent to which the resources of land and labour
in the indigenous agricultural econcmies of tropical Africas had become comme
ercialized, the writers began by differentiating between the economic active
ities of the indigenous inhabitants carried on within the framework of the
indigenous social organization, and all other economic activities.

Then, admitting the impossibility of measuring the relationship between
labour resources applied to subsistence and those applied %o eamming cash
income, they accepted the belief that average labour input within the frame=
work of indigenous agriculture did not diifer greatly between production for
subsistence and production for market. In the absence of more precise know=
ledge, this justified them in assuming that within the indigenous agriculi-
ural econcmies labour resources were divided between subsistence and comm=
ercial production in approximately the same proportion as land areas., Their
next step was to apply this assuuption to the total male population of worke=
ing ages The difference between this total and the statistically known
nuober of male wage~carners (i.e. men permanently outside the indigenous
agricultural economies) gave the total number of adult males remaining within
those economies, and finally this number was divided in the same ratio as
the estimated areas of land under crops for market and under crops for sube
sistence, giving a reasonable approximation of the distribution of the adult
male population between commercialized production and subsistence production.

Results for the nine countries studied are given in Table 14.

Accepting these figures as the rough approximations which they admite-
tedly are (and no better estimates are available), it is clear that only

the Gold Coast and the Belgian Congo had percentages of labour in commercial
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production appreciably above the average for the region as a wholej in other
werids, that the shift of resources resuliing in an enlargement of the exchange
econcmy had proceeded further there than in the other seven territories. As
regards the Gold Coast figures, the high percentage of commercialized producte
ion within the indigenous economy reflects the importance of the cocoa industry,
while comparison of the percentage for "outside wagew~earning® with that in

the Belgian Congo indicates the importance of mining, indusiry end plantatione
crops in the latter territory.

fable 14 : Countries of Tropical Africa -~ Estimated Adul® iale
Population in Commercialized and in Subsistence Production.
((19% == % of total male adults).

Commercialized Production Subsistence

TERRITORY Within In outside Production

indigenous wage- Total

économies earning
Gold Coast o « o 64 15 79 21
Belgian Conge .« « 29 30 59 41
Se Rnodesia + + 9 40 49 ) 1
Nigeria + oo o & 39 4 43 a7
Uganda s« o o o o o 29 12 41 59
French Equat.Afr, 23 : 15 38 62
Tanganyika o « o« o 18 19 37 63
Konye o ¢ s » & » 5 25 30 70
French W. Africa . 18 5 23 17
WHOLE REGION o o o 27 13 40 60

Source : UsN. "Enlargement of the Exchange Economy in Tropical Africa™ (1954).

Of all the territories considered, the Gold Coast was estimated to have
the largest proportion of cultivated land devoted to crops for domestic and
export markets (30% and 45% respectively, compared with 16/ and 15% for the
area as a whole), and the smallest proportion under subsistence crops (255

compared with 69% for the area as a wholej.



136

It is uanecessary to trace here the further course of the United lations
investigation, culminating in an appraisal of development problems in the

light of this study of the growth of exchange activities. Suffice it to say
that available evidence of the distribution of manpower between commercialized
and subsistence production in the Gold Coast indicates that the process of
transition to an exchange economy is already comparatively far advanced there,
and that continuing economic development will require not only a more effect-
ive use of rescurces already engaged in production for exchange but also an

enlargement of the exchange economy itself.

POPULATION AND OUTPUT.

In discussing available demographic information about the Gold Coast,
attention was drawn earlier to the influence on output of such factors as the
ratio of the labour force to the total population, and its geographical and
industrial distribution. Factors affecting the skill and efficiency of the
labour force remain to be considered. Once again, reliable information is
scanty, and qualitative observation must to a great extent take the place of
statistics. lioreover, comprehensive examination of the subject is ouiside
the scope of the present study, and only a few of its aspects can be mentioned

here.

There can be litile doubt that the productivity of the Gold Coast wage-
earner is low by the standards of more advanced countrics, but the precise
reasons for this are not easy to determine. The small amount of capital per
head is agreed to be one, but there is less agreemeni concerning the extent
to which climate, health, education and training, and what may be called
"natural indolence™ are contributory. An older school of historical thought
might perhaps have insisted on the paramount importance of climate. "The

energy and regularity with which labour is conducted,"™ wrote Buckle, "will be
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entirely dependent on the influence of climate. This will display itself in
two different ways. The first, which is a very obvious consideration, is that
if the heat is intense, men will be indisposed, and in some degree unfitted,
for that active industry which in a milder climate they might have exerted.

The other consideration, which has been less noticed, but is equally important,
is that climate influences labour not only by enervating the labourer or by
invigorating him, but also by the effect it produces on the regularity of his

habits.® 2

According to at least one contemporary observer, the principal cause of
such underdevelopment as exists in British colonies is the fact that most of
them are in the tropics, and there is a considerable body of evidence to show
that high temperatures and high humidity combined have deletericus effects
on human life and netivity.zl-' While such conditions are favourable to settle=-
ment in that they promote rapid growth of vegetation and reduce Gthe need for
clothing and shelter, they also stimulate the propagation of harmful insects,
fungi and bacteria. As liary Kingsley remarked sixty years ago, "seventy-five
per cent of West African insects sting, five per cent bite, and the rest are
either permanently or temporarily parasitic on the human ra.ce."s_z. That heat,
humidity and insect-borne diseases adversely affect productivity in the Gold
Coast may therefore be admitied: wnether their influence is more or less harmful

than the cold and inclement weather of northern latitudes remains a matter of

conjecture.

Similarly, the economic significance of malaria and yaws, for example,
cannot readily be compared with that of influenza and the common cold. On
balance, it is reasonable to suppose that ill-health of all kinds is a greater
factor in reducing productivity in the Gold Coast than it is in more advanced

countries, if only because medical atiention is less adequate and knowledge of
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elementary hygiene less widespread. ™"Among the principal diseases prevalent
in the Gold Coast," says the Annual Report of 1947, “the following may be
mentioneds tuberculosis, malaria, trypanosomiasis, yaws, diseases of the
enteric group, smallpox, cerebro=spinal meningitis,; leprosy, venereal dis-
eases, yellow fever, helminthic diseases, nephritis and affectations of the
respiratory ayatem.".’.s In the absence of reliable statistics, opinions ex-
pressed on the incidence of these should be treated with reserve, for i%
must be remembered that ill-health, like poverty, tends to be more noticeable
in a tropical country than in the colder lands of the north, but the testimony
of doctors and employers to the prevalence of diseases which weaken physical
or mental powers, and so reduce efficiency, is practically unanimous. In
1947, it may be added, there were only (.49 hospital beds per 1,000 of popul -
ation in the Colony, O.34 in Ashanti, and 0.17 in the Northern Territories.>?
lNew hospitals and extensions to existing ones, built during the First Devele

opment Plan, have considerably improved the position since then.

The importance of education and training to the growth of wealth has
long been recognized. Marshall pointed out that a good education conferred
great indirect benefits even on the ordinary workman, because "it stimulates
his mental activityj; it fosters in him a habit of wise inquisitiveness; it
makes him more intelligent, more ready, more trustworthy in his ordinary
work; it raises the tone of his life in working hours and out of working
hours; it is thus an importent means towards the production of material
wealth; at the same time that, regarded as an end in itself, it is inferior
%0 none of those which the production of material wealth can e made to sub-

serve." He proceeded to condemn "that wasteful negligence which allows

gegius that happens to be vorn of lowly parentage to expend itself in lowly

work", and concluded that education was profitable as a mere investiment, by
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increasing the range of opportunities open to the masses of the paople.?ﬁ
These sentiments would be vigorously applauded by articulate members of the

Gold Coast community today.

Nevertheless, the difficulties of administering a largely-illiterate
population and securing its co-operation in carrying out progressive measures
are seldom fully appreciated by critics accustomed to the high educational
level and relative sophistication of Westerm Europe and the countries of
European settlement. The very fact that new techniques must for the most
part be explained orally or practically demonstrated, instead of being comme
itted to writing, represents a serious drain on scarce expertise: technolog=
ical progress and rising standards of living in advanced countries are noure

ished and sustained by a vast mass of printed material.

The census returns of 1948 showed that only 4% of the total African
population at that time was literate, or about 5¥% if children under ten
years of age were excluded. In terms of actual numbers, this means that
only some 165,000 of the total African population of 412 million bhad had
a bare minimum of schooling, including a swall proportion who had progressed
to secondary school level and an even smaller proportion whe had gone beyond
it Table 1% shows the extent of literacy in the three administrative areas
of the country and includes for purposes of comparison corresponding figures
for the districts previously listed in Table 4 It will be seen from this
that the proportion of literates was greatest in the Colony and least in the
Northern Territories, while there was considerable variation among aduministre
ative districts. Proportions were much higher in the main towns, Cape Coast
having 24.9%, Accra Municipality 17.8%, Sekondi-Takoradi 15.4% 2nd Kumasi

Vunicipality 105k
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Table 15 s Numbers Educated as Percentage of Total Population, 1948.

Percentage of
AREA Literates in
Population
Colony '« o o 58
Ashanti  « 5.9
NeTe's . ° . 0«21
Gold Coast o o« 4.0
— — —— — — — —
Selected Admin,
Districts
1 Akwapim-ilew Juaben 11.3
2 Wasaw=Aowin B OB 49
3 Dekwai W W R 3.8
4 VWenchi=-Sunyani 2,1
SMamprusi « « + O.11
6 Gonja. . . . . » 0.21

Source s Census Report, 1948.

Notes 3 (1) 'Literates' comprise all those educated to
Primary School Standard III, or higher.

(2) Actual numbers : Colony 129,7233; Ashanti 31,6853
H.T '8 2,244,

(3) Refece, nos, identify distriets on Density of
Population Map at beginning of chapter.

Even if allowance is made for the probably small number of adults who
had become literate without ever attending school, the percentage of literates
among people of school age and over must be considered low as compared with
a number of countries in Latin America and Asia, though it compares reason-
ably well with other arecas of Africa and the Middle East. Some corresponding
figures are : Turkey, 30%j lNicaragua, 37%; Mexico, 46%; Colombia, 56%; and

Ceylon, 5622

The percentage of literacy in the Gold Coast would be higher today,
however. Almost the first act of the elected African government of 1951 was

t0 introduce an "accelerated education plean™, designed "to provide a free
pasic primary educa.tim courge for all children of schocl age and to acceler=-

ate the Africanisation of public life by providing adequate secondary and
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and higher education fa.oilitiea."é-é (The huge expenditures involved were
made possible by inflated government revenuss arising in the main from une
precedentedly high prices obtained for cocoa exports.) It is claimed that
this plan so far achieved its objectives that by 1956 the enroluent of chile
dren in primary schools had risen to 443,710 (about 45% of all children bee
tween the ages of 5 and 14), while the annual ocutput of trained teachers had
increased from 730 in 1951 to 1,680, and the number of students in technical
institutions rose from 606 in 1951 to 1,720, Simultaneously, "mass education
teans"™ financed by the government tackled the problem of illiteracy among
adults, especially in rural areazs. If this rate of progress can be maine
tained, it is clear that in a few decades all but a comparatively small
minority of Cold Coast Africans will be literate. The indoctrination of
technical, managerial and administrative skills is necessarily a much slower
process, however, and the demand for trained workers and directorial staff

must continue to exceed the supply for a considerable time 0 coumes

"Natural indolence™ as a factor affecting productivity is more diffic-
ult to assess. It has often been condemned by foreign visitors, and African
legislators, in demanding increased supervision of government employees,
explicitly admit its existence. A readiness to stop or slacken work when the
foreman's back is turned is of course by no means confined to workers in the
Gold Coast, bubt it is certainly very noticeable there. To some extent, no
doubt, it is attributable to the climate and poor physical stawina, but a
general fondness for dolce far niente may also be discerned. This is natural
in a society which is as yet only partially coaverted to a system of exchange
and whose inhabitanits have for the most part obtained the means of subsistence
with comparatively little effort hitherto. Increased output and a progresse-

ively higher standard of living can be achieved only if economic attitudes
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are transformed, however, and the revolutionary change involved is almost
certainly the greaiest single obstacle to sustained economic growih in the
Gold Coaste .“If mnodern machinery is o produce an improvement in economic
conditions, it has to be operated by labour which will be on the job even
though it is a wonderful day and the fish are biting. 1t is much easier to
train an intelligent man o diagnose and repair an injury G a machine than
to get him tospend day after day tightening Nub 36 on an assembly line,®2!

One type of apparent "indolence™, it may be added, is in fact under-
employment due to the scarcity of capital as a co=operant factor, and is
exemplified by the groups of able-bodied but idle men to be seen in any small
town or village at certain seasons of the year. This phenomenon arises from
the fact that even successful cocoa=-farming does not require constant labour
and from the absence of alternative local employment at times when its de-
mands can be ignoreds I% has been said that of all agricultural products
only the carob=nut in Cyprus requires less effort o produce than the cocoa=

bean in the Gold Coasie

To conclude, hours of work may be briefly mentioned. Official figures
relating %o the 244,417 wage~ and salary-earners of both sexes registered
by the Labour Department in 1954 are summarized in Table 16 below., It will
be appreciated that these cover no more than a majority of employed workers,
who are themselves only a fraction of the entire labour foree, and that
hardly any information exists about hours worked by "self-employed"™ personse
Their value is thus very limited, but it will be seen that half of the total
(including most employees of public authorities) had a normal working week
of less than 40 hours, and that there was a tendency for employees of private
enterprise to work rather longer hours than their colleagues in the publiec

service. It would be rash to read a great deal of meaning intc this, howevers
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Table 16 : Normal Hours of Work of Registered Employees, 1954« (A% 31 De

Hours normally REGISTERED EMPLOYEES
worked per week All Industries | Private Enterprise [Public Authorities
0o's | % 000"s % 000's | %
Under w . . 1.0 0.4 0.8 0.6 O.1 2 s
30 o 55 L] o 3.9 1.6 0.8 0.6 300 2-5
35 « 40 o 123.3 Ced | 22,1 18.1 101.2 8245
40 - 45 . L] 25.2 10|5 18.0 1408 7.2 509
45 - 3:’ ° L] 71.1 29.0 64.6 53.0 605 503
0 e60 o« o 37 1.5 3.4 2.8 Ce3 0.2
Over 60 . 1.0 Ced 1.0 0«8 . - s L
Not stated . 152 6e2 11,2 9e2 4.0 3e3
TOTAL 244.4 | 100 121.9 | 100 122,5 | 100

Source : Report on the Labour Division, Ministry of Trade & Labour, 1954-55.

Note : Public Authorities include Central and Local Government,
and Public Boards and Corporations.

SUNMARY AND CONCLUSIONS.

No apology need be made for discussing at length the Gold Coast's
human resources. Indeed, since the basic resources of any country are the
energy, skills and character of its people, such detailed study is a.n'eaaon-
tial prelude to consideration of the whole problem of economic development.
It is all the more necessary because economic generalizations based on the
experience of advanced countries can be applied cnly with some caution to
circumstances m“mfo‘%es, and because misapprehensions have arisen
from the conclusions of observers who failed to realize this. Nevertheless,
although the economic progress of the Gold Coast inevitably depends to a
great extent on its inhabitants themselves, human resources are only one of
the matters concerned, and the essential interdependence of all economic
resources must continually be borne in minds This will be referred to again
later; meanwhile, it is necessary to review the information already presented

and to see what conclusions may justifiably be drawn from ite
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The picture that emerges is of a country in which human resources are
heterogeneous and very wnevenly distributed, not only as regards numbers
but also as regards education, occupations and skills. The backwardness of
the Northern Territories, still on the threshold of an exchange economy, is
imnediately epparent in comparison with Ashanti and even more so in compare
ison with the Colony, where longer contact with Europeans, mperior oommﬁn—
ications; and the relative prosperity resulting from mining and the cccoa
industry, have led to considerable advances. In the Colony are the highéat
proportions of skilled workers, urbanization and litefaoy, the largest nﬁnber
of population and the greatest density. Ashanti, generally speaking, stands
internediate in these respects between iis northern and southern neighbours,
yet has peculiar economic characteristics of its own and cannot be regarded
gimply as a more-developed version of the former or a less-developed version
of the latters Furthermore, none of these three adminisirative areas is
itself homogeneous; each contains widely differing degrees of economic proe-

gress just as it contains varying densities of population.

It is evident too that although the dynamics of its population show the
usual characteristics of underdeveloped areas, the Gold Coast is more fort-
unate in this regard than many other countries. In cne group, comprising
mainly Asian and Latin American countries, high fertility rates and low
death rates prevail, and populations are growing very rapidly nowe IThis
meane that the rate of "“demographic investment™, required simply %o maintain
standards of living in face of the annual increase in numbers, is unduly high,
and may be as much as 15% of national income per year. In the other group,
comparatively high fertility is si¥ill held in check by high mortvality.

Their more moderate rate of population increase implies a lower level of

"demographic invesimeni™ now, but they have high growth potential and may be
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expected to move into the first group as death-rates continue to fall.

Although the data are incomplete, its annual rate of increase of 15 per

1,000 indicates that the Gold Coast is in the second group, though quite
possibly already moving into the firste An important point to note is that
social custom among several Gold Coast tribes prohibits intercourse with a
mother suckling a child, and suckling may continue for as long as two years:
this has almost certainly kept birtherates lows Modification of the custom
seems very likely to take place in presenteday conditions, and will evidently
lead to a more rapid rate of populationegrowth.

Meanwhile, in what may be looked upon as the race between population
and output, the country appears to have the advantage of a short "breathing-
space", such as is no longer available to Ceylon and Malaya, for example.
With a population density averaging 52 per square mile it does not yet have
%o face the problem of inadequate resources of land: indeed, there is some
Justification for classifying it as ™under-populated”, in the sense that
greater numbers will enable more efficient use of existing resources. Urbane-
ization is proceseding fairly rapidly, indicating a progressive transference
of manpower to the exchange economy and making possible those economies of
scale which are essential to development, but has hardly as yet given rise
to the more serious problems associated with inadeguate economic opportunite
iess By 1948, the proportion of people living in towns and villages of less
than 2,000 inhabitants had already fallen below the 80% {ypical of countries
in the earliest stage of economic advancement, and is aluost certainly still

falling.
Notwithstanding the doubis cast on the validity as an indicator of

economic progress of the proportions of workers in "secondary® and “tertiary®

industry, available information about the industrial distribution of the
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population is significant in showing the existence of a movement from agrice
ulture into manufacture, commerce and servicess ‘Ihgt thig i.8 continuing is
suggested both by observation and by the urbaunization statisticse DEqually
gignificant is the United Nations finding that there is much less subsistence
production, and much more commercialized production (including both warket
agriculture and wagewcarning), in the Gold Coast than in any other country
of tropical Africa. The large mumber of people (especially women) engaged
in petty trade or as intermediaries has often been condemmed as wasteful,
but is more realistically regarded as an indication of the scarcity of co=
operant resouces, especially capital, and the proportion of population cone
cerned may well decrecase as economic development proceeds. 50 long as no
better alternative employment is available, people will willingly seek even
the meagre gains offered by suallescale trade.

Comparison oi the Gold Coast's industrial and occupaticnal statistics
with those of advanced couniries may be misleading, and tuhe extent of the
difierences vetween its economy and theirs can scarcely be exaggerated.
Part-tine and seasonal employment and the employment of women and children
nmake measwurement of the actual labour force difficulte This difficulty is
increased by the imperfect specialization of labour and the admixture of
social and commercial activities, both largely aue to the narrowness of the
market, and by remarkable fluidity arising from the low level of skills.

A carpen‘ber may be simultaneously a cocoa~-farmer, a market in some respects
reseubles a club, and a cook may turn overnight to trading or labouring.

As the market is expanded by betier communications and increased purchasing=
power, specialization may be expected to become more profitable ana therefore
$0 increase, and fluidity of this type to diminish. In countries with a

higher income~level, it may be added, some of the services performed in the
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Gold Coast by petty traders are a normal function of the consumer. This
applies especiaily to holiding stocks of commodities and “breaking bulk™s
few observers fail to comment on the phenomenon of a packet of cigarettes
or matches, for example, being regarded in Gold Coast markeis as a wholesale
article, to be subdivided and sold "by the stick™ fron the petily trader's

traye liuch the same is true of a variety of personal services.

What major cbstacles to economic progress have been revealed by this
study of human resources? First, there is the problem of dependency. In
the Gold Coast today, rather more than 60/ of the population is economically
active, implying that 100 producers have to support about 67 dependants in
addition to themselves, and although this rate is less unfavourable than
whe average estimated for underdeveloped countries it will alter for the
worse ii the rate of population growth should accelerate, as it seems likely
to do. Secondly, there is the large number of tribal groups and languages.
This factor may be expected to diminish in importence with the development
of national consciousness and the spread of education, but must remain a
considerable obstacle = although by no means an insuperable one, as exper=
ience elsewhere has shown - for many years %o come. Thirdly, there is the
low level of education and skills, which is perhaps the most prominent
obstacle of all, Efforts are being made to overcome it, but the process is
necessarily slow and expensive. The need for importing skills, too, is more
readily admitted by the government than acted upon, while xencphobia and a
revulsion from “colonialism™ hamper realistic appraisal of the probleme
Non-Africans in the population numbered only 11,000 or so in 1953, and al-
though the total may have doubled since then the value of their contribution
%0 output is seldom fully appreciateds This isiva.rticularly true of those
engaged in commerce and (%o a lesser extent) in industry; in popular opinion
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they are "exploiters" and supplant local entrepreneurs. For this reason,
immigration restrictions on foreign capitalists are unlikely o be removed

entirely, despite government action in favour of industrialization.

Fourthly « and it has been suggested that this is the greatest single
obsiacle « there is the problem of transforming economic attitudes, with
which are associated the enervating climate, poor physical stamina, lack of
education and training, and what has been called "“natural indolence"™. The
answer lies partly in improving health measures and medical services, and
in heavier investments in education, but basic human attitudes to productive
work are less susceptible to alteration. 1t would be a mistake to assume
that the people of the Gold Coast think of change entirely, or even predome-
inantly, in terms of economics, and productivity (as war~time experience
showed) cannot be increased merely by exhortation. "A mere desire for more
of the good things of life which others are known t0 enjoy is not enough to
produce developmente People must be willing to undertake, or at least to
accept, important changes in the way they make their living, in their ati-
itudes toward investment, taxes and countless other things, even some of
their religious and family 1'.:1'.?:41:1't;j.cma."'E The core of the development process,
in short; is what happens in men's minds, end in its repercussions on their

habits and institutions.

Increased flexibility in the labour force, and probably also increased
mobility, have been mentioned as economic advantages in an increasing popule
ation (the widening of the market is of course another), and further study
of these matiers in Gold Coast conditions is desirable. Unfortunately,
factual information is so scanty that most statements on the subject are
little better than conjecture. As regards geographical mobility, both the

cocoa-industry end the mines rely heavily on migrant labour from the Northera
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Territories and neighbouring French coloniess It has been recorded that in

the year 194549 more than 200,000 southbound travellers, about a third of
whon were of French origin, crossed the Volta River ferries into Ashanti
and the Colony. The number of migrant labourers included is uncertain, but
may have been as much as 100,000, Estinates of the total number of labourers
employed annually on the harvesting of cocoa, many of whom are migrants,
vary from 40,0C0 to 250,000, but all of these figures must be treated with
reservo.é? The census returns of 1948 suggested that a proportion of these
migrants were beginning to settile permanently in the mining towns, or at
least to prolong their stay for several years, and the same thing may be
happening in cocoa arcase This appears to be confirmed by obscrvation, and
by the statistics of birthplaces shown in Table 3¢ Some movement has also
taken ple,ee from cocoa=growing areas where crop yields are declining, or
where severe damage has been caused by swolleneshoot diseaae, in order to
bring fresh land under cultivation. Finally, mention must be made of the
marked reluctance of educated southerners to undertake work in the Northern
Territories; unless this can be successfully overcome progress there must
continue to be retardeds OUn the other hand, small numbers of enterprising
Gold Coast Africans have for many years ventured much further afields In
the 186%0's, according to Mary Kingsley, all of West Africa was dependent on
Accra for its skilled labour, and the Basel Mission won herapproval for
teaching converts not only the word of GCod but "at the same time o use
their hands and brains in such a way that they were bound to become of some

use o their fellow men, and command ready employmﬂnt.“eg

To sun up, then, it may be said that although the Gold Coast is faced
with the problems of populatiocn generally associated with underdeveloped

countries, these are for the most part less serious than they are elsewhere.
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This comparatively favourable state of affairs may not continue a great

deal longer, however, for the indications are thut the rate of population
‘increase may accelerales. For sustained economic progress (o take place,
therefore, it is essential that during the "breathing-space" thus afforded =
extending possibly to a few decades = every means of increasing productivity
should be followed with determination and in full awareness of the nature
of the problems. Otherwise, 1t appears that increasing numbers may overe
take increasing oubput, and the aim of progressively higher standards become
as difficult to achieve as it is in countries where this has already happened.
Examination of the Gold Coast's economy since the war will show to what
extent success may be expecteds



POPULATION AND RESCURCES = APPENDIX.
Dr.H, W. Singer's Theorem of the 'Courbe des Populations'
Tentatively Applied o the Gold Coaste

In his article’, Dr.Singer pointed out that the proportion of popule
ation which might be called "urban' in any couniry was wsatisfactory as an
index of urbanization. He proceeded to show that there was a remarkable
statistical regularity in the distribution of population among human agglome
erations, prow.dmg a complete analogy %o Pareto’s law of income dis-bribﬁtion,
from which could be obiained an exact quantitative measure or "index of
metmpoliaafioh. ' ' ' | ' '

This reg'n'zla.rit;y was characterized by the aqua.tioﬁ logy = Aea loé X
where x = a certain number of inhabitents, y = Ghe mumber of towns with more
Ghan X inhabitanits,y and A and a are constantse That is, if the population
limi$ is increased in any proportion; the number of towns above this limit
will decrease in a given multiple of that proportion.

The relative deviation between the actual and the theoretical number
of towms of given size in any country may be found by calculating the values

of 100 (y = y') , where y is the actual and y'the theoretical nunber of

y
towns with population greater than xe The arithmetical wean of these values

gives the average error.

In the equation, a represents the inelination of the straight line
showing the relatidmship between x and y, and provides an index of the rel-
ative frequency of small, medium and large towns - the 'index of metropol-
ization.' For England and Wales in 1921, the equation was calculated to be
log y = 6:,5156 = 049895 log x 4 giving a value for a of 0.9693. Correspond=
ing values for a in other countries (corrected for conurbations), and the

average errors, are set out below.
Country Date Value of 'a' Average Brror : %

France 192C 1.30 7
Us Se As 1920 1,00 5
Germany 1925 1,00 4
Japan 1920 1.59 1
Canada 1932 0+93 4
Hungary 1930 1.31 “

The smaller the value of a, the greater is thﬁlémportion of large towns
in a given number of towns. France and Hungary are thus seen to be countries
in which small towns predominated, and Japan even more sOe
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POPULATION AND RESOURCES - APPENDIX (Continued).

The results of a tentative application of the theorem to the Gold
Coast are given in the following tables Values of A and a in the equation
have been calculated by the lethod of Least Squaresfg, and actual values of

X and y were extracted from the 1948 Census Report.

log y = 6463 = 1.36 log x

x y (No, of places above x) Error s
(Inhabitents) —ormia otual 200 (y = 3*)

¥
100,000 676 1 + 3244
5).000 1.74 2 + 130
25,(}00 40457 3 = 46l6
20,000 64039 5 - 208
153000 81954 9 + 0.5
10,000 15.49 11 = 4048
5,000 39.81 37 - 7.6
2,000 13687 175 + 2067
1,500 20446 275 + 25.6

Average error i 23.3%

If a = 1,36 could be accepted as valid for the Gold Coast, this would
mean that small towns predominate there to a greater extent than in Hungary
but to a less extent than in Japan. The deviation between theoretical and
actual values of y is however unduly high, compared with Dr.Singer's applic-
ations of the theorem. This may be due to inaccuracies in the actual values,
since difficulties arise in deciding when an agglomeration should be treated
as one single towmn (e.g. in the cases of rural settlements in the Northern
Territories, and conurbations in mining areas and elsewhere) and re-
examination of the census material would possibly lead to a closer correl-
ation. Positive conclusions could not have been expected from a study so
very tentative and based on such scanty data, but it is perhaps permissible
%0 suggest that further detailed analysis, using several sets of figures,
will be needed before the validity of the theorem in regard %o under-
developed countries can be acceptleds




12

15

14
15

16

17

10

POPULATION AND RESCURCES.
lotes and References.

