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ABSTRACT

Since c.1945, there has been an ‘explosion’ of small-scale industrial activity in
Ghana. This thesis attempts to explain why this has happened.

First, developments in small industries during the colonial period are analyzed.
. Using new sources of data, it is argued that indigenous industries survived this period
and were of significant importance by the end of British rule in 1957. Next, changes
in the size and sophistication of these industries in the postcolonial period are
quantified. It is estimated that, between 1960 and 1984, the number of workers
employed in this sector more than doubled. There was also a clear increase in the
small industry sector’s sophistication.

A significant part of the thesis concerns government policy towards small
industries since c.1945. Extensive use is made of newly-released archival material,
particularly from the Nkrumah years (1951 to 1966). It is argued that, in general,
government policies cannot explain Ghana’s small industry expansion: although some
governments have championed the cause of small industrialists, their small industry
development programmes have been relatively small. Also, some government
policies actually have prevented small industry growth.

Given that the state cannot be accountable for the ‘explosion’ of small-scale
industrial activity, this thesis considers other possible reasons for this phenomenon.
This is done by examining previous studies of the small industry sector and using new
material from a survey of 40 small-scale industrialists conducted in 1996. It is argued
that Ghana’s small-scale industrial ‘explosion’ can be understood as one of the
consequences of Ghana’s pattern of economic development until the early 1960s,
followed by a period of prolonged and rapid economic collapse during the 1970s and
early 1980s.
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1 INTRODUCTION

1.1  Theoretical and Comparative Perspectives

Since the 1970s, interest in small-scale forms of economic activity in the Third World
has been increasing. In the African case, this development can be traced to the work
of Keith Hart! and the International Labour Office? on the so-called ‘informal sector’
in the early 1970s. More recently, interest has shifted from the activities of small
forms of economic activity in general, towards small-scale industries in particular.

There has been extensive research into small industries in Africa for several reasons.

The Economic Contribution of Small Industries in Africa

The primary reason for the study of African small industries (industry defined here
as the processing of raw materials, manufacturing and the repair of manufactured
products) is a practical one. As Liedholm writes, in Africa, ‘small firms dominate
the industrial scene’.> Firms employing fewer than 10 workers provide up to 90 per
cent of industrial employment in Sub-Saharan Africa. Those with fewer than 60
workers account for up to 64 per cent of industrial value-added in the region.’

Substantial small industry sectors exist in wealthier African countries such as Kenya,®

! Keith Hart, ‘Small Scale Entrepreneurs in Ghana and Development Planning’, Journal of
Development Studies, 6 (1970) no. 4, pp. 104-20. Keith Hart, ‘Informal Income Opportunities and
Urban Employment in Ghana’, Journal of Modern African Studies, 11 (1973) no. 1, pp. 61-89.

2 International Labour Office, Employment, incomes and equality. A strategy for increasing
productive employment in Kenya (Geneva, 1973), cited in S.V. Sethuraman, ‘Concepts, methodology
and scope’, in S.V. Sethuraman (ed.), The urban informal sector in developing countries. Employment,
poverty and environment (Geneva: International Labour Office, 1981), p. 11.

3 Carl Liedholm, ‘Small Scale Industries in Africa: Dynamic Issues and the Role of Policy’, in
Frances Stewart, Sanjaya Lall and Samuel Wangwe (eds.), Alternative Development Strategies in Sub-
Saharan Africa (London: Macmillan, 1992), p. 185.

4 Liedholm, ibid., table 6.1, p. 186.
3 Ibid., p. 187.

6 Peter Kilby, ‘Breaking the entrepreneurial bottle-neck in late-developing countries: is there a
useful role for government?’, Journal of Development Planning, 18 (1988), pp. 221-49.
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Nigeria and South Africa, as well as in poorer nations such as Tanzania’ and
Malawi.®

Surveys of African small industries indicate that important sub-sectors have
been the manufacture of textiles, wood-working, metal-working, food production and
brewing, as well as vehicle, shoe, electrical goods and bicycle repair.” Most small
industries have been located in rural areas.'® Moreover, small industries have not
been a transient feature of the African industrial landscape. Studies of the small-scale
industrial sector in Kenya conducted by House! and Mwega'? suggest that a
significant number of enterprises have been in existence for over a decade. Evidently
then, small industries have been playing a major rdéle in African economies.

Therefore, interest in their activities is warranted.

Small-Scale Industries in the English and Japanese Industrial Revolutions

A further reason for the study of African small industries derives from the changing
historiography of the Industrial Revolution in the West. In the English case, it used
to be argued that the Industrial Revolution marked a period of discontinuity, with
large-scale, high-technology, capital-intensive firms appearing suddenly from the late
eighteenth century.!®> Nowadays, however, with regard to the Industrial Revolution,

historians tend to stress ‘continuity, rather than change’.!

7 M.S.D. Bagachwa, ‘The Small Scale Industry Sector in Tanzania: a Review’, African Review,
2 (1984) no. 2, pp. 90-103.

8 Wim Ettema, ‘Small-Scale Industry in Malawi’, Journal of Modern African Studies, 22 (1984)
no. 3, pp. 487-510.

? Liedholm, ‘Small Scale Industries’, p. 187.
 Ibid., p. 189.

" William J. House, ‘Nairobi’s Informal Sector: Dynamic Entrepreneurs or Surplus Labour?’,
Economic Development and Cultural Change, 32 (1984) no. 2, pp. 277-302.

2 F.M. Mwega, ‘Informal Entrepreneurship in an African Urban Area’, Small Enterprise
Development, 2 (1991) no. 3, pp. 33-7.

3 T.S. Ashton, An Economic History of England (London, 1955), p. 125, cited in Maxine Berg,
The Age of Manufactures, 1700-1820. Industry, Innovation and Work In Britain (London, 2™ ed.:
Routledge, 1994), p. 14. E.J. Hobsbawn, The Age of Revolution, 1789-1848 (London, 1962), p. 28,
cited in Pat Hudson, The Industrial Revolution (London: Edward Arnold, 1992), p. 2.

1 David Cannadine, ‘British History: Past, Present—and Future?’, Past and Present, 116 (1987),
p. 183.
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One of the reasons for this revision has been the development of the proto-
industrialization concept. The term proto-industrialization was coined by Mendels to
refer to ‘traditionally organized but market-orientated, principally rural industry’,
which existed in England before the advent of ‘modern, factory, or machine
industrialization’.”® These proto-industries were mostly small, labour-intensive and
used little fixed capital.

According to Mendels, and others writing in a similar tradition, proto-
industries facilitated English factory industrialization in several ways. First:

proto-industrialization created an accumulation of capital in the hands of the
merchant entrepreneurs, making possible the adoption of machine industry
with its (relatively) higher capital costs.

Second, the skills developed in proto-industrial activities formed the basis of those
used in factory industries. As Samuel notes, ‘the mid-Victorian engineer was still
characteristically a craftsman, an "artisan" or a "mechanic" rather than an "operative"
or a "hand"’.'” Third, proto-industrial technologies complemented modern factory
technologies during the Industrial Revolution.'”® Thus, iron was smelted in the giant
furnaces of the Black Country but worked in small, back-yard smithies. Textiles
were manufactured in large, machine-powered factories in the Midlands, but tailored
by hand in small workshops.”® Finally, proto-industrial activities increased the
responsiveness of populations to full-fledged factory industrialization, when this
arrived. In this connection, Rowlands suggests that in the West Midlands, one of the
centres of the Industrial Revolution in England, the proto-industrial past meant that:

potent agents of change, such as the coke-fired furnace, the rotative steam
engine and the long-distance canals, were introduced ... not into an
agricultural society but into a region which had already served a long

15 Franklin F. Mendels, ‘Proto-Industrialization: the First Phase of the Industrialization Process’,
Journal of Economic History, 32 (1972) no. 1, p. 241,

16 Ibid., p. 244.

17 Raphael Samuel, ‘Workshop of the World: Steam Power and Hand Technology in mid-Victorian
England’, History Workshop: a Journal of Socialist Historians, 3 (1977), p. 40.

8 Ibid., p. 20.
9 Ibid., p. 17.
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apprenticeship to industrialization.?

