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Section 1: About CSAE

An international research resource on
African economies

What is CSAE?

The Centre for the Study of African Economies (CSAE) will celebrate its
tenth anniversary in early 1996. CSAE was founded by a handful of
economists interested in Africa. In 1991 it became a Designated Research
Centre of the Economic and Social Research Council. From its base at
Oxford University's Institute of Economics and Statistics, CSAE has grown
to become what is probably the largest network researching African
economies outside the continent itself.

Encouraging research on Africa

CSAE's purpose is to create an open, international resource to encourage
the widespread study of African economies. The acute economic
deterioration of Africa, both relative to other continents and in absolute
terms, has come to be recognised as one of the world's foremost economic
problems. Yet social science research within Africa has been hampered by
the very conditions which it needs to address. At the same time, Africa's
problems have received only peripheral treatment in academic circles in the
West. In short, some of the world's most intractable economic problems
have been left largely unanalysed by mainstream social science.

To achieve its purpose of encouraging widespread, high quality and
influential research into some of the most pressing problems facing Africa,
CSAE concentrates on a number of fundamental tasks:

I establishing standards of academic research on Africa on a par with
leading modern social science;

I acting as a catalyst to encourage a wider community of scholars to

research African issues;

assisting, both directly and indirectly, research within Africa;

focusing on key economic problems in Africa and generating insights

that can be applied;

communicating with the major decision-makers engaged in improving

the continent's prospects, both to develop and to disseminate research

insights.

An international network
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With a growing base of research, CSAE is now able to concentrate on its
outwardly focused tasks. As a resource serving the international community,
CSAE encourages interaction with its user groups. These users include
academics, in and outside Africa; African policy makers; the donor
community; business; voluntary organisations and the media.

With Africa and views about Africa in a remarkable state of flux these
user networks are important. Informed views are essential on the
market-led reforms that have taken place in many countries. As the
outcomes of lengthy transition periods are highly uncertain in economic
and political terms, analysis is at a premium. Research has a significant role
to play in charting the progress of reform and, in many cases, guiding the
approp-riate path that should be taken. Both the quality of such research
and its practical impact can only be enhanced through feedback and
interchange between CSAE and its users. The network is in a strong
position to develop new thinking about many of the issues facing Africa.

Using the network

The purpose of this Research Summary is to inform CSAE's users and
potential users and also to encourage participation. Visitors are always
welcome either to discuss specific issues informally, to participate in the
many activities of CSAE or to spend a longer period engaged in research.
CSAE is less than an hour from LLondon Heathrow, conveniently placed for
travellers en route through the airport to break their journey. Equally,
CSAE staff regularly visit Africa, Europe and North America and can be
available for meetings and discussions. CSAE staff are also often available
in other parts of the UK. Discussion meetings in London for the business
community and international visitors are becoming a frequent feature of
CSAE's activities.

Using this research summary

This year's Research Summary has been redesigned to cater for all CSAE's
user groups. The objective is to give a user-friendly guide to CSAE. Section
1 of this Research Summary describes CSAE and its activities. Section 2
gives a detailed summary of CSAE's research projects. The Appendices are
essentially a directory, listing CSAE members and how to contact them, and
a bibliography and also details of CSAE publications.

It is intended that users can easily identify the areas and activities that
interest them and whom they should contact to follow up their interests in
more detail. We would welcome comments on the new format and
suggestions as to how it may be improved.
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Range of activities

! The research base
The focus of CSAE's activities is to create an international resource for the
study of African economies. The primary activity, from which all the others
follow, is research. CSAE comes from the mainstream tradition of
economics which emphasises on quantitative research methods. This base
is considered essential to enable CSAE to speak authoritatively on issues
facing Africa.

! Associated activities
In applied social science, especially in an African context, research merely
provides the foundations for influencing general thinking and policy. The
remaining activities of CSAE are designed to maximize the impact of the
research:

! through publishing. The Journal of African Economies (JAE), which began
in 1992, provides an international forum for researchers. CSAE's
in-house publishing facility includes the [AE and a Working Paper
Series;

by encouraging an international network of researchers in Africa,
Europe and North America. One of CSAE's explicit aims is that a high
proportion of research is collaborative;

by widening the academic base of research through training and
teaching programmes in Africa. CSAE regularly sets up joint ventures
with African institutions;

through a continuous programme of seminars in Oxford and regular
conferences and workshops in the UK, Africa and elsewhere. Outside
participation is always welcomed;

I by working side by side with governments and international agencies;
I by disseminating research results as widely as possible to user groups.