Aristotle : "Politics" - Bk.II, Ch.VI,

liachiavelli : "History of Florence"™ - quoted in J.R.Hicks, "The Social
Pramework™, Ch.V.

Re R Kuczynski 3 "Demographic Survey of the British Colonial Empire® (1948)
' « VoleI, pevie

Kuczynski : ope.cite = pp.8-13, 466, 484, 521-531.

Also A.W.Cardinall : "“The Gold Coast, 1931."

WeBagehot, quoted in U.N. "Population Trends" (1953) - III, g Tl.

See W.h.Lewis 3 "The Theory of Economic Growth" (1955) = pp.306=T.
Also W.lM.Macmillan 3 "Africa Emergent” (1949) = pp.37-4l.

Ghana Government Digest of Statistics, Cctober 1958,

I.B.HeDs 3 "“The Economic Development of Nigeria"™ (1955) = pel10.
UsNo & "The Determinants & Consequences of Population Trends" (1953) - XV,
JsRaHicks = "The Social Framework" (1952) = p.39.

C.P.Blacker s reference in U.N. “Population Trends" - II1I, g 88.
Gold Coast Census Report, 1948 - p.l15.
Gelo Trevelyan 3 “English Social History™ (1947) - p.462.

IsBRe D 8 op.cit. = PelOoe
1,8,Re Ds 3 “The Economic Development of Malaya® (1955) = pe9e

I.B.HeDs & Opecite (Nigeria) = p.10.
Also WellsMacmillan ¢ opecits = pedde

We As Lewis 2 Op.cit. - Poj}?o

He We Singer s "The 'Courbe des Populations'. A Parallel to Pareto's Law."™
(Beonomic Journal, June 1936.)

See P, T.Bauer & B.S.Yamey : "The Economics of Under-developed Countries™
(1957) = pe157.

Census Report, 1948 = p.ll

Ghana Goveranment Digest of Statistics, August 1957.

B.Staley : "The Future of Under-developed Countries" (1954) « p.280.



23

25

27

28

29

31

32
33

35

Usle 3 Opecite - XV, g23.

Bauer & Yamey s Opecite = peo32.

F.J.Pedler s “An Economic Geography of West Africa™ (1955) = pel39e

Colin Clark : "The Conditions of Economic Progress" (1951) = pp.395-6,
.

AeGo B, Fisher : “Economic Progress and Social Security™ (1945) = pebe

Po T Bauer & Be.S.lamey : "Economic Progress & Occupational Distribution®
and "“Further Notes on Econcmic Progress &
Occupational Distribution™ - Economic Journal,
Decs 1951 & March 1954. Also, P.T.Bauver :
"Hest African Trade™ = p.27.

Colin Clark : opecite - ppPe320, 328, 397.

See, for example, P.T.Bauer : "West African Trade"; liowell Commission
Report (1938); F.J.Pedler : opecitej UsA.Ce Statistical & Economic
Review, Nos5 (19503

A«R.Prest & I.G.Stewart : "The National Income of Nigeria, 1950-51"
= ppedy 8o

AsGe Be Figher 3 "A Hote on Tertiary Production" - Economic Journal,
Dece 1952, peB833.

UsNe Depts.of Economic Affairs : "Enlargement of the Exchange Economy
in Tropical Africa™ (1954).

He I Buckle : "History of Civilization in England" (1899 ed.) = Vol.I,
CheII.

Sir Alan Burns : "In Defence of Colonies" (1957) = pe33, and
UsNe 3 "Population Trends"™ - IX, gll.

Mary Kingsley : “West African Studies™ (1899) = p.10,
Annual Rﬂport, 1947 - pp.59,60-

Alfred Marshall : "Principles of Economics® (8th.ede= 1920) = pp.211,6
212, 216.

1.B.R. Dy 3 "The Economic Development of Nigeria™ - p,11 (U.N. statistics,

Ghena Govi.Information Services s "Ghana 1957 = pelis



31

39

B

155

ReLinton, in “The Progress of Underdeveloped Areas™, ed. B.F,lHoselitz
(1951) = psT8s

- B.Staley : "The Future of Underdeveloped Countries™ (1954) = pe218,

Colonial Office : "Economic Survey of the Colonial Territories, 1951
= VoleIllIl, ppe27435
W.lsMacmillan ¢ "Africa Emergent” « p.175.

Barclays Bank D.C.0O. 3 "Ghana - An Economic Survey” (1959) = pede
J.1.Roper : "Labour Problems in West Africa™ (1958) < peld.
Gold Coast Census Report, 1948.

Kary Kingsley 3 Opecite = p-572.
H.W.Singer : op.cite (See reference nos 15).

See CGe.Tintner : "lathematics & Statistics for Econonists™ « pe273e




CHAPTER §5

POST-WAR DEVELOPMENT

Introduction - .

PART I - COCOA

Cocoa = - -

PART II - THE BEXTERNAL ECONOMY

Structure of Trade and Trade Policy E

Foreign Trade and its Direction

Sxports o . .
fmports = ~ .
Terms of I'rade » .

Balance of Payments .
Overseas Balances .

-

PART 111 - THE INTERNAL
National Income and Capital Formation

Publie Finance and Development

Transport and Communications

Social Services . .
Public Utilities .

Agriculture and Natural Resources

Industries . » -
Currency and B in »

Co-operative Societies
Employment, Wages and Prices

Appendix %

Notes & References

L]

-

L

LCONOMY

p.160

p.166

p.186
p.188
p.192
P.197
p.200
Pe20%
P+ 209

p.212
p.228
p.233
p.236
p.241
p. 2k
p.250
p.255
p.260
P« 264

p.270
p.280



( Chapter 5 )

TABLES

1 s Selected Indicators of HEconomic Growth - Financial.
213 do. - Transport & Communications.
A3 do. - Foreign Trade.
4 : Value & Quantity of Cocoa Exports, 1945-58.

5 : Distribution of Cocoa Proceeds (aggregate), 1947-58.
6 : Cocoa Purchases by Region (percentages), 1952-59.

7 : Value of Imports & Exports & Balance of Visible

10
11

12
13

14
15
16
17

18
19

8

L L]

L]

Trade, 1935-58.

Values & (uantities of Principal Exports, 1945-58.
Quantities of Selected Imports, 1947-58.

Balance of Payments Estimates, 1954-58.

Regional Balance of FPayments on Current Account,

199""58 .
Overseas Balances of the Gold Coast, 1949-58.

Expenditure on Gross National Product at Market
Prices, 1954-58.

Private Consumption Expenditure, 1954-58.
Gross Capital Formation by Type of Asset, 1954-58.
Gross Fixed Capital Formation by Sector, 1954-58.

Income Shares in Gross National Froduct at Factor
Cost, 1954+-58.

General Government Revenue, 1954-58.
General Government Zxpenditure, 1954+-58.
Government Development Expenditure, 1951-59.

Total Revenue & Expenditure of Central Government,
& Composition of its Ordinary & Extraordinary
Revenue, 1954-58.

p.164
p.165
P.169
DP.172
p.184

p.189
p.19%
p.198
p;205

p.208
p.210

p.216

p.217

pP.229

p.231

continued /



( Chapter 5 )

TABLES (contd.)

22 : BExpansion of Fostal & Telecommunications Facilities,
199"""58- p0235
23 : Public Education, 1950-58. p.236
24 : Doctors, Nurses & Hospital Beds in Government Hosp-
25 : Generation of Electricity, 19%38-58. p.243
26 : Exports of Principal Agricultural Products other
than Cocoa, 1935-58. p«246
27 : Recorded Numbers of Employees in Manufacturing,
1951-57. p.252
28 : Index of Market Prices of Locally-Produced Food-
stuffs, 1948-58. p.268
DIAGRAMS Facing -
1 : Value & Quantity of Cocoa Exports, 1945-58. p.169
2 : Distribution of Cocoa Proceeds (aggregate), 1947-58. p.172
3 : Indices of Terms of Trade of Gold Coast Cocoa
Producers, 1935-57. p.201
4 : Indices of Terms of Trade of the Gold Coast, 1948-58. p.202
5 : Balance of Payments on Current Account, & Balances
of Visible & Invisible Trade, 1950-58. p.205
6 : Indices of Number of Road Vehicles, Tarred Road Mileage
& Railway Traffic, 1951-58. p.235
7 : Expansion of Water & Electricity Supplies, 1937-57. Dpe24l
8 : Money & Other Liquid Assets Held in the Gold Coast
by the Government & the Publiec, 1949-58. p.257
9 s Expansion of Commercial Banking Facilities, 1937-57. p.259

APPENDIX /



( Chapter 5 )

APPENDIX . . P.270
Tables :-
A.,1 : Distribution of Cocoa Froceeds (per ton), 1947-58.
A,2 : Imports By Origin & Exports By Destination, as
Percentages of Total Imports & &xports, 1938-58,
Aes3 : Imports By End-Use, as Percentages of Total Value,
199""‘580
A4+ : Indices of Terms of Trade of Gold Coast Cocoa
Producers in terms of Imported Textiles, 1948-57.
A.5 : Indices of Volume & Average Value of Imports &
Domestic Exports, & of Terms of Trade of the
Gold Coast, 1948-53.
A.6 : Balance of Payments on Current Account, &
Balances of Visible & Invisible Trade, 1950-58.
A.7 : Number of Road Vehicles, Tarred Road Mileage
& Railway Traffiec, 1951-58.
A.8 : Money & other Liquid Assets Held in the Gold
Coast by the Government & the FPublic, 1949-58.
A.9 : Loans & Advances to Domestic Customers by

Commercial Banks, 1957-58.



160
POST~-WAR DEVELOPMENT.

NTRODUCTION.
Political and constitutional developments in the Gold Coast

since the war have distracted attention from the economic changes
taking place concurrently, but these were hardly less remarkable.
The transformation has been so great that in some respects there
is little resemblance to the pre-war economy. The tempo of activ-
ity has been quickened and its volume greatly expanded., New roads
bridges and bulldings exemplify the higher level of fixed capital.
For most of the people standards of living have improved and econe-
omic opportunities have increased. Continuing urbanization has
drawn ever greater numbers of the population into contact with
European and American habits of 1life and thought, while obstructe

ive tribal custome have been progressively relinquished.

These dhanges had their beginnings, as we have seen, in the
period of the war itself, but since 1945 the process has acceler=
ated, World.shortages stimulated demand for cocoa and other Gold
Coast exports and the resultant higher prices not only brought
greater returns to producers but also enabled the government to
expand its revenues to an unprecedented extent and to embark on
an ambitious development programme, Thus, rising per capita
consumption by the growing population has been accompanied by ex-

pansion in public facilities and in social services generally.

The private sector has also benefited. Established trading
companies under overseas ownership have expanded their activities
and some have invested in manufacturing industry. New companies

have been established, some of them by African business-men, and



161
gained a minor but nevertheless substantial share in the country's

trade. Far more Africans have been appointed to responsible man=-
agerial positions, and the number receiving training has multi-
plied. Primary and Secondary schools have more pupils than ever
before, and the University College and the College of Technology.
provide the first institutions for higher education.

Not every part of the country has been equally affected,
however: the new-found sophistication of Acera is not reproduced
in the villages and small towns of the hinterland. Most of them
have changed too - there are new buildings and better roads, more
lorries and bicycles, for example, in testimony of the fact -« but
many remain comparatively untouchedy their inhabitants working and
living in much the same ways as their forefathers did. Though the
blg towns have cinemas and hotels, taxis and motor buses, electric
lights and water suppliesy the villages in the forest and the nor-
thern savannah are primitive by comparison, to a degree hardly com
prehensible to a Western Buropean., Just as in advanced countries
there are underdeveloped areas, so does the Gold Coasty an under=-
developed but developing country, contain some areas more backward
than the rest. Per capita consumption of textiles may increase,
but some people still wear a bunch of leaves for clothingj cowrie

shells and a national issue of currency exist side by side.

To achieve an understanding of the country and its problems,
it is essential that such contrasts be borne continually in mind,
Our chief concern at present, however, is the economic development
of the Gold Coast since the war, and more especially in the last
decade. Iableg 1, 2 and 3 below therefore set out in summary form



162
"selected indicators of economic growth" for the period 1935 to
1955, from which the extent and rapidity of this development may
be gaugedwi These figures are not all of equal reliability or ime
portance, and some of the series are incomplete. ©5till, after
allowance has been made for the increase of about a million in
population, the general rise in price levels, and the fact that
export prices were @&pressed in 1935, they clearly support the ime
pression that both the country as a whole and its individual in-

habitants are now better off materially than ever before.

Government revenue was adventitiously high in 1955, it is
true (see Table 1), yet in 1954 it was nearly £50 million and has
never since fallen below that level, which is probably more than
four times the pre-war amount in real terms. Currency in circul=-
ation appears to have increased at least sixfold, and Post Office
savings even more, although local authorities' operations are
partly responsible for the latter. ligures for local authority
revenues and bank deposits are unfortunately incomplete, but those

available provide further evidence of expansion.

Table 2 is defective in that it makes use of import figures
instead of consumption figures concerning road transport, and
gross revenue figures instead of traffic statistics for the rail-
way, but provides a reasonably accurate picture nevertheless.
Whereas there had been no more than 100 cars and lorries on the
roads in 1913, and 12,000 in 1937, there were over 25,000 in 1955.
Imports of vehicles in the previous twenty years had increased

fourfold, and the consumption of motor spirit considerably more.

Similar, though less spectacular, increases took place in the use
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of railway facilities and the extent of the telecommunications net-
work, Milecages of tarred road and rallway track, however, showed
no significant increases until the First Development Plan got

under way after 1951.

Foreign trade is better documented, and Iable 3 shows that
the prineipal consumer goods rose rapidly 1n§olume once the immed=
iate post-war shortages had been overcome. 'Greater imports of
Juxuries like wheaten flour and rayon piece-goods reflect the
rising standard of living, and those of building materials the
higher level of capital formation. Although the total money value
of both imports and exports increased about tenfold, the principal
exports (except for timber and to some extent diamonds) showed

little tendency to increase in volume.

In the following pages we shall examine this post-war expan-
sion in greater detail and analyse its causes. This will involve
study of changes in the Gold Coast's external trade and domestic
economy during the period. Finally, we shall seek an answer to
the most interesting, as well as the most vital, question concern=-
ing the country at the present time t is current economic develop-

ment likely to be transformed into sustained economic growth?
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Table 1 ¢ Selected Indicators of Economic Growth -
Finanecial.

1935 | 1940 | 19%5 | 1950 | 1953 | 1955
Central Government
a Total revenue £m [ 3.0 3.7 5¢9 | 18,1 | 42,5 | 8046
Indirect taxation " | 1.9 2.6 25 |:3140 | 2645 | 68.%
Direet taxation " - - 13 3.7 8¢5 73
b | Currency in circulne " | neas| 5.5 2.8 | 22,9 | 29.8 | 30,1
Bank Depogltsg
With G.Cs banks "l neas Nsas Nete | 118 |- 17:3 | 2050
Post Office Savings
Bank deposlts 7Y 043 5 P, 4,0 5¢3 5.1
Nos of accounts-000's 21 e 15 309 397 456

Tgble 2 s Selected Indicators of Lceonomic Growth =
Trancport & Communications.

1935 | 19%0 | 1945 | 1950 | 1953 | 1955

GeCo Rallway
Grogs revenue £m | 0.8 [ 1.0 1.7 2¢5 363 3.k

I M1l

PJWeDe roads-000 mls.| nea.| 2.4% 2% 3ol 3ok 4,2
Tarred roads = mnls.| n.a. NeQe Ne e 939 | 1001 | 1320

o

Road Vehiclesg.
d Total imported-000's | 1.9 Ol 0.5 4.8 741 7.6
llotor Spirit,
Total imported-m.gal.| 5.6 5.5 | 114 | 20.3 | 25.6 | 32,6
Ielecommunications.
Lelephone & tele-

graph trunk wire
«000 mls,. 1205 1503 16.2 18.2 21.2 21.6

Source ¢ G.C.Digest of Statistics; Statistical Abstracts;
Leononmic Survey, 19583 Colonial Office Listj
Statesman's Yearbookj Economic Survey of the Colonial
Empire, 1951,

Notes :Symbols - gz = Railway & Harbour accounts excluded.
b = 1939 estimate for 1940,
¢ = 1951 figure for 1950,

4 = Carg, taxis, lorries & lorry chassls.

Lach figure is for calendar year or financial year ending
in year nsmed. Currency & deposits are for same date
in each year,



165
Table 3 ¢+ Selected Indicators of Economic Growth -
1035 | 10%0 | 1045 | 1950 | 1953 | 1955

EXPORTS, Total fe0.be

2m,) | el | 1369 | 15.7 | 77% | 89.9 | 95.7
Gocoa (000 toms) .. | 269 | 224 | 232 | 267 | 237 | 206
Gold (000 fine oz.)| 371 | 858 | 475 | 705 733 724
Manganese (000 tons)| 399 | W77 | 702 711 746 5%0
Diamonds (ms carats)| 1l¢3 | 06 | 0,8 k5% 4 2.2 3

Bauxite (000 tons) et PP S B L B 1SR R RS
Timber = | |
logs (mecu.ft.H.11,)1.1 | 1,0 j 2.6 8e2 8.2 | 13.k4
Saw'n. (m.cu.ft.) i - - | . 201 l+.6 5.2

——

DIEORTS, Total eelals | 726 7.1 10,6 | 48,1 | 73.8 | 87.9

Corr.iron Sheets ; | -
(000 tons) 8.8 2.2 @ O.ok 8.3 | 1l | 1647

Sewing-machines _
: (OOO‘S) 1. Oo"l" ‘ Goli" 1811 1?.? 13.2
2

H- |
Bicyeles (000's) b fea Toals st i SNl R

Cetton Piece=-goods ;
(m.lb. ) l]'|'.7 701 809 204 5 21*'-3 28.7

Rayon Piece=-goods k
(1.11. lb. ) Il. a. 002 0.0 l.6 5.2 1'1.&.

Cement (0G0 tons) Lh 35 5l 178 234 295

Illuminating Oil
(L"itgala) 2.5 2.8 2.8 7-"" 8.5 9.7

Wheaten Flour
(000 tons)| 6 6 5 21 29 33

Source ¢ G.CeDigest of Statisticssy Statistical Abstracts No.lj
Beonomic Survey, 1958.
Noteg ¢ (1) Exports include re-exports.
(2) Owing to changes in classificaticn it has been nec-
essary to calculate some 1955 figures from other
units, involving a certain amount of estimation.

(3) Figures are for calendar years.
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POST-WAR DEVETOPMENT.

PART I = COCOA,
COCOA.

- Cocoa now predominates among exports from the Gold Coast even

more than in pre-war years, when gold contributed as much to ex=
port earnings. Since 1947 it has accounted for two-thirds of the
value of all domestic exports, rising over 70% in 1948, 1950 and
195%, and never falling lower than 56%, its proportion in 1957.
Earnings from cocoa are the main determinant of the balance of
payments position and the level of overseas balances, while the
seasonally-fixed price paid to local producers considerably affects
the level of purchasing-power and domestic prices generally, the
volume of imports and sales of merchandise, the size of the gov-
ernment's revenue and the amount of currency in circulation. The
price to be paid to producers is decided and announced before each
crop season by the Cocoa Marketing Board, a statutory body on which
government, commercial and producing interests are nominally rep=-
resented, and which has an export monopoly. It is scarcely an
exaggeration to say that this announcement sets the pace of econe
omic activity for the ensuing year, because not only is cocoa pro=-
duction the largest single source of incomes and of government
revenue, but most other sections of the economy depend on its

prosperity either directly or indirectly.

Study of the Gold Coast's post-war development must therefore
begin with the cocoa industry. The first point to be noted is the
instability of the world price, for although a considerable part

of the crop is sold direct to manufacturers it is the prices paid
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on the New York and London markets which effectively determine its

total value. These prices reflect variations in world demand,
which in turn is largely determined by the levels of economic
activity and of consumers' incomes in the United States and Britair
Two main reasons have been adduced for the extreme sensitiveness
of cocoa prices to periodical fluctuations in trade. First, any
effect of rising prices on output is inevitably delayed for at
least five yearsy which is the minimum period required for newly-
planted trees to come into bearing. ©Secondly, the effective demanc
for chocolate is highly responsive to changes in price, and this
tends to fall in slumps and to rise in booms.

"It has even been argued", says one survey of the importance
of cocoa in the Gold Coast economy, "that the welfare of the Gold
Coast African depends, in the long run, on two apparently disconn-
ected factors: first, the price of sugar; and second, the caprice
of American children, The argument is that the price of sugar
determines the quantity of boiled sweets or candy that can be bou=-
ght for a given amount in the U.S.A.§ that children will move from
chocolate to candy, and vice versa, according as one appears a
better bargain than the other; and that as the U.S.A. market is
the largest, and therefore determines the world price of cocoa,
the requirements of the children in the UsS.A. in effect constit-
ute the marginal demand for cocoa in the world market.“g However

far-fetched this may be, it provides a striking illustration of

the uncertainties of prosperity in a one-crop economy,
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The general depression of the 1930's adversely affected
cocoa prices as it did those of most primary commodities, and even
in 1938-39, the last full crop year before the outbreak of war,
Accra cocoa was fetching only 5 cents a pound on the New York
market, Demand was stimulated during the war, however, and in
the immediate post=war years depleted stocks in consuming coun=
tries, combined with a reduction in total world output (633,000
tons a year on average in 1945-48, as against 722,000 tons in
193h—%0§), radically altered the situastion. In 19%7-43, Acera
cocoa was being quoted at between 40 and 5C cents a pound, or
about £350 per ton, and although the world price has continued to
fluctuate sharply within each season, and from year to year, it
has since remained many times higher than in the best years of
the 1930's. Following an excess of world consumption over pro-
duction in 1953, it reached a peak in mid-195%, when small quan=
tities of cocoa available between seagsons were at one time?qoted

at as much as £500 per ton.&

The Gold Coast is the world's largest producer of cocoa,
providing about one-third of total output, so expectations of a
smaller-than=-average crop from this source tend to push up the
world price, and vice versa, notwithstanding the fact that clim-
atlie factors and the many scattered holdings make estimating a
hazardous business. An important result of this is that total

earnings from Gold Coast cocoa exports tend to fluctuate less
widely than world prices. Iable '+ and Diagram 1 overleaf show
the value and quantity of cocoa exports in the period 19%5-58.
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Table 4 ¢ Value and Quantity of Cocoa Exports, 1945=-58.

Calendar 1 2 3 % 5

Year Quantity | Total Av.Va%ue Value as % of
Exported Value per Ton T Gorcsth All non-
000 tons fn fe0.bs £ fe04bs ic exports mineral eXD.)
1938 263 9 17 Y2 87
TOUE Ml s 03B 6T s le B s w WA | s V03
o R RS R A e e - Sl ol AR LS
19%72 .| . 180 , . 198 L1 el 8
1948 | . 21k . s h2 . R - ST R - . P&
oU0" .| . 26% ;| 3% & | X3N] 169 e B
1950 4| w 207 ; R LR s . SR i R » 90
3951 | &« 230 o 80 o |« 262 % < 67 i+ Y
1952 & | « 212 & 53 | &« 288 v 6% « 93
19538, "ol & @37 % « D0 & ¢ a3( ' . O . B3
35 .| L 2ih, 'L B85 . | L 395 -] LgmL |l 89
3955 | ¢ 206 ¢ 60 . . 318 . . 69 . L
1956 .| . 234 . S i 2B ¢ 595 « 80
1997 +| « 260 , : 51 v 495 % o B0 . v .80
1958 o | « 197 & « 62 a « 336 & s 68 & s B2
Source : Statistical Abstractg No.l; Digest of Statistics, 19583
Economic Survey, 1958,
loteg : (1) 'All non-mineral exports' calculated by subtracting

gold, manganese, diamonds & bauxite from total exports
(2) Columns 1 & 2 are shown graphically in Diagram 1.
(3) Average annual export since 1945 = 227 tons.

As may be seen from this Table and Diagram, the total value

of cocoa exports f.o.b. showed a remarkable upward trend from 1945,
reaching a peax of £85 million in 195%, and although the values in
subsequent years were less, those for 1955 and 1958 (£66m. and
£62m, ) were higher than in any previous year except 1954, Bo many
variables are involved that forecasting the future trend is ex-
tremely difficult, but the consensus of opinion appears to be that
whatever fluctuations may take place in the immediate future the
long=-term prospects for cocoa are reasonably well assured because
of steady economic expangion and rising standards of living through

out the world.,
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The tonnage of cocoa exported each year is directly related
to the amount produced, since only a fraction of each crop is used
locally, but there are annual variations owing to the speed with
which the crop comes in, the availability of shipping, and so on.
It is clear from Diagram 1 that, in contrast to the rise in its
total value, the total tonnage exported each year has shown no
tendency to increase, despite the large amount of new planting
carried out in response to high post-war prices. This is due
partly to the delay which elapses before a young tree comes into
bearing, and partly to the fact that new production is still off=-
set to some extent by the cutting-out of trees infected or en-

dangered by swollen shoot disease.

At 227,000 tons per anhum, the average Gold Coast export
since the war is some 45,000 tons below the pre-war level (1935-39.
but the downward trend discernible in the eleven crop years to
1946-47 has almost certainly been arrested.z Ag might have been
expected, an export tonnage below average in some years (but not
in all) coincided with a particularly high return in earnings.
The years 1948, 195%, 1955 and 1958 provide examples of this,
while the converse situation of a larger crop and lower relative

earnings i1s to be seen in the figures for 1949, 1956 and 1957.

Of fundamental importance to the Gold Coast's post-war
development is the manner in whiech these increased earnings from
cocoa exports were distributed., This is shown in Igble A,l on a
'per ton' basis, and in the form of aggregates in Igble 5 and
Diagram 2, overleaf. The diagram illustrates it particularly
clearly.
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DiAGRAM 2 : DisTRiBuTION OF Cocoa ProceeDs (AGGREGATE), 1947-58.
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Table 5 : Distribution of Cocoa Proceeds (aggregate), 1947=-58.

1 2 3 A" 5 5
;22; Pigﬁicggs E%Eg§t AR égggl vgi%ESOf ngzgit/
f.o.b. Loss
£ £m £m E3i £ £m
1947-48 15.4% O.kt 1.9 17.7 41.5 + 23:8
1948-49 33.3 1.7 3.3 38.3 375 - 0.8
194950 21,2 3.5 3.0 27.7 45.1 + 17.%
1950=51 | 3%.3 | 13.% 3.7 51.% 70,3 | + 18,9
1951=-52 31l.% 14.8 3ok 49.6 51.6 * . 240
1952-53 | 32,2 16.0 4.3 52,5 57.1 |+ k.6
1953-5% |  27.9 34.0 3.6 65.5 The? |+ 9.2
1954=55 29.k 38.3 3.8 71.5 775 + 6.0
1955=56 35.0 14.6 4.5 4.1 5243 - 1.8
1956=57 39.8 12.0 5.2 57.0 5047 - 6.3
1957-58 27.8 26,2 3.8 577 62,8 + 5S¢l

SOUree ! poagg Marketing Board Tenth Annual Report & Accounts;
Economic Survey, 1958.