Admittedly, in several instances, proto-industries failed to give birth to factory
industries.?? Moreover, as Coleman argues, industrialization in England appears to
be correlated more closely to a region’s proximity to coal and iron ore rather than its
proto-industrial past.? Nevertheless, at the very least, it is difficult to dispute
Mendels’ original contention that proto-industries provided the basic skills and
technology upon which England’s Industrial Revolution was based. As Mendels
remarks:

many of the machine builders of the industrial revolution in England had been
trained in the old handicraft industrial sectors, and they were in intimate
contact with the scientific advances of their time.?

This raises the question of the extent to which the concept of proto-
industrialization can be applied to small-scale industries in Africa today. The
evidence suggests that Africa’s small industries, like the proto-industries of early
modern England, have used labour-intensive methods of production, little fixed capital
and have been located in rural areas.”® However, unlike English proto-industries,
African small industries have not had a high degree of merchant capital penetration.

In the Japanese case, as in the English, small industries played a significant
part in industrialization. This is important, given that Japan is one of the only non-
Western countries to have industrialized fully. Before the Tokugawa Restoration in
1868, Japan had an agricultural economy, but non-farm by-employments were
common: up to 25 per cent of the farm population was engaged part-time in

commerce and manufacturing,” and around 55 per cent of rural income was non-

2 Marie B. Rowlands, ‘Continuity and Change in an Industrializing Society: the Case of West
Midlands Industry’, in Pat Hudson (ed.), Regions and Industries. A Perspective on the Industrial
Revolution in Britain (Cambridge: Cambridge University Press, 1989), p. 123.

2 Eckart Schremmer, ‘Proto-industrialization: A Step Towards Industrialization’, Journal of
European Economic History, 3 (1981) no. 10, pp. 653-70.

2 D.C. Coleman, ‘Proto-Industrialization: a Concept Too Many’, Economic History Review, 36
(1983) no. 3, pp. 442-3.

B Mendels, ‘Proto-industrialization’, p. 244.
2 Liedholm, ‘Small Scale Industries’, p. 189.

3 Nomura Kametaro, Mura meisaicho no kenky (Tokyo, 1949), ch. 5, cited in Osamu Saito, ‘The
Rural Economy: Commercial Agriculture, By-Employment and Wage Work’, in Marius B. Jansen and
Gilbert Rozman (eds.), Japan in Transition. From Tokugawa to Meiji (Princeton: Princeton University
Press, 1986), p. 406.
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farm in origin.?® During industrialization, small-scale industries survived: in 1930,
almost 60 per cent of manufacturing workers were in establishments employing fewer
than five workers.”” In the postwar period, small-scale industries have maintained
a large share of Japanese industrial employment in comparison to the West. For
instance, in the late 1980s, firms employing fewer than 50 workers accounted for 47
per cent of manufacturing employment in Japan, compared to 16 per cent in Britain
and 15 per cent in America.?

Just as in England, the existence of small industries facilitated the process of
industrialization in Japan. First, small-scale industrial by-employments endowed
agricultural workers with skills which were to be valuable in factory production.
Smith writes that the first generation of factory-workers:

thanks to by-employments, brought to their new employments useable crafts,
clerical skills and even managerial skills. Thus traditional weavers had no
great trouble learning to operate power looms ...

In addition, certain factory industries evolved directly out of smaller industries. For
example, Japanese bicycle manufacturing developed from the small-scale production
of spares for imported British bicycles.* Finally, according to Friedman, Japanese
manufacturing growth after 1945 was caused by ‘the dramatic expansion of smaller
producers throughout the nation’s economy’.3! Friedman contends that these small
producers have been flexible in terms of design change, product differentiation and
rapid response to altering market conditions. This has made them more efficient and

dynamic than the rigid, mass-scale American systems of production.®

% T.C. Smith, ‘Farm Family By-Employments in Preindustrial Japan’, Journal of Economic
History, 29 (1969) no. 4, p. 692.

7 Edwin O. Reischauer and Albert M. Craig, Japan. Tradition and Transformation (Boston:
Houghton Mufflin Co. 1978), p. 200.

2 Hugh T. Patrick and Thomas P. Rohlen, ‘Small-Scale Family Enterprises’, in Kozo Yamamura
and Yasukichi Yasaba (eds.), The Political Economy of Japan. Volume One. The Domestic
Transformation (Stanford: Stanford University Press, 1987), pp. 335-6.

» Smith, ‘Farm Family By-Employments’, p. 712.

¥ Penelope Francks, Japanese Economic Development. Theory and Practice (London: Routledge,
1992), pp. 224-5.

3 David Friedman, The Miracle Misunderstood. Industrial Development and Political Change in
Japan (New York: Cornell University Press, 1988), p. 2.

% Ibid., p. 20.
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Therefore, given the importance of small-scale industries in the English and
Japanese industrial revolutions (and indeed elsewhere: in Germany before 1914, 95
per cent of industrial enterprises employed fewer than ten workers)® there is good

reason to be interested in the activities of Africa’s own small industrialists.

African Small-Scale Industries and Changing Development Theories

Another argument for the study of African small industries relates to the end of the
consensus among development theorists from the 1970s, and the replacement of this
consensus with the paradigm of neo-classical economics in the 1980s.

Small-scale industries hardly featured in the prescriptions of the first
generation of development economists, who held that Western patterns of economic
development could be replicated in the Third World.>** Gerschenkron and Rostow
had little concern for small industries. Gerschenkron argued that, in ‘backward’

countries:

industrial labour, in the sense of a stable, reliable and disciplined group that
has cut the umbilical cord connecting it with the land and has become suitable
for utilization in factories is not abundant but extremely scarce.*

Thus, according to Gerschenkron, ‘backward’ countries usually industrialized through
the ‘application of the most modern and efficient techniques’.*® In other words,
industrialization in a ‘backward’ setting required high-technology and large, capital-
intensive factories. Rostow adopted a similar approach by suggesting that an
economy’s ‘take-off’ into an era in which ‘growth becomes normal and relatively

automatic’® required the emergence of a ‘leading sector’.’® Rostow’s ‘leading

sectors’ were typically large-scale and capital-intensive: railway-building in America;

3 Paul Kennedy, African Capitalism. The Struggle for Ascendency (Cambridge: Cambridge
University Press, 1988), p. 182.

¥ Rajnarayan Chandavarkar, ‘Industrialization in India before 1947: Conventional Approaches and
Alternative Perspectives’, Modern Asian Studies, 19 (1985) no. 3, p. 623.

3 Alexander Gerschenkron, Economic Backwardness in Historical Perspective. A Book of Essays
(Cambridge, Mass.: Belknap Press, 1962), p. 9.

% Ibid.

3 Walter W. Rostow, ‘Take-Off into Self-Sustained Growth’, in A.N. Agarwala and S.P. Singh
(eds.), The Economics of Underdevelopment (New Delhi: Oxford University Press, 1958), p. 157.

% Rostow, ibid., p. 178.
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the modernization of the armed forces in Russia, Germany and Japan; timber-
processing in Sweden.* Hence, Rostow did not consider that small industries had
an important part to play in an economy’s ‘take-off’.

‘Dual economy’ theorists conceived of a developing economy as a dichotomy,
with modern, industrial, large-scale, capital-intensive, high-technology enterprises on
the one hand, and backward, agricultural, labour-intensive, low-technology firms on
the other. This dichotomy ignored the small-scale industrial sector and again resulted
in an obsession with capital investment. Thus, Higgins asserted that ‘development
requires primarily large amounts of capital investment’,** while Lewis suggested
that ‘we cannot explain any ‘industrial’ revolution (as economic historians pretend to
do) until we can explain why saving increased relative to national income’.*!

To be fair, not all development economists opposed the notion of small
industry development. For instance, Hoselitz presented the case for small industry
promotion as early as 1959. Also, in the context of the existing industrial
technology of the immediate postwar years, development economists committed to
using a ‘big push’ of investment to break out of the ‘low level equilibrium trap’ were
obliged to opt for strategies of large-scale industrialization. After all, the small-scale,
‘appropriate technology’ route has been only a comparatively recent possibility.

Since the 1980s, development economists have become increasingly positive
about the rdle of small industries in economic development in Africa.** Indeed,
small industry promotion has been a central plank in World Bank and International
Monetary Fund Structural Reform Programmes which have been implemented across
Africa since the 1980s. For example, in 1985, during the early stages of the
Ghanaian Structural Reform Programme, the World Bank wrote that:

¥ Ibid., pp. 182-4.

