WEEKLY REVIEW – 3rd October 2005.
UK News
Credit Card spending falls
Borrowing on credit cards fell by £146m as card holders paid off more of their debts in August. For the second consecutive month consumers appear to be tightening their belt. The result of this fall in credit transaction has been a drop in retail sales. A recent banking industry report highlighted the long term decline in the popularity of credit cards. When credit card borrowing fell by £40m in April it was the first monthly drop since 1994. Data now shows that in the first eight months of 2005 borrowing on credit cards grew by just £0.8bn, compared with £3.8bn during the same period last year. 
Another trend in borrowing was also noticeable and that was in mortgage lending and the growth in fixed rate mortgages which in August they accounted for 54% of all home loans - the highest proportion since monthly records started in 1998. 
Some questions
1. Explain what is meant by (a) fixed rate mortgages and (b) retail sales.

2. Why might house buyers be increasing their demand for fixed rate mortgages?

3. Which industries might be the most affected by a fall in credit card transactions?

4. As an economist what would you predict is happening to the UK economy if credit card transactions fall and people seek less credit?
A short economic history of Britain - Part 2

In this the second of the series I shall be examining the role of empire in the growth of the

British economy. From the shores of Britain went forth a group of individuals who would

change the way in which large parts of the world traded. Some were simply responding to

with the lure of profit, whilst others believed that a new order could be brought to those

living in such places as India. I will also look at how Britain was affected by the wider

changes taking place in the global economy.

Empire - the early days

The role of empire in the economic development of Britain cannot be underestimated.

Britain exported some of its best minds to 'the colonies' and they went to be an essential

part in the spread of British influence across many regions of the earth. Britain was by the

closing days of the nineteenth century to have an empire that controlled one-fifth of the

globe and almost a quarter of its population - 372 million in total. But was the world

made into a 'better place' by this exercise in forcing other cultures to practice the ideals of

the British?

There is little doubt that many of those who journeyed to distant lands believed that they

were to be the deliverers of a distinct improvement in the lives of those for whom they

were responsible. Grand public works were to be a feature of life under the British. Other

attributes such as law and order, an impartial judiciary, education and of course

Christianity were to be the cornerstones of development of what in many cases were new

countries. Many had emerged from the discussions and compromises of the statesman of

the day and their trusted cartographers. This chapter in the history of Britain remains an

enigma. We have some pride for what was achieved but deep inside many wonder if some

of the ills of our own times evolved from what we did in the age of Empire.

As noted before it is difficult to decide on one date from which to begin the analysis. But

as good as any is the ending of the commercial arm of the East India Company in 1833.

The private adventurers could continue to make money from spices and drugs. The new

enterprise was to be a tax and govern organisation that would install in India much of the

progress that had culminated in the 1832 Reform Act in Britain. The British Empire

would bring reassurance and a sense of purpose to the otherwise superstitious people of

the east and in so doing release its energies into creating a new and vibrant nation.

Laudable words but perhaps the eloquence disguised what was in reality an opportunity to

make yet more money from those less fortunate than ourselves.

As William Hazlitt wrote it is 'the spirit of the age' and when coupled with the desire to

go out and practice 'world betterment' the stage was set for an age of both self-belief and

justification. In what for some might appear to be a strange fusion with the almost

evangelical desire of some to bring civilisation to the masses the utilitarian philosophers

of the time (Bentham and later J. S.Mill) also influenced the way some who journeyed to

the colonies felt about their mission. A new, more socially conscious generation was

emerging and they no longer considered the lord of the manor and his close associate the

vicar to be the purveyors of justice. No, they wanted such aspects of society enshrined in

law, e.g.; The Poor Law of 1834. However, not all the ideals espoused by the new

idealists met with agreement in the United Kingdom and this too may have led some to

seek a far-off place from which to preach their beliefs. This led to a highly literate and

mostly non-English contingent being the administrators of India in the early nineteenth

century. They took with them much of the 'enlightenment' movement, which was

especially strong in Scotland. Central to this was that local conditions should govern

policy and not the dictates of those in London.