These activities are discussed in greater detail below.

A growing team of researchers

CSAE now has a diverse international team of over 50 members, including
a high proportion of specialist researchers. The research group is now
probably the largest group working on the economics of Africa outside the
continent itself. CSAE's researchers are listed in Appendix A, along with
phone, fax and e-mail contact numbers.
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The researchers are still mainly economists, but CSAE is becoming
more multi-disciplinary as it continues to expand. The recruitment of
specialists in sociology, politics, management subjects and anthropology is
underway or planned. CSAE is also entering alliances with other institutions
such as business schools and departments of government and political
science (see the section on international networks below).

An overview of CSAE's programme of research is given in the third
part of this section. Individual projects are summarised in Section 2, which
includes details of newly published research and project team managers. A
complete listing of publications appears in Appendix C.

An expanding doctoral programme

The core of research has enabled CSAE to build up a substantial doctoral
programme. There are now 15 doctoral students from around the world
researching a range of topics. These vary from a macroeconomic analysis
of Mozambique to using data on Ghanaian enterprises to test human capital
theory.

CSAE has invested heavily in graduate training. The facilities offered to
each student include an on-line 486 workstation, linked to both the Internet
and the university mainframe. A Resource Centre, weekly study groups and
other activities have helped build up a supportive graduate community —
a feature often lacking in doctoral programmes.

A range of publications

Publications disseminate research in the wider community and stimulate
debate on African policy issues. CSAE is involved in publishing over a
broad spectrum. The Journal of African Economies (JALE) was launched jointly
with Oxford University Press. Previously there had been no refereed journal
specialising in the economics of Africa that provided a forum for the
academic community. Details of the editors of the [AE are given in
Appendix B. CSAE will now launch a series of monographs on African
economies in 1996 in partnership with the publishers Macmillan.

These academic publications are supported by CSAE's in-house series
of Working Papers, which started in 1993 and now numbers 29. There is
also a less formal series of 150 Discussion Papers. These two series are
designed to disseminate work in progress, theoretical ideas, important
empirical results and work that is valuable but not easily publishable through
standard channels. Both in-house and collaborative work are included in
these series.

CSAE aims to distribute all these publications as widely as possible.
Together with the annual Research Summary, the [AE and Working Papers
disseminate the work of CSAE to specialist academics, policy makers and
other users in Africa and the rest of the world. The UK's Overseas

4
Range of Activities



Development Administration (ODA) has given financial support for the
distribution of the [AE, within Africa. The Research Summary has a
circulation of about 800 and the more specialist Working Paper series is sent
to about 150 users.

CSAE invites requests for its publications, including offprints of
individual articles from the [AE. Some of these publications are distributed
free of charge.

In 1994 CSAE began providing regular features for Oppor-tunity Africa,
a quarterly magazine published by the UK Depart-ment of Trade and
Industry and distributed to 24,000 British exporters to Africa. For those
unable to get hold of the magazine, CSAE has individual copies of featured
articles on Zimbabwe, Uganda, Ghana, South Africa and Zambia.
Opportunity Africa is proving a useful initial forum for stimulating interest in
research in a wider audience. CSAE is following up the articles with a series
of seminars for business.

Encouraging research, training and teaching

Africa

CSAE's most important collaboration is with the Nairobi-based African
Economic Research Consortium (AERC). Professor Ndulu, the Director,
is on CSAE's Council, and over a wide range of activities we work with the
AERC to build an inter-national network of research, training and teaching.
Particular emphasis has been placed on African academics. They have a
crucial role to play in developing an informed constit-uency within the
continent. The AERC meets twice a year and has an important research
programme. A number of Centre staff attend the AERC's meetings, whilst
the AERC sponsors visiting academics and doctoral students at CSAE. The
AERC and CSAE are jointly researching trade liberalisation and regional
integ-ration. On the teaching side, the AERC is developing a common
Masters programme in Economics for African Univer-sities and CSAE is
assisting with curriculum design.

