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PREFATORY NOTE

The 1971/72 combined Survey of"Ec()nomic Conditions in Africa, Part II, is the
third in the annual series cf> that Part of the Survey devoted to wide-","",'"",,,,, "".1
important topics on African economic development. It also eupp'Lcmorrtc the regul He

annual analysis of the current economic situation covered in Part I of the Survey.
Due to difficulties connected with the collection and analysis of the relevant
information, it has not been possible to follow our usual practice of preparing
simultaneously, Parts II of the 1971 and 1972 Surveys.

The issue is about the employment problem in Africa. Employment has become a
central issue in discussions on development objectives. The basic purpose of this
study is to contribute to a better understanding of the problem and the relevant
policy implications, bearing in mind, that the causes of underdevelopment and
unemployment are largely qualitative and the data base for definitive statement
about the magnitude of the problem very weak, particularly in Africa, where the
lack of basic statistics is an important indicator of underdevelopment.

The study makes free use of African demographic statistics to estimate 'base
year' population and labour forces and future rates of growth of the 'base-year'
stock figures and of national accounts data, to provide guidance on economic
structure and on total and sectoral rates of growth. There is no doubt that these
data are deficient in many ways as almost all African statistics are. However,
they are judged to be accurate enough to enable a plausible delineation of the
employment problem in Africa. As things are, the employment problem in Africa is
more manifest in the urban areas than in the rural areas. In view of the intimate
link between the unemployment problem and the choice of techniques, some attention
has been paid to alternative techniques particularly in the modern sector. And
since the overall concern of the study is development, and much emphasis has been
placed on the lack of data and defects in those available, the study concludes w~th

some guidance on the collection and analysis of development indicators. It may
be" worth repeating that the data base for this study is weak and that some of the
views expressed are controversial. However, the scarcity of this type of analysis
of the employment problem in Africa within the framework of appropriate policy
prescriptions, justifies this contribution and it is hoped that its publication
will stimulate further thought and research work.

This Survey is published on the responsibility of the secretariat and the views
expressed should not be attributed to the Commission or its member Governments.

1< I -/IKC_4 C'L~_. ~
R.K.A. Gardiner

Executive Secretary

1------------------------



- j

Chapter I INIRODUCTION

Even a cursory comparative examination of economic journals and work programmes
of research institutes and international organizations would show that much more
attention is now being given to the employment problem in developing countries than
10, or indeed 5, years ago. Moreover, employment is not peripheral but central to
the present discussion. Indeed, a prominent question is whether or not growth in
employment and growth in output are conflicting objectives.

Although much happened in Africa in the past decade, in some essential ways
African economic problems in 1970 were not markedly different from what they had
been in 1960. Certainly African populations and the African labour force were grow
ing significantly before 1960, and in both 1960 and 1970, the basic goals of modern
ization were widely accepted and far from achievement. One decade after the attain
ment of political independence, African economies were still largely rural, with
the bulk of the population dependent on low-productivity activities and only a very
small proportion of the labour force in (relatively highly paid) wage employment in
the modern sector. It is therefore necessary to explain the previous "neglect" of
as well as the present concern with employment.

From recent writings, a consensus explanation of the earlier neglect would run
as follows: The problem of employment was not given particular attention previously
because it was believed that promoting growth would also promote employment;
experience has confounded this belief; therefore a new concern with employment has
emerged. Thus, according to one widely-cited, recent work, "Underemployment and
inadequate incomes were held to come about simply because, ex definitione, less
developed countries are poor in reproducible factors of production, in skills and
in technical know-how. Once the process of growth is begun, once wealth, capital
and knowledge increase, and as education and businesslike thinking spread, so
employment opportunities would begin to improve". 11

Once it was recognized that the provision of employment on an adequate scale
was nct autcmatically ensured by output expansion, attention began tc be paid to
the characteristics, causes and consequences of the employment problem. Amcng the
causes, pride of place ought to be given on the supply side to high rates of popula
tion and labour force growth. In recent years African populations have been growing
at rates markedly higher than those recorded in developed countries, either now or
at the relevant earlier stage of the economic history of such countries. Moreover,
it can be shown that present high rates of African pcpulation growth constrain,
rather than promcte, economic grcwth. £/ The basic demo~~aphic element on the
supply side combines with some demand-related features ",' the modern labcur market,
including the initial smallness of that market, business behaviour, factor price
distorticns and the increasingly capital-intensive thrust of modern technology to
suggest that full employment (whatever that might mean in developing countries) could
not be secured (at least in the foreseeable future) by means of modern economic

11 Turnham, D., The Employment Problem in Less Developed Countriest
A Review of Evidence, OECD. Paris, 1971, p.9.

g/ See A Survey of Economic Conditions in Africa, 1967. United Nations
publication, sales no. E68.II. K.4) pp.viii-ix.
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growth in the usual sense of the term. For example, if 20 per cent of a labour
force which was growing at 3 per cent per annum were fUlly employed in the modern
sector at some point in time, then employment in that sector would need to grow
at 15 per cent per annum in order to absorb the annual increment to the labour
force. It follows that output in the modern sector would have to grow at 15 per
cent per annum if a moratorium were imposed on productivity increases and at a
higher rate if there were no such moratorium.

If the oft-alleged relative neglect of the rural areas is added to the factors
just discussed, two basic characteristics of employment in developing countries,
including those in Afric~ can be identified. The first has to do with income
distribution, the second, in a related way, with the location of population. If
the proportion of the incremental labour force absorbed into the modern sector is
declining and if the absorptive capacity of the modern sector with respect to labour
is generally limited, then a significant proportion of the pre-existlng and
"employed" labour force is going to be frustrated in attempting to gain entry to
the modern sector. Many of the new entrants to the labour force will thus either
become overtly unemployed or be driven into low-productivity (and low income-generat
ing) employment in the rural areas or in the urban 'informal' sector."J/ In this
circumstance, and given that~ proportion of the labour force does find
(relatively) high-paid, modern employment, it is easy to believe that over a decade
or more, many of the poorest members of the labour force experience little if any
material betterment and that income inequality is increasing with time. Reasoning
of this kind underlies much of the discussion of the 'growth without development'
phenomenon.

Relative rural neglect and the substantial (but by no means complete) coin
cidence of the modern and urban sectors of the economy could be expected to result
in a marked shift of the population and percentage of would-be wage workers, from
the rural to the urban areas. Certainly, African urban populations grew more rapidly
than rural populations in the 1960s and more rapidly than would have been possible
on the basis of natural increase alone. iI In the absence of much international
migration and in the light of the failure of the number of modern sector jobs
to grow quickly, this suggests that the African employment problem is most openly
manifest in the urban areas. This 'fact' is not necessarily inconsistent with the
view that the solution to the problem requires much more policy attention than was
hitherto paid to the rural areas. It does, however, mean that policies towards the
modern sector possibly have a strategic importance beyond the weight of urban
economic activity in total economic activity.

The truth is that the characteristics and causes of the employment problem
and consequently its solutions,are still imperfectly understood, as is the develop
ment.

3J This is net to disparage the economic potential of the "informal" sector.
For a fuller discussion of this question see ILO 1mployment, Incomes and Equality:
A strategy for increasing productive employment In Kenya, Geneva, 1972, PP.5-6
and chapter 13.

iI See James Pickett "Population, Labour Force and Economic Growth", :Dill.
Journal of Mod~rn Afric~n StudieA, Vol. 11, No. 4,December 1973, p. 591.

-------------',.
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process itself. Even such a seemingly simple question as "who are the unemployed?"
is not easy to answer because of both conceptual and measurement difficulties. 21
On the conceptual side, the developed country notion of 'involuntary idleness' is
not entirely helpful. It is widely thought that the 'unemployed' are often better
off (because, for example, of ease in obtaining support from relatives during the
perhaps prolonged period which they spend seeking acceptable work) than those who
are so poor that they cannot afford to be idle. In this connexion there are at
least occasional reports of the simultaneous occurrence of unemployment and labour
shortages §j and a question arose as to just how involuntary this unemplcyment is.
Indeed, given the evident imbalance between the supply of and the demand for modern
sector jobs (and the related rural-urban exodus), doubts about the involuntary
character of much of the open unemployment observable in developing countries are
in order.

These and other difficulties which arise when an attempt is made to define
the unemployed more or less conventionally have led to the suggestion that unemploy
ment should be measured by income so that those members of the labour force with
incomes which are low relative to the average in any particular society are counted
as unemployed. This approach has both logical appeal and practical advantage. In
focusing on low incomes, it places the employment problem squarely in a development
framework, and in principle it identifies those who need more income to survive and
who are available for more productive employment. Moreover, it can be argued that it
would actually be easier to measure unemployment in this way than by attempting to
count the open unemployed and to estimate, an any of the evident ways, the extent
of disguised unemployment. The incomes approach, however, is not without its
disadvantages. It does not appear to solve the problem of the voluntary idle with
no present earned income; it raises some difficult problems of international com
parison; and it tends to blur the distinction (which could be important for policy
reasons) between the problems of generally low productivity and those of unemployment.

On the data side, there is a lack of even remotely relevant information. The
work by Turnham almost certainly represents the most ambitious effort yet made to
bring together as much available data as possible. Indeed, it is subtitled A
Review of Evidence. Nevertheless, Turnham confesses that "much of what follo;s

21 The complexities of the employment problem are well surveyed in Turnham,
op.cit.,and in a paper entitled "Economic Development and Labour Use" presented by
H.J. Bruton at the Ford Foundation Seminar on the Employment Process held at Bogota
from 21 through 23 February 1973. Richard Jolly, drawing on the experience of three
ILO Missions - to Colombia, Ceylon and Kenya - emphasises that "there is not one
employment problem but many". See his paper entitled "Employment Problems in Less
Developed Countries", which was presented to the OECD/IBRD International Meeting of
Directors of Development Research and Training Institutes held at Belgrade from 28
through 30 August, 1972.

§/ The employment available is often lower-paid than that to which the
unemployed aspire. In as far as the skill requirements for the work available are
lower than those possessed by the unemployed, filling the vacancies by recruiting
the unemployed would still leave some skilled labour unemployed.
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is based on such scanty and unreliable evidence that we have been led to a convic
tion that nothing is more important at the present time for deriving the sensible
conceptualizations which are the foundation of good policy than a major effort to
gather more data. We still know almost nothing about the trend and little enough
about the level of such magnitudes as unemployment and poverty and will continue
to know nothing for a number of important countries unless systematio enquiry is
begun now". 11

Moreover data are more scarce for African than for other developing countries.
Thus, for example, Turnham presents 19 tables in which information relating to the
employment problem is given on a developing country basis. In four of these tables
no African country is represented; in five other tables, one African country is
represented; in yet another four tables, two African countries are represented; in
two tables, three African countries are represented; in another three tables, four
African countries are represented; and in one table, nine African countries are
represented. African representation in these tables is not only generally meagre,
it also relies heavily on a limited number of countries, and Ghana and several of
the North African countries make multiple appearances.

Given that data are generally scarce, a high premium naturally attaches to
those that are available. Unfortunately, however, the available statistics are
seriously deficient both because of inappropriate definition and because of defects
in coverage and collection. Unemployment statistics normally result from the
activities of employment exchanges, labour force surveys or census enumerations.
They uniformly purport to measure involuntary unemployment and consequently refer
to people without work at present and seeking it at going wage rat es. The conceptu
al ambiguities of this approach have already been noted. Wbat is noteworthy here
is that the figures are seriously defective even as measures of involuntary
unemployment In this r-egard, mention should be made of the participation rate
problem and of specific weaknesses in the different methods of data gathering.

The origin cf the participation rate problem is simple. In a situation in
which jobs are extremely scarce, some people may become discouraged to the point
of voluntarily retiring from the labour force. When questioned, they may either
indicate that they are not actively seeking work or euphemistically claim that they
are "students" or "housekeepers". Such people may nevertheless have very low
incomes and would be only too willing to make themselves available for paid employ
ment if they thought their chances cf securing it were realistic. Since such
people comprise a large group, published statistics of unemployment could easily
understate its magnitude. §/

11 Turnham, op.cit., p. 15.

§! Against this "discouraged worker" hypothesis can be set an "additional
wcrker" one, in which it is postulated that generally 101-1 incomes provoke more
people from within the family to seek work than would be the case if income levels
were higher. It is symptomatic of the present state of knOWledge about the employ
ment problem in developing countries that these are untested hypotheses. There are,
however, grounds for thinking that the one advance~ briefly in the text is the
more relevant of the two. For a fuller discussion see Turnham, ibid, pp.41-43.
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Employment exchange records are generally held in something approaching
contempt, at least in so far as they seek to measure unemployment. 2/ The use
of employment exchanges is normally a voluntary act, on the part of both employers
and employees. This of itself gives rise to the assumption that coverage will be
incomplete particularly since there are other, well-established networks of recruit
ment and jobseeking. Moreover, those who register as unemployed and seeking work
often remain on the register even after they have found a job; and the registers
frequently fail to distinguish between unemployed job-seekers and those who are
already employed and wish to better themselves. Not surprisingly, the results of
labour force surveys and census enumerations are treated more respectfully than
employment exchange statistics. Doubts still attach to survey and census figures
partly because of the inadequacy of the reference period during which persons are
judged to be unemployed or otherwise; partly because of the limited frequency with
which enquiries are conducted; and partly because of scepticism concerning the
possibility of designing and executing systematic enquiries of the kind needed,
particularly in the light of the scarcity of skilled census and survey personnel.

It is worth illustrating the weaknesses of available data and the difficulties
in using them by means of a brief examination of Ghanaian census material. Ghanaian
data are among the best (at least they are among the most comprehensive) in develop
ing Africa, and some relevant results of censuses taken in 1960 and 1970 are now
available.

According to census data, unemployment in Ghana was 4.4 and 4.3 per cent (of
the population aged 15 and over) in 1960 and 1970, respectively. The corresponding
rates for the Greater Accra area were 8.7 and 7.1 per cent, respectively. lQ/
These rates seem low in relation to the attention given to the employment problem,
and if they are "acourate" and representative of the African situation generally,
then unemployment could be thought high, but not disastrously so. It certainly
would not seem to be any more desperate than unemployment in the problem areas of
the developed countries (except in so far as the unemployment benefits payable in
these areas are significantly higher than earnings accruing to employed persons in
developing countries). It is consequently important to ask whether the Ghanaian
figures are an adequate measure of unemployment.

21 Two typical quotes may suffice. Turnham's view (ibid. p.43) is that
"Employment exchange records are almost useless"; Elkan's ~ntroduction to
Development Economics. Penguin Books, London, 1973, p.130), that "Figures based
on registration at Employment Exchanges are virtually meaningless".

lQ/ In Ghana, as elsewhere, differences in urban-rural comparisons can be
introduced by varying the minimum population size of towns, and certainly in a
number of smaller towns the unemployment rates were lower than the national
average in both years. In the major towns, however, rates were higher. In 1970
some relevant ratios were Accra, 7.6 per cent; Cape Coast, 7.5 per cent;
Sekondi-Takoradi, 7.1 per cent and Kumasi, 7.5 per cent.
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A short answer to this question is that the figures understate the magnitude
of Ghanaian unemployment for two reasons: They are expressed as a proportion of the
total population of "working" age, rather than as a ratio of the labour force, and
the census definition of employment is inappropriate. The significance of the
first of these points is easily seen: Even if the participation rate were as high
as 15 per cent of the relevant age group, the consequent adjustment to the figures
for 1910 would give an overall rate of almost 6 per cent, and a high urban-centre
rate approaching 10 per cent.

The census definition of employment is an even more potent source of under
estimation than the (necessary) statistical artifact of expressing unemployment as
a proportion of entire age groups. By this definition the "employed" comprise
all those who worked for pay and profit for at least one day during the four weeks
before census night; all those working on their own farms, fisheries etc.; domestic
servants; apprentices and unpaid family workers and those who had jobs but did not
work (e.g. those on leave and farmers in the off-season). The unemployed comprise
those outside these categories who were actively seeking work in the 3 months prior
to census night and those who had stopped looking for work because they had
"despaired of finding any". ll! It is clear that the application of this definition
could exclude from the unemployed group those who worked for only a few days in a
year or those who were in regular employment or working on their own account in a
way consistent with long periods of idleness. The census figures thus almost
certainly understate the magnitude of unemployment in Ghana. In fact a reasoned
estimate for 1910 suggests that 26 per cent of the wage labour force was unemployed
in that year. 11/

That unemployment should be diffic~lt to define and measure in contemporary
African societies is hardly surprising. Traditionally in these societies there was
no employment problem. Each person in the society had an assigned role and conse
quently a claim to a share in the product of the society. This traditional system
has recently been eroded by a number of factors, notably the intellectual and
physical penetration of modern ideas and methods and the sheer magnitude of popula
tion increase. As a result, the contemporary society is a transitional one in which
the traditional arrangements for coping with the problem of income sharing no longer
work. On the other hand, effective new arrangements have yet to be devised, and it
is in this that much of the challenge of development now lies. In this regard, the
search need not be "limited to Western type widespread wage employment complemented
by relatively small numbers of own account workers". 1JI The experience of the
Eur-opean countries with centrally-pla''l1led economies and of Japan and China is also
relevant.

As hinted above, the need to search widely for effective arrangements for
income sharing can be seen as a need to formulate clearly, or at least to reformulate
more precisely, the objectives of economic development. As the invocation of

ill This atypical recognition of despair does not entirely take care of the
discouraged worker problem since many who belong in this category would not admit
to despair.

This estimate is fully explained in chapter 4 below.

See p.l4 of paper by H.J. Bruton cited above.

r--1-----------------------
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western and eastern European and Japanese and Chinese experience suggests} these
objectives obviously remain generally synonymous with modernization. More specific
ally, however, there is a growing consensus that mere increase in gross domestic
product or gross domestic product per head is not enough and that such increase
must be accompanied by significant and widespread reduction in poverty and mcre
nearly equal access to income-earning opportunities among the populations and
different regions of the developing countries. Thus, it has been suggested that:
"The questions to ask about a country's development are therefore: What has been
happening to poverty? What has been happening to unemployment? Ivhat has been
happening to inequality? If all three of these have become less severe, then
beyond doubt this has been a period of development for the country concerned. If
one or two of these central problems have been growing worse, especially if all
three have, it would be strange to call the result 'development', even if per
capita inccme had soared". W

This focus on poverty, unemployment and the inequality of income distributlon
may seem to give development a radical and in some eyes even a revolutionary, slant.
Moreover, some of the leading advocates of this view of the goals of development
strike strong attitudes concerning the barriers to their attainment. They tend
tc see these barriers largely or exclusively in cultural, social and institutional
factors and/or to be forthright in their criticisms of the thinking and techniques
of those who would analyze the development process differently from themselves. 121
Attitudes of this sort, explicitly or implicitly, question what Myrdal has called
the "postwar approach" to the problem of economic development. This approach, In
reality and in Myrdal's description of it, comprises a complex of factors. It may,
hcwever, be characterized at least in caricature as "I'estern" economic thought
and methods of analysis, together with aid policies based (in their economic
dimensions) cn these things.

In the present context, the difficulty with strong attitudes which call for
thoroughgoing changes in development thinking and practice is not that they prcvoke
dissent (strong views normally call forth strong opposition) but that they may
obscure important issues and make policy choices sharper than they need be. As
things now stand, it would nct be difficult tc believe that policy makers concerned
with employment and development are ccnfronted with a stark choice between extreme

W
Studies,

Dudley Seers, "What are we Trying tc Measure", The Journal of Development
Volume 8, No.3, April 1972, p.24.

l2/ At the risk of brevity resulting in misrepresentation, Gunnar I'lyrdal
and Dudley Seers may be cited in illustration. Myrdal's Asian Drama Twentieth
century fund, New York, 1968, is strongly institutional; his Economic Theory
and the Underdeveloped Regions, Duckworth, London, 1957, questions the relevance of
'Western 1 economic theory. In "The Limitations of the Special Case" published
in The Bulletin of the Oxford Institute of statistics in May 1963, Dudley ::eers
foresaw rla major revolution in doctrine looming ahead".



- 8 -

alternatives. Lither they seek a radical alteration of attitude (including their
own presumably) and a radical departure in policy from what has been practised or
advocated in the past or they accept the view that the relatively low degree of
development and employment results from a failure to pursue "correct" policies as
these would emerge from the economic thinking of the "postwar approach". "Incorrect"
policies would normally include those - which distort factor prices; as do unduly
gEnerous investment incentives and minimum wage laws, and those which permit over
valued exchange ratss, irrational tariff barriers and (less frequently) undue
mechanization of agriculture.

A major contention of this work is that extreme choice is not necessary.
Indeed, since views on the causes of underdevelopment and unemployment are largely
qualitative and lacking in systematic quantitative underpinning, extreme choice
would be unwise. That the constraints on development are more subtle, more pervasive
and more deeply embedded in the social fabric of the developing countries than they
were earlier thought to be is not in question; and the continued investigation of
these constraints should make an important contribution to an even richer understand
ing of the development process than that now available. It is, however, equally
important to probe the scope for 'orthodox' policy application. In this regard the
difficulty with the policy of pursuing economic growth as the objective is not so
much that it is incorrect as that it is incomplete.

Seen in this light, the important policy question is whether the pursuit of
growth is wholly consistent with the promotion of the other objectives of development
which have come to the fore with the emegence of the employment problem or whether
attention to these other objectives requires some sacrifice of growth. This is a
broad and difficult question which can be related to the foregoing discussion of
approaches to development; and the easiest way in which to do this in brief compass
is to consider the relevance of the economic theory which underlies or is associated
with the "post-war approach" to development.

That conventional theory has limitations when applied to the problems of
development is not in doubt. In the original formulation of Keynesian theory, for
example, it was assumed that there were unlimited supplies of capital as well as
labour. In developing countries, the application of this theory to a situation in
which factors other than labour are not in elastic s~P?ly would lead quickly to
inflation and/or balance of payments difficulties. 1&1 Nor did the labour surplus
models developed to replace Keynesian theory sit easily with the development ex
perience of the 1960s. In particular, wages rose substantially in the modern sector
long before the surplus labour had been absorbed from the traditional sector of the
economy, thus highlighting the fact that the problem of labour absorption is

l§/ This is not to say that Keynesian theory is never relevant. Idle capacity
other than labour is sometimes available particularly on a sectoral basis. At the
macro-economic level the employment experience in Rhodesia in 1950s and 1960s could
be used to demonstrate that slump and boom conditions still help explain (albeit
inadequately) changes in employment levels. See the forthcoming work by Pickett
and Mosley, The Economic Distance to Majority Rule in Rhodesia.

r-
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inadequately treated in these models, which assign an unduly passive role to
agriculture. Again, the Harrod-Domar model has been the subject of well-taken
criticism. 1:11

Nevertheless, it is possible that the criticism of conventional theory has
been overdone and that this theory, or at least some important part of it, is more
relevant to the "new" development goals than some supporters of these goals would
allow. If this were so, then the substance of the concern with equality could
perhaps be retained while its form were made more appealing (i.e. made to appeal
to more people, some of them with power). Moreover, recognition of the relevance
of conventional theory might, for some at least, give "objective" support for
widely-urged policy proposals, while ensuring that some important elements
("predictions") of received theory are not overlooked in a move to establish the
oretical foundations on the basis of the richer insights into the development
process now available.

In this regard it may first be argued that the Harrod-Domar model can be
usefully applied to the employment problem. Put very consisely, the Harrod-Damar
extension to Keynesian theory begins from the recognition that investment, as well
as being a (or even the) critical element in demand, is an important act of capacity
creation. For equilibrium, income must increase to match the increased capacity
to produce. This equilibrium condition can be given two consistent interpretations.
It can be seen as a specification of the income growth required for equilibrium or
as a specification of the maximum non-inflationary rate of growth obtainable.

The Harrod-Damar equilibrium condition can be given independent specification
in terms of labour in that the equilibrium rate of growth will be equal to '" + J::=+ 1>
where r.. and 1< are labour force and productivity rates of growth r'e spec't i.ve Iy., Again
this specification can represent required and permissible rates of growth and ap
propriate conclusions drawn for developed and developing countries. In the latter
case, the important implication is that unemployment could result if the supply
of capital did not increase quickly enough to employ the growing labour force. l§/

If,for example, the labour force were growing at 2.5 per cent per annum and
productivity at 6 per cent (which is less than the annual increase recorded in the
manufacturing industry in some African countries in recent years), the equilibrium
growth rate of GDP would be 8.5 per cent (which is significantly higher than general
African performance in recent years) and, assuming a capital-output ratio of 3:1,
the capital stock would have to be growiug at 25.5 per cent per annum.

ll! For all their faults, the labour surplus models provide valuable insights.
They focus even if inadequately, on the importance of the traditional-industrial
nexus. The first of these models was formulated by Sir Arthur Lewis in his paper
"Economic Development with Unlimited Supplies of Labour" published by the Manchester
School of Eoonomic and Social Studies in "~y 1954 and still repays careful study.
For a Iively critique of the Harrod-Domar model see P. Streeten ,'The Uses and Abuses
of l lod.eLs in Develop cent Planning" in Martin and Knapp, The Teachinij o..f Develo~e_n,t.

~22E21':~S~' Cass, Londo, 1967.

~8~ This exposition follows that of H.J. Bruton. See his article entitled
"Growth Bodels and Underdeveloped Economies" in the August 1;J55 issue of .TJ'.~ JourE,,,}_
5~(..f...C?.lj:_tJ.£.al Econ.2.£~o
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This somewhat homely example sho~s that ths Harrod-TIomar model can be used
to predict unemplo3~ent (of the kina that bothered Marx) in developing countries
and suggests that if the relevant data were available, it could be helpful in
~lantification. Moreover, notwithstanding all that has subsequently been sald
against it, the mocel can be used to draw continuing attention to the impcrtance
of capital formation in the growth and development process which was one of its
original purposes. aere at least two further points should be made, the first being
that the determinarts of the capital-out~lt ratios at different levels of develop
ment bear investigation and the second that if capital is scarce and important, it
should be used wisely.

The wise use of capital raises ~uestions concerning the investment decision
aDd project appraisal, and thus ~inpoints one further danger in seeing development
goals now broadly agreed upon as requiring the 11holssale replacerr.ent of the
"conven t i onaL wisdoll 11

• Broad attacks on the traditional approaches to dcvc Lcpuerrt
overlook the fact t2at these comprise a number of elements, net all of which are
equally vull1erable. Put specifically and positively, conventional economic theory
is arguably most robust in its emphasis on the importance of efficient resource
allocation. Ocr-ted.n.Iy traditional price thecry has some positive contrihution to
make, and evidence 1S beginning to accumulate which shows that the cholce of
-taohno Logy would be more appropriat e, i. e., more capital-saving and employment
genernting, than it now is if criteria derived from traditional theory were exacting
ly appli~J at the moment of choice. This evidenct is morE fully discussed in a
suhsequent chapter. It is mentioned here to make the point that it is not wholly
fanciful to believe th~t growth in developing Africa, far from being inconsistent
wlth or threatened by a reduction in poverty, unemployment and income inequality,
depends positively upon their being reduced.

The discussion of unemployment and development thus far has itself been cun
ventional in two ways. It has recogLized the complexity of the problem and placed
due emphasis on the lack of data and cn the defects in the~. The incomplete state
of lcnowledge this implies at once limits ambition for subsequent chapters and prov
provides >,ide scope for choice of content. However, in the light of thc importance
of data (and the d.angerous scope for speculation in the absence of hard information;"
attention to the magnitude of the employment problem is mandatory. Consequently in
chapt ers II and III an attempt r s made to quantify African unemployment and to provide
some indication of the difficulties which might be fa oed in attempting to eliminate
it. These chapters make free use of African demographic data and of African national
income accounts, both of which are deficient. The demographic figures, however, are
plentiful and accurate enoug~ to sustain acceptable estimates of 'base-year! popula
tion and labour forces and of future rates of growth of the 'base-year' stock figures.
Similar~y, the nation~l accounts provide acceptable guidance on economic structure
and on total and sectoral rates of growth.

