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ECONOMIC CRISIS AND HOUSEHOLD SURVIVAL STRATEGIES IN
SUB-SAHARAN AFRICA!

John Weeks*

;}zrsl:nljf\clf'l": :I'!le auth.or cllea!s, from a point of view macroeconomic, with the question of the
s"a,egie'::n gﬁ:{; ﬂl.llll'.l ltsAlrmpacr of stagnation and the fading away on the household survival
ahnran Africa, that includes the question of the coll 3
with the consequent diminution of th iliar i i trom on phemere e eonomy
e familiar income, that is far from an ephe
. ! H 7 E meral phenomenon.
He concludes that the region shows a negative phenomenon of economic const[:ninl. ’ >

1. INTRODUCTION

Under the burdens of low commodity prices
dcvﬁoping countries have suffered through a
decline with limited optimism for substantiai improvement in the foreseeable
flvlture. Indeed, it may be that the very term developing countries will ha'.;e 1o be
dlscan'ied for the older but perhaps more accurate modifier underdeveloped
countries, which is purely descriptive without an implicit optimism that may no

and heavy external debis,
decade and more of stagnation and

(1} This paper draws on empirical work presented in the fForthcoming book, Vali Jamal and
John Weeks, Africa Misunderstood or whatever happened to the urban—rural gap? (Geneva: ILO
and Rut_hledge, forthcoming 1988), The issues treatedt in that book appear in abbreviated form in fwo
publications: V. Jamal and John Weeks, "Rural—urban income trends in sub-Sakaran African",
Labour Matket Analyasis and Bmployment Planning, World Employment Programme Working Paper
WEP 2—43/WP. 18 (Geneva, November 1987); and "The vanishing tural-usban gap in sub-Saharan
Adrica®, International Labour Review 127, 3 (1988).
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longer be approprialez-. One of the most bitter aspects of what many have come
to call the "ost development decade” is that the countries which have fared
worse have been among the poorest in the world. Certainly this is the case for
Alffrica, where decline and slagnation appear not to be a passing phenomenon, but,
will soon streich over two decades. '

" The purpose of this paper is to investigate the impact of stagnation and
décline upon low-income households in sub-Saharan Africa. The primary
concern i$ with the response of rural households to falling living standards, but_
as’ shall be argued the social structure of most SSA countries is such that
conditions in rural and urban areas cannot be separated if one is to treat
accurately the developments which have occured over the last twenty years. The
first step in the analysis, presented in Section II, is to show the intensity of the
economic crisis in the SSA region, for this provides the background to the
subsequent discussion of household adjustment strategies. Section III considers
one of the most 'importaht' ma_croe(:onomic COnsequences of stagnation and _'
decline, which is insufficiently recognized and little+understood: a generat and
sharp decline in the gap between urban and rural incomes. It will be shown that
whilé rural livelihoods have deteriorated, urban incomes have fallen by much
more. This shift in distribution has profound implications for our analysis. In .
Section 1V the decline in living standards is placed in analytical context, with
emphasis placed upon rurai subsistence production and urban-rural allocation of
household labour as responses to falling cash incomes. The discussion of
household adjustment strategies is closely related to the analysis in Sections II
and TIF of the macroeconomics aspects of the region crisis. Central to the entire
analysis of the paper is the argument that African economies have for the last
decade been demand-constrained. ‘This- interpretation is al odds with the
conventional wisdom, particularly promoted by some multilateral organizations,
that the stagnation and decline in the SSA region has been a supply phenomenon .
derivative from "inappropriate” government policies. N o

(2} . World Bank projections for renl per capita growth of GDP in 8SA countries-tor 1987-95: .
is froin zero ("base” projection} to 0.7 percent per annum {"high" projection). The "high" projection.:
would imply an increase over. the eight years of only six percent, considerably less than the per capita
incbmé Ioss,fmni 1980 to 1986, It should. be -added that the "high" prediction is based -upon the :
dubious assumpiion_that "policy reforms” would stimulate growth. World Bank, World Development -

Repcirt, 1988 (New York: Qxford University Press, 1988), p. 2.
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II. THE MACRO ECONOMICS OF THE AFRICAN CRISIS

The degree to which (o monetized sectors of sub-Saharan African
countries have suffered from falling incomes and general economic devastation
cannot be emphasized too much. These dramatic shifis in income distribution in
sub-Saharan African countries have MOt occurred by accident or as the result of

changes in world commodity and financial markets beyond the controf of the
governments of sub-Saharan African countries. This interpretation of the
development crisis is central to the analysis of household responses which
follows in Section V. The thrust of the tonventional wisdom about the
economic crisis facing the African countries is to the effect ihat development
strategies followed in the decade afier independence were misguided and
resulted in huge “facior price distortions" {e-g. subsidized interest rates,
overpriced labour, underpriced €rops, and overvalued exchange rates) and a
debilitating dead weighl of incfficien(:y3. The cconomic difficilties suffered in
the last decade are explained as these misguided policies coming home {0 roost®,
In this accounting, the successfu] growth in the hey-days of the 1960s is seen to

3} An example of the emphasis upon internal ciauses ("uu’sumnngemem") of the African
ctisis is found in Ravi Guthar, Swadesh Bose and Vimal Adukorala, "Exchnnge Rate Policies in
Eastem and Southern Alrica, 1965-—1983", World Baok Starr Working Papers Number 720
{Washingron: World Bank, 1985). The extent of the ideological shift jq the World Bank is indicnted
by comparing the more recent studies to the earljer analysis of the African crisis by Liebenthnl, where
a balanced view is laken of external factors and government policies. See Robert Liebenthal,
"Adjustment jp Low—Income Africa, 1974 1978", (A Background study  for the World
Development Report 1981 ), Staff Working Paper Number 486 {Washington: Wordd Bank, (981),

) Inits 1987 report on the debt crisis, the World Bank concludes its discussion of the
low-income African countries by leaving littte douby as o where blame should be directed: The
unfertunate economic policies of the past have nlready exacted their tol] on these countries in terms of
declining output, lost investment, and a generation of citizens whe kave come of age in an era of
steadily fatling tivi ng standards. Those countries that have now adopted rigorous adjustment programs
desérve the fulz support of denors and creditors. It i (o be noted that apparently only those countries-
which have reformed their sinful Wways are deserving of help, Presumably the World Bank would aid
In separating the sinfy) from the repentant, World Bank, World Doty Tables, Fxternal [efn of

