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I ECONOMIC, SOCIAL AND POLITICAL OVERVIEW 

ECONOMIC OVERVIEW 

A Developments and Trends l n  Recent Years 

Since the  overthrow of t h e  Nkrumah Government I n  1966, 
Ghana's e f f o r t s  t o  develop have been hampered by t h e  presence 
of four  key problems 

An m a b l l r t y  t o  evolve a development s t ra tegy  
whlch would Impact successfully upon t h e  
majorlty of Ghanaians producing not only an 
Increase i n  welfare but  a l so  an lncrease l n  
the equl ty of t h e  d l s t r l bu t ron  of t h a t  
welfare 

A shortage of forelgn exchange r e l a t l v e  t o  
development needs and an overdependence upon 
cocoa as  an earner  of forelgn exchange and 
a s  a producer of domestlc revenue. 

Rapidly r l s l n g  government expenditures leadmg 
t o  pe r s i s t en t  budget def i c l t s ,  an undesirable 
r a t e  of lncrease m the  money supply and a 
substant la1 amount of l n f l a t zon  

A masslve ex terna l  debt whlch Ghana was 
committed t o  serv lce  out of l l m ~ t e d  and 
unstable  forelgn exchange earnlngs 

There were strong lndlcat lons t h a t ,  a f t e r  t he  perlod of 
s tab i lxza t lon  under t h e  Natlonal Llberat lon Councll, t h e  Busia 
Government was movlng towards a s e t  of econornxc po l i c l e s  t h a t  
would, over tune, have la rge ly  overcome these problems Indeed 
t h e  c r l t l c a l  f a l l u r e  of t he  Busla Government was not a f a r l u r e  
t o  develop an appropriate s t ra tegy  but  r a the r  a faxlure t o  
develop a p o l l t i c a l  environment whlch would produce a broad 
base of support f o r  such a s t ra tegy  The discontent  brought 
about by the  s a c r i f i c e s  ~ n h e r e n t  r n  the  s t ra tegy  plus t he  
general lack of understandma of t h e  s t ra tegy  l t s e l f  strength- 
ened the hand of those who sought f o r  other  reasons t o  over- 
throw t h e  Busra Government As a r e s u l t ,  t h e  evolutron o f  
the Busra economlc s t ra tegy  was ha l ted  and t he  c r l t i c a l  
problems rerna~ned t o  be solved 



Whlle t h e  Natlonal Llberat lon Councll and the  Busla 
Government repudiated the s t a t l s t ,  centrally-planned, ~ n d u s t r y -  
based economc growth strategy tha t  charactenzed the Nkrumah 
era ,  they experienced difficulty In  developmg an economlc 
s t ra tegy  t h a t  would Impact successfully upon the  low income 
group t h a t  makes up the  majority of Ghana's r u r a l  populatlon 
Under both governments large amounts of money were spent t o  
m a n t a i n  the  established standards of sa la ry  and benef l t s  of 
c l v l l  servants and amenltles f o r  t he  urban populatlon, Whlle 
the  needs of the  r u r a l  areas were not en t i r e ly  neglected, 
expenditures and programs tended t o  be dlrected a t  the  more 
a f f luen t  portlon of t h i s  sec tor  

L l t t l e  e f f o r t  was made t o  reach the  poor small- 
holders who make up 82 percent of t he  nat lon 's  ag r l cu l tu ra l  
populatlon and produce 80 percent of t he  na t lon ' s  food. 
Because they wleld l l t t l e  p o l l t l c a l  mfluence and a r e  so 
numerous and dxspersed a s  t o  be difficult t o  encourage and 
support, they tended t o  recelve a low welght I n  the  development 
equation despl te  t h e l r  l a rge  contr ibut ion t o  Ghana's output 

Towards the  end of t he  Busra Government t he re  was, 
however, a growlng awareness t h a t  t h e  cos ts  of falling t o  
reach the  small, low Income farmers had been hlgh Ghana 
continued t o  remaln dependent upon food ~mpor t s ,  r e a l  growth 
per capl ta  was very s l l g h t  and urban unemployment presented 
a growing problem. The transformation of t he  qua l l ty  of 
r u r a l  l l f e  and increased mcentlves  and rewards t o  ag r l cu l tu ra l  
production were recelvlng grea te r  a t t en t ion  on the  pa r t  of 
government polmy makers when the  coup forced the  Busla 
Government from o f f l c e  ea r ly  I n  1972 

B. The Economy Under t he  NRC 

Overall Economlc Performance 

Upon comng t o  power the  MRC abandoned t h e  Busla 
~overnment 's  market-orlented approach t o  dealing wlth t h e  
problems of the  external  s ec to r  and substituted a system 
of d l r e c t  controls  accompanied by appeals t o  patriotism 
and support of t he  'kevolutlon" as mcentlves  t o  produce. 
While t h l s  approach was successful In  reduclng the volume 
of ~mpor t s  i n  1972 and 1973 and i n  r e s t ruc tu rmg  the  com- 
posl t lon of t he  "lmport bundle," unpublished statistics now 



conflrm t h a t  t he  r a t e  of economlc growth was reduced a s  a 
resul t .*  Qulte slmply put ,  ~t seems unl lkely t h a t  Gross 
Domestic Product grew su f f l c l en t ly  rapldly t o  malntaln a 
constant per capl ta  Gross Domestlc Product I n  t h e  years  
1972 and 1973 There seems l l t t l e  reason t o  expect sub- 
s t a n t l a l  improvement I n  1974 

The Agricultural Sector Assessment provldes a de ta l led  
review of t he  performance of t h l s  sector  over recent  years 
Suff ice  ~t t o  say here  t h a t ,  consldermg a l l  the  mfo rma t~on  
t h a t  1 s  aval lable ,  ~t seems l l ke ly  t h a t  the performance of  
the  agricultural sec tor  exceeded the  performance of t he  
econoq a s  a whole over t he  years s ince the  NRC came t o  
power Thls 1 s  particularly t rue  f o r  the  1973 crop year 
Thls has  resul ted from the  f a c t  t h a t  t he  sec tor  i s  r e l a t i v e l y  
l e s s  dependent upon Imports ( the  reductlon of whlch hu r t  the  
performance of other sectors)  and from the  f a c t  that: t he  NRC 
has glven the  sec tor  very hlgh p r i o r i t y  and a good dea l  of 
emphasls though wlth a b l a s  toward l a rge r  farmers uslng 
cap l t a l  ln tens lve  techniques 

Cocoa pr lces  have been favorable recent ly and t h l s  
has served t o  lncrease subs tan tsa l ly  t he  resources ava l lab le  
t o  Ghana's domestlc budget and the  forelgn exchange ava l lab le  
f o r  ~mpor ts ,  A t  t he  same t m e  exports of raw cocoa have f a l l e n  
l n  volume slnce the  record year  of 1965 (494,000 long tons) 
with Ghana accountmg f o r  a decreasing share of world produc- 
t l o n  The Government of Ghana 1 s  very c l ea r ly  aware of thxs 
problem. A Natlonal Cocoa Production Coumnttee was recent ly 
inaugurated t o  examme and seek t o  solve t h e  economc and 
soc la l  problems whlch have contrlbuted t o  Ghana's absolute 
and r e l a t i v e  d e c l m e  a s  a cocoa producer Increases l n  the  
producer p r l ce  (25 percent In  September 1972, 20 percent I n  
September 1973 and 25 percent sn August 1974) a s  well a s  
lmprovements In  l oca l  purchasing arrangements should provlde 
an lncent lve t o  mcreased production 

* The Central Bureau of S t a t s s t l c s  has de te r lora ted  I n  recent 
years  As a r e s u l t  the  accuracy and v a h d l t y  of t h l s  unpub- 
l lshed da ta  IS S U ~ J ~ C ~  t o  some questlon It seems reasonably 
safe t o  assume t h a t  ~t can be used t o  lnd lca te  whether t h e  
econorty (or a sector)  has grown more o r  less r a p ~ d l y  than xn 
earller years and ~t IS so used In t h ~ s  d l s c u s s ~ o n  It would 
seem unwlse t o  use x t  as a b a s l s  of comparison wlth respect  
t o  mte r - sec to ra l  performance o r  f o r  precxse determinations 
wlth respect t o  the  overa l l  l eve l  of econom-Lc a c t l v i t y  
Accordmgly, lt 1 s  not reproduced here 