Notes ¢ (1) Column 4% = Column 1 + 2 + 3.
Column 6 = Column 5 = Y%,

(2) Figures in Column 5 have been extracted direct from
CeMeBe accounts. The others were calculated from
'per ton' figures, as in Table A,1, and therefore
exclude all activities of the Board other than the
purchase and sale of cocoa. Operating profits and
logses shown in the accounts for 1947-48 onwards
are rather more favourable than those given above,
ViZ. HE *£2)+. lnlo 9 "£0'. 1m. ] +£180 0111. 9 i'£20. 111!. ] +£3. 51]1.
{'£6. ]'Hl'l- 9 +£11. Om. 9 *‘£8. lm. ] +£0- 81’[1. 9 "£5. 2m¢

(3) The statistics in this table are shown graphically
in Diagram 2.
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Government efforts to divert a larger share of cocoa pro-
ceeds to domestic capital formation followed the method described
in the report made to the United Nations in 1951 on "Measures for
the Economlic Development of Under~developed Countries.,"™ "Some
countrieg,”" this said, "have found a source of savings by taking
advantage of a temporary, or a permanenty improvement in their
terms of trade. The method is not tc let exporters or producers
get the full benefit of the increased prices of thelr goods in
foreign countries, Thls can be done by imposing an export tax
which varies directly with the foreign price, or by establishing
a government marketing agency which buys produce at a low price

and sells it at a higher price."é

Arrangements for the marketing and sale of cocoa after the
war differed profoundly, as we have seen, from those in operation
before it.?The Cocoa larketing Board inherited and has continued
a-policy of paying producer prices well below selling prices, but
in theory at least is an autonomous statutory body, not a "govern-
ment marketing agency", and so 1s not subject to official direct-
ives. Its first four years of operation, ending with 1950-51,
produced a total surplus of £62 million, bringing up to £76 million
the funds taken over from its predecessory the West Africen Produce

Control Beard,

These reserves were far greater than anyone had expected,
and the government thought them "adequate for any foreseceable de=-
mands under the Board's primary function of stabilisation."§ In
1951, therefore, it introduced legislation providing that when

the f.o.bs cocoa price was over £120 per ton the duty imposed would
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be half the amount by which it exceeded £100. This naturally
swelled government reserves, since a part of the duty collected
was set aside for development, and reduced the Board's profits,
It also affected purchasing-pover, by influencing the Board's

decisions regarding prices to be paid to the farmers,

In 195%, since world prices in the interval had remained
high, further legislation provided that when the export price
was more than £2560 per ton, the duty payable would be the amount
by which it exceeded X180, thus restricting the Board's return
to the latter figure, which was considered sufficient to meet the
current purchase price and expenditure on cocoa disease control,
research and other rehabilitation measures, The revenue so ob-
tained, it was announced, would be used, as far as possible, to
expand the economy of the country as a whole. "While feostering
the development of the cocoa industry and eucouraging increased
production both by economic incentives and technical assistance,
the ultimate aim is to reduce the country's dependence on one
product and to provide increased amenities and a higher standard
of living for the country.“gThe incidence of the new duties imposed

in 1951 and 1954 may be clearly seen from Diagram 2.

Criticisms of the West African larketing Boards have already
been mentioned: their chief expositor is lir.P.T.Bauer, whose arg-
ument is developed cogently and at length in "West African Trade"
(195%) and elsewhere.?So far as the Gold Coast is concerned, its
essence is that the Cocoa Marketing Board's export monopoly and

price-fixing policy represent an interference with the unrestricted
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operation of economic forces eventually disadvantageous both to
the cocoa-producers and to the country as a whole. (The system
of quotas for the licensed buying agents was dropped after the war,
Many interesting questions arlse in this comnection, but they are
more easlily asked than answered, and liable to be confused by value
judgments, Should not the Board's objective be stabilisation of
incomes, rather than mere stabilisation of prices? lMay not so
much compulsory saving inhibit personal éaving? Is it justifiable
on economic grounds to withhold from producers their equitable
share of higher world prices? Will not the Gold Coast's competit=-
ive position be adversely affected because cocoa-fairmers elsewhere,
receiving the full pricey have been encouraged to improve ylelds

and increase acreage?

Notwithstanding the force of objective critieism, and the
fact that the Board's policies in its earlier years may have been
unduly cautious, the advantages @rived from its operations cert-
ainly appear to outweigh the disadvantages. The pre-war organ-
ization of the cocoa industry, it is generally agreed, was unsat-
isfactory from nearly every point of view.%gThe avowed intention
behind the creation of the Boards was "to provide machinery which,
by insulating producers' prices for cocoa from the day-to-day
fluctuations in world market values, will enable West African pro-

ducers to improve their own lot and, as their capacities develop,
to @ssume increased responsibility for the marketing of their own

0
product."%bfhis aim has in effect been achieved, and although in
the Gold Coast all cocoa=-farmers would like to be paid more for

their crops, few would advocate a return to the uncertainties and
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bitterness of the system of marketing which prevailed before the

advent of the Board.

Seasonal price-fixing gives stability to the merchandise
market as well as to the produce market, since it enables importers
to forecast consumers' demand more accurately. ihe inflow of goods
therefore corresponds more closely to purchasing-power, tending to
reduce fluctuations. It must be remembered too that the Board was
planned to act as agent or trustee for the producers, and was
never intended to make a profit at their expense%g Reserves wvere
accumulated partly as a result of conscious policy and partly in
expectation of a price-fall which did not take place., Their ex-
istence has not only made it possible to assure to producers the
benefit of reasonable and relatively stable prices for several
years to come but also has enabled the Board to lend large sums
for financing development and to spend heavily on measures designe
ed to rescue the industry from the ravages of swollen shoot. By
imposing graduated export duties, the government has made certain
of its share of any future surpluses and (hardly less important)
has reduced the economic power of the Board and confined its major
activities to the business of fixing prices and the purchase and

marketing of cocoa.ég

Quite the most important consideration, however, is that the
gsetting of relatively low producer-prices greatly mitigated infla-
tionary pressures at a time when they might have inflicted untold
harm, In an earlier chapter we have examined the war-time tendency

towards inflation, in which the maln factors were the severe re-

duction in imports and the powerful military demand for goods and
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gervices., An expert study of the Gold Coast economy conducted for
the government by Dudley Seers and C.R.Ross in 1951 demonstrated
conclusively that inflation was still the principal danger to its
stability and the greatest obstacle to succegsful completion of

12
the Development Plan scheduled to start in that year.™

The main inflationary factors in the situation were the
export surplus and gross capital formation, government development
expenditure being the largest constituent of the latter. ©Set
against these were the main @flationary factors: Cocoa Harketing
Board profits, Government surplus on current account, undistrib-
uted company profits, and personal savings. Since purchasing-
power was largely determined by the price paid to the cocoa farmers
and the level of developument expenditure (both of which were the
outcome of decisions by public authorities within the country),

the government and people clearly had to choose, if they wished
to avoid inflation, between increased capital expenditure on dev=-
elopment and a high buying price for cocoa. Lacking the checks
on an inflationary wave of spending familiar to students of more
developed countries, the Gold Coast economy was "fragile" and
liable to "over-respond" to any acceleration : it could easily

13
get out of control.—

The problem was complicated by the existence of physical
limitations on the quantity of goods which could be imported, since
port capacity and the transport system were being fully utilized
and shipping-space was hard to get., If the volume of purchasing-
power increased, higher money incomes would compete for the same

volume of imports. Indeed, imports of consumer goods would
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probably-have to be reducedy so as to make way for the construct-
ional materials needed for development, If the limits of port
capacity were reached, Seers and Ross reported, an increase of

£1 million in imports of building materials would displace £4m, to
£5m, of imports of consumer goods, which would be equivalent to
increasing consumers' incomes by the latter amount while the vol=

ume of goods to be bought remained constant,

A rise of 10/- in the price of cocoa per 60 1b, léad, or of
£10 million a year in development expenditure, it was estimated,
would have increased purchasing-power by nearly £5 million, and
this would have had serious inflationary effects even if there
had been no physical limit to the volume of imports. OSuch a large
inerease would have been bound to inflate prices, simply because
of its size, and further pressure would have resulted from the
inevitable delay in increasing the volume of imports. To a great
extent, too, local traders use the cocoa-price as a yard=-stick in
fixing retail prices, which therefore folléw it upwards almost

automatically but are less responsive when it falls,

In this situation, the difficulties confronting The govern-
ment were much the same as they had been during the war. Large-
scale rationing of resources was administratively impracticabley
and neither domestic production of consumer goods nor the volume
of them imported scemed likely to increase appreciably. Private
savings could not be expected to absorb much money, and the scope
for antl-inflationary taxation and budgetary measures generally

was very limited. Development expenditure could not be reduced,
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for the government was irretrievably committed to it. The prine-
cipal effort to restrict claims on scarce r esources by controlling
the level of money-income had therefore to be directed at the pric:

paid to farmers by the Cocoa Marketing Board,

What in fact has happened since Seers and Ross explained and
drew attention to the danger of inflation in 1951? All available
evidence goes to show that although inflstion has continued to
menace the stabllity of the economy, it has never got out of hand
and indeed has had much less serious results than might have been
expecteds This is all the more remarkable because of the large
additions to purchasing-power made by "rehabllitation grants"
pald by the Cocoa Marketing Board to cocoa-farmers in furtherance
of the campaign againsgt swollen shoot disease (averaging nearly
£1,5 million a year from 19%7-48 to 1956-57%&), and the unprecéd-
entedly high rate of capital formation, Between 1948 and 1951,
both the index of retail prices for Accra and the general index
of prices of market foodstuffs rose considerably (from 100 to 15%
and 186, respeetively) but since thengtherate of increase in both

1

cases has been comparatively slight, —

There can be no doubt that the control of the domestie cocoa-
price was largely responsible for this. From the 1950-51 season
onwards it has never fallen below 70/~ per 60 lb. load, nor risen
above 80/- (i.e. £130.,7 and £149,3 per ton). ©Study of Igble A,1
and Dimgrams 1 & 2 shows that variations in crop tonnage offset
the higher producer-price in some years, so that the total of

farmers' money-incomes remained much more nearly stable than it
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would have done if producer-prices had been allowed to respond
freely to market trends., Only in the 1956-57 season, when an
unusually large crop coincided with the maximum price of 80/-,

did this total, at £39.8 million, vary more than £5million from
the average of £32,2 million for the period: in most seasons it
was below that average., The government's action in imposing
increased export duties had at least as much effect on the Board's
price-policy, in the face of strong pressure from the farmers,

as any other influences it brought to bear, The effect of swollen
shoot disease in restricting tonnages should not go unnoticed,

however: to some extent it was a blessing in disguise,

Another important counter-inflationary factor was the incr-
ease in the volume of imports, as may be seen from Iableg O & A,5
below., Although the average value has varied comparatively little
since 1948, the volume had doubled by 1953 and continued to incr-
ease in the subsequent four years, falling only in the recession
of 1958. With the sole exception of 1954, the total value of
goods imported annually was higher in every year between 1948
and 1957 than in the previous onej 1t rose during that period from
£31 million to £96 million. Materials required for the Development
Programme accounted for much of this, but the quantity of consumer

goods imported also lnecreased enormously.

Evidently, therefore, the physicel limitations on imports
proved to be less inflexible than they had appeared to Seers and
Ross in 1951, Between 1948 and 1957, the total of cargo unloaded
at all ports rose from 648,000 tons to 1,476,000 tons per annum,
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the rate of increase being much more marked in the seecond half of
the period, Though the quantity handled at Takoradi doubled, its
share of the total actually fell from about 70% to 60%4. <*his was
because at Accra unloadings tripled, while at other surf-ports
(responsible for only some 4% of the total) they increased five-
fold.%é

The ability of the ports to handle such a vastly increased
volume of imports is in part explained by government expenditure
of over £6 million on improving and enlarging facilities at Tak=
oradi between 1949 and 1956.%?Also, since port capacity largely
depends on the rate at which inland communications can handle
goods passing through the port, it is partly explained by road
and raillway improvements and the expansion of lorry traffic. As
regards the small surf-ports, which had been inoperative during
the war, expansion in the organizations of import-export firms

(especially in supervisory staff) was largely responsible.

The swollen sghoot digseagse of cocoa has been mentioned and
deserved further notice. It is a virus infection, spread from
tree to tree by mealybugs, and no direct cure for it has yet been
found: the only method of combating it is to cut out infected
trees, First recognized in the Gold Coast in 1936, it was estim-
ated to be killing about 5 million trees a year from 1939 to 1945,
By the end of 1947 it was spreading at the rate of 15 million
trees a year, and there were said to be 46 million infected trees
(that 1s, about one-tenth of the total tree population) which
would die by 1949. Quite clearly, the disease constituted the
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most important and most urgent economic problem in the country at
that time, since it threatened the industry with extinction within
about twenty years, and this might well have involved the collapse

of the economy. Its eradication was a vital necessity.lg

There were many obstacles in the way of a successful campaign
of counter-measures, Farmers were for the most part ignorant and
illiterate, and could not readily be made to understand the true
nature and importance of the disease. The large number of scatter=-
ed holdings, and the inadequacy of communications, made it extremee
ly difficult to carry out surveys and enforce controls, Irrational
fears of alienation of land were encouraged by agitators concerned
to exploit every grievance against the government, MNost important
of all, however, was the delay between first infection of a tree
and its eventual loss, which made the farmer reluctant to cut it
out and lose the profit of one or two years' yield, no matter how
poor. Such postponement of its destruection naturally allowed more
time for the infection to spreads In this context, the signific-
ance of rising producer-prices will be appreclated, especially as

they followed 2 period in which consumer goods had been scarce,

The government's efforts to overcome this menace cannot be
deseribed in detail here., ©Suffice it to say that a considerable
part of its resources has been devoted to them up to the present
time. A special branch of the Agriculture Department was set up,
hundreds of additional staff were recruited both overseas and
locally, financial inducements were offered to farmers for cutting

out and for replanting in uninfected areas, and the activities of



183

the West African Cacao Research Ingtitute at Tafo were expanded,.
Direct expenditure on the industry in the period 1953=-57 averaged
about £3.5 million annually, much of which represented grants paid

1
to farmers and was reimbursed by the Board.*?

By 1958, thebisease was reckoned to be "fairly controlled"%p
the fact that in the twelve preceding years about 80 million trees
had been cut out by the Department from some 143,000 farms gives
an i1des of the magnitude of the task involved., Between 1953 and
1958 the number removed annually increased from 10 million to over
19 million, the reason for thls greater efficlency being that
growing compliance on the part of farmers made it poscsible for
"eontacts" to be removed as well ag obviously infected trees.
Although the danger from the disease has been largely overcome,
thereforey, it has had important educational effects which should
not be overlooked, The precarious nature of a ong-crop economy
has been emphasized to all sections of the population, and a new
concern for the health of their cerop has been encouraged in cocoa=
farmerss It is significant that farmers have responded enthusiaste
ically to the campaign for the control of capsids (responsible for
an estimated annual loss of up to 80,000 tons), to which the effort
of the Agriculture Department are now being diverted. oSince capsid
control measures in experimental conditions have mised yields by
over 25% their widespread adoption is cenfidently expected to
bring about substantial increases in output within the very near

future,
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Another result of the devastation caused by swollen shoot
has been a change in the proportions of the cocoa crop produced in
the various regions of the country., The "devastated area", where
most damage was cdoney lay in the Lagtern Region, round the town of
Koforidua., As Igble 6 shows, the relative importance of this Reg-
ion has tended to decline in recent years, while that of Ashanti
has considerably increased. The notable activity of Ashanti farm-
ers in combating capsid attacks by chemical means has almost certe
ainly been one of the reasons for this, ©Should the trend continue,
as it is likely to doy it may be expected to encourage a relative
improvement in the economic position of Ashanti vis & vis the older
areas of cocoa production to the south, but further estimates of

its effects can be little more than conjecture.

Table 6 : Cocoa Purchaseg by Region (percentages), 1952-59,

A Percentage of Crop Purchased. B

; 1952-3 to 1957-8|  1957-58 1958-59

average. total crop. main crop.
Ashanti 5044 51k 58,6
Eastern Reglon 21.3 19.9 13.8
Western Regilon 18,0 18.3 17.8

Trans-Volta/

Togoland 10.3 10.4% 9.8

Source : Economie Survey, 1958 = p.28.

Note ¢ Since some cocoa 1s carried over regional boundaries
to old=established marketing-centres, these figures
do not exactly refle€t the vroportions of production,

To conclude this brief outline, the mein facts may be summare
ized. Cocoa is of outstanding importance in the post-war economy
of the Gold Coast, but its world price ig liable to extremes of

fluctuation., Though output has shown comparatively little varia-
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-tion, world prices have risen greatly and the total value of the
erop has inereased tremendously. By continuing the war-time
policy of paying farmers less than the world price, the Cocoa
Marketing Board built up very large reserves, but the imposition
of higher export duties in 1951 and again in 1954 diverted the
major portion of subsequent profits to government reserves, which
played a large part in financing the Develonment Programme, Dan-
gerous inflation has been avoided, chlefly because the domestic
cocoa-price was maintained at a reasonable level, and because the
volume of imports expanded much more than had been thought possible
The swollen shoot disease of cocoa, which had threatened the ind-
ustry with destruction, has been brought under control, and great-

er attention is now being paid to inercasing output.

The high post-war price of cocoa has had effects on almost
every aspect of the Gold Coast economy, and these will be discussed
in due course, In the sections immediately following, changes in
the country's external economy will be congsidered, beginning with
the structure of foreign trade, continuing with exports, imports
and terms of trade, and concluding with the important questions

of the balance of payments and overseas bDalances.
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POST-WAR DEVEIOPMENT.,

PART II - THE EXTERNAL ECONOMY.

STRUCTURE OF TRADE AND TRADE POLICY.
The term "oligopoly"™ may be applied with some justification

to Gold Coast trading conditions, for ten large British and Luro-
pean firms handle about 85% of imports. Most of these are also
exporters of produce on their own account and licensed buying
agents for the Cocoa larketing Board, and some have branched out
into other activities, investing undistributed profits in local
transport, industrial, shipping and timber undertakings., By far
the largest is the United Africa Company, a branch of the Lever-
hulme organization, which with its associates 1s responsible for
about two-thirds of total merchandise trade. As for the remainder
of the import trade, Syrian, éﬁbanese and Indian firms account for

10% and Africans for only 5%.

Why has trade remained concentrated in this way? The chief
reason undoubtedly is that the amount of working capital required
is disproportionately high in relation to turnover. The prevalent
low level of fixed capital in the country ties up large quantities
of resources as stocks and goods in transit, while the low level
of technical knowledge reduces the life and efficiency of available
capital equipment. Though wealthy Africans are quite numerous,
there is as yet no substantial class of domestic capitalists (as
there is in South-East Asia, for example), and the shortage of local
merchants has raised the capital needs of the large firms, by forc=-
ing them into small-scale wholesaling and the issuing of advances

to intermediaries.
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Social and economic conditions, too, militate against the
accumulation of capital by Africans for investment in commerce or
industry, and managerial experience is conspicuously lacking. The
U.KeTrade and Industrial lMission which visited the country in Marel
1959, deseribed the situation succinectly (if somewhat ungrammatic-
ally) s "This is partly due to inexperience in collective activity
in the formation and running of companies, partly to the dissip-
ation of capital among families as it is accumulated and its dis=
integration on death, partly to the temptations of quick and large
returns on property-investient or money-lending which could not
be expected from commercial or industrial enterprises., There is
also great difficulty in obtaining reliable credit ratings on most

prospective Ghanaian importers......"gg

Trade policy can be briefly described, The Gold Coast has
never had a preferential tariff, and the only pre-war restriction
on imports (apart from administrative controls over firearms and
potable spirits) was the quota on textiles imposed with effect fron
193% following the Ottawa Conference.ggﬂxchange control came with
the outbreak of war, and the familiar restrictions on expenditure
of "hard currencies" - especlally U.S. and Canadian dollars - have
persisted, though in greatly modified form. A system of import anc
export licensing is still in force, but the govermment's avowed in-
tention is to remove the mstrictions progressively: by the end of
1958 only imports from Japan and from dollar sources were affected

23

to any considerable extent.—=
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Generally speaking, the Gold Coast is an exporter of primary
commodities and an importer of manufactures., As Iable 7 overleaf
shows, the total value of its external trade has greatly increased
since the war and since 1950 has averaged seven or eight times as
much annually as in the five years to 1939. One reason for this
was the spectacular rise in the export value of the cocoa crop,

but the total value of imports has also risen steadily.

In the "boom year" of 1937, imports and exports had reached
the unprecedentedly high levels of £12m, and £16m. respectively.
During the war, though the volume of imports fell, the values of
imports and exports remained fairly steady. But from 1945 onwards
foreign trade expanded rapldly, rising in aggregate value from
£82m, to £189m. in the ten years to 1958, The value of imports
inereased each year, with the sole exception of 1954, rising from
£10m., to £96m. The rise in the value of exports has been less
regular, because of variations in the returns from cocoa: the peak
of £56m, in 1948 was soon surpassed, and in both 195% and 1958
their total value exceeded £100m,

As regards the balance of trade position, it will be seen
from Iable 7 that except for the record surplus produced in 1954
by the very high cocoa price there was a deterioration from 1951
to 1957, since the great increase in imports (partly attributable
to development expenditure) was not offset by sustained advance in

exports, The improvement in 1958 resulted from an increase of £13n
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Table 7 3 Value of Importsg and Ixports and Balance
of Visible Trade, 1935~58. %
Iigggis Lxports f.o0.be Baé%;;e
T e | TeE s Pt Wi
Averages -
1935-39 849 12,5 12,3 0s2 + 3.6
- 1940-ld¢ 8.0 12,9 12,4 0.5 + 4,9
1945-49 24,6 33.9 33.3 0.6 + 9l
1950-54 o7 92.1 90.3 1.7 + 9.8
1951 63:5 9240 90.0 2,0 + 28,2
1952 6646 8644 84,3 2.1 + 19.8
1953 7348 89.9 8840 1.9 ¥ 1641
195% 71.0 114, 6 113.2 1okt + 43.5
1955 87.9 95.7 95,2 0.5 | + 7.8
1956 8849 86.6 85.9 0.7 - 243
1957 96.6 91.6 90.9 0.7 - 5.0
1958 84,6 104%,6 103.8 0.8 + 20,0

Source s Statistical Abstracts No.1l (1956)3 Digest of Statistics,
Oct.19585 Economic Survey, 1958.

Note s Total forelgn trade (i.e. imports plus exports) rose from
an average of £21.4m, in 1935-39 to £58,5m. in 1945-49
and to £156,8m, in 1950-5%, In 1958 it smounted to £189.2m,

in the value of exports and a decrease of £12m. in the value of
imports. The former was entirely due to higher prices., The latter
was mainly due to reduced volume, but there was also a slight fall
in prices (see Iable A.5). Whether the previous deterioration is
likely to continue, as it did after 1954, or whether the volume of
imports will be curbed in future, it is as yet impogsible to say,
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but it will be appreciated that a persistent adverse balance of
trade, and unrestricted consumption of lmported goods, could

seriously hamper development,

The direction of foreign trade is shown in broad outline in
Table A,2. Britain remains the principal source of imports and
the principal market for exports (largely disposed of through
London produce markets), but its share of the trade has diminished
congiderably in comparison with pre-war years. It has a larger
share of imports than of exports, and at the end of the war was
by far the biggest supplier, with 63.8% of the total in 1946,
By 1958 this had dropped to 43.3%, owing to remnewed competition,
but was still nearly 4% times the immediate post-war value.
Japan's share meanwhile had risen to 10% by 1955, but fell to
8% in 1958, In that year the Netherlands became the second most
important supplier with 8.4/%, and Western Germany exactly regainec
its pre-war share of the market with 5,7%.

In the words of the U.K,Mission of 1959, "the post-war
sellers' market did no service to the United Kingdom, since for
a long period manufacturers and their representatives in Ghana
had too cagy a time. Those who paid too little attention to the
needs of the market and gained a bad reputation for delivery,
price, quality, servicing and the supply of spare parts, damaged
the reputation of the United Kingdom as a whole and made it easier
for our European, Japanese and other competitors when they were

ready to enter the field.“QF
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Significantly, the U.K.Mission's visit had been preceded by
visits of trade missions from Lgypt, India, the Netherlands,Czecho-
slovakia, Tunisia, Italf, Last Germany and Poland: missions from
Rusgsia and Yugoslavia were expecied later in the year.ggﬂeen comp=
etition, therefore, may be expected to continue, and it would be
fooligh to expect the British connection to be maintained simply

on grounds of sentiment,

Britain still has the largest share of exports too, and
although this fell from 51.7% in 1946 to 36,2% in 1958, the latter
percentage mpresented more than three times the value of the formel
Next in order of importance came the U.S,A., Western Germany, and
the Netherlands, all valuable markets for Gold Coast cocoa, which
acecounts for some 50-60% of total export earnings. In the 1956=57
erop season, indeed, Western Germany was the biggest puréhaser of
Gold Coast cocoa, with 53,025 tons, compared with 46,750 tons for
the UsSsAsy 46,289 for Britain, 39,200 for the UsS.S.R.y and 37,65C
for the Netherlands.gg(Russian purchases in that year were larger
than ever before, and accounted for the sudden increase in its
share of the export trade). Since the 9% tariff on cocoa project-
ed by the European Common Market could damage this flourishing
trade with Germany, Britain and the other Commonwealth countries
have tried to take action through the G.A.T,TI. to mitigate such

discrimination,

Trade hetween the Gold Coast and Commonwealth countries other

than Britain 1s on a relatively minor scale, although imports are
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in some cases large enough to be important to the countries of
origin. In 1957, for example, imports from South Africa exceeded
£1,5msy while those from India, Hong Kong and Canada were each in
the region of £lm. ©Since the Gold Coast became independent, trade
agreements have been negotiated with a number of smaller countries
(eegelsrael) and although some of these are unlikely to have much
effect, it 1s interesting to note that the percentage of total im-
ports bought from minor suppliers has steadily increased since 194
In the three years 1956-58, this included imports worth nearly £3m.
on average annually from neighbouring French territories, mostly

cattle for food.

The fact that exports to the dollar area have been consist-
ently higher than imports from it has achieved for the Gold Coast
gince the war a position as a dollar-earner second only to Malaya
among Commonwealth countries other than Britain, Its current sur-
plus with dollar countries rose from £5,3m. in 1957 to £8,5m. in
1958, mainly because of an increase in the value of cocoa exported

to the U.,S.A. and a decrease 1ln dollar i.mpo:f’t:-l.‘2"-6

EXPORTS,

Exports from the Gold Coast have averaged more than £95m, in
Value annually since 1951, This is nearly as much as Portugal's
present-day export trade, and approximately three-quarters of the
value of current exports from Turkey, Ceylon, Nigeria, lMorocco or
the Irish Republic., Congidered in relation to population, the
average value per capita (over £20 in 1957) is certainly higher
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than the corresponding figure for most under-developed countries.
Ags reference to Iable 2 will confirm, however, the capital struct-
ure of transport and communications bearing this volume of trade is

still inadequate by modern standards.

Table 8 on the following page shows the values and quantities
of the principal exports since 1945, ELven apart from the prepond-
erant importance of cocoa, the lack of diversity is immediately
apparent, No more than five primary commodities (counting logs and
sawn timber as one) account for over 97% of the total value of ex=-
ports. Nor is cocoa the only one whose price on world markets is
~ subject to wide fluetuations. The demand for industrial diamonds
(of which the Gold Coast is one of the world's largest producers)
depends on the maintenance of a high level of industrial activity
in the U.S.A. and Western Europe and is stimulated by stock-piling
requirements, which cannot be regarded as a permanent feature of

the market.