Developing Countries: Volume I, Analysis ard Stuminary Tables (Washington: World Bank » 1988y,
p- xkil.,
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b spunous for. itca friﬁd)_thg: seeds. of future self-destruction. andiwas: bascd--\;upon.»,
_grUSS‘I“Cfff;:;fll: IC; i)rings'o_ul ‘the. sharp decline. in - the: _rz;tc-:-pfugrowth-of.'
' éﬁﬁeSaharan African_._countrics\af_le_r; tht:sfiml.q_ilwsl‘wck of 179,73-74-::Fo::-,pu1p:>si::-
; of 'cémpar_i.é_ori,::it:‘,al_:é'o-_i:ncl udes,kt_hg.xaypragq ]jz_ll_ib.s.-ft)l.‘.- al!-_less‘ dqv_tj,lqp&c[l.;_c;)aur}; fmk |
and.for the lowsincome. less.developed contries (using the. Stilnd_c_l_!?:d-i'_' .‘Q'r,,{’f'-‘l.ml
“d :'1n.il'i6h's)6'.",.Tlie:.firsl. impression: from this. lable, is that sub-Sabaran. n‘:‘c.
countries have. performed; much worse thah.all fow.incoune LDCs. Ho_“.n::/:er,_ : :
fér'cncé'iﬁ:ii';i_i);x_n‘d_uc_tp. the inclusion. of Chinu in the ‘IOW-IQC0m¢-=(:li1 cgiei
‘(shown in the able); were China o be cxc_[u_d_cq,.éh? difference in grow :I;l.’l.'l;
between sub-Saharan, Alrican countries (most of which are i_ow:mcom.c_) and-all.
OW-income o tries would not be so. great, _ T o
low. 1;9,C0m'?hc;’l:: :r:.l.uaj'ifiézi__lior_is, ‘ l}dwiver,_, should . not. ..ma_sk._ the. fact. ‘;!h;l; ,Vlhef
ﬁds'f-o:il;shock decade was. a grim one. for' SSA countries. During ,19g.t-h 3 P"«';
capua income rose on _z;yé;gige_:by_ 2 percent 2 year. but then, stagnate l'(}ll%
the rest of the 1970s. After a one-year spurt in 1981, (he. dow_[l_lurl}\.l‘n;t;l:;; ; 4
wuhper capita income falling by around 5, percent per an,nmnfpt;l_:fetl:ﬂ. Tend,
1984. The 1985 performance might be taken to indicate that. the .___cusxs.fl iq
has bottomed out, but'in this Iespect it must be rccygglzed._that the latest llguerem;
a best a rough guess, perhaps. based on. more opliism than subsequen ;;,s.le}
will justify, In the 1960s.and early _19;703?_.{he-.mdym;q;:_l.s_c(_:lqr, g1”cvvdrr1lll11c:g : ]‘3(,{1'],.
than “agriculture or seivices, but the schock of =;}.ai,p__r;c¢s;_chlg;ng;;c;l  thi. Bk,
before '(1'-965,-,73);<:ri_d___'z:'fi#?_t'(19'7_3-§Q)3- the oil schock, the. agricu mm"ﬁf"q&e&gai' 4
a;l'-'slﬂighi_lyft__)véf 2 percent per annum, while the industrial sector. (:txlei}l X Iau};r:-
per cént per anoun in the earlier period and barely over 1.per cen mf PNy
The stability of the. agricultural growth rate g;_fl;_s_::;_%._;hg; importance of on-farm.

(5). Quotations from .the World Bank manifesting: this view. are legend, For example, Many
African goverame
mauch o do, to
Adjusttient with G

cotntries is: Found in Uni ations, Worfdl:(,onoml'c

1986).;

are now making aignlfi_g:':’m‘l_-‘_.prp'grgsszh:l_ al_rtlggt,ll;ifl@djuslmen!,;';ﬁu_t !!ney.sigil!;bx?ve;
rect. the: accumulated policy distortions_of ke past. 7W9(!d.—,Bnnk,s;quncfng_:.
rowth i Sub-Saharan Africa, 193690 (Washington: World Bank, 1986), p. 1., :.

. ‘ of; the. ¢lé pressing: trend. In:the; economies-of !h__es._s,g!J_,.Snlrnrn?:_-Africnlf-‘_
- - (6) . Acbriel:summary of the depressin Survey 1956 (New, York: UnitedNations,
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consumption: most African farm families consume the majority of their output,
making their total production relatively insensitive to price and demand
fluctuations.

The industrial sector, however, was hit severely by the crisis. Since
1980, it actually declined, while agriculture and services grew at slightly over
1 per cent annualy7. In consequence, the share of industry in sub-Saharan
African GNP fell from a high of 19 per cent in 1973 (o 16 per cent in 1984%,
Thus, the stagnation and decline of industry in Africa has persisted for a
sufficiently long period of time to qualify it a3 a medium-term tendency verging
on the long-run. "Stabilization" and "structural adjustment” programme of the
International Monetary Fund and the World Bank are designed to fundamentally
shift sectoral priorities, primarily from industry to agriculture, with this shift
based on the presumption that economic difficulties have an internal
("supply-side") cause. But much of what the programmes seek to achieve has in
fact occurred a decade ago - and with disastrous consequences for the urban
population. The SSA countries have de-industrialized for the last decade, and
while it is debatable whether this has brought about a more efficient atfocation of
resources, it certainly has not generated growih; on the contrary, it has been a
symptom of the general decline undergone by African countries.