The unpublished Central Bureau of S t a t i s t i c s  da t a  
c l t ed  above a l so  tend t o  conflrm t h a t  t he  performance of 
the  manufacturing sector  has been reduced i n  t h a t  i t s  con- 
t r l bu t ion  t o  Gross Domestlc Product grew l e s s  rap ld ly  l n  
1972 and 1973 than was the  case i n  e a r h e r  years. This 
has resul ted no doubt from the  r e s t r l c txon  of imports i n  
terms of volume and the  restructuring of t he  composition of 
t he  "import bundle'' t h a t  took place i n  1972 and 1973. This 
reduction and res t ruc tur ing  of Imports resu l ted  l n  shortages 
of spare pa r t s  and raw materials such t h a t  the sec tor  could 
no longer perform as  i t  had i n  t he  past 

There was some reason t o  hope t h a t  t h i s  s l t u a t l o n  
mxght Improve I n  1974 a s  the  GOG al located $619 ml l l lon  f o r  
imports t h l s  year a s  opposed t o  $396 mll l ion and $536 m111on 
In  1972 and 1973 respect ively Reports reaching the  Mission 
~ n d i c a t e ,  however, t h a t  shortages of spares and z 3 w  mater ials  
remain a c r l t i c a l  problem fo r  c e r t a i n  m d u s t r l a l  a c t l v r t i e s  
Thls would seem t o  be due t o  two factors .  F i r s t ,  much of the 
apparent Increase w l l l  be requlred t o  o f f s e t  the  e f f ec t s  of 
worldwide m f l a t l o n  Secondly, and more importantly, there  
is  c l e a r  evldence t h a t  the import licensing system i s  experi- 
encing d i f f i c u l t i e s  As of August of t h i s  year imports i n  
1974 amounted t o  $630 ml l l ion  o r  an amount I n  excess of the  
mtended $619 rmllion f o r  t he  f u l l  year Thls i n  turn  has 
resu l ted  l n  a d e f l c i t  (January-August) of $25 mil l ion on 
merchandlse account. As a r e s u l t  t he  GOG has,  f o r  t he  moment, 
been forced t o  retrench by canceling 50 percent of t he  value 
of a l l  import l icenses outstanding (against which l e t t e r s  of 
c r ed l t  have not been lssued) and by imposlng a moratorium on 
the  Issuance of new l lcenses  

I n  b r l e f ,  t he  NRC appears t o  be encounterlng the  same 
s o r t  of problew xn adrmnistering imports t ha t  have plagued 
previous governments Given the current duty s t ruc tu re  and 
the  overvalued cedl ,  t he  pressures upon the  system a r e  simply 
too great .  As a r e s u l t ,  when foreign exchange resources a r e  
r e l a t i ve ly  plentiful imports surge rapldly ahead only t o  be 
reduced sharply when the  foreign exchange i s  exhausted 

A rapid and persistent r a t e  of inflation contmues t o  
pose a problem Insofar  as  t he  performance of the  economy i s  
concerned From June 1973 t o  June 1974 the  o f f l c l a l  nat lonal  
consumer pr lce  index fo r  a l l  items rose by nearly 20 percent 
Increases i n  the  p r i ce  of loca l  foodstuffs accounted fo r  some 
54 percent of t h l s  increase 



That t he  lower lncome group I n  Ghana has become worse 
of f  In recent years 1s  beyond doubt A stagnant o r  declining 
average per cap l t a  GDP comblned wlth subs tan t ia l  r a t e s  of 
l n f l a t l o n  1 s  c e r t a l n  t o  reduce t h e  welfare of the lower rncome 
group whlch 1 s  l e a s t  ab le  t o  protect  i t s  pos l t lon  l n  t he  face  
of inflation Most of t he  inf la t lonary  impact on pr lces  i s  
re f lec ted  I n  t h e  contlnulng r i s e  l n  pr ices  of foodstuffs  
The urban poor who must of necessi ty  spend a la rge  port lon of 
t h e m  incomes on food a r e  thus particularly vulnerable while 
simultaneously the r u r a l  poor who m g h t  be expected t o  respond 
t o  t h e  hlgher pr ices  a r e  prevented from doing so by the made- 
quacy of t h e l r  inputs ,  too ls ,  technology, In f r a s t ruc tu re  and 
l n e f f l c i e n t  access t o  markets Clearly,  what 1s ca l led  f o r  i n  
terms of both growth and equity 1 s  a balanced s t ra tegy  t h a t  
provldes the  urban poor wlth increased employment and lncome 
and f r ees  the  r u r a l  poor from the  rmpasse 1n whlch they a r e  
cur ren t ly  caught 

Revenues and Expenditures 

The NRC, a s  was the  case with the  Busia Government, has 
not been successful i n  containing recurrent  expenditures and the  
magnltude of t he  overa l l  d e f l c l t  A s  Table I shows, recurrent  
expenditure rose  by 25 percent from FY 1973 t o  FY 1974 and 1 s  
expected t o  r u e  by 33 percent from FY 1974 t o  FY 1975 A good 
port lon of these  increases  have resu l ted  from lncreased person- 
n e l  expenditures a s  t he  government has mcreased the  wages and 
s a l a r l e s  of c l v l l  servants  i n  an attempt t o  cushlon t h e i r  
standard of l l v lng  I n  the  face  of r i s l n g  pr lces  The l a s t  
round of increases  alone w l l l  cos t  some $30 m ~ l l r o n .  On one 
point t h e  NRC should be  given due c r e d i t  The Increase i n  
recurrent  expenditures would have been even grea te r  had the  
subsidles on ce r t a ln  essential c o m o d ~ t l e s  not  been withdrawn 
a t  the  end of FY 1974. 

It can a l s o  be noted from Table I thaL c a p i t a l  expendl- 
t u re s  a r e  expected t o  Increase sharply l n  FY 1975 Thls Increase, 
I£ ac tua l ly  real lzed,* w l l l  fu r ther  contr ibute  t o  the  magnltude 
of t he  d e f l c l t  whlch 1 s  expected t o  amount t o  $289 rmlllon I n  
FY 1975. Such a d e f l c l t  cannot help but  place substant la1 
pressure on the  ove ra l l  l e v e l  of pr lces  

J. I n  years  past  ac tua l  c a p ~ t a l  expend~ tu re  has tended t o  f a l l  
below the  l eve l  e s t~ma ted  due t o  d ~ f f x c u l t l e s  encountered In 
~mplamentmg the  varlous pro jec ts  t h a t  make up the  cap l t a l  
budget 



The new revenue measures announced for FY 1975 are 
summarized in Table I1 As the table mdicates they are 
expected to produce nearly $15 milllon In additronal revenues 
This is a very small amount in view of the increases anticipated 
with respect to current and capital expenditures. Table I11 
provides an overnew of revenues from domestic sources over 
the perlod FY 1973 to FY 1975 While revenues have increased 
in absolute amount over the period, they have failed to keep 
pace with rncreases ln expenditures such that the necessity 
to resort to deflclt finance has increased. 