CSAE also collaborates with African academics both on an individual
basis and, where connections are expected to be long-lasting and involve
several people, through protocol agreements. CSAE's first protocol
agreement was for collaboration with the Department of Economics at the
University of Addis Ababa. Two Centre staff are based permanently on a
rotational basis at the Department. Financed by the European Union, they
have a full teaching role and give CSAE a local presence for its extensive
Ethiopian research programme. Three members of Addis Ababa
University's Economics Department are currently completing Doctorates
at CSAE and others are due to come.

CSAE now also has a protocol agreement for collaboration with the
Economic Policy Research Centre, Makerere University, Kampala. A staff
member of the EPRC is studying for a doctorate at Oxford and CSAE staff
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visit the EPRC quarterly. A recently agreed project is to build a Computer
Generated Equilibrium (CGE) model of the economy in association with
the Free University of Amsterdam.

CSAE has also carried out joint research work with academics from
Kenya, Tanzania, Nigeria, Ghana, Zambia, Zimbabwe, Mozambique, Sudan
and South Africa. CSAE is keen to build up new links, both with individual
academics and with African institutions.

Europe and North America

In the UK, the Development Economics Consortium was formed three
years ago to foster research on African issues through collaborative
projects, regular seminars and an annual confer-ence. Among its activities
was the Conference on CGE modelling in 1994. The Consortium is a joint
venture with the Centre for Research on Economic Development and
International Trade (CREDIT) at Nottingham University and the
Development Economics Research Centre at Warwick University.

CSAE won a European Union award to set up a network of
collaborative research on Africa, the so-called SPES network (Stimulation
Plan for Economic Science). Joint activities are carried out with the Centre
d'Etude et de Recherche sur le Developpement International (CERDI),
University of Clermont- Ferrand and the Economic and Social Institute of
the Free University, Amsterdam. There are plans to extend the network,
and CSAE also maintains its own longstanding bilateral research links with
the Netherlands, France and Sweden. Other links are planned and proposals
are always welcome.

In North America, Centre staff have spent substantial periods at
Harvard and Princeton and have given seminars at a range of Universities.
CSAE's Ditector, Paul Collier, is on the US Social Science Research Council
panel for Africa and is a member of the Overseas Development Council in
Washington. CSAE regularly participates in the African Studies Association
meetings.

Seminars and conferences

The seminars and conferences range from presentations of research
findings, through exposing work to critical review by the academic
community, to briefings to donor agencies, govern-ment officials and the
business community.

CSAE has a twice-weekly programme of seminars in Oxford each term,
which is primarily aimed at the academic community. A list of seminars in
the academic year 1994/95 is given in Appendix D.

In August 1995, CSAE began a series of business seminars to
complement its quarterly feature in Opportunity Africa with a briefing to the
business community on the economic situation in Zambia. A series of joint
seminars with the CIS Middle Europe Centre at London Business School
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is planned. This has two aims: first, to compare the transitions in the
Former Soviet Union and its satellites with those in Africa and second, to
examine the contrasting approaches of the two Centres, given London
Business School's emphasis on management subjects.

CSAE is planning a Conference in 1996 to celebrate its tenth
anniversary. The Conference will focus on economic reform in Africa and
is likely to be targeted at the academic, policy making and business
communities. Details will be available at the beginning of 1996.

CSAE also welcomes requests from government, institutions and
companies for briefings on specific topics.

Working with governments, international agencies
and the private sector

The core funding of CSAE is from the Economic and Social Research
Council and Oxford University. Being financially independent of donors
and governments, CSAE can afford to be intellectually honest. This
freedom from a “hidden agenda’ enables us to have an open dialogue with
governments and international agencies: such a dialogue being an essential
part of informing and resolving African policy dilemmas. CSAE has a close
working relationship with several African governments and with donor
agencies.

Whilst funding is primarily for long term research, CSAE also acts as
adviser, both formally and informally, on a wide range of issues. Here,
CSAE's role is that of strategic thinker, rather than short-term consultant.
CSAE's broad base, both of academic research and of practical experience
of Africa, puts it in a unique position. CSAE's advice to governments and
international agencies takes a number of forms, including presentations and
written comments and analyses. Centre staff are often invited to make visits
to specific African countries.

Bearing in mind the above distinction between strategic thinking and
short-term consulting, CSAE welcomes oppoz-tunities to extend the scope
of its advice further into the business community.