With per capita income falling, it is not surprising that savings and
investment have declined as a proportion of GNP, and consumption has risen
(sce Table 2). Interpretation of the table, however, shows the degree to which
€Conomics is an inexact science, for one can come away from these figures with
two diametrically opposed conclusions. If one is influenced by the Keynesian
tradition, the story is straighforward: assuming the short-run consumption
function to have an elasticity with respect to income of less than unity, one
would expect the share of consumption to rise as per capita income fell. Indeed,
many economists would interpret Table 2 as verifying this empirical law of
macroeconomics which holds generally regardless of the level of economic
development. The corollary of this law is that the consumption share will fall and

(7)  Atthe same time, ngriculture's share also seerns to have fallen, if World Bank tigures are
to be betieved, from 42 per cent of GDP in 1973 1o 38 percent in 1984, This mensured decline is hard
fo account for in continent where most agricultural production is for on-farm consumption. This issye
is pursued in Section IV,

(8 During 1980-—84 agriculture, industry and services grew at annual rates of LI, — 1.2,

and 1.4 percent, respectively, according to the World Bank, World Dank, 1986, p. 156.
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savings share will rise as growth begins to accelerate. 'I‘lns interpretation is
central 1o our analysis of household responses to the crisis. In contrast, the
observer viewing the fable through classical spectacles wogld come to quite a
different conclusions: the savings efforts has deteriorated in recent years and
steps must be taken to stimulate it if growth is to recommence”. ' _
' The pre-Keynesian prescription that the savings ratf_: must be raised to
stimutate growth (and the implicit diagnosis that slow growth is pa.rlly caq_sed'by.
a low savings ratio) is singularly inappopriate for sub-Saharan Af.ncan countnefz‘._
These countries are primarily agricultural, as is well recognized, and the}r
agriculture is almost exclusively smallholder. Invesiment by ‘thc?sc_ producers is
largely a matter of the level of income, and as long a8 'thelr mcomes_rcmaig
depressed it is unrealistic to expect that government policies could be deploye
lo increase savings and investment, for this would have lol be at the expense of
further depressing consumption levels which are already quite low.

Tablel IR

Rates of Grouth of GDP Per Capita - o
L - 1965—1985 &
Reégion’ 1965 1973 1981 1982 1983 - 19_84 SN 1988
Sub-Saharan - e : R
‘J’Afri:a:.m 20 0.5 38 -50 .- . 55 . —4: —16]?
Low-YLDCs. 3.0 LT .30 .32 6.1 _ ;'8' . 0.6)
(China ~ 50 . 38 35 61 88 13.3 RS
ANLDCs " 41 7 32 10 -0.7 00 33 2
" *Bxcluding South Africa. o o »
" Source: World | ank, World Development Report 1986 (New York: O_xfgrd Umversl t.y_ P.ress,

L lsse)p15e o

i © In the World Development Report 1986, one reads, If investment is 1o be restored to

incresse in domestic savings depends on the government's commitment to adopt the policl
0 establish a stable macro-economic environment. (p. 41).
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Table 2
Consumption, Investment and Saving
Percent of GDP in SSA Countries

1965—84
Category 1965 1973 1980 1981 1982 1983 1984
Consumption 89 86 91 92 93 93 26
Investment 14 7 19 19 17 15 12
Saving 11 14 9 8 7 7 4

Source; World development Report 1986, p. 157,

Of course, the more important point is that the monetary sectors of
most of the SSA countries are driven not by investment ratios but by the world
demand for primary products!’. As Table 3 shows, export performance has
deteriorated sharply over the last 20 years. From 1965 to0 1973, primary product
€xporis grew at 4.5 per cent per annum in real terms, then fell to hardly more
than 1 per cent for the next seven years. This was followed by three years of
negative growth rates. In 1984 there was a recovery, but whether or not this
Portends a long-term trend remains to be seen: the 1985 figure is not encouraging
(1.7 per cent). The conventional explanation for the poor export petformance is
quite contentious, apportioning blame to_ the policies of sub-Saharan Afiican
countries, with overvalued exchange rates and monoponistic marketing boards
which set producer prices of export crops in most (but far from all) countries
coming in for particular criticism.

Short of conducting a general equiliibrium analysis of the experience
of each couniry, it would be impossible to come to any definitive conclusion
about the relative impact of internal and external factors upon the export
performance of sub-Saharan African countries (though this has not prevented
judgements from being made). It is clear is that extermal factors have been

“extremely unfavorable for SSA countrics. The curulative deterioration in the
terms of trade since 1973 has been negative, as Table 3 shows. After slagnation
between 1965 and 1973, terms of trade fell by 20 percent in the next 12 years,

(10} Though not according to the World Bank: At the foot of the poor performance and debt
problems of the developing countries fies their failure to adjust to the external developments that have

taken place since the early 1970, coupled with the-magnitude of the external shocks. World Bank,
1986, p, 33. :
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implying that:the sub-Sabharan African countries had to give up 25 per cent more

' i i $ ' iousty. . Given
-exports in 1985.t0.buy the same import basket a_s_lZ.year.s_;zrcwous . Give
' ti’i{il';: situation nbtblam?ng the external environment for Africa’s problems is quite

] i ' i Cline .came 1o the.
nisleading. .In:a-study of changes in the work.I economy, car
grslciﬁ_é.idx% ;that. aimOs{ 85 per cent of the. total increase. in developing country.

“debt during 1973-82 can beattributed to external factors over which: governments

. 12 . tional
i ing’ ‘i . The impact of international
of . non-oil-producing : LDCs::had 10 control ™=, | act Internatic
markets on ?&frica.wﬁs greater than the average for all developing countries: the.
fall in 'ihé‘_teﬁns of trade. of sub-Saharan African _qqun,tgqss_ -cxcecd_c_d_ t gt for
dévétopihg bounlriés taken together and in particular fq;l_ovs__r.-lncoma_As‘la

B . . Tabled. .. .
R -: Rate of Growth of Exports and Terms of Trade,
- .1 SSA Countries; 1965-—1985

Category 1965, . 1973~ 198L . 1982 . 1983 1984 -:1935”
E"&Z.’.'.-u'f.;. 54 .20, 200 . 54. " 28 .. . gé ??J
PimProd 45 . 12 . 31, 96 . 04 S A
Allprod © 46 13 45 93 02 LA :
fiped 5o 0 as zr s AL LR
Termsof HE TR . '. ._ ) o
wade U e g
Low ¥ SSA 04 L8 - 2118 09 . 48 f‘; : "_i.g_
Low-Y Asia 32  -24 11 12 -ig 1519
AILDCs 08" L5 -1.0 -0l -1 0.

" Source: World Development Report 1986, pp. 158 and 159.