Tax effort, as far as non-cocoa recelpts are concerned, 
has very probably decllned under the leadership of the NRC as a 
result of a number of actions which have reduced the tax base 
and/or the rates ~mposed. Examples of this are to be found in 
the elimination of Busia's Natlonal Development Levy, the 
decreaee zn the average Import duty which resulted from the 
recent revlsion of the schedule of Import duties and the reduc- 
tlon in the rate of tax lmposed on gasollne to cushion the 
impact of the petroleum crlsis on Ghanaian consumers The 
recent ellmination of import duties on sugar wlll result in 
a revenue loss of f i . 4  milllon as well 

Desplte th~s erosion of the tax base and/or rates the 
NRC has made a serlous effort to improve tax collections 
This is particularly true wlth respect to taxes on Income and 
Property Revenue from this source is expected to mprove 
substantially in FY 1975 



CONFIDENTIAL 

Budget a t  a Glance 
(mi l l ions  of cedis)  

FY 1973 FY 1974 
Provlslonal  Rev~sed  

Actual 

I. Revenue, Total 413.1 - 
(a) Total from Domestic Sources 
(b) Total from Foreign Grants 

I (a) A l l  Current Includrng I n t e r e s t  
on Domestlc Debt 425.9 

(b) Capltal Outlay 101.0 

1. Development Pro jec ts  (95.0) 
2. D ~ r e c t  Investments - 
3. Other Caprtal  Payments ( 6.0) 

(c) External Debt S e r v ~ c e  9.9 

111 Gross ~ e f  ~ c l t / ~ u r p l u s  (1-11) -123.7 

I V  Flnanclng Def lc l t  (WD+E+F) +123.7 

(a) Repayment In t e rna l  Loans 15 5 
(b) New Internal  Borrowing 48 2 
(c) Net Domestrc Borrowing (b-a) +32.7 
(d) Gross Forexgn Borrowing 39 3 
(e) Other Capltal  Recelpts 7 7 
( f )  Change I n  Cash Balances ( - = mcrease )  $44.0 

FY 1975 Percentage Percentage 
Budget Change Change 
Estimate FY 73-FY 74 FY 74-FY 75 





TABLE I11 

Trends i n  Revenue 
(millions of  cedls )  

FY 1974 
M 1973 Revised 
Actuals Estimate 

Percentage 
Change 

FY 73-FY 74 

Percentage 
Change 

FY 74-FY 75 
FY 1975 
Estimate 

I Taxes on Production and Expenditure - 255 0 - 414 8 

Import Dut l e s  
Export Dut l e s  
Exclse and Local Dutles  
~ l s c e l  laneous&/ 

11. Taxes on Income and Property 

Incmne Tax 
Minerals Duty 
Property Tax 

111, Other Revenues 

Interest  and Prof z t s  
Miscellaneous 

IV, Total Revenue 396.2 592 8 

11 P r ~ m a r l l y  composed of s a l e s  t a x  on 
Imported and/or l o c a l l y  produced goods. 



Money and Credlt  

The money supply Increased by t h i r t y  percent between 
Aprll  1973 and t h e  end of March 1974 This increase contrlb- 
uted t o  the  persistent lnf la t lonary  pressures operating l n  
t he  economy 

With the  beglnnlng of the  197311974 f l s c a l  year the  
Bank of Ghana changed the  s t ruc tu re  of l n t e r e s t  r a t e s  The 
Bank of Ghana lowered i t s  dlscount r a t e  from exght t o  SIX 

percent and dmected the  comerc i a l  banks t o  lower t h e i r  
lending r a t e s  by two t o  3 5 percent with a maximum of t en  
percent I n  order t o  malntain t h e  commercial banks' earnmgs,  
the  banks were allowed t o  reduce t h e  r a t e  of i n t e r e s t  paid 
on t m e  and savlngs deposl ts  and the  small r a t e  of i n t e r e s t  
t h a t  had been pald on demand deposi ts  was abolished The 
r a t e  of l n t e r e s t  paid on three-month Treasury Bills i s  now 
above the  r a t e  paid on time and savmgs deposi ts ,  glving 
the  Government an improved posxtion vls-a-vis t he  banks In  
vying fo r  pr iva te  sec tor  funds. 

?$* A t  t h e  same t ~ m e  the  Bank of Ghana announced new 
credii! gu ide l ines  f o r  t h e  connnercial banks f o r  the  197311974 
f l s c a l  year Experience over t he  f i r s t  s i x  months of t he  
f l s c a l  year ind ica tes  t h a t  t he  aggregate increase i n  c r e d i t  
t o  the  p r iva t e  sec tor  and publlc e n t i t i e s  was p re t ty  much In 
l l n e  wlqh Bank of Ghana guidel ines  l n  t o t a l  The sec to ra l  
d i s t r i & t i o n  appears t o  have deviated a t  l e a s t  initially with 
nonprior i ty  sec tors  recelvmg more than should have been the 
case Credlt  t o  those nonprlor l ty  sec tors  was, however, 
relatively low on June 30, 1973, t h e  base da t e  f o r  t he  19731 
1974 c r e d i t  program 

Ghana's labor force (population aged 15 and over) 
increased by 1 99 percent a year over the  period 1960 t o  1970 
Ghana's work force (those employed I n  a l l  lndus t r les )  increased 
a t  a s l l g h t l y  higher r a t e  of 2 04 percent a year. Two important 
fea tures  of t h l s  growth requl re  c l a r l f l c a t l o n  

F l r s t ,  the  lncrease i n  female employment over the  
decade (2  93 percent per year i n  agr icu l ture  and 4 53 percent 
a year m non-agricultural pursui ts)  explalns about 75 percent 
of the  t o t a l  absolute Increase l n  Ghana's work force from 1960 

9 See Ghana Agricul tural  Assessment UsAI~lGhana December 1974 
by F Wmch and M Fuchs-Carsch f o r  a de ta l led  discussion of 
t h e  employment questlon 



t o  1970 Further,  t he  Increase m t h e  male labor  force i s  
significantly higher than the  increase i n  male employment 
I n  a l l  l ndus t r i e s  

Second, the proportion of the  number employed l n  
agriculture t o  the  r u r a l  populatlon decreased s l ~ g h t l y  over 
the  decade (from 32 percent I n  1960 t o  30 percent I n  1970) 
However, the  decrease m the  proportion of t he  number employed 
In non-agriculture t o  the  urban populatlon was grea te r  (from 
63 8 percent i n  1960 t o  55 0 percent m 1970) The decrease 
In  t he  r e l a t i v e  number of persons employed In  urban areas 
explalns a major pa r t  of t h e  decrease i n  the  t o t a l  number 
employed i n  a l l  lndus t r ies  i n  r e l a t i o n  t o  t o t a l  populatlon 
(38 0 percent I n  1960 and 36,7 percent i n  1970) These f a c t s  
suggest t h a t  r u r a l  areas  a r e  re leas ing  emigrants a t  higher 
r a t e s  than urban areas  can productively employ 

The extended f a m l y  i s  both a cause and a buf fer  t o  
the  e f f e c t s  of migration and unemployment. One of the  many 
f ac to r s  underlying migration i s  t he  number and Incomes of 
relatives res id lng  i n  urban areas Urban  migrants typically 
invest  a cons~de rab le  time m unemployment m t h e  expectatlon 
of increasing t h e m  r e l a t l v e  incomes over tlme i n  urban employ- 
ment The f m a n c l a l  cos t  of this mvestment t o  the  ~mmigrant 
1 s  s lgn i f l can t ly  reduced s m c e  he i s  supported by h i s  urban 

,'La r e l a t i v e s  However, t h e  soc l a l  cos t  of these investments 
6%' have several  important pollcy implications whlch w l l l  be * discussed m respect ive sec tor  d~scuss ions .  

'ta 



TABLE IV 

Changes m the Slze of Ghana's Labor Force and Labor 
Utllleatlon by Sex and by Major Sectors - 1960-1970* 

Absolute 
1960 - 1970 - Change 

Total Population Above Age 15 3,730 3 4,543 3 813 0 
Female 1,845 8 2,316 3 470.5 
Male 1,884 5 2,227 0 342 5 

Total Employed, All Industries 2,559 4 3,133.0 - 573 6 
Female 991 4 1,415 1 423 7 
Male 1,568 0 1,717 9 149.9 

Total Employed, Agriculture 
Female 
Male 

Total Employed, Non-Agriculture 978 2 1,342 3 364 1 
Female 412 5 642 5 230 0 
Male 565 7 699 8 134 1 

Annual Percent 
Rate of Growth 

*Source Populatlon Census of Ghana 1960 and 1970 



Balance of Payments Prospects 

The da t a  current ly ava l lab le  wlth respect t o  ~ h a n a ' s  
present and fu tu re  balance of payments s l t u a t i o n  must be used 
with extreme cautlon That t he  xmport licensing system 
fa l l ed  i n  1974 t o  contain lmports t o  l eve l s  t h a t  could be 
financed by current  export earnlngs seems c l ea r  The econormc 
and p o l i t i c a l  pressures were too grea t  f o r  the  system t o  with- 
stand t h e  pressure of pent-up demand A t  t he  present tlme, 
however, very l i t t l e  1s known about the  absolute magnitude 
of the  f a l l u r e  o r  t he  composltlon of t he  m p o r t s  t h a t  t h l s  
f a i l u r e  pernutted This makes lt very difficult t o  predlct  
t he  f l n a l  out-turn f o r  1974 and mfeas lb l e  t o  make an estimate 
f o r  1975. The fu ture  1 s  a l so  d l f f ~ c u l t  t o  forecast  i n  t he  
absence of a c l ea r ly  defined development plan The Ghana 
Government 1 s  aware of the  problems i t  faces and i s  worklng 
t o  resolve them. 