So, we have in essence an uncomfortable paradox emerging in the largest of all the

country's colonies. On one side the East India Company wanted to forge via force a base

from which to build riches, whilst for a sizeable number of those sent to administer this

land they wanted to bring government and the liberties that had inspired them when back

at home. The East India Company had a vast army of sepohs (local men) and they needed

paying. To do this they levied taxes on the populace and probably created the germ from

which the nationalist movement was to grow. They also fought wars against local lords

and normally won. Though few ever noted that with one victory came the need to quell

the next district or ruler.

But back to the beginning of this chapter in the history of my country. Students of this era

might like to look into the thinking of such figures as Bentinck, Macauley, Trevelyan and

the influence of those such as Malthus (Economics teacher at Haileybury School) had on

some of these early administrators. The zeal with which they went about their crusade

must have been something to behold. They tried to end sati, the practice of a wife having

to throw herself onto the funeral pyre of her late husband and so die with him. Arrests

were common of those thought to be following cults not liked by the young English

gentlemen. To this they added the crusade to spread the use of the English language. In

1835 they had their way and young Indians were 'invited' to learn the language that was

changing their country for the better. So, they set in motion the creation of generations of

young Indians and eventually Africans who probably had a better knowledge of Milton,

Shakespeare and Chaucer than the majority of their British counterparts. Little, if any

attention was paid to the majesty of the works written in Sanskrit or the other tongues of

this vast land. In supporting this act of manipulation the idealists were creating a new

middle class, who would outwardly appear to be dark skinned Englishman - cricket and

all that!

This desire to educate an elite was also to isolate vast numbers of ordinary people and

make them see the government as something remote and unlikely to affect their lives.

Terrorities and their well-functioning local economies were absorbed into the British

administration and lost forever. It was not suprising to those who looked on with a more

sceptical eye that the ills associated with the march of industry in Britain were repeated in

this the largest of our colonies. Famine, disease and death on an unprecedented scale all

accompanied the march for westernising the locals.

The British Empire moved onwards and took with it vast wealth. Cotton, spices, precious

metals and other essentials for the industrial age were all extracted, shipped and utilised

in the new factories of the 'mother country'. In return British exports had ready-made

markets, especially amongst the emerging indigenous middle classes. They wanted to

appear to be British, so buying goods made in such places as Huddersfield, Leeds or

Rochdale was one way of illustrating the adoption of a foreign life style - though whether

they accepted the values of the empirical culture are another story!

The reality of Empire

The first thirty years of the British drive for Colonial supremacy in India are amongst the

bloodiest in our history. No one will ever be able to calculate the cost in human life but

after mutinies and brutal repression the rule of the East India Company was brought to an

end in 1858. From 1st November of that year India was under the direct rule of the

queen's representative. But would this change in management mean the end of the dream

of those driven by the age of enlightenment - allowing all men be given the right to

education and other liberties? Alas, it seems that those who favoured an ' indisputable

difference' between races were to be the winners. The British now used plantation owners

to produce the cargoes needed for their coastal strongholds. India was part of a well organised
economic system. A new, more 'manly' administrator was being sent to take

charge. Back in Westminster it was the age of Disraeli and the growing dominance of

modern capitalism. He liked Gothic churches, though he was by birth a Jew and paid

attention to philosophers such as Edmund Burke. He stood for church, country, and the crown

and ultimately Empire. Not for him was there a need to make the political process more

accessible to the poorer citizens, no he championed the need for clean water and decent

sewers. He believed that through economic wealth would come social progress. Set His

political opponents in Westminster were the Liberals and their leader Gladstone. He

embodied a different set of beliefs that focused on a platform of striving everyday to do

some good both for oneself and others. Virtue was a necessity and would lead to the

betterment of all. Disraeli won some of the most influential elections of the mid to late

nineteenth century and set in motion radical social change in Britain. He also saw the

benefits of empire and supported the expansion of British control throughout Africa and

elsewhere. He gave his blessing to the age of Durbars and other shows of Imperial pomp

that set the tone for this part of the British and their economic manipulation of large parts

of the world.