S 0 i b e D T £ trade. B)'ils .c?:lcula!lon, unit
- (11), IMF figures also 50 a sharp.deterioration in the terms o By its
export frﬁit?és'bf‘sug-.Sn_hamn‘_go_u‘nt;i@._t_"el‘l i all years of the 1980s, except 1984, the total decline

between . 1980..and. 1986 being.: twenly-two  percent, | IMF, }Yqﬂd Economic Oullook Revised

jections (Washington: IMF, 1987) p. 26. AR L
I.,rokcmﬁ; ('IW":':L“';?; s he lists mf%ggc price incroases, the rise.in dollar interest rtcs, and the fatl:;
in .Q}ihi(ftry ptoduct prices. William R..Cline, Juterndfional Debt and the. Stabifity of the world

Economy. (Washington: Instiinte for International Economics, 1983).

b y p sed by a tobust twequ_-;linq percent, cpnipnged__l_o one per
1967.and 1973 Asia’s terms of trade increased by a robus 18 PSR, ComPRITL 0 pO% P
cent for Africa, : : TR .

(13) SSA countries have suffered From poor.terms of trade for over two decades., Between
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A bit of simple economic theory tells one that it is hardly surprising
that export performance should decline with the deterioration of the terms of
trade: falling export prices shift relative returns in favour of production for the
domestic market. Those who have tended to blame internal policies for poor
export performance in Africa have usually glossed over this relative price shift.
Instead they have put the major part of the blame on the internal (domestic)
terms of trade; i.e. what the farmers receive for their produce on the internal
market, with the implicit assertion that internal terms of trade fell more than the
external terms, causing a greater fall in exports than would have occurred under
free market conditions, But how the blame should be apportioned is a matter for
country-by-country analysis — something that has generally not been done by
proponents of "African mismanagement". Instead the remedy is rather swifily
recommended that African countries should devalue to restore the shifl in the
terms of trade, though it is rarely if ever specified whether the prescribed
devaluation is to align internal terms of trade to the external terms, or more
drastically, to restor&intemal terms to a level in the past, regardiess of trends on
the external market™”. In any case, there is considerable theoretical ambiguity
with regard to the net impact of devaluation upon the relative prices of tradables
and non-tradables. In the light of the state of economic theory on this subject,
one must be careful in diagnosing that the fault for poor growth performance in
African countries les primarily in domestic policies and that success wil] be
achieved by a greater opening to the world economy (patticularly in light of
developed country protectionism)’”. On balance, (he agnostic view taken by
Todaro in his influencial textbook on development, that one cannot reject the
hypothesis the macro-economic difficulties of some developing countries may be

the result of too much contact with developed countries, should be entertained
seriously .

{14) The World Bank has taken the lead in recommending devaluations for African countries,
In light of this, it is instructive to read in a World Bank Staff Paper, "Appropriate price and exchange
rate policy would have a relatively small impact on agricuitural growth {in SSA countries)..." Kevin
M. Cleaver, "The impact of exchange rate policles on agriculture i sub-Saharan Affrica”, World Bank
Staff Working Papers, N* 728 {1985), p. 1. . .

(15) Agnin, the World Bank has no apparent doubts: If developing countries were to adopt
policies that encourage domestic savings, increase the efficiency with which they use resources, and
increase their links with the world cconomy, they could raise their growth rates sigrificantly
regardless of what the industrial conntries do. World bank, 1986, 0.3, emphasis added.

(16) Michnel P, Todaro, Economic Development ine the Third World {New York: Longman,
1985), Third Edition, p- 558.
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The purpose here is not (o resolve the debate over the Causes of ::
detériorating growth performance of African countrics, but to argue that w:::{l X
statistic show ase the symptoms of economic decline and crisis. Over t i asa‘”
‘decade (and longer for some countrics), the SSA countries hav;, l'i»::cn 11{l
profound development crisis that has brought fundamental structural ¢ _at:ges.m
is a mistake 1o interpret these symptoms (rise in the share of consump gor:hal:
GDP, for ei&émplc) as causes. A voluntarist approach in \wfhj_cg one p;asgénzs o
the crisis of the last decade could have been subsianciaily avoi ;: ad
apﬁr'dpriatei policies been followed is not coqducwc_ toa dlagnosuc analysis :

vhat actually occurred. _ N _ ,
w ity "'Fr{)ﬁi this highly aggregative analysis, I turn to country-level data to

consider an issue quite important in the subsequent discussion: the relationship

between-growth in food production and export performance (Table-4). Fol:. m:f;_
SSA countries agriculture provides the major exports _('Nigt_:na qnd Zam ia °
obvious exceptions), On the usual assumption that land is a_scar;_:.e_r.eso(;:rcg,ot.;z .
would expect some l'rade'éoff between the 'grO\';vth'_of food p.l'OC.ll=1.Ci.l.Ol] and exp k;
The table docs provide some’support for thls' a priori corx«:lll.m'n'.t.1 ;1;;: ;;m£m
average of changes in per capita food production f.;pm. 1974-76 to y - as
—11'per cent. The seven countries whose per caplt? fm?d .PIA‘{..?dLIlIC‘lIOH‘ _ gcmowuie
by less than this (or increased, in the case of Cmf: d .Iyqlre) _hlad | ralg 0 [lgr o
of their exports of -3.1 per cent. The eight countries in wich food pn; 111(: :;::;nccm.
by more than 11 per cent had an average rate of growth of exports of -1 per er‘;
and the difference-of-means test shows that the means for the two grou[ps [:; f

statistically significant at the 5 per cent level. pne must, of cpumeé be e: nre mhe):
cautions in drawing conclusions from such simplistic exercises, for m 1 ydc—off
variables are at work behind the scenes. However, the {dca ofl a tra fo-olf
between the production of domestic food s.lu'ffs' and agnculturg E};pz c;ian
implied by both neoclassical gem;r&;l eci;ulhbrr;:zlm ;ggla:rgne&ig} }nde); ; : too

- models, so the possibility s a rea - ] )

:bp::nzz(:)l}();n gade—off v;'oulcl have 10 be explained by export dcmancll mdun:i.n%l z:;
increase in either the amount of land in use or t'he yields I:from land. Ina 'r;gcl: 1of
peasant smallholders who consume a substancial proportion of theilr pro ﬁ o
whose standard of living Is near or below poverty l_g\_@!, .it. i$ unclear why land