Two strands in ~he earlier discussion combine to justify parti8ula~ attention
to urban unemploymen-:;. The first is "the d.eliberate retention of mcdernization
as a description of ,he basic goal of development and the second, the recognition
that, tie scarcity of daia notwjthstanding, open unemployment ioS mere serious in
towns than in the rural areas. As things are, towns in d.eveloping Africa are Ollt

posts of modernity. In this role, they may well have unfortunate consequences for
the societies in which they are located. Nevertheless they exist, and it is import
ant to come to terms with their existence in the formulation vf development policies.
ln this spirit, chapter 4 examines urban unemp l.oymerrt in Ghana, on~ of the first



-11-

countries in developing Africa to embark on a programme of industrialization.
Particular attention is paid to rural-urban migration in this chapter and to the
importance of the rural-urban nexus thus recognized.

In the light of wr...at was aaa d ea.rlier concerning the importance of population
and labour force growth and of the scarcity of capital, little apology is needed
for giving particular attention to the choice of technology. Chapter 5 is mainly
concerned with an appraisal of alternative techniques in the modern sector.
Special consideration is given to the question of whether the choice of techniques
which were mure labour-intensive them -those normally UGcd in African manufacturing
industry would be possible and could be made in an economically viable way thnt
would save capital and increasp. employment.

An important theme of this introduction has been that the employment pr-oblc:n
has to be Been in the broad development framework. In this sense, the overall
concern of this document is development. Ccnsequently, chapter 6 takes up the
question of development indicators in the light of earlier estlmates of the magnitude
of unemployment and of the discussicns of technology and urban unemployment. 'I'he
design of policies for the Second United l.at i.one Develcpment Deco-de has been
accompanied by, among other things, the pr-eparat i on of a cuckLi sb of indicators for
measuring country progress, Hany of the indi catcr-s on this list arc not at pr-os cnt
available for African countries, at least not in systematio form. If the question
of ,mat indicators ~hould be used is left asid~ for the moment, it is clear th~t

the ~vailability of a -dde range of systematically collected and regularly published
indicdors wouId serve a number of useful purposes, LncLudf.ng that of describing
trends in a coherent waY, faoilitating of model testing 2~d design of development
plans and evaluating progress,

Development indicators should clearly be predicated on as clear an understanding
as possible of the development process. However, since this is a matter of continu
ing controversy, it is impcrtant to be as catholic as possible in the iesign of
dovelopment indicators although reSources for collecting a~d processing development
indicators are SCarCe and prioritieE have to be established. An attempt is therefore
made to provide a method of determining priorities around a central core of
indicators which could be increasingly expanded as reSOurces permit,
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AFRICAN POPULATION TRENDS, 1960- 2000

'I'he basic purpose of this chapter is to provide estimates of Afrioan popula
tion trends between 1960 and the end of the present century. The basic data needed
for such estimates are information on orude and age-specific birth and death
rates and age structure, together with some theoretical indications as to how these
things might reasonably be expected to change through time. In this regard, as
much use as possible has been made of available population data for African
countries. Demographic statistics for Africa are, however, limited and consequent
ly recourse has also been had to data relating to the historical experience of the
now developed countries and, more particularly, that of the developing regions
over the last 25 years.

The chapter comprises four parts. The first places recent African population
changes in a historical and global context; the second seeks systematically to
explain observed differences in the population profiles of developing countries;
the third describes the elements of the population model used to make projections;
and the fcurth presents the population projections.

(1) World Demographic Settin~

Estimates of world population and rates of population growth per decade, by
continent for the period 1750-1960 are presented in table 1. These figures show
that, from the middle of the eighteenth century, the world population has been
increasing at an aocelerating rate, so that the rate of growth for the last ten
year period covered by the table (1950-1960) is more than four times greater
than the per-decade rate for the fifty years 1750-1800. 1/ There is, of oourse,
scmething heroic about population estimates covering such long periods of
historical time, and the estimates for the earlier centuries must be particularly
suspect. They are, however, firm enDugh to sustain broad conclusions ooncerning
both trends within the period from 1750 to the present and that period in relation
to earlier times. Thus, to take the latter comparison first, Kuznets has
suggested that from 1000 to 1650 the average rise in world population per two
century period was about 20 per cent; from 1550 to 1750 about 60 per oent; and
from 1750 to 1950 well over 200 per cent. These rough figures and some related
data on population stock at different times serve to establish large and rapidly
growing populations as essentially phenomena of the modern industrial era. zJ

1/ As is evident from the table, the large difference between the early and
later gr-owth rates cannot easily be explained on the ground that to compare a
ten-year period with a fifty-year period is a dangerous practioe. Between 1900
and 1960 and between 1930 and 1960, the per-decade rates of growth of world
population were 14.50 and 16.33 per cent respectively.

gj For more figures and fuller discussion, see S. Kuznets, Modern Economic
arowth: Rate. Structure and Spread (New Haven, Conn., Yale University Press, 1966),
pp. 34-40.



Table 1: World Population by Continent. 1750-1960

Europe and Area of
Asiatic North Latin EuropeanWTh:tssia America America Oceania settlementa Asia Africa World

(1) (2) (3) (4 ) (5) (6 ) (7) (8)

Totals (millions)

1. 1750 144 1 11 2 158 475 95 728
2. 1800 192 6 19 2 219 597 90 906
3. 1850 274 26 33 2 335 741 95 1,171
4. 1900 423 81 63 6 573 915 120 1,608
5. 1950 532 135 109 10.4 786 1,072 157 2,015
6. 1950 576 167 162 13.0 918 1,384 207 2,509
7. 1960 640 200 212 16.5 1,069 1,684 257 3,010 f-'

UJ

Rate of growth per
decade (per cent)

8. 1750-1800 5.9 ~3.1 11.6 Nil 6.7 (5.4)12/ 4.7 -1.1 4·5
9. 1800-1850 7.4 34.1 11. 7 Nil 8.9 (8.6)Qj 4.4 1.1 5·3

10. 1850-1900 9.1 25.5 13.8 24.6 11.3 (ri;o )12/ 4.3 4.8 6.5
11. 1900-1930 7.9 18.6 20.0 20.1 11.1 (9.8)12/ 5.4 9.4 7.8
12. 1930-1960 6.4 14.0 24.8 16.6 10.8 (8.1)Qj 16.2 17.9 1403
13. 1950-1960 11.1 19.8 30.9 26.9 16.4 (13.3)12/ 21.7 24.2 20.0

Source: S. Kuznets, Nbdern Economic Growth: Rate. Structure and Spread (New Haven, Conn., Yale University
Press, 1966): p. 38.

a/ Includes North America, Latin America, Europe (including Asiatic USSR), and Oceania.-,

hi As in §I but excluding Latin j~erica.

I



- 14 -

As far as the modern period is concerned, it is clear from table 1 that the
'population explosion' is basically a characteristic of the twentieth century.
Indeed, in the light of figures for later periods, even the per-decade rate of
growth of 7.8 per cent recorded over the first thirty years of the present
century seems modest.

In Africa, the pcpulation has grown steadily since 1800. Compared with the
area of European settlement - "the older areas within which modern economic
growth was taking place, or relatively 'empty' areas to which Europeans were
migrating and in which European descendants could adopt high birth rate patterns
without encountering major economic obstacles" 1/- high rates of population
growth (of more than, say,lO per cent per decade) in Africa are a relatively
recent development. Once African populations began to grow rapidly, however,
their rate of increase quickly surpassed that of the extended European world; and
from 1930 onwards African rates of growth have been well above the comparable
European rates, even in the decade 1950-1960 when pcpuLat i.ou in the area of
European settlement increased with unusual speed.

The contrast between African and 'European' population changes is even more
marked than above if Latin America is removed from the area of European sett Lemerrt ,
Thus, as can be seen from columns 5 and 7 of table 1, the African population has
grown more rapidly than that of the restricted aIea of settlement throughout
this century; and the African growth since 1930 is significantly higher than any
recorded for the 'European' population during any period covered by the table.
These observations are strengthened by data for recent years, and calculations
from the United Nations Demographic Yearbook, for example, show that between 1960
and 1970 African and 'European' populations grew at per-decade rates of 27.4 and
11.1 per cent respectively. On these figures, African populations are currently
increasing at a rate which is twice as high as the unusually fast growth which
took place in the European area in the 1950s, and three or more times greater than
the rates observed among 'European' populations in the earlier stages of the
industrial revolution.

While too much should not be read into limited and weak data, the pace and
pattern of population change revealed by table 1, figures for subsequent years
and recent African economic performance combine to suggest that while Africa
may not appear to have a population problem if attention is confined to comparative
population densities, 4/ the present unprecedentedly high rate of population
increase poses a threat to economic development.

(2) ropulation Profiles

The markedly different rates of population change relating to the continents
and time periods covered by table 1 can be partially explained by changes in
fertility and mortality. A more profound explanation, which requires identifica
tion and analysis of the factors which lie behind the evident changes, is
difficult to establish, largely because of an unfortunate combination of a

3/
&/

problem,

Ibid., pp. 39-40.

Population density is, of itself, a very crude measure of the population
and one to which several economic objections may be made.

1-----------------------
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plethora of theories and a scarcity of data. For the present purpose of predicting
the course of African population growth between 1960 and 2000, a minimum requiro
ment is a plausible characterization of developing country populations which
reveals a pattern of population change that can defensibly be thought likely to
continue.

In this regard, developing countries may, according to their population
characteristics, conveniently be classified into four groups: Group 1- countries
with high birth and high death rates; Group II- countries with high birth and
high but declining death rates; Group III- countries with high birth and fairly
low death rates·. and Group IV- countries with declining birth and fairly low
death rates. 5./ In the original formulation, th ese population types could be
seen as successive stages of demographic evolution undergone by populations
exposed to technological modernization. This notion is central to what has come
to be known as transition theory which, in the words of one critic, "has become
the dominant organizing idea Or theory in the field of population study since the
discrediting of earlier efforts, of whioh Malthus' was the best known, to formulate
universal laws of population growth and change". 2/

Transition theory essentially maintains that pre-modern populations remain
stable because high death rates cancel out high birth rates. As the effect s of
modernization are felt, particularly improvements in nutritional and health
standards, mortality is reduced but fertility rerrains as high as previously and
rapid growth consequent ly ensues. At a subsequent stage urbanization and other
social changes associated with the later stages of industrialization create
tendencies favouring smaller families, so that the birth rate falls and balance
is once again achieved with birth rates and death rates both at lower levels.

Transition theory has been subject to considerable criticism in recent years.
In particular, it is alleged that the theory represents a generalization from the
historical pattern of population growth observed by western L~rope over the last
300 years and involves a presumption that the hi storical European pattern can be
expected to be replicated in the now developing countries. In the eyes of its
critics, transition theory is based on a wrong reading of European economic history
and on a false parallel between that history and present conditions in the develop
ing countries. Thus, on the one hand, it has been argued that earlier European
experience was characterized by much lower fertility levels than those now obtain
ing in Asian and African countries and, on the other, it has been noted that not
only are population densities higher in the now developing countries than they were

5./ This classification is taken from a five-fold classification put forward
by the United Nations Population Division - "The Past and Future Population of
the ",orld and its Continents" in J.J. Spengler and O.D. Duncan (eds.), Demographic
Analysis: Selected Readings (Glencoe, Ill., The Free Press, 1956). The fifth
group in ,he original classification comprises ccuntries with low or fluctuating
birth rates and low death rates. In 1956 this category covered western Europe,
North America and Oceania.

§/ D.H. Wrong, Population and Society (New York, Raidon House, 1967).
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in pre-industrial Europe, but also that mortality has already declined in a
number of developing countries at a much more rapid rate than it declined in
western Europe in the nineteenth century, when population growth was at its
maximum. The adoption of public health practice s and medical technology developed
in advanced industrial societies leads, in the developing countries, to a more
dramatic lowering of mortality in a far shorter period than the comparable decline
which occurred during the Western demographic transition.

Even the critics are inclined to grant that there mqy be something to transi
tion theory, if only in its implicit contention that "human populations are more
readily inclined to accept innovations that will lower their mortality than
innovations that will lower their fertility". 1/ Beyond this not unhelpful
insight. transition theory can be defended - though without any commitment to
"stages of growth" theories in general - on a number of grounds in the present
context. In the first place, the notion of a se~ential transition through stages
one to four could arguably be independent of the historical experience of the
developed countries. In this regard, all that is required is that the characteris
tics on which the theory is based be recognizab~ representative of those of
contemporary developing countries. If this is granted, the second thing to be
said is that clearly the theory is not made useless because of events such as the
transmission of medical technology from the advanced industrial societies. A
speeding up in the rate at which death rates fall in the now developing countries
compared with last century's experience in the western countries is exactly what
one would expect.

The ccnclusion which may be drawn from this very brief review of transition
theory is that the categories on which it was o~iginally based should serve well
enough, particularly if they are used with caut dcn, as a basis on which to make
population projections for African countries between 1960 and the year 2000. The
very least that can be said is that since natural increase results from the
interaction of birth and death rates, it seems evidently sensible to seek to
classify countries according to combinations of these rates and to make population
projections on the basis of reasoned discussion of how these rates might be
expected to change through time.

(3) Elements of the Projection Model

In the light of the preceding discussion. the purpose of the present section
is to describe the main features of the population model used for projection
purposes. In essence the model begins from a plausible population profile in
1960, makes assumptions concerning birth and death rates and changes in these
rates through time, and consequently forecasts the changes in African population
between 1960 and 2000.

Very basically, the model comprises three elements:

(i) The following age structure for both sexes combined: 0-1, 1-4, 5-9,
10-14, 15-29, 30-34, 35-44, 45-49, 50-64, 65+;

(ii) Survival rates for the above age groups; and

1/ ~.
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(iii) Fertility rates for each of the age grmps 15-34, 35-44, 45-49. 'l'hese
fertility rates are applied to half the population in the relevant
age groups.

The model proceeds on a year-to-year basis, and calculations are made of
(i) number of births; (ii) number of deaths; and (iii) number to be 'pushed'
from each age group into the succeeding group (this is calculated pro rata so
that, for example, each year one fift~ of the 30-34 age group becomes 35-44). The
survival and fertility rates are then amended (or not as the case may be) before
the calculations are made for the following year. It follows from this
description of the model that five sets of parameters are used and consequently
should be described and, if possible, justified. These are (i) age distribution;
(ii) survival rates; (iii) year-to-year changes in survival rates; (Lv ) fertility
rates; and (v) year-to-year changes in fertility rates. Before turning to
specifically African considerations, it is useful to give quantitative expr-e es i.on
to the population categories described earlier. In this regard inspection of a
wide range of data suggests that the follOWing parameters would seem reasonable
in relation to the five groups:

parameters of the Population Classifj cation

I
II

III
IV

V

Crude birth
rate

(per 1,000)

40+
40+

35-40
20-35

20

Crude :teath
rate

(per 1,000)

20+
15-20
12-15
12-15

12

It shou.Ld be noted that the figures given above are at best only rough guidelines,
since the crude death rate will vary >lith changes in the age distribution of the
population even if the age-specific death rates remain the same.

Relevant African data are not particularly plentiful for the period before
1965. Reasonably complete information on crude birth and death rates is, however,
available for subsequent years. E)j From these data it appears that all African
countries are either in Group I or Group II with the exception of Egypt (Which
is in Group III) and Mauritius (Which is in Group IV). The, countries in Group II
are Algeria, Libya, Morocco, Sudan, Tunisia, Ghana, LibEria, Kenya, Southern
Rhodesia and Uganda. All other countries are in Group I.

Within the two dominant Groups some variation in indiviclual country
demographic features is noticeable. It was consequently decided to work with
four representative population groups: 11 1

2,
III 112• An cxarai.natri on of the

'age distributions of the countries falling into tliese groups (as given in the
Demographic Yearbook) suggested the follOWing age distributions:

~j DemOjranhiC Yearbook, 1971 (United Nations publication, Sales No.
EjF.72.XIII.l r table 3.



- 18 -

Representative Age Distributions c£ African Ponulations
(per 1,000)

Alta grouTl II 12 III II
2

0-1 37 40 37 42
1-4 no 135 no 150
5-9 118 146 118 160

10-14 105 119 105 128
15-29 275 253 275 240
30-34 76 70 76 66
35-44 117 106 117 99
45-49 42 36 42 33
50-64 80 65 80 57

65+ ..---4Q. 30 --4Q. ---22.
1,000 1,000 1,000 1,000

0-14 370 440 370 480
15-64 590 530 590 495
65+ --4Q. ~Q ..---4Q. ----f5.

1,000 1,000 1,000 1,000

Evidence on contemporary age-specific death rates is available for no more
than half a dozen African countries. Even the limited information available is
subject to a considerable margin of error. As a result, it was not possible to
construct survival rates based directly on relevant age-specific death rates. It
was consequently decided to use an appropriate crude death rate for each of the
four age distribution types to be considered and to use the relationships between
successive age groups as given by the age-specific death rates available to work
out age-specific rates which would be consistent with the required crude death
rates. This method is basically one of imposing consistency between observed
crude rates and the age-specific rates. It is, however, empirically based, in at
least an impressionistic w~. The results of the procedure are as follows:

Age-specific Death Rates by Population Tyne

AP'A groups II 1 2 III II2

0-1 0.18 0.18 0.14 0.13
1-4 0.04 0.04 0.025 0.02
5-9 0.015 0.015 0.006 0.0035

10-14 0.01 0.01 0.004 0.0024
15-29 0.012 0.012 0.006 0.0035
30-34 0.015 0.015 0.008 0.005
35-44 0.02 0.02 0.012 0.008
45-49 0.03 0.03 0.01 0.015
50-64 0.05 0.05 0.04 0.035

65+ 0.12 0.12 0.1 0.09

Crude death rate 30.7 per 30.7 per 20.0 per 16.0 per
l.000 1. 000 1. 000 1,000
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Among developing African countries, only Egypt has any lengthy series of
data relating to age-specific death rates. It was consequently necessary to
examine evidence relating to a number of non-African countries in an attempt to
establish something about the trends in age-specific death rates that could be
expected for African countries between now and end of the present century. For
this purpose, use was made of data relating to Chile (1940-1965), Colombia (1938
1964), Japan (1940-1964), and England and Wales (1939-1966). All of these
countries are now at higher levels of economic development than those which are
to be found in developing African countries. In a general W5if this is presumed
to be an advantage for purposes of population forecasting.

The annual percentage reduction in the age-specific death rate was calculated
for the whole of the relevant period for each of the countries considered. The
corresponding reduction was calculated separately for the second half of each
period in order to see if the reductions tended to falloff. It is noteworthy that
the smallest annual percentage reductions (over the whole period) were achieved
in Egypt and Chile. This suggests that progress from Group I to Group II is
gradual and that it accelerates once countries reach Group II. Apart from the
case of England and .ales (the most economically advanced country considered),
there was no evidence of a declining annual percentage reduction over the second
half of the various periods.

In the light of the evidence available, it was decided to adopt two assumptions
regarding reductions in age-specific death rates for each of the four population
types, as follows:

Assumntions Regarding Reductions in Age-specific :ceath Rates

II and 1 2
Assumption

III and II 2
Assumption

Age groups

0-1
1-4
5-9

10-14
15-29
30-34
35-44
45-49
50- 64

65+

(i)
No change for
10 years, then
annual percentage
reductions of

1.5
3.0
3·5
4.0
3.5
3.0
2.5
2.0
1.2
1.0

(ii )
Rates as in
col. (i) for
20 years then
annual percentage
reductions 0 f

4.0
7.0
6.0
6.0
5.5
4.5
4.0
3.5
2.5
1.5

(L)
Annual
reductions

of

2.0
3.0
3.5
4.0
3.5
3.0
2.5
2.0
1.2
1.0

(ii)
Annual
reductions

of

5.0
8.0
7.0
6.5
6.0
5.0
4.0
3.5
2.5
1.5
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As wit~ age-specific death rates, there is only limited information on age
specific fertility rates directly available for African countries. The device
used above of taking an appropriate crude birth rate for each population type and
then, impressionistically, contriving consistent age-specific rates was again
employed. The crude birth rates and the age-specific fertility rates used in
the projections are set out below.

Age-specific Fertility Rates bv Pouulation Tvne
(Rates per 1,000 women)

Al':e I':rouP II 12 III II 2

15-34 230 270 230 270
35-44 80 120 80 120
45-49 30 30 30 30

Crude birth rate 45.7 50.5 41.9 47.7

It is worth noting that combining the crude birth rates shown above with
the crude death rates given earlier produces rat es of natural increase for the
four population types of 1.5, 2.0. 2.2 and 3.2 per cent per annum respectively in
the initial year (1960). These rates are reasonably typical of those actually
recorded in the 1960s.

There are simply no data available from which to calculate directly trends
in the age-specific fertility rates in African countries. The evidence available
for developing countries more generally is not much more encouraging. As yet it
does not seem possible to comment on trends in ~e-specific fertility rates in
such countries. 2/ Accordingly, the projections make use of assumptions concerning
fertility rates which are consistent with two observed facts: (i) that as
countries move towards the later stages in the transition process there is a
tendency for child-bearing to become limited to the younger age groups; and
(ii) that historically there has been an acceleration of the rate at which
countries move through the demographic transition from high to low birth rates.
The latter acceleration may be represented by a linear reduction in the absolute
age-specific fertility rate. The assumptivns concerning changes in fertility
rates are set out below;

2/ See, P.M. Hauser, "World Population Growth" in P.M. Hauser (ed.),
The Population Dilemma (Englewood Cliffs, N.J., Prentice-Hall, 1969).
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Assumptions Regarding Reductions
in Age-specific Fertilitv Rates

Assumptions

(ii)

(iii)

No change at
all over 40
years

No change for
30 years then
annual re
ductions of
3, 1.5 and 1
per cent for
10 years

No change for
20 years then
annual re
ductions of
3, 1.5 and 1
per cent for
5 yeal'S and
4, 2 and 1.2
per cent for
15 years

No change at
allover 40
years

No change for
30 years then
annual re
ductions of
3.5, 2 and 1
per cent for
10 years

No change for
20 years then
annual re
ductions of
3.5, 2 and 1
per cent for
5 years and
5, 3 and 1.2
per cent for
15 years

No change for
25 years then
annual re
ductions of
2.5, 1.25 and
0.75 per cent
for 10 years
and 4, 2 and
1 per cent
for 5 years

No change for
20 years then
annual re
ductions of
3, 1.5 and 1
per cent for
8 years and
4.5, 2 and 1
per cent for
12 years

No change for
15 years then
annual re
ductions of
3, 1.5 and 1
per cent for
5 years and
5, 2.5 and 1
per cent for
20 years

No change for
25 years then
annual re
ductions of
3, 2 and 1 per
cent for 5
years and 5,
4. and 1.2 per
cent for 10
years

No change for
20 years then
annual re
ductions of
4, 2.5 and 1
per cent for
5 years and
5, 3.5 and 1
per cent for
10 years

No change for
15 years then
annual re
ductions of
4. 2 and 1
per cent for
5 years and
6, 4 and 1
per cent for
20 years

Note: Reductions are specified in sets of three and refer to the 15-34,
35-44, and 45-49 age groups respectively.

(4) The Population Projections

Given the initial age structure of each of the four variants of African
population considered in this chapter, and the assumptions concerning the
initial age specific birth and death rates, the outcome of the population
projections depends on the assumptions concerning the trends in fertility and
death rates. As far as death rates are concerned, and as indicated above, t--,o
alternative assumptions were made to cover the possibi Li.ty that death rates
would fall less or more rapidly from their 1960 level over the 40-year ueriod.
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It is convenient to designate these alternatives "gradual" and "rapid" decline
respectively. For fertility, there were three corresponding assumptions (i),
(ii) and (iii) representing successively increasingly rapid decline.

The combination of two assumptions concerning the death rate with three
fertility assumptions produces a set of six projections for each of the four
population types. The resultant 24 estimates of popuLatLo.i change between 1960
and 2000 are set out in table 2 in the form of annual rates of (total)
population growth. These rates are required in the present Survey basically to
permit labour force projections to be made. It is, nevertheless, worth consider
ing the rates themselves briefly at this stage.

In this regard, the first thing to be said is that all the growth rates
recorded in table 2 are high, certainly by hist orical standards. Thus, the
most favourable (lowest) rate shown in the table, of 1.44 per cent, suggests
that for the rest of this century African populations are likely to continue to
grow much more rapidly that those of contemporary developed countries, and at
a more rapid rate than the historical rate of the developed countries. Just how
rapidly African populations will grow is in large measure an open question. On
the assumption that slow rather than rapid population growth is likely to
facilitate economic development, the evidence of table 2 is disquieting. The
most favourable result in the table - that just discussed - would emerge in
countries which had, in 1960, high birth and death rates and which experienced
in the subsequent 40 years a (relatively) mild fall in the death rate and a
(relatively) sharp fall in the birth rate. Thi s combination would be
historically atypical. As soon as the move is made to the next most favourable
rate (that represented by II A(ii) in the table), the per-decade rate of
increase rises to 23.5 per cent. It continues to rise thereafter until the
least favourable rate (II2 B (i» yields a staggering per-decade rate of increase
of more than 80 per cent.

Table 2: Estimates of African population Change. 1960-2000 (Average annual
rate of R'rowth in per cent)

II 12 III II 2
A B A B A B A B

(L) 1.73 2.16 2.44 2.87 2.59 2.91 3.38 3.65

(ii ) 1.66 2.09 2.36 2.80 2.43 2.74 3.21 3.47

(iii) 1.44 1.87 2.10 2.54 2.17 2.48 2.92 3.18

Nctes: A and B stand for "gradual" and "rapid" declines in the death rate
respectively; (i), (ii) and (iii) refer to the fertility assumptions.

Given that it is a preliminary to the calculations relating to the labour
force and to output in the next chapter, this chapter has been justifiably
skeletal. Table 3, however seeks to put some flesh on the bare bcnes of what has
gone before by applying the growth rates of table 2 to a 1960 population of

5 million.
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Table 3: Alternative Estimates of Changes in a 1960 Population of 5 million
over the period 1960-2000 (Population in the year 2000 in thousands)

II 12 III II 2
A B A B A B A B

(i) 10 000 11 850 13 250 15 800 14 100 16 000 19 350 21 500

(ii ) 9 700 11 550 12 850 15 350 13 200 15 000 18 050 20 000

(iii ) 8 900 10 550 11 600 13 800 II 900 13 500 16 100 17 800

ll2k: Symbols as in table 2.
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Chapter III OUTPUT AND EMPLOYMENT GROWTH, 1960-2000

The purposes of this chapter are to present estimates representative of the
growth of African labour forces in the periods 1960-2000 and 1980-2000; to present
selected rates of growth of sectoral and total output and related assumptions con
cerning productivity and employment change; and to examine the employment implica
tions of the foregoing factors.

In making assumptions and estimates, a deliberate bias has been introduced so
that these are generally 'favourable' to employment creation in African economies
during the rest of this century. This bias is consistent with alternative estimates
of key parameters. It is strongest, and can be conveniently illustrated, with regard
to output growth. Thus, the African rates cf increase of GDP used below vary between
4.2~ per oent and 7.64 per cent per annum over a 4o-year period, with all but 2 of
the 24 rates used being in excess of 4.8 per cent. Among the now developed countries,
the United states, the USSR and Japan are often thought to have been prodigious
performers. Table 1 contains some relevant rates for these countries, and shows
clearly that virtually all of the rates taken for purposes of calculation relating
to African countries are significantly higher than the rates recorded in the histori
cally fastest-growing developed countries.

