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The implications of the above discussion are that the Romer model could be more economically expressed by just three variables: Capital (K), Labour (L), and A (level of technology). This produces the usual formulation of the orthodox Cobb-Douglas production function as Y = A(K)αL β. We unpack this formulation as follows: K in this instance represents physical capital and L represents labour with varying degrees of embodied human capital. A represents the level of technology already embodied in capital, K. But there is a feedback loop here: it is active labour (L) as human capital (H) that produces technology which in turn requires increased and novel amounts of human capital over time. This hypothesis is supported by Romer’s observation that ‘what is important for growth is integration not into an economy with a large number of people but rather into one with a large amount of human capital (Romer 1990:98). The reformulation above of the orthodox Cobb-Douglas production function guarantees that Solow’s growth impasse is easily avoidable. The point is that existing cultures necessarily impart human capital skills from the earliest human growth years onwards. The street sweeper is subjected to human capital inputs in the same way as the engineer, albeit to a much lesser degree. The moral here is that a necessary condition for economic growth and development for the countries of Africa are large investments in human capital at all levels. The problem with the Solow and Romer models is that they fail to recognise that labour is the driving force in economic growth and development, and that labour is necessarily embodied with human capital in all its activities. Furthermore, it is labour as embodied human capital that produces technology. In fact, human capital is knowledge imparted by learning and operant conditioning in to the thinking powers of humans. Human capital in turn is the source of technology which represents what is essential about humans. It is for this reason that human capital standing alone is enough to explain the fact that countries that are not mass producers of technological goods but are home to populations which benefit from substantial investments in human capital are economically successful. Cases in point are countries such as New Zealand, Denmark, Finland, Holland, and Norway whose investments in human capital guarantee that their citizens experience approximately twelve years of secular modern education. The investment in human capital for such nations is geared not only to inculcate technical skills but also to imbue their citizens with the dispositions and skills necessary for critical thinking in all intellectual areas. The same applies to larger population nations such as Australia and Canada, which though not noted for their technological prowess, are home to populations that are guaranteed substantial investments in human capital. Investment in human capital would seem to be the necessary requirement for economic growth and development. It is not only the basis for autonomous development in terms of new technological adaptations but also the basis for developing societies whose citizens are compatible with social requirements of modern technological society. By contrast, countries that have not invested adequately in human capital remain mired for the most part in technologies and thinking modes of the pre-modern era. The UNDP’s Human Development Index document provides a fairly comprehensive picture of the correlations and causalities between investments in human capital and the existing agreed-on metrics of human economic development and welfare. Evident proof of this is to compare the first ten countries on the UNDP’s Human Development Index list and the last ten. But the same correlations that point to causal connections could be obtained by simply using four countries that are in the ‘very highly developed’ sector and the last four of the ‘low human development’ sector. The central point being made here is that development does not necessarily entail autonomous industrial and technological development but necessarily means having a populace whose behaviours demonstrate maximal investments in human capital not only in terms of both modern, technical and secular knowledge, but also in terms of social dispositions. For example, the very small country Iceland is not noted for its industrial prowess yet with 10.4 years of investment in human capital, its per capita GDP is $35, 116 and its average life expectancy is 82.1 years. Iceland is 13th on the UNDP’s HDI table andis among the ‘very highly developed’ countries. But consider the following table including eight nations out of one-hundred-and-eighty-seven (187) and the causal links between investment in human capital and development in terms of its most important metrics are obvious. Table 2: Years of Schooling and Per Capita GDP for the Years 2012-2013 for Selected ‘Very High Development’ Countries According to the UNDP’s Human Development Metrics Country (Very High Human Development) Mean Years of Schooling Per Capita GDP (2011 PPP $) H.D.I. Rank Norway 12.6 $63.909 1 Australia 12.8 $41, 524 2 New Zealand 12.5 $32, 569 7 Denmark 12.1 $42,880 10 Table 3: Years of Schooling and Per Capita GDP