What follows as based on the  bes t  da t a  current ly 
ava l lab le  from t h e  IBRD Its accuracy i s  c l ea r ly  subject 
t o  questlon, however, glven t h e  problems t h a t  current ly e x ~ s t  
It i s  probably cor rec t  t o  say t h a t  t h l s  da t a  ind ica tes  the 
type of problems t h a t  Ghana faced In  1974 and w i l l  face over 
t he  remainder of the  decade The magnitude of t he  problems 
a r e  hlghly uncertain and the  following thus represents  an 
attempt t o  d e s c r ~ b e  the  s l t u a t i o n  a s  lt appears on the  bas ls  
of the  bes t  current ly ava l lab le  da t a  

Table V s e t s  fo r th  Ghana's balance of payments 
performance l n  recent years It revea ls  t h a t  during the  
f l r s t  two years  of ~ t s  tenure,  t he  N$C was able  t o  hold 
imports well  below t h e i r  1971 l e v e l  I n  1974, however, as  
already noted, lmports increased t o  a very h ~ g h  l eve l  a s  a 
r e s u l t  of pressures upon t h e  l x e n s i n g  system resulting from 
an overvalued cedl  and an inadequate l eve l  of import du t l e s  
Thls high l eve l  of Imports was fmanced by drawing on reserves 
t h a t  had been accumulated i n  1972 and 1973 It is  estimated 
t h a t  reserves f e l l  by $131 m-~l l lon  i n  1974, leavlng only 
$70 mi l l ion  avai lable  t o  cover unant ic lpated requirements ** 

* And a l t e r  t h e  compos~tion of t he  'kmport bundle" a s  well. 

+* Approximately two months' worth of Imports a t  1973 levels 



Table V1 contalns the  l a t e s t  ava l lab le  IBRD project  Ion 
of Ghana's balance of payments pos l t lon  and resource s h o r t f a l l  
over the  perlod 1976 t o  1980 * Imports have been projected a s  
those wh~ch would be requlred t o  support and s u s t a m  a r e a l  
r a t e  of growth In GDP rzs lng  from f l v e  percent I n  1976 t o  
6-7 percent by 1980 T h ~ s  1 s  a more rapid r a t e  of growth In  
GDP than had been assumed In  e a r l l e r  IBRD projections and ~t 
represents  an attempt t o  make the  projection reasonably con- 
s ~ s t e n t  w ~ t h  Ghanalan development plannlng goals whrch would 
r e q u ~ r e  t h a t  GDP grow by 5-6 percent per annum (on the  
average) over the perlod 1975 t o  1980 The projection takes 
account of the  Increased cost  of petroleum and the debt r e l l e f  
provlded by the  recent rescheduling 

Even on the  assumption of subs tan t la l  external  
ass i s tance  In the form of publ lc  t r ans fe r s  and p u b l ~ c  medlum 
and long term lendmg, t he  t a b l e  reveals  t h a t  Ghana w r l l  face 
subs tan t la l  resource gaps over t he  remainmg years of t he  
decade Thls 1s  t r u e  whether o r  not Ghana decldes, o r  i s  
able,  t o  b u ~ l d  up a leve l  of reserves equal ~n value t o  three  
t o  four months of a growlng import requxrement over the 
remainder of t he  decade. Such reserves would be requlred I£ 
Ghana were t o  conslder l l b e r a l l z m g  her system of forelgn 
exchange controls  It 1 s  not a t  a l l  l l k e l y  t h a t  addl t lonal  
assis tance w i l l  be ava i lab le  t o  cover t h l s  gap e n t l r e l y  
Ghana w l l l  have t o  take ce r t a ln  v i t a l  act ions herse l f  ~f she 
1s  t o  have access t o  the  resources required t o  support and 
sus ta ln  m d e r a t e  economxc growth More spec l f l ca l ly ,  Ghana 
w l l l  have t o  sharply l ~ m l t  nonessential  m p o r t s  and replace 
imports ( 1  e., notably rxe ,  cotton, sugar) with domestic 
production t o  the m a x ~ n m  posslble  extent  It w l l l  a l so  have 
t o  expand exports even m e  raprdly than has been assumed 

* It 1s  not possible  t o  pro jec t  Ghana's balance of payments 
posl t lon 112 1975 a s  no uzformation IS aval lable  a t  present 
regarding the  composition of 1974 lmports I f  1974 lmports 
tu rn  out t o  cons ls t  of la rge  amounts of consumer goods, ~t 
would be d l f f ~ c u l t  t o  reduce lmports I n  1975 without 
hmderlng economic growth I f ,  on the  other  hand, 1974 
lmports provide a subs tan t la l  addl t ion t o  Ghana's stock 
of cap i t a l ,  a reduction of 1975 lmports would be posslble  
wlthout severe hardshlp 



I n  t h e  t a b l e  attached and encourage foreign Investment t o  
t h e  maximum possible  extent.* I n  order  t o  a t t a m  these  
goals ,  however, t he  domestic economy w l l l  have t o  be 
s t ab l l l zed ,  inflation held t o  a minimum, domestlc savlngs 
encouraged and a s e t  of Incentives and supportive pol ic res  
and programs adopted t o  make a breakthrough i n  non- 
t r a d l t l o n a l  exports. Imports w i l l  have t o  be controlled 
i n  a more efficient manner a s  w e l l .  

* Negotlatlons a r e  now under way which could lead t o  
an investment of some $150 rmll lon t o  develop Ghana's 
bauxi te  deposl ts  and s e t  up an alumnum plant.  



TABLE V 

Nor-f actor  serv-css (net) 
hve,tmertJ hcorre (net) 

(of w h x h  Interest  on ned/long debts) (-m) 
Pr~vaze  Trensf ers (net) -1 - 0.6 
Off ~1.4. T r a s f  er  (net) - 1 1  .O 

Balance on Currerh Account -1 75.9 

Profits (net) 
a )  RscemLs 
b) ~ > q m e i t  i-3.7) 

(21) Short-Term Capital Net (decrease-) 68.9 
Goverment qet  
(-i)-3Ge Term Loans Ret 

a )  Recembs 
b) Pavments (-1 3 .I 1 

(h) Sterlulg & Other Assets Net -0.1 - 

Prov Estl?fe 1974- 
AcfXdl Millions of 
1973 U s Dollars 

Source: Bark of C\-iqa 



TABLE V I  

BALANCE OF PAYMENTS PROJECTIONS - 1976-1980 
(Mllllon $) 

(Current Pr lces  and Current Exchange Rate) 

Imports (Includmg NFS) 
Exports (Including NFS) 
Balance of Goods and NFS 
Factor Servlces - Tota l  
a) I n t e r e s t  on Publlc Debt 
b) I n t e r e s t  on Other ~ e b t z /  
c) Other Factor Servxces (Net) 
Workers ' R e ~ t t a n c e s  
Current Transfers (Net) 
a) Pr lva te  
b) Publlc 
Balance on Current Account 

b/ Pr lva te  D ~ r e c t  Investment (Net)- 
Publlc M&LT Loans 
a) Dlsbursernents 
b) Repayments 
c )  Net Dlsbursements 
Other M&LT (Net) 
IMI? Drawmgs/Faclllty 
Other Short-Term Debts 
Use of Reserves 
Uncovered Gap (wlth 

c / reserve bu~ld-up)- 
Uncovered Gap (wlthout eserve 

burld-up 14-13-4b)d 

a/ I n t e r e s t  on o ther  debt i s  pos l t lve  durmg 1976-1980 because of 
m t e r e s t  earnlngs on accumulated reserves 

b/ Shown on ne t  b a a s  assumlng renuttance of p r o f l t s  and d lv~dends  - 
amounting t o  about $15 rmll lon a year between 1976-1979 

c/ Calculated on t he  basrs  of imports requmed t o  support growth l n  - 
Gross Domestlc Product of 5 percent In 1976, r r s m g  t o  6-7 percent 
In 1980 