Table 1: Historical Growth Rates for the United States, USSR and Japan

Country and Period
Average Annual Rate of Growth

(per cent)

Uni ted States
USSR
Japan

(1869/78-1904/13)
(1928-1954 )
(1903/12-1933/42)

4.4
4.2
4·4

Sources: Simon Kuznets, Six Lectures on Eoonomic Growth, Glencoe, Ill.,
Free Press, 1959), table 4; Modern Economic Growth: Rate, Structure. and Spread
(New Haven, Conn., Yale University Press, 1966), table 2.}.

In this regard, it is important not to be misled by the apparently small differ
ence between 4 and 5 per cent. The latter growth rate is 25 per cent greater than
the former, so that - for exa~ple and other things being equal - investment would
require to be increaSed by a quarter if the output growth rate were to rise from 4
to 5 per cent. In modern times, Mexico 8~d Japan have bo~h achieved annual increases
in GDP of more than 5 per cent over reasonably long periods of time. These ccuntries
are, however, exceptions. Mexico, moreover, has still a severe employment problem.

It is, therefore, clear that the achievement of the postulated growth rates by
African countries would represent feat virtually without historical precedent.
And since employment will be higher - for any given technology - the faster the out
put growth rate, the use of these rates introduces a 'favourable' bias into the
relevant calculations. As will be seen, high output rates of increase are not the
only 'favourable' elements in what follows. They are, however, easily illustrated.

It is now convenient to take up the substantive matters of the chapter, begin
ning with the labour force projections.

\--------------------
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(1) Labour Force Projections

As was recognized in chapter I, the concept of a labcur force cannot readily
and unambigucusly be applied in the analysis of contemporary African economies 
African countries are net yet 'modern' societies. They aspire, however, to the
attainment of modern economic growth as a necessary prerequisite fer substantial
economic and social development. Given this, it is permissible, if cavalier, largely
to ignore the difficulties associated with the concept of the labour foroe. If this
is done, the labour force can defensibly be regarded as comprising "all persons who
contribute to the supply of labour for the production of economic goods and services,
i.e. all employed persons (employers, persons working on their own account, salaried
employees, wage earners, unpaid family workers, members of producer co-operatives
and the armed fcrces) and all the unemployed (both those with previous job experience
and those seeking work fcr the first time)". 1/

Labour force projections require two sets of foreoasts: that cf the relevant age
group cf the population, and that of labour force participation rates. The previous
chapter of this Survey dealt with the derivation of populaticn prcjections on the
basis of reasonable assumptions. The present chapter is concerned with a sub-set of
these projections, namely, that of the population aged 10 years and over. In this
regard, it should be noted that in advanced countries the relevant age group for
labour foroe projections is normally that from 15-64. In many developing countries
(particularly those currently at lcw levels of development) a sizeable prcportion of
older children and of 'retired' perscns are, however, directly employed. It is thus
prudent to work with the larger age group in the present context.

A casual inspection of relevant data shows that, over time, labour force partici
paticn rates, classified by age and sex, seem to vary on average in a particular way.
This phenomenon may be discerned in time series data relating to certain of the ncw
developed economies, and in cross-section data relating to countries at different
levels of development. In the main, as countries become more highly developed, the
proportion of teenagers and people over 65 years of age who are directly employed
diminishes. In the case of males aged 20-24 and 45-64, the proportion employed also
tends to fall, but to a much smaller extent. Individual country differences as
regards changes in female participation rates are much higher than those observable
for male employment. In large part, these greater differences can be exp~ined by
cultural factors, and female participation rates, for example, are normally signifi
cantly lower in Moslem than in non-Moslem countries. The cultural differences, how
ever, seem to affect the level of, rather than the change in participation rates, and,
generally speaking, there is a tendency for female partic~pation rates at all ages
to decline in the shift from lower to higher levels ofd,,,relopment , although beyond
a certain point in this shift the participation rate seems to stabilize.

Labour force statistics for African countries are bcth sparse and unreliable.
A major effort, however, has recently been made by the Internaticnal Labcur Organisa
ticn to provide labour force projections for countries in all regions of the world,
including Africa. ~ A number of reservations concerning the methodology cf this
study are reccrded below. Nevertheless, the study does provide a convenient and
appropriate basis on which tc make the estimates required in the present Survey.

1/ International Labour Organisaticn, Labour Force Projeotions - 1965-1985,
part VI, Methodological Supplement, Geneva, 1973, p. 102.

Y Ibid., vols. I-VI.
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The I10 study itself recognizes that, given present data availability, it is
not possible to investigate the relationship between labcur force participation
rates and a number of variables - such as expected changes in school enrolment,
retirement age, urban-rural migration etc, on the one hand, and plans for economic
and social development on the other - which would influence changes in the participa
tion rates through time. In the light of this constraint,the 110 projected individual
country participation rates and changes in the proportion of the male labour force
as follows: a projection from 1960 to 1970 was made for each country according to
tho size, industrial structure and age composition of its male labour force. This
was done on the assumption that change over this decade would be closely related to
the average experience observed iuring the decade 1950-1960 in those countries which,
in 1950, had approximately the same percentage of the male labour force in agriculture
a~d the same pattern of labour force participation rates (by age and sex) as the
country for which forecasts were being made had reached in 1960. The forecast per
centage for individual countries of the male labOur force in agriculture in 1970 was
then compared with average experience in 1950 in order to derive a new model (i.e.
a new set of countries) whose experience in the 1950s could then be used as a basis
for the projection of the proportion of male workers in agriculture and male partici
pation rates in 1980. The same method was used to derive projections for female
participation rates, using models based on the percentage of the female labour force
in agriculture. l!

This brief description of the ILO methodology runs the risk of obscuring, cr at
least not doing full justice to, the painstaking work which underlies it. This work
required meticulous assembly of actual and estimated benohmark data and meticulous
searching for the most appropriate models to be used for individual country projeo
tions. It consequently represents a valuable and commendable pioneering effort.
1ike all such efforts, it is, however, open to qualification. In particular it should
be noted that by "solid statistical analysis of past tendencies" 41 is meant deter
mination of trends. No model of causation is used beyond that implied in the observed
cross-section correlation between labour force participation rates and the percentage
of the labour force in agriculture. Doubts could also be expressed concerning the
full relevance of the experience of the 1950s to later decades 2/, and the sOurces
of data - for example, those yielding the percentage breakdown of male and female
labour forces for each of the three main industrial sectors - could helpfully have
been more fully specified than they now are.

These qualifications notwithstanding, the I10 methodology seems worth using
given the great need for data in African countries. Accordingly, the present study,
labOur force projections for the period 1960-2000 were derived for each decade along
the lines indicated above.

l! For a fuller description of the methodology, see ~., part VI, pp. 21-38.

41 Ibid., p. 24.

21 It should be noted that the ILO methodology was applied 'baokwards' as well
as 'forwards' from 1950 and that there was a gcod fit between the 'backward' projec
tions and historical data. See ibid., p. 26. Even in the light of the results of
this consistency check, doubts could still be raised concerning the symmetry of pre
and post-1950 experience.
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In this regard attention is focused on three 'typical' countries, designed to
simulate average African experience at three different levels of development. The
basic data for each of the three different countries were obtained from the arithmetic
means of relevant statistics for 10 to 11 actual African countries. The classifica
tion and characteristics of the 'typical' countries are, of course, related to the
ILO methodology. Thus, in table 2 the three levels of development used for projec
tion purposes are defined by the economic structure of the labour force; and in table
3 the initial ~ge-specific labour force participation rates obtained by means of the
ILO methodology are shown for each of the three levels of development.

Table 2: (1 60) Labour Force by Level of Development and Industrial Origin
(per

Level of Male Female
development Agric. Industry Service Agric. Industry Service

Dl 89.7 3.65 6.65 94.61 1.74 3.65

D2 80.27 8.58 11.15 90.89 2.09 7.02

D
3 67.56 14.19 18.25 78.24 4.91 16.85

Table 3: Initial 1 60) Age-S ecific Labour Force - Participation Rates
(per 100 of the population

Level of Age group
development 10-14 15-29 30-34 35-44 45-49 50-64 65+

Dl 41.70 82.26 88.71 88.71 88.77 84.20 62.60

D2 33.08 74.07 80.84 80.48 80.16 75.80 52.82

D
3 22.74 68.59 76.68 76.68 78.67 74.82 49.29

The projeoted labour force participation rates in 1980 and 2000 which result
from the application of the methodology described earlier to the initial character
istics of the three 'typical' countries are shown in table 4.

Table 4: Pro.iected Labour Force Partici ation Rates in 1980 and 2000
(per 100 of the population

(i ) 1980

Level of Age group
development 10-14 15-29 30-34 35-44 45-49 50-64 65+

Dl 34.90 77.58 85.73 85.73 85.94 81.57 58.07

D
2 25.41 68.90 77.45 77.45 77.08 72.76 46.94

D
3 10·53 60.43 74.05 74.05 76.65 71.18 35.80

(ii ) 2000

Dl 25.82 70.93 82.00 82.00 82.85 78.44 51.27

D
2 12.95 60.67 74.64 74.64 74.76 69.31 36.86

D
3 3.96 54.79 73.65 73.65 76.75 69.00 24.95

_'.,,_ ••._____,~...._~.,,<,. ,d__
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(2) Output. Productivity and Employment Chanl?:e

The purpose of this section is to set out the employment implications of differ
ing rates of growth of output during the period 1960-2000 for the three 'typical'
countries described in the previous section. To aohieve this purpose, it is neces
sary to select relevant rates of sectoral and total output growth, and to make
appropriate assumptions concerning productivity. If trendo in output and productivity
are established, those in employment are easily derived.

Wholly satisfactory and systematic selection of output growth rates for a period
that is still largely in the future is impossible. For African countries, seleotion
is particularly difficult because of the relative shortness of their independent
economic history. The low levels of economic development which characterized mcst
African countries in 1960 were associated, inter alia, with the very small weight of
industry in total economic activity, so that modest absolute industrial expansion
could seem relatively very impressive in many countries over the subsequent decade.
More generally, African economic experience in the 19600 was heavily influenced by
the unique features of the first decade of political independence and consequently
could not be expected to provide any easy or reliable guide to the future. These
reservations notwithstanding, it is of interest to consider how African countries
have performed economically in the recent past.

In this regard, some pertinent figures relating to the 1960s are presented in
table 5. From these it can be seen that real rates of growth of GDP in the 1960s
in African subregions ranged from 3.0 per cent in Central Africa to 5.2 per cent in
North Africa; the relevant figure for developing Africa as a whole was 4.4 per cent.
The relatively high increase in GDP in North Africa owed much to thz spectacular
growth of petroleum production in Libya, which was sufficiently large to influence
perceptibly the continental rate of growth. Other features cf the table which are
worthy cf note are the fact that, with the exception of the (relatively small)
ccunt.ry grouping "other developing Africa", agricultural increases were everywljere
less than 3 per cent per annum, and that the relative increases in manufacturing
industry nowhere reached 10 per cent.

Table S' Avora~e Annual Raies of Growth of Heal GDP of Afrioan Countries,
by Subregion and Industrial Origoin. 1960-1969 (in per cent)

Sectoral Growth Rates

Min- Constr- Com- Trans- Other Pub.
Region GDP Agri c. ing Manuf. uction meroe port Sources Admin.

North Africa 5.2 2.8 20.8 4.2 5·2 2.9 2.1 2.9 6.9
West Africa 3.2 1.6 8.9 8.8 2.5 3.4 2.0 5·4 2.6
Central Africa .3.0 0.4 5.9 6.5 3.8 4.0 1·5 3.1 3.2
East Africa 4.9 2.8 1.4 8.5 5• .3 5·5 503 5.5 6.0
other developing

Africa 5·0 4·0 7.3 7.3 4·5 3.5 3·5 3.9 6.8
Overall develop-

ing Africa 4.4 2.2 12.4 6.1 4.3 3.6 2.7 3.9 5.4

Source: ECA secretariat.
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Any predictive use of the statistics in table 5 would be dangerous, and at best
they can only be utilized in an impressionistic way. Given what has been said earlier
concerning the initial low levels of development in Africa in 1960, and assuming that
in aggregate the adverse and the favourable elements - e.g. political disruption and
capital flight, on the one hand, and oil discovery on the other - which operated in
the 1960s roughly cancel out, then the figures could be seen as indicating that an
overall rate of growth of output of 4 per cent per annum will not easily be achieved
in the future, and that sectoral growth rates of 3 per cent, 10 per cent and 7 per
cent respectively would require a very impressive improvement over the performance
in the 196 Os ,

In the light of these observations and the earlier discussion cf historical
growth rates of the United states, the USSR and Japan, selected sectoral output
rates of growth for the period 1960-2000 are given in table 6. The four sets of
sectoral growth rates shown in this table can be seen as comprising two sets of
alternatives. Growth rates (a) and (b) are alternative versions of 'low' sectoral
growth rates, and (c) and (d) are different versions of 'high' growth rates. It is
worth remarking that the two agricultural growth rates given in the table - 2.4 per
cent and 3 per cent - broadly represent situations in which agricultural output is
barely keeping pace with population grcwth, while at the same time fccd production
is outstripping population increase.

Table 6: Selected Sectoral Output Rates of Growth, 1960-2000
(in per cent per annum)

Sector Growth rates
(a) (b) (c) (d)

Agriculture 2.4 2.4 3.0 3.0
Industry 7.0 8.0 8.0 10.0
Service 5.0 6.0 6.0 7.0

The overall growth rates associated with the sectoral rates set out in table 6
clearly depend on the initial structure of the GDP by industrial origin. Three
variants of economic structure in 1960 are given in table 10. These represent coun
try types Dl. D2 and D3 respectively. §/ The ccmbinaticn cf three ccuntry types and
four sets of sectoral growth rates yields twelve rates of growth in total GDP. As
can be seen from table 10, the latter rates range from 4.23 per cent to 7.64 per cent
per annum, with three of the rates being less than 5 per cent, fcur lying between 5
and 6 per cent, three between 6 and 7 per cent and two being greater than 7 per cent.
As pointed out above, this set of growth rates represents exacting targets when judged
against the historical performance of fast-growing developed countries. This fact
reinforces the impressionistic interpretation of the figures of table 5. Even the
lowest of the growth rates of output shcwn in table 10 would represent a respectable
achievement. The highest growth rates would require the design and smooth and full
application of highly successful policies.

§/ There is a well-known correlation between the distribution of output and the
distribution of the labour force by industrial origin. This is reflected in the first
two columns of table 10. The distribution of the labour force shown in the table is
a 'smooth' version of that shown in table 2.
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The relationship between output and employment growth is not a simple one.
Labour productivity oan readily be identified as the evident link between the two.
The relationship between output and productivity is, however, itself an extremely
complicated one and one whioh ohanges through time. This means that for operational
purposes it is not easy to derive estimated produotivity ohanges either by means of
a priori analysis or - given the normal data constraints - by careful interpretation
of relevant statistical evidence. In this regard, the difficulties can readily be
seen from the information presented in tables 7 and 8, ooncerning employment and pro
ductivity in developing countries. The information in these tables represents in
principle the two kinds of data required to translate total and sectoral rates of
growth of cutput into corresponding rates of growth of employment. In table 7 informa
tion is given on tae rates of growth of real GDP in employment and in productivity
for 15 developing oountries between 1950 and 1965. From the table it is clear that
there is a positive correlation between the rate of growth of GDP and the productivi
ty/employment ratio. 11 It can also be seen from the table that, broadly speaking,
those countries which recorded rates of growth of GDP of 4 per cent or more over the
15- year period also recorded productivity/employment ratios which were greater than 1.

The productivity/employment ratio for the economy as a whole emerges, of course,
from the corresponding sectoral ratios. Some very scattered and flimsy evidence on
these ratios is given in table 8. The figures shown under column D2 of the table are
based on FAO material and are generally meant to represent developing African coun
tries. In combination with the economic structure that characterizes the least

Table 7: Rates of Growth of Real GDP Emplo. ent and Productivity in 15 developing
countries. 1950-1965 in per cent per annum

Country

Argentina
Brazil
Ceylon
Chile
Colombia
Egypt
India
Malaya
Mexico
Pakistan
Peru
Philippines
Republic of Korea
Thailand
Venezuela

GDP

3.20
5·20
3.40
4.00
4.60
5·50
3.50
3·50
6.10
3.70
5·60
5·00
6.20
6.30
6.70

Rates of
Employment

1·40
2.90
1.60
1.30
2.30
1·50
2.20
1.70
3.10
2.40
1.30
2.20
1.80
3.10
3.60

growth
Productivity

1.8
2.29
1.80
2.70
2.30
4.00
1.30
1.80
3.00
1.30
4.30
2.80
4.40
3.21
3.10

Productivity!
Employment Ratio

(4)
(3 t 2)

1.28
0·79
1.12
2.07
1.00
2.66
0.59
1.05
0.96
0.54
3.30
1.27
2.44
1.03
1.16

Source: Angus Maddison, Economic Progress and Policy in Developing Countries
(London, Allen and Unwin, 1970), tables 11-5 and II 11.

11 The coefficient of correlation is in fact 0.74.
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developed of the developing countries in Africa, ratios of this order would yield
a ratio for the economy as a whole of 0.72. This ratio is small in relation to most
of the ratios shown in table 7, and also compared with the ratio that would be
obtained if the sectoral r,?tios presented in columns A, B and C of table 8 were used
in conjunction with the same economic structure to obtain a ratio for the economy
as a whole.

Table 8: Scattered Evidence on Sectoral Productivity/Employment Ratios
in DevelopinR Countries in Recent Periods

'Estimates'

A B
Sector

Agriculture 1.42 2.2
Mining 1.72
Manufacturing ) 1.75
Construction ) 0.78
Services ) 0.42

C D
1 2

0.60 0.35
1.5
1.1 0.83

19.3
2.05 0.97

Sources: A (Colombia, 1964-70): International Labour Office, Towards Full
Employmen;ja proRramme for Colombia (Geneva, 1970), table 8.

B (Peru, 1950-67): Organisation for Economic Co-operation and
Development, Development Centre, Employment and Output; a MethodoloRY applied to
Peru and Guatemala, by E. Thorbecke and E. Stoutjesdijk (Paris, 1971), table 11.

C (Kenya, 1967-70): International Labour Office, Employment,
Incomes and E~ualitYj a strategy for increasing productive employment in Kenya
(Geneva, 1972 , table 86.

D (1 Ethiopia: 2 African countries no dates given), lEG Planning
Commission Office, The Employment Problem in Ethiopia, table 1-9.

The evidence of tables 7 and 8 is clearly neither sufficiently consistent nor
sufficiently comprehensive to provide a firm basis for projection. Accordingly, and
also because of the complexity of the output-productivity relationship, it was
decided to use selected, but not arbitrary, productivity/employment ratios. The
ratios selected are shown in table 9. The use of the high, medium and low ratios
respectively implies that output growth of 100 per cent over a given period of time
would be associated with employment gr-ovrbh of 40 per cent, 50 per cent and 62 per
cent respectively. The selection of identical ratios for each sector under each of
the three headings in the table is somewhat heroic. It has, however, the merit of
simplioity and the advantage in the present context that it probably makes the low
ratio more favourable to employment growth than is likely to be the Case (at least
on present policies) in economies which obtain rates of growth of the magnitude of
those set out in table 10.

Table 9: Selected Sectoral Ratios of Productivity/Employment Growth, 1960-2000

Sector
Productivity/Employment
Hi g:h Med i um

Ratios
Low

Agri cul ture
Industry
Service

1.0
1.0
1.0

0.60
0.60
0.60
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Chapter V perhaps suggests that there is no necessary reason why high rates of
output growth need be associated with higher rather than lower productivity/employ
ment ratios. If, however, there is anything to the fashionable charge that eccnomic
activity in the developing countries is increasingly and uncritically ordered on the
basis of methods which are appropriate to the developed countries, then it makes
sense to assume that higher and lower productivity/employment ratios will be
associated with higher and lower increases in output through time. Given this, eight
combinations of sectoral growth rates and productivity/emplcyment ratios are deployed
in table 10. These combinations are as follows:

Combination

1
2
3
4
5
6
7
8

Productivity /
Employment Ratio

Low
Medium
Low
Medium
Medium
High
Medium
High

Growth Rate

(a)
(a)
(b)
(b)
(c)
(c)
(d)
(d)

(3) Growth in Employment and Unemployment 1960-2000

It is proper at this point to reoognize ~gain the ragged, possibly naive
charaoter of the reasoning and statistics used in this chapter. In particular, two
different but related criticisms may be made. The first of these would accept that
given 'projections' of population and participaticn rates by age and sex, the 'supply'
of labour over a given period is determined. It would, however, recognize that this
'supply' of labour. is not independent of the factors which determine the 'demand' for
labour - the rate of growth and sectoral composition of output, together with the
techniques used to produce it - and would argue that insufficient attention has been
paid to the relationships between such things as output growth, educational provisicn
and participation rates. In reply to this criticism two things may be said. The
first is that, as has already been pointed out, the data required to prove such
relationships are simply not available; the second that the relationships are at
least implicitly subsumed in the methodology used - which employs patterns of change
consistent with the shift from lower to higher levels of development.

More fundamentally, proponents of the second criticism would - for r-eaaonc touched
upon in chapter I - be scornful of the labour force approach the present chapt~remploys.

Such scorn is, hcwever, largely beside the point. Abstracting from intricate inter
relationships between supply and demand and frcm the fine details of whc is now
employed or otherwise, the basic problem fordevelcping African countries is how to make
full and equitably rewarding use of their human resources. The basic purpose of
this and the previous chapters is to seek to quantify the magnitude of this central
croblem, and to throw scme light on the policy measures required. To do this in the
,',ost graphic way, the assumptions concerning population change are conservative, and
,he productivity figures (particularly thcse used in the 'low' anQ 'medium' variants)
orguably understate the pace of adoption and the power of modern technology and
~nagement. It is now convenient to consider employment and unemployment trends for

..he rest of this century. In doing this, it is further convenient to begin 1-Ji th
" ?ble 10 and, subsequently, to employ two alternative assumption, ccncerning the
cni";al (1960) level of unemployment.

-------------------------------------,"



Table 10: 'Pro~ections' of Output, Produotivity and Employment for Economic Groupings, 1960-1980-2000

Sectoral distribution Annual Rates of Gro,nh Sectoral distribution Sectoral distribution
in 1960 1960-2000 in 1980 in 2000

Output Labour Force Output Employment Output Labour Force Output Labour Force
(per cent) (per cent) (per cent) (per cent) (per cent) (per cent) (per cent) (per cent)

Group Dl

(i) Combination 1

Agri cu.Iture 60 90 2.4 1.5 44 86 29 80
Industry 10 3 7.0 4.375 19 5 30 8
Service 30 7 5·0 3,125 37 9 41 12

Total 100 100 4.23 1.80 100 100 100 100

(ii ) Combination 2

Agri cul.ture 60 90 2.4 1.2 44 87 29 82
Industry 10 3 7.0 3.5 19 5 30 7
Service 30 7 5·0 2.5 37 9 41 11 Lu

Lu

Total 100 100 4.23 1.42 loa 101 100 100

(iii) Combination 3

Agriculture 60 90 2.4 1.5 39 84 21 75
Industry 10 3 8.0 5·0 20 6 34 10
Service 30 7 6.0 3.75 41 10 45 14

Total 100 100 4.98 1.94 100 100 100 99
(iv) Combination 4

Agriculture 60 90 2.4 1.2 39 85 21 79
Industry 10 3 8.0 4.0 20 5 34 8
Service 30 7 6.0 3.0 41 10 45 13

Total 100 100 4.98 1.52 100 100 100 100

(v) Combination 5

Agriculture 60 90 3.0 1.5 42 86 26 81
Industry 10 3 8. a 4.0 19 5 32 7
Service 30 7 6. a 3.0 39 9 43 12

Total 100 100 5.12 1.76 100 100 101 100



~able 10 (Cont'd.)

Sectoral distribution Annual rate of Sectoral distribution Sectorll distribution
in 1960 growth 1960-2000 in 1980 in 2000

Labour Employ- Labour Labour
Output Force Output ment Output Force Output Force

(per cent) C~r cent) (p,,-",---cent) Jper~nt) (per cent) (per cent) iper_ oenj ) (per cent)

(vi) Comb Lna t i o n 6

Agricul ture 60 90 3.0 1.2 42 87 26 83
Industry 10 3 8.0 3.2 19 4 32 6
Service 30 7 6.0 2.4 39 9 43 10

I'o t a I 100 100 5·12 1.39 100 100 101 99

( va i ) Combir.ation 7

Agriculture 60 90 3.0 1.5 36 85 16 76
Industry 10 3 10.0 5.0 24 6 44 10

Total 100 100 6.29 1.91 100 101 100 99

(viii) Combination 8 w

Agriculture 60 90 3.0 1.2 36 86 16 80 .p..

Industry 10 3 10.0 4.0 24 5 44 8 I

3ervice 30 7 7.0 2.8 40 9 40 12

Total 100 100 6.29 1.49 100 100 100 100

Group D2
(i) Combina tion 1

Agriculture 43 81 2.4 1.5 28 74 16 65
Industry 17 6.5 7.0 4.375 28 11 41 16
Service 40 12.5 5.0 3.125 44 16 43 19

Total 100 100 4.82 2.07 100 101 100 100

(ii) Combination 2

Agricul ture 43 81 2.4 1.2 28 75 16 68
Industry 17 6.5 7.0 3·5 28 10 41 14
Service 40 12.5 5.0 2.5 44 15 43 18

Total 100 100 4.82 1.62 100 100 100 100



Table 10 (Cont'd.)

Sectoral distribution Annu s l rates of Sectoral distribution Sectoral distribution
in 196. Growth 1960-2000 in 1980 in 2COO

Labour Employ- Labour Labour
Output Force Output ment Output Force Output Force

(per cent) (par cent) (per cent) (per cent) (per cent) (per cent) (per cent) (per cent)

proup p~ (Cont'd.)
L

(iii) Combination 3

Agrbul ture 43 81 2.4 1.5 24 71 12 59
Industry 17 6.5 8.0 5.0 29 12 43 19
S"r"ice 40 12·5 6.0 3·75 46 17 45 22

Totd.l 100 100 5.68 2.31 99 100 100 10.

(iv) Combination 4

Agricul ture 43 81 2.4 1.2 24 73 12 64
Industry 17 6.5 8.0 4.0 29 10 43 16
Service 40 12.5 6.0 3. a 46 16 45 20

Total 100 11'10 5.58 1.79 99 99 ltO 100 w
'-"

(v) Combination 5

Agricul ture 43 81 3. a 1.5 27 75 14 67
Industry 17 6.5 8.0 4.0 29 10 42 15
Servioe 40 12.5 6.' 3.0 45 16 44 l'
~'~tal 100 100 5.76 1.99 101 101 100 101

I(vi) Combination 6

Agricul ture 43 81 3. a 1.2 27 76 14 70 !Industry 17 6.5 8.0 3.2 29 9 42 13 I

Service 40 12·5 6.0 2·4 45 15 44 17 1
I
"

Total 100 100 5.75 1.5' Ul 100 100 U'
(Vii) Combination 7

il.gricul ture 43 81 3.0 1.5 21 72 8 6{
Industry 17 6.5 i •• O 5.0 34 12 54 l'
Service 4' 12·5 7.0 3.5 44 17 38 21

Total 100 10. 7.12 2.25 99 101 1•• U.