for the Years 2012-2013 for Selected ‘Low Development’ Countries according to the UNDP’s Human Development Metrics Country (Low Human Development) Mean Years of Schooling Per Capita GDP (2011 PPP $) H.D.I. Rank Chad 1.5 $1,622 184 Central African Republic 3.5 $588 185 Congo (DRC) 3.1 $444 186 Niger 1.4 $873 187 Source for Tables 2 and 3: http://hdr.undp.org/en/content/table-1-humandevelopment-index-and-its-components. To reinforce this, consider the fact that even two years of schooling makes a very noticeable difference. Greece – now undergoing serious economic problems – ranks 29th on the HDI table with 10.2 years of schooling and a per-capita GDP of $24, 658. It would seem that at least 12 years of schooling is the minimum to break into the upper ranks of development. The sum of the above is reinforced by Thomas Piketty’s observation that ‘Knowledge and skill diffusion is the key to overall productivity growth as well as the reduction of inequality both within and between countries. We see this at present in the advances made by a number of previously poor countries, led by China’ (Piketty 2014:23). Piketty himself is chary about using the phrase ‘investment in human capital’ to describe investment in education and skills training given its loaded historical significance (Piketty 2014:46). Matters can be improved with greater expenditure on education to produce more years of schooling. But the task is daunting given that the countries that show ‘very high human development’ on the UNDP’s Human Development (2012) Index spend 5.3 per cent of GDP on public education, while those of ‘medium human development’ and ‘low human development’ spend only 3.7 per cent and 3.8 per cent respectively. Furthermore, it should be noted that the GDPs of the countries of ‘very high human development’ are multiples of those of ‘low human development’. The following table demonstrates this point, assuming that 5 per cent of GDP is spent on education. Table 4: Five Per cent of GDP Per Capita Expenditures on Education for Four Selected Countries Country Population (2016) in millions GDP($ B) 5% of GDP Spent on Education ($B) Senegal 15 $16 $0.8 Netherlands 17 $853 $43 New Zealand 5 $187 $9.3 Ghana 28 $38 $1.9 Source: Author’s data-gathering. Obviously, 5 per cent of GDP spent on education would yield vastly different results from country to country based on the scope of real GDP output. The challenge is enormous but results can be had with efficient budgeting, spending and the creative usage of refurbished technologies. A goal-directed drive to development is what seems lacking for the most part. In the modern era, there have been sets of strongly contested models that have sought to establish the optimal models for human economic transactions within and between communities. It is on this basis that real world economics becomes intermingled with politics, thereby explaining the operative nomenclature of ‘political economy’. In fact, economics in practice is political economy. But the objectivisation of any form of political economy required that the corresponding background theories be reified as being representative of human nature and behaviour. Thus, the ongoing ideological conflict between ‘free market economics’ on the one hand and ‘more controlled forms of economic activity’ on the other. In this regard, three names stand out in the modern era: Smith, Marx, and Keynes. These names are important because their holders developed important models as to how the social economies of the modern world should be structured. Smith is seen by his followers to have developed the optimal social economic model according to which individuals within an economic space produce and exchange goods and services mainly on the basis of selfinterest under conditions of minimal government interference. The economic model developed by Smith has been reduced to phrases such as ‘free market economics’ and ‘free market economics produce optimal results’, and so on. The Marxian model argued that left to its own devices thefree market segmented into capital owners and workers would tend to be periodically disruptive of the economy principally on account of the differentials between the returns on capital and labour income. The solution, according to Marx, would be for the workers to expropriate the capital owners so as to correct the dividend imbalance. The capitalist market system did not collapse on account of its ‘internal contradictions’ as Marx presaged, for a number of reasons, one of which was the expansion of capitalism into areas newly colonised by the economically dominant countries of Europe. Thus, the gains made by the workers in the metropolitan areas derived partially from the gains of capital invested in the colonial territories where raw materials and the costs of labour were obtainable at minimal costs (Lenin 1917). But that did not solve the issue concerning structural capitalism given the ‘Great Crash’ of 1929. The solution to that issue was provided by Keynes in his magnum opus, ‘The General Theory of Employment, Interest and Money’ (1936). Keynes’s solution, in contradistinction to Say’s Law of Markets, was to create a crucial role for a nation’s government in managing the endemic issues of periodic overproduction and under-consumption that plague the