Impact of the  World Petroleum Crisis and In f l a t l on  

There can be no questlon t h a t  Ghana's development e f f o r t s  
have been s e t  back by the  petroleum c r l s l s  and m f l a t l o n  Ghana 
spent $40 mll l lon on petroleum imports I n  1973 Thls 1 s  expected 
t o  lncrease t o  $185 mll l lon I n  1974 and t o  $354 mll l lon by 1980 
I n  the absence of t he  petroleum c r l s l s ,  the  r e l l e f  provlded by 
the  recent debt reschedulmg plus t he  new commitments on the 
pa r t  of the  donors would have been su f f l c l en t  t o  close the 
resource gap over the remaxnder of the decade even on the  
assumption o f  3-4 months' accumulation of forelgn exchange 
reserves 

There 1 s  l l t t l e  t h a t  Ghana can do t o  e f f e c t  economxes 
In  ~ t s  consumption of petroleum oroducts a s  most go t o  provlde 
essential transportation f o r  goods and people. The b l l l  w i l l  
slmply have t o  be pald. The r e a l  questlon 1s whether Ghana 
can pay t h i s  b ~ l l  and contmue t o  afford t h e  other  lmports 
requlred t o  support a d  sus ta ln  moderate econoauc growth 

~ h a n a ' s  balance of payments w l l l  a l so  be affected by 
t h e  Impact of t he  petroleum c r l sxs  on t h e  pr ice  and a v a l l a b l l l t y  
of fertilizer and ~ n s e c t l c l d e s ,  though r t  IS lmposslble t o  
quantify the  preclse  mpact.  More importantly there  1s  a 
question of how long the  Ghana Government can contlnue t o  
subszdlze the  p r l ce  of f e r t l l r z e r  I n  t he  face of contlnulng 
increases i n  i t s  world p r l ce  F e r t l l l z e r  1 s  now sold t o  
Earners a t  15 percent of ~ t s  cos t  t o  the  Ghana Government 
Further Increases In  t h e  world pr lce  would lncrease the  sub- 
s ldy element and the  burden ~t imposes on government flnance 
To reduce o r  remove the  s u b s ~ d y  could have far-reachlng e f f e c t s  
on the  output of rxce and mame, both crops wlth respect t o  
whlch Ghana 1 s  almlng a t  s e l f - s u f f ~ c l e n c y  

Abstractmg from petroleum, worldwide l n f l a t l o n  1s  
l l k e l y  t o  c rea te  d ~ f f l c u l t l e s  as well Ghana's small 
m d u s t r l a l  base IS hlghly dependent on rmports whose pr lces  
a r e  rlsxng Wlth the  exception of rubber (whlch i s  not now 
exported but  could be i n  the  future) ,  gold and alumxnum, 
the  pr lces  of Ghana's exports a r e  not l l ke ly  t o  keep up 
wlth the pr ices  lt must pay f o r  lmports In f l a t l on  w l l l  
a l so  c r ea t e  budgetary problems f o r  t he  Government a s  ~t 
attempts t o  malntam the  standard of l ~ v l n g  of cer ta rn  
lncome groups through t h e  mpos l t lon  of r e t a l l  p r lce  
controls ,  responds t o  pressures f o r  wage increases  and 
seeks t o  malntaln government servlces  In  t he  face of 
mountlng cos ts  



External Debt 

I n  February 1972 the  NRC Government repudiated c e r t a m  
medium-term external  debts  (which lt held t o  be t a ln t ed  with 
corrupt xon) and announced the  reschedulmg of the remainder l n  
accordance wlth IDA terms I n  October of 1972 Ghana's c r ed i to r s  
met l n  London and formulated a counter-proposal Out of a 
subsequent s e r l e s  of meetings and d i s c u s s ~ o n s  a f l n a l  agree- 
ment was reached In  Rome I n  March of 1974 Thls agreement 
1 s  now In  the  process of besng implemented Thls agreement 
w l l l ,  unl ike prevlous debt reschedullngs, provlde Ghana 
with long-term debt r e l l e f  wlthln a framework t h a t  i s  con- 
s i s t e n t  with Ghana's e a r l i e r  publ lc  statements on the debt 
question The IBRD has estltnated t h a t  the  lmplementatlon 
of t h i s  agreement w l l l  provlde Ghana wlth debt r e l l e f  amountmg 
t o  $168 0 mll l lon  over t he  perlod 1974-1978 Unfortunately, 
the developmental lmpact of t h l s  r e l ~ e f  w1;1 be overshadowed 
by Increased petroleum pr lces  and the  Impact of worldwide 
l n f l a t l o n  

C Development Plannxng and Strategy 

The Planning Organization 

Some of t he  most l n t e r e s t lng  recent developments 
wlth respect t o  plannlng and s t ra tegy  concern changes In  the  
s t ruc tu re  of the  responsible organizations Early l n  1974 
the  Mlnlstry of F~nance  and Economlc Plannmg was split In to  
two separate  rmnlstr les .  Colonel Acheampong, Chalrman of the 
NRC, re talned h i s  po r t fo l lo  a s  head of t h e  M m ~ s t r y  of Fmance. 
D r .  Kwame Fordwor took charge of t h e  day-to-day operations of 
t h a t  Minlstry a s  Assistant t o  t he  Comlssloner but a l s o  
r e t amed  h l s  pos i t lon  a s  Executive Director  of t he  Capital  
Investments Board, 

The Minlstry of Econormc Planning po r t fo l lo  was vested 
In  Lt. Colonel R.J,A. F e l l 1  who formerly held t h e  po r t fo l lo  
f o r  Trade and Tourlsm. On March 21, 1974, Colonel Acheampong 
announced t h e  c rea t lon  of a Natlonal Economc Plannxng Council. 
The Councll cons is t s  of t h i r ty - th ree  members drawn from a wlde 
range of experienced people from both wlthin and outs lde the  
government. I t s  c rea t lon  may be seen a s  a major e f f o r t  t o  
b r m g  a maximum amount of t a l e n t  and experience t o  bear on 
~ h a n a ' s  development problems. Though most of t he  members 
w i l l  serve on a p a r t - t ~ m e  basxs, SIX permanent members have 
been appointed t o  posts  m an expanded M~nxst ry  of Econormc 
Plannmg. These changes alone should b r m g  about considerable 



improvement l n  economlc plannlng and pollcy maklng through 
a strengthenlng of the  depth of top l eve l  leadershrp In  
these two key m ~ n l s t r l e s  

Ghanalan Development Stratepy 

As noted I n  the followmg sect lon,  t he  Flve-Year Plan 
1 s  now l n  an ear ly  s tage of development A statement of 
s t ra tegy  and guldellnes f o r  t he  plan 1 s  scheduled f o r  com- 
p l e t lon  by mld-January 1975 A t  the same tlme, however, ~t 
1 s  posslble  from the publlc statements of L t  Col F e l l 1  and 
o thers  t o  ob tam an ldea of t he  probable t h rus t  t ha t  these 
documents may dlsplay 

It seems apparent t h a t  Ghana w l l l  not rever t  t o  the 
development s t ra tegy  of t h e  Nkrumah e ra  which placed a heavy 
emphasls on s t a t e  control  over almost a l l  econonc  a c t l v l t y  
and the  c rea t ion  of s t a t e  farms and lndus t r l a l  enterprises 

Rather, the  approach t o  be followed seems more l l k e l y  
t o  be marked by a "mixed-economy" approach wlth the  Government 
playlng a major r o l e  but  leavmg subs tan t la l  scope fo r  pr lva te  
Ghanalan l n l t i a t l v e  and forexgn Investment 