Table 10 (Cont'd.)

Seotoral distribution PJillual Rates of Growth Sectoral distribution Sectoral distribution
in 1960 1960-2000 in 1980 in 2000-

Output Labour Force Output Employment Output Labour Force Output Labour Force
(per cent) (per cent) (per oent) (per cent) (per cent) (per cent) (per cent) (per cent)

Group D2 (Cont'd.)

(viii ) Combination 8

Agriculture 43 81 3.0 1.2 21 74 8 65
Industry 17 6.5 10.0 4.0 34 10 54 16
Service 40 12.5 7.0 2.8 44 16 >,8 19

Total 100 100 7.12 1, 75 99 100 100 100

Group D3
(i) Combination 1

Agricul ture 33 69 2.4 1.5 20 59 11 48
Industry 24 12 7·0 4.375 36 18 49 26 VJ

o-;

Service 43 19 5.0 3.125 44 23 40 25 I

Total 100 100 5·19 2.40 100 100 100 99

(ii) Combination 2

Agrioul ture 33 69 2.4 1.2 20 61 11 53
Industry 24 12 7.0 3.5 36 17 49 23
Service 43 19 5.0 2·5 44 22 40 24

Total 100 100 5.19 1.88 100 100 100 100

(iii) Combination 3

Agriculture 33 69 2.4 1.5 17 56 8 42
Industry 24 12 8.0 5.0 38 20 51 30
Service 43 19 6.0 3.75 45 24 41 28

Total 100 100 6.10 2.74 100 100 100 100

(iv) Combination 4

Agricul ture 33 69 2.4 1.2 17 59 8 48
Industry 24 12 8.0 4·0 38 18 51 25
Service 43 19 6.0 3.0 45 23 41 27

Total 100 100 6.10 2.13 100 100 100 100



T~ble 10 (Gont'd.) t
;
1

Sectoral distribution Annual Rates of Sectoral distribution Sectoral distribution !
in 1960 Growth 1960-2000 in 1960 in 2000

Labour ~mploy- Labour Labour
Output Force Output ment Output ?orce Output Force

(per cent) (per cent) (per ceE.-t;ljper cent) (per cent) (per cent) (:e.~..!:....E.ent) (per cent)

Group D (Cont'd.). 3

( v) Combination 5

i-.gricul ture 33 69 3.0 1.5 19 60 9 51
Industry 24 12 8.0 4.0 37 17 50 24
t,c;rV:"'Cd 43 19 6.0 3.0 44 22 40 25

Total 100 100 6.15 2.27 100 99 99 100

(vi' Combination 6• J

Agriculture 33 69 3.0 1.2 19 62 9 55
Industry 24 12 8.0 3.2 37 16 50 21
Service 43 19 6.0 2.4 44 22 40 24 IN

--l

Total 100 100 6.15 1. 79 100 100 99 100

( vii) Combination 7

Agriculture 33 69 3.0 1.5 15 57 5 43
Industry 24 12 10.0 5.0 43 20 62 30

IService ,+3 19 7.0 3.5 42 23 33 26
t

'ro tal 100 100 7.64 2.67 100 100 100 99 1

i
(viii) Co~binaticn 8 ,

J
ligri cuL ture 33 69 3.0 1.2 15 59 5 49 I
Industry 24 12 10.0 4.0 43 18 62 26 t

;

3crvice 43 19 7.0 2.8 42 23 33 25 i

ro tal 100 100 7.64 2.51 100 100 100 100
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In the light of the explanations given in the previous seotion, muoh of the
detail of table 10 is self-explanatory. It is, however, worth examining further the
rates of increase in output and employment reoorded in the table. To facilitate this
the rates of output and employment growth for each of the three country groupings
are shown separately in table 11.

Table 11: Annual Rates of Growth in Output and Employment. 1960-2000
(in per cent)

Count rv Group
Rates of Employment
Output Growth Growth

HiRh ~

4.23 1.80 1.42
4.98 1.94 1.52
5.12 1.76 1.39
6.29 1.91 1.49

4.82 2.07 1.62
5.68 2.31 1.79
5.76 1.99 1.56
7.12 2.25 1. 75

5.19 2.40 1.88
6.10 2.74 2.13
6.15 2.27 1.79
7.64 2.67 2·51

Source: Table 10.

Table 11 summarizes the third and fourth columns of table 10, and thus shows
clearly that in the latter table fcur rates of output increase (based on the sectoral
rates of table 6) are each associated with 'high' and 'low' employment increases.
These are the inverse, as it were, of the productivity/employment ratios discussed
above, and in interpreting the figures of table 11 it is important to remember that,
reflecting an assumed relationship between the rates of output growth and the pace
of productivity improvement, 'low' and 'medium' productivity/employment ratios are
associated with sectoral output rates (a) and (b), and 'medium' and 'high' ratios
with sectoral rates (c) and (d).

The differences in the relative rates of output increase associated with the
three levels cf development (Dl' D2 and D3) result from differences in economic
structure and, broadly speaking, output and employment rates rise from Dl to D2 to D3
as the share of agriculture in total output declines. Thus, the output rates range
from 4.23 per cent to 6.29 per cent for grcup Dl, from 4.82 to 7.12 per cent for D2,
and from 5.19 to 7.64 per cent for group D3. The correspcnding ranges for employment
are from 1.39 to 1.94 per cent for Dl' from 1.56 to 2.31 per cent for D2' and from
1.79 to 2.74 per cent for D3. More generally, if impressionistically, perhaps the
mcst striking feature cf the table is that notwithstanding the high rates of output
growth (by historical and contemporary standards) the majority of employment rates
(15 out of 24) is below 2.0 per cent.

1··--------------------------
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It is now oonvenient to bring together the main elements (assumptions) and
'projeotions' of chapters II and III. To do this, it should first be reoalled that,
in keeping with the theory of demographic transition, African countries were
classified in chapter II into four types, representing two variants for each of the
first two stages of the transition. These types can now be combined with the three
levels of development whioh have been defined and used in the present Chapter. Thus
Dl and D2 characteristics are to be found in countries which have population age
distributions broadly similar to II and 12; and D3 defensibly fits countries which
belong to one or other of population types III and 112, This suggests six combina
tions of population type and level of development whioh oan apply to Afrioan ooun
tries. A summary representation of this kind is not, of oourse, exact. In particular
there are countries whose population characteristios plaoe them between II and 12'
In what follows, they are represented by II' so that population growth is under
estimated. Again,there are countries represented by 12 which have a higher proportion
of children in the total population than that of the typical 12 country. For this
reason the population forecasts are oonservative in so far as they cover a significant
number of African countries. Moreover, a similar caveat can be entered in respect
of a number of countries represented by types III and 112•

If these fine distinctions are left aside, African countries can be described,
on the basis of their d~mographio and basic economio charaoteristics, as follows:

Eoonomic/Population
Type Countries

Upper Volta, Central African Republic,
Uganda and the Gambia

Niger, Chad, Mali, Lesotho, MalaWi,
Botswana, Ethiopia, Tanzania, Sudan
and Burundi

Cameroon, Gabon

Ivory Coast, Swaziland, Togo, Guinea,
Kenya, Dahomey, Zambia, Senegal and
Mozambique

Sierra Leone, Libe~ia, Angola, Zaire,
Tunisia and Congo

Algeria, Morocco, Libya, Egypt, Rhodesia,
Nigeria and Ghana.

The population, related labour force and employment projections of this and the
previous chapter are brought together in an illustrative and important way in table
12, which provides estimates of labour foroe size, employment and unemployment in 1980
and 2000 for each of the economic/population types just identified. The figures in
the first row (A) for each type result from a combination of the population projec
tions of Chapter II and the labour force partioipation rates presented above. For
row A, the minimum and maximum columns show the lowest and highest labOur forces in
1980 and 2000 respectively consistent with the demog~aphic assumptions of chapter II.
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Thus, the smaller labour foroe would result if, against historioal preoedent, fertility
rates declined earlier and more quickly than death rates; the larger labour force if
the trends in birth and death rates were more in keeping with historical evidence.
In this regard, however, it is important to note that the 'maximum' labour force is
not the largest conceivable, or even the biggest to emerge on the basis of plausible,
but different assumptions from those used in the present Survey. It is quite simply
the largest labour force consistent with a basically conservative set of assumptions.

Rows B and C relate to the demand for labour on the respective assumptions of
initial unemployment of 10 and 20 per cent. Here minimum and maximum are predicated
on the output and employment growth rates of table 10. Thus, the maximum demand for
labour is that resulting from a combination of high output growth and relatively
favourable (to employment creation) assumptions. To the extent that product and
productivity increases are highly and positively correlated, maximum demand is
unrealistic. Minimum demand reflects a combination of relatively low output and
relatively high productivity assumptions. It is, however, important to stress that
none of the output assumptions underlying table 10 can absolutely be described as
low, and to recall that the scant available evidence does not suggest that even the
'high' productivity assumptions are out of line.

The last two rows (D and E) of table 12 provide a measure of unemployment in
1980 and 2000. The minimum rate combines the minimum size of labour force (e.g.
3370 for type Dl II) with the maximum demand (e.g. 3705 for type Dl II)' The
maximum rate is based on the ratio of the maximum supply and the minimum demand for
labour. Thus, the minimum rate of unemployment results from what many might think
indefensibly favourable demographic assumptions in combination with what have just
been described as arguably unrealistic output and productivity assumptions. The
unemployment figures in the maximum columns should consequently be taken more serious
ly than those labelled minimum.

In the light of the explanations given of the figures in table 12, it is clear
that they lend strong support to the view that there is an (un)employment prcblem in
African countries. Thus, those combinations of labour force and employment growth rates
which result in an apparent excess demand for labour are all located in the minimum
columns of the table. Even in these columns there is positive unemployment shown by
12 of the 24 observations they contain. More disturbingly, the unemployment figures
in the maximum columns are all positive and on the whole high - in some cases fright
eningly so. Moreover, with three exceptions (for Dl II in 1980 and D2 II in 1980 and
2000), the unemployment rates sho,m in these columns are higher than the corresponding
rates assumed for 1960.

The evidence of table 12 can be seen both as a measure of the African employment
problem and as 'a general indication of the required policy responses. The
limited number of cases in which there would, on the figures of the table, be an
excess demand for labour in 1980 and 2000 resulted in effect from a combination of
as things now stand - unlikely demography and unlikely (i.e. unusually labour
intensive) technology. The question this raises is whether population and technology
policies can be contrived which would make the 'now unlikely' possible. Further
discussions of populaticn policy are outside the scope of this study. The question
of technology is taken up again in chapter V.



Table 12: Labour Force, Employment and Unemployment, 1960. 1980 and 2000
(based on initial population size of 5 million)

Economic/ Labour Force 1980 2000

Popu:tation TyPe related category Unit 1960 Min Max Min Max

Dl II A OOOs 2850 3370 3585 4520 5450
B OOOs 2565 3371 3705 4476 5580
c OOOs 2280 2996 3294 3979 4960
D per oent -9.9 6.0 -23.5 17.9
E per oent 2.3 16.4 -9.7 27.0

Dl 12
A OOOs 2600 3630 3870 5590 6775
B 000s 2340 3075 3380 4084 5090
c 000s 2080 2733 3005 3630 4525
D per oent 6.9 20.5 8.9 39·7 I
E per oent 17.2 29.4 19.1 46.4 .».

f-"

D2 II
A OOOs 2550 2960 3150 3860 4630
B OOOs 2295 3110 3522 4290 5775
c OOOs 2040 2764 3131 3813 5133
D per cent -19.0 103 -49.6 7.3
E per oent -5.8 12.3 -33.0 17.6

D2 12
A OOOs 2310 3185 3395 4760 5740 i

B OOOs 2079 2817 3191 3886 5232 IC OOOs 1848 2504 2836 3454 4650
D per oent -0.2 17.0 -9.9 3203

IE per cent i i;» 26.2 2.3 39.8

D3 III I
A OOOs 2365 3240 3360 5005 5905 I

IB OOOs 2128 3005 3532 4347 6374c 000s 1892 2671 3140 3865 5667
D per cent -9.0 10.6 -27.4 26.4
E per cent 3.1 20.5 -13.2 34.5



Table 12: (Cont 'd.)

Eoonomio! Labour Force
1980 2000

Population TY]le related category Unit 1960 Min Max Min Max

D3 II2
A OCOs 2005 3610 3705 6455 7525
B OOOs 1804 2547 2994 3685 5404
C OOOs 1604 2265 2662 3277 4805
D per cent 17.1 31.3 16.3 51.0
E per cent 2603 38.) 25.6 56.5

Key: A = Labour Force.

B = Employed labour force,on an initial (1960) assumption cf 10 per cent unemployment.

C = Same as B, but with initial 20 per cent unemployment.

D = Unemployment, on initial level of 10 per cent.

E = Unemployment, on initial level of 20 per cent.

I
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Chapter IV UNEMPLOYMENT AND MIGRATION IN GHANA
The problem of unemployment in the industrializing countries of Africa arguably

constitutes a much more serious threat to economic progress and political stability
than did the recurrent ecenomic crises and bouts of unemployment experienced in the
countries which are now industrialized during their development phase. As with many
of the problems facing Africa, this anomaly stems frcm the fact that the need to
force the pace of development is superimposed on the difficulties which beset "late
starters" ..

In the growing economy of, say, Britain in the eighteenth and early nineteenth
century, the degree of specialization in manufacturing was lcwer, the disparity
between incomes and social facilities in the towns and in the rural areas, less
marked and the bargaining power of organized labour, weaker than in contemporary
African countries. These factors moderated the impact of any setback in the British
economy in this period.

Unfortunately, the consequences of economic setback are likely to be more
graphic in developing Africa, where an attempt is being made to compress the 200
years of industrial growth of the industrialized ccuntries into less than a quarter
of that time and where the situation is radically different from that in which the
industrialized countries embarked on the growth process precisely because the two
groups are now intimately linked economically and intellectually. The development
of a factory system and of effective illlionism, the emergence of wealthy cities
against a background of rural poverty and the expectation of rapid increases in
living standards are phenomena common to adv~1ced and developing countries. But
whereas the developed countries have been able to deal with the ramifications of
these phenomena, in their "mature" phase, the developing countries are struggling
with them at a ti~e when their economies are at an early stage of transformation.
It is therefore doubtful that many developing economies could survive the explosive
consequences of the degree of urban unemployment which a proj8ction of current
trends predicts. In an obvious sense, of course, the economies would survive, but
survival at low levels of income and in a situaticn such that any move toward
industrial growth oontains the seed of its own reversal is unacceptable.

'I'he char-aot.e r-i e t Lce o f developing African e conomi.e a J which tend to produce
forces inimical to orderly development and growth, must be fully understood if
effective countervailing policies are to be evolved" In this chapter a t t en t i.on is
focused on the cen't r-a.L issue of urban unemployment , its ex terrt and causes (with
special attention being paid to migration) in Ghana, o~, uf the first African oour.
tries to seek tv industrialize.

In section 1 the nature and magnitude of the unemployment problem in Ghana is
examined, and special attention is paid to evaluating tte census estimates. The
following section is devoted to an examination of unemployment in urban areas, and
the influence of migration is probed. In section 3 the characteristics of migration
from rural to urban areas are examinated and the rate of such migration determined
in the light of the Ghanaian data; and, finally, conclusions are drawn and possible
policy measures discussed in section 4.
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(1) The Unemployment Problem in Ghana

(a) Census estimates of unemployment

At first sight, the census figures for unemployment in Ghana in 1960 and 1970
are less gloomy than might be expected.l/ As table 1 indicates, the average rate
of unemployment was 6.0 per cent in beth years (representing absolute tctals of
163,643 and 198,571, respectively), and regional rates ranged from 3.0 to 11.6 per
cent in 1960 and from 2.0 to 10.0 per cent in 1970. ,hile the overall rates are
higher than those prevailing generally in advanced countries, they have occasionally
been exceeded in recent years by several industrialized countries (in 1971, Canada,
the United states of America, Ireland and Yougoslavia all had unemployment which
equalled or exceeded the 1970 rate in Ghana) and are regularly exceeded in
the bacb ard regions of many advanced countries. This is not to say that the
estimated rates are acceptable in the long run; but given that the omnipresence of
heavy unemployment in all developing African countries is virtually taken for
granted by many people, the figures quoted are on the low side. It is true that in
the late 1950s and early 1960s Ghana made considerable headway with industrialization
and was a relatively prosperous nation by African standards, but what was built
before economic growth began to slow down in the mid-1960s was no more than a founda
tion. Casual observation would suggest that then, as now, unemployment was wide
spread, - in the towns at least, - and was certainly many times worse than in any
advanced country. Thus Killick noted in 1966 that "unemployment is particularly
acute amongst the younger generation of workers, as any visitor to Accra can quickly
recognize for himself".gj Certainly, the diffioulty experienced in finding jobs is
much complained about at many levels of Ghanaian society, and various Government
pronouncements and newspaper comments tell the same story. The ease and speed with
which a labour force was assembled from the ranks of the urban unemployed for
'uperation Feed Yourself' may be taken as a dramatic confirmation of the fact that
an unemployment problem existsA

Table 1: Census Estimates of Unemployment in Ghana 1960 and 1970

Region

Western
Central
Greater Accra
Eastern
Volta
Ashanti
Brong-Ahafo
Northern
Upper

Total

Per Cent
1960

6.9
5·6

11.6
5.7
3.9
6.4
7·2
3.9
3.0

6.0

*Unemployment
1970

5·9
5.0
9.6
5.7
3.5
7. a
3.8
2.0

10. a
6.0

Sources: Census Office, 1970 Population Census of Ghana, Vol. II, Accra, 1972,
table 3.8, p. xxv.

* Per cent of labour force.

l! The rates of unemployment quoted here are based on the labour. force rather
than the total adult population. The use of the latter base 1n certa1n of the Census
tables yields lower unemployment rates, but has little meaning in the present con'ext.

y A.J. Killick, "Labour: A General Survey", in ',J. Birmingham, J. Neustadt and
E.N. Omaboe, eds., A Study of Contemporary Ghana, (Allen & Unwin, London, 1966), p , 149.
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How many such impressionistic "evidence" be squared with the unernp Loyme n t figures
reported in the Census and tabulated above? The anawe r: is three-fold:

(i) Unemployment in Ghana is very much an urban problem and the position in the
towns is much worse than elsewhere. In 1970, 42.7 per cent of all unemployed persons
were found amongst the 28.9 per cent of Ghana's population living in. towns of 5,000
or more inhabitants. 3/ The lower unemployment rates in the CQuntryslde mask the more
serious situation in the towns. The data in table 2 show that in all regions In 1960
and in all but the Upper Region in 1970, the average rate of unemployment was higher
in the urban than in the rural areas and consequently higher in the urban areas than
in the region ~s 0 whole.

Table 2: Unemployment in Urban and Rural Areas of Ghana, 1960 and 1970

1960 1970
Rate of unemployment in Rate of unemployment in
(i) (ii ) (i) (ii)

Urban Rural (i Urban Rural (i
Region areas areas U) areas areas t i )

Western 10.2 ) )
2.3

8.8 4.9 1.8
Central 11.1 ) 4·7 ) 7.7 4.0 1.9
Greater Accra 13.2 5·1 2.6 10.4 4.7 2.2
Eastern 8.4 5·0 1.7 7·7 5.1 1.5
Volta 6.9 3.5 2.0 5.3 3.2 1.7
Ashanti 10.4 5.1 2.0 9.9 5.8 1.7
Brong-Ahafo 12,3 6.3 2.0 6.1 3.2 1.9
Northern 11.9 )

2.6
)

4.4
5.3 1.1 4.8

Upper 10·5 ) ) 7.7 10.3 0.7

Total 10.9 4·5 2.4 8.7 4.8 1.8

Sf urea: C,rr,pileJ frem duta cbte,incd in tl".0 1960 r.nd 1970 cc r.c ue ,

The oase of the Upper Region can be explained largely on two grounds: Firstly,
the unusually small proportion of the population is the base labour force due to the
very large number of "home-makers" (usually housewives). This is particularly impor
tant in the rural areas, and has the effect of giving each unemployed person a heavier
percentage weighting in these areas than in the towns. The unusually small extent of
urbanization in the Upper Regicn, where only 7.1 per cent of the population lived in
towns in 1970, further emphasises this effect. Seoondly, the Upper Region has easily
the most "static" population of all the Regions, with only 4.4 per cent of its in
habitants having been born in another region, as against a national average for the
corresponding statistic of 17.9 per cent. This low level of in-migration is likely
to have upset the balance of the incidenoe of unemployment between urban and rural
areas,as will be explained later in this chapter.

It should also be pointed out that as well as being predominantly an urban pro
blem, unemployment is predominantly a problem facing male workers. In the large
majority of towns and cities in Ghana, the rate of male unemployment in 1970 consider
ably exceeded that of female unemployment, the overall urban rate being 9.8 per cent
and that for the five largest towns; 10.7 per cent.

J! The Census adopts 5,000 as the cut-off point for "urban areas" on the grounds
that, in towns of this size or above the majority of the labour force tends to work in
urban occupations, rather than outside the towns in agriculture, hunting, forestry and
fishing.
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(ii) The apparent underestimation in the census results in part from a predilec
tion, already remarked upon in chapter 1, to impose on the Ghanaian situation a set
of standards of reference applicable in inuustrial societies but not wholly relevant
to African societies. Thus the high evidence of "casual" working and of short daily
working hours is not consistent with the idea of employment as it is understood in
industrial societies, but may be regarded as perfectly normal in a static society
where communal or family labour, with its ocncomitant of work-sharing, is a long
established way of life. Even where a living is scratched from the earth with the
utmost difficulty, there may be long periods when little can be done either because
of seasonality or because of the impossibility of extending the margin of cultiva
tion. In such circumstances, a short working day and few working days per year are
likely to be common, although it may not be apparent to labourers that they are
"underemployed". Turnham has pointed out that "It is well known that the conceptu
of labour force and therefore of employment and unemployment are difficult to apply
in less developed countries. In consequence, important analytical constructs like
the participation rate and the rate of unemployment are highly sensitive to seemingly
trivial or arbitrary differences in measurement procedures. In practice, for males,
the main problem is the fundamental distinction between employment and unemployment''..4-1

The implication of this for the census figures is that any definition of "un
employed" will be such as to give much lower rates for Ghana than would the same
definitions used in corresponding enquiries in industrial societies.

Two points may be made here. While the rate of unemployment calculated with
African social situations and attitudes in mind may well be a relevant measure of the
"pressure" of unemployment as it is perceived by rural Africans, it may not be the
most suitable rate for other purposes, such as for estimating the surplus of labour
available for industrialization, and since its use assumes homogeneity of circumstance,
it may well not have such relevance to the urban situation where perceptions of
unemployment may be quite different. Thus, no one set of definitions can serve all
purposes and cover all situations. This constitutes a very important problem in a
dual economy, where the modern and backward sectors are much more widely separated
than any two major sectors of an industrial societyo

(iii) Even allowing for different conceptions of what constitutes unemployment,
the precise definition of employment and unemployment used in Ghana's census seems
unsatisfactory, as has already been pointed out in chapter I.

Even if it is accepted that a less rigorous definition of unemployment is more
appropriate to Ghana than to industrial societies, it does seem that it is excessively
easy to qualify for entry into the ranks of the "employed". The use of the census
definition will result in the inclusion amongst the employed of many persons who
worked only a few days in the year and of others who hold ~~~f.~~e. jobs which
involve long idle periods due to seasonal and other factors. It is certain that
large .rumbe r-s of the "disguised unemployed" (people who are "technically at work but
virtually idle" in the agriculture, the handi.cnaft s and the urban service sectors)
are included among the employed in the census statistics. The general observation
by Turnham that "••• it is perhaps not surprising to find an element of conflict
between the widely held belief based on direct observation that there exists sub
stantial unemployment ••• and the evidence provided by the sample surveys".21 has, in
fact, been echoed with special reference to the question of disguised unemployment

4J D. Turnham, op. c i t , ,

Tbid., p.17.
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in Ghana by the Co-ordinator of the 1960 Census, who wrote: "There is in existence
a fairly large proportion of unemployed labour although available statistics are
unable to reveal the real magnitude of the problem".§J

Do,nward biases to the computed unemployment rate over and above those stemming
from the "disguised unemployment" issue mentioned above will be imparted by the
clxclusion of all persons under 15 years of age (since many children under 15 are
de facto part of the employed or unemployed labour force) and of the voluntarily
unemployed since this group almost certainly includes some who had "despaired of
finceing any Job". (Indeed, the inclusion of the latter category in the census is
in itself indicative of the existence of a more serious unemployment problem than
the figures suggest).

All in all, it does seem that the ostensibly "employed" group must contain many
people whc regard themselves as unemployed and may be urgently seeking work. There
is, however, no way of estimating the size of this component with any degree cf
accuracy on the basis of the census figures.

(b) Adjustments to oensus figures

Given these problems of conception and definition and the lack of comprehensive
figures for employment and unemployment based on alternative criteria, it is possible
to construct only highly tentative revised unemployment rates reflecting the true
"pressure" of unemployment on the economic system in Ghana. Unfortunately, available
information permits adjustment only to the denominator of the unemployed ratic.
This is unsatisfactory both because it means that any attempt at revision must be
incomplete and because the figures for unemployment seem likely to be less accurate
than those for the labour force. The data on the labour force are based on a
definition which accords more closely with generally accepted definitions and in the
main excludes unpaid workers (housewives, apprentices, etc.) and members of the armed
foroes.

Wllat can be done, however, is to adjust the definition of "labour force" to
focus attention more sharply on the extent of the unemployment problem. To this end,
it is possible to reconstruct the census figures using Killick's definition of the
"wage labour force". This includes employees and the unemployed but excludes
employers and the self-employed (presumably on the grounds that no unemployed man
sees himself as unemployed because he cannot find employment in one of these two
groups and that the key issue of the unemployment problem is the assessment by the
unemployed of their prospects of finding a job, that is, of becoming employees).

In 1960, the labour force as defined in the census numbered 2,123,026, of whom
163,643 were unemployed. Of the total, only 493,860 were "employees in employment",
so that the wage labour force numbered 651,503. The 1910 figure for the labour force
is 3,331,618, of whom 198,511 were unemployed. At the time of writing, no figure
is available for "employees in employment" in 1970 so that the size of the wage
labour force cannot be calculated directly.

Two estimates for the size of the wage labour force were made on the basis of
alternative assumptions as follows:

(i) The wage labour force is a constant proportion of the male and female
labour force as measured by the census.

T' • Birmingham, e t , alo, eds.,
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The ratios of wage labour to the labour force in 1900 were .tal.e s = 0.<37
females = a.oss; total = 0.241. Applying these proportions to the 1970 labour force
figure yields a wage labour force composed as follows:

Males
Females
Total

626,667
126,496
753,163

The corresponding rates of unemployment are:

Males
Females
Total

22.7 per cent
43.9 per cent
26.3 per cent;

(ii) The wage labour foroe is a constant proportion of the total wage labour
force as enumerated by the Central Bureau of Statistics in its annual survey.

In view of the likelihood of a shift out of self-employment towards paid
employment during the 1960s as industrialization progressed, it is desirable that
some modification be made to the assumption of rigid proportionality in this respect
by way of sensitivity an~lysis. The only independent estimate of the number of
employees in employment is that published by the Ghanaian Central Bureau of
Statistics (CBS) in its annual survey. This survey is known to be only a partial
one since not all establishments are contacted and since not all establishments con
tacted provide the data requested. If it is assumed that a constant proportion of
all employees in employment were covered by these annual surveys throughout the 1960s
and that the relationship between the census figures and the survey figures is also
oonstant, a second set of estimates for the size of the wage labour force and level
of unemployment in 1970 can be generated. 11

The final estimate for 1970 waS that the wage labour force totalled 590,173 and
that the unemployment rate amongst this group was 25.2 per cent. If anything, this
estimate is likely to be on the high side, as it Seems reasonable to assume that the
coverage of the CBS survey improved over the 1960s.