A brief history of British political and economic expansion

1815 Ceylon (now Sri Lanka), Cape Coast, British Guyana and several Caribbean Islands

1819 Singapore

1821 The Gambia

1833 The Falkland Islands

1840 New Zealand

1843 Natal

1843 - 74 Gold Coast, now Ghana

1857-8 Indian Mutiny

1867 Canadian Confederation

1875 Malaya

1886 British East Africa and Upper Burma

1891 Rhodesia

1896 Sierra Leone

1898 Anglo Egyptian Sudan

1900 modern Nigeria

1910 Union of South Africa

Other smaller holdings were acquired and some lucrative additions were added when

Germany surrendered her territories after World War One. Among the cargoes that

flowed in British ports were grain, meat, tea, cane sugar, and cotton. Jute, silk, rubber,

vegetable oils and wool. The Berlin Conference of 1884-5 effectively partitioned large

parts of Africa amongst the major European powers of Belgium, Britain, France and

Germany. Some other territories came under the control of either Portugal or Spain. The

former was a major colonial force in both southern and eastern Africa.

To assist British goods enter the large markets of many of the new colonies tariffs were

applied against other trading nations and when domestic supplies fell we simply increased imports
were ordered from the colonies. One such exercise in 1877-8 resulted in a much-needed

inflow of food supplies at home but starvation and death on a huge scale in India.

Reciprocal prosperity, which had been the ideal of those early administrators, was

replaced by institutionalised inequality. Rewards for British companies and their

shareholders were huge but at the cost of life and liberty to many of the colonial poor.

Recessions hit Britain and when they did it turned to the colonies for financial support.

The emergence of the US and Germany meant that Britain had to rely even more on

colonial demand for exports. By 1900 India was the largest market for British exports,

taking almost 10% of our output. They were forced to import cotton from Lancashire,

even though they had a successful textile industry of their own. Military expansion took

away large sums that would otherwise have been spent on infrastructure. The latter would

have benefited the indigenous population. The march of imperialism cost the mother

country dear and futile excursions in South Africa and what is now known as Afghanistan

reduced the Treasury coffers by many millions of pounds. Gladstone, the leader of the

Liberals used such escapades as evidence that the adventurers were evil and he even

thought that the subsequent recession was brought about as part of God's revenge. But the

British had economic problems nearer to home. Not for the last time Ireland became a

thorn in the flesh of the ruling classes and the country entered the era of Home Rule and

the eventual dividing of the country into what still exists as the 'six counties' and the

Republic. Being a major economic power was not an easy business and in what looks to

have been a foretaste of the ills being experienced by Washington, the British were

viewed by many with suspicion and in some cases outright hostility.

The century drew to its close with the Empire the largest land area ever to have been

controlled by one nation. Huge streams of wealth had been created and most transferred

back to the metropolitan power. But danger signs were appearing. Not only were the Irish

seeking more freedom, so to were some nationals in India and women too! In a strange

turn of fate one of the early suffragettes was the daughter of Lord Lytton, the Viceroy of

India! Ghandi was practising law in South Africa and the parents of those who would

emerge as the nationalist leaders of Kenya, Nigeria were celebrating the birth of their

sons.

The political map of Europe was moving towards the inevitable climax of the First World

War. True, the Empire has been hurt by the Boers in South Africa but as Queen Victoria

was laid to rest in 1901 Britain was the major economic force in the world. As we shall

see in the next part of this all too brief analysis its supremacy was about to be challenged

and ultimately its reign would end.

But before leaving this important period of British economic history we need to look at

where this island had influenced other global changes that took place during the

nineteenth century.