Reaching a wider audience

All of the above activities are broadly about the dissemination of CSAE's
research and analysis to existing user groups. These activities are becoming
increasingly important and more broadly based. Only by extending such
activities can CSAE achieve its purpose of being an open, international
resource for the analysis of African economies. Users are encouraged to
take full advantage of this resource and also to suggest how CSAE's service
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could be improved. Despite having its main location in Oxford, CSAE is an
international network of practitioners, not an ivory tower.
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Overview of the research programme

CSAE's research programme has two main components: macro-economic
and microeconomic.

The macroeconomic programme concentrates on issues at the national
and international level such as inflation, growth, the exchange rate and
government finance, and on the political economy of policy reform.

The microeconomic programme is concerned with issues affecting
individual actors in the economy, such as firms and households.

The programmes are closely linked, reflecting the importance of
understanding the complex interactions between individual actors and the
overall economy and how changes at one level impact on another. As
CSAE continues to expand, it is becoming multi-disciplinary. In addition to
the well-developed rigorous economic analysis, there is increasing emphasis
on management, sociological and anthropological subjects.

Macroeconomic programme

CSAE's macroeconomic programme has a subject and country focus. The
aim is twofold: to research topical subjects with important implications for
Africa; to develop in-depth expertise in a representative range of countries.
Given size and resource constraints, CSAE has been selective, both in the
countries and the research subjects that it covers.

The research programme evolves in response to current issues and
themes. In the past CSAE has concentrated primarily on the
implementation of economic reforms and the process of transition from
non-market to market regimes. As this process continues, however, it is
becoming increasingly important to examine conditions for the
sustainability of reforms. Con-sequently, CSAE is expanding its coverage of
questions of investment and growth and developing its work on the political
economy of policy reform.

CSAE's macroeconomic work is currently concentrated on six
countries; Ethiopia, Uganda, Ghana, Zambia, Zimbabwe and South Africa.
The experiences of these countries are likely to remain particularly
influential in understanding the economics of Africa. However, changes in
country coverage can be expected over time, both in response to new
developments within the continent and as CSAE broadens its coverage.

The current major themes of the macroeconomic programme are
described in this chapter. The individual project summaries in Section 2 give
greater detail.

The current major themes are as follows.

A. The economics of transition and liberalisation
Since the late 1980s there has been a dramatic transformation of the
political and economic landscape of Aftica. A majority of governments have
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(ii)

(iii)

(iv)

(v)

committed themselves to some sort of liberalisation programme, while a
growing number have moved towards democratic political systems. CSAE's
macroeconomic analysis of this transition is grouped around five main
compon-ents.

The transition from African socialism
The process of transition is neither straightforward nor fully predictable. As
is becoming increasingly clear, many African governments have failed to
establish stable economies with well-functioning markets despite apparent
commitments to do so.

This project considers the macroeconomic context and con-sequences
of transition in Africa.

Trade liberalisation
Trade liberalisation has traditionally been implemented relatively early in the
process of transition. Typically governments replace quantitative restrictions
on imports with tariffs and lower the rate of tariff protection. Increasingly
governments are taking steps to establish regional trading blocks.

This project examines both the implementation of trade liberalisation
programmes and the economic response to those programmes.

Exchange rate liberalisation
Exchange rate liberalisation has usually involved two compon-ents. The first
is the unification of the official exchange rate, which is often severely
over-valued, with the parallel market rate; this is usually achieved through
managed foreign exchange auctions. The second is the development of
interbank foreign exchange markets. Auction-based unification has met with
con-siderable success during the 1990s. Less is known about how the new
interbank markets will function.

This project examines various aspects of foreign exchange markets in
a deregulated environment.

Financial liberalisation
The counterpart to exchange rate liberalisation has been the removal of
controls on domestic financial markets. This has had consequences not only
for the rates of return on financial and productive investments, but also for
the profitability and operations of the financial sector and thereby for the
distribution of domestic credit.

This project examines the consequences of policies of financial
liberalisation for the functioning of financial institutions, for the supply of
credit to the private sector and for investment.

Fiscal reform and the fiscal consequences of liberalisation

There are two sources of fiscal consequences of liberalisation. First, there
are the direct consequences of the reform of government budgets, with
often large changes in expenditure and tax. Second, other liberalisation
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measures have consequences for the government budget which are
occasionally sufficiently large to undermine the reform programme.
This project examines both these aspects of fiscal reform.