Thus the two estimates Just made yield rather similar rates of unemployment of
around 25-26 per cent for the wage labour force. No great accuracy is claimed for
these estimates, because of the rather crude estimating techniques used and because
they rest on the behavioural assumption that the unemployed look only to wage labo~r

opportunities when seeking employment. To the extent that the unemployed look for
self-employment or seek work in the non-wage earning sector, the pressure of unemploy
rrent will be less than the 25 per cent figure suggests, but the postUlate that a
higher and hi~ler proportion of the unemployed will seek paid employment does seem
plausible.y

1/ In fact, some adjustments and subsidiary estimates are required to allow for
the omission from CBS data of wage earners in cocoa, "African" diamond mines and
domestic service. The adjusted CBS figures for 1960 cover approxirrately 86 per cent
of all employees in employment recorded in the census.

y Kil1ick estimates that "Certainly more than 10 per cent and probably nearer
l~ per cent of Ghana's male wage labour force is unemployed - or was at the time of
the 1960 Census and 1960 was a good year in terms of economic activity", (Ii. Birming
hom, et al. op. cit.)
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In view of this and of the strong possibility of underestimation of the total
unemployed, it is difficult tc avoid the conclusion that the "effective unemployment
rate in Ghana is well above the percentage quoted in table 1 and that the unemploy
ment situation, especially in the urban areas is much more critical than the census
figures suggest.

(2) Urban Areas and Unemployment

(a) Introduction

Ghana's unemployment problem is most acute in urban areas, and it is in these
areas that unemployment is likely to be a particularly explosive issue, especially
in view of the heavy strain which the increasing urban population puts on a whole
range of facilities. including those for public health, water and drainage,
housing, electricity, schooling and transport. It is important to note in this
connexion that unrest stemming from the un~mployment situation is unlikely to be
restricted to the unemployed. The increased pressure on urban facilities will be
felt by all. and this has wide financial as well as purely physical implications.
As Turnham has observed. "The essential problem is that the costs of many••• facili
ties remain a charge on public funds, because those who benefit are too poor to pay
for them themselves".y It is consequently convenient now to turn to an examination
of certain characteristics of urban areas which appear to be associated with parti
cular levels of unemployment, and in particular to seek to answer the following
questions: Do large towns have higher or lower rates of unemployment than small
towns? Do fast-growing towns have more or less unemployment than Slow-growing
towns? Does in-migration noticeably affect the unemployment situation? These
issues are examined below witt a view to identifying the underlying relationship
between urbanization and the rate of unemployment. The census unemployment figures
are used throughout on the assumption that although they underestimate the level of
unereployment, they do so in a consistent way.

(b) Size of towns and unemployment

'l'he Census defines an urban area as any town of 5,000 or more inhabitants.
Although the detailed analysis of unemployment in towns in 1970 has not yet been
publil:>heu., it was possible to use the "statisticA of localities and enumeration
areas" (vol.II) to isolate from the 25.000 or so "localities" the 132 (or around 0.5
per cent) which qualified for urban status. Unemployment rates were calculated,
using all the timployed plus all the unemf'loyed as the baslc lllabour force ll in con
formi ty with the census convention. The corresponding r-a:e s for male unemployment
were also computed. When the correlation coefficients relating size of towns to
the overall rates of unemployment anJ. to the rate arr.o~gst males only were computed,
values of 0.22 and 0.18, respectively, resulted (significant at 1 and )-per-cent
levels respectively). Simmlar calculations for towns with a population of over
10,000 and ,owns with a popUlation of over 20,000 also produced weak positive
correlations, and the situation improved only slightly ,]hen a rank order test W8S

applied yielding v~lues of 0.32 and 0.23 for all 132 towns (significant at the 0.5
per cent level).

ThuR it is not possible to substanti~te the hypoth6sis that in Ghana urtan
unemployment is worse the larger the town if unemployment is ccnstrued as rates of
unemployment. "hat is true is that large towns have more unemployed people than

2/ D. Turnham, op.oit., p.l08.
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small towns, so the "problem" may be better posed in absolute than in relative terms.
Imat combinations of unemployment rate and absolute numbers of unemployed are
sufficient to generate an unstable situation? Is the Accra conurbation, with
30,756 unemployed reported in the 1970 Census (equivalent to 36 per cent of all
Ghanaian unemployment) and a rate of 10.5 per cent, better or worse off than Aburi,
a town with 245 unemployed but a rate of 10.9 per cent, or more difficult still, 
than Kibi, with an unemployment rate of 11.9 but where only 222 people were reported
out of work? Is there a "critical mass" of unemployment in absolute terms? If so,
can its size vary with the size of towns and with the spread of the burden of the
cost of communal facilities? Clearly, the answers to these questions cannot be
given on the basis of the statistical analysis above, and much more information is
required on the relationship between absolute and relative unemployment and social
stabili ty.

It may well be that a broad-based analysis of unemployment is misleading and
that attention should be focused on the small number of large towns, rather than on
all urban areas. It is certainly true that while no strong general relationship
can be shown to exist between size of town and rates of unemployment, the rates in
four of the five largest towns were well above the national average of 6.0 per cent
and the urban average of 8.7 per cent, with an (unweighted) average of 10.1 per cent.
These five towns alone accounted for just over 60 per cent of Ghana's urban unemployed.

An anal sis of the growth patterns of towns in Ghana lends weight to the
suggestion that not all urban areas are relevant to the discussion of the unemploy
ment issue in the present context. While Ghana I s urban population as a whole "ex
ploded" from 7.9 per cent of the national population in 1921 to 13.0 per cent in
1948 and 29.3 per cent in 1970 and is currently growing at three times the rate of
the rural ~opulation, these global figures conceal divergent trends. During the
1960s, the population in the majority of towns in fact grew more slowly than the
rural population, and in the Central and Ahsanti Regions (with over 25 per cent of
Ghana's total population) rural numbers as a whole grew faster than urban. The over
all figures for the urban areas are then heavily influenced by a relatively small
number of large, fast-growing towns, where the relationship between growth and
unemployment is important.

(c) Rate of growth of towns and unemployment

While no strong systematic relationsWp seems to exist between size of towns and
rate of unemployment, it is plausible to postulate the exidtence of such a relation
ship between rate of growth of towns and unemployment on the grounds that rapid
growth may lead to problems of labour absorption. The extent to which both overall
and male-only unemployment rates were correlated with the rates of grcwth of the
towns of various sizes was examined. Since accurate figures for urban populations
are available only for the years 1960 and 1970, the growth rates used were for this
H)-year period.

Once again, the results indicated a weak positive relationship, the strongest
correlation being that for male unemployment in towns with a pcpucation of over
20,000 at +0.48 (significant at the 5 per cent level).
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lhgrati:m within and between Regions is an important phenomenon in many African
countries, and Ghana is no exception. The data presented in table 3 show clearly
that in 1960 a sizeable proportion of the inhabitants of most regions had come from~

another region, and the figures for 1970 indicate that the 1960s were years of
considerable inter-regional movement.

Table ~: ProjLortion of population resident in given reB;'ion and born in another region
of Ghana 1960 and 1970

Region 1960 1970 1970/1960

Hestern 13.5 27.4 2.0
Central 7.2 12.7 1.8
Greater Accra 30.3 42.2 1.4
Eastern 14.4 16.3 1.1
Volta 5.4 7.5 1.4
Ashanti 18.5 19.2 1.0
Brong-Ahafo 18.6 23.9 1.3
North 3.8 9.5 2.5
Upper 1.6 4.4 2.7

TOTAL 12.4 17.9 1.4

Sour~: 1970 Population Census of Ghana.

The figures presented above show clearly that migration was an important feature
of the demographic evolution of Ghana in the 1960s. The data cannot be used as a
direct measure of the extent of inter-regional migration as the figures for 1960 and
1970 do not refer to the same group. Specifically, the comparison of 1970 with 1960
values understates the gross inflow into each region in that persons declaring them
selves migrants in 1960 may have died or moved to another region in the interim.
(Those who move to another region will, of course, contribute to an offsetting
increase in gross migration into that region). The extent of the impact of in
migration on a region's popUlation is understated if the natural increase amo~~s~

mi~ants over the 1960s is excluded, as it will be since children born to migrants
subsequent to the move will not be registered as migrants. Thus the ratio of the
values for 1960 and 1970 (as represented by the ratio for 1970/1960 in the third
column)is a minimum value for the gross change in the population due to migration.

A strong causal relationship between the outflow from the countryside tc the
towns and the heavy unemployment in the towns is widely accepted as characteristic
of most developing countries. lQ/ The availability of figures for migration in
Ghana for the two years 1960 and 1970 permits examination of the in-migration/rate of
unemployment nexus in greater detail than is perhaps possible for any other African
country. The data for 1960 are very much more detailed that those as yet available

J-SJ.I For all developing countries taken together, "observers are agreed that
the outflow has accounted for about half of urban popuLat Lon gr-owth ••••• for the
pericd 1960-70"; DECD , pevelopment Gc-opeL"tion, 19.T\ Revj.8,.!'!:, Paris, 1973, p.9S.
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for 1970 though further information on the 1970 situation will be published by the
Census Offioe in due oourse. ll! Here the statistioal relationships found to exist
between in-migration and unemployment are disoussed,and a detailed analysis of the
characteristics and causes of in-migration is presented in section 3.

Once again simple correlation coefficients were the principal tool of preliminar,y
analysis. The definition of an in-migrant was a member of the labour force in a
given urban area born in a different region. When all 132 towns were examined,small
negative, though insignificant, values were computed. Narrowing the focus to
urban areas with a population of 10,000 or more yielded coefficients of 0.21 (for all
une ...pLoyed ) and 0.45 (for unemployed males) (significant at 10 per cent and 0.1 per
cent respectively). These results suggest that only a weak positive relationship
existed between in-migration and the rate of unemployment, although for the larger
towns and for male workers the relationship Was stronger. The results are not nearly
as striking as had been expected. It is, however, arguable that the diversity of
experience amongst the smaller towns may have masked the more important trends in
the larger urban areas.

One problem here is the use of a stock measure for migration which admits
migrants of all vintages and not just relatively recent in-comers - who might be
expected to have a particularly powerful influenoe on current unemployment.
Consequently, the relationship between changes in numbers of in-migrants during the
1960s and changes in the rate of unemployment was examined for all urban areas in
Ghana. The result was a near-zero value, which backs up the results discussed above
in that it suggests that it is hard to prove that, in general, towns experiencing
rapid in-migration suffer heavy unemployment and vice versa.

However, the three largest towns (Accra-Tema, Kumasi and Sekondi-Takoradi) had
in-migrant populations above the national urban average, the highest being that of
Accra-Tema, where no fewer than 44.1 per cent of the population Came originally from
a different region. In all, about 60 per cent of all urban in-migrants were living
in these three towns in 1970, and, as was mentioned earlier, unemployment rates
there were well above average.

It therefore, seems that the largest towns all experienced very rapid rates of
population growth and large-scale in-migration, and that, at the same time, they had
~ates of unemployment which were well. above average. It may be that the conventional
wisdom regarding the characteristics of urban areas with high unemployment in
developing countries applies only to the very largest towns, which would, of course,
make cross-sectional statistical testing within countries impracticable since
the towns concerned tend to be relatively large and few in number. As has been
observed: "To an even greater extent than in industrial countries, developing coun
tries tend to be very much dominated by a megalopolis: for example, in Africa,
half the urban population of many countries will be found in the capital, which may
be several times as big as the next most important town" .1£/

1l/ The principal sources used here in the discussion of migration are Vol. II
of both the 1960 and 1970 Population Census of Ghana, and the particularly valuable
B. Gil, K.T. de Graft-Johnson and E.A. Colecraft, 1960 Population Census of Ghana,
Vol. VI, "the Post Enumeration Survey:' Census Office, Accra, 1971. ( Hereinafter
referred to as "Post Enumeration Survey").

11/0ECD, op. cit., p. 100.
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As has been ncted above, much of the discussion of unemployment in Afrioa runs
in terms of urban unemployment and the influenoe on it of in-migration, i.e. of
rural-to-urban migration. In this section some characteristics of rural-to-urban
migrants in Ghana will be examined with special reference to their significance in
respect of unemployment in the towns, and a brief assessment will be made of certain
models of the unemployment/migration nexus in the light of the Ghanaian data.

(a) Unemployment amonRst miRrants

Although it might be assumed that the supposed positive correlation betweon in
migration and unemployment results in particUlarly high unemployment rates amongst
the migrants themselves, this has not been established. However, it would seem
likely on a prior~ grounds that recent migrants to towns would constitute the labour
group which faces the greatest problem in finding jobs. Detailed information on this
point can be derived from the Post Enumeration Survey and is summarized in table 4
below.

:rhen urban non-migrants (column 1) are compared with short-range in-migrants to
the towns in the same region (column 2), recent migrants (column 3) and other migrants
(column 4), the non-migrants are found to have the highest overall rate of unemploy
ment, at 6.2 per cent. Recent migrants have a national rate of 6.0 per cent, and
other migrants only 2.4 per cent. The unemployment rate for all migrants is 4.3 per
cent. At the regional level, recent migrants had higher rates of unemployment in
the Pestern Region, Accra, and the Northern Region, ani lower rates elsewhere. Other
migrants had lower rates in all but the Volta Region, and in most cases unemployment
rates for them \fere less than half of those observed amongst non-migrants. All
migrants taken together had lower rates of unemployment than had non-migrants in all
but the Northern Region.

Table 4:
areas

~~_.o_n_._~~.•__!_"_o_n-_m2grant s*

(4T~

2.7
3.1
1.9
7.1
0.8
1.6
2.2

0)

5.4
8.7
4.3
4.2
303
4.6
4.5

6.3
7.4
4.0
3.7
6.0
6.3
3.3

(2)
Non-migrants
and short-
distance Recent Other +* . +. +migrant s* _.,.2J!!grant s _m.':-~.n_t_s A_l.:l:.. migr!'2'..t3~~~

4.2
6.2
3.3
5.5
1.9
3.6
3.5

5.2
7.7
4.9
5.8
8.8
7.4
2.6

lfestern
Accra
Eastern
Volta
Ashanti
Brong-Ahafo
Northern

TOTAL 6.2

.s2~: "P.E.S,", Tables H. 38 and H. 39

*
**

Region.
+

resident

+
+

resident

Adult males born in location of enumeration.
Adult males born in location of enumeration or in other location in same

Adult males born in a different region from that of enumeration and
for under 5 years in the urban area of enwnerationo

Adult males born in a different region from that of enumeraticn and
lor 5 or more years in the urban area of enumeration.
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Thus it appears that in-migrants to urban areas in Ghana were able to find jobs
relatively mor3 easily than non-migrants as a whole. This applied even among relat
ively recent arrivals in the towns, who might be expected to be at the greatest
disadvantage in terms cf finding a job, and was very pr nounced amongst the in
migrants of longer standing, whose unemployment rates were, in fact, very low by
Ghanaian standards (as low as 0.8 per cent in the Ashanti Region). These figures
strongly support the view that finding a job becomes easier as the period of residence
in towns length9ns, but they cast doubt on the supposedly concomitant a priori expect
ation that recent in-migr8nts constitute the urban group likely to have most difficul
ty in finding jobs since in fcur of the seven regions covered, unemployment rates are
lower for recent migrants than for non-migrants. In fact, recent in-migrants are,
in general, favoured in this respect, and find it easier to gain employment than do
non-migrants. 1J/

While the explanation for this phenomenon cannot be taken directly from the 1970
census data., an examination of the educational and occupational characteristics of
migrants leads to interesting inferences.

(b) Educational characteristics of mi,<;rants

It is to be expected that one component of most migratory movements, especially
where rural-to-urban migration is concerned, will be a relatively well-educated group
seeking greater soope for the deployment of its talents in a new environment. At
the same time, however, it Can be argued that the relative poverty of the countryside
compared to the large towns in most developing countries will drive many people who
are not among the better educated to the urban areas, particularly in a small country
like Ghana where distances are relatively short and road transport is well developed
and cheap. It is therefore impossible to judge from first principles what the
composition of Ghana's rural-to-urban migrants is likely to be in terms of levels of
education.

Once again facts are required, and onoe again the 1960 census provides some
interesting data regarding adult males. These are presented in table 5, which shows
that there is a striking difference between migrants and non-migrants. The non
migrant group as a whole (whioh includes both rural and urban non-migrants) is charact
erized by the low level cf its educational status, with 68.6 per cent never having
attended school, and only 1.1 per cent having attained the level of secondary school.
Urban non-migrants were significantly better off in this respect, a situation which
no doubt reflects the superior educational facilities of the towns, but even this
group had 42.5 per cent without schooling and only 4.0 per cent with secondary or
higher education. The 'all recent migrants' group (Column 3), which includes all inter
regional migrants coming from urban or rural areas and going to urban or rural areas,
had qualifications which _were marginally..inferior to those of the urban non-migrants,
but that component of the group which migrated to urban areas "recent in-migrants in
urban areas", Column 4) not only constituted an educational elite within the migrants

121 This finding corresponds to the results reported by R. Henrick for Chile in
Urban MiRration and Economic Development in Chile, lilT Press, Cambridge, l'.\assachusetts,
1965, and in the IBRD Sector 100rking Paper on Urbanization.



- 55 -

Table 5: Educational characteristics of male migrants and non-migrants in Ghana,
1960

Recent in-
Urban non- All recent migrants in

migrants+ +migrants Urban Areas..

42.5 48.4 32.3
43.0 42·7 54.2
9.9 7.5 6.9

29.0 29.1 38.7

4.0 6.1 8.6
14.5 8.9 13.4

1.1
7.7

68.6
23.7
8.4

All non-*
migrants

Never attended school
Attended school in the past

(a) Primary school
(b) Middle, commercial or

technical school 14.2
(c) Secondary school, teacher

training college or
university

Attending school at present

Educational
status

Source: "P.E.S.", table H. 18.

* Includes non-migrants in rural areas.
+ Adult males enumerated in a different region from their region of birth

and having resided less than 5 years in location of enumeration.

group but was very much better educated than even the urban non-migrants, with only
32.4 per cent being totally uneducated and with a markedly higher proportion of people
who had been eudcated both to the secondary and to the higher level. 14/

It is quite clear, then, that Ln-rnigr-an'bs to Ghana's to,ms were a particularly
well-educated group on the whole, and it seems fir to conclude that in this respect
they would have been at an advantage over even long-term urban residents in seeking
jobs in urban areas. They would thus have contributed to urban unemployment more by
displacing urban non-migrants than by remaining unemployed themselves. The figures
for unemployment in table 4 are rather easier to understand in this light.

11/ This confirms Killick's hypothesis that the prevailing idea that migrants
tend to be unskilled manual workers is a myth and lends support to his view that
"The permanent migrant may, in fact, be the dynamic figure in the modernization of
Ghana's labour force". (\oJ. Birmingham et al, ~cit., p. 134). It also substantiates
the results of a survey of 17,000 Ghanaians carried out between 1962 and 1964, in
which it Was found that "over 75 per cent of those with no education expected to
remain permanently in the rural areas, while less than half of those with middle
school education expected to do so. Lack of education is believed by villagers to
be a major barrier to getting a good Job in towns". (J.C. Caldwell, "Migration and
Urbanization", in W. Birmingham et al, ~., op. cit., pp. 137-138). This sort of
finding is not, of course, confined to Ghana, and other studies have emphasized the
importance of the education/migration relationship. Curiously, a study by R.E. Beals,
M.B. Levy and L.N. Moses, "Rationality and Migration in Ghana", Review of Economics
& Statistios, vol , XLIV, No.1, 1967, pp, 480-486, found that "Education is negatively
related to migration". However, the detailed census data on migration were not
available at the time this article was written.
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(c) Occupational characteristics of migrants

The distribution of male in-migrants of less than 2 years' residence in urban
areas by occupation is presented in table 6. l2/ Totalling some 23.5 per cent of
the urban male labour force, the in-migrants were over-represented in certain highly
skilled, rather than unskilled, jobs, and made up 38.4 per cent of all urban "pro
fessional, technical and related workers" and 30.6 per cent of all urban "administrat
ive, executive and managerial workers". Of the total number of in-migrants,13.2 per
cent were employed in such occupations, or 20.9 per cent if "clerical workers" are
included. In-migrants were also over-represented amongst "miners, quarrymen and
related workers", (29.7 per cent), "service, sport and recreation workers" (28.2 per
cent) and "workers not classified by occupation" (40.9 per cent). Amongst the sub
groups, a disproportionately large number of in-migrants found jobs as "spinners,
weavers, knitters, dyers, etc" (35.9 per cent of the urban labour force), "farm workers
and labourers" (27.0 per cent), and "labourers" (28.2 per cent). In view of the
rural origins of many migrants, it is surprising that they were under-represented
among "farmers, fishermen, hunters, loggers, etc"., and comprised only 16.0 per cent
of that group. This could reflect a non-agricultural, etc., bias in interests amongst
the migrants of rural origins. Amongst the migrants themselves nearly one-third
took up jobs as "craftsmen, production process workers and labourers", 11.9 per
cent of the total being labourers.

To sum up, the principal characteristics of the occupation distribution of in
migrants in the t owns were heavy over-representation in "white collar jobs" on the
one hand, with over one-fifth of all migrants so employed, and similar over-represent
ation in the labouring, service and "unclassified" jobs, into which a further 25 per
cent went. One plausible explanation for this would be that the over-representation
in labouring, service and unclassified jobs reflects the classic strategy of migrants
in unfamiliar surroundings, viz to take any available job in order to establish a
foothold and to cover living expenses in a new and perhaps relativelyhostileenvircn
ment. On the other hand, the bias towards "white collar" jobs reflects the finding
that in-migrants were on average much better educated than non-migrants.

l2/ This group probably contains a number of migrants of more than 2 years
standing who changed their residence within an urban area or who moved from one urban
area to another, in the 2 years prior to enumeration. It is not possible to separate
out such cases, and so the migrant group is better regarded as being of less recent
average "vintage" than the 2-year limit suggests. The high proportion of the labour
force accounted for by this group (23.5 per cent) tends to confirm this interpreta
tion, although it is quite consistent with the majority of the in-migrants being
fairly recent arrivals. (It is known, for instance, that in 1960 11.3 per cent of
Ghana's adult male population had spent less than 5 years in the region of enumeration).
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to Urban areas as a proj)ortion of the Hale Urban
and of all recent male migrants to urban areas

Occupaticn

Per cent of male
urban labour force
by cccupation

Per cent cf ~otal

recent male migrants
to Urban areas

All Professional, Technical and
Related Workers

Teaohers
Draughtsmen & science
& engineering technicians

Admin., executive and Managerial workers
Clerical workers
Sales workers

Working proprietors, (retail trade,
mainly petty trade)

Working proprietors, (retail and whclesale
trade, mainly fishmongering)

Farmers, fishermen, hunters, loggers, etc.
Farmers and farm managers
Farm wcrkers and. labourers
Fishermen and r~lated werkers
Loggere, hunters, other forestry workers

Miners, quarrymen and related workers
Transpcrt and commimications workers
Craftsmen, Production Process workers

aild labourers n.e.s.
Spinners, weavers, knitters, dyers, etc.
Tailors, cutters, furriers, etc.
Toolmakers, machinists, plumbers,
welders, platers, etc.

Carpenters, joiners, cabinet makers,
coopers etc.

Bricklayers, plasterers and construction
workers n, e. s ,

Millers, bakers, brewers, etc.
Labourers n, e. s ,

Service, sport and recreat i.on wcr-ke r-s
.'orkers not classified by 0 ccupation

Total

38.4
36.2

42.0
30.6
23.3
19.9

19.7

17.4
16.0
13.7
27.0
15·3
21.2
29.7
21.8

22.3
35·9
13.9

20.9

20.2

23.6
17.0
28.2
28.2
40.9

23.5

10.2
3.4

3.4
3.0
7·7
6.8

4.3

0.4
11. 9
5·5
2.6
3.8
0·4
3.8
8.1

33·7
0.9
2.1

3.8
0.9

11.9
9.0
5·5

Source: "Fost Eva.Lua.t ron CelllSUS", table H.42.

* Resident in locality of enumeration less than 2 years.
+ Error due to rounding.
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(d) The causes of migTation and its role in employment creation

Hitherto in this chapter, the emphasis has been on establishing correlations
between unemployment and other factors, causal or otherwise, believed tc be associated
with it. The most obvious candidate as a causal factor of urban unemployment 
in-migration - has been examined, and found to be important in the cases of the
largest towns. So far, however, no direct attempt has been made to explain migration,
and its precise relationship to urban unemployment. Many explanations have been
offerei for rural-urban migration, these ranging frem the simple descriptive level
and 'single factor' explanations, to cumplex models which integrate migration and
unemployment into an equilibrium model. In this section an attempt will be made to
assess alternative views of the migration process and its relation to urban unemploy
ment in the light of recent Ghanaian experienoe.

Any attempt to set up a watertight model of the rural-to-urban migration process
faces severe and probably insurmountable problems in the form of the large number of
non-economic and non-quantifiable factors operating in this most complex process and
the strong likelihood that different groups of migrants are influenced by Widely
differing pressures.

Several attempts have been made, through surveys of migrants, to establish the
fundamental motivations behind the migratory impulse, but while it is usually possible
to make certain inferences about the sorts of people who are likely to migrate to
towns and even about the probable levels of in-migration, it has proved very
difficult to develop entirely convrnoing quantifiable models. This ·ili! due largely to
the fact that it is difficult to evaluate with precision the importance of a whole
range of factors which are not strictly "economic" or "demographic" in character,
such as a desire to escape the monotony and strict controls of tribal life, "real or
imagined cppnrtunities for ••• independence" l3!tho desiro to join family members al
ready in an urban area, a dislike of manual labour ooupled with the lure of the high
prestige attached to "white collar" jobs and readier accese to "sophisticated" goods
and a civilized way of life.

In a sense these motives can be subjected to numerical analysis. For instance,
Caldwell reports that a certain propcrtion of his migrant interviewees specified
':'entertainment, holidays, cinemas, bars, dancing and women" as important attractions
in the large cities, and he was also able to compute precisely what proportions
averred that they had migrated to towns because of the "sophistication" of life there,
because of "the beauty of the towns ", because travel Was "good for one", and so on.su
But as it is not possible to ascribe precise weights to these replies, they cannot
readily be integrated intc a determinate model cf the migration process. The process
cf migration from the countryside to the towns has been observed in all ages and in
all countries. Obviously the concentration cf people· in towns is of economic
importance, but that is not to say that all,or even most,in-migrants came to the urban
areas for purely econcmic reasons. It is likely that the migrant is responding to
pressures other than those arising from a calculus of economic costs and benefits
and that political, psychological and social factors are important determinants of
rates of rural-urban migration.

12/ See"Ullbanization in Africa South of the Sahara", Report on the World Sccial
Situation, (United Nations Publication Sales No.l957.IV.3),P.46), where this and
cther pcints are discussed in detail.