Demand for manganese and bauxite is similarly dependent.
It is related too to world demand for steel, recent increases in
which have not only stimulated consumption of manganese but also
encouraged the use of such substitutes as aluminium, In both cases
though, strong demand may lead to running-down of accumulated stock
rather than increased purchases, so that little or no benefit acc-
rues to producing countriesy this is in fact what happened in the
1955 "boom", As for timber exports, a major determinant of demand
is the demand for furniture in Britain, which in turn 1is greatly

affected by government policies on credit and hire purchase.
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Table 8 ¢ Values and Quantities of Principal Exvorts, 19%5-58,

QUANTITY ‘.
it Mang- Dig=- Timber Timber
YEAR Cocoa Gold anase mends | (logs) (gawn)
000 tons | 000 f,0z.|000 tons |000 cts., | 000 ceft.|000 e.ft,
1945-
50 av, 232 620 690 910 59393 872
1951 230 692 806 1,763 9,131 2,703
1952 212 705 7% 2,13% 7,528 3,028
1953 237 733 746 2,16k% 10,389 %,700
195% 214 788 448 2,129 12,615 54231
1955 206 72% 540 2,276 16,903 64,440
1956 23% 599 636 24519 19,617 74335
1957 260 788 641 24931 2%, 53% 7,726
1958 197 Tle Cle e Se Tle Qe el Neae
/ ALUE - £millions £,04bs
YEAR Mang- Dia- Timber Timber
Cocoa Gold anese monds | (logs) (sawn)::
1945~ .
50 ave 27.3 5‘.9 3.0 1.2 1.5 0.""
1951 6043 8.6 T2 6ot 3.2 1.8
1952 52.5 9.2 8.3 5’.L+ 2.3 1.9
1953 56,1 Delt 8e7 3.9 362 2.6
1951'1' 8"“.6 9.8 5.1 )+03 3.6 300
1955 65.6 9.0 Hs2 565 Yo 3.7
1956 51.0 y {75 7+0 749 5¢2 4.3
1957 50,9 %48 9.0 9.0 Sk 4,6
1958 62,3 10.6 8.6 8e7 642 4.8
195k <
58
Avge. 6249 943 740 Tad 560 4,1
% of )l g4,3% . 5% 1% 2 1% 4,2
total)] .3 9 5; 7el7 7 5 %Tﬂ

Source ¢ Digest of Statistics, Oct.19583; Economic Survey, 1958;
Statistical Abstracts, No.l (1956).

Note ¢ Percentages relate to total domestic exports.
shown accounted for only 2.6% on average in 19

Sawn timber includes veneers from 1950.

Those not
5"*"'580
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ixcept in the case of timber, the export gquantities in

Table 8 may be taken to mpresent actual output. Mining for gold,
manganese and dlamonds has long been established: the industry is
largely owned and managed by British firms, although a growing
number of Africans now hold diamond concessions which produce over
4% of the output. Bauxite production began during the war, ex=-
panded repidly, and has averaged about 100,000 tons annually since
1951, Exports in 1953 reached a peak value of nearly £3m. but al=-
though the industry is a valuable addition to the economy its oute-
put is still of comparatively minor importance. <The posgition will
of course be greatly changed if the Volta River hydro-electric
scheme is carried out and electricity can be supplied for the loca.

manufacture of aluniniwuam,.

The annual value of exports other than cocoa has continued
to rise during the last twenby years. It was £5.,8m, on average
in 1935-39, £11.%m, in 19%5-49, £28,7m. in 1950-54%, and over £40m,
in 1957 and 1958, The post-war increase was due in the main to
rising world prices: output of gold and manganese has shown little
tendency to expand. ©OSome small gold-mining companies, in fact,
have been unable to operate profitably and have gone out of pro-
duction, while four others have been supported by government sub-
sidies. Diamond production rose from 1951 onwards and since then

has averaged nearly twice as much as before the war.

Exports of timber, on the other hand, have steadily increase
both in quantity and value, the post-war production of sawn timber

and veneers being a particularly welcome development. In 1958,
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more than a fifth of Britain's requirements of hardwoods came from
the Gold Coast.gyﬂxport figures conceal the fact that a large part
of the output of sawn timber ig consumed locally: from 1954 onward
this averaged about 3ms cubic feet a year, compared with an averag
export of about 7m. cubic feet, ©Sawn timber from modern sawmills

is gradually ousting that produced by the traditional but primitiv

and wasteful African method of pit-sawing,

Exports of foreign produce deserve further brief mention.
Their value in gsome years rcached £2m, but is usually much less
and forms only a minor part of export earnings. They consist
mainly of oil fuel and stores supplied to ships, and manufactured
goods (especially textiles and hardware) transported overland to
French Togoland and Nigeria. An entrcpot trade may develop when
the new port of Tema is in operation and further advantage can be
taken of improved internal communications, but there is little

sign of it as yet.

To recapitulate, it may be said that although future pros=-
pectg for established export industries appear to be masonably
good the nreponderance of cocoa and the lack of diversity in the
range of export products constitute mal weaknesses in the economy,
Nigeria's more diversified export trade provides an interesting
contrasts In the five years to 1953, this averaged over £100m,
annually in value, of which cocoa accounted for 22.3%; palmeoil,
kernels and groundnuts together for W8,1%; and seven other exports

, 28
for a total of 255k Further, the dependence of the Gold Coast's
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export trade on the level of economic activity in manufacturing
countries means that earnings from it are difficult to predict

and lisble to considerable variation from year to year.

IMPORTS.,

The Gold Coast's imports have averaged nearly £80m, in value
annually sinece 1951, which is about £15m. lower thanthe equivalent
figure for exports and represented about £17 per capita in 1957.
Tgble 2 below sets out the quantities of nine lmportant cbmmoditie:
imported each year in the post-war period, while Iable A,3 summare

izes all imports for the lagt five years by end-use.

As might have been expected, finisghed consumer goods bulk
large; they account for over half of the total value annually.
Textiles and clothing (17.8% in 1958) and food, drink and tobacco
(16.5%) are the main groups, but imports of most of the principal
consumer goods have shown an increase since the war, though not
always a steady one, Yearly variations are largely due to the
fact that importers tend to base their orders on estimations of
payments to be made to cocoa~producers: hence the particularly
large import of textiles in 1955, for example, (The inevitable
delay in increasing imports which will absorb expanded purchasinge-

power is one of the factors which make for instability in the

economy.)

Imports of most items listed in Igble 9 are now at least
four times as much as before the warjy imports of bicycles have

increased tenfold and of petrol, sixfold,
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Table 9 3 Quantities of Selected Imports, 1947-58.
s Cotton| < 3 4 5 6 7 8 ?
Piece |Wheat |Sugar Kero- |Bi- Corr. [Ce~ |Motor | Cars
YEAR |Goods b}f&? s sene |cyckes Sigggs ment [Bpirit roprie
m.8q. | 000 000 e ey odo 555 | 7T —_—
yds. |tons. |tons, |8als. ooo'? Pl e Eéls. ooo'sﬂ
i7-)
50 ) 73 14 9 ] 3% 5 131 16 L
av. ————— ol e i il | g, i —
1951 83 25 15 6 37 11 222 23 5
1952 73 27 1k 8 42 5 17% 25 5
1953 | 96 29 21 8 5 14 234 26 7
195% | 95 31 23 7 32 15 233 ¥ | 6
1955 | 116 33 28 9 43 17 295 34 8
1956 | 85 35 31 8 23 13 320 35 10

1957 | 97 50 35 11 25 19 ek 43 10
1958 6? l+l+ 36 fle cle 12 TNedie Nee Tle 8o 1l Qe

57) 98 37 29 9 32 15 280 36 8

Source : Digest of Statistics, COct.1958; Economic Survey, 19583
Statistical Abstracts No.l (1956 |
loteg ¢ (1) Since some units of guantities differed in the various
gources, a few of these figures have been partly est-
imated, Col,& inecludes aviation spirit, and Col.9 in-
cludes chasgis wlith engines.

(2) Imports by end-use are shown in Table A.3.

As regards consumer goods, it has been pointed out that in compar-
ison with Nigeria the Gold Coast imports a larger proportion of
commodities outside the list of "staples of trade", which is evi=-
dence of the higher standard of living of its p90ple.§?Even in
1952, Seers and Ross had noted that imports of luxury goods were

increasing faster than those of semi-1uxu,:t'fl.es,,’:-5--9
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It 18 hard to distingulsh any evidence of trends since 195%
in the statisties of imports by end-use gset out in Isgble A,3., The
relative insignificance of industrial activity is however emphas-
ized by the small proportion of imports in the category of non-
durable producers' goods, although thls has shown some tendency to
expand, The proportion of durable producers' goods rose from 195%
to 1956 but then fell away, probably because of the slackening in
government development activity during the subsequent two years.
The significance of the greater quantities of constructional mate
erials, moter spirit, bicycles and vehicles imported since the war

(see Igble 9) has already been referred to.

The clearcst general picture of recent changes in the import
trade is probably that given by the indices of volume and value in
Table A,5, It is evident that import prices have remained fairly
steady from 1948 onwards: a sharp increase in 1951 was continued
through 1952 but soon fell away thereafter, so that the average
value index is now only some ten points higher than it was ten
years ago. Volume, by contrast, doubled between 1948 and 1953,
continued to rise and has remained high., (In passing, it may be
noted that when Seers and Ross warned against inflationary dangers
in 1952 the indications were that import prices were going to rise
fagter than volume, See the import indices for 1949-50-51 in
Table A.5).
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TERMS OF TRADE.

Even at a conservative estimate, more than a quarter of the
Gold Coast's national product is exported., Its eccnomy is heavily
dependent on foreign trade, which is vital forfthe maintenance of
existing standards of living, and changes in the terms of trade
are therefore of great importance., ©OCome degree of caution must
however be exercised in applying this familiar concept to an econ=-
omy still in a comparatively early stage of development, with a
diminishing but still considerable subsistence sector. Lack of -
specialization in economic activities, as well & the paucity of
reliable data, means that any conclusions drawn must be subject t

reservatlons,

"The terms of trade betwesn primary and manufactured commode
ities entering into international trade noved against primary comms
odities for the sixty years between 1873 and 1937. During this
period primary commodities lost nearly 40 per cent of their value
in terms of manufactures. A considerable deterloration in 1937
and 19338 was followed by improvement in the succeeding years
different countries were affected in very differeant ways, accorde
ing to the market for their product, the type of commodity sold,
and the timing of their exports in relation to required imports".
So sald the committee of experts who reported to the United Nation:
in 1951 on "lMeasures for the Economic Development of Under-Develop-
ed Countries"3X Critics of the British administration in the Gold
Coast, maintaining that such a deterioration took place in the

terms of trade of cocoa producers before the war, have even impliec
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that somehow this was the fault of the authorities.ég

Available evidence of such long-term trends ig apt to be am=
biguous and misleading, however. Contrary movements, which are
often considerable, can take place in the shorter term, and the
whole situation can be transformed by technical progress. Long-
term coumparisons, too, become a somewhat hazardous undertaking in
particular cases: the couposition and quality of imports, for ex-
ampley are subject to change. An apparent deterioration in the
terms of trade of primary producers, in fact, may be quite consist.

33

ent with a rise in their real incomes:=—=

In the shorter termy one is on safer ground. Indices of
Gold Coast terms of trade as the ratio of f.o.b. cocoa prices to
average c.1l.f. prices of imported textiles have been published by
the United Africa Company for the period 1936-%7.—&According to
these, there was an unfavourable movement until 1944, followed by
a spectacular improvement, but this method of calculation had ob=-
vious limitations. A more far-reaching investigation by P.T.Bauer
for the period 1935-37 to 1951 gave indices of the terms of trade
of cocoa-producers as the ratio of producer-prices paid for cocoa
to the "landed costs" of cotton piece-goods, and the movements in
these are represented in Diggram 3 Opposite.égﬁxtrapolation of lat:«
indices on preéisely the game basis is not practicable owing to
imperfect knowledge of Bauer's methods, but independent calculate

ions for 1948=57 have been made as in Iable A4 and additions made

to the Diagram for comparative purposes.
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Despite reservations mede necessary by the method employed
and changes in the base year (which should be particularly noted
in studying the Diagram), these indices probably give a reasonably
accurate impression of the changes which have taken place. Prima
facie, they indicate that a steady improvement from the low point
of 1943 up to 1948 continued, with only two minor checks, until
1956, This is confirmed in a general way by actual observation of
farmers' prosperity. Whether the unfavourasble turn in 1957 1s teme
porary only or marks the beginning of a new trend is at present a

matter of conjecture,

Official indices for the t 'erms of trade of the Gold Ceast
have been published for the period 1948 onwards, although 1954%
has now replaced 1948 as the base year. These are computed from
average values of all imports and all domestic exports, as set out
in Table A,54 and are charted in Diagram 4, opposite. The generall;
favourable movement between 1948 and 1954, indicated by a rise in
the index from 100 to 174, gave way to an unfavourable one during
the next three years, but this was reversed in 19538. As was to be
expected (because cocoa forms such a large part of total exports),
there is a fairly close correspondence between this index and the
average export price of cocoa per ton, which also reached a peak
in 195%, Tfell away during 1955-56-57, ac recovered partially in
1958, (See Column 3 of Table 4).

It appears that from 1954+ onwards there was considerable di-

vergence between cocoa producers' terms of trade and those of the
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country as a whole, Whereas the latter became more unfavourable
until 1957, the former actually improved and remained more favour=-
able than they had been in 1954, (See Diagvems 3 & 4). The rea-
son of course was that slthough the export price of cocoa fell
awvay in the manner just described, the producer price never fell
below the 1954 level., (See Tables A.1 & AJ4), In other words,
the price~-policy of the Cocoa Harketing Board maintained the trad-
ing position of cocoa farmers in a period when that of the country"
as a whole was deteriorating, Owing tothe close relationship be=
tween the incidence of the export duty and the selling-price,
however, the government's receipts from this source in the same
period were very greatly reduced. (See Table 5). In the 1955=56
and 1956-57 seasons, it will be mcalled, the Board suffered oper-

ating losses. (See Diagram 2),

Changes in the volume and value of imports and exports during
the last ten years may novw be summarized. The average value of
importe and the volume of exports have remained Tairly constant,
The average value of exports has varied congiderably and the vol=-
ume of imports has steadily increased. The favourable movement 1in
the country's terms of trade was reversed from 1555 to 1957,
chiefly because of falling cocoa prices, but improved in 1958
when the world price rose, It should be noted however that the
accuracy of the export index is limited by the relatively small
nunber of export items and by changes in their relative importance,
For this reason it would be unwise to place too much reliance on
the actual extent of variations in this index, or on the terms of

trade index derived from it.
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BALANCE OF PAYMENTS.,

Export proceeds now buy more, in terms of imports and dome-
estiec goods and services, than they did before the war, and this
is the chief reason for the improvement in living standards and
in the Gold Coast's finances. Although the economy remains sen-
gitive to price fluectuations in world markets, Cocoa lMarketing
Board reserves are an important safeguard against domestic reper=-
cussions and those held by the government provide means for fine
ancing further d evelopment., In this situation, the balance of
payments position and the extent of overseas -balances are partic=

ularly relevant: they must now be briefly examined,

Official balance of payments estimates for 195%4-58 are set
out in Table 10 overleaf. Diagram 9, also cverleaf, reproduces
changes in the balance on current account, and in the balances of
vigible and invisible trade since 1950, as shown in Zable A.6.
Larnings from cocoa exports, it is clear, are again of outstanding
importance., Characteristically, there is an adverse balance of
invigible trade, due in the main to the burden of payments for
freight and insurance on imports, the cost of sea and alir passages,
expenditure abroad by Gold Coast residents, and earnings on invest=-
ments made in the country by non-residents. This has recently
shown a tendency to inerease, and in both 1957 and 1958 exceeded
£18m, The country must therefore earn enough to pay for required

imports and also to meet this adverse balance.
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Table 10 & Balance of Payments Egtimates, 195%-1958.
GG £ m,
1954 | 1955 | 1956 | 1957 | 1958
CURRENT ACCOUNT
Receipts. ! L
A, Goods and Services, ! : : _ :
Merchandise . . . . . ° 110 91 78 8"" 96
Non-monetary gold « + « o 10 ‘9 Ay 10 11
Transportation & insurance ., 1 1 1 2 2
Travel . CRRY R e e 1 1 1 1 &
Investment income .« s . 4 -E -5 4} 3
Miscellaneous: s+ % & ¢ 4 15 1 19 20 22
Total goods & services 1| 121 | 131| 122 | 137
B. Donations 1| Oul 1] 047 | 05
Total current receipts - 142 | 122| 112 122 | 138
Payments. -
A. Goods and Services. ; . S ;
Merchandise . B . . 66 83 82 89 78
Transportation & insurance . 9 10 11 12 12
Travel [ ] L ] L ] L ] L ] L] L L] 2 % g % 3
Investment income .+ <« .+ 6 ' : B ¢
Miscellaneous s+ « & o 17 17 22 2% | B9
Total goods & services 101 | 119 125 | 136 | 126
B. Donations » 1 1 7 ! 1
Total current payments 102 | 120 | 126 | 137 | 127
Balance on current account + 41| +2| =13 |- 1% |+ 11
CAPITAIL ACCOUNT
Receipts - Private . . . & L 12 9 b | O.k
Official & Banks . . - - w1 13 2
Total capital receipts | 12 13 17 2
Paymentg ~ Private . . . . 5 2 - 3 | 8
Official & Banks . 40 12 - - B
Total capital payments e 14 - 3 13
Net capital transfers « 4]l | «2 |+ 13 [+ 1% |- 11

Source : Economic Survey, 1958,

Note : Apparent discrepancles due to rounding.
"liiscellaneous" receipts & payments were mainly private.

Figures have been converted to a payments basis.
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As the Diagram clearly shows, the highly favourable balance
of visible trade attributable to cocoa earnings reached a peak of
£53,6m, in the record year 1954, when the surplus on current ace-
ount was £40,7m. In the following three years, reduced cocoa earn=
ings and a greater volume of imports led to srious reductions in
the balance of visible trade and consequential adverse effects on
the balance of payments., In 1956 and 1957 there were deficits for
the first time, but increased cocoa earnings and reduced imports

produced a surplus again in 1958,

These deficits,y following as they did a series of healthy
surpluses, emphasized one of the dangers attending the energetic
prosecution of development policies. The volume of imports is
determined primarily by the amount of purchasing-power in circul-
ation, and this in turn depends largely on three sets of payments 8
C.l,B. payments for cocoa, government expenditure, and private cape=
ital investment. Cocoa payments have been kept fairly constant,
and private capital investment (much of which was in houses and
commercial buildings rather than in directly productive enterprise)
has shown no marked tendency to expand, so that in effect govern=-
ment expenditure is the main determining factor. Increasing much
more rapidly than domestic production, it has generated purchasinge
power Which stimulated the rise in imports., Between 1950 and 1957,
according to official estimates, imports increased by 82% at con-
gtant prices, compared with a growth in domestic production of
under 25%.§§Hence the balance of payments difficulties of 1955,
1956 and 1957.
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Since the world cocoa price can hardly be expected to come
to the rescue in future years as opportunely as it did in 1958,
difficulties of this kind are bound tomecur, and a worsening of
the balance of payments pogsition must be accepted as one cost of
inereased development activity. This need cause little anxiety
so long as aggregate expenditure on imported consumer goods can
be prevented from rising faster than export earnings and domestiec
production, for the long-term solution is a more diversified econ=-
omy and the further expansionwhich can be achieved only by a high
rate of investment. A temporary deterioration, in fact, may be
not only necessary but desirable in the country's long-term inter-

ests.

Seers and Ross in 1952 discussed the same problem from a
rather different point of view. "The problem of paying for Dev=-
elopment", they wrote, "1s really this: how large a balance of
payments deficit can the Gold Coast incur during the Development
period? This can only be answered by assessing how large a for-
eign exchange reserve must be held to finance possible trade def=-
icits in periods of depression, or in periods when import prices
rise much faster than &port prices. The difference between this
necessary reserve and the Gold Coasgt's total holdings of sterling
is the amount that is really avallable for Development finance.
And by Development finance we mean financing a trade deficit that

is due to increasing inVestment".é?
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Table 11 : Regional Balance of Payments on Current Account, 1954=58
3 ; .ﬂéo
195% 1955 1956 1957 1958

Sterling Area + 16.2 - 4,9 | = 22,1 | = 15,6 - 7.0
Non=-Sterling Area

Dollar countries | + 13,9 | + 12,2 | + 12,2 + 5.3 + 8,5
0,E.E.Cicountries| + 10.2 * 109 > 8.5 2 6-9 + 1701
Other countries + 0k | = 7% | «11,9 | - 11,0 | = 7.8
s ¢t a'l + 24,5 + 6.7 + 8.8 + 1.2 |+ 17.8

G Tot ;. ,+0|7 + 108 - 1303 - l)'i‘o)'l' C+ 10,0

J

Source : Economic Surveys, 1957 & 1958.
Note : Figures for O.E.E.C. countries include those for possessions.

The regional balance of payments position for 1954=58 is
summarized in Tagble 11 above. ©Since the Gold Coast shares in the
advantages and disadvantages of membership in the Sterling Area
and makes the bulk of its payments for "invisible" items to Britain
the degree of corresrondence between its over-all net balances and
those representing its current account with the Sterling Area need
occasion no surprise. Deficits with the Sterling Area are however
nothing new. Net surpluses with dollar countries, on the other
hand, have continued to make a useful contribution to the dollar
reserves of the Sterling Area. Unrequited imports from Japan
were largely responsible for the adverse balances with other none

sterling area countries outside the O.E.LE,Ce.
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OVERSEAS BALANCES.

Official estimates of the nominal value of overseas balances,
the bulk of which is in sterling, are shown in Iable 12 overleaf.
Tﬁe figures given include overseas assets of the public sector,
banking institutions, public corporations and higher educational
institutions, but not those of private enterprises and individuals.
In December, 1958, the total of £189m. included £68m. and £52m. to
the account of the Central CGovernment and Cocoa Marketing Board
respectively, and £40m. of counterpart sterling funds for currency
issued in the Gold Coast. Over 80/ were long-term assets, made up
of securities due to mature at least a year from the time of ac-
quisition. Short-term assets, consisting of securities maturing
on demand or within a year (such as treasury bills) and liquid
funds, amounted to £35m., nearly half of which was accounted for
by funds held by the Marketing Board for its operations, and most

of the remainder by currency reserves and the assets of banks.

The great post-war increase in overseas balances, it 1s clear,
was principally die to the combination of export surpluses and high
cocoa prices, From 1950 to 1955, they rose by more than £21m, on
average annually, which represents nearly 235 of total export earn-
ings and is a very high rate of exchange savings., The balance of
payments deficits of 1956 and 1957 were met mainly by running down
the country's overseas assets, but they rose again in 1958 when

there was again a surplus on current account, as the Table shows.
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Table 12 ¢ Overseas Balances of the Gold Coast, 1949-58.
(Nominal value at 31 December : £ m,)
) # 2 3 4 5 6
Central Cocoa | Commer~| Other Curr-
YEAR Govt.s | Board | cial |Instns.| ency Total
Banks Reserves

1949 17 31 - 5 29 83
1950 19 52 4 7 32 113
1951 30 63 3 6 35 137
1952 35 61 7 6 36 145
1953 39 66 10 10 35 . 160
195% 76 66 11 2 37 197
1955 8l 63 14 12 38 211
1956 79 52 12 13 41 196
1957 69 50 11 15 38 183
1958 68 52 14 15 40 189

Source ¢ Economiec Surveys, 1957 & 1958,

Notes ¢ (1) "Other Institutions" include public corporations,
local axthorities, colleges, private institutions, ete,

(2) Bank of Ghana reserves included with currency res-
erves for 1957 and 1958..

More effective use might obviously be made of these balances
for the development of the Gold Coast, md action has recently been
taken by the CGovernment to this end., Government assets have of
ecourse already played a part, both by yilelding interest of £2m,-
£3m, a year and by creating an impression of stability encouraging
to potential lenders and investors, and will provide much of the
finance for the Second Development Plan which has just begun.
Marketing Board reserves provide a safeguard against future de-

terioration in the cocoa price, and must therefore be maintained
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at a reasonably high level, but they are now being invested to an
increasing extent within the country. The Board has also made

large loans to the government.

As regards the currency reserves, it is generally agreed that
however useful the colonial currency system may have been in the
past the requirement of 100§ backing in sterling is unnecessary,
since it is inconceivable that the whole of the domestic issue
should disappear from circulation. "Some governments,”" writes
Professor W.A.Lewis, "are themselves hoarding on a large scale,
in so far as they continue to back their domestic currency fully
with foreign exchange.".?The Bank of Ghana issue which in 1959
replaced the West African Currency Board money is apparently still
backed in this way, but it seems to be the intentionthat counter-
part funds should be scaled down in future and the assets so re-

leased used for more productive purposes.

This note concludes our study of post-war changes in the
country's external economy, and attention turns in the following
pages to changes in its internal economy. (The distinction, of
course, is an artificial one and is made for ease of analysis only).
1t is not proposed to attempt a comprehensive examination, but in-
stead to concentrate on those changes which are significant in re-
lation to economic growth. Accordingly, we shall seeck evidence of
inereased savings and capital formation, the growth of industrial=-
ization and the exchange economy, the expansion of domestic output,
and the diversification of the economy generally. Some obstacles

to growth will also be mentioned.
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POST-WAR DEVELOPMENT.
PART 111 - THE INTERNAL ECONOMY.

NATIONAL INCOME AND CAPITAIL FORMATICN.

Anyone setting out to examine the Gold Coast's internal econ-
omy is in much the same position as an observer called upon to de-
seribe the geography of an unfaﬁiliar country briefly seen.from a.
high-flying aireraft. In both cases some relevant information will
have been obscured or inadvertently overlooked, some will ﬁave apﬁ-
eared in a misleading light, and it will be hard to distinguish
many major features and the relationships between them. For the
observer's purpoées, a map would be invaluable: its equivaient foﬁ
the student of economic growth is a reliable series of national

income figures.