" (17y It neoclassical analysis economies are usually ftreated as belngi on l:;f[l'r; ptn'):;;c:lllz:
i imary concern). In a Keynesion mode] a
bifities frontier (otherwise allocation Is not a prima ; : .
?:ﬁs:ml;loymem, inc&eased,exporm are in pat the resulf of having reduced domesllp consumpiton

65—



WEEKS, John. Bconomic Crisis and Household Survival Strategies in sub-Saharan Africa. Africn
Revista do Centro de Estudos Africanos. USP, 5. Paulo, 12-13(1): 56-77, 1989/1990.

would lie idle in any circumstance. It is not unreasonable (o presume that peasant
farmers, facing a contracting world market for primary products, might have
shifted to food production for family consumption, thus in part explaining the
decline in exporis during 1973-84!8

To conclude the survey of the last development decade, I turn to an
issue which looms large is discussions of urban labour markets-rural urban
migration. Rates of growth of urban areas are given in Table 5. The stafistics
show a mixed pattern in urban growth during 1973-84 compared to the previous
period. For eight countries, the rate of migration declined, for another eight it
increased, while for one (Cote d’Ivoire) it remained practically unchanged.
However, for all SSA countries together, the rate of urbanization was virtually
the same in both periods, Only in Uganda was (he change dramatic, and is
largely explained by catastrophic economic and political events in that countryw.
Thus, the rate of urbanization in sub-Saharan African countries during 1973-85
may have moderated compared to the previous period, but the change was hardly
noteworthy. But there was a dramatic change in rural-urban income differentials,
as shown by Jamal and WeeksZ?, Iy may well be that the reduction in the rate of
migration in some countries during 1973-84 was the result of a narrowing of
rural-urban income differentials, byt given the small observed decline in the
former compared to the massive drop in the latter, the relationship between the
wo appears al most to be tenuous.

(18} A useful survey relevant o this issue is found in Hamid Tabatabai, "Food crisis and
development policies in sub-Saharan Africa”, World Employment Programme Research Working
Paper WEP 10—6/WP72 (Geneva 1LO, Iuly 1985).

(19) The Ugandan case is treated in detail in V. Jamal, "Structural adjustment -and food
security in Uganda", (Geneva: ILO, 1985),

(20) Jamaland Weeks, 1987 and 1988,
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Table 4
Index of Per Capita Food Production
And Rate of Growth of Exports
S8SA Countries, 1965—1984

e . Food Prod, _Exports

oy Indox* 1965-73 1973-84-
- - 23

Cameroon o :83 - ;3 B 3

-, Coted’lvoire - . - - : 110 _ 294 . 0.4

.. Ethtopia . S .. 100 . 3.5. s
Ghama . o et 38 23
Db L " o1 8.9 23

- Matawi . 100 g.z 2
Nigeria R g —1.3 . By
Senegal : 37 55 .
SieralLeoge '~ o 98w et $7 . o7
Somalia o Co CTH9 Lo 0.9 : -47
Tanzania ) lgg 0.,2 . o1
Uganda:... . . FEGT v LT e Vs T
_'zaggré'.“ N T U ey 6.4 .41

Zambla e 74 o -m B -2.4.

| % Index for 1982-84, with 1974-1976 = 100.. - :
* Soufce: World Development Report 1986, p. 190, -
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Table §
Rate of Growth of Urban Population,
SSA Countries, 1965—1984

Country Direction Rate of Groth
of change 1965-73 1973-84

Cameroon+ 13 82
Cote d'Ivoire + 82 83
Ethiopia - 7.4 6.1
Ghana + 45 53
Kenya + 73 19
Lesotho + 7.8 20.1
Liberia + 53 6.0
Malawi - ‘ 872 7.3
Nigeria + 4.7 5.2
Senegal 42 38
Sierra Leone - 50 35
Somalia -~ 6.4 54
Tanzania + 8.1 8.6
Uganda - 83 0.1
Zaire - 59 7.1
Zambia + 82 83
Zimbabwe - 73 82

Source: World Development Report, 1986, p. 163,

The last ten years have been difficult ones for the populations of
sub-Saharan African countries, years of hardship and increasing poverty. It has
been suggested in some quarters that the hardship and suffering were primarily
the consequence of incorrect policy decisions taken in response to what has
cuphemistically been called "a rapidly changing world cconomy" . The obverse
of this is that pursuing "correct policies” promises a bright future regardless of
developments in the international economy““. This is an appealing hypothesis,
particularly attractive in difficuit times when one entertains the possibility that

(21) "For developing countries, the first half of the 1980s was a period of adjustment to a
tapidly changing world economy”. World Bank 1986, p. 2.

(22) "..(Thhose developing countries thal maintained macro-economic stabitity and
implemented policles to make the best of the chenging wotld economy have emerged with strong
growth rates asd bright prospects...” World Bank 1986, p. 3.
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“circumstances may make one’s best efforts irrelevant®. It remains, however, an

hypothc315 and an hypothesis somewhat at variance with lhe miserable
economic performance of most sub-Saharan African countries. It is less than
convincing for two reasons. Firts, if there exists a set of policies whose
unambiguous result would be to generate growth in the face of unfavorable
world market conditions, economists do not agree what it is. The hypothesis that
appropriate policies can snatch growth from the jaws of world recesston derives
from a general equilibrium model in which the world economy is viewed as
being self-equilibrating. Whether governments should place their trust and the
fate of their populations in such models is open to question, particularly when
the economics profession is hardly in agreement on the validity of these models.
This lack of agreement in the profession should be a cue for reticence on the part

- of economists in passing judgement upon the efforts of governments of

dcvclopmg countries. certainly, African governments have made policy errors,
perhaps major ones. Whether alternative policies. would have produced
substantially different resulls is lhe Iypc of spcculanon which does not lend itself
to definitive conclusions. = -

Second, while the 1mpact of alternatlve policy regimes is speculatwe
the' cxtremely unfavorable international cnvuonmcnl faced by SSA governments
is a fact, Terms of lrade have moved agamst products exported by African
counstriés; ‘interest raies on world financial markets have. been virtually
unprecedented levels for half a decade (large[y due to fiscal and monetary
policies in the United States) and indusmal country protectionism has thwarted
the development of non~agncultura1 exporls from sub-Saharan Africa. These
facts suggest tha! the cautions path is to avoid Judgmental hypotheses and treat
the crisis as primarily a phenomenon of world economic instability, It is on the
basis of this view that I consider the survival sirategies of African households,