generic capitalist economy. The key element in Keynes’s thesis seems to have been adopted by the majority of industrialised countries in that by intervening permanently in the market economy according to worker demands by way of trade unions and the like, Marx’s predictions seem to have been allayed. In fact, the important ex-state communist nations such as The Soviet Union and China, erstwhile practitioners of a totalitarian capitalism by the state, have now adopted versions of Keynes’s ‘mixed-economy’ model. By way of political party representation the various countries have been able through taxation to extract from capital and their populations enough surpluses to ensure adequate production of public goods and compensation during times of economic downturns. But such theorising in terms of how the modern market economy should be run is rarely countenanced in African universities or governmental circles. Academic discussions just assume that economics should be pursued according to the standard neoclassicalmodel now current in Western universities. In terms of practice, the standard approach is to follow the ministrations of the IMF, World Bank and the lending agencies of the Euro-American world. The names of Kwame Nkrumah, Julius Nyrere, Claude Ake, etc. rarely ever come up in discussions about the optimal models for African economic development. This can happen only when academic economics in Africa views economics not as some species of accounting or engineering but as an evolutionary social science strongly embedded in politics and sociology. What is to be Done With the dissolution of the Soviet Union in 1991, the West was left triumphal on the economic scene. The path to economic growth and development was strictly determined thenceforth by Western institutions such as the IMF and the World Bank. Neoliberalism with its mantra of privatisation and minimal government intervention in the economy was the only model that the nations of Africa and the South were recommended to follow. The NEPAD (New Economic Policy for African Development) was the new programme that African nations were being encouraged to embrace. Before that, of course, one recalls the ECA (Economic Commission for Africa) and its blueprint for African economic growth and development. This was the Lagos Plan of Action (draft 1980) that urged models of balanced growth in the context of mixed economies along the lines as practiced by the nations of European Union. The LPA also stressed self-sufficiency and intra-continental trade and cooperation. It should be noted that the LPA was developed as a Pan African initiative drawn up to map out a path for African economic growth and development. A vigorously critical response from the World Bank followed – prepared by Elliot Berg, an economist at the Bank. The Berg Report (1991) stressed that private markets rather than the state should be the prime mover toward economic growth and development, and that regional integration was not recommended and that – in so many words – Africa’s path to growt and development should be by way of the Bretton Woods institutions and what are now called ‘neoliberal’ economic policies. The Berg report also argued that the developmental role of the state as the main agent of development should be reduced on account of the neoclassical economic principle that free markets tend to be better at promoting growth and development. It also pointed out that the LPA neglected to point to the issue of governmental corruption as a major impediment, and to suggest ways to curb such. In retrospect, the LPA was a much better theoretical starting point to tackle Africa’s economic problems rather than the neoliberal and dependency ministrations offered by the IMF and World Bank. So what is to be done? The answer I propose should include efficient and people-oriented government policies as a necessary step for development. That can be achieved only when the various populaces are boldly involved through direct action. With efficient and development-oriented governance the following measures should be implemented: 1) regional integration in terms of currencies and movement of goods, services, and labour. The EU model is worthy of emulation on this basis. Regional groupings such as ECOWAS, SADEC, etc. should be made to work. 2) Pan African institutions such as transcontinental cooperative banks, research institutes and well-funded universities should be encouraged and promoted. 3) There should be concerted and combined efforts of the populaces of West Africa to confront France’s neocolonial policies regarding the CFA currency. Currently, the French Central Bank requires that member CFA countries deposit 65 per cent of their reserves into the French Treasury. 