It seems c l ea r  a s  well t h a t  the  prlmary th rus t  of the 
F~ve-Year Development Plan w l l l  be dlrected towards the 
agricultural sector.  It 1s well understood t h a t  agr lcu l ture  
(par t lcu lar ly  small-scale agr lcu l ture)  forms the  b a s ~ s  of the 
Ghana~an economy and hence t h e  foundatlon upon wh~ch the  
development of the  other  sec tors  must r e s t  Thls belng the  
case ~t 1 s  reasonable t o  expect t h a t  t he  plan will glve sub- 
s t a n t l a l  emphasls t o  ensurmg t h a t  small farmers have access 
t o  c r e d l t ,  f e r t l l l z e r ,  pest lc ldes ,  too ls ,  and lmplements 
(wlth e f f o r t s  made t o  ensure t h a t  slmple lmplements w l l l  be 
domestically produced) and unproved methods Storage, 
marketing and t ransport  w l l l  a lso recelve a hlgh p r l o r l t y  a s  
a par t  of Ghana's e f f o r t  t o  ellmlnate ~ t s  food d e f l c ~ t  and t o  
produce raw materials fo r  =its Industry 

The Plan should a l so  gxve emphasls t o  the  creatxon of 
employment, the  moblllzatlon of savlngs and the  expansion of 
exports a l l  of whlch a r e  areas of c r l t i c a l  importance In a 
publlc statement In  April  1974 the  Comm~ssloner f o r  Economlc 
Plannmg stressed these polnts  a s  the maln needs of fu ture  
development pollcy f o r  Ghana 



Status  of t he  Development Plan 

The ~ a t i L n a l  Economc Plannlng Councll 1s  current ly 
preparing a s e t  of guidelrnes f o r  t h e  Five-Year Development 
Plan. These guidelines w i l l  be  Issued ~n January 1975. It 
i s  anticipated t h a t  they wall  present a comprehensrve out- 
l m e  of the development s t ra tegy  t o  be followed t o  the  end 
of the  decade From conversations wsth Ghana Government 
o f f i c i a l s  r t  seems l i k e l y  t h a t  the  guldelrnes w i l l  aim fo r  
a r e a l  r a t e  of growth I n  Gross Domestic Product amountmg 
t o  f i v e  t o  s l x  percent per annum wrth r e a l  government ex- 
pendrture growrng by four  percent per annum and consumption 
per capl ta  by three  percent per annum i n  r e a l  terms. 

The difficult pa r t  I n  ensurzng the  success of t h e  
plan la rge ly  remarns t o  be undertaken, however, Thls con- 
cerns the development of pro jec ts  and ~ n c e n t i v e s  t o  ensure 
t h a t  t he  varlous sec tors  perform as  they must t o  ensure t h a t  
t h e  goals of the plan a r e  met. The performance of t he  Ghana 
Government with respect  t o  t h i s  port lon of the  plannlng process 
w i l l  a l so  have a bearrng on the  ass l s tance  s t ra tegy  of U S A I D. 
a s  the  following sec t lon  mndlcates. 

Impllcatlons of t h e  Plan f o r  Sectoral  Development 

The Flve-Year Plan current ly under development w i l l  
Flave major implications f o r  hea l th  and agriculture, the two 
sec tors  U S A 1.D has chosen as  t he  prrmary focus of U S 
asssstance t o  Ghana The macro and m~cro-econormc pol lc ies  
t h a t  a r e  Incorporated In to  the  plan w i l l  condition the  cholce 
of appropriate development s t ra tegy  f o r  each sec tor  and ~ n f l u -  
ence the  degree t o  whlch U S ass l s tance  can help t o  ensure 
more meanrngful par t rc lpa t lon  f o r  the  lower Income group t h a t  
makes up the  majorrty of Ghana's population 

Wlth respect  t o  t h e  hea l th  sec tor  the  Issues a r e  
r e l a t i v e l y  straightforward Thrs i s  t r u e  largely a s  a r e s u l t  
of the f ac t  t h a t  t he  performance of t h i s  sector  depends la rge ly  
upon GOG pollcy and management decrslons and only mumually on 
the  provision of incentsves t o  t he  pr iva te  sec tor  

The bas ic  goal of U S ass i s tance  t o  t he  hea l th  sector  
IS t h a t  of ensurlng t h a t  the  poor majority ( p a r t ~ c u l a r l y  the 
r u r a l  poor) have access t o  hea l th  care servlces  of suff lcxent  
qua l l ty  as t o  ensure t h e l r  a b x l ~ t y  t o  pa r t l c lpa t e  mean~ngfully 
m the economc l l f e  of t he  nat lon Thxs goal IS unl-ikely t o  
be a t t amed  unless t he  Five-Year Plan contmues t o  support t h e  



Ghana Government ' s announced decls  lon t o  move away from 
d l r e c t m g  expenditures toward a few modern hospitals In the 
urban areas  and toward more e f f l c l e n t  operation of hea l th  
centers  and posts t h a t  a r e  accessible t o  the  r u r a l  poor A 
grea t e r  comm~tment t o  environmental s an l t a t l on  and publlc 
hea l th  servlces  than has been the  case m the past  w l l l  a l so  
be requlred of the hea l th  port lon of the plan 

It 1 s  not only through expenditure pollcy t h a t  the 
Plve-Year Plan w l l l  have an Impact on the  performance of t he  
heal th  sec tor  wlth respect  t o  the  poor majonty Other l e s s  
d l r e c t  act lons w l l l  have an lmpact a s  well. The ced1 1 s  over- 
valued and duty r a t e s  a r e  h s u f f l c l e n t l y  hlgh as  has already 
been noted Thls can,very/clearly have an lmpact on hea l th  
s t ra tegy  a s  i t  m&es'sq%~stlcated medxcal technology appear 
appropriate, afM&able and economlc when j u s t  the  opposlte 
IS very pro&~y t r u e  Llkewlse the  Ghana Government has 
adopted a policy of encouragmg hlgh mlnlmum wages f o r  un- 
skilled urban labor Thls w l l l  a f f e c t  rural-urban mlgratlon 
and hence the  locat lon of ,  the demand fo r ,  and cost  of heal th  
servlces  I f  the  plan were t o  provlde fo r  an lmpl lc l t  devalua- 
t l o n  of the cedl through an upward revls lon In the s t ruc tu re  of 
Import du t l e s  and f o r  a pollcy of restricting urban unskilled 
wages, plannmg and development wlthln the  hea l th  sector  would 
be more approprrate and economic 

The r e l a t i o n s h ~ p  of the  plan t o  t he  performance of the  
ag r l cu l tu ra l  sector  1 s  more complex T h ~ s  r e s u l t s  from the  
f a c t  t h a t  the  performance of t h l s  sec tor  depends t o  a la rge  
degree on the  response of the  p r ~ v a t e  sec tor  t o  the  system of 
lncentlves provxded by the  government 

The baslc  goal of U S assistance t o  the ag r l cu l tu ra l  
sector  LS t o  ensure more adequate lncomes and welfare f o r  t he  
small farmers who make up the  majorlty of the populatxon 
engaged In agr lcu l ture  and produce a subs tan t la l  port lon of 
the n a t l o n P s  food output A bas lc  problem I n  a t t a l n m g  thxs 
goal l l e s  i n  t he  presence of a number of macro and mlcro- 
d l s to r t l ons  whlch have the e f f e c t  of promoting and encouragmg 
large-scale agr lcu l ture  These have been covered In  some 
d e t a l l  I n  t he  Agriculture Sector Assessment recent ly completed 
and need only be summarlzed here  

A major d l s t o r t l o n  worklng I n  favor of large-scale 
farmlng 1s  the  overvalued cedl. This plus t he  low r a t e  of 
duty on ag r l cu l tu ra l  equipment (most commonly a zero r a t e  of 
duty) provldes an x m p l ~ c l t  subsldy t o  the large-scale farmers 



who Invest I n  such equipment. Thls l n  t u rn  glves a distorted 
p ic tu re  of t h e l r  t r u e  production cos ts  and makes them appear 
more e f f l c l e n t  and econormcal I n  comparison wxth small farmers 
than would be the  case l f  t he  subsldy were removed. Also, t h e  
overvalued cedi  must be supported v i a  a system of lmport con- 
t r o l s  whlch (though o ther  f ac to r s  a r e  involved a s  well)  makes 
it d i f f i c u l t  f o r  t he  small fartner t o  be sure  of access t o  the  
simple lnputs  whlch he requires. Thls advantage t h a t  has been 
granted t o  large-scale  farmers could be removed through an up- 
ward rev ls ion  i n  t he  s t ruc tu re  of duty r a t e s  and/or reallgnment 
of exchange r a t e s  