National income accounting 1s a systematic means of collating
all the principal statistics relating to a country's economic lifq
and has come to be accepted in "Western" countries as a vital part
of budgetary planning and an indispensable tool of administ;ation{
Controversy persists concerning application of the technique in
under-developed countries = Professor S.H.Frankel's objections in
particular deserve mentionég- but although difficulties of principle
and practice are formidable the increasing attention paid by governs
ments and international organisations to the preparation of national
income statistics, and the increasing use made of them, is testimonj
that the effort involved is worth while. As Miss FPhyllis Deane
said in her pioneering study, "even a crude attempt to combine and
systematise the available data increases the sum of accessible in-

formation which could form a basis, however shaky, for economic
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policy decisions, and strengthens the argument for attempting a

full-scale local ealculation in each colony.“Eg

The difficulties must not be under-estimated, however, and
although the contemporary investigator may regard them as less in-
surmountable than did Professor Frankel, he would be rash indeed
to proceed incautiously, or to push the interpretation of his re-
sults further than their origins really justify. 5o far as West
Africa is concerned, most difficulties are due to fundamental diff-
erences between its economic conditions and those of advanced coun-
triesy; the extent of subsistence production is a notable exauple,
They have been well described by A.R.FPrest and I.G.2tewart in their
report on the Nigerian National Income in 1950-51, which repeatedly
emphasizes theat countries like Nigeries do not have the highly spec-

1alized economy to which we are accustomed.‘}

In the Gold Coast, 28 in Nigerie, production and consumption,
or consumption and investment, may be inextricably commingled, and
a "farmer" may engage almost simultaneously in agriculture, trans-
port and distribution., It follows that economic distinctions, and
reasoning based on the phenomenon of exchange in the market, may
have little relevance to such circumstances, and thot conclusions
drawn from national income statistics must necessarily be tentative
and limited. A warning by Dr.Prest may be quoted : "Any attempt to
apply a standard pattern of accounts in a purely mechanical fashion
to all verritories, tropical or non-tropical, Asiatic or African,
is most unlikely to be revealing. It is the crassest blunder imag-

inable to think that economic differences between these territories
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are small and insignificant. Only those estimates which do recoge
nise the special characteristics of individual territories are

Lo
likely to be of real utility."—

The Seers and Ross Report of 1952 included estimates of the
Gold Coast's national income in the years 1948-49 to 1950-51, but
(as the authors admitted) these showed little detail, took no ace-
ount of subsistence production, and were based for the most part
on very slender evidence, More detailed tables, covering the
period from 1950, were published by the Government Statistician in
1955 and 1957, but these too were provisional and far from complete.
("Miscellaneous incomes" accounted for £145m, of an estimated Gross
Domestic Product of £276m. in 1957.) They were suporseded in 1958
by substantially different figures making use of budget surveys and
including estimates of subsistence~farming and self-employment,
The seien tables then published are reproduced below as Iables
43:12.‘5

Considerable achievement though they are, these Tables are
rudimentary compared with the information issued annually in Brit-
ain and much less informative than the calculations made by Prest
and Stewart in Nigeria. Chief among thelr deficiencies is the ab-
sence of figures based on the "output approach" (i.,e the summation
of net outputs.of, or values added by, different sectors), which
deprives us of the brief outline of the country's economy which

would have been shown by the industrial origins of its Domestic

Products The absence of supporting tables and a commentary is a

further drawback, though a fine break-down was hardly to be expecter
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Iable 13 : Expenditure on Gross National FProduct at Market I'rices,
1994-1958,
£ me
195% | 1955 | 1956 | 1957 195§ﬁ
Private consumption expendre. 23%,5| 244.3| 273.2| 281.3| 273.9
General govt.,consumption expre. | 27.1| 30.8| 33.6| 36.6| L40.5
Gr.domestic fixed capital form., 33,9 L2, 45,31 43.,3| 40,7
Increase in stocks IR 2.9 3 Ot | =1.1| =5.9
Exports of goods & services 122,0| 102,2| 87.8| 96.0| 109.9
Less : imports e o o o |=77e2| =96.1| =96.6 [«10%4,7| =92.9
Expendre.,on gross domestic
product |348,2)| 327,95 M3.7 | 3514 | 366.2
Net factor income received from i
rest of world . -J+.5 -3.5 "']"'02 =52 '5'_@_
Expendre.on gross national pro=-
duct at market prices . . [343.7| 324.0| 339.5| 3+6.2| 360.6
e - e ; =
Iable 14 : Private Consumption Bxpenditurs. Fm.
195% | 1955 | 195 | 1957 | 1958
l‘OOd . . . . . . . . 123.6 128.9 ll+8.‘7 153.1" 1)+6.9
Drink & tObaCCD . . . . . 120»8 13.2 111-.2 l’+o 13.8
Fuel & light P . 10,6 10,8 11,7 12,0 12,7
Clothing/personal offects . . 38.2| 39.2| 42,2| 43.,2| 40,5
Furniture/household equipment 12,9| 13.2| 14,2| 14,6| 15,k
Transport/communication P Q37 | 1Le3 1127 13.6| 13.5
Personal care/haalth . . . 3.3 30‘+ 3.6 3;7 3.9
Household operation N . 2.7 2.8 3.0 340 | " 3.2
Rent & water charges g T 9.3 9.6 9,9 10.1| 10.%
Reereation/entertainment . . 1 1.8 2.0 2,0 241
Miscellaneous services A 8.0 8.2 8.8 9.0 9.5
Expre.of residents abroad . . 24 2aDals . 351 3.2 3.2
Less : expre.,of non-residents =10 =0,9| =0,9| =1,0| <«1.2
Total private consumption
expenditure 234,5 | 244,3 | 273.,2 | 281.3 | 273.9

Source of Tables 13 & 14 s

n e e

EconomiE-Survey, 1958.
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Table 195 ¢ Gross Capital Formation by Type of Asset , 1954-58,

£ m.,

1954 | 1955 | 1956 | 1957 | 1958
Building and construction . 23.7| 25.0| 264 25.,6| 24.3
Plant, machinery & equipment 10,4 | 12,2 144 13.1| 12.1
Other fixed assets " 4,8 5¢3 4,5 4,6 4,3
Gross fixed capital formation 38.9| 42.5| 45.3| 43.3| 40.7
Increase in s tocks 5 2.9 3.8 Out| =1,1| =5.9
Gross capital formation % 41,8 46,3 | 45,7 W2.,2| 3M4.8
Table 16 : Gross Fixed Capital Formation by Sector, 1954-53. £ m.
L0195 | 1955 | 1956 | 1957 | 1958
Persons " . INe2 | 357 | 18.041. 1742 - 1642
Companies . . 5¢2 5.6 7.9 8,2 8e3
Central Government . 13,0 12.9| 12,5 9.0 7.6
Railways & harbours & h,2 5s3 3.8 4,7 R
Other government ¢ 1.3 2.0 2¢3 2.3 2.3
Publie Bosards . 1.0 1.0 0.8 1.9 1.9
38.9| 42.5| 45,31 L3.3| 40,7

Table 17 ¢ lncome Shares in Gross National Froduct at Factor Cost

Gross fixed capital formation
S e

tor Cost.
# L.
195% | 1955 | 1956 | 1957 | 1958
Income from employment . 76.3| 84,0 | 86.,1| 89.%| 92,0
Income from self-employment 163.6 | 161.5| 191.5| 183.,2 | 195.0
al Income from property " 9.0 9.2 9.4 9.6 9.9
bl Gross profits of companies &
surpluses of boards & corporns. 77.6| 49.8| 30.,0| 4o.%| 40,0
Income from govt.property . 3.0 a7 3.1 3.1 4.5
Gross national product
at factor cost . 329,5 | 307.2 | 320,1| 325.7 | 341k

Source of Tables 15-17 : LEcononic
Note (Table 17)

Symbols -

b

Survey, 1958,

= Net of transfer incomes,
= Including capital consumption

allowances, export duties &
direct taxes,



Table 18 : General Government Hevenue, 1954-58., £ m.
1954 | 1955 | 1956 | 1957 | 1958
Income from property &
entrepreneurship 3.0 2.7 33 3.1 4.5
Indirect taxes ¢ o w0156 | 376 | 319:8 | 20:8| 193
Direct taxes o+ « « + o | 48.2 | 344 | 20,5 | 24,0 | 35.5
Current transfers from
households . 0.9 1.0 1.0 : 1§99 A 1.2
Total 67.7 | 55.7 | b4 | 49.0 | 60.5
Table 19 : Genersl Government Expenditure, 1954-58, £ me
195% | 1959 | 1956 | 1957 | 1958
Consumption expenditure
Compensation of employees 18.0 19,6 20 .6 21,2 | 23.4
Net domestic purchasss of
goods & services ., 9.1 | 11.2 | 13.0 | 14,0 | 15.3
Net purchases from the
rest of world . - - - 1.k 1.8
Interest on public deht
Jomestic . . . . . 003 OIL" 007 007 007
Abroad . L] - L[] & - 003 C.Li' 002 U.l 0.1
Sub51d19§ . . ) L] . . 1."“ Ota O.h‘ 003 0.1
Current trasnsfers to hiouse-~
holds & non-profit organis-
ations . . - . . . . 1.5 l.? 1.8 2.1 2,1
Total 30.6 | 3.1 | 36.7 | 39.8 | 43.5

Source of Tables 18 & 19 : Economic Survey, 1958.

liotes
Authorities.,
authority 'poll taxes'
and royelties paid to

'General Government' includes Central Govt.& all Local
Direet taxes include income tax, local

export duties on cocoa & minerals,
‘entral Govt., by mining companies.
Indirect taxes are mainly import duties & excise taxes,
and net profits of certain Central Covt.Departments.
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Inter-spatial comparisons of national income figures can be
misleading, to say the least, but it may be noted that the Gold
Coast'é Gross Domestic Product in 1958 was estimated at £366.2m,
or £76 per capita for a population of 4,8 million, whersas corresp=-
onding figures for Nigeria in 1950-51 were £596.7m. and £20 per
capita for a population of 32 million.&&Prima facie, this means
that in 1955 the Gold Coast, with an area one-quarter as large
and a ‘population about one-sixth as numerous, had a Gross Domestie
Product more than half as great in the aggregate as lNigeria's somé
j eight_years éarlier, and nearly four times as great per capita.

The Gold Coast calculations published in 1957 and since superseded
had indicated an annual per capita income of about £57 on average

; from 1953 onwardsy even this earlier figure represented a higher
level then prevails in most under-developed countries, though far
below the per capita income in Western Burope, which exceeds £200%5
(But a lower income in the tropics docs not necessarily mean a low=

er satisfaction of noceds.)

The Gold Coast's level of income is certainly a great deal
higher than pre-war guesses had suggested, and a comment by Prest
- and Stewart explains the reason. "Why is it - or was it," they
' wrote, "so firmly believed that output is at the pitiably low level
' 80 often quoted? We feel very strongly that in the case of Nigeria
(and how many other African territories?) it is due partly to the
neglect of the great volume of foodstuffs grown and consumed within
the country and partly to the neglect of the large mass of internal

trading and transport activities, and to the fallure of many in-
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vestigators to appreciate the significance and importance of the
great inland trading centres...... It is after all not surprising
that national income calculations are biassed downwards if large
sectors of the economy are omitted complestely or grossly under=-

estimated."&§

Other general deductions may be made from the Tables herein,
but The necessary reservations concerning them must continue to 59
borne in mind. The importance of consumption expenditure is emph-
asized by ILabl : it amounted to £314m. in 1958 out of a total
expenditure of £360m. on the gross national product. Frivate con-
sumption expenditure rose both relatively and absolutely until 1958
when 4t fell by £7m. despits an apparaent incresse in personal in-
comes., This seems to have been due to a higher level of savings,
the total of which (public and private) is estimated to have risen
from 8.04 to 12,6 of gross national product between 1957 and 1958,
General government consumption expenditure, largely composed of

wages and salaries, continued to rise (see Table 19).

The deteils in Table 14 reveal hardly any change in the
pattern of private consumption expenditure during the period. Out-
lays on food (the most important item), drink and tobacco, and
clothing and other personal effeets, fell rather sharply in 1958,
alfhough the decline seems to have begun about a yesr before, when
symptoms of deflation first appeared in the economy. This was
probably due in part to the substitution of locally-produced comm=-

odities (such as foodstuffs, beverages and cigarettes) for more
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expensive imported ones. Fostponed purchases of durable and semi=-
durable consumers' goods are of course to be expected in a period

of lessened economic activity.

The extent of govermment participation in the economy is of
special interest in view of the widely-held belief that the ratiﬁ,
of government expenditure to national income must be greater in
ﬁnder~daveloped countries than it is in advanced ones. Study of
Iables 18 and 19 shows that general government revenue and current
expenditure averaged about 164 and 11, respectively of gross dome
estic product between 195% and 1958, Because of variations in the
return from cocoa export duty (included with 'dirsct taxes'), the
former fluctuated between 19% in 1954 and 13+ in 1956, but the

latter increcased relatively as well as absolutely during the period

Government current expenditure in Nigeria in 1950-51 was
caleulated to be 3% of the total, while in Israsl and Turkey in
1954+ it is said to have been about 24: and 15 respectively. In
many 'Western' countries the proportion is 20; or more, The share
of the total product absorbed by the government in the Gold Coast
(115) therefore appears to be fairly high for an under-developed
country, but in the absence of more detailed information it would
be dangerous to place too much reliance on such comparisons or on
this deduction. The corresponding ratio for government revenue
(16,;) appears to be much the same as in Israel (15%) and Turkey
(I4%) in 1994, though the same warning is applicable here as welliz

Table 18 also shows that an average of about 15: of the gross
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domestic product was taken in direct and indirsct taxes., This
too is a high rate for an under-developed country (the correspond-
ing one for Nigeria in 1950-51 seems to have been less than 5% E?)
but as we shall see later cocoa export duties collected in the four
financial years from 1994-55 ceme to more than import duties and
income tax together. If this fruitful source be excluded, the
ratio is reduvced to something like 7., and if income tax alone
(averaging under £6m.a year) is considered it falls to less than
2/ie DBy contrast, government taxes and property income in advanced
countries take 20% or more - much more in the case of Britain, -

where the ratio was 7, even in the 18th.Century.E§

igble 17 is an attempt at the "income approach" - i.e, the
total of wages and salaries, profits, interest, rent and unclass=-
ified incomes generated inside the economy = but has not been ex-
plieitly reconciled with the "expenditure approach" in Table 13
and must have involved some hazardous guesses. Frest and Stewart
comnented feelingyon the intractable character of this problem in
Nigeria: "Although we can get some distance with computing major
firms' wages and profits bills we have no means at all of grappling
with the myriad small farmers, petty traders, women dealers, and
the hundred and one minor professions (drum throwers, praisers,
rainmakers, cattle fatteners, sword makers, money changers, native
herbalists, calabash cutters, palm wine tappers, beggars-cum-clowns
charm makers, horse tetherers, to select a few), And even if we
had any means of finding out the incomes of such people ... we

49

should be unable to classify them in the usual Western way ..."=
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By the very manner of its presentation, Iable 17 emphasizes
the lack of occupational speciaslization in the Gold Coast. MNever-
theless, in the absence of data from an "output approach" it pro-
vides a little more information about the structure of the economy.
Income from self-employment is outstandingly important; it account-
ed for £195m. (or57/%) out of a total of £3%lm. in 1958, comprising
nat incomes of cocoa farmers, food farmers (both subsistence and
cash), fishermen and others working on their own account - this
last requiring a particularly heroic assumption. Income from em-
ployment covers salaries and wages, before tax, of the employees
of government, companies and firms, and of migrant labourers: at
£92m. it was 27/ of the total in 1958, and seems to have remained
fairly constant in this proportion since 1955. As details are
lacking it is difficult to comment on the figures for "gross pro-
fits of companies," ete.; the inclusion of export duties and Mark-

eting Board profits prevents any effort to discern a trend.

The evidence regarding gross fixed capital formation (Zables
15 and 16) may now be considered., According to Table 13 this aver-
aged 12/, of gross domestic product from 1954+ to 1958. What has
happened is that from 1956 onwards private and company investment
expanded from 50. to 60, of the total, while the proportion from
government and quasi-government sources fell correspondingly, as
First Levelopment Plan expenditure tailed off. As a result the
over-all total did not vary greatly in absolute terms during the
period. The growth of company investment from 13+ of the total
in 19%% and 1955 to 20/ in 1958 (an increase of 60. in absolute
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terms) is particularly remarkable when it is remembered that the
country became fully independent in March, 1957, even though est-
ablished expatriate enterprises, rather than newcomers, were chief=-

ly responsible.

The nature of investment is no less important than its volume
however.égThough there may be no simple criterion for assessing
the contributions made to national product by different allocations
of resources, yet the choice between a water supply and an ornament.
al fountain, a generator and a memorial statue, or a hospital and
a national monument, is not unduly difficult to mke if economic
considerations alone are taken into account. The trouble is that
they seldom are, at least in so far as the public sector is con-
cerned, but even if full knowledge of investment decisions could
be attained we might not be much nearer to an objective valuation

of the resultant assets from a national economic point of view,.

Table 1€ sets out the division of capital among types of
asset from 1954 to 1958, but there are many important and relevant
considerations about which its figures tell us nothing. Least of
all do they enable us to infer a connection between relative vol-
umes of investment and a certain rateof economic progress. No tr-
ends are discernible: building and construction has continued to

make up about 60/ of fixed capital formation, and plant, machinery
Sl apnpmant for about 30.. Muchd the former undoubtedly rep-
1~

resents investment in dwelling-houses and commercial premises,

and in such official buildings as schools, hospitals and offices,
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none of which can be regarded as immediately productive. Expend-
iture on roads, railways and water supplies, another important
constituent, has especial significance as long-period growth in-

vestment.

As regards the second category ("plant, machinery and equip-
ment"), it is not clear where the line of demarcation has been dr-
awn between capital goods and other kindsj this prevents any effect.
ive assessment of the figures. Heavy machinery and lorries are in-
cluded, but private cars, bicycles and sewling machines apparently
are not, and they are best thought of as capital goods in Gold
Coast conditions. (On the other hand, African style houses, which
in Nigeria FPrest and Stewart classed as durable consumers' goods
rather than capital goods?}were included in the estimate for
"building and construction".)

What general conclusions on the subject of economic growth
in the Gold Coast can Justifiably be drawn from the results of
this national income investigation, incomplete and inadecuate
though they are? As Professor W.A.Lewis has written, "Communities
in which the national income per head is not increasing invest 4
er 5 per cent of their national incomes per annum or less, whilst
progressive economies invest 12 per cent per annum or more. The
central problem in the theory of economic growth is to understand
the process by which a community is converted from being a 5 per
cent to a 12 per cent saver - with all the changes in attitudes,

in institutions and in techniques which accompany this conversion."
52



The Gold Coast's gross national product at current prices
seems to have increased annually between 1955 and 1958, and per
capita income from about £70 to nearly £76, though in the latter
year it was apparently rather less than in 1954+, The abnormally
high cocoa earnings made 1954 an exceptional year, however, Acc=-
ording to the estimates, gross capital formation averaged about
~12% of gross national product during the period, though it seems
to have fallen from about 14: in 1955 to less than 107 in 1958,

The present state of knowledge makes it inevitable that these
aggregates should be "gross"; that is, they include that part of
current output which is needed to maintain capital intact. Any
estimates of net national product, or net capital formation, can
be little better than guesses, but it seems reasonable to suppose
that in recent years the ratio of the latter to the former has
been somewhere in the region of 1l:12 - in other words, that the
volume of net investment, or the net increase in capital, has been

about 8/ of the net national product.

Naturally, there is no reliable estimate of the relevant
"ecapital coefficient", but if this is assumed to be 4 and other
things are assumed to remain equal, then it follows that this
rate of investment would cause a 27 increase annually in the net
national product. Allowing for population growth at 1.57 per
annum, therefore, the net annual increase in per capita income
would be a mere 3%, which would allow it (all other things being

equal) to double in about 140 years.
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Other things, of course, will not remain equal, and any gov-
ernment concerned to stimulate economic growth should ensure, so
far as lies within its power, that they change in such a manner
as to help rather than to hinder the process. A faster rate of
poﬁulation growth would lengthen the period mentioned: a greater
volume of investment or a lower "capital coefficient" would short-
en it. Of these three variables, the volume of investment is the
one most amenable to change. Returning to the calculation above,
and making the same assumptions, we see that a 507 increase in
investment in the Gold Coast (elevating it just into the category
of 12 per cent savers") would give a 37 increase in net national
product, corresponding to a 1l.5: increase annually in per capita

incomes, which would then double in less than 50 years.,

An arithmetical exercise of this kind is in a sense unreal=-
istic, but it does serve the purpose of bringing into focus the
variables principally involved in economie growth and leaving no
doubt as to the necessarily slow character of the process. It
helps to show, too, what rate of growth lies within the bounds of
possibility. In Nigeria, it is interesting to note, the World
Bank Mission of 1953 firmly rejected suggestions that its pro-
posals should aim to increase total output by 10y a year, and
explained that an average annual increase of 3. was as much as
could be hoped for in the next five years. "With few exceptions,"
says their report,"attributable to unusually favourable circum-
stances, no country has in recent years achieved a rate of growth

of 107 a year. There have been in fact very few under-developed
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countries able to maintain a rate of (aggregate) income growth

in emcess of 5. per year, while in high-income countries the rate
of income expansion has been between 2¢ and 5/ in recent years.
Nigeria is not at this Juncture in a position to effect an increase
in domestic investment large enough to bring about a growth in

nz-_'}

‘income of more than modest proportions.,

A final apposite quotation may perhaps be allowed in this
context; it has been taken from the conclusion to Professor A.J.
Youngson's recently-published study of economic progress. "In
thinking about so vast and complex a problem as the economic dev-
elopment of a nation, it is exceedingly difficult to give due
weight to all the important considerations. Thus we are constant-
ly reminded that sustained economic development takes capital, that
it takes entrepreneurs, that it tskes 'know-how', that it takes
mobility. But we should not allow ourselves to forget that what-

o

ever else it takes, it certainly takes time."=

If the national income statistics had been made the frame-
work to which other information about the Gold Coast's economy
was related, the next step in this examination would logically be
to study each sector in turn and to integrate the data concerning
it with that framework and with the other sectors - to transform
the skeleton into a living organism, as it were., Unfortunately,
this is not yet possible, and faute de mieux we must be content
to survey such relevant information as is actually available:

although this helps to fill out the picture given by the national
income statistics it can seldom be directly related to them. 2?



PUSLIC FINANCE AND DEVELOFMINT.

Nigeria, said the World Sank Mission of 1953, was fortunate
in possgssing two of the essentials for a development programme:
manpower and funds, "Thers is lacking, however," they wrote, "the
supply of technical and managerial skills and the knowledge of the
country's resources necessary to carry out an accelerated vrogramme
of economic developrment. Research, survey and extension services
in agriculture, forestry, hydrology snd industry, the construction
of roads and schools and other publie works - in short, the kinds
of services customarily provided by the government - have failed
to keep up with the expansion of the economy. A&nd so although the
country's wealth has grown, it could not be put to its fullest use

for the benefit of the people.“gé

This was equally true of the Gold Coast in the years Just
after the war, and the First Development Flan (1951-57) was intend-
ed to prepare the way for accelerated eccnomic growth, That it
was substantially completed, without significant financial assiste-
ance from abroad, and in spite of political as well as economic
difficulties, represented a considerable achievement. The Consol-
idation Development Plan (1957-59) added some new projects and
finished off some cld ones, and the Second Development Flan is
scheduled to run from June,1959 to 1964, Strictly speaking, of
course, these FPlans are not examples of economic planning in the
fullest sense, since they did not cover all sectors of the economys
they are programmes of expenditure to be carried out by the Central

57

Government, -
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Table 20 : Government Levelopment Expenditure 1-59,
(Major categories only - £ m,)
Total Total 1951=59
Actual Estd.
Expre. LxXpre. Estdﬁ :; of
1951-57 | 1957-59 | Total Total
Comm a g 32.6 2025 iiol 3é
Civil Aviation 0.2 1.4 1.6
Posts & TelS- 1.6 0.9 2.5
Railways .« . 8.0 4,2 12,2 8
Roads e s 14,9 4.9 19.8 14
Tema Harbour e 8.6 13.8 9
Tema Railway 263 - 2¢3
Public Utilities 9.9 Helt 14,9 10
Blectricity 1.8 2.6 Lhyy
Urban water 3458 1,0 4,5 ) 5
Rural water 1.9 0.9 248.)
Tema water 0.9 0.3 1.2
Agriculture,
industry & Trade. 9.6 8.0 17.6 32
Agriculture, etc. 4.6 247 73 )
Commerce & Industry 2.8 3.9 667 5
Co-ops.& Labour | O.1 l.1 l.2
V.R.P.Preparations - 1.6 C.l 1.7
Law & Order 4.7 1.9 6.6 5
f‘lilitary 2.7 O, 5 3. 2
Police, Prisons 2.0 1.3 3e3
Social Services 24,6 13,3 35.9 29
Health .3 4,7 157 6.3 4
Eduecation . . 12.3 }+06 1609 12
Housing o+ 4,0 0.6 4.6
Tema (various) 2.3 3.7 6.0
Admin,.& General 12,3 6.2 18,9 13
Official Bldgs. 8.5 245 11,0 7
Local Govte. 3.0 109 5.0 3
GRAND TOTAL 93.3 5343 146,.6 100
86urce : LEconomie Survey, 1958.

(1) First Dev.Plan : 1951-57 (inecl.'sandwich year' 1956).
Consolidation Dev,Flan : 1957-59.
(2) 'Agriculture' includes Animal Health, Fisheries &
Isetse Control.
(3) Tema Harbour & Town, and the Tema-Accra Railway,
took altogether 16/ of the total.

Notes :
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Iable 20 outlines Central Government Development expenditure
from 1951 to 1959. The greatest share went to the improvement of
communications and to education, which together accounted for nearly
half of the total. Although theorists may object that by comparison
public utilities (104) and agriculture, industry and trade (127 to-
gether) received inadequate attention, it must be remembered that
in a situation where shortages of skills and imported materials pre-
sceribed limits to activity those s ectors offered relatively less
scope for expenditure, Labourers to work on road construction, for
instance, were more readily available than qualified agriculturists
to supervise extension programmes. DBesides being desirable politic-
ally, the improvement of communications and educational facilities
were activities in which much experience had been gained and which
could be expanded by the use of existing organizations. On the other
hand, swollen shoot disease overshadowed all agricultural work and
the folitical situation discouraged government ventures into unfamil-

iar sectors.

Nearly all the finance r equired for the First and Consolidation
Development Plans came from cocoa earnings, which had contributed
about 90/ of the total up to the end of 1955. Until a few years ago,
the yield from cocoa export duty produced an annual surplus of gov=-
ernment revenue over expenditure, enabling the government to accumul-
ate considerable balances which were kept in reserve for later dev-
elopment expenditure. In 1955-56, 1956-57 and 1957-58, however,
there were deficits (chieflly because of the rising cost of maintain-
ing basic services) and these balances had to be drawn upon. This

may be seen from Iable 21 overleaf,
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Table 21 : Total Revenue & Expenditure of Central Government, and

: Composition of its Ordinary & BExtraordinary Revenue -58
£l
1954-55 | 1955-56 | 1956-57 | 1957-58

Ordinary Revenue

Cocoa emport duty 48.9 U 1851 22,1
Import duties 12,9 18.3 16.4 15.0
Income tax 6.0 6.1 5¢2 54
Interest & redemption 2,0 2.8 2.4 2.2
Mineral duty & royalties 1.3 1e5 2.1 25
Other ordinary revenue 59 25 7459 9.9
Gxtraordinary Revenue
349 3.8 6.7 3.0
Iotal Ordinary & Extra-
ordinary Revenue| 80.5 64.1 52.4% 60.1
Total Development Revenue 4,7 6.8 0,2 -
Total All Revenue 85.2 70,9 52.6 60.1
Total Expenditure 48,3 71.5 60,2 63.8

Source : Economie Survey, 1958,

lotes : (1) 1955-56 covers the 15-month period, April to June.
The Govt. financial year differs from the C.M.B. year,

(2) 'Extraordinary Revenue' comprises Colonial Development
& Welfare grants, C.M.B. grants & Treasury bills, which
totalled £1.9m., £12,5m. and £3m. respectively for the
period.

(3) Other items of ordinary revenue which yielded more than
£1m, each in 1957-58 were Excise Duties (£1.9m.),

E.& E.R?ceipts (£1.5m.) and Electricity Dept.Receipts
£1.4m,

fable 21 also draws attention to export and import duties as

the principal sources of revenue: together they made up nearly two-
thirds of all Ordinary and Extraordinary Revenue in 1957-58. Varia-

tions in the return from cocoa export duty are also noticeable; it
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produced 61, of Ordinary and Extraordinary Revenue in 195455, but

only 23: two years later., "Other Ordinary Revenue'" has shown a tend-

ency to rise both absolutely and relatively since 1954+, which may
indicate increasing success in obtaining an economic return from

the users of government services.

Income tax deserves special mention. ©Some writers condemn
high rates as disincentive to entrepreneurial enterprise in under-
developed countries, while others welcome them as a means to the
desirable elimination of inequalities?g but there is no need to
enter into this controversy here., In the Gold Coast, personal in=-
come tax remains very largely a tax_on salary-earners, and fewgr
than 9,000 were assessed in 1955.§2Rates are loy by European stan-
dards but have recently been raised by 257. Company tax, the max-
imun rate of which is now 8/6d in the £, provides the greater part
of revenue from this source, yielding £5.3m. out of a total of
nearly £6m. in 19%4~55, of which five companies paid 523..6m?"<2 With
a view to stimulating the development of new industries, "pioneer
companies" are allowed a "tax holiday" period of up to five years
and special allowances for capital expenditure, Double taxation
agreements have been made with Britain, Canada, New Zealand, Nig-

aria and Sierra Leone.