“ Benjamin Higgins, ‘The "Dualistic Theory" of Underdeveloped Areas’, Economic Development
and Cultural Change, 4 (1956) no. 2, p. 113.

4 W. Arthur Lewis, ‘Economic Development with Unlimited Supplies of Labour’, in Agarwala
and Singh, Economics of Underdevelopment, p. 416.

“2 Bert F. Hoselitz, ‘Small Industry in Underdeveloped Countries’, Journal of Economic History,
19 (1959) no. 4, pp. 600-18.

4 Sanjaya Lall, ‘Structural Problems of Industry in Sub-Saharan Africa’, in World Bank, The
Long-Term Perspective Study of Sub-Saharan Africa. Volume Two. Economic and Sectoral Policy
Issues (Washington D.C.: World Bank, 1990), p. 106.

16



The vigor of industrial recovery will depend in large measure ... on the
responsiveness of small- and medium-scale entrepreneurs to the opportunities
being provided [by the Structural Reform Programme].*

There are several reasons for contemporary interest in small industries. First,
several studies suggest that small enterprises have certain economic advantages vis-a-
vis larger firms. Sethuraman notes that the informal sector—which essentially
consists of small firms—uses little capital, appropriate technologies and local raw
materials. It also generates demand for semi-skilled and unskilled labour,* both of
which have been in abundant supply in the Third World. By contrast, it often is
argued that large-scale industries in Africa have under-performed significantly in
terms of employment generation and the creation of backward domestic linkages.*
This is not to argue that the case against large-scale industries is infallible. It is
possible that market imperfections created by governments have encouraged large
firms to use capital rather than labour*’ and imported raw materials rather than
domestic inputs. It is possible that these market imperfections, rather than
diseconomies of scale, have weakened large industry’s performance compared to the
small industry sector. If this is true then the case against large-scale industries has
yet to be proven, although that would not be an argument for ignoring small-scale
industrial development.

A second reason for interest is small industries is their development of
indigenous technology appropriate for Third World factor endowments which,
typically, have been characterized by a relative abundance of labour to capital.

Technology is arguably the key to economic development.®® One of the reasons for

“ NAGA RG 6/6/146, World Bank, ‘Ghana: Industrial Policy, Performance and Recovery (Report
No. 5716-GH, 1985)’, p. 14.

4 S.V. Sethuraman, ‘The urban informal sector and development policy’, in Sethuraman, Urban
informal sector, p. 33.

% Tony Hawkins, ‘Industrialization in Africa’, in Douglas Rimmer (ed.), Africa Thirty Years On
(Portsmouth: Heinemann, 1991), pp. 130-54.

7 Hla Myint, The Economics of Developing Countries (London, 5* ed.: Hutchinson, 1980), p. 54
and ch. §.

8 Yoshihiro Tsurumi, Technology Transfer and Foreign Trade: the Case of Japan, 1950-66 (New
York: Amo Press, 1980), p. 13.
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the African problem of ‘growth without comparable development’*® during the
colonial period was the transfer of inappropriate technology from Europe to Africa.
As Austen and Headrick write:

from oceanic sailing ships through steam vessels and railroads, the transport
technology which Europeans brought to Africa was simply too
‘lumpy’—consisting of massive items which could not be reproduced in any
but an advanced proto-industrial system—to be incorporated by Africans.

It is clear that small industries in Africa have been developing appropriate technology
for local use: the informal machine makers of post-colonial Kenya, engaged in the
production of machine tools for bicycle accessory production, are a case in point.>!
A further reason for interest in small industries is that, in Africa, a significant
proportion of large firms have emerged from the ranks of previously small
enterprises. A survey of 64 firms employing between 11 and 200 workers in Nigeria
in 1965 found that 44 per cent of them originated in enterprises which once had fewer
than 11 persons.> A study of 42 enterprises in Sierra Leone in 1975 yielded a
corresponding figure of 30 per cent.”® In the Ghanaian case, there are two notable
examples of small industrial firms evolving into large concerns. Fan Milk started as
a small company in 1960, but now employs 280 workers and produces a wide range
of frozen confectionery products.® Nkulenu Industries began as a one-woman
business in the 1940s** and now employs over 50 workers in the manufacture of

jams, fruit juices, beverages and palm products for markets in Ghana, Europe and

9 Ralph A. Austen and Daniel Headrick, ‘The Réle of Technology in the African Past’, African
Studies Review, 26 (1983) nos. 3&4, p. 176.

% Ibid., p. 177.

5! Kenneth King, ‘Kenya’s Informal Machine-makers: a Study of Small-scale Industry in Kenya’s
Emergent Artisan Society’, World Development, 2 (1974) nos. 4&5, pp. 9-28.

32 J.R. Harris, ‘Industrial Entrepreneurship in Nigeria’ Northwestern University, PhD, 1967, cited
in Liedholm, ‘Small Scale Industries’, table 6.8, p. 202.

3 E. Chuta and C. Liedholm, ‘Employment Growth and Change in Sierra Leone Small Scale
Industry: 1974-80°, International Labour Review, 121 (1982) no. 1, pp. 101-12, cited in Liedholm,
ibid.

3 Letter from the Managing Director, Fan Milk, to Rajiv Ball, ref: AOL/EA/C.5, 26/04/1996.

% NAGA RG 7/1/32, ‘Memorandum on Lime Juice, Orange Squash and Marmalade Submitted by

Miss Esther Nkulenu, Food Industry, Christianborg’ to the Ministry of Commerce, Industry and Mines
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North America.*

Even so, a host of factors (ranging from poor managerial skills, backward
technology, lack of access to raw materials, credit and markets) impede the growth
of African small firms. Hence, it sometimes is argued that there is a low ‘graduation
rate’ from small to large firms in Africa. According to Onyeiwu, only 14 per cent
of a sample of small industries in Eastern Nigeria ‘graduated’ into large firms
between 1960 and 1991.” However, a sense of perspective is necessary here.
Given the very substantial number of small firms in Africa, even a low ‘graduation
rate’ would imply that a significant absolute number of small firms move into the
ranks of medium and large enterprises.

Not all development economists believe that small industries have an important
part to play in Third World industrialization. Little et al. have argued that Indian
small-scale industries, far from employing optimal amounts of labour and capital,
actually utilize resources inefficiently and therefore hinder economic growth.® They
conclude, from a survey of 345 industries engaged in shoemaking, printing, soap-
making, machine tool production and metal-casting, in and around Bombay, Calcutta
and Delhi in the 1980s, that ‘very often both capital and total factor productivity peak
in the medium range of 50-200 workers’.>® Wantabe arrives at a similar conclusion
using Japanese data.%

However, it is important to recognize that the findings of Little ez al., may not
be of much relevance to small-scale industries in either India or Africa. On the one
hand, Mead argues that Little ef al.’s methodology is flawed, and their contention that

it is ‘the medium-size, not the small that is beautiful’,*! is a ‘most surprising

% Interview with Miss Ester Nkulenu, founder of Nkulenu Enterprises, conducted in Madina on
23/4/1996.
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Nigeria, 1960-91°, Journal of International Development, 5 (1993) no. 5, table 3, p. 505.
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A Comparative Study of India and Other Economies (New York: Oxford University Press, 1987).

% Ibid., p. 306.
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¢ Little et al., Small Manufacturing Enterprises, p. 126, cited in Donald C. Mead, ‘Small
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conclusion ... only weakly supported by weak data’.> Also, it could be that the
reasons for the apparent inefficiency of India’s small industry sector are specific to
Indian small firms, and not to small firms in general.® This may be a result of the
substantial degree of protection that the Indian government has provided this sector
since 1947.%

There is African evidence to support the contention that small-scale industries
use capital efficiently and provide jobs cheaply. In an investigation of the beer
industry in Botswana in 1982, Haggblade found that small brewers were more
efficient and generated a higher level of employment than large-scale producers.®
In Ghana, Aryee’s study of small-scale manufacturing in Kumasi in 1975 found that,
for each cedi of capital invested, small-scale manufacturers produced significantly
more value-added than large-scale industries.® Van Heemst came to a similar
conclusion from a survey of 27 Ghanaian shoe producers in 1976 and 1977.9
Likewise, from an examination of small industries in the Ghanaian towns of Accra,
Aburi and Nsawam in 1977, Steel argued that ‘the data do not show any direct
conflict between employing more workers through expanded investment in the small-
scale sector and maximizing industrial output’.®

In short, evidence from Africa, and indeed from elsewhere in the Third
World,” suggests that small-scale industries do have a crucial réle to play in

industrialization today.
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1.2  Small-scale Industries in Ghana: Literature to Date

Turning to the Ghanaian case of small industry development, it generally is argued
that there has been an expansion in small-scale industrial activity since the Second
World War, with most of this occurring since ¢.1970.”° Whether this expansion
actually occurred, and if so, its exact characteristics, will be examined in detail in
Chapter Three. First, it is necessary to analyze critically the literature explaining this

growth and to identify its deficiencies.