Another problem concerns t h e  focus of GOG expendltures 
for  agriculture The GOG has devoted subs tan t la l  expend~ture  
t o  t h e  development of t he  ag r i cu l tu ra l  sector.  It 1 s  known, 
I n  t he  case of t he  Upper and Northern Regrons, t h a t  t h e  l i on ' s  
share of such expenditure went t o  support t h e  activities of 
large-scale  farmers ( large-scale  r i c e  farmers In  t h i s  case). 
The p l c tu re  1s  very l l k e l y  t h e  same i n  other  reglons as  well. 
What 1s required 1s  a c l e a r  redsrect lon of expendltures towards 
a c t i v i t . ~ e s  t h a t  c lear ly  benef i t  small-scale farmers such a s  t he  
provision of extension services, Input del lvery systems accessible 
t o  the  small farmer and t h e  provision of bas lc  infrastructure 

There a r e  a l so  problems w ~ t h  respect  t o  m t e r e s t  r a t e s  
and agricultural c r e d i t  The government has s e t  a ce l l i ng  of 
s l x  percent a s  t h e  m a x i m  r a t e  t h a t  may be charged on loans t o  
agricul ture .  There a r e  lndlcat ions t h a t  t he  comnerc1al banks 
a r e  managlng t o  circumvent t h l s  c e i l m g  (Barclays Bank 1s  loanlng 
t o  r l c e  farmers a t  t en  percent) but virtually a l l  of t h e l r  c r e d i t  
goes t o  large-scale  farmers The ce i l l ng  1 s  ce r t a in ly  enforced 
fo r  t h e  lending of t h e  Agricul tural  Development Bank -- t he  major 
l n s t l t u t i o n a l  source of c r e d l t  t o  small s ca l e  farmers. The ADB 
1 s  unable t o  cover ~ t s  cos t  a t  t h l s  r a t e  of I n t e r e s t  and thus 
remains dependent on injections of outsxde capl ta l .  Thls l l m l t s  
t he  extent  of t he  r l s k s  t h a t  ~t can afford t o  take  xn extending 
c r e d l t  t o  smallholders. 

Not only 1s  t he  l n t e r e s t  r a t e  c e ~ l ~ n g  a problem from the  
f lnanc la l  p o ~ n t  of view It 1s a problem from the  economic polnt 
of vlew a s  well. The opportunity cost  of cap l t a l  I n  Ghana i s  
current ly estimated a t  15 percent. Those who recelve the  c r e d i t  
substantxal ly  below t h l s  r a t e  of I n t e r e s t  (e g , a t  sxx percent) 
thus recelve an xmplrclt subsldy Thls subsxdy lowers the cost  
of cap-Ltal equipment t o  t h e  large-scale  farmer producing e f f ec t s  
~ d e n t x c a l  t o  those produced by the  over-valuation of t h e  cedl  

It should be noted t h a t  t he  ADB 1s  handicapped not only 
by t h e  ce i l l ng  on the r a t e  of m t e r e s t  ~t can charge. It 1s 



restricted as  t o  the  amount of In t e re s t  ~t can pay on deposl ts  
t o  a r a t e  t h a t  1s l e s s  than t h a t  whlch may be pald by commercial 
banks As a r e s u l t  ~ t s  e f f o r t s  t o  moblllze c a p l t a l  a re  a t  a 
conslderable d lsadvantage 

In summary, GOG pol lc les  wlth respect t o  exchange r a t e s ,  
expendlture pollcy, and In t e re s t  r a t e s / c r ed l t  a v a l l a b l l l t y  a s  
current ly s e t  fo r th  glve substantially more encouragement and 
support t o  large-scale  farmers than t o  small-scale farmers 
Unless the  Flve-Year Plan a l t e r s  these po l l c l e s  such t h a t  some 
addl t lonal  support 1 s  provlded t o  the small-scale farmer, 
U S A I D w l l l  stand l l t t l e  chance of a t t a ln lng  the  baslc  
goal behlnd l t s  provlslon of ass i s tance  t o  t he  ag r l cu l tu ra l  
sec tor  It should be noted too tha t  ~t IS not slmply a 
matter of exchange r a t e ,  expendlture pol lc res  and In t e re s t  
r a t e s  Other po l l c i e s  lmplnge upon the  operation of the 
ag r i cu l tu ra l  sector  a s  well  The GOG has follgwed a pollcy of 
subsldlzlng c e r t a l n  ag r l cu l tu ra l  Inputs (most notably f e r t l l l z e r  
whlch 1s  subsldnzed I n  an amount equal t o  85 percent of ~ t s  cost)  
whlch a r e  absorbed predommantly by large-scale farmers This 
pollcy needs revxslon a s  well, 

U S A.1.D and Economlc Pollcy 

I n  the  prevlous sec t lon  ~t was noted t h a t  overa l l  
economlc pollcy and management can be expected t o  exer t  a 
c r l t l c a l  lnfluence upon the  performance of U.S.A I D.'s 
p r l o r l t y  sec tors ,  hea l th  and agr icu l ture  I n  pomt  of f a c t  
it 1 s  unl lkely t h a t  any sector-speclf lc  s t ra tegy  t h a t  mlght 
be selected i n  support of U.S.A.1 D 's bas lc  goals for  heal th  
and agriculture could succeed In the  face  of a general economic 
and management framework t h a t  e x p l i c l t l y  o r  i m p l ~ c i t l y  lacked 
complementarity The overa l l  ecopomlc and management framework 
cannot be ignored In  the  process of developlng and lmplementmg 
sector-speclf lc  s t ra tegy  

A t  the  same tlme the  Unlted S ta t e s  1 s  l lmlted In  the 
d i r e c t  Influence t h a t  ~t can have on the  overa l l  econom-ic and 
management framework a s  a r e  t h e  other  bilateral donors. The 
IBRD can he expected t o  have some, though adm~t t ed ly  l lmlted,  
d l r e c t  Influence over the  ~mmedlate fu ture  A senlor  economist 
from the  IBRD IS workmg wlth the  GOG I n  an e f f o r t  t o  Increase 
i t s  perceptron of the  problems ~t faces and In  developlng r a t lona l  
and effective solut lons t o  these problems. There 1 s  every evldence 
t h a t  the  GOG, a s  ~t galns experience, 1s  becomlng lncreaslngly 
perceptive I n  regard t o  ~ t s  problems, their lmpllcatlons and 
t h e l r  solut lons Thls has been an evolutionary process In the  
pas t ,  however, and wall contlnue t o  be such a process 



The m a b l l l t y  of the  U.S t o  exer t  d l r e c t  lnfluence upon 
the  overa l l  economlc and management framework should not pre- 
clude the  use of any m d l r e c t  Influence we may be ab le  t o  exer- 
c l s e  (particularly glven the  mportance of the overa l l  econonhc 
and management framework t o  t he  success of our sec tora l  
s t r a t eg l e s )  Indeed, such e f f o r t s  should be seen a s  hlghly 
complementary t o  our sec tora l  s t r a t e g i e s  f o r  hea l th  and 
agr lcu l ture  

The Mlsslon' s Econormc Development Management pro j e c t  
represents  one aspect of our e f f o r t s  t o  exert  such an m d l r e c t  
Influence It provldes t r a ln lng  I n  aspects  of economcs and 
management t o  mid- and senlor- level  s t a f f  of ~ n s t l t u t l o n s  wlth 
s lgn l f i can t  r e s p o n s l b ~ l l t l e s  re la ted  t o  the  overa l l  economx 
and management framework It a l s o  provldes consultants t o  such 
l n s t l t u t l o n s  t o  a s s l s t  i n  provldsng solutions t o  speclal lzed 
problems Flna l ly ,  x t  provldes f o r  support f o r  l oca l  research 
Into problems of spec la l  m t e r e s t  t o  t he  GOG. 