The integration of the global economy into a single interdependent whole formed one of

the main developments of the period 1870 to 1914. Three separate though inter-related

changes influenced this major trend in world trade. Firstly railways, which were mainly

built and often financed by the British. In 1870 rail transport was found in Europe and

North America but by the eve of World War One Canada, Russia and the Andes had

joined the steam age together with many smaller countries and China. Equally as

important was the expansion in shipping. Once again Britain and its dominions

dominated the early years of this period and gained much from the opening of The Suez

Canal in 1869.Towards the end of the period came the building of the Panama Canal in

1904 and the opening of an alternative sea route to the East. Finally, messages began to

travel faster and further. The first trans-Atlantic telegraph cable was laid in 1866 and by

the end of the nineteenth century most outposts of the British Empire had telegraph

connection with London.

These developments accompanied a huge increase in world trade. In 1860 Britain was the

largest trading nation on earth but by 1915 the US had caught it and Germany was close

behind. Britain was, however, the centre of the world's financial markets. It was the

largest lender, with over $20 billion invested overseas at the onset of war in 1914.This

was more than Belgium, France, Germany and Holland added together. Britain also had

more foreign investment than the US, though the gap was closing by 1914. A small nation

with only moderate domestic natural resources controlled much of world trade. It was

said that one-third of all goods in use anywhere in the world in 1914 had originated in

Britain. This bred both a sense of national pride and a growing resentment amongst

others. The ruling classes in Britain were proud of the majority of their achievements and

had the wealth to show it.

EU NEWS
Are the Swiss moving towards joining the EU?

The decision by the Swiss people to allow labour from the 10 new EU members to enter the country could be taken as yet another move towards integration of the mainland Europe and maybe even eventual entry of the EU by the Swiss. The labour accord is part of a series of agreements approved by voters in 2000 between Switzerland and the then-15 nation EU. It was meant to be extended automatically to new EU members, but opponents to the deal collected enough signatures to force a referendum on the issue. Under the plans, citizens of eight Eastern European countries as well as Cyprus and Malta, will be able to travel and work freely in Switzerland. However, the Swiss will apply quotas on the numbers coming until 2011. Swiss citizens will also be allowed to work and settle in the new EU countries. Switzerland is not part of the EU, but the bloc is its main trading partner and the government has been seeking closer integration with Brussels. In June, Swiss voters backed a plan to join a European passport-free zone.
Some questions

1. What essential principles of EU membership does the above vote represent?

2. Outline the advantages of the single market for a member state.
3. Why do some member states still not want to enter the ‘single currency’?
4. Which other countries are considering applying for membership to the EU and when?

An overview of Hungary:
An overview
	Annual data  
	 2002(a)  
	 Historical averages (%)  
	 1998-2002  

	 Population (m)  
	 10.1  
	 Population growth  
	 -0.3  

	 GDP (US$ bn; market exchange rate)  
	 65.8  
	 Real GDP growth  
	 4.3  

	 GDP (US$ bn; PPP)  
	 136.0  
	 Real domestic demand growth  
	 5.0  

	 GDP per head (US$; market exchange rate)  
	 6,530  
	 Inflation  
	 9.7  

	 GDP per head (US$; purchasing power parity)  
	 13,486  
	 Current-account balance/GDP  
	 -4.7  

	 Exchange rate (av) Ft:US$  
	 257.9  
	 FDI inflows/GDP  
	 3.7  


Background

Hungary was proclaimed a “workers’ and peasants’ state” in 1949. A rebellion in 1956 against communist rule was crushed by the Soviet Union. In the 1960s Hungary embarked on a series of economic reforms towards a market-based system, but there was little political liberalisation and reforms flagged. Janos Kadar’s government fell in May 1988 and free elections were finally held in March and April 1990. Reform-minded centre-right and centre-left coalitions have alternated in power since then, transforming Hungary into a fully functioning market economy.

Political structure

Hungary is a multiparty democracy. The unicameral parliament has 386 members: 176 from single-member constituencies, 140 from regional lists and 70 from a national list. The president, who is elected by parliament, has little power.