B. War/peace transitions

Africa has experienced an unusually large number of civil wars, several of
which have ended recently. The challenge, in this previously unresearched
area, is to identify how recovery can be accelerated. Research shows that
transitions from war to peace have a number of common features (this was
an area many had considered unresearchable). The initial economic peace
dividend is often modest, but there is a larger dividend in later years of
peace contingent upon government policies. Research is now moving
towards analysing the wider political economy of war/peace transitions.

C. The South African transition

The momentous events in South Africa in the early 1990s have heralded a
transition that is crucial to southern Africa and the wider continent. The
political goal is to move South Africa from a protected, minority controlled
economy to a successful open economy with opportunities for all.

Some important research questions include how labour markets should
be reformed and how extensive trade liberal-isation could benefit all the
southern African region.

D. The political economy of Africa

The various transitions to market economies in Africa have in several cases
not delivered the desired benefits of renewed growth and investment.
Whilst many governments have imple-mented the "mechanical” aspects of
reform, little attention has been paid to the rules of the game. The emphasis
has been on freeing economic markets through, for example, the removal
of price controls, exchange rate unification and tariff reductions, rather than
on the establishment and protection of property rights or on restraining the
potential arbitrary use of government power.

Research into these institutional aspects is increasingly important.
Emphasis is shifting from the establishment of markets that merely operate
efficiently on a spot basis to issues of how the “rules of the game” can be
adapted to support the inter-temporal transactions needed for a truly
dynamic economy.

E. The response to external shocks
African countries have regularly been subject to externally caused economic
shocks. Major and rapid shifts in world commodity prices (for example,
coffee or copper) are a frequent cause of such shocks. As many African
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economies are highly dependent on the export of as few as one commodity
product, external shocks can cause economic dislocation, and require
considerable adjustment. A substantial amount of research has now been
carried out into the nature of these shocks and how to deal with them.

F.  Growth and investment

Renewing growth and investment is the major new area of research: there
is a danger that without them reform prog-rammes may collapse. In part of
this subject area there is considerable overlap with the political economy
question of how to improve the ‘rules of the game’. However, the main
focus will be on the constraints upon investment, including foreign invest-
ment. Africa has, so far, largely missed out on the explosion in foreign
direct investment of recent years. In terms of portfolio investment, Africa
could be the next, and last, major emerging market. The generic issues are
to ascertain why Africa is perceived as being less attractive than other
regions and to suggest how this can be changed. Specific issues include the
importance of commodity dependence, the role of uncertainty (both
market uncertainty and uncertainty over policy), the implications of debt
overhang, the effect of the “inherited” capital stock and the consequences
of several decades of African socialism.

G. Country-focused studies

Research into the subject areas above is reinforced by expertise developed
in specific countries. In addition to South Africa, CSAE is carrying out
extensive macroeconomic research in four countries: Zambia, Uganda,
Ethiopia and Zimbabwe. In each case the research programme reflects the
development of long-term relationships between CSAE research staff and
institutions in the countries concerned, including governments, donors and
the academic community. The research programmes cover a range of key
subject areas as well as other themes. A number of other countries are the
subject of specific research and details are given in Section 2 below. CSAE
is also engaged in individual pieces of macroeconomic research outside the
main subject areas and these are detailed in Section 2.

Microeconomic programme

H. The country surveys
Microeconomic research in Africa is bedevilled by a lack of information as
to how the various economic agents (i.e., individuals and households, both
rural and urban, small and larger manufacturing companies, service
companies, etc) actually behave. How do they react to, say, changes in
prices, either as consumers or as producers? How does trade liberalisation
affect the activities of domestic firms? What is impact of reform on income
levels, saving and wealth? How do farmers respond to changing incentives?
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(iiii)

(iv—=vi)

CSAE is in a unique position because it has built up an extensive and
rich bank of data on the behaviour of households and firms through
surveys, in particular, panel data surveys. These surveys involve repeated
interviews of the same sample at intervals over a period of several years.
Such surveys are especially useful for tracking the effects of major changes
in the economic environment as are currently being experienced in many
African economies.

CSAE has conducted panel household surveys in rural areas of
Ethiopia, Uganda and Zimbabwe. Panel enterprise surveys of firms have
been carried out in Ghana and Ethiopia. Comparative cross-country surveys
of firms in 10 further countries, as part of a project on regional integration
and trade liberalisation jointly with the AERC, complement the in-depth
research possible with panel surveys.