W J.C. Caldwell,Migration and Urbanizaticn",(eds.) _.Birmingham et al op.cit.,
pp.136-144.
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In turning now to the empirical evidence, it must be admitted that most migrants
cite economic motives as at least their ostensible reason for leaving the countryside.
Higher rates of remuneration 1§/ and better job opportunities with improved promotion
prospects are clearly important ('pull') factors whose converse is the lower wage
rates and limited horizons of rural employment. Three important studies of migration
in Ghana by Bes.Ls, Knight and Caldwell, respectively, all agree on the importance of
such economic factors. 121 Thus Caldwell reports that five-sixths of all migrants or
potential migrants gave, as their chief reason for moving, the desire for more money,
the prestige accompanying more highly-paid town jobs, the desire to earn more money
with which to buy consumer goods, and so on (see table 7). Many migrants also give
as their reason for migrating a desire to gain access to superior housing, better
health facilities, water and electricity and the like and generally to teke advantage
of the heavy per capita investment in urban servlceB and in£rnstruc.ure which also
distinguishes towns from the countryside.

In the rural areas, the prospective migrant will feel all these pressures, part
icularly if he is educated, as well as various ('push') factors ranging from famine
(the recent drought in West Africa has pushed many rural dwellers into the towns in
search of food) to the mOre common boredom and the irksomeness often associated with
"disguised unemployment".

Wable 7: Reasons given for rural-urban migration in Ghana (Per cent of respondents)

To obtain jobs, money, consumer goods
Preference for town life, preference for town husbands
To become "civilized"/sophisticated, for prestige
Desire to travel and enjoy new experiences
To gain education or training
To join immediate relatives
Problems of the village:

land shortage
poor rural facilities
village or family lifficulties

Trading purposes
Other

Total

Rural survevr

88
9
4
3
3
2

1
2
2
7

negligible
*121

Urban survey+

82
8
8
7
7
5

a
2
1

12
1

*133

Source: J.C. Caldwell, African Rural-Urban Migration: The Movement to Ghana's
~ (Australian National University Press,Camberra,1969), table 4.1, p. 89.

+ Percentage of households giving response.
* Adds to over 100 per cent because of multiple responses.

1§/ Comparisons of urban and rural wage rates and earnings in Ghana, illustrat
ing the differential in favour of the urban areas, are given in B.E. Rourke and
S.K. Sekiyi-Gyinae, "Agricultural and Urban Wage Rates in Ghana", The Economic Bulletin
of Ghana, vol.2, No.1, 1972, pp. 3-13, and K. Ewusi, The Distribution of Monetary
Incomes in Ghana, ISSER Technical Paper No. 14, Legon, 1971, pp. 47-52.

12./ R.E. Beals, ~, op. cit., p. 486; J.B. Knight, "Rural-Urban Income
Comparisons and Migration in Ghana", Bulletin of the Oxford University Institute of
Economics and Statistics, vol. 34, No.2, May 1972, pp. 199 228 and J.C. Caldwell,
African Rural-Urban Migration: The Movement to Ghana's Towns, (Australian National
University Press, Camberra, 1969).
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Most of these motives were given in response to Caldwell's query: "More people
are going to the big t cwns (e.g. Accra, Kumasa ) now. 1.Thy do you think this is so?"
It would be possible to leave the matter here, with the various 'push' and 'pull'
factors enumerated in table 7, which were perhaps weighted very approximately. How
ever, the strong desire of the social scientist, to minimize imprecision in matters
such as this has inevitably led to attempts to develop determinate models of the
migration process.

. dH '~hihThe most ambitious of these is that dev~sed by Todaro an arr~s ,w c re-
cognizes that a prospective migrant's attitude towards migratton will be influenced
by the prevailing rate of unemployment in the towns since this will affect his chance
of :r1nding a job and hence the "expected value" of' his future earnings. The supply
of labour to urban areas is seen as being determined net simply by prevailing real
income diff'erentials but by ~he "expected" differential, this probability variable
acting to equilibrate unemployment rates. Since urban wages are higher than rural
wages, it follows that equilibrium rates of unemployment in the towns will exceed
those of the country-side and villages, and it is held that "as long as the urban
rural income differential continues to rise sufficiently fast to offset any sustain
ed increase in the rate of job creation, then even in spite of the long-run stabiliz
ing effect of a lower probability of successfully finding modern sector employment,
the lure of relatively high permanent incomes will continue to attraot a steady stream
of male migrants into the ever more congested urban slums. The potential social,
pclitical and economic ramifications of this growing mass of urban unemployed should
not be taken lightly".W Recommendations that "the real wage differential be
prohibited from increasing through some appropriate incomes policy", and that there
be a "concentrated effort at making rural life more attractive"?JJ flow naturally
from the hypcthesised equilibrating system.

""hile the mcdel does perform a valuable service by emphasizing the importance
of relative unemployment levels in urban and rural areas, it also embodies a number
of simplifications which seriously impair its relevance to the Ghanaian case, at
least in its b~sic form. Thus the view of the migration process as involving mainly
unskilled workers who spend some time unemployed or in the traditional sector of a
town before finding a job does not square with the Ghanaian experience in so far as
it can be derived from census datao

The statistics presented in tables 5 and i above make it abundantly clear that
a large proportion of urban-rural migrants in Ghana is skilled or highly-skilled and
that migrants enter a very wide range of cccupations in the towns. Although it is
true that the detailed statistics on rates of unemployment amongst recent migrants
(resident less than 2 years) and non-migrants in urban areas given in table 8 show that
non-migrants had lower unemployment rates in the majority of industries, the really
striking feature of the table is that unemployment rates amongst very recent arrivals
should be so low, the overall average amongst the main groups being 8.1 per cent a
figure which drops to only 2.5 per cent if the final group shown (",iorkers not

~ See for example, M. P. Todaro, "A model of labour migration and urban un
employment in less developed countries", American Economic Review, vol. LIX, No. I,
Maroh 1969, pp, 138-148 and J .R. Harris and M.P. Todaro, "Migration, Unemployment and
Development: A Two-Gector Analysis", American Economic Review, vol. LX, No.1, March
1970, pp. 126-142.

W M. P. Todaro, "A model of labour migration and urban development in less
developed ccuntries, American Economic Review, vol. L1X, No.1, March 1969, p. 147.

~ ibid., p. 146.
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Classified by Occupation") is omitted. Informaticn presented earlier on in-migrants
of lon~r residence showed clearly their superior ability to find employment by
oompartson with that of non-migrants, a characteristic not easily squared with the
assumptions of the Todaro/Harris model for where in-migrants know that they can
expect to find a job qUickly, high unemployment rates may not deter them. £d!

The facts of the Ghanaian Case would appear to be that in Ghana, as in other
countries, the labour market is highly compartmentalized and problems of job-finding
in the urban areas do not break this down. Many potential migrants will be concerned
with labour market conditions in their own particular line, and average wage levels
and overall levels of unemployment may have little or nothing to do with their deci
sion to migrate. Relatively high wages and low unemployment in "white-collar" jobs
will certainly stimulate the flow of educated people to the towns, but this should
neither raise the unemployment rate in this sector nor stimulate in~migration by
workers in other sectors. ~

The preponderance of educated persons within the migrant group and the superior
level of education of migrants vis-a-vis urban non-migrants would suggest that in
migration of the Todaro-Harris type may create unemployment to some extent by dis
placing employed urban non-migrants, rather than by swelling the pool of unemployed
migrants.

Again, the data on relative rural and urban rates of unemployment presented in
thble 9 suggest that in a number of occupation groups, where the rural rate of un
employment actually exceeds the urban rate, the unemployment position of a given job
seeker may actually be improved by rural-urban migration. This is the case with
"all professional, technical and related workers" and with "Clerical workers".

Finally, mention should be made of the possibility that even unemployed, the
in-migrant may be better off than he was in the rural hinterland. The possibility
vf support from friends and relatives has already been mentioned, and to this should
be added the inoome which must be imputed on account of freely given urban facilities
such as street lighting, drainage and the like. Moreover, in some cases persons
classified as "unemployed" may in fact be earning income in the informal sector.
Thus, a recent study of the situation in Colombia found that in-migrants, many of
whom had to search for long periods for a job, were still far better off than they
had been in the countryside. £2/

fJ! Not only are migrants better able to find jobs, but they will be insulated
from the deterrent effect of high unemployment rates by the immediate security offered
by friends and relatives where IIchain migration ll is taking place ..

~ For a discussion of the point that no-competing groups of in-migrants may be
found in other sectors, down to the level of the "watchmen, gardeners and cooks",sector
"PUblic Employment Centres as a Source of Data on Unemployment", see the mimeo
graphed document by S.ll. Ntim and T. David l"'illiams.

?5.1 R.J. Sandi lands , "The Modernization of the Agricultural Sector and Rural
Urban Migration in COlombia", Strathclyde University, Glasgow 1972 (mimeo). The author
also quotes the finding of M. Keyes, in "Estudio socio-economico del fenomeno de la
immigraci6n a Bogota," Economia Colombiana, January 1965, that even the most recently
arrived immigrants received on average 2 to 3 times as much as was being earned in the
surrounding rural areas. For a further discussion see Keith Hart, "Informal income
opportunities and the structure of urban unemployment in Ghana", Journal of Mode rri
African Studies, vol. 11, No.1, 1973 and International Developme~-stUdies Bulletin
vo l , 5, No. 2/3, l'ctober 1973. ' ------,
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Table 8: Rates of unemployment in Specified occupations amongst recent 1lJa1e migrant,
and male Ilion-migrants **

Occupation

All professional, technical and
related workers

Teachers
Draughtsmen and science

and engineering technicians
Admin., ex:ecutive
Clerical workers
Sales workers
Working proprietors, (retail trade,

mainly petty trade)
Working proprietors, (retail and wholesale
trade, mainly fishmongering)

Farmers, fishermen, hunters loggers, etc.
Farmers and farm managers
Farm workers and labourers
Fishermen and related workers
Loggers, hunters, other forestry workers

Miners, quarrymen and related workers
Transport and communications workers
Craftsmen, Production Process Workers
and labourers ~.e.6.

Spinners, weavers, knitters, dyers, etc.
Tailors, cutters, furriers, etc.
Toolmakers, machinists, plumbers, welders,
platers, etc.

Carpenters, joiners, cabinet makers,
coopers, etc.

Bricklayers, plasterers and construction
workers n.e.s.

Millers, bakers, brewers, etc.
Labourers n.e.s.

Service, sport and recreation workers
Horkers not classified by 0 ccupat i on

Total

Lnemp l.oymerrt (per cent)
(1 ) (2)

Amongst all
_Amongst recent other male (1 )
rrale mi.grants workers (2 )

2.5 1.0 2.5
4·5 1.3 3.5

2.9 0.4 7.3
1.3 2.3 0.6
2.8 2.4 1.2
4.3 1.9 2.3

neg. 1.3 neg

neg neg
4·5 0.5 9.0
7.6 0.2 38.0
5.5 2.6 2.1
0.5 0.2 2.5
neg 1.4 neg
1.5 0.6 2.5
2.2 3.2 0·7

2.3 1.6 1.4
8.1 neg ~l

2.9 0.8 3.6

1.0 2.} 0.4

2.8 1.3 2.2

1.1 2.3 0.5
4.8 neg ;:01
2.2 1.9 1.6
0.9 1.1 0.8

99.7 98.4 1.0

8.1 4.0 2.0

Source: PES, table H.42,

* Those resident in (urban) locality of enumeration for less than 2 years.

** Those resident in (urban) locality of enumeration for at least 2 years.

neg = negligible.

-------------------------,-
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Table 9: Employed and unemployed in specified Occupations during period in Present
residence, urban/rural (1960 enumeration)

Per cent of 1abour force

Occupation

Per cent
Unemployed

Urban Rural
Urban

labour fcrce
Rural

labcur force

0.1

1.9
1.1

1.0

1.0
1.8
2.1
0.9

1.5

0.2
0.6
8.9

1l.2

73.2
67.8
3.1
1.4

0.8
0.8
1.4

3.5

0.2
1.9
5.3

5.0
2.0

3.1

2.2
3.3
6.1
5.6

21.9

16.3
11.2
1.3
3.6

0.9

0.1

0.6

0.3
0.2
0.9
103

0.6

1.3

2.2

1·5
4·0
0.8

99.6

0.5

2.2
3.8

0.9
0.8
3.3
0.3

2.1
2.4
1.0

2.0

1.6

1.5

98.8

All professional, t.echrri ca.L
and related workers
Teachers
Draughtsmen and science

engineering technicians
Admin., .executive and managerial

l-.I::>rkers
Clerical workers
Sales workers
Working proprietors, (retail
trade, mainly petty trade)

Working proprietors, (retail
and wholesale tra~e, mainly
fishmongering)

Farmers, fishermen, hunters,
l.oggers, etc.
Farmers and farm managers
Farm workers and labourers
Fishermen and related workers
Loggers, hunters, other
forestry workers 1.1

Miners, quarrymen and related worker 0.9
Transport & Communications workers 3.1
Craftsmen, Production Process
workers and labourers n, e. s ,
Spinners, weavers, knitters,
dyers, etc.

Tailors, cutters, furriers, etc.
Toolmakers, machinists, plumbers,
welders, platers, etc.

Carpenters, joiners, cabinet
makers, coopers, etc.

Bricklayers, plasterers and
construction workers n.e.s. 2.0

~lillers, bakers, brewers, etc. 0.5
Labourers n s e s s , 2.2

Service, sport & recreation workers 1.1
Workers not classified by

Occupation

Total 4·4 100. 0+

Source: PES, table H.42.

+ Error due to rounding.
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(4) Conclusions and Recommendations

Unemployment in Ghana, as measured in the census report is a serious problem,
particularly in the major urban areas, and if allowance is made for problems of
definition and measurement, it is likely that the situation is considerably more
serious than the published statistics suggest. Current trends in population growth
and in-migration to the large cities point to a deterioration of the position in
the fairly near future.

A high proportion of in-migrants to towns is educated, and in-migrants as a
whole tend to be better educated than non-migrant urban dwellers. This may explain,
at least in part, the fact that within a relatively short period of time (certainly
less than 5 years) after their arrival in urban areas, in-migrants display lower
rates of unemployment than urban non-migrants. By no means all in-~igrants are
unskilled, nor do they all take up unskilled jobs; indeed, the most highly skilled
ocoupations are heavily dependent on in-migrants for their labour supply.

The causes of migration are many, and any attempt to develop a systematic model
of migration must allow in some way for the unquantifiable psychic attractions of
urban, Western-style life, and unscramble these from the undoubtedly important
economic motivations. It is apparent that such factors as remuneration rates and
unemployment levels in rural and urban areas will influence the rate of migration,
but the Todaro model, which makes use of these concepts, is something of a blunt
instrument in that it ignores the fragmented nature of the labour market, which is
clearly relevant (to Ghana, at any rate), and the possibility that even the unemploy
ed in the urban informal sector may be better off than they were in the country, or
at least not so badly off as their status might suggest.

Doubts as to the validity and predictive value of Todaro's model do not neces
sarily vitiate his conclusions, however, and his suggestion that efforts be made to
prevent real wage differentials between urban and rural areas from "increasing" has
merit. It is certainly the case that wages are higher in urban than in rural areas
in Ghana, and this is partly (though only partly) because the minimum wage law
is muoh more effectively enforced in the main towns than in the rural areas. This
situation cculd be improved either by mcre rigorous enforcement of the law or by a
reduction in or abandoning of the minimum wage. This would have the side effect of
encouraging the use of manufacturing teohniques which were more labour-intensive and
hence of creating more jobs, and attempts to depress the oapital/labour ratio without
impairing economic efficiency (as measured by the social rate of return) should
certainly be energetically pursued. g£/ It is likely that emigration from many
villages could be reduced by improving facilities there, and this should be done
where possible on humanitarian grounds alone. But it must be recognized that the
tide of migration is flowing strongly from rural areas to the towns. There is no
guarantee that turning every village into a miniature Accra would solve the problem,
even if this were feasible in terms of resource availability, which it is not
(especially in vies of the economies of scale in the provision of public services).

g£/ The question of "apprcpriate technology" is dealt with at length in
chapter V below.

•
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Many villagers (especially those who are educated) would leave in any case, and
relatively few of those who are possessed by a desire for the sophistication of the
city could be expected to settle for what must inevitably be a pale imitation of
city life at the village and small-town level. Certainly, in the developed wcrld
the process of rural depopulation, which gained momentum in an era when urban/rural
differences were much less marked than they now are in Ghana, is continuing despite
the fact that rural localities-in developed countries generally have amenities of high
standard and compare favourably with the cities in many respects.

What might be suggested as a feasible half-way house is the building up cf a
number of provincial centres which could provide many cf the facilities found in the
largest conurbations at reasonable cost. A policy of dispersing government andindu~ry

throughout such centres would no doubt be highly unpopular but should be carefully
examined as a possible alternative to the present growing ooncentration of
industrial and politioal power in a very few towns.

At the Same time, the inevitability of the continued increase in the size of the
largest towns should be borne in mind lest suggestions like those of Todaro that
emphasis should be placed on agriculture (instead on manufacturing?) and that the
building of low-cost housos in urban areas be stopped, should be accepted uncritical
ly.

What is certainly true is that all means of slowing the drift to the towns
and of alleviating unemployment in the urban areas must be examined most urgently
if countries like Ghana are to avoid the risk of serious unrest in their cities on
the one hand, or the need for tight control over migratory moves on the ether.
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THE CHOICE Of TECHNOLOGY

The central concern of this chapter is with the choice of tehnology, particular
ly in the modern sector of African economies. This concern could be justified on a
number of grounds, of which two are powerful enough in themselves to be sufficient.
The combined evidence of chapters II and III points above all to the need for a
conscious concern with employment in the organization of all economic activity in
Africa, and the connexi.on between employment and technology is sufficiently obvious
not to need stressing.1/ Moreover, the employment problem can plausibly be seen as
being most clearly, and perhaps most dangerously, manifest in a considerable gap
between the numbers of people seeking modern sector jobs and the numbers of such
jobs available, so that the question of reducing this gap is a critically important
one, with implications beyond the modern sector.

The evident fact that the choice of technology powerfully influences the level
of employment does not mean that the relationship between the two variables is
simple. Nor does it mean that there are short and easy answers to the question as
to how the choice of technology might be effectively changed in the light of the
employment problem. If it is accepted that modern sector technology is inappropriate
to African factor endowments (in the broad sense that it uses too much capital rela
tive to labcur), then the explanation for this inappropriateness could be dound in
some combination of the following factors:

(i) poor or limited (i.e. technologically restricted) choice among known
techniques;

(ii )

(iii)

(iv)

(v)

(vi)

(vii)

'distorted' factor markets;

casual or cost-conscious ignorance on the part of decision-takers;

the expense of technology transfer considered as a commercial transaction;

the difficulty of stimulating production of 'obsolete' equipment which
might nevertheless be appropriate to African conditicns;

the lack of an indigenous goods industry which might be more responsive
to African conditions than are machinery manufacturers in the developed
count ri es; and

inadequate world knowledge.

* Section 2 and parts of Section 3 (a) and 3 (c) of this chapter are taken
from Picket, Fcrsyth and McBain. "The Choioe of Technology, EconomlC Efficiency
arid Employment in Developing Countries" to be published in Edgar O. Edwards (ed.),
Employment in Developing Nations, by Colombia University Press.

1/ l,hat can stand emphasis is the fact that technology should be understood
as comprising knowledge of organization as well as machines and technical processes.
This said, it should be obvious that there is (perhaps ought to be) normally some
correlation between administration and management systems and types of machinery etc.

----------------__---_'"



Certainly all of the factors listed in the previous paragraph have been
canvassed as explanations of (and ipso facto used to identify solutions to) the
factor proportions problem in the developing countries.£! Advocacy has, however,
been uneven with respect to both theoretical and empirical rigour, and no empiric
ally sustainable consensus has yet emerged on the weighting of the various possible
(and plausible) explanations now being considered. It is easy, of course, to
recognize that there are many aspects of the technology-employment relationship,
including the endlessly tempting semantic one of what is meant by technology and
employment respectively, and to see that among the important policy questions are
the basic ones of what knowledge is required for whom, and how it is to be obtained
and disseminated. In turn, consideration of dissemination includes the whole issue
of the form, scope, purpose and prospects of and for appropriate technology centres
in developing countries and the question of the education (perhaps more precisely
the re-education) of entrepreneurs, civil servants, bankers and other decision
takers. The many ramifications of the technology-employment nexus serve, however,
to underline the importance of purposive research designed to provide clearer and
more firmly grounded guidance than that now available.

In the nature of research and research interests, it is both proper and to be
expected that work should proceed on a broad front, that work on efficient choice
among known alternatives, on the commercial expense of technology transfer, and on
the prospects for an indigenous capital goods industry, for example, should go on
simultaneously. In seeking, however, to throw strong light on the large and complex
questions which comprise the technology-employment problem, there is much to be
said for beginning with a strong emphasis on decision-taking in the industrial
sector, because the good, mediocre and bad decisions taken in this sector in
the last decade or so have done much to shape economic and social developments in
Africa, and because such decision-taking would provide a focal point for a logically
and sequentially ordered systematic attack on the whole range of questions associated
with appropriate technology. It seems sensible, in this regard, to suggest that
decision-taking should logically begin from appraisal of known alternatives.

Even when attention is confined to prudent choice from available technologies,
satisfactory appraisal remains difficult because it is inordinately demanding in
its data requirements. Full information would include specification of factor
proportions of all known technologies at different levels of output, market sizes
in all relevant countries, the technical possibilities of factor substitution in
all relevant industries, shadow and actual factor prices - as they have been, as
they are, and as they are expected to be, and fluctuations in demand. The absence
of full information inevitably means that appraisal is more or less impressionistic,
and the difficulties in obtaining it help explain the far.t that such studies as
have been conducted are far from uniform in methodology ~nd coverage.

In the present state of knowledge, the constraints on well-grounded jUdgement
are powerful but not crippling. Opinion is plentiful and some relevant research has
been conducted. Given this, it is increasingly possible to identify the important
questions and to discern some meaningful policy options. In this respect the main
danger is that mono-causal explanations of complex phenomena will be too readily

£! For a readable and extensive (if not entirely comprehensive) discussion of
technology in developing countries, see R.B. Sutcliffe, Industry and Underdevelopment,
London, Addison-wesley, 1971, pp.146-159.
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advanced and acted upcn. Specifically, there is some risk that the view that the
factor proportion problem persists simply because factor prioe distortions persist
will be undully influential. In the light of this, and in the light of what has
been said above, most of the rest of the present chapter is devoted to discussion
of a limited number of topios which bear on the choioe among known alternative
technologies, including the influence of 'distorted' faotor prioes on that choice.

This limitation on the ooverage of the chapter does not detract from the im
portance of exoluded elements - roughly (iii) to (vii) in the list above. On the
oontrary, it is hoped that the present discussion will help throw light on the
scope for improvement in choice from among kncwn alternatives and thus some indica
tion of what more is required beyond that. It should nevertheless be noted that
the present approaoh does unavoidably beg some questions - including that of ease
of aooess to known technology. It also implies some acceptance of current or
ourrently projected patterns of consumption and prcduction, so that one important
neglected question is whether demand (product) manipulation would result in a set
of more labour-intensive industries than those now found in Af'rican economies.

The remainder of this chapter consists of four parts. The first, as useful
background, briefly establishes the basic importance of technology choice in the
oontext of the employment problem; the second, given the focus on decision-taking,
uses some basic economio theory to establish some helpful presumptions and ground
rules ooncerning economic rationality; the third is concerned with the choice of
technology; and the fourth seeks to bring together somo policy implications of the
discussion whioh precedes it.

(1) Technology and Employment

The dominant theme of this Survey is that unprecedentedly rapid rates of Afrioan
population growth raise problems of labour absorption which are more severe than
any faced by the now developed ccuntries in the course of their earlier industrializa
tion. It is true that a higher rather than a lower rate of labour foroe growth
means, on the face of it, a higher rather than a lower rate of growth of productive
resouroes. Fundamentalist thoughts apart, however, labour is not the only faotor
of production. If consequently, the labour foroe is growing more quickly than other
co-operating factors of production it can be growing too quickly in the sense that
some part of the increase in the number of potential workers oonduoes not to in
creased output, but to unemployment. This danger will clearly be the greater the
mcre rigid the teohnology available or employed.

The impcrtance of technology to the employment prcblem can be graphically
illustrated by oonsidering two extreme possibilities. Thus, it has been pointed
out that "any society, if it could rid itself of enough teohnique and capital,could
keep every one of its ambulatory members fully employed grubbing for roots and
berries".}/ To continue full employment thus would, however, hardly be consistent
with the basic goals of modernization, so that a different strategy is evidently

y
Policy

John P. Lewis, Quiet Crisis in India ~conomic Develo mont
(~ashington, D.C., The Brookings Institution, 1962 , p.52.

and American
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needed. Explicitly or implicitly, a number of people seem to hold the view that
industrialization should proceed by meanS of adopting, rather uncritically, the
'best' available technolugy, which means normally more rather than less capital
intensive technology.

1~is view could be defended, even in the face of the underlying demographic
pressures, if the industrial and traditional sectors of the economy were intimately
linked in a way which produced rapid 'spread effects' from rapid industrialization,
or if - because, for example, of the future employment effect of maximizing the
present reinvestible surplus - it were necessa~ to recognize conflict between
present and future employment opportunities. 1/ On the evidence of the 19hOS,
intimate sectoral links are not a feature of African economies, and if simplifying
characterization is in order, duality rather than integration should be stressed.
Nor is the case for recognizing the conflict between present and future employment
as strong as it is sometimes taken to be. Ignoring entirely the arguments which
would favour the present rather than the future if there were a conflict, the
main weakness of the case is that it begs the critically important question of which
technologies - capital-intensive or labour-intensive - generate the higher investible
surplus. Moreover, even if the surplus criteria now favoured capital-intensive
technology, the choice of such technology would not be automatically justified. In
this regard, it would be important to be sure that profits would be retained and
re-invested in the country in which they had been earned; to be satisfied that
technical progress would not be so labour-saving as to wipe out the employment gains
that are expected to accrue in the future; and to be certain that there were no
other viable ways of raising the savings level to what is considered to be an ap
propriate level.

This scepticism concerning the wisdom of uncritically adopting 'advanced' tech
nology in the industrial sector of developing countries can be greatly streng 
thcned by reference to an intractable fact - that of relative capital scarcity.
The widespread adoption of relatively capital-intensive technologies in the modern
sector would leave much of the labour force in developing Africa either unemployed
or, being substantially bereft of capital, engaged in very low-productivlty, low
income activity. It could then result in the dangerous combination of
"idespread, open unemployment and very sharp income differentials among those in
employment. In the light of this daunting prospect, it is worth attempting to
illustrate quantitatively the consequences of capital sc~rcity.

A little historical licence would sustain the assertion that developing Africa
"as subject to colonial rule during the hundred years from 1860 to 1960. In the
course of that controversial period partly because of the nature of the colonial
relatiunship and partly, perhaps, because the economic ethos ran more to laissez
fai re than it does now - relatively little positive and systematic action was taken
to promote African economic development. As a consequence, at the moment of
independence African economies were ill-equipped to pursue modern econorric growth.

11 In a sense, intimate sectoral links underlle. much surplus labour
theorizing, and the importance of the future is well recognized inArrartya Kumar Son,
Choice of Techniques; an aspect of the theory of planned econ~m1~.~~velopmeLt, 3rd.
ed. (Oxford, Blackwell, 1968).
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It is therefore h~rdly surprlslng that income per head for developing Africa
as a whole is still little in excess of ~US 100. Given this and a few other
figures, some rudimentary calculations suffi ce generally to establish that African
countries are now remote from the conditions that characterize countries whieh
have enjoyed modern economic growth over long periods of tirr.e. Thus, the data
ieployed in table 1 S/ suggest that in 1966 the capital stock in developing
Africa was, allowing for the relative size of population and labour force, about
on" fourteenth of what it was in the United Kingdom. Horeover, if the capital
Labour- ratio is taken as a measure of the capital Lrrt enai.hy , and hence 'modernity I r
of technology, then it is evident that there cannot be fu,y wide range of 'modern'

Table 1: Indicators Relating to Capital Stock. Technology and the Labour Force,
reveloping Africa, and the United ]Cingdom, lq66

Indicator Developing Africa Uniieci Kingdom

1. GDP per head ~!US 100 $US l,4CO

2. Capital-output ratio 4:1d 4:1

3. Dependency ratio 1:1 1:1

4. Capital-labour ratio ~~us 800 SUS 11.200£1

5· Literacy ratio 8~! 99

Sources: African Economic Indicators, 1968 (Addis Ababa, United Nations
Economic Commission for Africa, 1968) and A.R. Prest (ed.) The UK EconoN.
(2nd eoiticn). London, 196U.