Policy issues

Hungary’s centre-left government continues to pursue the structural reforms required by EU membership, set for May 2004. It is also committed to the promotion of growth. However, it is constrained by a large fiscal deficit, which must be reined in if Hungary is to join the EU’s economic and monetary union (EMU) before the end of the decade. Since June, the National Bank of Hungary (NBH, the central bank) has raised interest rates by 6 percentage points in defence of the forint and long-term inflation targets related to EMU. 


Taxation

The corporate tax rate on reinvested profit is set to fall to 16% in 2004 after nine years of being levied at 18%. Automatic tax incentives for foreign-owned and joint-venture companies have been eliminated. A two-tier value-added tax (VAT) system has been in place since January 1st 1993. The current basic VAT rate is 25%, with a preferential rate of 12% for food, energy and some other items (this rate is set to rise to 15%). The rate for the employers’ social security contribution was reduced from 33% to 31% in 2001, and to 29% in January 2002. 

Foreign trade

After the fall of communism, there was a reorientation of trade to the West, with around three-quarters of Hungary’s exports now directed to the EU. Hungary ran large current-account deficits in the mid-1990s, but external balances improved along with export competitiveness. In 1998-2001 the current-account deficit showed steady improvement, but this changed in 2002-03, as wage increases outpaced productivity growth, and demand in the EU stagnated.

	 Major exports 2002  
	 % of total  
	 Major imports 2002  
	 % of total  

	 Machinery & equipment  
	 58.7  
	 Machinery & equipment  
	 52.0  

	 Other manufactures  
	 30.9  
	 Other manufactures  
	 35.5  

	 Food, beverages & tobacco  
	 6.8  
	 Fuels & electricity  
	 7.5  

	 Raw materials  
	 2.0  
	 Food, beverages & tobacco  
	 3.0  

	 Fuels & electricity  
	 1.6  
	 Raw materials  
	 2.0  

	    
	    
	    
	    

	 Leading markets 2002  
	 % of total  
	 Leading suppliers 2002  
	 % of total  

	 Germany  
	 33.7  
	 Germany  
	 23.9  

	 Austria  
	 8.2  
	 Austria  
	 7.7  

	 Italy  
	 5.4  
	 Italy  
	 7.5  

	 France  
	 5.2  
	 Russia  
	 6.0  


 2002
	GDP per head ($ at PPP)
	8,230
	8,890
	9,470
	9,930

	GDP (% real change pa)
	4.17
	5.15
	3.80
	3.30

	Government consumption (% of GDP)
	10.15
	9.84
	11.00
	11.05

	Budget balance (% of GDP)
	-3.20
	-3.48
	-5.15
	-9.65

	Consumer prices (% change pa; av)
	9.99
	9.82
	9.16
	5.29

	Public debt (% of GDP)
	61.21
	55.53
	54.04
	60.45

	Labour costs per hour (USD)
	1.81
	1.73
	1.95
	2.48

	Recorded unemployment (%)
	6.95
	6.38
	5.71
	5.82

	Current-account balance/GDP
	-5.11
	-6.25
	-3.39
	-4.27

	Foreign-exchange reserves (m$) 
	10,954
	11,190
	10,727
	10,349


 

 

Useful Web sites
http://www.budapestsun.com/
An English language newspaper published in Budapest

http://www.ssees.ac.uk/hungary.htm
University of London site relating to Hungary


Some useful EU sites to visit

http://news.bbc.co.uk/2/hi/europe/3595155.stm
A complete A-Z of ALL EU terms

An example of which follows with a clear explanation of Qualified Majority Voting

The Council of Ministers has two ways of taking decisions - unanimity, when everyone has to be in agreement - and qualified majority voting - a system of weighted votes. 

QMV is the most common method of decision-making, used in all but the most sensitive issues. 

Issues which are decided on by QMV are also voted on by the European Parliament. This means that the council and parliament act together in co-decision. 

Under QMV, each member state is given a certain number of votes in the council, weighted according to its size and population. For example, Germany, the EU's largest state, has 10 votes, while Portugal has five and Finland three. 

At present, there are 87 votes in the council, distributed between the 15 member states. 