The cocoa duty is a very progressive tax on cocoa-farmers'
incomes, linked to the world price of cocoa (see Diagram 2)., If
it is included, then the ratio of direct taxes to estimated gross
national product works out at a high rate for an under-developed

country, as we have already seen.
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TRANSIORT AND COMMUNICATIONS.

The large development expenditure on Tema Harbour has already
been noted., Work began in 1952 but it is not expected to be fully
open for commercial use until 1961. At present, Takoradi is the
only port equipped with wharves and modern facilities, and the con-
tinued heavy use of the "surf port" at Acera for imports emphasizes
the high cost of transporting goods from Takoradi by road or rail
to eastern areas of the country. The new railway line connects
Tema to Accra and the country's existing transport system and will
provide an outlet for the new industries already starting there,
Irrespective of the outcome of plans for the Volta River Froject,
the new harbour and town are certain to be of vast importance to

the country's economye.

Expenditure on railways (a typical example of "long-term
growth investment") took some 8, of the Development Plan total.
This covered the extension of the Central Province Line, which
shortened the haul from Takoradli to Accra by about 200 miles, the
improvement of other lines and facilities, and the purchase of
new engines and rolling stock. Since the war, however, the oper-
ation of the railway has been uneconomic, and only the expansion of

timber exports has prevented heavy losses.,

Road traffie, on the other hand, has increased spectacularly,
and ownership of one or more "free-lance" lorries for the carriage
of passengers or goods is a characteristic form of African economic

enterprise. These vehicles penetrate to almost every corner of the
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country and have played a considerable part not only in spreading
the benefits of post-war prosperity but also in breaking down the
former insularity of rural life and tribal xenophobia. The indep=-
endent African lorry-driver is a figure whom Adam Smith would have

understood and appreciated,

Road vehicles in use doubled between 1951 and 1958, reaching
36,700 in the latter year, or one for each 130 of population = a
high proportion for an under-developed country = while new regis-
trations have risen to an average of 9,000 annually. Imports of
motor fuel during the same period increased nearly as much, Traffic
entering and leaving Accra has increased by 877 in four years, and
traffic between Accera and Togoland by 147/, the latter being due
to the replacement of the pontoon ferry by a bridge. It has been
estimated that the cost of road haulage generally has been reduced
by nine-tenths in the last 30-40 years?g No wonder, therefore, that
railway passenger traffic has failed to increase, despite reductions

in fares!

Transport by road has of course been s timulated by the ex-
tensive road construction and improvements carried out under the
First and Consolidation Development Plans at a cost of nearly £20m.
These were too many to be listed here, and they cannot conveniently
be mapped, but mention must be made of the most important: the
reconstruction and tarring of the 500-mile-long road from Accra to
Bolgatanga via Kumasi, and the substitution of bridges for all but

one of the ferpies en route. There can be no doubt that this one
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major project has done more than anything else to encourage the
development of the backward Northern Territories and to integrate
their economic life with that of the country 2s a whole. Diagram 6
opposite graphically illustrates the increases in number of road
vehicles and mileage of tarred roads since 1951, in contrast with
railway freight traffic and passenger journeys in the same period.

(The detailed figures on which it is based are shown in Table A,7).

Air travel too has added to the effectiveness of the country's
transport system since the war., Internal services link Accra with
Takoradi, Kumasi and Tamale, and from the international airport at
Acera there are regular services to Europe, America and other parts
of Africa. London is less than a day's journey away by air, comp-

ared with twelve days or more by sea.

Finally, the expansion of postal and telecommunications fac-
jilities must be commented on, since this is a fairly good indiecator
of the spread of knowledge and economic activity. Iable 22 below
gives relevant figures for the last five years; comparison with

pre-war conditions would show an even more impressive improvement,

Table 22 : Bxpansion of Postal & Telecommunications Facilities,

195458, (000's)

1954 1955 1956 1957 1958
I'phone subsecribers 740 8.3 9.0 9.8 10,8
Telephones 1143 13.5 15.3 17.0 19.1
Trunk route miles 33 34 3¢5 3.5 3.6
Irunk wire miles 17:2 17.9 18.8 19,1 19,8
Fost Offices (number) 107 122 126 133 136
Postal Agencies ( .. ) | L1k 455 497 516 526

Source : HEeonomiec Survey, 1958.
Note : Ordinarv numbers of offices & agencies are showmna
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SOCIAL SERVICES.

Improvement in "the quality of the factors of production" has
long been recognized as vital to the process of economic develop-
ment, and opinions differ only as to the relative claims upon re=
sources of the human and the non-human factors. Mention has already
been made of the former in discussing population and it will be suff-
icient now to take note of the effects of the 1951-59 Levelopment
Plans in this regard. One-quarter of all Development expenditure
in that period, as we have seen from Table 20, went to social ser-
vices, much of this being incurred on new buildings. In part a
matter of making up for ground lost during the war, this was even
more a natural response to the desire for improvement which had

been stimulated by nationalist fervours,

Iable 23 : Public Bducation, 1950-98.

(Numbers),

3 2 3 L.
1950 (Deec,) 1958 (Feb,)
Pupils Teachers || Pupils Teachers
No. No. ; No. No.
Primary & Middle Schools | 266,850 8,840 | 580,366 | 18,733
Secondary Schools .+ . 2,776 450 16,423 638
Teacher-training Colleges 1,776 220 4,05 327
Trade & Technical Schools 226 n.a. 2,82 127
University College . . 211 70 Lok 14k
College of Technology . - - 536 95;__
Source : Economie Survey, 1958,
Notes : (1) Columns 1 & 2 include private schools later taken over
by governmentj; the number of teachers is approximate

only.
(2) Private institutions not included in Columns 3 & 4,
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Figures illustrating the expansion of the public education
system are given in Iagble 23 : these actually under-state the extent
of the improvement, since non-government school facilities also grew
The availability of qualified teachers was a limiting faétor, but
was tackled by increasing the number of training-colleges, Though
the numbers of teachers and pupils may be expected to grow steadily,
therefore, the principal benefits from this programme will obviously
accruve only in the long term, Meanwhile, rapidly-increasing imports
of books and periodicals, and rising newspaper circulations, testify

to the spread of literacy (but not necessarily of knowledge,)

Particularly significant from the economie point of view is
the growing number of girls attending school, which is already aff-
ecting the employment situation. Their number is still small,
however, and many years must elapse before households where both
parents have been educated form more than a tiny fraction of the
total, Hardly less important is the spread of education in the
Northern Territories, which supplements other factors in under-
mining tribalism and the remainder of the subsistence economy ahd
will eventually draw into the modern productive system a hitherto

untapped reserve of intelligence and skills,

Considerable though this expansion has been, though, 1ts
limitations should be clearly understood, against the background
of a population of nearly 5 millions. The output from full-time
courses at government trade and technicsl schools was only 288 in

1958, and that from government secondary schools could hardly have
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exceeded 1,500, if indeed it was as much., Numbers of this magnit-
ude are clearly still insufficient to meet all the needs of a grow-
ing economy. On the other hand, quite a lot of technical training
at a fairly humble level is not accounted for in the Table (e.g.

by apprenticeship arrangements), and excellent results have been
claimed for mass literacy campaigns. bMore than 400 students, too,
are attending institutions overseas on government scholarships,
and a similar number are supported there by grants from the Cocoa

Marketing Board and Commonwealth and foreign governments.

Progress with the improvement of health services has been
less rapid, chiefly because of the shortage of doctors and trained
staff, but nevertheless has been continuous and steady. It will
accelerate when the effects of current training-programmes begin

to be felt, Statistics covering the period 1954-58 are given in
Table 24;-

Table 24 : Doctors, Nurses & Hospital Beds in Covernment Hospit ’
194=-58, (Numbers.

195 | 1955 | 1956 | 1997 | 1988
Doctors .+ o 80 87 82 | 88 97
Nurses e 7&0 n.gll 821 | 76% 952
Hospital beds |[1,949 | 2,0 2,037 | 2,1 2410

w cots | 'h26 | "u88 | ‘612 | '6%3 | 66

Source : Economie Survey, 1958,

ileven new hospitsls have been built in the last ten years,
bringing the total of properly-managed hospitals up to 62 (34 of
which are directly managed by the government), and the total of

hospital beds up to 4,020, or one for every 111,940 of population.
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Clearly there is still a long way to go before health services can
be considered even barely adequate, although these figures do not
take account of the growing number of health centres in rural areas
the medicel field units combatting trypanosomiasis and yaws, and

the activities of the Leprosy Service,

As for housing, the 1948 Census revealed that 2.2 persons
per room was the average throughout most of the country; even in
large towns the figure was only slightly higher. This does not
represent serious overcrowding by West African standards, though
of course there were wide local variations and the position in
the towns has ¢ertainly worsened as their populations grew. The
size and quality of rooms, too, must be considered as well as their
number, Housing may be less of a problem in the Gold Coast than
in colder countries; but there is great political pressure for im-

provements.

Government housing estates, built at a cost of over £600,000
annually since 1952, provide only a partial solution, and the rate
of building will have to be accelerated greatly to keep pace with
demand and avoid the spread of slums. Private investment strongly
favours upper-class housing and the large expatriate contracting
firms which could undertake the large-scale construction of lower=-
class housing (socially the greatest need) appear to require un-
acceptable profit margins, so that the government-financed Housing
Corporation is the only considerable enterprise operating in this

field.
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It is a truism that investment in social services of the kind
we have been discussing produces little or no return in the short
term, however much it mey contribute in the long term to improved
efficiency and national well-being. Nor does it produce any immed-
late increase in domestic output to help in satisfying additional
purchasing-power generated in the construction industries. Nevér-
theless, the danger of serious inflation appears to have been evadec

in the Gold Coast, for the time being at least.

A further danger, to which reecent government deficits have
drawn attention, arises from the rapid growth of recurrent expend=-
l1ture on social services. Inability to meet this out of annual
revenue could Jeopardize plans for further development. Government
recurrent expenditure on secondary schools alone rose from £93,980
in 1952 to £527,000 in 1958, and other educational and health ex-
penditure has vastly increased as well., Efforts to secure larger
-contributions from Local Authorities towards this have so far had
little success. (Their 'vicious circle' consists of inability to
pay more for services until they can raise larger sums in local
taxation, which they cannot hope to do unless they provide more
services, Central Government subsidies are an obvious but unsatis=-
factory answer,) The annual cost of maintaining roads, buildings
and the government apparatus itself has also multiplied and adds to
the burden, while the problem of obtaining economiec returns from

public utility services has by no means been finally solved.
Meanwhile, the demand continues unabated, and will probably intenf

sify as time goes on.
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PUBLIC UTILITIES.

The introduction of pipe-~borne water or elesctricity supplies
to towns and villages in the Gold Coast is not only a practical
example of capital formation and the more effective use of resources
by the application of technology. To the inhabitants who have not
previously enjoyed such amenities it is visible and tangible evid-
ence of man's ability to control nature in the interests of his own
welfare - a link with modern civilization and all that it implies.
Even for a European who has experienced the insularity of African
village life, and witnessed the drudgery of water-carrying and the
menace that comes with nightfall, the full impact is hard to compre=-

hend, ©Social and economiec repercussions are practically endless.

Even before the end of the war, the Governor of the time had
repeatedly stressed the vital part to be played in development by
improved water supplies and had set up a government department to
provide them in rural areas. DBetter drinking-water, he pointed out,
would lead to better health among the people, leading in turn to
greater efficiency, higher output and an improved standard of living
all round, This sensible view has continued to influence policy,
and urban and rural water supplies took about 5i of all government

expenditure in the period from 1951 to 1959.

Lisgram 7 opposite, revealing though it 1s, gives only an
incomplete picture of the change which has taken place., It fails
to illustrate extensions to the older town supplies and the great

number of minor borehole supplies, ponds and wells which have been



provided in rural areas. By 1958, more than a million people were
served by public water supply systems, representing an increase of
some 75 since 1953, and about two-thirds of this increase was com=
posed of rural population. Cver three hundred boreholes were con-
structed during the same period. 1n urban centres, where supplies
to industry are growing in importance, consumption reached a daily
average of nearly 10m. gallons in 1958. Though it would be foolish
to deny that an immense amount of work remains to be done in this
connection, the improvement of water supplies throughout the country
remains one of the most significant achievements of the First Dev-

elopment Flan.

The expansion of electricity supplies is less of a vital néc-
essity unless industries are involved (villagers demand them for
'prestige' reasons), but considerable progress has been recorded
in urban areas despite staff shortages and the high expense of
installations. Liagram 7 shows this expansion in geographical
terms, while Iable 25 overleaf gives figures of actual output.

It will be seen from the latter that output has risen by 83% since
1948, Current from government supplies has steadily increased in
relation to that generated by the mines, and now makes up one

third of the total.

Most of the increase in output, apart from that of the mines,
was due to domestic consumption and communal lighting. Demand is
far ahead of supply in the large towns, and two-thirds of the in-

creased generation by government supplies between 195 and 1958
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went to Accra, Kumasi and Tema, Accra and its environs took nearly
a half of the total government output in 1958, and probably less
than one third of that total (i.e. 35m.kwh.) served as motive power
When the country's total generated output of 3llm.kwh. in 1958 is
compared with the 59,605mn.kwh. produced by Japan in 1954+ (or even
the 746ébm.kwh. produced by Lsrael in the same yearé}), it will be
seen that electricity is as yet comparatively insignificant as a
source of power for industrial activity other than mining. The
large steam-power station at Tema, which will cost over £3m., and
the Volta River Project, both of which are included in the Second

Development Plan, are intended to fill this need.

Table 25 : Gener n of Bleetricit 4858,
Private
Government Enterprise Total
mekwha % mekwh. 7 melcwh 4

1948 19 11 151 89 | 170
1949 23 12 161 88 | 184
1950 27 1% 170 86 197
19;1 31 pR 139 g6 220
1952 S 4 27 ls2 3 | 220
1953 Ll 19 185 81 | 228
1954 50 21 lgl 79 241
1955 58 . 184 76 241
1956 67 29 163 71 281
1957 87 31 195 69 282
1958 105 3L 206 66 311

Source : Digest of Statistics, Cect.1958,
Sconomie Survey, l95é.

Note : 'Private enterprise' refers almost entirely
to the mines, and espsecially to the gold
mines, which generated 196m.kwh. in 1958,

The operating costs of government electricity supplies in
1953 were nearly £lm. and together with those of water supplies

imposed a heavy burden on government finances, since returns in
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revenue were by no means as large, Lfforts are being made to re-
duce the deficit in both cases by increasing charges to consumers
but the violent results of past attempts at doing so, as well as
normal political considerations, have made them somewhat hesitant,
The truth 1s that the town-dwellers of the Gold Coast are as yet
almost wholly unaccustomed to paying economic rates for services
of this kind, Their failure to do so naturelly hampers further
development and of course encourages the allocation of new water
or electricity undertakings on political rather than economic or

social grounds,

AGRICULTURE AND NATURAL RESOURCES.

Most studies of under-developed countries emphasize the need
for increasing agricultural productivityggaoth as a means of diver=-
sifying the economy and raising living standards, and to provide a
basis for industrialization, but the difficulty of doing so is not
always fully appreciated. An unwarranted belief in human rational-
ity can engender the assumption that improved methods or new crops,
for example, have only to be demonstrated for them tc be adopted.
Notwithstanding failures in Tengenyika and the Gambia, too, there
continues to be a2 popular misconception that large injections of

capital, or rapid "mechanization", would provide an easy solution.

Only a few aspects of Gold Coast agriculture can be referred
to here. Widespread illiteracy, high cocoa-prices, the large number
of scattered holdings, and pre-occupation with swollen shoot disease,
have already been mentioned as obstacles to successful extension

work. ohortage of skilled staff was another but, as we have seen,
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the Cocoa Hehabilitation organization is now reudirecting its effo-
rts towards increased output, while the valuve of large numbers of
quickly~trained agricultural assistants has been recognized.é§

Educated Africans still shun agriculture as a career, however,

Overcoming the deep-rooted caution and conservatism of peasant
farmers is necessarily a slow business, but improved communications
and marketing facilities, together with assured prices and markets
for éxpo:t crops other than cocoa, are perceptibly changing their
outloock. The relative stability of market prices suggests that
the output of foodstuffs for domestic consumption has nearly kept
pace with demand, but pressure from spending undaer the Second Dev-
elopment Plan is bound to prove inflationary unless the speed of
this increase can be accelerated. It is some indication of the
inadequacy of domestic production (and domestic entrepreneurs) that
imports still supply most of the meat and vegetables for European
and upper-class African consumption in the townst it even pays to

bring in eggs by air from South Africal

Table 26 overleaf shows the varying degree of success achiev=-
ed in encouraging agricultural exports other than cocoa., In some
cases, this is a matter of reviving interest in crops, popular
before the war, whose output has fallen owing to the diversion of
effort to cocoaj in others, of arousing interest in new crops.

The aim is to establish alternative cash crops to cocoa, and also
to utilize some of the labour which is surplus except at times of
cocoa~harvesting or in the fishing season, The Agricultural Dev-

elopment Corporation has a marketing monopoly of these export crops,
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and uses the profits from its operations, together with government
loans, to foster development. It has already invested in poultry
units, boat-bullding, a pineapple cannery and a tobacco-growing

gscheme,

Table 26 s L rts of Prin al Agricultur Froduects
other than Cocoa, 1935-%8.

QUANTITY - Annuel Average. VALUE - £000's

e

1935 1950 1955 1935
-39 | %% | -58 | 1958 | -39 | 198
Coconuts (000 ewt.) n.a. n.a. 18.4 20,3 ) 25
Copra (00O tons) 1.4 255 3¢5 3.1 25 134

Palm kernels
(000 tons) ek 5.7 9.0 79 107 335

Kola nuts

(000 cwt.) | 83.0 108 8 | 12%.5 || 101 383
Other nuts ( .. ) - - 122 21.6 - 36
Lime juice

(COC gal.) 453 78 370.7 | 230 38 24
Bananas (000 ecwt,) | 19.4 1.6 19.4 33.5 7 5k
Rubber (tons) 482 297 334 | 433 | 33 L3
Coffee, raw

(000 ewt.) 1.6 2.9 13.6 okt 7 87

—

Source : iconomic Surveys, 1955, 1957, 1953.
Statistical Abstracts No.l (1956).
Notes : (1) 'Value 1935-39' - liighest annual figure in the period,
to nearest £0CO0,
(2) Lime juice and bananas figures in first column are
averages for 1937-33-39 only.
(3) Since most of these crops are also consumed locally,
the figures given are not a reliable guide to total
production.

Measures to remedy the low level of capibal in agriculture
have been much discussed in economic publications, end there is
elearly a good case for capitalizing peasant-farming to the same -

6L
extent as plantation-agriculture in the pasts™ The difficulties
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are formidable, however, and this too must be a slow process.

One of the arguments for plantations, indeed, is the greater ease
and rapidity with which capital can be applied to them. (So far
as the Gold Coast was concerned, the perennial dispute between the
supporters of a plantation-system and of peasant-farming had been
decided by the government before the war, in favour of the latter,
It will not be resusciltated hare.éj)

The Gonja Levelopment Scheme, an ambitious post~war exper-
iment in commercial mechanized agriculture, had to be wound up in
1957 with heavy loss to the government bescause costs of production
could not be sufficiently reduced, and later experiments of a sim=-
ilar nature are on a much smaller scale. Various organlizations
set up to liquidate farmers' indebtedness and make capital directly
available for "farm improvements" have also come to grief and fur-
ther attempts by the government in this direction are unlikely to
succeed until adesquate methods of control have been devised and

farmers adopt a more orthodox attitude to the repayment of loans,

Many agricultural improvements, however, require comparative-
ly small capital outlays, though their aggregate effect would be
considerable, In this category come better implements and improve
ed storage and processing facilities. The increased use of bi-
cyceles in rural areas is also of great importance both in product-
ion and marketing; while improved village water supplies have sig-
nificantly increased the reserve of female labour available for

productive purposes. (They have also enabled large numnbers of
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women to attend literacy classes.,) It is all too often forgotten,
however, that much of the agricultural capital which is such an
obvious feature of advanced countries, and of some backward ones
as well, derives not so much from direct financial investment as
from the unremitting application of labour over a long period of

time.

The system of communal land-tenure in the Gold Coast creates
numerous problems, but these have never become so overwhelmingly
important as in some other countries. In particular, fhe familiar
confliet between oppressive landlords and impoverished tenants
has been avoided, with all its political repercussian&?é The small
size of holdings and the absence of individual titles to land re-
main obstacles to progress, but the system has been flexible enough
to permit the unhampered growth of the cocoa-industry and is probe
ably less rigid than it appears. Tribal opposition to "stranger
farmers" seldom prevents them from obtaining access to cultivable

land, and transactions in freehold ownarship§§re growing in number,

Forestry and fishing really deserve more than the brief att-
ention they can be given here., The recent expansion of the timber
industry has already been noted. Commercial export timbers come
from the closed forest zone of 30,000 square miles (one third of
the country's total area), of which only 10,600 square miles or
33% can now be classed as forest, compared with 16,000 square miles
or 554 in 19#7.éjhll of this deforestation is due to clearance for
farming, mostly cocoa-farming. Forest reserves make up about 6,000

square miles of the total, and will form the permanent forest
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estate, protected from deforestation by farmers., In the words of
the U.K.Trade Mission of 1959, "unless the Government actively pur-
sue and enforce a policy of forest conservation and regeneration,
the prospects for a continuance of the present high level of exports

are not good,"

As regards fishing, most of the catch (estimated at im. tons
a yearég) is %111 made by the thousands of canoe-fishermen who
operate all along the coastline, but more modern methods are grad-
uvally being introduced. The number of motor fishing vessels reach-
ed 11% in 1953 (30 of them privately-owned) and is expected to in-
crease rapidly, especially after completion of the fishing harbours
at Tema and Elmina. Canoe-fishermen are being encouraged to use
outboard motors, and fishing techniques are being taught to young
men in the Northern Territories. The sale of fresh fish beyond
50 miles from the coast is still very limited, however, and the
marketing system will recuire drastic improvement if the increased
catches now becoming possible are to have the maximum benefit.
A particularly important development recently was the formation
of the Ghana International Fisheries Corporation, with a nominal
capital of £im. It is to build cold storage plants and a canning
factory as well as operating fishing trawlers, and capital from
owiss and American sources is likely to be invested in enterprises

of a similar kind.ég



INDUSTRIES .

In devising measures to encourage industrialization in the
Gold Coast, the government has had the benefit of the admirable
report made by Frofessor W.A.Lewis in 1953.9?H13 careful analysis
may now be somewhat out of date: it has certainly not been improved
upon. Industrialization, he pointed out, usually starts in one of
three ways: (1) with the processing for export of primary productss
(2) with the production of light manufactures for export; or (3)

with the manufacture of commodities for an expanding home market.

Regarding the first of these, where loss of weight in manu-
facture was the main determinant, cocoa and oilseeds offered little
scope for domestic processing, saw-milling for export was already
developing, and plans for the local manufacture of aluminium were
being made in connection with the Volta River Project. Regarding
the second, Japan, Hong Kong and Puerto Rico were outstanding ex-
amples of industrialization buiit on a basis of low labour costs
and imported raw materials which were light in relation to value
and used little fuel in the process of manufacture. Since the
Gold Coast was not over-populated and had relatively high wages
for an under-developed country, industrialization there was un=-

likely to follow this path.

Regarding the third, "industrialization for the home market
can make little progress unless agriculture is progressing vigor-
ously at the same time, to'provide both the market for industry,
and industry's labour supply. If agriculture is stagnant, indus-

0
try cannot grow."z-A major programme to increase the manufacture



of commodities for the home market should therefore wait until the
~ country was better prepared to carry it., The first priority was
"a concentrated attack on the system of growing food in the Gold
Coast, so as to set in motion an ever-increasing productivity,"
and the second was the improvement of the public services. "To

do this will reduce the cost of manufacturing in the Gold Coast,
and will thus automatically attract new industries, without the

government having to offer special favours.“Z}

In the event, the 1951-59 Development Plans gave more emph-
asis to the second of these objectives than to the first, and some
of the reasons for this have been discussed. LEven in normal circ-
umstances, of course, the improvement of public services would have
been an easier task than the raising of agricultural productivity.
It was also more readily comprehensible by the electorate and more
likely to win popular acclaim. As a policy, it was less liable to
failure (which the African Ministers who held office from 1951 on-
wards could ill afford to have) and was more certain to produce a
favourable reaction in world opinion. Improved communications and
water supplies, for example, are more easily demonstrable'than an

increase of even 57 in local food production.

It need occasion no surprise, therefore, that what little
evidence there is indicates no spectacular increase so far in the
importance of manufacturing industry. In the absence of a census

of production and of detailed output statistics from the national

income accounts, the best available figures are those relating to
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the number of employees in manufacturing, which are reproduced in
Table 27 below for the period 1951-~57. The coverage is not com-
plete, and there are other obvious deficiencies, but nevertheless
some significance attaches to the fact that, prima facie, the pro-
portion of such employees in the recorded total number of.employees
has risen from 5.27 to 6,97, an increase in absolute terms not far
short of 107 a year. More than two-thirds of this took place in
the private sector. Proper perspective is restored, however, when
the total number of recorded eﬁployees (277,413 in 1957) is compar-
ed with the estimated total male labour force of 1.5 million,

Table 27 : LRecorded N r8 of Employvees in Manufactu 1 -57
X 2 3 L 5
Estd. B.Total Recorded Employees in M'fre.
Total ecorded : . :
Popnls, | Emlopess Total No. églﬁgof égljlof
000's 0CC's 000's 47D .
1951 | k4,342 218 1l. el 0.26
1952 h 09 216 11, 59 0427
1953 | L 1+'78 224 12.6 5.6 0.28
195% h 51+8 4 14,8 6.0 0,32
1955 | 4,6 245 16.1. 6.6 0.3
1956 I 691 267 177 6.6 0.3
1957 4 763 277 19.1 6.9 0,40

Source : Digest of Statistiesj Economie Surveys,1957,1958.

Note ¢+ The coverage is not complete, and later figures are
likely to be more reliable than earlier ones.

The impression given, of a very small but gradually expanding
manufacturing sector, is confirmed by study of the new enterprises
which have been started. Detailed information is scanty, but the
capital for these seems to have come in the main from the reinvest-
ed profits of large expatriate t rading firms and from the govern-

ment, through the agency of the Industrial Development Corporation,



which loaned about £85,000 to 90 small businesses betwesen Januvary,
195% and September, 1955.22The part played by direct African in-
vestment is hard to assess, since this tends to go to very small
undertakings (such as carpenters' workshops), but is unlikely to

have been considerable, in view of other, more inviting outlets.

Both Professor Lewis and the U.K.Trade Mission emphasized
the shortage of managerial capacity among African entrepreneurs
and the difficulty of remedying it.Z§In the words of the former,
"It is a common error in under-developed countries to believe that
entrepreneurship requires mainly technical knowledge and capital.
IThe truth is the reverse: if people really have managerial capacity
they widl in most cases be able to find technical knowledge and
capital to work with, What makes a business successful is the eff=-
iciency of its management, for, given this, all else will follow."
He added the blunt warning that "African enterprise cannot be
built up simply by lending Africans money. To lend money to entre-

preneurs who lack managerial capacity is merely to throw it down

the drain.”