These surveys cover:

Rural dynamics
The largest data collection effort organised by CSAE is in Ethiopia,
followed by those in Zimbabwe and Uganda.

The Ethiopian surveys, in particular, offer the exciting prospect of
tracking the entire economic transition starting shortly after the cessation
of civil war and the collapse of the Communist regime. The surveys allow
changes in the behaviour of farmers and households in response to reform
to be monitored. The response to newly introduced market incentives can
be ascertained and the sections of society identified that respond most —
for example those with a greater level of productive assets such as cows. At
the same time changes in rural welfare can be assessed to ascertain both if
rural households become better off as a result of market liberalisation and
the processes by which their livelihoods may improve.

Enterprise dynamics

Most countries in the world that have experienced rapid and sustained
growth have done so through manufacturing, especially in the early stages
of growth. In the so-called "East Asian Miracle’ economies such growth
was export led. A key issue for Africa is whether it can become an exporter
of manu-factures. Many doubt that its economies can develop such a
competitive advantage.

The enterprise surveys have an important role to play in addressing such
issues. The Ghana survey is the most compre-hensive and longstanding of
those being carried out by CSAE. The newer collaborative study of the
effects of trade liberal-isation on ten countries promises to enlarge upon
some of the early results from Ghana.

In assessing links between manufacturing and growth potential, CSAE's
research has provided the first evidence of the success of Ghana's
liberalisation reforms. This evidence suggests that growth results from
domestic manufacturing re-orientating activities away from import
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competing sectors to other sectors. Other work by CSAE in Ghana
suggests that firms' social networks of business contacts lead to increasing
returns, because of information feedbacks. Academically this is important
as it provides a microeconomic test of endogenous growth theory. But the
practical implications for manufacturing in Africa may be equally important.
These may be that specialisation in related industries, where inter-firm
informational flows are maximised, is preferable to a broader manufacturing
base.

A crucial issue in building up a manufacturing base is confidence.
CSAE's research has confirmed that profitable firms are keen to invest. But
the confidence in the macroeconomic climate, essential to positive
investment decisions, is often lacking. This microeconomic work on
investment complements CSAE's growing macroeconomic research in the
same area. CSAE is looking to build on recent research in America
regarding investment, uncertainty and irreversibility. Analysis of these issues
is crucial to understanding Africa's poor investment record and how
investment and growth rates may be improved.

CSAE is beginning to cast light on competitiveness. The surveys have
documented the continuing problems of falling productivity in Ghanaian
manufacturing. This limits firms' ability to switch successfully into
exporting. If this tendency is widely confirmed, the outlook for export-led
manufacturing growth for Africa may well be limited.

Other themes of CSAE's microeconomic research

CSAE now has sufficient information to analyse a wide variety of issues that
give insights into the workings of African economies and the likely
responses to economic change and reform. The major themes of the
microeconomic programme are summarised below. These projects are
described individually in Section 2 (under the same headings as in this
chapter), where the names of project managers and a listing of recently
available papers are given for users who would like more information.

l. Human resource development
An important and topical question throughout the world is the relationship
between education and living standards. CSAE has found a clear association
between education and living standards in Uganda, which holds for both
rural and urban areas and amongst the poor and non-poor.

A key issue in Africa is the determinants of child health. To what extent
is health influenced by individual or community characteristics? What are
the implications for public policy? A current analysis of CSAE's data on
Zimbabwe is examining this issue. Parallel work in Uganda shows the
central role of education in improving health. This results from parental
knowledge, particularly the mother's knowledge, of disease prevention.
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J.

K.

L.

Labour markets and returns to education

Analysis of CSAE's surveys suggest some evidence of uncompet-itive labour
markets, with worker earnings correlated with their employers' profits
rather than based on a going market rate. This may limit potential for
increased productivity.

Other evidence from Ghana, that education increases product-ivity (as
well as earnings), may be problematic for manufacturing competitiveness,
given the generally low standards of education. In academic terms,
establishing this link between the benefits of education to individuals and
the benefits to firms has been a major finding of research at CSAE.

Agriculture

Many African countries have traditionally imposed both price and direct
controls on agriculture. Liberalisation is now taking place in several
countries with increasing emphasis on allowing farmers market incentives
so that they can make their own economic decisions. This raises important
questions as to how farmers are likely to act and with what consequences.