The qualified majority means that 62 votes are needed to pass a proposal, rather than the normal majority of 44. 

At least half the population of the EU and half the member states must also be in favour of a motion for it to pass. 

The current position of EU regarding the Constitution

http://news.bbc.co.uk/2/hi/europe/3954327.stm
An example is that of Denmark

Referendum: Danes had been due to vote on 27 September 2005 in a legally binding referendum. But Prime Minister Anders Fogh Rasmussen said plans to hold the vote had been postponed because of the uncertainty caused by the French and Dutch rejections. 

The Danes argue that it is not clear whether the treaty on the table is still the definitive text and it would unfair to ask people to vote on it. "We would like to continue our process, we have prepared everything for the referendum, but of course we cannot put the treaty to a vote in Denmark if there's not a treaty to vote on," the prime minister said. Denmark is one of the more Euro sceptic members of the EU and opinion polls suggest the Danish public has been turning against the constitution. A Gallup poll in the wake of the French and Dutch "No" votes gave the "No" side 38%, against 34% for the "Yes" side. A poll by the same agency in May had the "No" side on 25%, compared with 45% for the "Yes" side. Denmark rejected the Maastricht Treaty in 1992 but adopted it in a second vote, after winning opt-outs, in 1993. Danes also voted "No" in a 2000 referendum on acceptance of the euro. 

A brief guide to EU Institutions
http://news.bbc.co.uk/1/shared/spl/hi/europe/04/eu_institutions/html/introduction.stm
For example The Council of Ministers

Council of Ministers   

The Council of Ministers is the EU institution which represents the EU member states. It is a many-headed creature and may bring together government ministers from each country, heads of government, ambassadors, or merely government officials. 

A summit meeting of heads of government is known as a European Council, while a meeting of ambassadors (or permanent representatives as they are termed) goes under the name Coreper. 

Many decisions are made by officials meeting in technical committees and are then merely rubber-stamped by ministers. 

Unlike the Commission, the Council of Ministers is not a supranational body but an intergovernmental one. 

It should not be confused with the European Council, which is the name given to the regular meetings - sometimes called summits - of the EU member states' heads of state or government. 

Regional and Cohesion Policy – 2007-2013.
http://europa.eu.int/comm/regional_policy/sources/docoffic/2007/osc/index_en.htm
The document that shows in detail the proposals for the Regional Policy scheduled for 2007 – 2013.
INTERNATIONAL NEWS

World Bank hopes on debt relief  

The World Bank hopes that in coming months it can begin to get the rich countries of the world to reduce the debts owed by the poorest nations on the planet. 

The first part of the Bank’s plan will the cancelling $40bn (£22bn) in debt owed to international lenders by poorer nations, mostly in Africa. 

So, just how much do the poorest countries in Africa owe?
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At July's G8 summit in Gleneagles agreed in principle to cancel the debts of 18 of the world's poorest and most heavily indebted nations. But since then little has been heard of who will receive the much promised debt relief and with developed economies now facing oil price increases some fear that the money and the political will may no longer be there for the promises made in the summer.
Some questions

1. Distinguish between (a) bi-later aid and (b) multi-lateral aid.

2. In what ways can major lenders reduce the debt burden incurred on a country?
3. Why is debt such a problem to the economies of Africa?

4. ‘Business is the way forward for developing economies’ was first put forward by Bauer over 30 years ago. Why do some economists believe that aid does not really benefit poor economies?
Some information on Economists

A timeline of famous economists

www.sluh.org/Pride/timeline.html
Current Economists

Modern economists with web sites.  

http://www.argmax.com
Photographs and details

A fascinating site that contains photographs of some of the most famous economists.  

http://qed.econ.queensu.ca/walras/bios/noted.html 

Economists

A site which gives details of many of those who have contributed to economics.  

www.econ.duke.edu/Economists
http://www.whitehouse.gov/
The official site of The White House – interesting to read and note how they cover news etc
www.econedlink.org
The excellent US National Council on Economic Education site which contains lots of lesson plans and exercises.