Supply-Side Explanations of Small Firm Growth

The literature on small-scale industries in the Third World usually locates the
dynamics of small firm growth in two areas: the supply of factors of production
necessary for small firm development (such as capital and labour) and the demand for
the products of small firms.”

In the Ghanaian case, the ‘supply-side’ approach is expounded by Marxist
theorists such as Kwame Ninsin.”? Ninsin argues that the growth of the ‘informal
sector’ (to which, according to Ninsin, small-scale industries belong)™ can be
explained in terms of the inability of the formal capitalist economy to create jobs for
the growing labour force. As Ninsin writes, the ‘informal’ sector:

refers to that array of precarious economic activities which have become the
haven of people seeking desperately to eke out a living because they are
unable to secure wage or salaried employment in the formal capitalist
sector.™

Thus, according to Ninsin, the ‘informal sector’ is the ‘dumping ground for

unemployed labour’.” Here, Ninsin echoes what Engels wrote of England in the

™ Jonathan Dawson, ‘Development of Small-scale Industry in Ghana—A Case study of Kumasi’,
in Henk Thomas, Francisco Uribe-Echevarria and Henny Romijn (eds.), Small-Scale Production.
Strategies for Industrial Restructuring (London: Intermediate Technology Publications, 1991), pp. 173-
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Publications, 1991).
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mid-nineteenth century, the ‘surplus population’ of which kept ‘body and soul
together by begging, stealing, street-sweeping, collecting manure, pushing hand carts,
driving donkeys, peddling or performing occasional jobs’."

At times, non-Marxists too have explained the development of small-scale
industries and the ‘informal’ sector in terms of the inability of the formal sector to
provide adequate income opportunities. For example, Munro contends that, in post-
colonial Africa:

as the demographic dynamic met the rising capital-intensity of the ‘modern
sector’, or the larger capitalist enterprises, there was an expansion of
employment in small-scale urban services—what surprised economists would
call the ‘informal sector’ once they had finally discovered it.”

Azarya and Chazan argue that the expansion of the ‘informal’ economy in Ghana
since independence represents a ‘hedge’ against instability and the declining
performance of the state.” Similar explanations exist for the development of small-
scale industries in Kenya™ and Indonesia.®® Thirsk has suggested that, in early
modern England, rural small industries appeared first in regions where income
opportunities from farming were most restricted.®

Ninsin’s explanation for the growth of Ghanaian small-scale industry is
appealing. Recorded per capita income fell almost 40 per cent from 1974 to 1983.%
By the 1980s, formal sector wages had become inadequate to support a family.

According to one estimate, the academic salaries of senior members of the University

6 F. Engels, Conditions of the working class in England in 1844 (London, 1920), p. 85, cited in
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of Ghana covered only one-third of their total monthly expenditures in 1985.8 With
waged employment providing so little income and, in any case, being difficult to find,
Ghanaians have had to use small-scale industrial employment specifically and the
‘informal sector’ more generally, in order to survive.

However, there is a problem with the Ninsin hypothesis. This derives from
its failure to distinguish between those entering the small industry sector as employees
and those entering as entrepreneurs. For prospective employees, there are virtually
no barriers to entering small industries. Most do not require any industrial skills,
since these are learnt on-the-job through the apprenticeship system.®* Thus, in the
case of employees, the growth of small-scale industries in Ghana can be thought of
as being poverty-driven, since significant numbers of workers, unable to find
employment elsewhere, have sought to ‘eke out a living’ in the informal sector.

Yet for there to be employees there needs to be entrepreneurs to create their
jobs. It is here that Ninsin’s hypothesis is deficient. Those entering the small
industry sector as prospective entrepreneurs do face barriers to entry because they
need to acquire skills and accumulate capital. In certain instances, these entry
barriers may be small. For example, food-processing probably requires little start-up
capital, while the necessary skills can be learnt within the household. However, in
other sectors, the barriers to establishing a small firm may be considerable:
prospective machine manufacturers probably require both very specific technical skills
and substantial sums of capital.

Besides, if small industry growth is a function of poverty alone, then poor
African countries in general would be expected to have comparatively substantial
small industry sectors. This has not been the case. In 1983, Black Africa’s per
capita income was well below Ghana’s.®® However, with the exception of Nigeria,

it is not known that small-scale industrial sectors comparable in size and
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sophistication to Ghana’s exist anywhere else on the African continent.

Demand Side Explanations of Small Firm Growth
While Ninsin focuses on the supply side of small firm creation, Jonathan Dawson
concentrates on the demand side of the equation. Dawson contends that, as foreign
exchange became scarce in the 1970s, formal sector industries collapsed and
manufactured imports became scarce. According to Dawson, this resulted in an
‘economic vacuum’® which stimulated demand for small firm products, and resulted
in small-scale industrial expansion. Dawson substantiates this explanation with
reference to the small-scale vehicle spares industry, which grew as foreign exchange
for the import of vehicle spares contracted in the 1970s. At the same time, the local
Guinness factory stopped packaging its bottles in imported cardboard and switched
to using wooden crates produced by the small-scale carpenters of Anloga.®
Dawson’s hypothesis is useful because it draws attention to the fact that there
would be no small industrial firms if the demand for their products did not exist.
However, there are problems with this explanation as well. First, Dawson’s focus
on the demand side neglects unduly the supply side of small firm creation. As noted
already, prospective entrepreneurs probably face barriers to entering the small firm
industrial sector (p. 23); they do not appear on the scene simply when a demand for
their services exists. As Peter Kilby writes in reference to the development of
entrepreneurship in Africa:

complex organisms—whether they be plant, animal or social—do not spring
into existence robust and fully operational. They develop from fragile
beginnings, gaining strength over time.®

A further problem is Dawson’s assumption that the collapse of large-scale
industrial production in the 1970s and early 1980s increased the demand for small-
scale industrial products. This assumption is possibly false, for during the years of

large-scale industrial collapse, recorded per capita income was also collapsing, which

% Jonathan Dawson, ‘The Wider Context: the Importance of the Macroeconomic Environment for
Small Enterprise Development’, Small Enterprise Development, 1 (1990) no. 3, p. 44.

§ Jonathan Dawson, ‘Small-Scale Adjustment’, West Africa, 28/12/1988, p. 2439.

8 Peter Kilby, ‘Manufacturing in Colonial Africa’, in Peter Duignan and L.H. Gann (eds.),
Colonialism in Africa, 1870-1960. Volume 4. The Economics of Colonialism (Cambridge: Cambridge
University Press, 1975), p. S11.
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would suggest, a priori, that the overall market for industrial goods was contracting.
Therefore, to argue that the foreign exchange crisis and the collapse of the large-scale
industrial sector created the ‘economic space’ for small-scale industries is simplistic.
If small industries carved out an increasing share of a contracting market for
industrial products, then there may well have been other factors at work besides the

fall in competition from large-scale industrial producers and imported manufactures.

1.3  The State and the Development of Small-scale Industry in Ghana: Issues
and Hypothesis

Given the inadequacy of the existing literature, this thesis attempts to offer a more
comprehensive explanation for the growth of small-scale industries in Ghana since
c.1945. To this end, the thesis investigates two main issues and tests a central

hypothesis.

Quantifying Small Industry Development Since 1945

The first main issue is the quantification of developments in Ghana’s small-scale
industrial sector since ¢.1945. This subject has not been researched adequately. The
size and characteristics of Ghana’s small-scale industrial sector at the end of the
colonial period are unknown. Evidence concerning the years since the 1960s points
to expanding employment and increasing sophistication in this sector, but is still thin

and requires substance.