(23) The repott of the Advisory Group on Financial Flows to Africa suggests that massive
foreign assistaice will be necessary to Tejuvennte the econiomies of the SSA segion. United Nations,
Financing Africa’s Récovery: Report and Recommvndations of the Aa‘mory Group on I‘mam.ml
Flows for Africa (New York: United Natlons, 1988).
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III. RURAL-URBAN INCOME DIFFERENTIALS

In a previous paper I summarized the dramatic change in rural-urban
income differentials in sub-Saharan Africa®®, While it would be redundant to
fepeat that discussion, a review of the evidence and conclusions is necessary

stereotype is no longer valid,

Important for this paper are several clear trends which have emerged over
the last two decades. Firsi, real wages of urban workers have fallen dramatically.
And where evidenee is available, it shows that unskilled workers in the formal
seclor have done worse than skilled workers. Further, the fall in reaj wages has
been so great that a growing proportion of wage earner households has fallen
below poverty level ag measured by the ability to purchase a minimum diet.
Second and despite the fall in real wages, migration from ruraf to urban areas has

areas. The difference in incomes has decreased, and along with this decrease
life-styles and living conditions of houscholds deriving their primary incomes
from each secior have become similar, And finally, the income gap between
Tural and urban areas has narrowed sharply. So great is this last shift that in some
countries incomes received by rural farm familjes exceed urban wage carner
incomes.

Evidence of the fall in real wages is presented in Table 6, and some of
the numbers defy credibility. It can first be poted that in the case of every
country for which there are data, real urban wages fell sharply in the 1970s, with
the exception of Nigeria. Nigeria is, of Course, the exception that proves the rufe,
for this country went through a tremendous boom due (o the increase in oil
prices. Even so, urban wages in Nigeria merely held their level, they did not rise.
In the other six countries for which there are data, urban reat wages fell: by over
haif in Ghana and Uganda, 25 and thirty percent in Tanzania and Somalia, and
twenty percent in Kenya and Sierra Leone. In the 1980s, urban wages continued

(24) John Weeks, "Income distribution and its. implications for migration in sub-Saharan

Afrlca”, pager presented to the HISSP Conference on Africa Population, Nairobi, December 1986,
forthcoming ia conference voleme,

.rica.':Revism do Centro de Bstados Africanos. USP, S. Paulo, 12-13 (l?: 56-77, 1989/1990),

fall, with the declines dramatic to catastrophic for five coun!rics (Ghana, Slt;lzrra

ne, Somalia, Ta'nzania,‘and Uganda), anq quite substancial: for thrcg ?bclri:
enya, Malawi, and Nigeria). In two countries urban real wages rosfg,. lu Oes
5eS ihvolve-circumsianccs 50 particular as nqt lo contradit the rule. Rea welllg ;
se by over twenty percent in Burundi, but‘th_ts coutitry has pe_r_‘hap.l‘;l l_htzzl !‘:I[:aTelfe
wage labour force relatively to its population of any counlry in t ?h t ";mtr |
/age increase in Swaziland reflects less about the labour market in hat country
han the demand for immigrant workers in South Africa,

' - TABLE 6 -
Urban Real Wages for Selection SSA Countries
: 1978—1986 :
- (1978 = 100)

é'aun:ry" 4 1970 1979 1980 1981 1982 1983 1984 ess 1986-
Burundi =~ - 99 95 102 10t {31 134 2 1z

Cameroon - 9 94 w2 o e o T
Ghana W08 77 BS ;g ;c; - ¥ ® 7 -

enya - U122 100 100 ; 5 |

ﬁi?f&. Co 97 9% 9% 10 86 66 g;) -

Nigetia 99 82 - 85 82 77 72 isln g 5
Sierral.eone 149 9% 1:; 94 . 87 53 ' R e
Somalia © 128 98 5 - - - . 0

Swaziland - 103 65 78 77 12 12_0 _ 1423 o

Tanzania S1250 0 - 1—5 ;2 72 : o .. o "~
Uganda T 313 - - - _ _ _ s o
zﬁnbnbwe ' - 87 108 103 96 83 B 69 . 08 L

Source: Weeks (1986), Tables 2 and 3 lnternnlion‘al_ Labour Office, Yearbook of _Lal:fqur S!:}tlslfcs
1987 (Genéva: ILO, 1967). : | |
It lies béyond the scope of this paper to -d9cumenl ‘the %ﬁc_iip(:; m:g
rural-urbap. income differentials in SSA counirics, which can. be

= have 1o calculate rural- incomes to deduce
ewhere™.. However, one does not ‘
f}ﬁ: rural-urban diffcre'ntjztls must have fallen. Even in those countries with ihe

(25) - See Jansal and Weeks (1987) and (1988), and the more comprehionsive forthcoming
-book, Africa Misunderstood. } L L L
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poorest growth performance (e.g., Ghana), the fall in real wages was far beyond
the decline in per capita GDP. Since for every country in the table the rural
population is in the overwhelming majority, it follows that wage incomes must
have fallen less than farm incomes. The implication of the table is that the urban
wage labour class has collapsed and disintegrated as a coherent economic group
in SSA countries, Certainly in the more populous countries of the region, where
a working class had emerged in the post-colonial period 2 wage income is no
longer sufficient fo support a family; nor is it sufficient to support the worker
alone in some countries (e.g., Uganda, Ghana, Tanzania, and Somalia)26.
Inexorably, the collapse of wage incomes has generated a single low-income
class in African cities, with households struggling to subsist on a precarious
combination of wages, casual work, trade, and semi-legal activities. And this
disintegration of the working class as a coherent class has extended to a
disintegration of the rural-urban distinction in household livelihoods. For
decades the trend in SSA countries, as in all modemizing countries, was towards
an increased differentiation and specialization in rural and urban populations.
The collapse of urban-based production and the decline of nonetary incomes in

the countryside has reversed this trend. This jast point proves important in the
discussion of the next-section,

1V. HOUSEHOLD SURVIVAL STRATEGIES

The most important factor influencing income distribution in SSA
countries over the last ten to fifteen years has undoubtedly been economic
decline itself. The impact of economic decline has bee uneven, however, partly
due to the substantial proportion of output in the region which represents
non-monetized subsistence production”’. Decline has fended to depress the
monetary sector of SSA economies more than the subsisience sectors, and this a
general law of economic cycles in underdeveloped countries, However, its
operation is not as obvious as it might seem. The obvious truth in the law is that
among self-employed producers consuming their own output a form of "Say’s

(26) This assertion is documented in Jamal and Weeks (torthcoming).