 Useful sites from across the Atlantic

http://www.wsjclassroomedition.com/index.html
The Wall Street Journal’s classroom

http://www.digitaleconomist.com/
The digital economist is a wide-ranging site full of useful information and links

http://www.rfe.org/
The resources for economists site which offers a comprehensive range of materials across the full range of student ability and age

http://www.econdata.net/
A site which offer connections to data stored on the web

http://www.pbs.org/wgbh/commandingheights/hi/
A specialist site dedicated to promoting a greater understanding of globalisation
 Some food for thought?
Africa - a personal analysis
 

For those charged with the responsibility of teaching young Africans the realities of the world in which they live it must be a difficult exercise to know where to start from. In this short piece I attempt to put down some 'markers' as to why the poorest of the continents finds itself in such a position.

 

Whatever ones political persuasion or interpretation of history certain facts seem to be universally accepted as having contributed to the current status of the majority of Africa's economies. These are:


* poor government


* the speed at which the colonial powers deserted their territories


* lack of access to technology


* inadequate education of the majority of their populations


* difficult climates in which to live and work


* highly questionable advice from generations of 'so called' experts


* poverty, hunger and disease


* increasing populations 


* ethnic divisions that cause overlaps in cultures across more than one nation state

 

It is therefore not surprising to discover that a journey through the statistics allows one to note that GDP growth has seldom kept up with population growth and that in many countries people are poorer than they were twenty, or even thirty years ago.

The initial euphoria of post colonial days may also have contained some inaccurate analysis. Growth figures looked to be encouraging in many of the former colonial states but then very few of us thought to discount the numbers to allow for the increase in urbanised population who in turn recorded a greater volume of monetised transactions.  

At independence much was hoped for and yet today so little has been delivered - why? 

 

Well, an expanding population needs feeding and that puts pressure on administrators, most of whom are located in cities, to try and increase yields in the agricultural sector. However well-meaning many of the schemes designed to build high outputs were the majority seem to have offered low prices and a lack of crop flexibility to farmers. They in turn held back on expansion, or in many cases ceased to grow cash crops. Those living in cities grew accustomed to tastes that could not be satisfied by the indigenous farming sector. Put these two trends together and one has a situation where too little food was grown and, for some, it was of the wrong type. Imports of food rose, costing valuable foreign exchange and threatening any stability that was apparent within the balance of payments. When gaps appeared in food markets they tended to be filled by imports from countries with grain surpluses. In Africa's case as domestic output fell so imports of US grown grains increased. Import dependency increased and within each successive generation fewer stayed on the land. Tastes widened, especially amongst the urban elite and within this widening of food demand was an increase in the demand for meat, which put even more pressure on grain crops to be allocated to animal rearing. Another problem that arose during the 1970's and 80's was the move to marginal lands. These seldom produced high yields and their owners were left to drift into the slums that grew around many of the continent's cities. In economies where few of those with the right to vote really appreciated what had happened to their economies the need for mismanagement to be addressed was much less than it would have been in the US or northern Europe. Those who were literate and had the financial resources started to move away. Some went to be educated and never returned to utilise their talents within the domestic economy, whilst others left to work for large organisations based in the US and northern Europe.

 

Farmers were not fools and they knew how to manage resources. Some of their practices might not have fitted into modern textbooks but they had the experience to manage valuable resources with skill. With poor incentives, lack of returns and blatant corruption it was not surprising to discover that strains appeared between what the planners would have liked to have seen and what the practitioners felt able and willing to deliver. In rural areas family size tended to remain stubbornly high but then the need for cheap labour was an enormous factor. As gathering wood and water became a more and more time consuming job so the use of child labour remained an essential part of any farmers planning. We cannot ignore the part virility and male vanity played in family size and the inability of many African women to control their own bodies and how they used them made them vulnerable to such diseases as HIV/Aids. 