Government Policy Towards Small-Scale Industries Since 1945

The second main issue is the influence of government policy on small industry
development. North argues that governments have a major réle to play in economic
~ development generally by ‘getting the prices right’, as well as establishing, and
facilitating the enforcement of, property rights.® According to Gerschenkron, in

‘backward’ economies, governments have a major part to play by acting as the ‘the

 Douglass C. North, ‘The New 'Instifutional Economics and Third World Development’, in John
Harriss, Janet Hunter and Colin Lewis (eds.), The New Institutional Economics and Third World
Development (London: Routledge, 1995), pp. 17-26.
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primary agent propelling the economic progress of the country’.%

In post-colonial Africa, the development of small industry, which is, in a
sense, the development of private capitalism, cannot be understood adequately without
reference to the activities of the state.”® Although African governments typically
have consumed a small proportion of national income, their influence on African
economies through various controls has been huge. As Iliffe contends:

everywhere in Africa, the practical problems of government bureaucratic
inefficiency and obstruction, foreign exchange shortages, corruption and the
like—have been major obstacles to entrepreneurial success.”

David Andoh, a former Chairman of the United Africa Company Ghana, noted the
importance of Ghanaian government policies on the private sector in a lecture
delivered at the University of Ghana in 1978:

The first consideration for investment must be the attitude and policies of
Governments ... they have it in their power to either throttle business or
conversely allow it to flourish and make its full potential contribution to
national development.®

Hence, to understand the growth of Ghanaian small-scale industry, it is essential to
consider government policy towards the private sector in general and the small
industry sector in particular.

Iliffe has proposed that, in post-colonial Africa, the state ‘as a very broad
generalization’,* has adopted one of three approaches towards private capitalism.
The first has been to ‘prevent the emergence of private African capitalism in any
form’.*® According to Iliffe, Ghana followed this model between 1961 and 1966,

as did Guinea, Mali, Benin, Somalia and Tanzania at various times since the
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1950s.”” The second approach has been one of “parasitic capitalism’, that is, the use
of state power for the material gain of those connected closely to the state.®® This
occurred in post-colonial Zaire, when the Zairianization measures of 1973 and 1974
transferred almost all foreign-owned enterprises into the hands of some 2,000 Zairian
‘acquirers’.”® The third stance has been one of ‘nurture capitalism’'® or the use
of the state as a vehicle for the advance of indigenous capitalism. Hence, the Kenyan
state provided capital for Kenyans to buy out European farms in the early 1960s and

' In

passed legislation to parachute Kenyans into wholesale and retail trading.'
Nigeria, the Africanization decrees of the 1970s shifted economic control towards
private Nigerians.!®

What, then, has been the attitude of the state towards the development of
private capitalism and small-scale industries in Ghana? Generally, it is thought that
after the Second World War, governments across West Africa became more active
in economic development.!® Yet for the period between 1945 and 1951,
government policy towards the development of indigenous private capitalism and
small-scale industries remains unclear. Stockwell has written about the relationship
between British business and industrial development in the Gold Coast, but offers
littte on the government’s specific relationship with indigenous industrialists.!'®
Bowden’s work on British colonial policy in West Africa examines the period up to
1948, but from the perspective of the Colonial Office in London and not the colonial

government in Accra.'®
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For the Nkrumah years, 1951 to 1966, it usually is agreed that large-scale
African private capitalists either were subsumed under a policy of étatisme or were
subordinated to the interests of foreign capital. This process has been well-
documented by Killick,'® Esseks'” and Garlick.'® However, government
policy towards small African businessmen has yet to be analyzed comprehensively,
except for the work of Rathbone, who argues that, before independence, Nkrumah
received support from ‘aspirant’ small businessmen.!® With the advent of
Structural Adjustment Programme in 1983, the attitude of the Rawlings government
towards the development of private capitalism has been researched in detail. It is
now commonplace to argue that the government has adopted a positive attitude
towards the development of private capitalism and small-scale industries, although,
at times, both rhetoric and substance have suggested otherwise.'!®

However, for the period between Nkrumah’s overthrow in 1966 and the
advent of structural reform in 1984, the state’s policy towards indigenous private
capitalism is unclear. Killick’s major study of the Ghanaian economy closes shortly
after 1966, covering only briefly the period to military coup of 1972.""" Rimmer’s
work on the Ghanaian political-economy since the 1950s offers an overview of
developments in the economy during the 1970s, but no detailed analysis of

government policy towards indigenous private capitalism.!’? Yet the years from
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1966 to 1983 were clearly significant in the development of Ghanaian
entreprencurship. The government legislated substantial sections of the economy into
the control of Ghanaians through the Indigenization Decrees of 1968 and 1970. At
the same time, these years marked the beginning of what Dawson terms Ghana’s

small-scale industrial ‘explosion’.!?

Hypothesis
It is hypothesized that the expansion of small industries since 1945 has been one of
the consequences of Ghana’s particular history of economic development until the
1960s, followed by the specific manner of the country’s subsequent economic
collapse. |

In outline, Ghana’s experience of economic development and collapse can be
described as follows. By 1960, income per head was approaching £70,"* a figure
higher than that in most Black African countries at the time. Levels of human and
physical capital formation were high by African standards.'”  Indigenous

116 and, as this thesis will

entrepreneurship was well-developed in farming, trading
show, small industries. During Nkrumah’s ‘big push’, large-scale state industries
proliferated.!'” However, the ‘big push’ turned sour: between 1962 and 1974,
Ghana’s recorded per capita income stagnated, before falling almost 40 per cent
between 1974 and 1983.'" Imports fell severely,”® and the Government’s

administrative capacity collapsed.'® As the economy contracted, the parallel
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market or kalabule expanded,' while hundreds of thousands of Ghanaians
emigrated in search of better living conditions.’? Yet despite this collapse, the
education system expanded throughout the period, and by 1986, the proportion of
children enrolled in secondary education was higher in Ghana than in the wealthier
Coéte d’Ivoire and even Botswana.'?

It is hypothesized that this particular experience of development followed by
collapse can account for much of Ghana’s small-scale industrial ‘explosion’. For
example, it is postulated that the large-scale industries established during the ‘big
push’ provided a pool of skilled labour and capital for later small-scale industrial
expansion. The growth of the education system added to the pool of skilled labour.
Meanwhile, kalabule provided one of the sources of capital used to finance small

industries.

Methodology and Structure of Thesis

Chapter Two examines the activities of small industrialists in the Gold Coast before
1945. This chapter demonstrates that, on the eve of independence, there was already
a sizeable small industry sector to provide the foundations for post-colonial small
industry expansion. The material for this chapter is drawn from the observations of
visitors to, and officials in, the Gold Coast, as well as newspapers and government
records.

Chapter Three surveys the small-scale industrial landscape in the immediate
postwar decades and argues that the scope for further small industry expansion was
great. This chapter also constructs a definition of small-scale industry and, using this
definition, analyzes quantitative and qualitative changes in Ghana’s small-scale
industrial sector since the Second World War. It is argued that small industry
employment has increased since c.1945 and small industrial firms have become

increasingly sophisticated.
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Chapters Four to Eight document government policy towards small-scale
industries from c.1945 to ¢.1992. Much of the analysis for the period up to c.1966
is based on internal government documents in the National Archives of Ghana. In
particular, Chapter Five examines the Nkrumah Cabinet Papers, which have yet to
receive serious academic attention. Other sources include published policy
documents, parliamentary debates and newspaper reports. For the period after
c.1966, most of the archival material on government policy is still closed to the
public. Given this, together with the dearth of published sources on the state’s
relationship with small-scale industries, the analysis is broadened to include the state’s
dealings with the indigenous private sector more generally. Although this is not an
ideal approach, it is legitimate because small-scale industries are a sub-set of the
private sector. Hence, by analyzing policy towards the private sector generally, it is
possible to arrive at some useful conclusions about policy towards small-scale
industries specifically.

The issue of policy is dealt with on two levels. First, there is an investigation
of governments’ public rhetoric and, where archival sources permit, their private
language. A government’s public rhetoric is important because persistent hostility
towards small industries probably discourages businessmen from establishing such
firms. Government rhetoric provides useful clues on the intentions of government
policy as well. Second, actual government policies towards small industries are
examined with a view to understanding their réle in Ghana’s small industry
‘explosion’. The general conclusion of these chapters is that direct government policy
cannot account fully for the expansion of Ghanaian small-scale industries. In fact,
governments have impeded the development of this sector on numerous occasions.