Such outspokenness could hardly be expected to commend itself
to self-styled African businessmen clamant for government assist-
ance and nationalist zealots convinced that only "colonialism"
had prevented the widespread establishment of secondary industries.
Yet it is strongly supported by the views of the World Bank Mission
to Nigeria. Their report goes even further: "The need for self-
help is not understood by the African business-man who looks to the

government, and the government alone, for financial assistance in
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the expansion of his business instead of jJjoining with others in a
partnership or other form of common enterprise. It is not under-
stood by rural communities and thelr leaders who demand school and
hospital facilitlies but are not ready to pay for them by increased
tax assessments. It is not understood by those who deplore graft
and corruption in the hospitals, in the produce inspection service,
in the railway and in private business, yet are unwilling to take

effective actlon against these abu5es."23

This aspect of the problem of industrialization has been
dealﬁ with at some length not only because of its fundamental im=-
portance but also because there is so much emotional confusion of
thought regarding it, and because the prevalling inadequacy of
African entrepreneurship tends to be lost sight of amid the haze of
publicity surrounding the government's achievements., "At every
turn," the Watson Commission had written in its report on the 1948
riots, "we were pressed with the cry of industrialization. We
doubt very muech if the authors of this ery really understood more
than their vague desire for something that promised wealth and
higher standards of life.“ajit must be admitted, however, that
some reasonably competent entrepreneurs are beginning to eatablish
themselves in a small way (there have always been a few), and that
there is much in the social orgeanization of the Gold Coast which
can serve the cause of economic growth instead of impeding it.
This is a matter where pessimism can be as unreliable a guide as
optimism,

Credit, too, must be accorded the government for its efforts
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to follow much of the expert advice given to it in this connection,
whatever reservations may have to be made concerning them, It has
established an Industries Division in the appropriate Ministry,
provided for tariff rebates and tax concessions to infant indust-
ries, made land available for industrial estates, expressed a wel-
~come to foreign enterprise, entered into business partnerships,
arranged for the temporary employment of ¢ualified Africans in
industrial undertakings overseas, and adopted various other meas=
ures for the promotion of industrialization, Finally, in accept=-
ing Professor Lewis' eminently practical recommendation, it has
provided a first-class hotel in Accra to facilitate visits to the

country by overseas industrialists.

CURREBNCY AND DANKING.

The colonial currency system has been much discussed.z-
Its operation in the Gold Coast will be described here only in
barest outline. "Broadly speaking, it is a sterling exchange
system under which a currency issue may be expanded only if an
equivalent value of sterling is deposited with the relevant curr-
ency authority. Conversely, the issue may be contracted by paying

Colonial currency into the authority in exchange for sterling.“zz

The amount of money circulating in the Gold Coast, therefore,
could be expanded if sterling earned by exports was pald to the
West African Currency Board, local currency sc cobtained being re-
garded as an import paid for with export earnings. In the usual

form of transaction, sterling was deposited with the Board by



expatriate trading firms to secure the release of loeal currency
with which to conduet their activities in the cclony. This meant
that although initislly the increase in circulation and in the
Board's sterling holdings was financed by such firms, in the longer
term it was financed by saving on the part of peasant-farmers from
whom export products had been bought, This saving had its counter-
part in investment abroad, and sterling earnings representing im-
ports foregone were immobilised in the Board's reserves. (See

"Overseas Balances", supra,)

The "automatic" operation of this system had definite advan-
tzges in the past, and certainly assisted the export sector, as it
had been designed to do, although the necessary close relationship
between currency circulation and the balance of payments (which the
intervention of the Cocoa Marketing Board had affected but not elim.
inated) may have impeded the development of the internal exchange
economy.zglt is not appropriate to conditions in a self-governing
country, however. The establishment of the Bank of Ghana in 1957
as the central bank and its issue of a national currency in the
following year is clearly intended as a step towards mobilising
finanecial resources in support of the government's development
programme., Though the new currency is still fully backed by ster-
ling and is exchangeable with sterling at par, the way has been
prepared for a fiduciary issue and for currency manipulation by
the government. (As Professor Hicks has recently reminded us,
however, "one of the drawbacks of being underdeveloped is that one

tl:7_9)

has so little room for monetary 'magic'.
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Diagram 8 opposite illustrates the ccnsiderable increase in
the money supply and other liquid assets which has taken place
since 1949; the detailed figures are in Iable A,8. The growth of
demand deposits and time and savings deposits in commercial banks
is particularly significant and supports other evidence of the
spread of banking habits =2nd the expansion of the money economy.
Although the total money supply fell by £2.2m, between 1957 and
1958, demand deposits actually rose by £700,000 and since other
bank deposits also rose the net decline in total liquid assets was

only l.7%.

The increase of currency in circulation cannot be explained
simply by price rises, and it was larger than the real increase in
value of domestic exports. The rate of increase, too, appears to
have been greater than before the wary in other words, the propor-
tion of the total amount of currency issued each year which did
not return to the Currency Soard appears to have grown. Bank
deposits, as already noted, have greatly increased in importance.
In an interesting article published in 1958, E.K.Hawkins has reas-
oned from this evidence (which he admits is inconclusive) that the
internal exchange sector, which haé grown relatively to the subsist-
ence sector, has also grown relatively to the export sector since
1946.§9The significance of this deduction, if it can be accepted
as valid, is that post-war prosperity has begun to change the str-
ucture of the econoumy: it is swinging away, however gradually, from
dependence on foreign trade, This does not mean to say, of course,

that the swing, if it exists, will necessarily accelerate or even
conlinue:
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It is a truism that savings and their investment productively
are essential to economic development. Hoarding, inadequate facil-
ities for saving and for financing enterprises, and, in general, a
lack of "bank-mindedness" in the people, are numbered among the
obstacles. The availability of modern banking facilities is thus
a highly relevant topic. Four commercial banks operate in the
country today. TIwo of these, the british-owned Bank of West Africa
and Sarclays Bank D.C.0., have been established for many years.
They still handle nearly all the business but are as yet ill-
equipped for activity outside the merchandise trade and have been

alleged, rightly or wrongly, to "discriminate" against Africans.

The Ghana Co-operative Bank has grown steadily in importance
since the war and although it exists primarily to supply the short-
term finasnce needed by cocoa-marketing co-operative societies it
also makes long-term loans to societies for buildings and capital
equipment. The Ghana Commercial Bank (formerly the Bank of the
Gold Coast) was established by the government in 1957 and is in-
tended to finance Africans engaging in tréda and industry and so
to fill the gap left by the British-owned banks. Its operations

are on a comparatively small scale so Tar.

Particulars of loans and advances made to domestic customers
in 1957 and 1958 by the commerecial banks (excluding the Co-operatiw
Bank) are given in Iable A.9. Commerce took the lion's share, with
61% and 65i, mostly for wholesale and retail trading, and for cocoa

marketing, while industry in general had only 14/ and 17/ and most
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of that was for timber extraction and building and construction.
"Industry and manufacturing" accounted for only £109,000 in 1957
and £188,000 in the following year, but the increase from 1,57 to
2,87 of the total may possess some significance, If any loans at
all were made for agricultural development, they appear to have
been of minor importance. Loans and advances are also made by the
Ghana Guarantee Corporation, the Industrial Development Corporation

and the Agricultural Development Corporation,

The gold trinkets and expensive clothing which appear on
special occasions are evidence that hoarding is still common in the
Gold Coast, and although its extent cannot be measured it is prob-
ably less common now than formerly., Mistrust of banks continues,
too, supported in individual cases by the idea that a bank account
invites unwelcome attention from needy relatives, Nevertheless,
there has been a remarkable expansion in banking facilities since
the war, from which a rapidly-growing "bank-mindedness" may reason-

ably be inferred.

As Diagram 9 opposite shows, branches of the Bank of West
Africa and of Barclays Bank D.C.0. increased in number from 20 to
59 between 1937 and 1957. Most of this increase took place since
the war, and by the end of 1958 the total number was 85.§}Tha eX-
pansion is related to improvements in communications as well as to
the prosperity of the cocoa industry. Togoland and the Northern
Territories now have banking facilities for the first time, and
expansion in Ashanti is also noticeable, Many Post Offices and

co-operstive societies also provide savings facilities.
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CO~OPERATIVE SOCIETIES.

The development of co-operation in the Gold Coast deserves
more careful attention than it has received hitherto in any writ-
ings about the country's economy. "The aim of the Co-operative
Movement," said an official report of overtiWwenty years ago, "has
been to introduce more businesslike methods amongst the local
peasants by utilizing the Africans' natural mode of communal work-
ing and endeavouring to develop that spirit of independence, self-
help and neighbourly assistance so essential to the maintenance
of an active and virile rural population. In addition to guiding
members along these lines, the machinery of the movement provides
facilities for stimulating thrift and for the profitable utiliz-
ation of such savings. The village society provides banking fac-
ilities which cannot be provided by other banking organizations on
account of the suspicions and illiteracy of farmers and the small

amounts that they can save."§?

These objectives must surely be approved by the "economic
developer" of today. In addition, the cocoa-marketing societies,
which form by far the largest section of the movement, encourage
their members to use improved farming methods and to "even out"
their incomes by making deposits at harvest-time sufficient to
meet off-season expenses., This helps to counter instability in
the economy resulting from the very marked seasonal flow of intern-
al expenditure and to lessen hardship caused by the succession of
spending-sprees and periods of indigence, which the activities of

import-export firms tend to aggravate. Progress has inevitably
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been slow (much too slow for impatient nationalists), but it has
been securely founded and was genuinely dependent to a very large

extent on the efforts of the co-operative members themselves.

Although its beginnings ante-dated the war, the movement
received a special stimulus from the formation in 1944 of a sep-
arate Department of Co-operation, with the duty of providing ad-
vice, assistance and audit services, The Co-operative Marketing
Association, too, benefited from the establishment of the Cocoa
Marketing Board, which solved for it the problem of exporting cocoa
collected from its member-societies. By the 1952-53 season, it
had become responsible for one-fifth of the entire crop (worth
about £6m. to producers), a larger share than was handled by any
other licensed buying agent, and has held this position since in
spite of direct competition from the heavily-financed Cocoa Purch-
asing Company set up by the Board at government instigation. In
the ten years to 1950, membership in cocoa marketing societies rose
from under 13,000 to about 40,000, and since many of these are
heads of familiés the total number of farmers concerned is actually

much greater.

At the end of 1958, 489 societies of all kinds were in oper-
ation, ineluding 376 engaged in cocoa marketing, with £1.4m. in
paid-up share-capital and members' deposits, and properties nomin-
ally valued at £592,000. It is a statutory requirement that in
every society one quarter of the surplus on each year's operations
must go to reserve; as the movement has grown, therefore, so has

its financial basis become more stable.
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Other forms of co-operation have not flourished so well as
cocoa marketing. Recommending the adoption of measures for the
encouragement of consumers' co-operatives, the Watson Commission
of 1948 had said §§that this was "not only economically desirable,
but also pelitically expedient, as a means of increasing the res-
ponsibilities or the African community and making clear the com-
plexities and problems of modern economic life", but recognized
that it would take time and require intensive education and propa-
ganda. The Co-operative Wholesale Establishment was founded as a
result, and by December 1952 was supplying goods to 39 consumers'
societies, but the organisation had been hastily devised, lacked
spontaneous mass support and never gained a secure footholdj; after
a few years it was wound up at a cost of over £250,000, (The war-
time growth of consumer co-operation in Ceylon provides an edifying

contrast.)

Small thrift and credit societies have continued to operate,
with cecontinual encouragement from the Department, but have had
little appeal in the prosperous conditions prevailing since the
war and are unlikely to expand. FFishing societies, and societies
for the marketing of crops other than cocoa, are now receiving
greater attention, and show better prospects of survival. Improved
communications and an enlarged staff in the Department have also
~enabled it devote more effort recently to the development of co-
operation in the Northern Territories, where low living standards
and the absence of a lucrative cash crop offer a particularly

stimulating challenge to co-operative activity.
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It has been pointed out that "substantial official support
does not generally promote the qualities which are so highly re-
garded in the literature of the co-operative movement and in its
philosophy. On the contrary these qualities become subordinated
to others which are in many ways their opposites, especially the
ability to secure political influence and administrative privilegg%!
'uanerally speaking, government support in the Gold Coast has been
confined to maintenance of the small Department of Co-operation,
and to guarantees of borrowing from commercial banks to finance
cocoa-marketing. The strength of the marketing societies has come
almost entirely from their own individual members, though they have
undoubtedly been favoured by recent prosperity in the cocoa industr;
The main impetus for their expansion was the elimination of middle-

men's profits.

In recent years, the big trading firms have been less: inter-
ested in cocoa than in the import trade, where returns are higher
(in Mareh, 1959, the United Africa Coy. withdrew entirely from
cocoa marketing), and the reduced competitive pressure has also
helped the co-operatives. Government support, however, has not
inereased., Since 1951, when African Ministers first began to form-
ulate policy, the government's attitude has been equivocal, to say
the least, and it still seems determined to weaken the movement or

to replace it with a centrally~-controlled farmers' organization.
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EMPLOYMENT, WAGES AND PRICES.

So fragmentary and of such dubious reliability is the avail=-
able evidence that little can be said about employment, wages and
prices, '"Disguised unemployment" in Gold Coast sgriculture has
already been discussed, As regards unemployment among wage-
earners outside agriculture, three main goups may be distinguished.
These are, first, unskilled workersj; secondly, skilled and semi-
skilled workersj; and, thirdly, what are known iocally as "middle
school leavers" - i.e. young persons who have had rather more than
a rudimentary education and are entering the labour market for the

first time.

Numbers of unemployed recorded in the first two groups nat-
urally reflect changes in the volume and pattern of economic active-
ity (particularly building and construction) so that for the most
part this is unemployment of the "frictional" variety. Some of it
results from the relatively inflexible wage-structure which, in a
context of low labour productivity and shortage of supervisory
staff, now tends to discourage the use of labour-intensive tech-
niques, African labour, if it ever was cheap, 1s so no longer;
the bull-dozer (for instance) is replacing the gang of manual

workers, The low degree of mobility is a contributory factor.

Unemployment in the third group is more "structural" in
character, and causes more concern locally. Before the war, the
small number of Africans leaving school had little difficulty in
securing employment of a cleriecal nature, but in recent years the

situation has been transformed. While the supply has vastly
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increased, the nature of the demand has altered and a mere slemen-
tary education, unsupported by additional skills, is no longer a
sufficient recommendation. The problem is aggravated by the fact
that clerical work is still regarded as the gateway to wealth and
privilege; agriculture, by contrast, has a negligible appeal.

Some of the government's attempts at a solution have been
noted; another of these was the recent formation of a "Builders'
Brigade", based on Israeli models. This is ostensibly designed
to provide employment outlets, to give further training, and to
undertake minor capital works. It operates under quasi-military
discipline and is meant to be self-sufficing in transport and
commissariat facilities., By the end of 1958, it had a total
strength of 8,281, of whom some 25§ were "middle school leavers",
20% carpenters and masons, 157 clerical workers, and 57 fitters,
Applications for enlistment greatly exceeded the vacancies avail-

able,

Generally speaking, however, unemployment is not a serious
problem. If co-operant factors of production continue to become
available in the course of economic expansion, and measures for
technical and other training prove adequate, it seems unlikely to
become one., The annual average figure for recorded unemployment
in 1958 was only 8,918, which was about 37 of the total number of
recorded employees, and of course the coverage of these figures

is far from complete-
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Significant changes have also taken place in the country's
wage-structure since the war, When literacy nad a scarcity-value
greater than it does now, the rates paid to clerical workers were
very high relatively to those of artisans and the like: this is
of course a characteristic of many under-developed countries,

The increasing demand for technical skills required in the Develop=-
ment Plan was articulated in the reports of various Government
Commissions and set in train pressures which have practically
remedied the disparity, however, Indeed, it can be argued that
Trade Union action has pushed some wages (particularly those of
some categories of unskilled and semi-skilled workers) above the

level justified by economic circumstances,

Average money wages paid to Africans appear to have risen
considerably in the post-war period: between the end of 195:+ and
the end of 1957 the average increase for all industries has been
calculated as 24%, During those three years, the average increases
in commerce (37%), in menufacturing (337), and in construction (25%;
are noteworthy, and may indicate a more rapid rate of development
in those industry groups. In part, however, they are due to pro-
motions of Africans to more senior positions; "Africanisation" ot
"Ghanaisation" is a cardinal tenet of government policy., In the
same period, the ratio of African to non-African earniﬁgs on av-
erage throughout all industries rose from 9.0/ to 9.77 : in comm-

85

erce alone the increase was from 11.97 to 12, 9%,~

Common misconceptions on the subject make it appropriate to

inelude here a note about the distribution of income by size,
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though this is only partly relevant to a discussion of wages. The
point has been well made by Frest and Stewart with reference to
Nigeria: it is equally applicable to the Gold Coast. "Our gesneral
conclusion (they wrote) is that not only is there the obvious gap
between European living standards and those of the great mass of
African clerks, petty traders, farmers and so on, but that there
is also a more important (because less obvious and less easily
documented) gap between African and African, on which the present
structure of taxation makes little or no impression., Large diff-
erences in income do not necessarily or perhaps even normally arise
from exploitation. Nevertheless, the danger of exploitation of
African by African, rather than of African by Buropean, is possibly

a subject to which far too little attention has been pa:t.(?u."-g-6

Finally, what evidence is available of price-movements since
the war? As regards import prices, we have seen from Iable A,5
that on average they have remained fairly steady, except for the
upward fluctuation which reached its peak in 1952, Not surprising-
ly, there is no general index of retail prices, and neither the
provisional index of expenditure by manual workers in Accra from
1948 onwards nor the improved index which replsced it in 1954+ is
sufficiently typical to afford a sound basis for generalization.
(These suggest that since 1951 the cost of living of the group
concerned has never been more than 7/ above its level then.) The
remaining official index, whatever its deficiencies, has a wider

geographical coverage, and is reproduced in ITable 28 overleaf.,
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Table 28 : Index of Market Prices of Locally-Froduced Foodstuffs,
1948-58. (1948 = 100 & 1954+ = 100)

We%g?:;d Accra | Kumasi| Tamale Ho
1948 100 100 100 100 100
1949 145 126 158 159 132
1950 145 128 | 153 182 158
1951 186 200 157 239 201
1952 190 197 170 M9 | 197
1953 186 185 182 24 199
A R AR AR AR
1955 106 110 10k 98 101
1956 115 126 109 99 112
1957 116 116 117 115 126
1958 113 115 11% 125 115J=

Source ¢ Quarterly Digest of Statistics, March 1959.

Notes : (1) Indices represent annual averages.
A new base year was adopted in 1954,

(2) Weights for the seven towns covered
were :- Accra 42, Kumasi 25, Sekondi/
Takoradi 1%, Tarkwa 8, Tamale 5,

Keta 4%, Ho 5. Only the four admin-
istrative capitals are shown above.

Not only does the weighted index conceal wide local varia-
tions, but detailed investigation on the spot would reveal consid-
erable differences in price even within comparatively small areas.
This phenomenon too is characteristic of many under-developed
economies: the large number of small-scale producers (with imperf-
ect knowledge of the market), the inadequacy of storage and trans-

port facilities, and the persistence of localized consumption-



~habits, are among the principal factors responsible.

The general picture which emerges from the Table is fairly
clear. Prices of local foodstuffs Tose steeply to a peak in 1952
or thereabouts (earlier in the case of Accra, later in the case of
Kumasi) but have shown comparatively little tendency to rise since
1954, The rise was greater than the rise in import prices, with
which 1t corresponded in time, and the two movements may not have
been entirely unrelated: as reference to Diagram 2 will confirnm,
total payments to cocoa producers were particularly high in the
three seasons beginning with 1950-~51.

Though the evidence is necessarily inconclusive, the comp-
arative stability in their prices which has persisted since 195#,
despite pressure from development spending, suggests that the loecal
output of foodstuffs has been increasing almost as rapidly as de=~
mend. It can also be interpreted as an indication that the country
has not yet pushed its productive capacity to the limit. Since
the marginal propensity to consume imported goods appears to be
high, a large part of any future increase in incomes will probably
augment the demand for such goods, while increasing urbanization
and growth in the number of wage-earners will reinforce the trend.
Nevertheless, pressure created by growing demand seems bound to
force up prices of local foodstuffs as spending in the next phase

of development gets under way.
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APPENDIX,
Table A,1 ¢ Distribution of Cocoa Proceeds (per ton), 1947-58,
1 i 5 3 I 5 [ o
CROP | Prod- | Export |Exp- Total | Sale Board |Cocoa
YEAR | ucer Duty enses | Cost Price | Profit | Lxp-
Price I50; b. /LOSS orted
£ £ £ £ £ £ 000 tongj
W78 | 74,7 1.8 9.%| 85,9 | 201.,2 | +115.3 206
”+8"’+9 121. 3 6, l 12 . 1 1390 6 136. 7 — 2. 9 275
'"Wo.50 | 84,0 13,8 12,0 109.9 | 178.% | + 68.5 253
15051 | 130,7 51.1 4,1 | 195,8 | 26845 | + 72.7 262
151-52 | 149.3 70.0 16,3 239,6 | 245.,1 | + 9.5 211
152-53 | 130.5 6, 7 17.3 | 21247 | B31.3 | #1186 247
153-54% | 134 W 163.% 17.1 | 315.0 | 358,7 | + 43.7 208
156=57 | 149,2 Y. 7 19,% | 213.% | 189.% | = 24,0 268
157=58 | 13%.% 127.0 18,6 | 280,0 | 30%.7 | + 24,7 207
Source:
Cocoa Marketing Board Tenth Annual Report & Accounts;
Eeconomic Survey, 1958.
Notes : (1) Colum 4% = Column 1 + 2 + 3,
Column 6 = Column 5 - k,
(2) It has been necessary to extract these figures from

(3)

the accounts of the Cocoa larketing Board, which in
their published form contain some errors, ambige
uitieg and discrepancies. Although therefore they
may not be wholly accurate in detail, they are
sufficient to provide a general picture of cocoa
marketing finances over the period concerned.
Activities of the Board other than the purchase and
gsale of the cocoa crop have not been taken into
account,

See also Table 5 and Diagram 2, in the text.
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Table A,2 : Imports by Origin and Exports by Degtination, as

Percentages of Total Imports and Exports, 1938-58.
ORIGIN IMPORTS
1938 1946 1956 1957 1958
United Kingdom 5%e5 | 63.8 | 6.9 42,2 43.3
Japan 3.6 - 10,1 10.7 8.0
Netherlands 2.0 2.4 8.3 8.2 SR
West Germany 5.7 - el 55 57
Us 8¢ Ao 9.8 8.8 3.8 4.8 5.1
Others 24,4 | 25.0 25,8 28,6 29.5
DESTINATION EXPORTS
‘United Kingdom 65.7 53:7 346 37.3 36.2
Us Se A | 11.8 277 18.5 15.8 19.2
West Germany 6.9 - 16.3 1245 16,1
Netherlands 5e2 3.2 11,2 9.9 9.7
Us Ss 5o Re - 1.9 24 6.8 Ok
Italy Oult - 2.9 42 4¢3
Others 10,0 15.5 14,1 13.5 14,1
Source ¢ Report of the U.K.Trade & Industrial Mission to Gh§g§ .

Notes ¢ (1) Exports to Hast & West Germany shown together for
1938 & 1946, All export percentages calculated from
total exports - i.e. including re-exports.

(2) For total annual values of imports & exports,
see Table 7.
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Table A,3 ¢ Imports by End-use, as percentages of Total V ’

195%-58.
195% | 1955 | 1956 | 1957 | 1958
Non=durable consumers' goods
Food, drink & tobacco . . . 15.% | 15.6 | 15.3| 16.3| 16.5
Textiles & clothing . . .+ .« |22.2|22.9|19.5| 21.%| 17.8
Other . . . . . . . . 8.6 8.8 902 9-8 10.6
Total 462 | 47.3 | W4.0 | 47.5| 44.9
Durable congumers' goods
Private vehicles & accessories 2.0 362 | 3.6 3.4 2.3
Other L] [ L ] L ] L] L ] L ] L ] .5 6.7 6.6 5.9 .3
Total 9.5 | 9.9 | 10.2! 9.3| 9.6
Non-durable producersg' goods
Materials for food, drink, tobacco| 5,7 | We8 | 5.6| 6.0| 5.6
v " agrieulture . . 146 | L1ul | Qad | 250 22
n " industry & commerce | 5.5 | 5.7 | 54| 5.6 6.4
Animal & veg. olls and fats . 042 | 042 | 0,1 062 0,2
Total 13. 0] 11. 8 13. 2 130 8 lLl.. l“l‘
b ucers' goo
MEESYIRIEN o 3 % s 11,5 | 12.% | 12.5| 10.2| 10.6
Capi tsal equipment . . . . ° ll'l'o ¥ 13. 3 15. s 13. 0 13. 9
Total 25.6 25.7 27:6 2302 2“". 5
Fuels and lubricants « « o 7 1 5.3 8.0 G2 6.6
TOTAL IMPORTS Bl 100 100 100 100 100

Source : Economic Survey, 1958.

Hote : Since Customs classifications for imports were altered in
195%, precisely comparable figures for earlier years are
not available. According to the 1958 Digest of Statisties,
however, particular volume indices increased as follows &=~

Food, drink & tobacco ..ssss from 100

Textiles [ ] L] L] L] L] - L L L]
Metal manufactures « « « « o
Machinery & transport equipt.
FOOU A% 9w o 5 e

L]
n
n
n

- 257 during 1948-54%
100 = 205’ n 11} 1n
100 - 182 ¢ " "
100 - 124 1954%=57
100 i 15’3 " n n
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Igble At ¢ Indiceg of Terms of Trade of Gold Coast Cocoa Producers
in Terms of Imported Textiles, 1943-1957. (1948 = 100)

Feduser Pyide | Textlies Terms of

YEAR of Cocoa Value Trade

£ per_tonl Imdex Index C R
1948 105.7 100 100 100
1949 964 21 925 96
1950 1152 109 92 118
1951 1'+3.2 136 e 120
1952 136,38 | 129 116 111
19537 | . 1331 1265 97 130
1954 134, 8 127 86 148
1955 14,0 | 136 83 16k
1956 - 14849 141 36 164
1957 13943 132 Bl 157

Source ¢ C.M.B. Accounts; Leon.Survey,l958; Digest of

Statistics, Oct.1958.

Noteg ¢ (1) Col.l : Calendar year prices have been calcul=
ated from crop year prices on the assumption
that approximately % of each season's crop had
been bought by 31 December.

(2) Cols3 s Govitentatistician's average value index
for all imported textiles. Since the base was
changed in 1954, it has been necessary to re-
adjust indices Tfor 1955-56-57 from base 1954 =
100 to base 1948 = 100,

(3) Col.% ¢ Indices of terms of trade of cocoa pro-
ducers represent producer price index as a per-
centage of values index for textiles (Col,2 div-
ided by Col.3) = i.e. units of textiles exch-
anged against 100 units of cocoa.
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Table A.5 3 Indices of Volume and Average Value of Imports and
tic Export d of Terms of T t
Gold Coast, 1948-1958, (1948 = 100 & 195% = 100).
o | 2 3 L
VOLUME INDEX AVGE, VALUE INDEX | TERMS OF
s Imports | Exports | Imports | Exports B
1948 100 100 100 100 100
1949 15% 118 ok 75 80
1950 152 123 101 112 111
1951 168 111 121 146 121
1952 167 108 127 141 111
1953 205 118 115 135 117
208 108 109 190 174%
9 100 100 100 100 120
1955 127 98 98 85 87
1956 123 111 101 68 67
1957 133 123 102 65 6k
| 1958 118 102 101 90 89

Source ¢ Digest of Statistics, Oct.1958; Econ,Survey, 1958,

Notes t (1) In 1954 the series of indices base 1948 = 100 were

(2)

replaced by new series base 1954% = 100,
from the former to the latter, or vice versa, would
cause distortion and therefore has not been attempt-

ed above.

Adjustment

The country's terms of trade are shown in Col.5,
which shows the export value index as a percentage
of the import value index = i.e. Col.4 divided by

Col, 3.
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£ m.