 

Looking back to the days immediately after independence few would argue with the statement that ' the gap between expectation and realisation was mainly caused by unpreparedness’. Few, if any, of those charged with the responsibilities of government had experience of the challenges they would confront. To the seats of power they brought with them kinship networks and client loyalties that, to this day make it almost impossible to work through a day as a minister or senior civil servant without receiving deputations of 'relatives' or other interest groups. In those countries were a war of independence had been fought the level of expectation generated by the struggle was so great that no self-respecting government could have delivered all that was hoped for. Elsewhere, fragmentation, tribal conflicts, religious divides and the corruption that accompanied these 'divisions' within what were the creation of Victorian cartographers  led to civil wars, coups and a lack of consistency in government. 

 

In too many African countries those in power soon became the richest people in the land. Around them they built an army of civil servant and public officials who owed their own elevation to the middle classes to their continued loyalty to the Presidential entourage. Money flowed out of the continent in huge amounts e.g. Zaire. The ousting of one strong man led to him being replaced by another. The result of this greed was falls in real values of exports (partly the fault of trade tariffs in the developed world), declines in the standard of public goods such as roads, schools and hospitals and a total lack of trust in the democratic process to deal fairly with the masses. 

 

In short Africa had the unenviable image of hope and hopelessness, courage and despair. Somehow, amidst all the squalor the people manage to cope, survive, breed and die. For those of us 'looking from afar' all we could was offer programmes of assistance or adjustment. 

 

So, how does one conclude such an analysis? It would be easy to say that billions of dollars have been sent and spent on the continent and that some success stories can be found. But in reality the problems of the continent do, in my opinion, go deeper than those that money alone can solve. We have to remember that clocks can go both backwards as well as forwards. It took Europe many centuries to achieve the level of government it now has and as 'Brussels watchers' will tell you corruption is not reserved for Africa. So, what might have to be done? - 

 

Which way forward?
 

I was educated in the post Keynes era and received the wisdom of those who saw benevolent state intervention as the best way to develop a rational and more equitable economy. As the years have passed so I have seen heavy manufacturing migrate to low cost but high quality economies and have been made more aware of the reality of the law of comparative advantage. To this I have needed to add its more contemporary cousin, competitive advantage. The 'market' has become the one true way to economic and presumably social salvation. State-owned enterprises, including some in the public good sector have been outlawed as providers of over employment, inefficiency, non market prices and corruption. In countless economies a move has taken place to privatise once state-owned industries and de-regulate markets. The IMF, World Bank and even the EU have been seen to preach the doctrine of the free market and so it seems sensible for the poorest countries in the world to address their problems with at least a look at how free markets might reduce the poverty and chronic waste of life that is such a constant feature of the majority of nations that make up the continent.

 

Whilst looking at how de-regulated markets, the part private provision of what was once the domain of the state, we must not lose sight of an old, yet relevant fact of economic life - how do we deliver equity with excellence?

 

Globalisation is also a topic that needs to be addressed. For those who gather to demonstrate against it they see the forces of global capitalism as taking far more than they ever give back or leave in the poorest countries of the world. Though I too fear some of what is contained within the globalisation revolution I am also reading with interest the work of the young Swedish writer – Johan Norberg. He argues with passion and considerable weight of evidence the positives of mass capitalism. I would recommend anyone interested in seeking possible solutions to the waste of resources that is such a visible factor in Africa to at least read what he has written.
 
 
Which way will Africa turn? Will it build forms of social markets that ultimately aim to provide‘welfare net’ for the most vulnerable? Will it return to what some refer to as 'the survival of the fittest'? Or will the next generation of thinkers manage to chart a route through the enormity of what the continent faces by creating a new balance of private enterprise and public provision of those goods and services, which for many are an essential platform of any caring society? How will some of the world's poorest countries:


* increase their domestic savings ratios


* promote domestic-led investment


* encourage foreign direct investment


* develop value-adding industries 


* introduce high value added service industries


* ensure that the majority share in the wealth created – will they be able to increase spending on human capital investment, social welfare spending and other investments that develop a fabric within ‘society’ that future generations can feel proud of?