Chapters Nine and Ten test the hypothesis that the growth of small-scale
industries has been a result of Ghana’s particular experience of development followed
by collapse. This is done by reviewing critically the findings of previous surveys of
Ghana’s small industry sector, and analyzing data from 40 in-depth interviews which
I conducted with small-scale industrialists in Kumasi in 1996. Some of the material
from this 1996 survey is used in chapter Seven to provide tangible examples of the
effects of government policies on small industries in the 1970s. The final chapter

concludes the thesis by discussing some of its main findings.
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2 SMALL-SCALE INDUSTRIES DURING THE
COLONIAL PERIOD, ¢.1800-c.1950

This chapter examines issues relating to small-scale industries in the Gold Coast
between the beginning of the nineteenth century and the end of the Second World
War. In Section One, the characteristics of small industries before the establishment
of British rule are considered. Section Two assesses what impact the region’s
integration into the world economy had on these industries and argues that, instead
of dying out, many survived and expanded. Section Three investigates the reasons
for this and for the failure of small industries to expand further. Section Four
considers the period between the World Wars, and suggests that there was a profound
structural change in the nature of indigenous industrial activities. This change marked

the evolution of the modern small-scale industrial sector in Ghana.
2.1 Small Industries in Precolonial Ghana

In the early nineteenth century, most of the geographical area known today as Ghana
was under the suzerainty of the Asantes, although the Fante states to the West of
Accra maintained a limited degree of self-control.! Given Asante’s dominant
position, this chapter considers the development of small-scale industries with
particular reference to Asante, but occasionally to other areas.

In precolonial Ghana, there existed a wide variety of small industry activities.
An important one was iron-smithing. According to John Beecham, who collated the
observations of visitors to the Gold Coast in the 1830s, iron was manufactured ‘to a
considerable extent’.? Iron products included farm implements, hinges, bolts,

swords, knives, rings and chains; there was also some repair of firearms.* With

! Edward Reynolds, ‘The Gold Coast and Asante, 1800-1874’, in J.F.A. Ajayi and Michael
Crowder (eds.), History of West Africa, Volume Two (Harlow, Essex, 2™ ed.: Longman, 1987), pp.
215-9.

2 John Beecham, Ashantee and the Gold Coast (London, 1841), republished (London: Dawsons of
Pall Mall, 1968), p. 146. :

3 Joseph Raymond LaTorre, ‘Wealth Surpasses Everything: an Economic Histdry of Asante, 1750-
1874’, University of California, Berkeley, PhD, 1978, p. 46.
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regard to iron-smelting, Bowdich observed in 1817 that the ‘interior neighbours’ of
Asante knew how to do this, although the Asantes themselves had ‘no idea of making
iron from ore’.*

Another common industrial activity was goldsmithing, since grains and nuggets
of gold were found in many parts of Asante. In the royal court at Kumasi, gold held
a particular symbolic value and thus Kumasi was a magnet for goldsmiths.> Wood-
working and textile manufacture were also commonplace. Wood was found in many
parts of precolonial Ghana, and carpenters’ main products included stools, umbrellas
and musical instruments such as guitars.® There was also some canoe-building along
the Coast.” In the textile industry, the main inputs were both locally-produced and
imported. On the one hand, cotton often grew in the wild and dyestuffs were
obtained from local plant products. On the other hand, yarn was imported from
Europe and India, or obtained by unravelling imported cotton pieces and silk cloth.®

A variety of less common industries existed too. These included: pottery,’
the tanning and working of leather,'® basket-making," palm wine fermentation,
rope-making® and the manufacture of beads." In addition, there was some

smithing of metals such as copper and brass, particularly around Kumasi.'®

* T. Edward Bowdich, Mission from Cape Coast to Ashantee (London, 3rd. edition: Frank Cass,
1966), p. 312.

5 LaTorre, ‘Wealth Surpasses Everything’, p. 47.
§ Ibid., p. 313.

7 J. Kopp, ‘Eine Wolta-Reise auf dem "Pionier
fur Thiiringen zu Jena (Band 1, 1882), pp. 71-8.

8 LaTorre, ‘Wealth Surpasses Everything’, p. 51.

9 Beecham, Asantee and the Gold Coast, p. 147.

10 Ibid. Bowdich, Mission from Cape Coast, p. 313.
1 LaTorre, ‘Wealth Surpasses Everything’, p. 52.

12 Henry Meredith, An Account of the Gold Coast of Africa: with a Brief History of the African
Company (London, 1812), republished (London: Frank Cass, 1967), p. 26.

3 Ibid.
" LaTorre, ‘Wealth Surpasses Everything’, p. 52.
5 Jbid., p. 48.
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Markets for Small Industry Products

It is possible to distinguish two markets for small industry products in precolonial
Ghana. The first was what LaTorre has termed the ‘stoolholders’ market’,'s which
served the consumption needs of the ‘leisure class’.!” This ‘leisure class’ consisted
of the various chiefs of the stools around Asante as well as the Asantehene and his
court at Kumasi. The importance of state demand for manufactures was not unique
to Asante among precolonial African states. For example, in Masina, the state’s need
for armaments stimulated local crafts there.'

The court at Kumasi created demand for small industry products from the
neighbouring area because it had an income above its subsistence requirements and
did not hesitate to exhibit its wealth openly, for example, through court regalia.'®
The link between court demand and the expansion of small industries can be
discerned clearly from the development of craft villages around Kumasi. These
satellite villages usually specialized in the manufacture of one particular product for
the Kumasi court. Hence the villages of Breman and Adum were known for gold-
and metal-smithing, Ahwia for wood-working, Ntonso for cloth-dyeing, Bonwire for
weaving and Pankrono for pottery.?’ Within Kumasi itself, certain wards, or
abrono, specialized in particular industries. Thus, goldsmiths were located in Burase
and blacksmiths in Tunsuoarim.?! All these satellite villages and abrono survived
because of demand from the Kumasi court.

The second type of market for small industry products was what LaTorre has

called the ‘mass market’.”? This served the population in the villages and towns of

6 Ibid., p. 53.

17 Stephen H. Hymer, ‘Economic Forms in Pre-Colonial Ghana’, Journal of Economic History, 30
(1970) no. 1, p. 34.

18 Marion Johnson, ‘The Economic Foundations of an Islamic Theocracy—the Case of Masina’,
Journal of African History, 17 (1976) no. 4, p. 485.

19 Bowdich, Mission from Cape Coast, pp. 34-41.

2 Kwame Arhin, ‘Trade, Accumulation and the State in Asante in the Nineteenth Century’, Africa,
60 (1990) no. 4, pp. 527-8.

2 James Wilson Brown, ‘Kumasi, 1896-1923. Urban Africa in the Early Colonial Period’,
University of Wisconsin, PhD, 1972, p. 26.

2 LaTorre, ‘Wealth Surpasses Everything’, p. 53.
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the region. This market existed because income levels in Asante and on the Coast
were above subsistence levels. As Cruickshank remarked, in the average Fante
house, it was common to find mats, stools, earthen pots, calabashes, pewters, cutlery,
tables, chairs, beds, trunks, pictures and muskets.?

It is likely that, until the 1870s, the demand for small industry products in the
‘stoolholders’ market’ was growing. Although the abolition of the Atlantic slave
trade resulted in a significant loss of revenue for the Asante state, the Asante ‘leisure
class’ managed to respond vigorously to the challenges of the new ‘legitimate
commerce’ period.”* However, from the 1870s, faced with the expansion of British
colonialism, the Asante kingdom disintegrated slowly. As the position of the ‘leisure
class’ weakened, so did its demand for small industry products. Hence, according
to Brown, there was a exodus of craftsmen and artisans from Kumasi following its
destruction at the hands of the British in 1874 because:

the numerous artisans and craftsmen of Kumasi could find little employment
in the town, and hence little reason to return, so long as limited Asante
wealth remained there.”

In the ‘mass market’, the demand for small industry products probably was
stagnant. Admittedly, incomes in the mass market were rising. The era of
‘legitimate commerce’ provided ample opportunities for West African small-scale
producers to export cash crops.® In Asante specifically, commoners played an
important part in this trade.?’ Even so, two factors worked in the opposite direction
to constrict this market. First, general under-population and limited concentrations
of population hindered market growth across West Africa because it ‘encouraged

extensive cultivation, favored dispersed settlement, and promoted local self-

B Brodie Cruickshank, Eighteen Years on the Gold Coast of Africa, including an account of the
native tribes, and their intercourse with Europeans, volume two (London: Hurst and Blackett, 1853),
republished (London: Frank Cass, 1966), p. 293.