The response of farmers to rapid changes in commodity prices is an
important policy issue. Received wisdom has often suggested that the
windfall receipts of price booms should be taxed. CSAE work suggests
otherwise. The Ethiopian surveys have coincided with the recent world
coffee boom, enabling the response of coffee farmers to be monitored, the
first time in the world that such data gathering has been possible. Detailed
analysis will take place over the next two years.

Poverty, asset accumulation and growth

An important question for researchers and policy makers is why some
households prosper, others do not. In particular, it is important to
understand the role of public policy. CSAE is examining the determinants
of wealth accumulation, using the Zimbabwe panel data in a project over
the next three years.

A priority for research is to establish changes in farmer welfare
following liberalisation. Initial results point to a substantial improvement in
welfare following reforms, with the greatest improvements accruing to
households with productive capital assets, such as livestock. Parallel research
looking at how farmers react to new market opportunities suggests that
those with assets are more likely to take risks and innovate. Other work
examines how farmers make decisions to innovate. Under-standing their
decision-making processes is important as innovation is established as a key
source of growth in agri-culture.

Gender and household issues

It has already been suggested that raising levels of female education has
positive benefits, not least in improving child healthcare. In much of Africa
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females receive less education than males. More surprisingly, and for a
variety of reasons, females appear to perform relatively badly compared
with males receiving the same amount of education.

An investigation of the role of female income in household welfare
supports arguments for expanding female education, given that education
levels and income tend to be correlated. It has been found that females tend
to spend increases in income on food, whereas the same income in the
hands of males sees a greater proportion of the household budget spent on
alcohol and tobacco.

N. Environmental issues
The initial results of some new work by CSAE appear to challenge the
generally held pessimistic view that the economic interests of African
countries are consistent with environmental degradation. CSAE's research
suggests that the incremental costs of environmental clean ups may often
be small in compatison to efficiency gains from price and enterprise reform.
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Section 2: CSAE's research projects

(CSAE members and research associate authors highlighted)

A summary of CSAE's macroeconomic and microeconomic research
projects follows. For ease of reference, the format is the same as given in
the previous chapter which overviews the research programme. For the
reader who requires more complete details of the researchers and their
publications, these are given in Appendices A and B.

The macroeconomic research programme

A. The economics of transition and liberalisation

(i)

The economics of the transition is an over-arching theme of CSAE's
macroeconomic research. Work has been carried out on nine countries;
Zambia, Uganda, Ethiopia, Nigeria, Kenya, Mozambique, Zimbabwe,
Tanzania, and Namibia, all of which are undergoing reforms of differing
degrees and from widely differing starting points. In general, however, many
common themes characterise the transition. Countries have moved from
controlled policy regimes, where prices and resource allocations were
determined by administrative fiat, to more liberal market determined
regimes, where goods, factor and asset prices are market determined.
Similarly, steps have been taken to reduce the scope and nature of public
sector activity, through decentral-isation and privatisation. CSAE's research
in this area has covered a variety of issues relating to the liberalisation
process.

The transition from African socialism

An overview of aspects of the economics of transition in Africa is provided
by a forthcoming book entitled The Role of the State in Key Markets: Africa and
Socialist Economies. The book arose from a project coordinated by the World
Bank and examines three broad issues: the role of the state and the
performance of markets, public enterprises and privatisation, and
agricultural reform. A common theme running through the book is the role
of risk, uncertainty and information in determining the way in which
nascent markets function (or fail to function) in the transition from
controlled to market-based economies. Five members of CSAE made
contributions to the book.

Project manager: Paul Collier

Project papers available:

J. Paulson (ed.) The Role of the State in Key Markets: Africa and Socialist Economies,
London: Macmillan, 1995.
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(ii)

The following chapters from the book are also available as CSAE mimeos:

C.S. Adam "Privatisation in Sub-Saharan Africa: Issues in the Regulation and the
Macroeconomics of Transition®, 1994.

D.L. Bevan and P. Collier "The Macroeconomics of the Transition from
African Socialism”, 1994.

P. Collier and J.W. Gunning "Exchange Rate Management in Liberalising
African Economies”, 1994.

P. Collier and J.W. Gunning ‘The Impact of Liberalisation on Private
Investment', 1994.

Trade liberalisation

Trade liberalisation is a key component of economic transition: it provides
a benchmark in terms of world market prices and quality standards to
govern the restructuring of domestic output along competitive lines. CSAE
is contributing 