EJ Assumed.

E/ Includes priVate and public dwellings.

S/ For developing Africa, the figures in rows 1, 3 and 5 are the most
realistic. The African dependency ratio was calculated on the basis of the ratio
of age ~oup 15-64 to total population, whereas that for the United Kingdom is
the ratio cf the artual labour force to the total population. The comparable
capital-labour ratio fer the United States is about $US 26,000. See K. Marsden,
"Towards a synthesis 0f economic growth and oocial justice", International
],abour Review, Vol. 100, No.- 5, December 1969, pp. 392-393 for a discussion of
this ratio. It shculd be evfdent , given the conceptual and statistical
difficulties which arise in any attempt to measure capital stock, that all
such measures should be treated with great reserve. It should be noted that
the figures for United Kingdom capital stock are gross. The year 1966 is used
in the table because it was possible quickly to obtain United Kingdom figures
f<;r that year. 'Updating' the table would not materially affect the argument of
the text.
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techniques now in use in Developing Africa.
there be any wide diffusicn of modern skills

Nor, given the low literaoy rate, oan
among the labour foroe.

All of this is evident, and the proposition that developing Africa is short
of oapital and skills would be widely accepted without reoourse to indicators of
any sort. It is, nevertheless, worth dwelling briefly on some of the implications
of table 1. In particular, it is useful to consider further what the capltal-labour
ratios imply concerning the capital intensity of technology.

" Food, beverage and tobaccc industries have figured, and still figure, prcminent-
ly in African industrialization.§! In 1966 in the United Kingdom, average employ
ment per establishment in these industries was about 120 persons and the average
capital-labour ratio was ~US 8,100 per man. 11 The latter figure can be taken as
representing 'average-practice' techniques in the UK (and thus as reccgnlzlng that
there is some range of techniques in concurrent cperation in the United Kingdom and
other economies). It is certain, of course, that these or 'better-practice'
techniques are already in use in African economies. It is nevertheless still of
interest to consider the outcome of further adoption of, say, techniques used in
thE TTni ted Kingdom. §/

fIhE:' obtaining in the Urn.ted Kingdom cap i 1;u.l-labour r-a t i.o and thE b-Verdge
s i ze f employment imply c" cap i 'tuL cost per plant of app r-ox i mat eLy u.. 1 million.
In an Jdrican economy with 2" population of 5 million , a labour force: of 2 •.5 million,
a p.er, .c.dI?~,~§ inoome of .d.. lOOjEtnd i_~ savings r-, tio of 20 pe r cent, the establishment
of 10 f'ood , bever-age and tobacco plants 'With I averc.<-be-pr<-:<.ct . oe r Uni ted j_~int,dom-l(,vel

techniquEs in d ye~r would account for 10 per cent of gross c~pitdl formation and,
on the unrealistic assumption th=t the Labour- force was u l.r-eudy fully employed, would
increase the amount of employment by 0.04 per cent. Put d i f'f'e r-errt Ly , if thE- labour
forcG were [Towing ~t 2.5 per cent per &nnum, it hould require 520 plcnts, at a
oap i t a l cost of ~520 million, or more t.h.,n 5 times tot"l annual 3",vints, to provide
employment for the annual Llcrement t~ the labour force. Put still cliff cr-ent Ly , tile
estcl,blishment of 520 p Larrt s in the food, beverage arid te·ow-cGo industrit_b r:...ct this level
of techniques would command the s avi.nga of d. 5-year p lan period in orde r- to employ
a single :Ie LeI' I S increase in tht.' Labour' f crce ,

In a way I the se 'llllOu.L...1.need 1 results ,,-1'e no t sur-cr-i s i n. ,0 if, .af t cT

ing Afr i.cs, could rapidly 2nd smoothly adept t echm.eu..s used Lri tt" Urn tc.
~.L, 'lE;;~lCl(jp

Kin :v~'Jm .nc.

£! This can be quickly confirmed from recent development plans. Thus the
Ethiopian Third Five~Year Plan (1968-1973) allocates 12 per cent of prcpose~ public
i nve at mcrrt to these a.nduet r-i e s ; the Kenyan Plan for the period 1970-1974 envisages that
the share of food, beverages and tobacco in gross manUfacturing output will decline
from 35 to 31 per cent between 1967 and 1974; and the Nigerian Second l~ational

Development Plan (1970-1974) reveals that the industries in question provided 25 per
cent of value added by manUfacturing industry in 1967. "

11 These figures are calculated from Prest, op.cit., tables 4.2, 4.3 and 4.9.

§/ ~or an interes;ing appraisal of the consequences of a thoroughgoing attempt
to adopt best-praotlce technlques ln developlhg countries, see Marsden, op.cit.
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other developed countries, it would no longer be 'developing'. The interesting
questions consequently concern the rate at which modern technology can be adopted,
and barriers which impede such adoption. In this light, the elaboration of the
data presented in table 1 graphically focuses on one significant constraint on the
rate of modernization; scarcity of capital. Recognition of this constraint is
important. Capital formation should, however, be seen as a necessa~ rather than
a sufficient condition. It should be accepted that the absorptive capacity,
broadly construed, of largley traditional societies is also in question. Rough as
they are, the figures of table 1 and the related calculations make it clear that
the choice of technology in Africa is likely to be capital-constrained for consider
able time to come, and that (in conditions of capital scarcity and relative labour
abundance) any extensive choice of capital-intensive techniques would have ve~
untoward consequences for employment.

The arguments of this section suggest a need for modification of technology
choice in the modern sector which would generally lower capital-labour and outp~t~

labour ratios. If such modification were possible, it could - particularly if it
were accompanied by a rise in the relevant ratios in the traditional sector - result
in a smaller disparity in incomes than that which now exists. In keepting with the
objectives of the present chapter, the important question consequently is: to what
extent is modification possible by means of improved selection from among existing
technology? It will help answer this question if attention is first given to some
basic economic theory.

(2) The Choice of Technology and Factor Price Variations

In neo-classical economic theory, variations in capital-labour ratios are the
standard consequences of changes in factor prices. Assuming that capital and
labour are ~ach homogeneous, optimal production choice would substitute labour for
capital if the relative price of labour were to fall. From this it follows that
if a given (planned) output (represented by isoquant XX in Figure 1) of a particular
commodity were to be produced in two different lccations with different factor price
relatives, then the capital-labour ratio (given by the slope of OA) in the location
where labour is relatively expensive would be greater than the capital-labour ratio
(given by the slope of OB) in the location where labour is relatively cheap. In
profit-maximizing equilibrium in a two-factor model the ratio of marginal products
of the two factors is equal to the factor price ratio, so that P and Q in figure 1
represent the respective equilibrium positions for the .two prcduction locations,
since CL and C'L' represent the capital-labour price ratios in the respective
locations.

Given complete factcr mobility, the position depicted in figure 1 could not
persist. Capital and labour would both move in search cf higher return until
(ignoring transport costs) relative factor prices were the same in both locations
and production was characterized by a common capital-labour ratio. In fact there
are many barriers to factor movement (particularly labour mobility). Different
capital-labour ratios could therefore reasonably be expected in different locations,
with the gap being greatest between the relatively most cap i tal- and the relatively
most labour-rich countries respectively. In keeping with this expectation, low-
"age countries would use labour-intensive and high wage countries capital-intensive
methods of production. In practice, however, the expected wide spread of capital
labour ratios in any given industry is not generally observed as between developed
~nd developing countries. ~ven in the latter the casual observer is impressed by the
generally oap.i tal-intensive nature of plant and machinery so that it seems that efforts
arE: n.ad e to save labour in labour-rich courrt r-i es ,
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This contrast between expectation and reality is paradoxical since it creates
a presumption that profits and employment are lower than they should be. Moreover,
the inefficiency resulting from inappropriate technology need not be confined to
the industry or sector in which such technology is used. In particular, the use
of inefficient techniques in industry can result in non-opcimum production in both
industry and agriculture.

Figure 1 is a useful caricature which portrays the investment decision as
comprising a fusion of independent economic and engineering elements. Not sur
prisingly,therefore,the paradoxical contrast between theory and practice has been
given both technological and economic explanations. In extreme form, the technologi
cal explanation invokes completely rigid technology, in the face of which differences
in relative factor prices would be irrelevant. If this explanation were valid, the
production isoquant Xx in Figure I would be replaced by the isoquant. xl PX I • The
economic explantion is basically that factor prices are undully distorted in deve
loping countries. Among the reasons adduced in· support of this argument are over
Talued exchange rates, generous invest~ent allowances and other policy measures
which artificially reduce the price of capital, and minimum wage laws and pressures
resulting from the establishment and growth of labour unions. Explanations of the
paradox are considered more fully below.
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(3) The Choice of Technology in Practice

The logical link between the brief theoretical discussion of the previous
section and the present section would be a convincing empirioal demonstration ~hat

the technolcgies now used in developing Afrioa do not accord well with African
faotor endowments, and that/in particular, existing industrial prooesses are re
latively more capital-intensive than they might reasonably be expected to be. As
has already been suggested, however, the impressionistic evidence on this is very
strong, so that rigorous demonstration may be redundant. Nevertheless, allusion
can be made to at least one formal study of oapital-labour ratios in manufacturing
industry in developed and developing countries which found that capital intensity
is significantly higher in the latter than in the former oountries when allowance
is made for differences in levels of development (measured by income per head) and
market size (measured by population)•. 21

Granted that manufacturing industry uses techniques which, on the face of it,
are more capital-intensive than a well-trained eccnomist would expect, and given
that economically preferable techniques might save on capital, use more labour and
be more profitable than those actually used, the intriguing question is why the
relatively capital-intensive techniques are chosen. Three broad answers are relevant
here. The first is that technological rigidity is a fact of industrial life, so
that no choice is possible; the second that wrong-headed macro-economic policy
distorts the market signals as decision-takers perceive them; and the third that
there are other, possibly extra-economic elements involved in the explanation. It
is convenient to consider eaoh of these answers in turn, and to recognize that the
first answer is different, logically, and in its policy implications, from the second
and third. To anticipate, it is important to establish that there is sufficient
technological fleXibility to make consideration of choice sensible.

(a) Technological ri,gidity

Given that factor proportions differ widely among industries, it is impossible
to advance technological rigidity as a complete explanation of the choice of in
appropriate technology. Even if factor proportions were fixed within eaoh industry
one would. still expect developing countries to concentrate lion those activi t.ies or
manufacturing subseotors which call for muoh labour and little capital"•. W If
they did, there is a presumption that their capital-labour ratios would be lower
relative to those of the developed countries than they now are.

Sakong, "Level of "economic development and Capital
Review of Economics and Statistics, vol. LIII, No.2,

21 See R. Hal Mason and II
1abour rat i os in manufacturing",
pp.176-178.

lQ/ R. hal Mason, The "Transfer of Technology and the Factor Proportions
Problems: The Philippines and Mexico, UNITAR Research Reports, No.lO, New York,
p.15·

197? •



- 75 -

Moreover, there is irresistible evidence that, within scme industries at
least, considerable choice among technically efficient alternatives is possible.
Thus, one recent study required a meticulous examination of sugar and footwear
technologies. l!! This produced a conviction that the scope for choice is very
great, so that technological determinism (of the kind potrayed by the isoquant
Xl PXl, in'Figures 1 above) can be ruled out for these industries. Recognizing the
dangers of generalization, it is still worth dwellingouthe findings of the sugar
and footwear study since these are likely to be representative of a wider range of
light industries at least.

In sugar there are three basic systems of production: (i) the vacuum pan
or 'modern' process, (ii) the Khandsari type open-pan sulphitation process, and
(iii) the Jaggery/vacuum pan process. Within each system there are sub-processes,
and variants are available within each sub-process. In footwear manufacturing
(except fbrrubber boots and injection-moulded shoes) there is basically one system,
but still much scope for choic~ since there is a large number of alternative
operations. The scope for choice can be illustrated by consideration of the vacuum
pan sugar process, in which there are at least twelve distinct sub-processes. At
the plant, these are: cane handling, milling etc, clarifying, filtering, evaporat
ing and boiling, crystallizing, centrifuging, drying, weighing and bagging, storing,
general materials handling, and generating and transmitting power and steam. In
table 2 these sub-processes are numbered seriatim and the minimum number of ways
in which each sub-process can be organized is shown. On the assumption that the
variants of each sub-process are independent of one another, the significance of
table 2 is that there are 311,040 different ways in which vacuum pan sugar can be
producedl It is, of course, not permissible to assume complete independence among
all the production variants. The choice of crushing mill, for example, may affect
the output of bagasse (fibrous cane waste). Since this is used as a boiler fuel,
the choice of crusher may influence the specification of boiler. Again, the
choice of olarification technique will af·fect the quantity and character of
impurities separated from the treated cane juioe, and thus influenoe the choice
of filtration equipment. Such considerations could, however, rule out eighty per
cent of the independently-determined ways of making sugar and still leave over
60,000 alternatives. Some of these residual alternatives could, in certain circum
stances, be technically inefficient. The general point, however, surely remains.
Even if it were possible only to consider two variants for each sub-process there
would still be 4,096 combinations.

Table 2: Sub-processes and Their Variants in Vacuum Pan Sugar Production

Sub-processes

No.

of variants

1

4

2

6
l ~ .2
2 3 2

6

1

I 8

5 3

2. 10

6 2

11

2

12

3

ll! The study co~prised an investigation of the choice of techniques in the
footwear and sugar industries in Ethiopia and Ghana. This investigation was conduct
ed by the David Livingstone Institute of Overseas Development Stud\es, Un~versity

of Strathclyde and generously financed by the United Kingdom Overseas Development
Administration.
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The dismisal of technological determinism can be further supported. In the
world as a whole, the gap between 'best' and 'worst' practice techniques (and
consequently between highest and lowest capital-labour ratios) in the sugar, foot
wear and other industries is considerable; plant managers tend to be gradualist
in the modernization of their factories; and machine manufacturers do not normally
confine themselves to a single set of machines - thus 'manual', semi-automatic,
automatic and continuous centrifugal sugar machines are currently available, and
in use.

(b) .Macro-eoonomic policy

If technology is generally flexible and the opportunity costs of capital and
labour differ significantly between developed and developing countries, then the
absence of commensurate differences in production techniques can be explained by
deviations in thedeveloping countries of actual factor prices from their true
opportunity cost and/or by a fai lure on the part of decision-takers to give full
weight to prices in the factor markets. That actual factor prices deviate from their
true opportunity cost is beyond question. Nor is it difficult to make a qualitative
list of measures and practices which 'artificially' cheapen the price of capital
and increase labour costs. Given this, if it could be established that decision
takers were sensitive to variations in factor prices, strong prima facie support
would be obtained for the view that factor price distortions were the major influence
in inappropriate technology choice.

In this regard, although the concern should strictly be with substitutability
among all inputs,it is convenient and defensible to focus cn the extent to which
capital is substituted for labour as wages vary relative to capital costs. One,
widely·used and relevant measure is the elasticity of substitution of capital for
labour which relates the proportional change in the capital-labour ratio to the
proportional change in factor prices (wages and the cost of oapital) and consequently
the sensitivity of technology choice (as crudely represented by the capital-labour
ratio) to variations in relative factor costs. Thus, with an elasticity of 0.5, a
decline of 10 per cent in the ratio of the wage and interest r~tes would bring about
a corresponding fall of 5 per cent in the capital-labour ratio, with a consequent
implication that the level of employment associated with any given output would rise,
but by less than 5 per cent. If the elasticity were zero, then variations in relative
factor prices would have no effect on the capital-labour ratio, and the choice of
technology would be impervious to changes in relative factor costs. lSI

lSI The calculation and interpretation of the elasticity are more complex
than might appear from the above discussion. Among the complications, mention ohould
be ~ade of the restrictive assumptions on which the calculations are norrr-ally made,
and of the difficulties in measuring the costs of capital and labour.
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Table " Elasticity of Capital-Labour Substitution in Developing Countries

Author

Reynolds and Gregory
Frikkson

Larr i.sand 11odaro

Katz
Danie Is

v,illiamson
Brut0n

Cuuntries or Territories

Puerto Rico
Argentina, Brazil, Colombia,

Costa Ricd and Mexico
Kenya
Argentina
Argentina, Chile, El Salvador,

Korea,(sic) Paraguay, Peru,
Portugal ar.. .L Spain

Philippines
Mexico

Elastici ty

1.0

0·7
0.8

0.45-2.02 (8/14)~

0.38-1.80 (12/17),eI
0.34-1.82 EJ (9/12')~/
0.6,-1.33 (27/48) 3l

Sources: C. St. J. O'Herlihy, "Capital/labour substitution and the developing
countries: ,A problem of measurement", Bulletin of the Oxford Vniversity Institute
of Economics and Statistics,vol.34, No.3, August 1972; H.J. Bruton, The Elasticity
of Substitution in Developing Countries, Research Memorandum No.45, Center for
Development Economics, Williams College, Mass., USA, April 1972.

~ Indicates the range of elasticities and, in brackets, shows the proportion
in the total number of estimates where the figure was greater than 0.8•

s/ Excludes 'two negative findings.

A number of attempts have been made to estimate the elasticity of capital-labour
substitution in developing countries, and results from seven studies are presented
in table 3. These studies vary in methodology and country and industry coverage.
They also differ in the time at which they were undertaken and to which they refer
and use both cross-section and time series data. Their differences notwithstanding,
findings from such studies have been influential. In particular, they have been used
to sustain the conclusion that "factor substitutability is alive and well in develup
ing countries". ill They also clearly, if implicitly, oonfirm the view that where
there is much to be done in pursuit of employment (and broader development objectives),
and where the governmentls limited resources should be conc~ntrated on strategic
action, then the maxim should be: "get the economic policy right and aim heavy
ammunit i on at the development of the rural areas and small t owns " • .!4/ Nei ther the
conclusion nor the maxim suggests that getting "the economic policy right" would be
simple. They do, however, hold out the promise that if they are taken seriously
much else could automatically follow.

The results listed in table 3 certainly suggest a lively sensitivity to factor
price variativns on the part of decision-tak€rs. They could cnnsequently give str,'Dg
comfort to those who think that deviations between actual and 'true' factor costs ~rc

ill Bruton, 01hCit., plt17 •

.!4/ H.J .. Br'utvn, Lconomic DevelopmEnt and Labour Use, (Papel' prts'~nted cit
a Ford Foundation ~)eminar on the Imployment Process, f30go-tc>"~ February i : 7~), p.74.



the main cause cf the disappcintingly poor proportionate rate of grcwth of the
industrial labour force in developing countries. In this regard, some indirect
support for the findings can be discerned in the work of an ILO mission to Kenya.
Thus, a case study of the sealing and packaging of ,cans compared semi-autcmated
and automated methods in a single factory; found unit and labour costs to be much
higher in both processes for the relatively labour-intensive than for the relatively
capital-intensive techniques; and concluded that "the use of capital-intensive
techniques by the entrepreneur was a rational choice in terms of existing market
prices for factors". The mission also reported an impression that some large firms,
as a result of due consideration of relative factor prices, used more labour-inten
sive techniques than did others. l2/

It is worth recording that arguments identifying wrong-headed macro-economic
policy as the main cause of the employment problem need not necessarily be supported
by formal calculations of elasticities of substitution. Thus, Professor Sir Arthur
Lewis asserts that the "overvaluation of foreign exchange rates seems •••• to be a
sufficient explanation cf most of the Latin American cases ;-of unemployment 7 if
one adds to it the inappropriate relative prices of labcur,-land and capital". lQ/
More generally, he thinks that "the only macro-economic argument which explains the
existence of unemployment is inappropriate price relations" and that this whole
subject "presents the ILO not with an opportunity for research but with an awful
warning. If it is now about to go around the world advising countries on how to
reduce their unemployment, it may easily waste its time •••• if it first fails to
check the simple macro-economic possibility that •• the countries have priced them
selves out of the world's markets". ill

Moreover, strong stress on macro-economic policy sometimes oocurs as a residual
consequence of eliminating other possible explanations. Thus, it is often suggested
that multinational corporations operating in developing countries both are themselves
guilty of using inappropriate technology and, because they are emulated, cause
indigenous firms to do likewise. In so far as multinational corporations do use
more capital-intensive technologies than developing country factor endowments would
justify, they may still be acting rationally from their own point of view. This is
not merely because they would have the general excuse of factor price distortions,
but additionally because, given their access to international factor markets, their
relative factor prices may be even more conducive to capital-intensive technology
than those which prevail in the poorer countries in which they operate.

Professor R. Hal Mason has recently sought to gauge the extent to which the
multinational corporation complicates the factor proportions problem in the develop
ing countries. ~ Com?~ring nine paired (United states-based and local) firms in

]j} Bmplo !Lent
Employment in Kenya

Incomes and E uality: A Strate for Increasin
Ceneva, ILO,1972 pp.133-150 and 371-379.

Productive

lQ/ W. Arthur Lewis "The causes of unemployment in Less developed countries
and some research topios", International Labour Review, vol.lOl, No.5, May 1970,
p.548.

ll! Ibic. , pp·549-550•

l§/ Mason, op.cit., particularly pp.18-39.

1-----------------------
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the Philippines and five paired firms in Mexico, 121 he concludes thnt although the
United States-bnsed firms were differently organized from their local compet1tors,
the outcome of their oper2tions were not vastly different. In particul2r, while
recording th2t the United states-based firms have gener~lly h1gher cup1tal-l~bour
r~tios fQ/ than the domestic firms, Professor Mnson notes th~t.the wQge rates pn1d
by United states firms are also higher, so that f~ctor proport1ons do.not d1ffer
greatly when these are measured by the r~tio of the wages b1ll to c~p1t2l serV1ce
costs. He ~lso reports little evidence of dogged emulat10n of the1r Un1ted St~tes
bnsed rivals by the domestic firms. Since Professor Mason h~s llttle p~t1enc~ Wlth
the explan~tory power of technologic~l rigidity, his impression th~t the mult1
national corpor~tions are less of ~ distorting element than 1S often thought leads
him to the conclusion that, while his analysis can only be considered suggest1ve,
"it does point to the policies of the developing countries. In their h as t e to
industrialize, conserve foreign exchange and hasten the transfer of technology they
have adopted policies which induce the transfer of capital-intens1ve techn1ques and
the establishment of capital-intensive industries". W

(c) Boyond macro-economic policy

The attractions of the macro-economic explanation of the employment problem
are considerable. In particular, it is pleasing to the economist's ego, confirming
as it seems to do - his insight into the importance of the allocative function of
the price mechanism. Moreover, it suggests a line of policy action which, if nct
absolutely simple, is much less difficult than that which might be associated with
an alternative diagnosis of the employment problem. Precisely because it is thus
beguiling, a prudent question is: what if macro-economic policy (i.e. the correction
of factor price distcrtions) is not enough? It is ccnsequently important at least
to consider the possibility that relative price distcrtions are at best a partial
explanation of the factor proportions problem in the developing countries.

In this regard, it oan again be noted that the assumptions on which the calcula
tions of the elasticities of factor substitution are based are extremely restrictive.
They include profit maximization and competitive factor and product markets; and
the methods used in the calculations tend to gloss over the fact that different
vintages of technology - and consequently different ranges of choice - are, impro
perly, included in the comparisons made. Moreover, the actual data used inthe
calculations are often weak. It follows from this that the empirical underpinnings
for the view that decision-takers are sensitive to variations in factor prices are
themselves vulnerable on methodological and statistical grounds. £S!

l2! IndustrieS studied were; food products, paper products, light machinery
heavy machinery, transport equipment, wood products, chemcial products, electrical
equipment, and foundry products.

~ Especially when capital is taken as buildings plus equipment rather
than equipment alone.

£l! Mason, op.cit.,

£S! For a more developed methodological attaok on calculations purporting to
measure factor substitution, see O'Herlihy, op.cit.
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Moreover, leaving the question of suspect assumptions and data aside, some
simple, but not altogether unrealistic, thoughts about the elasticity of substitution
suggest that the factor price distcrtion argument is net entirely convincing. If it
were assumed that the interest rate in Ethiopia and the United Kingdom Was 10 per cent
(and that this was an apprcpriate measure of the cost of capital in both countries),
and if it were accepted, realistically enough, that actual average industrial earn
ings per man in the United Kingdom were 15 times what they are in Ethiopia, then in
the production of a given volume of a given good with given characteristics, one
wculd expect - if the elasticity of substitution were unity - that the size cf the
Ethicpian labour force relative to the amount cf capital employed would be apprcxi
mately 15 times that of the United Kingdom labcur force relative to the capital with
which it was equipped. The fact that such a wide range of variations between Ethicpian
and United Kingdom capital-labour ratios is not observable indicates that capital in
Bthiopia must be inordinately cheap, or alternatively that there is more to technology
choice than relative factor prices.

In the latter regard, reference may usefully be made to two recent studies. ~
These studies differ in methcdology, industry and country coverage. Nor are their
respective conclusions in complete agreement. Nevertheless the studies share scept
icism concerning the adequacy of factor price distortions as an explanation of in
appropriate technology and the related failure of the industrial labour force to grow
as rapidly as expected.

The first set of results relates to Indonesia. In four industries - oigarette
making, soft drink bottling, bicyole and pedi-cab manufacture and the making of flash
light batteries - a three-fold classification of technclcgy was possible; capital
intensive, intermediate and labour-intensive. Each of these techniques was in use in
each of the industries at the time of the investigation. Employment associated with
the respective techniques varied very considerably, as can be seen from table 4, which
ccrrelates employment ratios with technclogy on the assumption that total output in
each of the three industries ccvered by the table is successively produced by each
of three technologies. It is worth noting that although the really spectacular in
oreases in employment result from the move from either capital-intensive or inter
mediate to labour-intensive technologies, the employment differences between the
capital-intensive and the intermediate are also relatively large, ranging from 200
to 300 per cent.

~221e 4: Employment Ratios and Technology in Selected Indonesian Industries

Capital-intensive
Intermediate
Labour-intensive

Cigarettes

1.0
2.0

13.33

Soft drink
bottling

1.0
2·50

23.0

Flash light
batteries

1.0
3.0

12.0

~ In order of presentation, the relevant studies are: Louis To I'ells, Jr.,
~oonomic ~~n and 8n~ineering I~: Choice of Technolo~ in a Low Wa~e Country, Baok
ground Paper, Ford Foundation Seminar on Technology and Employment, New Delhi,
ihI'ch 21-24, 1973; and the University of Strathc1yde study merrti c-r.ed earlier (fcot
no t s 11)0
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Given these variations, the choice of technology has great importance. In fact,
there WaS come evidence to suggest that this choice was influenced by the facter
prices whi.ch faced the various firms. Thus foreign firms I which have accesc to
cheGper capital and pay higher wages than their domestic counterparts, figured dis
proportionately in those using 'sophisticated' teclmiques; domestic firms, which
could borrow at 12 per cent under a medium term investment credit programme, general
ly chose mere capital-intensive techniques than others, which had to borrow at 24-36
per oont; and state enterprises, which might be persuaded to have access to capital
on relatively favourable terms, also tended to be capital-intensive. This loose
correlation between possibly quite large differences in factor prices and the choice
of technology is, however, hardly conclusive.