% Gareth Austin, ‘Between abolition and Jihad: the Asante response to the ending of the Atlantic
slave trade, 1807-1896’, in Robin Law (ed.), From slave trade to ‘legitimate’ commerce. The
commercial transition in nineteenth century West Africa (Cambridge: Cambridge University Press,
1995), pp- 105-6.

% Brown, ‘Kumasi, 1896-1923°, p. 64.
% A.G. Hopkins, An Economic History of West Africa (London: Longman, 1973), ch. 4.

7 Gareth Austin, ‘"No Elders were Present": Commoners and Private Ownership in Asante, 1807-
96’, Journal of African History, 37 (1996) no. 1, pp. 12-6.
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sufficiency’.® Where concentrations of population did exist (such as in Kano, in
present-day Nigeria) manufacturing thrived” and productivity-enhancing techniques
were introduced.*® Wilks and Arhin have suggested that the population of Asante
contracted in nineteenth century.3  Although there are problems with this
contention,” at the very least, it is unlikely that Asante’s population grew
significantly during this time.

A second factor restricting the expansion of the ‘mass market’ was the high
cost of transport. With animal traction precluded by the incidence of tsetse fly,
human porterage remained the main means of transporting goods until the advent of
the railways in the late nineteenth century. Since human porterage was costly, it
constricted trade in all but high value, low bulk manufactures. Hence, in 1921, the
District Officer of Bawku, a small town in the Northern Territories, was pessimistic
about the prospects for local industrial development. Although ‘good quality’ string
and rope was manufactured locally, ‘when the cost of transport to Tamale is taken
into consideration it would not appear to be a paying investment’.®® Around
Wenchi, in 1926, cotton was spun into yarn but this was not exported since ‘The cost
of headporterage of so bulky yet light a substance renders it [sic] export
unprofitable’.* Likewise, a small mill which was established in Tamale in 1930 to

process local shea butter kernels for markets in the South proved a failure, again

2 Abdullahi Mahadi and J.E. Inikori, ‘Population and Capitalist Development in Precolonial West
Africa. Kasar Kano in the Nineteenth Century’, in Dennis D. Cordell and Joel W. Gregory (eds.),
African Population and Capitalism. Historical Perspectives (Boulder: Westview Press, 1987), p. 72.

» Hopkins, Economic History of West Africa, p. 50.

¥ Philip J. Shea, ‘Economies of Scale and the Indigo Dyeing Industry of Precolonial Kano’, Kano
Studies, new series, 1 (1974/77) no. 2, pp. 55-61.

3! Ivor Wilks, Asante in the nineteenth century. The structure and evolution of a political order
(London: Cambridge University Press, 1975), table 8, p. 90. Arhin, ‘Trade, Accumulation and the
State’, p. 530.

32 Marion Johnson, “The Population of Asante, 1817-1921: a reconsideration’, Asantesem: The
Asante Collective Biography Project, 8 (1978), pp. 22-8.

3 NAGA ADM 56/1/273, District Commissioner, Bawku to the Provincial Commissioner,
Northern Territories, 1921.

3 NAGK D 2439, W.J. Pitt, District Commissioner, Wenchi, ‘Report on the Country to the West
of Wenchi’ (1926), p. 10.
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because of transport costs.® All these examples are from the twentieth century by
which time there had been several decades of transport infrastructure development.
Therefore, it is certain that, in the nineteenth century, transport costs constricted the

demand for indigenous industrial products even more.

2.2  Small Industries during the Integration of the Gold Coast into the World
Economy: ¢.1800-C.1940S

The Portuguese had built a fort at Elmina in 1482 to facilitate gold exports from the
Costa da Mina, while the Dutch, Danish and British had all been important traders
in the Gold Coast from the sixteenth century.’ However, West African economies
were altered fundamentally with the transition from slave-trading to ‘legitimate’ cash-
cropping in the nineteenth century,®® and the gradual extension of formal British
political influence in the region. This influence penetrated the Fante states of the
Coast in the first half of the nineteenth century and culminated in the proclamation
of the Gold Coast Protectorate in 1874.% Three decades later, Asante and its
former northern states were brought under British control as well.* There are
generally three views about the performance of small industries during the Gold Coast

economy’s integration into the wider world economy.

Small Industries during Integration into the World Economy
The Dependency view is that international free trade, combined with colonial
government’s economic policy of laisser-faire and ambivalence towards indigenous

enterprise, meant that indigenous industrial activity in the colonized ‘periphery’ was

3% ADM 5/1/70, W.J.A. Jones, Chief Commissioner of the Northern Territories, Report on the
Northern Territories for the Year 1937-38 (Accra: Gold Coast Colony, 1938), p. 39.

% Ivor Wilks, Forests of Gold. Essays on the Akan and the Kingdom of Asante (Athens: Ohio
University Press, 1993), pp. 4-5.

3 Larry W. Yarak, Asante and the Dutch, 1744-1873 (Oxford: Clarendon Press, 1990).

3 Hopkins, Economic History of West Africa, ch. 4. Law, From slave trade to ‘legitimate’
commerce.

¥ Reynolds, ‘Gold Coast and Asante’, pp. 229-31.
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eradicated by cheap, machine-produced manufactures from an industrializing
Europe.*! Agbodeka has expressed this Dependency view in the Ghanaian context:

the art of tool-making which was basic to the growth of industry declined
with the increasing dependence of the people on imported European tools.
Since tool-making skills were impaired, the growth of industries like
manufacturing industries, and even agricultural industries which depended on
the use of improved tools were also stunted.*

Similarly, Hakam has claimed that the small weavers of Ashanti and Eweland ‘were
to perish in the aftermath of the colonization and the competition of unrestricted cheap
imports’.*

An alternative interpretation is offered by Szereszewski. According to
Szereszewski:

In 1891 the Gold Coast was primarily an economy dominated by indigenous
activities ... and by trade flows whose nature in terms of organisation,
conveyance, spatial incidence and type of commodities had not changed
significantly over centuries.*

To be fair, Szereszewski was writing before much research into this subject had been
conducted and, in any case, not with particular reference to small-scale industries.
However, the contention is clear: before the onset of the cocoa boom in the 1890s,
the Gold Coast economy had been stagnant and without significant structural change.

A third interpretation is offered by Hopkins and Munro. Hopkins contends
that, together with the growth of small-scale African cash cropping, some indigenous
West African industries survived and expanded during the colonial period.
Likewise, Munro suggests that:

particularly in the growth phases of the 1920s and 1950s ... there emerged
a variety of small businesses and self-employed artisan workshops such as
joinery and brick-laying, blacksmithing with imported scrap iron, tailoring,

41 Samir Amin, ‘Underdevelopment and Dependence in Black Africa—their Historical Origins and
Contemporary Forms’, Social and Economic Studies, 22 (1973) no. 1, p. 193. Walter Rodney, How
Europe Underdeveloped Africa (Washington D.C.: Howard University Press, 1982), p. 232.

2 Francis Agbodeka, An Economic History of Ghana From the Earliest Times (Accra: Ghana
Universities Press, 1992), p. 33.

“ A.N. Hakam, ‘Impediments to the Growth of Indigenous Industrial Entrepreneurship in Ghana:
1946-1968’, The Economic Bulletin of Ghana, 2 (1972) no. 2, p. 6.

“R. Szereszewski, Structural Changes in the Economy of Ghana, 1891-1911 (London: Weidenfeld
and Nicolson, 1965), p. 1.

4 Hopkins, Economic History of West Africa, p. 250.
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shoe-making, or motor vehicle repair and servicing.*

The Survival of Small Industries

In the absence of comprehensive data on the subject, it is difficult to know what
happened to small industries during the period ¢.1800 to ¢.1945. Nonetheless, three
sources appear to confirm Hopkins’ and Munro’s view that many survived, despite
competition from European imports.