Table A6 ¢ B Account
Visible and Invisible Trade, 1950-1958,
Balance of Balance of Balance of
YEAR Visible Invisible Payments
Trade Trade on Current
Account
1950 + 31.0 - 11,0 + 20,1 °
1951 + 34,6 - 15.3 + 19:3
1952 W 25.1 el 13.6 + 11.5 .
1953 * 20.8 - 15.6 + 512 .
1951" + 53.6 - 12.8 * LI'O.'?
1955 + 17,0 - 15,1 + 1.8
1956 + 3.1 - 1605 = 1303
1957 + W2 - 18.6 - 1Y
1958 + 29,0 - 18,2 + 10.8

Source ¢ Economic Surveys, 1957 & 1958,
loteg t (1) Visible trade balance includes non-monetary gold

(2) Imports have been valued f.o0.b. and trade stat-
isties converted to a payments basis, so fig-
ures for merchandise receipts and payments on
which this table is based are not directly com=-
parable with those shown elsewhere,

The figures in this Table are r epresented diae
+ Detailed Balance
of Payments estimates for 1954-58 are given in

Tgble 10 in the text.

(3)

grammatically in D
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Table A,7 : Number of Road Vehicles, Tarred Road Mileage
and Railway Traffic, 1951-58,

1 2 3 L 5
Road Vehicles Tarred Railways
Current New Roads Freight Passenger'
gl e R
000's 000's Miles M., Tons Nos, = M,
1951 18.3 55 939 . 1.9 5¢5
1952 | 20.8 5.7 1,049 1.8 6.7
1953 2345 6.8 15135 1.9 4.9
1954 2649 76 1,317 1.6 4.7
1955 | 29.3 8.3 1,403 1.7 5,0
1956 33.2 9.8 1,645 1.9 5,2
1957 35.4 9.7 1,721 1.9 50
1958 36.7 8.4 1,802 1e7 5.1
Source : Economic Surveys, 195%, 1955, 1957, 1958.

Digest of Statisties,
Notes : (1) These figures are not all equally reliable, the road

mileages in particular being open to gquestion (Col.3).
(2) The large but unsustained inecrease in the number of
railway passenger journeys made in 1952 is not readily
explainable (Col.5)
(3) Figures in Cols.l,3,4% & 5 have been converted to simple
indices with the base 1951=100 and are shown graphic-

ally in that form in Diagram 6.
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Table 4,8 : Money and Other Licuid Assets Held in the Gold Coast

by th vernment and the Publie =58,
(Monthly Averages - £ m,) N
1 2 3 s 5 6
Money Supply Other Liquid Assets| Total
Notes Demand Total gime & Ps0eS.Be Ligquid
%oins Deposits gﬂgg{y ngégfgs Deposits Assetﬁﬁ
1949 | 20,5 743 27.8 2.3 3.3 33.2
1950 20,2 9e7 29,9 2.1 31 35.1
1951 | 24.8 104 35,2 2.4 4,0 41.6
1952 | 254 10.6 36,0 2.7 L7 43,4
1953 | 2642 13.8 40.0 3.4 5.1 48,5
195% | 26.0 15.3 41,3 4,1 5,2 5046
1955 264 15.% 41,8 4,6 79k 51.5
1956 28,6 16.5 45,1 545 5¢3 559
1957 29 N4 18,1 47.5 6.5 5¢3 59.3
1958 | 26.5 18.8 45.3 749 5e1 58.3

Sour¢e : Digest of Statisties, Oct.19583 Economic Survey, 1958,
(1) In 1956 the West African Currency Board revised its

No

S

estimates of currency in circulation.

Pre-1954

figures

in Col.l have been adjusted to conform with these,
Currency circulation figures in Table 1, supra, have
not been so adjusted,

(2)

figures in Col.5, which are for 31 March,

(3)

Figures in Cols.2 & 4 are for commercial banks.

All figures are monthly averages except for pre-1954%

Col.2 figures include deposits (other than banks'
deposits) in the Bank of Ghana from August, 1957.

&)

Diagram 8, in the text.

These statistics are represented graphically in



Iable A,9 : Loans and Advances to Domestic Customers

L]

¢ »1al Banks -53. (At 31st.Dec,)
1957 1958
£000 % £000 %
Agriculture & Mining 32 O 93 1.4
Agricultural produce 26 46
Mining é 47
Industr te. l,OhQ 14,1 1,172 174
Timber 531 7.9 573 8¢5
Building & Construction 352 4.8 411 6.1
Industry & M'facturing 109 1.5 188 2.8
Commerce 4,488 60,7 | 4,398 654
Wholesale & retail
distribution| 3,162 42,8 | 3,011 4,8
Cocoa marketing 1,202 |[16.3 | 1,053 15.7
Motor dealers 124 a7 334 540
Pers e . ?"I'l 10, 8""8 12.6
Personal & professional 698 822
Govt.& publie authorities 43 26
ce sous 1,084 1%.7 213 3.2
TOTAL 7,388 100 6,725 100

Source : Economic Survey, 1958

Note : Ghana Co-operative Bank not included,
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CONCLUSION : PAST HISTORY AND FUTURE PROSPECTS.

INTRODUCTION.

Notwithstanding the serious gaps revealed in the available
information, there can be no doubt that economic development as
defined herein has been taking place in t he Gold Coast. Previous
chapters outlined the early history of the economy and war-time
changes in it. The complex relationship between its population
and resources has been explored, and its post-war prosperity has
been described in some detail. To conclude this study, the
pattern of development must now be reviewed, so as to delineate

its principal causes and estimate its future course.

Superficially, the pattern is simple enough, and the history
of the Gold Coast's development is the history of its cocoa indus-
try. In a remarkably short time cocoa has transformed much of
the eccnomic and social structure: it is the main source of pros-
perity today as it was in the 1920's., Certainly this is a large
part of the story, but it is still only a part. The cocoa indus-
try flourished because ecconomiec conditions favoured it, and their
importance must not be overlooked: by no means least significant
were the character of the farmers themselves and t he activities
of HEuropean traders and the British Colonial Government. In
retrospect its expansion has an air of the inevitable, yet re-
flection shows that in other ecircumstances the story might have

been a very different one.



THE BEGINNINGS OF DEVELOPMENT.

Economic development in the modern sense is still something.
of a novelty in the Gold Coast: it did not really begin until the
last decade of the 19th Century. Yet in the previous four hundred
years of contact with Europeans changes had been taking place
which helped to prepare the way for new ideas and new ways of
life. To the Portuguese, the fort built at Elmina in 1482 was
an instrument of trade: hindsight enables us to see it also as a
symbol. ©OSeekers after gold, slave-traders, "palm-oil ruffians“,
soldiers, missionaries, and administrators like Henry lMeredith
and George Maclean - they all contributed, in divers ways and

for a wide variety of motives, to those changes,

The "leap to prosperity", in its turn, prepared the way for
subsequent development, and many factors had to combine for it to
take place, No other territory in West Africa attained a compar-
able degree of wealth in so short a space of time. By good for-
tune, gold, manganese and diamonds could be extracted fairly
easily, and geographical conditions favoured cocoa production,
but co-operation by the people and the government, and both
capital and entrepreneurship from abroad, were necessary to trans-
form these material resources into goods for exchange on world
markets and so, indirectly, into economic welfare. Without the
stimulus of trade they would have r emained latent; without the
peaceful conditions and the transport facilities which the gov=
ernment had provided the process would have been interrupted and

obstructed, Sound policies of government finance and native
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administration also played an lmportant part, and advance in

medical science.

Takoradi Harbour and Achimota College exemplify measures
taken to improve communications and social services during this
period. As exports of cocoa and minerals increased and the vol=-
ume of imports grew, the government's revenues expanded and for
the first time it had considerable funds to spend on development,
to which were added loans raised in Britain. ©Some mistakes were
made, of course, but on the whole these forced savings were in-
vested in ways beneficial to the development of the country.

The esgential framework of "social overhead capital" began to

take shape and the improvement of "human capital" was accelerated.
In the depression of the 1930's, however, the catastrophiec fall
in earnings from cocoa re-emphasized the insecure character of

an economy so largely based on one export crop, while diminishing
government revenues exposed the inherent weakness of the fiscal

structure.

The war years brought opportunities as well as difficulties,
and on balance the Gold Coast appears to have gained frcom them,
Serious inflation ﬁas averted as much by good fortune as by good
Judgment, a bauxite industry was established, and from the mil-
itary authorities the country inherited not only various import-
ant capital assets but also an enlarged labour force, some of
whose members had a cquired valuable new skills, The government

assumed new responsibilities and a new interest in economic affairs,
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Gold Coast soldiers served overseas and returned with new ideas
and attitudes. In general, the economy and its social structure
were shaken up in a menner which, although damaging to the old

order, was probably favourable to continued economic development.

To some extent the economic situation during the war resem-
bled that likely to confront a government consciously trying to
induce development, and important lessons may be learned from it.
The diversion of resources to meet military needs, and the re-
duction in volume of imported goods for private consumption,
produced an inflationary trend not readily subjeet to control.
The most effective weapon against it was the price-policy of the
West African Produce Control Board in regard to cocoa purchases,
whieh led to the aceumulation of large resources almost inadvert-
ently. Private consumption expenditure, stimulated by the
"demonstration effect" created by overseas soldiers, was difficult
to check and the inelasticity of local agricultural production

was amply deumonstrated.

The country's shortage of labour skills rapidly became
apparent and although conditions favoured them in many ways few
small-scale local Indusiries were established, indicating the
absence of a class of domestic entrepreneurs., Lxtractive indust-
ries increased their output chiefly because of scientific tech-
nigues and imported management. Continuous exhortation had only

a very limited effect in diversifying agricultural producticn

and encouraging the growth of personal savings. On the other
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hand, although many of the people had come to rely on supplies
of imported foodstuffs they seem to have been able to replace

them fairly readily with domestic output for their own use.

Certain changes, too, took place during the war which were
especlally significant to later development. The marketing of cocoa
was revolutionized by the forerunners of the Cocoa Marketing Board,
which set a precedent for "compulsory savings". Income tax was
introduced by the government to augment its Customs revenues and
direct taxation by Native Authorities was systematized, Large
overseas balances were accumulated. Finally, the administrative
system was tested under particularly exacting conditions and the

consequent exposure of its defects hastened their eradication.

DEVELOPMENT SINCE THE WAR.

Population questions have been considered in detail and
need not be recapitulated, ©Suffice it to note that in this
respect the Gold Coast 1s less seriously hindered economically
than many under-developed countries. Though the rate of increase
is probably greater now than the 15 per thousand calculated in
1948, a "breathing-space" has been afforded which provices an
opportunity for keeping output ahead of numbers, Generally
speaking, density is not unduly high ("under-populated" is a
Justifiable description), and the ratio of workers to dependants

is relatively favourable.

The movement away froem agriculture seems to be proceeding

fairly rapidly and the numbers employed in "secondary" and
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"tertiary" occupations to be growing. Subsistence production is
less important than in comparable African territories and ie
gradually yilelding to the exchange economy. Urbanization is
already quite far advanced and is continuing, enlarging the scope
for economies of scale. Hducational and training facilities have

been greatly expanded and illiteracy is being resolutely attacked.

The obstacles must not be under-estimated, howevers develop:
ment depends to a very large extent on the energy, skills and
character of the Gold Coast people and the speed with whieh their
economic attiltudes can be transformed. Zven now they do not form
a united, homogeneous nation, but rather a collection of tribal
groups, held apart by language differences and t raditionzl anti-
pathies, unevenly distributed geographically and widely diverse
in cultural levels, All this is changing, of course, but the
Techniques of modern production and the nevw attitudes escential
to thelr success cannot be learnad overnight. Manufacturing
industry, for this and other ressons, is unlikely to gow with

such rapidity and assurance as did cocoza production,

History does not repeat itself, but nevertheless there are
striking resemblances botween the current prosperity of the Gold
Coast and that which it enjoyed during the 1920's, although the
scale is different., These extend even to the character of dev-

elopment programmes: Tema Harbour and the University College,
for example, replace Takoradi and Achimota. Cocoa exports were
the main source of new wealth, then as now. An important dis-

tinction must be made, however. (See Diagram 1, overleaf.)
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Inflated post-war cocoa prices were a major factor in the earlier
period, certainly, but the conditions of opportunity they created
vere solidly reinforced by increasing produection, not only of

cocoa but also of manganese and diamonds, Hconomic resourées wvere

in part being recombined and expansion was the result.

What has happened since 1948 was rather different, Cocoa
output remained well below the average of the years immediately
before the war and showed no tendency to rise. (In part this was
a result of swollen shoot disease.) The astonishing upward trend
of world cocoa prices, however, overshadowed everything elses:
cocoa exported only once fell below £40m. in annual value and
from 1950 to 1958 averaged nearly £60m. The share of this exacted
by the government in export duties enabled it to meet almost the
whole cost of the First Development Flan and still retain substan-
tial reserves to help with the financing of the Second Development
Plan, Meanwhile, imports greatly increased in volume and stand-
ards of living improved despite the fact that cocoa producers

received only a part of the sums realized from their crops.

Production of diamonds and timber increased simultaneously,
it is true: increased earnings from them and higher prices receiv=-
ed for gold and manganese contributed to the general prosperity,
but cocoa prices were undoubtedly the principal factor involved,

A favourable movement in terms of trade, rather than increased
investment or productivity, made accelerated development possible.
As suggested earlier, it was as if the country had benefited from

huge capital transfers - or almost as if its government and people
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had won a series of lottery prizes!

Naturally enough, this theme recurs again and again in the
post-war history of the Gold Coast., Higher cocoa earnings enabled
imports to double in volume between 1948 and 1953 and continue to
rise, They were msponsible for healthy balance of payments sur-
pluses (except in 1956 and 1957) and swollen overseas balances.
They stimulated domestic trade, expanded the amount of currency
in circulation, and encouraged both the spread of commercial bank-
ing facilities and the growth of co~operative soecieties. On the
other hand, a ithough they prompted farmers to put more land under
cocoa, they dissuaded them from producing more foodstuffs and from
the cultivation of alternative cash crops. It is certain, too,
although precise information is lacking, that cocoa production has
permanently aifected African social relationships and communal
systems of land tenure, and that wage-labour has become increas=

ingly important to it.

It will be apparent that in recent years low "absorptive
capacity” has been a more serious obstacle to development than
lack of capital. The aim of the 1951-59 Development Plans, there-
fore, was to expand and strengthen the framework whose construct-
ion had been started by Guggisberg some thirty years before, and
their main emphasis was on communications, education, public works
and general services. Agriculture and industry, by contrast,
received comparatively little atlention, but the scope for action
there was necessarily limited and in any case the Agriculture

Department was pre-occupied with the struggle against swollen
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shoot disease, The substantlal completion of these Plans, in the
face of numerous difficulties, was largely due to the sound admin-
istrative organization which had been built up, and the efforts
of British officials in the technical departments of government,

Adequate National Income statistics would be immensely
valuable not only to the student investigating Gold Coast develop=-
mwent, but also to the government encouraging it, and in no other
way could this development be assisted so much at so little cost
as by having them prepared, The deficiencies of those now avail~
able need no eclaboration: they are incomplete, cover only a short
period and must be subjeet to many reservations. In the ecircum-
stances, though, they represent a considerable achievement, and

much of what they show is interesting.

The Gross Domestie Product, for example, seems to have in-
ereased annually from 1955 to 1958, and for the latter year was
estimated at £366m. or £76 per capita, which 1is a level of income
higher than in many under-developed countries and much higher than
garlier guessas had suggested. Gross capital formation averaged
about 12%, so that net investment may have been about 87 of net
national product, causing it to inerease by perhaps 27 a year.
This rate of Increase would leave little enough to spare even 1if
population eontinued to grow by 1.57 a year: if it grew much
faster, "demographic investment" would swallow up all of the

annual addition to output.

The essential economic taskfor the Gold Coast is to increase
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output faster than the rate of population growth, Considered in
the foregoing highly conjectural terms, which involve all sorts

of assumptions, this means in practice that the rate of invastment
must be inecreased, or that the nst increment of output resulting
from a given amount of investment must be 1ncreased (i.e, the
"eapital coefficient" must be lowered), or both, This is equiv-
alent to saying that there must be more investment, and that it
must be more productive. 1t follows that in the taking of invest-
ment deeisions by the government, by the firms, and by the people
themselves, the future economic history of the Gold Coast will

be largely determined.

ROSFZCTS FOR THE FUTURE.

So many incaleulable factors are involved that any attempt
to forecast the economic future of the Gold Coast must necessarily
be hazardous. What follows is therafore an assessment of poss-
ibilities rather than a confident prediction., The nationalist
government now in power will clearly play a leading role in events,
yet it is subjeet to such a wide variety of influences, non=-
economic as well as economie in character, that there can be no
assurance of its decisions appearing wise, or even wholly rational,

to the impartial observer,

The governument's economic aspirations for the five years
from 1959 to 1964 are set out at length in its Second Development
Plan. (See Table A,2.) This provides for a total expenditure of
£243m, and places special emphasis on agriculture and industry,

which together account for £50m. or about 207 of the total,
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compared with 127 in the previous Plan. It proposes to increase
and diversify agricultural production by introducing new methods
and new crops, by bringing undeveloped areas under cultivation,

and by expanding educational services.

As for industry, the establishment of at least 600 factories
producing a range of 100 products, is contemplated, These are
intended to r=lievs pressure on the balance of payments by replac=-
ing imported consumer goods, to provide productive employment in
towns, and generally to contribute towards the necessary diversif-
ication of the economy. Direct government invesiment in industry
is envisaged, and the government proposes to hold £10m., available
for this purpose as well as to continue with the improvement of
services which facilitate industrialization, but the prinecipal
agents in the process are &pected to be private firms from over-

S288 .

In addition, the Plan provides forexpenditure of £100m. on
hydro-electric work on the Volta River, as the first stage of an
attempt at country-wide eleectrification, irrespective of the dev=-
slopment of an aluminium industry to utilize proved deposits of
bauxite. (The Volta River Project, in the original form publish-
ed in 1955, comprised the construction of a dam, smelter plant,
and other works, the cost of which was to be shared by the partie-
ipating aluminium companies and the British and Gold Coast Govern-
ments, It would have been in every way a highly economic use of
Gold Coast resources, but for reasons which have not been adequate

ly explained the negotiations were never completed.)
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Finally, projects estimated to cost £15m. remained outstand-
ing from the previous Flan, so that the total expenditure envis-
aged in the five-year period comes to no less than £358m. (i.e.
£2%43m. plus £100m. plus £15m.) Towards meeting this, the govern-
ment expscts to be able to muster some £50m, Tfrom its own unencum-
bered reserves, £25m. in loans from Cocoa Marketing Board reserves
and about £15m. in all from general revenue - a total of approx-
imately £90m., To reduce the disparity, therefore, it has selected
a nuaber of projects "for immediate implementation” (in effect,

a scaled-down version of the main Flan), estimated to cost nearly
£126n. without taking into account either the hydro-electrie

project of the £15a. worth of work carried forward.

There is a visionery qulity about this kind of "planning"
which commands attention, btut of course it is open to critlicism
on a great number of counts., The Plan itself, in its atlenuated
as well as its original form, appears to be based on & sound
enough assessment of the country's principal economic needs and
there can be little doubt that if it could be successfully com=-
pleted the people of the Gold Coast would be much better off in
a material sense and well prepared for further edvances. A
nationalist government, recently come to power and savouring the
delightis of independence, naturally tends to the grandiose, if
only because so much is expected of it, and because it is eager
to out-do the achievements of the colonial government it has dis-
placed. In such circumstances over-confidence, accompanied by

inexperience, may be as great a danger as excessive caution.
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It is courting disaster to arouse expectations which may
not be fulfilled, and the most obvious d efect of the Second Dev-
elopment Plan, even in its modified form, is that there is not
nearly enough noney to pay for it. Increased local taxation and
forelgn loans may help to close the gap, but there are serious
limitations to the amounts which can be raised in this way.
Zarnings from the established export industries, too, are partic-
ularly liable to fluctuations, and the experience of the great
depression and, on a lesser scale, the recession of 1956-57,
showed how seriously these could interfere with development.

In addition, there are the problems of balance of payments def-
ieits and of inflation, which can all too easily get out of hand
when development spending increases more rapidly than domestie

production. The growing burden of recurrent charges is another,

Furthermore, the Plan over-simplifies dangerously by making
development appear to be almost entirely a matter of finance.
There is no mention of restricted consumption, or harder work,
and thess are not aims which can be achieved by mere exhortation,
however eloquently repeated. Social and cultural factors in the
Gold Coast are not especially unfavourable to economic develop-
ment, but changes in certain customs and attitudes would clearly
be advantageous. Examples are the low regard in which farmers
are held by literates, the repugnance of educated Africans for
anything resembling manual work, and widespread "conspicuous
consumption": many others might be quoted, Conscious efforts

by the government to modify these and, in short, to reform the
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general conditions of economic life, would quite conceivably
have more important repercussions in the long run than some of
its heavy expenditure on public works. The 'climate of investment',

of course, deserves special attention.

Some government expenditure incurred since 1957 might have
been reduced or even foregone without detrimenht to the ccuntry
from an economic point of view, and this is true also cf scme
proposed expenditure, The case in its favour rests on such
matters as the enhancement of national prestige and the enccurage-
ment of a sense of national identity, but the "demonstration
effect" on an international level has played an unadmitted part.
Costly defence services, embassies, and monumental public works,
as well as inter-governmentsl visiting and conferences, are
perhaps the best xamples. All of these may be justifiable on
non-economic grounds, but it is well to remember that continuous
extravegance on tha part of their governments is a2 luxury which

few countries can afford.

Bven if there is enough money to pay for it, however, the
Development Plan can be put into effect only if the nsecessary
staff is forthcoming. Since the Gold Coast 1tself cannot pro-
duce them in time, this is a fundamental difficulty. Technical
ald programmes can help up to a point, but skilled men, like
development capital, are scarce and, like it, must be attracted:
their availability is very far from being wholly a matter of
monetary incentives, The presence of British officials after

the coming of Independence may have been an unpleasant reminder
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of the reviled colonial system, yet the mass exodus encouraged
by the new government was undoubtedly harmful to the country's

economic prospects.

Prosperity has come easily to the Gold Coast. By the
standards of under-developed countries its people do not work
very hard, and in recent years its government has been much less
concerned with the problem of financing development than with
spending the large sums already available., In the circumstances,
it is hardly surprising that t he development process should seem
simple and natural, and progressively higher standards of living
readily attainable so long as funds are plentiful. A spirit of
cheerful optimism has undoubted merits for a country undertaking
the task of self-improvement, but the external observer becomes
more confident of its success when there is also a widespread
realization of the difficulties and hardships likely to be in-

volved.

Triumphant nationalism can give a powerful impetus to
economic and social change, and adherents naturally think of it
thus, but it may substitute new obstacles for those swept away.
It may inspire a belief that Independence inaugurates the millen-
ium, bringing less work and lower taxes. It may divert attention
from economic matters and perpetuate the idea that politiecal s
action alone ensures results., It may impair powers of judgment,
foster intolerance, nepotism and corruption, and destroy that

very cohesiveness which helped it to succeed. ©Signs of all these

tendencies have appeared in the Gold Coast, and all are relevant
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to an assessment of its economic prospects.

CONCLUSION.

After nearly a century and a half, Meredith's prescription
for "increasing the trade of this country" is still remarkably
apposite, though the emphasis has shifted. When he wrote, in
1812, it was imperatively necessary to impose peaceful conditions
and the rule of law. These were secured, in time, by the spread
of British influence, and made possible all subsequent economic

and political advance.

Railways and roads penetrated the forest, enabling Gold
Coast produce to reach world markets more quickly and cheaply
and bringing in return manufactured goods which raised living
standards. The history of the cocoa industry is also a history
of improving communications., "Free intercourse with the interior"
has been achieved: new and improved roads and a vastly increased
road traffic are transforming ways of l1life in all but the most

remote villages, yet a great d eal remains to be done.

Much the same is true of education. Nowadays there are
Africans in every profession and all ranks of the Civil Service,
as well as skilled artisans, accountants and clerks, but their
numbers are still far too s®8ll for the country's needs. The
basis of education has been widened and soon nearly all young
people will be at least literate, but the task of "enlarging
their knowledge" implies much more than that. More schools and
colleges are being built, but it is easier to put up new build-

ings than to staff them with teachers and to inculcate new ideas.
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As for "introducing an improved system of agriculture and
the arts of civilised 1life", there is fairly general agreement
among contemporary theorists. Cocoa has transformed the situation
since Meredith's day, but increased agricultural production and
the spread of scientific techniques are essential if further
economic development is to take place. By growing old crops in
better ways and learning to grow new ones, by acquiring new prac-
tical skills and using them productively, the people of the Gold
Coast can continue and even accelerate the process., In the long
run, the benefits of increased consumption can be achieved only
by increased production, but the fundemental problem of "exciting

their industry" is still incompletely solved.

Finally, there is the need for "such a government and police,
as will secure them in the enjoyment of what they may acquire by
exertion", For 113 years, if one reckons from the "Bond of 1844",
this was supplied by British administration, though for most of
the country the period was a great deal shorter. Whatever its
shortecomings may have been, no impartiasl student of history can
doubt that the results were on the whole beneficial, Since 1957,
however, the newly-independent state of Ghana has been ruled by
a government of its own people, elected by democratic processes.,
Too little time has elapsed for this government's policies to be
Judged conclusively, but an observer who has the welfare of the
people at heart may appropriately express the hope that it will
prove itself no less careful of their political and economic
interests than the British Colonial Government which preceded it.
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APPENDIX.

Table A,1 : Quantity & Value of Gold Coast Cocoa Exports,
1918 - 58,

Table A.,2 : Government Development Plan Expenditure, 1951-59
and Proposed Expenditure, 1959-6%.
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Table A.,1 : Quantity & Value of Gold Coast Cocoa Exports, 1918-58.

Annual | Average Annval Average
Value Quantity Value Quantity
£m, 000 Tons £m, 000 Tons
1918 | 1.8 1938 4.5
1919 8.3 1939 5el
1921 4.8 1941 4,0
1922 | 5.8 1942 2.4
1923 | 6.7 | 1943 3.5
199% 12 | 194G | 308
1925 | 22 - | 216 1945 Tk 208
1926 | 9¢2 | 1946 9.5
1927 | 11.7 | 1947 16.6
1928 | 11.2 | 1948 | 42,2
1929 | 97 | 1949 3%.0
1930 | 7:0 | 226 1950 4.6 237
1931 | Sa¥ - | 1951 60.3
1932 | 5«5 - | 1952 5245
1933 | 5.0 | 1953 | 56.1
193+ | h,0 | 1954 84.6
1935 | 5¢2 | 256 1959 65.6 230
1936 | 77 1956 51.1
1937 | 10.0 1957 50.9
1958 62,3

Source : G.C.Statistical Abstracts, No.l (1956);Digest (1959);
P.Hill : "The Gold Coast Cocoa Farmer" (1956).
Notes : (1) Values are f.o.b. and averages cover 5-year periods.
(2) Diagram 1 presents these figures graphically.
See also Diagrams opposite pages 16 & 169 herein.
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Table A,2 : Government Development Plan HExpenditure, 1951-59

and Proposed Expenditure, 1959-6k.

£000's

- —

Agriculture & Nat.Resources
Industry & Trade . .
Electricity (excl.V.R.P.)
Communications . .

Local & Regional Government

Education . . .
Information & Broadcasting
1 Housing . . .
| Health, Sanitation & Water
Police & Prisons . .

Miscellaneous ’ .

First & Second Plan
Console [™p tal | Modifted
Plans
74616 24,668 10,425
54 548 254331 15,418
4,440 8,765 74000
35,955 53,010 28,679
6,000 18,852 9,220
17,390 27,852 14,150
1,176 2,677 1,693
7,862 17,000 7,093
15,033 43,650 19,675
24953 7,677 4,786
13, 549 13,684 7,718
117,522 | 243,166 | 125,857

Notes : (1) First Dev.Plan :

Second Dev.Flan :

: 1957' 590
1959-64% (proposed).

(2) The discrepancy between first column figures above
and Table 20 at p.229 herein is explained by the
fact that the latter included only estimates for
1957-59 and also Tema and V.R.F. expenditure,
Reconciliation is not possible on a basis of the

information available.

Source : Ghana Govt, : "Second Development Plan, 1959-64" (1959).
1951-57.

Consolidation Dev,.Flan
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