(27) Throughout this discussion "subsistence” praduction refers to output which is directly
consumed by the farm household, or wsed directly into the farm production process. Thus, the term
does not necessarily refer to 2 standard of living of the tatn family.
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‘Law" holds. Il one has' access to the means: to- produce and is' not engaged in

exchange to. any great extent, supply and demand must coincide since the
decision to produce and the decision to.consume are one and the sam.e. -
© - At the same time, subsistence: production should be viewed in its

relationship to activitiés which bring cash incomes, with subsistence production.
‘ini part representing: & choice forced upon people Whell‘l the monetary - sector
:contracts. When the: demand for cash crops:declines, as it has over the last ten.

'years for African peasants, agricultural households may have no other alternative

‘but 1o apply -their surplus availability of land: labour to subsistence. Where

conditions permit (i.e. accedd to land), erstwhile wage earners may take up

agriculture to survive (Uganda offers anextreme example of this, as we showed),

Thus, the tendency for monetary income:to dccling relatively to subsisten(%e
income is in part due to' the basic difference between ?he two (the laiter is
‘immune to demand failures), and also the result of the'st_uﬂ of tht? labogr fo.rcc-
from monetary (o non-moretary. aclivities: in: ordeg to survive in perlods.qf
‘economic decline. While subsisterice production by and large has held up during
the crisis, the decline of {he monetary secior may generate downiward pressures
o g SbRintenee income, b;yl..-j;‘u:rea’sing gQir}xpetitiop over _lanfi_. Reporis of a
reduction in tﬁc'p'roporlio'n‘of Iand lying fallow is cvll(_lcnce ot" thxgi_prcssure:.. |
oo As a result. of monetary sect:qrs'_(;qn_tr_actmg_relau'vely 10. subsastcm:.e
scélors, eco_ﬁomic decline in SSA countries has tended 1o shift .rcianvc' do.m.ctv,uc
income shares (including returns from both monetary and subsistence aclivities)
in favo'ur_:of‘ the rural sector™. Here it is imporlapt to. stress lhqt tl‘lc_urban
'ihfdrmail_.se'clbr_is _p_il'r_‘t“qfrlflgc;‘mo‘rl_eta;y ._cgonom_y‘ in all SSA countries, s0 a
decline in aggregate demand directly impacts. upon informal sector opf:ralors as-a
Wﬁoie, which is not necessarily the case for rural _housgholds lakm‘] as a group.
The decline of the moﬁctziry sectors involves income sllzlfts, not ‘redismbutnon as
such. When the monetary sector contracts, subsistence income rises relatively to

" cagh income, not because one group ga’in_S‘-Whal another loges, but bgca?_mse ca:h
-~ income is by ils nature more vulnerable to purely economic st.xocl_cs. 'Wl_thin :m
‘monelary econoinics, however, importani income shifis may arise which involve

redistribution as such. These shifts represent what is a basic tendency -wighiu the
“monelary sectors: the tendency for poweriul -econopli_c-agenls_!(? gail} ut_‘t.h.c

4 ..(28) The .n;oq.iifier “|.16|;1csﬂc" is hﬁﬁormnt, for there are & number of African counl:les for
which'income from externat sources is.quite. important,.the most important suurot‘:- of external income
is remi!!anées,‘ from the Gulf Siates (to Somalin and the Sudan, for example) and South Afdea. . -

iy .
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expense of weaker ones. Whether this is a general characteristic of monetary
€conomies is a matter of controversy., :

Factors gencrating the tendency for the weak to lose relatively to the
strong during contractions are well documented in the literature. Both theoretical
argument and empirical evidence suggest that larger producers are better able fo

car risk and uncertainty, and to survive their consequences, than smaller
producers®®, Cashcrop producers may incur debts, and the ability to survive
indebtedness until market conditions improve is positively related to producers’
accumulated wealth. Where Jand is freely alienable, indebtedness may result in
the loss of farms and permanent exclusion from the market for smailer
producers. Limited evidence suggest that landlessness s an increasing
phenomenon in SSA countries, though not as widespread as in Latin America or
Asia™, For the most part the development of a market for land is not sufficiently
advanced in SSA countries for market fluctuations alone to generale
bankrupicies and landlessness. However, policies 1o privatize land could
generate such a result, Under current land tenure systems, rural households in
SSA countries tend to retreat into subsistence when market conditions
deteriorate. As a resull, market shares of large producers would be expectd to

rise relatively to the shares of small producers during a period of economic
contraction (as has occurred in Kenya).

Discussion of rural income shifts in response to economic contraction
should not be confined to on-farm livelihoods alone, Rural non-farm activities
fepresent a substancial and growing contribution to household incomes,
occupying perhaps 20 per cent of the rural labour force in SSA countries in the
mid-1980s, particularly important for the poorer segments of the population™!..
Most of these non-farm activities are linked to cash crop agriculture and decline
sharply when rural money incomes fail. Thus, when rural cash incomes fall, all

(29) For a theoretical treatment, see Jofn Weeks, "Uncertainty, Risk and Wealth and Income
Distribution in Peasant Agriculture”, Journal of Development Studies 7,1 {October 197 1y and for a
survey of emplrical evidence, Michael Lipton (with Richard Longhurst), "Modern Varieties,
International Agricultural Research, and the Poor”, Consultative Group on International Research
(World Bank) Study Paper Number 2 (1985). ‘

(30) African land tenure systems and evidence of landlessness are treated in the following:
FAO, Report of the Rouad Table on the Dynamics of Land Tenuie and Agrarian systems in Africa
{Rome: FAO, May 19853 and Michael Lipton, "Labour and Poverty”, World Bank Staff Working
Paper (October 1982). ‘ ‘ '

(31) See Advisory Committee on Rural Development, Promaiion of employment and incomes
for the rural poor, including rural women, thraugh non-farm activities {Geneva: JLO, 1983},
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sources of money income tend to contract in rural areas. This point has obvious
implications for rural-urban migration. =~ ' L