The first source is the eye-witness accounts of contemporaries. These
accounts require cautious use since they often consist of mere snapshots of particular
areas at particular times. Thus, they may not be representative of general trends.
Nonetheless, taken together, they do undermine the Dependency notion of complete
small industry eradication. For example, in 1840, a British official wrote to the
Colonial Office that many foreign manufactures entered the Gold Coast. These
included: Manchester goods, guns, powder, lead, iron bars, flints, rum, pipes,
tobacco, beads, cowries, brass wire, earthenware, soap, glassware, and perfumery.*’
Several of these items were used by small-scale industries. Some of the ‘Manchester
goods’ were unravelled and their yarn used for weaving.** Some of the lead and
iron bars were melted down and smithed, since they had no value in themselves.
Another eye-witness account is provided by Mohr, a Basel missionary, who noted on
one of his journeys to the Volta region in 1881 that weaving was very much alive in
the areas which he visited.

Turning to the twentieth century, eye-witnesses continued to refer to the
existence of thriving small-scale industries. At the Kumasi Agricultural Show of
1908, an anonymous visitor observed ‘Leather work from the North, iron work,

cloths, wood-carving, stool, baskets, pottery, and other things too numerous to

4 J. Forbes Munro, Britain in Tropical Africa, 1880-1960. Economic Relationships and Impact
(London: Macmillan, 1984), p. 63.

47 Report of Richard Robert Madden to the Colonial Office, 1840, in G.E. Metcalfe, Great Britain
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mention’.® Rattray found in Asante in the 1920s that there were weavers, cloth
stampers, wood-carvers, potters and metal-casters,> and that ‘though these arts and
crafts were dying out, there was life still left in some of them’.>> Adams, writing
on the ‘home industries’ of the Gold Coast in 1931, remarked that in ‘Keta district
hundreds of men are weavers’.>® In the Northern Territories, ‘most of the cloth
used is made in the villages’,> while ‘in every town of any size in the Colony and
Ashanti there is a goldsmith ... Cape Coast had 86 goldsmiths in 1921°.%

Even the colonial administration, which is not known to have been interested
in indigenous industries, did remark on their activities occasionally. For instance, in
1921, the Governor wanted to know what native industries existed in the Northern
Territories.”® According to submissions by various districts commissioners, local
industrial products included baskets, string bags, straw hats, earthenware pots,
ornamental pottery, beads, string, rope, mats and ornamental cloth.*

In addition to eye-witness accounts, import data also suggest that small
industries survived. This is because they demonstrate that there were goods entering
the Gold Coast which only could have been used in small-scale industrial production.
Table 2.1 charts imports of cotton yarn between 1923 and 1929. In the absence of
any textile factory in the Gold Coast in the 1920s, it can be assumed that all of this

was destined for small weavers.

% NAGK D 2026, ‘Notes on the Kumasi Agricultural Show taken by an Anonymous Visitor’
(1908), p. 3.
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Table 2.1. Weights and Prices of Gold Coast Cotton Yarn Imports, 1923-29.

Year Weight (Ibs) Value (£)
1923 369,803 52,734
1924 315,929 51,714
1925 511,818 75,398
1926 386,726 47,912
1927 591,520 63,726
1928 441,724 51,496
1929 _ 369,864 40,292

Sources: Gold Coast, Trade Report for the Year 1927 (Accra: Government Printer, 1928),
table 5, pp. 32-47. Gold Coast, Trade Report for the Year 1929 (Accra: Government Printer,
1930), table 5, pp. 40-55.

Table 2.2 shows that artisans’ implements and tools were also imported during the

1920s, again implying the survival of small industries.

Table 2.2. Value of Imports of Artisans’ Implements into the Gold Coast, 1923-
29.

Year Value (£)
1923 37,816
1924 44,086
1925 37,865
1926 37,620
1927 36,111
1928 46,910
1929 45,224

Sources: Same as table 2.1.

These import data prove beyond doubt that small industries were not eradicated

completely by competition from European manufactures. There is the possibility that
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these data are inaccurate, because some imports may not have been recorded.
However, non-recording would only strengthen the case for the survival of small-
scale industries because then, the actual imports of small-industry inputs would be
higher.

A third source which points to small industry survival is population censuses.
A 1911 census of 110,000 African adults in 29 towns, enumerated 1,445 carpenters,
557 bricklayers and masons, 298 blacksmiths, 183 coopers, 87 sawyers, 40 fitters,
40 mechanics, 16 printers and 2 engineers.”® Since large-scale industry did not
develop in the Gold Coast until the 1940s, most of these workers must have been in
small enterprises. Similarly, in 1921, the African population of Kumasi was
estimated to be 18,058. Among them, there were: 560 corn grinders, 107
dressmakers, 79 carpenters, 76 bricklayers, 71 bakers, 60 goldsmiths, 55 sawyers,
41 fitters, 35 weavers, 34 tailors, 21 blacksmiths, 15 mechanics, 8 shoemakers, 2
electricians and 1 cooper.® Assuming that Kumasi’s labour force represented half
of its total population, then about 13 per cent of the town’s economically-active
population was engaged in small industry activities in 1921.

Clearly then, some small industries did survive the competition from the
factories of Europe. Naturally, certain indigenous industries fared better than others.
For example, iron-smelting generally disappeared, squeezed by ecological factors and
competition from imports.®® By the 1920s and 1930s, this industry was confined to
the Volta Region.®? In place of iron-smelting, the smithing of imported iron bars®
and scrap iron become more common. Thus, in the Northern Territories, it was
observed in 1938 that:

Iron smelting was formerly carried out ... but lorry parts, railway sleepers
and other manufactured iron which can be purchased at a low price have

%8 Gold Coast, 1911 Census Report, appendix G, cited in Szereszewski, Structural Changes, table
14, p. 59.

% Census Report, 1921, cited in Brown, ‘Kumasi, 1896-1923’, appendix E, p. 254.
% Census, ibid., appendix F, cited in Brown, ibid., pp. 256-7.

8! Candice L. Goucher, ‘Iron is Iron *Til it is Rust: Trade and Ecology in the Decline of West
African Iron-Smelting’, Journal of African History, 22 (1981) no. 2, pp. 179-89.
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killed the industry.®
Against this, however, there is no evidence that iron-working itself experienced such
a collapse.

In short, while some small industries were eradicated by European imports,
many others were not. How did certain indigenous industries compete against

Western manufacturers?

2.3  Explanations for the Survival of Small Industries

There are five reasons why some small industries survived the colonial period: the
cost and opportunity cost of small-scale industrial activity; the cost of transport; the
nature of consumer tastes; the new demands which were created by contact with
Europeans; and the comparatively advanced state of African entrepreneurship. Each

of these issues is now considered in turn.

Cost and Opportunity Cost of Production
For many small industries, the absolute cost of industrial activity was negligible. For
instance, goldsmiths could find gold by panning for it in streams.® In the Volta
River lagoon near Ada, when the rains ended and the lagoon dried out, ‘anyone could
collect as much [salt] as he wanted, piling it up’.% In both cases, there may have
been a cost in securing raw materials in terms of labour and tools, but the absolute
cost of the inputs themselves was probably minimal.

For a large number of households, the opportunity cost of engaging labour in
industrial activities was also minimal, since these activities either were conducted by
women or were carried out at times when the demand for labour in agriculture was

low. Thus, in the Ada salt industry, ‘Production costs were minimal. Women and

% NAGA ADM 5/1/70, W.1.A. Jones, Chief Commissioner of the Northern Territories, Report
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children generally collected the salt; previously, it had been done by slaves’.®” In
1926, the District Commissioner of Wenchi, noted, with regard to spinning, that:

It is a home occupation and the women usually spend the evening in spinning
as a relaxation after their days [sic] work. Only once have I met a woman
... who in court declared her occupation as a spinner.%

Basket-weaving in the North was carried out by women during the dry season. As
the District Commissioner of Northern Mamprusi remarked in connection with a
request for samples of local baskets in 1921:

I cannot send specimens now as the basket season is over. Not until the New
Year will the women begin to make them ... The supply is dependent on that
of the grass which is only ready at the end of the rains.%

With the advent of cocoa farming, which is a major dry as well as wet season
activity, the seasonal surplus of labour in agriculture probably diminished. Hence,
the cocoa farms of the southern forest zone attracted large numbers of migrant
labourers from the northern, savannah regions.” Nonetheless, it was not eradicated
altogether. Thus, in a study of the cocoa village of Akokoaso in the 1940s, Beckett
observed that cocoa farmers usually devoted 216 days a year to farm work, mostly
between February and June.”! This left 52 days for Sundays, 53 days for resting,
16 days for travel, 