4) There should be more efforts to found a convertible African currency managed by a strongly capitalised African Central Bank in strong coordination with African governments in terms of their individual fiscal policies. Should such a currency be used for the capitalisation of indigenous projects such as regional and trans-continental railways, highways and roads, manufacturing, heavy industry manufacture, solar energy enterprises, it would necessarily increase in unit value over time. Heterodox economist Ha-Joon Chang (2008:12) argues that the path to development is not the one recommended by neoliberal economics which includes free market transactions, minimal government, private enterprise, and invitation to foreign investors. Ha-Joon Chang has this to say about Korea’s economic advancement. ‘Whatever its recent problems have been, Korea’s economic growth and the resulting social transformation over the last four and a half decades have been truly spectacular’ (Chang 2008:12). This rapid economic development and technological transformation are often described as a ‘miracle’, and this is Chang’s explanation: The Korean economic miracle was the result of a clever and pragmatic mixture of market incentives and state direction. The Korean government did not vanquish the market as the communist states did. However, it did not have blind faith in the free market either. While it took markets seriously, the Korean strategy recognized that they often need to be corrected through policy intervention (Chang 2008:15). More specifically: The government owned all the banks, so it could direct the life blood of business – credit. Some big projects were undertaken directly by state-owned enterprises – the steel maker POSCO, being the best example – although the country had a pragmatic, rather than ideological, attitude to the issue of state ownership (Chang 2008:14). To ensure the growth of infant industries, targeted industries were protected by tariffs (Chang 2008:14). But above all, according to Chang, economic development for developing nations would depend heavily on manufacturing. He makes this point emphatically when he writes: ‘Contrary to the advice of the Bad Samaritans, poor countries should deliberately promote manufacturing industries’ (Chang 2008:214).But behind all this is South Korea’s continuing investment in human capital. Despite rough beginnings, South Korea ranks (2013) 15th on the UNDP’s Human Development Index and shows an average of 11.8 (cf Sweden 11.7 years of schooling) years of schooling. This is what explains its noted prowess in high technology and industrial production. The following OECD economics observation supports this thesis: “Education played a key role in Korea’s transformation from one of the poorest countries in the world to a leading industrial nation by promoting the development of human resources and technological change… The exceptionally rapid development of education in Korea is illustrated by differences in the levels of educational attainment for different age cohorts. The share of the population with at least a secondary education ranges from 98 per cent, the highest in the OECD area, for young adults (25-34), to only 43 per cent for older adults (55-64) (Figure 1). Similarly, 65 per cent of young adults have completed tertiary education, the highest share in the OECD, compared to only 13 per cent of older adults (Panel B). In addition to these quantitative measures, Korea has consistently ranked near the top in the OECD in the Programme for International Student Assessment (PISA). As Korea has few natural resources, it must rely on the development of its human resources (Jones 2013:5).” In sum, ‘universal access to primary and secondary schools promoted social mobility and income equality… [thereby] laying the foundations for Korea’s success in IT and the growth of a knowledge-based economy’ (Jones 2013:5). Chang’s analysis above could serve as a possible path for African development. But this would not in any way minimise the need for an expansion of the manufacturing sectors in African nations. On account of the abundant labour power that Africa possesses, there are areas in manufacturing such as sports equipment manufacturing that could be exploited. As an example, football as a sport is very popular in a continent of one billion persons, yet the manufacture of footballs, which is highly labour intensive, is dominated by Pakistan and China. Africa could easily enter that market and those of other sports too. One major incentive here would be the fact that the cost of labour in this instance would be approximately on a par with Pakistan and China, or even less. Similarly, other manufacturing areas that require labour inputs mainly could be exploited. Yet again, investments in human capital at the managerial levels would also be required if Africa’s manufacturing sectors were to expand. But perhaps the most important pay-off for African countries in terms of optimal investments in human capital would be in its capacity to encourage cultural changes within societies whose existing cultures, developed within sociological structures and knowledge bases, are just not appropriate for modern post-industrial and modern-technology reliant societies. Investments in education and human capital geared towards the knowledge banks of the modern world would do much to improve the political structures and atmospheres of the nations of the South including those of Africa. The nation state and the large economic communities are the socio-economic structures on which the modern world operates, not the smaller communities of ethnic groups and their local particularities and premodern modes of thinking. Modern education and investment in human capital would recognise the logical content of this argument.
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