T " “'Migration is both the theoretical and actual link between rural and
ban incomes, though’ in a much more complex way. than suggested by

: .Td:daro-'tyPe.moqlg_ls. One way to characlerize these models is to say that the{) are
‘5:gen¢ral_. equilibrium systems- constrained from_rez‘:lchlfxg- 't‘ull employmgnt Yy zlt
- '.rigi'd urban wage. Such analyses derive their inspiration from .1he. genera

-neoclassical one-sector model in which .a full cmploymem a_‘.oluflon_w;_(h a.ll
‘markets cleared is the consequence if no variables are constrained. In - this

formulation, unemployment and migration are wage or income gap phenomena,

" never demand phenomena. That is, urban employment is constrained by the

wage being too high (not by insufficient demand for output), and migration is l]}c
result of greater expected earnings in urban areas ‘(.nolt. push factors si _
agriculture). In the 1960s perhaps this was a usefuf S}mpllflcst‘llon, for n'mst S
economies grew at rales that kept them pressing against crucial constraints such .

* as skilléd labour, rather than product demand. Urban employment could not have

been increased by an expansion of aggregate demand alone, even had there be;n
no foreign exchange constraint on growth. However, even in the conlext :Qg lhg
1960s, it was questionable to believe that flexible wages could have cleared ( ]el
labour market. That belief involves a number of dubious assunjlpuons \;hzc
have been subjected to severe criticism within mainstream economic theory™, _
- Abandoning the partial -equilibrivm conclusion th_at wages ca;n
-equilibrate labour markets yields important conclusions in the African conitelxt. n
a demand-constrained situation a falling’ urbzfn-'rural income differentia 'cag
induce urban migration, contrary to the predictions of the wage«ijor(ljst;alniei
general equilibrium model. If the relevant decision unit is the extende: antl iy
(as rescarch on SSA countries suggests) and if families seek to main ain
themselves above. some target minimum poverty level, then falling incomes tg
either rural or urban areas can induce rather than discourage migration even to
where the. relative reward to labour has fallen. This apparenly gcrve‘?;e
behavior results because the avalilability of different for_ms of livelihoo —mg 1ng

(32): ﬂe most important’ of these is that no "false trading” can oceur (ef(chnnges ;!
diséquilibrium price). See Frank Hahn, Equilibrium and Macroeconomics (Oxfosd: Basil BI?;k\;;e ,
1984)' Lance Taylor, Structuralist Macroeconomics: Applicable models for rh.e Third Werld ( ow
\r;oric"anic Books, 1983), Chapter 2; and John Weeks, A Crifigue o_f Neycla.sstcal Macrogconq:.-mcs
{London; Macmillan, forthcoming). : C
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is constrained by demand. Thus, income seekers must take whal is available and
cannot make their choice on the base of relative rates of return.

Further, in a demand-constrained economy, a falling urban-rural
income gap may not have any predictable impact on the cvaluation by agents of
the advantages of seeking urban and rural livelihoods. If cash crop production is
limited by product demand, as it obviously is in 8SA counlries, then a rise in
rural incomes relatively to urban incomes is of limited relevance to urban
workers even if they have access to land appropriate for cash crops. In a
demand-constrained  situation, the consequence of urban  workers
shiftingtagriculture is either an increase in subsistence production or an
expansion of cash-crop output which drives down price and reduces the return to
rural work™.

V. CONCLUSION

The argument of this paper is that for the last two decades the
monetary seclors of African economies have been constrained by export
demand. So severe has been the constraint that the monetary seclors have in
several cases virtvally collapsed. This collapse has driven households, both

(33) A common response fo the preceding line of argument is to propose that export demand
is constrained by the exchange rate (i.e. that it is "overvalued™). This counter-argument assumes that
which it seeks to prove; i.e. it assumes that at the international level there is no demand constratnt,
This argument is a non sequittr. We take it as self-evident that the world sales of cocon, for example,
are limited by developed country demand, not by the prevailing exchange rates of the cocon-exporling
countries. Were one country, say Ghana, to devalue, it would have no impact on world demand since
cocon prices are fixed in dollars and nor cedis. At the most devaluation would bring higher cedis
prices to the farmers. Were Ghanan farmers thus inspired to increase oulput, their greater sales would
liave 1o come al the cost of cocoa Farmers in other counltries (since the world price would not have
changed). The basic difference in the devaluation argument between the developed country case and
the developing country case has not been suificiently appreciated by protagonists of the devaluation
remedy. To pursue the point further, while a developed country's exports may be priced out of the
market becnuse of an overvalved exchange rate, s developing counlry's exports can rarely be, since
prices on the international market are not fixed on the basis of internal costs. As said, were Ghana o
devalue and ber farmers did incrense their production in response to the higher prices and if Ghana
manages  put the increased supply on the market, her gain in sates would be at the expense of the
other producing countries. "Beggar thy neighboe” is a game any one coualry can pty  but not al!
simultaneously — yet the devaluation remedy is recommended to all and sundry within World Bank
and IMF structural adjusunent programmes.
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;

urban and rural to subsistence production. The constraints on subsistence
production in urban areas has had the effect of de-urbanizing urban areas, in }he
sense of stimulating links to rural areas through extended families and expanding

urban agriculture. It is a mistake to view these changes as bringing about -

allocalive efficiency. So severe has been the African economic crisis thal. lt}c
SSA region is in a process of economic reversion (of "involution™), which is in
its essence not merely economic decline but a process. of de-modernization and

underdeveloping. :

RESUMO: O autor aborda, de um ponto de vista macruccon()lmico, a quest;:io da_crise;;(?némlc; t;
seus impactos de estagnagio e declfpio nas estratégins domésticas de sobrevn‘wéncm na Africa ao |:
do Saara, envolvendo a problemdtica do colapso de setores da economin com a consequente
diminuigio da renda familiar mfnima por um perfodo que extrnl.mla o de um}enﬁmt:nu. passageiro.
Considera no final que se manifesta na regifo um fendmeno negativo de reversio economlc:f,

UNITERMOS: Africa ao Sul do Saara, macroeconomia, crise econdmica, rurnl-urbang,‘esimlégu.ls,.
reversdio econdmica negativa, o s i e
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