In this regard, an effort was made to measure eccnomic raticnality by calculat
ing the "incremental investment made per worker saved in one level of technology
compared to the next lower level". As between the labour-intensive and the inter
mediate, appropriate calculation was possible for cigarette making and soft drink
bottling, with the result that the intermediate technology was preferable for
oigarettes, the labour-intensive for bottling at the domestic cost of capital and
the intermediate at the foreign cost. As between the intermediate and capital
intensive, calculation was possible for cigarettes, plastic sandals, flash light
batteries, woven bags and soft drink bottling. This showed that the average invest
ment per worker saved was $US 6,986 (the range was from $US 2,000 to $US 21,500) and
the associated annual capit&l costs were $US 1,250, ccnsiderably more than the aver
age annual wage. Thus, "in spite of the fact that the c&pital-intensive technology
generally far exceeded any possible wage savings, such investments, were frequent, and
were being contemplated by many firms using less automated techniques", so that ;'these
decisions did not make sense from the point of view of an 'economic man' '"ho wants
to minimize cos t.s" • .W

In the Indonesian study, other possible economic justifications for capital
intensive techniques - the costs of development, quaIity consLderc.t i ons , and the
possibility that less 'sophisticated' technologies might waste raw materials - were
canvassed, and the suggestion made that a firm's ability to pursue engineering object
ives will be ccnstrained by the degree of price competition it faces. The principal
finding was still, howeve r-, that "the businessman probably does not behave solely as
an 'economic man'. Economics puts a constraint on his behaviour, but he may also have
a rival objective function, which could be described as that of an 'engineering rren'.
Policies to encourage the use of intermediate technology must take into account this
rival objective function, whi ch appears to influence the de-s i.gn of plants in less
developed countries;'. ?jJ

The final set of results relates tG information obtained in the course of a
systematic and extensive investigation into the choice of techniques in the footwear
industry in Ethiopia and Ghana. This inquiry required the identification of as wide
and as dense a range of alternative techniques of producing footwear as pessible, and
the costing of alternatives in Ethiopian and Ghanaian conditions. From this work it
was possible to design three 'synthetic' shoe factories representing three different
levels of technology. 'Synthetic' techniques have no direct counterpart in re~lity.

~ Wells, opocit., p. 10.

£2/ ibid., p. 3.



- 82 -

They are, however, teohnologioally feasible combinations of existing sub-processes
or operations. Discounted cash-flow techniques were used to appraise the alternative
technologies, and a 'skeletal' cost-benefit analysis applied by 'adjusting' the
exchange rate, using shadow wage rates, and eliminating transfer payments.

It was assumed that ,the three factories wculd each produce 300,000 pairs cf
shoes per annum; that they would be efficiently run and produce men's shoes cf ident
ical quality; that they would operate a one-shift system and that, in Ethiopia, local
ly-produoed leather would be used, but that, in Ghana, it wo u'ld be imported. Imported
synthetic sole units were thought necessary in both countries. The period of appraisal
was taken as 25 years.

It is convenient to designate the factories A, B and C respectively. Their
salient features are that,

(i) Factcry A invclves cutting the upper leather for shaping on power presses,
maohine lasting and othor maohine operations sueh as would be found in a
'modern' factory in a developed oountry;

(ii) Factory:B provides for hand cutting of upper leather and machine-aided
hand lasting of the shoes; and

(iii) Factory C involves hand cutting of uppers, hand lasting and a manamum of
other machine operations consistent with the production of footwear of
comparable quality to that produced in the other two factories.

The capital-labour ratios (USing the crude measure of fixed capital per emplcyee)
for each of the three factories as they would operate in Ethiopia and Ghana are given
in table 5; the private and sooial returns in table 6. It is evident that Factory A
is the most oapital-intensive and Factory C the most labour-intensive of the three,
and that on all oriteria Faotory C would be preferred.

Table ~, Capital-Labour Ratios in Three Shoe FaGtories in Ethiopia and Ghana

Ghana
(new Cedi)

4,960
1,870
1,420

Ethiopia
(Ethiopian dollars)

7,450
3,670
2,620

Fixed capital per emp l"'o"'y..::e"'e'-'i"'n:.:''- -'''====::-===''-'--''=c::...=='-'-__
Factory A
Factory B
l<'ectory C

The most profitable shoe factory would also use less capital and employ more
labour than the relevant alternatives in Ethiopia and Ghana. Thus the inHial fixed
oapi tal investment in Faotories A, B and C respectively would be Nl693, 000, N¢ 350,000
andN¢ 276,000 in Ghana, and $Eth 1,043,000, $Eth 686,000 and $Eth 512,000 in Ethiopia.
The choice of Factory C rather than Faotory A would increase total and unskilled
lahour employment by 28 and 37 per oent respectively in both countries.

I
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Table 6: Prjvate and Social Returns from Alternative Shoe Technclogies in Ethiopia
and Ghana

Country and facto~r

Private profitability
Net present Internal rate
val ue of return

( 000) (per cent)

Social cost-benefit
Net present Internal rate
value of return

( 000) (per cent)

Ethiopia

Factory A
Factory B
Factory C

Ghana

Factory A
Factcry B
Factory C

$Eth 1,535.8 19.6 $Eth 6,873.5 55·9
$Eth 1,754.6 23.1 $Eth 7,155.7 74.9
$Eth 1,783.8 2403 $Eth 7,252. ° 81.7

N¢ 912.8 19.9 N¢ 2,615.8 j403

N¢ 1,075.1 24·4 N¢ 2,802. a 43.9
N¢ 1,113.5 27·1 N¢ 3,033.5 51.5

The research findings discussed above suggest that in present consideration of
the employment problem there is a danger, not that insufficient attention will be
paid to factor price distorticns, but that too much faith will be placed in macro
economic policy designed to eliminate them. Given this, it is apprcpriate to seek
to sketch out an alternative view of the decision-taking process in developing coun
tries tc that which underlies the 'factor-price distortion' view, It is convenient
to do this largely on the basis of the footwear inquiry, although it is impcrtant to
recognize that the related results presented abcve are partial and net ccnclusive.
Against this, the methodology used in the shce study more 'early matches the speci
fication of the requirements for full information listed abcve than the methcdology
underlying the other studies considered in this chapter.

The theoretical intrcduction to this paper created a presumption that private
or public decision-makers would, when choosing among alternative ways of producing
a given volume of a given good,select the least-cost combination of factor inputs
in the interests of economic viability. In the light of limited factor mobility
between developed and developing countries, the same theory created the further
presumption that production in the fcrmer countries would be characterized by relat
ively capital-intensive techniques, while production in the latter countries would
be marked by relatively labour-intensive processes. All of this is admittedly based
on restrictive assumptions, which include profit-maximizing behaviour; unlimited
supplies of two (and only two) homogeneous factors of prcduction; continuous possi
bilities for factor substitution in production; and effectively functioning factor
price markets in each production location.

The nalve model is nevertheless useful, In particular, it implicitly recognizes
the importance of individual projects, and ccnsequently individual project appraisal,
in econcmic developmenti sees the design of such projects, as has already been pointed
cut, as requiring a fusion of economic and engineering elements; and suggests, real
istically enough, that the investment decision at any point in time will be founded
on what is then known of technological options and economic costs. Seen in this light,
the naive model leads naturally to more scphisticated appraisal procedures - suoh as
those of DCF analysis - which assume that decision-takers should be marginalists and
that the investment decision should comprise the determination of a project life span
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c\nd 2Jl attempt to ma-nmlze the d i sc.vun'ted present value of net returns over the life
time of the project. Such project appraisal procedures are more realistic than the
theory in their necessary recugnition of the full complexity of produoticn, and in
their exulicit introduction of time into the deoision-taking processo They are akin
to theory in suggesting a cunscientious search amung alternative techniques, and in
further suggesting that this s hou.Ld be undertaken on the basis of eccnormo data avail
able at the time of decision. ~

The research on the choice of teohniques in footwear reperted ab(ve has three
significant features. It (a) suggests that footwear production tends to be muoh more
capital-intensive than would be expected in Ethiopian and Ghanaian conditions; (b)
establishes that there is considerable scope for choice of techniques; and (e)
demonstrates that, in foc,twear production in Ethiopia and Ghana, labour-intensive as
compared to capital-intensive processes would economize in the use of capital, yield
higher net present valup.s fur given projects and provide more employment. The ~on

juncLlon of (a) and (c) gives rise to a paradox and a related challenge; and (b)
makes it clear that limited availability of alternative technologies cannot be advanoed
in explanation of the paradox. Nor, indeed, can too much be made of the obvious
alternative explanation - distorted factor prices. On the cne hand, the foctwear
comparisons yield features (a), (b) and (c) on both private and social criteria; on
the other, Ethiopian and Ghanaian exchange rates are arguably over-valued and invest
ment allowances arguably over-generous. Thus bad decisions could evidently be improved
upon even when appraisal is based on distorted market prices.

Liscounted cash flow techniques, and the consequent possibility of ohoosing on
the basis of net present values, are distinctly more pleasing to economists than
alternative, more hemely rules (such as the payback period) for prcject decision.
Moreover, as part of the spread of mathematical and other logical aids to decision
taking, DCF techniques are being increasingly adopted. Ccnsequently, in its strongest
~nd most challenging form, the puzzle which has to be resolved - as a prelude to
policy action - is why, given this technological flexibility and demonstrated scope
for improvement even in the face of factor price distortions, appraisal of developing
ccuntry projeots does not produce more rational results than those ncw obtained.

As just forMulated, the puzzle is extremely important. Its resolutiun bears
centrally on the important and related questions of eoonomic efficiency, empLoymen-t
and income dd s-t r-t butd on , There is, cf ccur-s e , no a priori r-eaacn to e~~pect that a
marked imprcvement in project appraisal "'culd result in efficient and full employment
of all r-euour-cee , TC' ape cul.ate no further, the underlying demographic pressures on
the labour supply might be too strong tu be contained in this way. At the micrc-
level, however, the preswnption is that a more rational chc i ce of techniqu.es would
take much cf the sting out cf the conflict that many now see existing between growth
and employment objectives; ~ld to paraphrase Adam Smith, what is prudent in the
behaviour of a single firm can scaroely be folly in the management of an entire economy.

~ The procedures underlying the second section of the present paper are still
mere naive than they need be. In particular, they make no allowanoe for product and
factor price changes through time; ignore externalities; and take nc account of risk
and uncertainty. They also ignore questions of soale (which can arise in important
but complex ways). 1he final report on the research which underlies the present ~is

cussion will be SUbstantially more realistic in these respects. It wil: also .ontain
a much larger number of comparisons of alternative techniques.
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Thus, it is important to ask why decision-tw:ers have hitherto been imprudent.
Many answers could be given to this question, including, as has been seen, a deni~l

of imprudence. Here, however, it is suggested that the explanation of imprudent
decisions lies in the undue influence of the engineer and in the conceit of the
economist. Less provocatively put, the investmen~ decision, as it is widely made,
is an engineering one subject to a broad economic constrainto A decision is taken,
for example, to establish a plant of some given productive capacity in a developing
country. Engineers trained according to developed country curricula are asked to
design a plant. They produce blueprints for a limited number of alternatives, each
of which is a variant on current 'best-practice' technique. The alternatives are
submitted tc economic (perhaps DCF) sorutiny, the mcst attractive chosen, and another
capital-intensive, technologically inappropriate plant is established.

Two points require further explanation: the logic of engineering choioe, and
the failure of economists more decisively to influenoe the investment decision. In
the present context the basic trouble with engineers is that they are professionally
driven by what Schumpeter cnee called "the half-artistic joy in technically perfect
ing the productive apparatus".?.y Give an engineer a machine and. his instinct is
to improve it; give him a plant and his instinct is to autorrate it. From his point
of view this is perfectly understandable, even laudable. The engineer's interest is
in technical efficienoy - in extracting the rnaxi.mum amourrt of glucase f r c-m a given
input of sugar cane] and from this standpoint machines are often more reliable than
men.

Engineers live and work, of course, in a social context. Their social environ
ment is, however, that of the developed country; and a standing injunction of this
environment - save labour - accords well with the professional instinct of the engineer.
The corresponding need of the developing country, however, is to save capi ta,l, At
first sight, this accords less well with the engineer's instinct, although properly
understood it could represent an exciting challenge tL the engineer's professional
oompetence. This qualification notwithstanding, it must be assumed for the present
that professional instinct and training and sccial circumstance combine to give the
engineer a strong taste for the equipment-intensive rnod.e of production. The puzzle
is why, in developing country conditions, the economist is so apparently willing to
give the engineer his head.

The econcmist's indulgence of the engineer cannot be explained by any fGilure to
appreciate the importance of the engineering element in production. After all, figure
1 is part of the standard diet of the apprentice economist, so that he becomes aware
of engineering influence early in his career. Figure 1 does more, however, than
record the fao+' that there are both engineering and eoonomic elements in the theury
of production. It asserts that the economic is the predominant influence, The engineer
may design as many 'plants in the air' (production isoquants) as he likes; the level
of output and the teohnique used to produce it are determined by faotor supplies Wid
factor prices. It is the conceit of the eccnomist that he continues to believe in all
circumstances, and as Schumpeter put it almost 70 years ago, that "actually, in pract
ical life we observe that the technical element must submit when it collides ~ith the
e conorrri c", ?!l/

W
Capi_tal,
p , 13.

W

J.S. Schumpeter, The Theory of Economic Development; An Inquiry Inte Profits,
Credit_Interest, and the Business Cycle (Cambridge, Mass., HarH3,r,llT.P., 1955'),

Ibid,
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This conceit of Schumpoter's and a fortiori of his successors is worth dwelling
on because it implies a view which is a distorted reflection of what actually happens
when projects are appraised in developing countries. As Schumpeter saW it (and as
ccntemporary eccnomists at least implicitly see it), "every method of production in
use at a given time bows to economic appropriateness. These methods oonsist cf ideas
not only of economio but also of physioal content. The latter have their problems
and a logic cf their own, and consistently to think these thrcugh - first of all
without considering the economic, and finally decisive factor - is the purport of
technology". Attention to the internal logic of technology is to be encouraged "for
then ••••• measures will be worked out ready for the time when they become advantage
ous. And it is also useful to be ccnstantly putting the ideal beside the actual so
that the possibilities are passed by, not out of ignorance but on well-considered
economic grounds".?2./ j,That the aoncei t of the economist has obscured is the fact
that the technical ideal has so rapidly become the actual in developing countries
that alternative possibilities have been passed by, if not out of ignorance then out
of sloth and in the face of well-considered economic grounds for attending to them.

The conceit of the economist does not end with the belief that the engineer is
properly under control. It runs additionally to a stubborn faith in the soundness
of his theoretical insights. To repeat, the main message of figure 1 is that the
choice of techniques is determined by relative factor prices. If the choice seems
inappropriate, it does not naturally occur to the economist to .suspect the engineer.
It does occur instinctively to him to suspect someone (Governments and trade unions
are the favoured culprits) of tampering with factor prices. Armed with this suspicicn,
the eccnomist is apt,as has been seen, to go charging off in an attempt to establish
that the elasticity of substitution cf labour for capital is high in developing coun
tries. The consequence has been biased (i.e. unjustifiably high) estimates of the
relevant elasticity, and cheerful policy presoription to hold down wages and make
capital more expensive in a situaticn in whioh there is little hard evidence that
decision-takers attend that closely tc relative factor prices.

A more sober view cf how matters now stand is depicted in figure 2, which com
prises two production isoquants (XPQRX and XPX' )and three price lines (eL, e'LI and
C"L"). The iscquant XPX'reflects limited engineering vision applied to the design
of a new plant; XPQRX the spectrum of feasible techniques that would be uncovered by
a ,rider search. The price line CL introduces a new element. Many plants are estab...,·
lished in developing countries as a developed country 'turn-key' operation. In such
instances casual empiricism is often employed to 'determine' developing country factor
prices. It is convenient to let CL represent the results of this procedure. The
lines C'L' and C"L" represent respectively the distorted market and the social view
of relative factor scarcities in a developing country. (See page 87).

(4) Some Policy Consideraticns

In view of the extent to which undue reliance on macro-economic policy has been
under fire in this chapter, it is appropriate that the first policy comment should
make clear that complete disregard of factor price distortions is not being recom
mended. Hhere these exist, it is important that they should be corrected if sccially
optirr.al decisions are to be taken.

?2./ Ibid.
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Such corrections can, however, be placed in perspective if thoy arc soen as pQrt
of a more general attempt to improve the quality of project appraisal in developing
African oountries. In this context, the use of 'shadow' prices is consistent with a
much wider and more critical scrutiny of alternative technologies than has typically
taken place in the past. Improvement in both directions is needed, and - as project
appraisal procedures are normally set out - the extensive and searching examination
of technologies is logically prior to the application of socially optimal prices.

Increased sensitivity among government decision-takers to the importance of
considering as wide a range of alternatives as possible, and increased appreciation
of the value of using shadow prices, are things that can and ought to be encouraged
immediately. It should not, however, be thought that general, if valuable, injunc
tions of this sort - even if they are heeded - will necessarily lead to precise
policies which will significantly contribute to the resolution of the employment
problem in African countries. Sympathetic and informed attitudes on the part of the
relevant persons are important. They are not, however, of themselves enough; and
what is most lacking is detailed knowledge of the charaoter and consequences of
present decision-taking with respect to the industrial sector.

This observation leads naturally to a standard policy conclusion that the
academically-minded welcome, and the practically-oriented administrator vi ows with
impatience - viz. that there is a pressing need for more research. It w0uld be
unfortunate, however, if the suggestion that more research is needed is seen merely
as a matter of debate between the curious and the impatient. Both by what it has
included and by what it has omitted, the present chapter implicitly spscifies a set
of research questicns, the answers to which should be of the greatest pelicy import.
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Chapter VI DEVELOPMENT AND DEVELOPMENT INDICATORS
Much of the recent controversy concerning the nature of 8concmic development

halO t::rned on the inadequacy ofllF "er capita as an aooeptalle indicator of develop
ment. The controvE:rt:ly has not, of COUI'S~, teen funda:nbntally about measures of
d eve Lopmerrt , but about i ttl bas i c char-act.er-i.o t i cs and. r equi r-emen't s , The prominence
of GlP per head among d.eveLopmerrt indioators is largely explicable in terms of the
"roffiinence (until the last few years) of the view - sOffietimes expressed explioitly,
sOffietiffies implioitly - that eoonomio growth and eoonomic development were so intimate
ly linked that the achievement of the former would autoffiatically (and spontaneously)
provide the latter. The holders of this view evidently placed great faith in the
'spread' effects of the limited introduction of 'modern' ffiethods of production into
largely traditional ecoLorries and societies.

Pov.'erful belief in the s oc i a I v i r-tues of economic gr01f'Tth - combined ii'Ji th a some
what simplistio understanding of the growth process itself - Was of considerable
statistical and policy advantage. en the statistioal side, it meant that iffiprovement
in development indicators required .imjr-oven.errt in the coverage 1 detail and accuracy
of national accourrts and population data. Such improvement ',.auld never have been
cheavly obtained, ULt at least the objectives were well-defined and the way ahead
cl ear-, SiIf.ilarly, on t l.e policy side, although there wer-e and are forn:idable dif
ficul ties in im}ilementa,tion, the range of issues v.JhiGh required attention - c2tI-ital
flows, project appraisal, technical assistance and trade and payments questions -
was oomfort~bly limited.

Many now think that the economic growth approach has not merely been unsuccessful
(in that the mass of the p00r are no better off than before) but that it has positive
ly made matters worse (in that the 'elite' has prospered and the relative position of
the masses oonsequently worsened).

To some extent, it could be protested that the growth approach has not been
properly tested, since, apart from meagre domestic resources and a relatively short
experience in planned development, the flow of resources from developed to developing
countries has been pitifully small in relation to needs and since progress on suoh
matters as developing country aocess to developed country markets has been painfully
slow. It is certainly important not to disguise the fact that economic growth 
sustained inorease in the flow of goods and services per head over long periods of
time - is critically important to any prospect of development in poor countries.

To say this is not to deny the need to recognize the limitations of a narrowly
economic ~pproaoh to development. On the contrary, the present Survey has been
largely organized on the welcome perception that, in a way that commands inoreasing
support, questions concerning poverty, employment and income distribution have come
to ocoupy a central place among development objeotives - so that, for this and other
reasons,it is no longer desirable or possible to see the development process as
comprising a single dimension. Thus, the importance of GDP and GDP per head granted,
the wider perception of development olearly requires more than national aocounts and
population data if well designed development policies are to be implemented and
monitored. Given this, three questions follow: (i) what would constitute an ideal
set of development indicators? (ii) in relation to this ideal, what gaps in African
data now exist? and (iii) what steps should be taken to fill the gaps?
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The difficulty with the first question is that it borders on the theologioal
and provides scope for a wide range of answers. At a general level, much support
could probably be found for broad specifications which would measure the results
of policies intended to achieve development in the following ways: 1/

(a) The results of development by indicators of:

(i) output (based largely on national accounts);

(ii) employment;

(iii) levels of living (consumption of basic goods, education, health,
housing etc. );

(Lv ) investment and saving; and

(v) trade and capital flews.

(b) Development policies by information on:

(i) measures for increasing agricultural production and improving rural
incomes distribution;

(ii) measures for accelerating industrialization;

(iii) measures for expansion of employment and better distribution of
income; and

(iv) measures relating to education, domestic savings, the management
of the external sector, economic co-operation, science and technology,
the control of inflation, administrative efficiency, etc.

Support fer lists of this sort would most readily come from those who still see
the economic component of economic development as being critically important. Those
who are strong on social factors, and perhpas even those who are particularly anxious
to investigate the relationships between economic and social factors, might well wish
for a different. set of indicators. Examples of more socially oriented lists are
given in tables I and 2. In turn, these lists can be criticized (independently of
the uses to which the informaticn they would prcduce is put) on a number of grounds
including possible duplication and an insufficiently reulistic appreciation of the
limitations of plausible measurement.

The latter point is a different one from that which would relate the indicators
cf tables I and 2 to available data. This is, however, a question which also arises.
In this regard it seems worth illustrating just how far information at present avail
able fa}ls short of what would be required for 'full' Eocio-economic investigation.
To this end, table 3 shows the state of data availability for African countries with
respect to t7e indicatcrs listed in table 1.

1/' Fer a more detailed discussion of these, see E/AC.S4/L.37.
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Table 1: Partial list of the core indicators of socio-economic development
identified bY the United Nations Research lnsti tute for Social Development

1. Expectation of life at birth
2. Percentage of population in localities of 20,000 and over
3. Consumption of animal protein, per capita, per day
4. Combined primary and secondary enrolment
5. Vocational enrolment ratio
6. Average number of persons per rocm
7. Newspaper circulation per 1,000 population
8. Percentage of economically active population in electricity, gas, water, etc.
9. Agricultural production per male agrioultural worker

10. Peroentage of adult male labour force in agriculture
11. 31eotricity consumption, kWh per capita
12. Steel consumption, kg per capita
13. Jillergy consumption, kg of coal equivalent per capita
14. Percentage of GDP derived from manufacturing
15. Foreign trade per oapita, in 1960 US dollars
16. Peroentage of salaried and wage earners to total eoonomioally ao t i ve population.

~o~: Contents and Measurement of Socio-economio Development (United Nations
Research Institute for Social Development, Report No. 70.10), Genev~, 1970.

~laborate tables are, of course, not necessary to establish what has been pain
fully evident at many point" in earlier ohapters of the present Survey - that there
is a marked scarcity of Afrioan statistics. Given this, and taking due account of
what is available, the really important questions at this stage are these concerning
the relative priority which should be attached to statistioal imprcvement and the
pr-i or-i ties which should determine the character of the statistical ef'f'o r-L, These
questions are larger and more complex than they seem, and substantial answers to
them would requir~ another Survey. In the meantime a nlunber of general observations
and speoific points may be made.

To many, the proposition that resources which could otherwise be employed in
increasing produotive capacity should be devoted to extending and improving the
statistioal services must seem frivolous, even fatuouso Substantial ignorance,
however, is a poor foundation for policy. Moreover - notwithstanding the occasional
ly politically sensitive character of census and per capita income data - improvement
of statistics is neutral in a way that foreign investment, foreign aid and technical
assistanoe are not. It should oonsequently be ~ veI~ suitable field for developeQ
Qeveloping country oo-operation.

Assuming that additional but not infinite resouroes are made available to
Afrioan statistical agencies, to what uses should they be put? ~kulY answers oould
be returned to this question. In the light, however, of the earlier parts of this
Survey, a number of particular observations should be made, beginning with the com
ment that the extension and improvement of African national ~coounts is'of cqntinuing
importance.
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Table 2: Social, political and eccnomic indicators

Size of the traditional agricultural sector
Extent of dualism
Extent of urbanization
Character of basic social organization
Impcrtance of the indigenous middle class
Extent of social mcbility
Extent of literacy
Extent of mass communication
Degree of cultural and ethnic homogeneity
Degree of social tension
Crude fertility rate
Degree cf modernization of outlcok
Degree of national integration and sense of national unity
Extent of centralization of political power
Strength of democratic institutions
Degree of freedom of political opposition and press
Degree of ccmpetitiveness of political parties
Predominant basis of the political party system
Strength of the labour movement
Political strength of the traditional elite
Politioal strength of the military
Degree of administrative efficiency
~~tent of leadership commitment to economic development
Extent of political stability
Per capita GNP in 1961
Rate of growth of real per capita GNP: 1950/51-1963/64
Abundance of natural resources
Gross investment rate
Level of modernization of industry
Change in degree of industrialization since 1950
Character of agricultural organization
Level of modernization of techniques in agriculture
Degree of improvement in agricultural prcductivity since 1950
Level of adequacy of physical overhead capital
Degree of improvement in physical cverhead capital since 1950
Level cf effectiveness of the tax system
Degree of improvement in the tax system since 1950
Level of effectiveness of financial institutions
Degree of improvement in human resources
Structure of foreign trade.

Sour~: I. Adelman and C.T. Morris, Society, politics and economic development;
a quantitative approach (Baltimore, ~rl., Johns Hopkins Press, 1967), pp. 16-17. _.
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More fundamentally, the Survey has been largely concerned with demographY and
technology. In manifesting this concern there was - to repeat - recurring oppcrt
unity to lament the lack of data. As a matter of urgency, more information is clearly
required on vital statistics, employment and migration and household characteristics
generally and on those matters which should be considered in the course of exacting
project appraisal.

However, the intimate link between these so-called social indicators and the
familiar economic indicators should be recognized. Yet a full specification of the
data required would run to pages and would suggest a formidable work programme for
even a well-endowed statistioal agency.

The consequent problem for developing African countries therefore is how to
establish 'acceptable' information quickly in a situation that ideally calls for
much time and patience. In this connexion, in view of the increasing importance of
economic growth and of the concern for the distributional aspects of the fruits of
growth, attention might be concentrated on the items mentioned in (a) on page 89 of
this survey and on incomes of skilled and professional employees of various types,
unskilled urban workers in sectors where legal minimum wages are paid, unskilled
urban workers in the informal sector (principally petty trade, small business and
domestic service), rural unskilled wage earners and rural small farmers. Measures
of the trends in the pattern and degree of concentration of the ownership of property
(both rural and urban, real and financial) and surveys on the degree of open urban
unemployment are good candidates for attention. In these important tasks, it is
needless to emphasize that multi-subject surveys of both urban and rural households
are a sine crua non.

•