The need f o r  such ass l s tance  t o  t he  overa l l  economlc 
and management framework 1 s  l l k e l y  t o  continue In to  the  lmme- 
d l a t e  fu tu re  The focus of such ass l s tance  may well a l t e r  over 
tlme U.S A I D 1 s  current ly consldermg ways i n  whlch t h e  
resources of the  project  m g h t  be focused upon ~n-count ry  
t ra ln lng  f o r  lndxvlduals from a va r l e ty  of m s t l t u t l o n s  concerned 
wlth economlc plannmg. Also as  the  GOG's perception of the  com- 
p l e x l t l e s  of econormc plannmg, pollcy and management evolves, 
t he re  1s  l i k e l y  t o  be a grea te r  requirement f o r  the  servlces  of 
consultants and loca l  research. 

The Economlc Development Management pro jec t ,  refocused 
as  requlred t o  meet needs of t he  hlghest  p r l o r l t y  wlth respect  
t o  the  overa l l  economlc and management framework and reglonal  
and r u r a l  development plannmg can make a valuable c o n t r l b u t ~ o n  
t o  the  success of U S.A I D. sector-speclf lc  s t r a t e g l e s  f o r  
hea l th  and ag r l cu l tu re  and t o  the  performance of h e r  sec tors  
a s  well 

D Prospects f o r  Growth wlth E q u ~ t y  

As noted above, Ghana's Flve-Year Development Plan IS 

st111 In  the  fo rma t~ve  s tage with the  elements of Ghanalan 
development s t ra tegy  c l e a r  only i n  broad out l lne  As a r e s u l t  
r t  rs d r f f ~ c u l t  t o  def rnr te ly  assess  Ghana's prospects f o r  
growth wrth equrty It does, however, s e e m  possxble t o  make 
the  following general comments 



Recent academlc research by Irma Adleman and others  has 
provlded new xnslghts In to  the r equ l s l t e s  f o r  growth wlth 
equlty Adleman and o thers  have found t h a t  (worldwide) the  
few LDCs t h a t  have managed t o  Improve the d l s t r l bu t lon  of t h e ~ r  
lncome share c e r t a m  common cha rac t e r l s t l c s  

F l r s t ,  and perhaps most Important, t he  successful 
r ed l s t r l bu to r s  have been those whose econormes were expandmg 
No LDC has been ab le  t o  r ed l s t r l bu te  a Gross Domestlc Product 
t h a t  was stagnant o r  growmg slowly The successful r e d ~ s t r l b -  
u to r s  had access to  a yearly growth "dlv~dend" whlch could be 
used t o  Increase the  welfare of the  lower Income groups wlthout 
reduclng the  welfare of t he  upper Income groups 

Secondly, t he  growth of the  successful r ed l s t r l bu to r s  
was based on labor mtens lve  nontradl t lonal  exports. Growth 
was c l ea r ly  the  c r r t l c a l  fea ture  here and not ~ t s  source The 
f a c t  remams, however, t h a t  f o r  many, ~f not most, LDCs the 
nature of thexr econormes and f ac to r  endowments 1 s  such tha t  
labor mtens lve ,  nontradltxonal exports w ~ l l  p r o v ~ d e  the  most 
appropriate source of growth I n  Gross Domestxc Product over t he  
short  run As t h e l r  econonues develop and domestlc demand 
broadens and deepens, t h e  growth of the economy w l l l  of course 
become l e s s  dependent on t h e  external  sec tor  and more dependent 
on ln t e rna l  savmgs, Investment and consumption a s  the force 
behlnd long- term growth 

Thlrdly, the  successful r ed l s t r l bu to r s  have made a 
conscious and pos l t ive  coumutment t o  t h e  red ls t r lbu t lon  of 
lncome No successful r ed l s t r l bu to r  has followed the  " t r l c k l e  
down" approach t o  lncome r ed l s t r l bu t lon  On t h e  contrary, t he  
successful have adopted pos l t lve  po l l c l e s  t o  ensure t h a t  the  
poor have access t o  the  s k l l l s  and Inputs requlred f o r  meaningful 
partxclpat lon l n  econouuc l l f e  such a s  educatxon, hea l th  s e w l c e s  
and houslng The r u r a l  poor I n  pa r t i cu l a r  have been assured 
access t o  ~ n p u t s ,  improved technology, credxt,  markets and bas lc  
infrastructure 

Can Ghana d e n s e  and ~mplement a development s t ra tegy  
lncorporatmg these elements such t h a t  growth wlth equlty can 
become a r e a l l t y ?  The evldence suggests t h a t  t h l s  IS posslble  
and t h a t  Indeed Ghana may be well  placed t o  begln t o  devlse and 
Implement such a development s t ra tegy  

Ghana, whlle not spectacular ly endowed wlth resources,  
c l ea r ly  possesses the resource base t o  support a more rapld 
r a t e  of economlc growth As already noted, such growth IS a 



r equ l s l t e  f o r  an improvement I n  equi ty a s  lt generates a 
yearly "dlvldend" which can be used t o  Increase the  welfare 
of the  lower Incotbe group wlthout reducmg the  welfare af 
t he  rmddle and upper Income groups These groups, wh~ch 
lnclude la rge  numbers of c l v ~ l  servants,  a r e  p o l l t l c a l l y  
powerful and p ro t ec tme  of t h e r r  standard of l l v lng  

Given the  restricted s i z e  of Ghana's domestlc market 
and ~ t s  f ac to r  endowment, growth I n  Ghana w ~ l l  of necessity 
have t o  be based on labor Intensive exports (though a s  the  
r e d l s t r ~ b u t l o n  of growth dividends deepens the  Ghanalan 
market, t he  r e l a t i v e  lrnportance of exports w l l l  be reduced). 
Thus the  most lmportant elements of Ghanaran development 
s t ra tegy  a r e  those t h a t  r e l a t e  t o  t h e  expansion of labor  
mtens lve  exports Only xf such exports expand can Ghana 
expect t o  generate growth dlvldends of a magnrtude t o  o f f e r  
s lgn l f l can t  Increases I n  welfare t o  the  l o w r  Income group 

The Government of Ghana has taken s teps  t o  encourage 
nontradl t lonal  exports An export bonus of 20 percent has 
been established and nontradl t lonal  exporters have been given 
a hlgh p r l o r l t y  wlth respect t o  lmport l icenses,  I n  addl t lon,  
t he  GOG has e s t a b l ~ s h e d  an Export Promotion Council t o  promote 
nontradl t lonal  exports. The Bank of  Ghana has establ ished the  
Ghana Export Corporation t o  a s s l s t  small producers who rmght, 
f o r  var lous reasons, be unable t o  export mndependently Cer- 
t a m  prormslng nontradl t lonal  exports have been lden t l f  led such 
a s  ginger,  pineapple, cassava ( fo r  s ta rch)  and knockdown 
furniture. 

A t  thxs tlme, however, ~t i s  impossible t o  precisely 
speclfy the  tlrmng, quan t l t l e s  and forelgn exchange earnmgs 
t h a t  mlght r e su l t .  A most considerable potent la1 cer ta in ly  
e x l s t s ,  however, 

A more lmportant questlon concerns t h e  adequacy of the  
present bundle of lncent lves  cur ren t ly  belng provided t o  non- 
t r a d l t ~ o n a l  exports. I n  p o m t  of f a c t  they a r e  very probably 
madequate t o  ensure the  expansion t h a t  1 s  posslble  and 
requlred Addltlonal s teps ,  pa r t i cu l a r ly  with respect  t o  
exchange r a t e s  and m s t l t u t l o n a l  s t ruc tures ,  will be requlred 
l n  t he  future.  

A s  already noted, growth I n  and of l t s e l f  w i l l  not 
assure an equi table  d is t r ibu t ion .  A polxcy comrmtment t o  
redistribution 1 s  required as w e l l .  Foremost l n  rmportance 
i n  t h l s  decis lon t o  r e d l s t r l b u t e  rs a comstment t o  providing 



the poor with the baslc skllls they require to partlcipate in 
the growth process. The tune that ~t takes to develop such 
skllls 1s a major constraint to the implementation of an 
equitable growth strategy Ghana's substantlal past mnvest- 
ments in human resources should weaken this constraint some- 
what though adjustments in the educational system (including 
nonformal education) may be requrred to glve it a more practical 
and development-oriented blas. 

There may be some beneflts from growth that wlll reach 
the urban poor directly If labor lntenslve exports are ex- 
panded they could enjoy increased employment opportunities and 
access to the goods they requlre at world market prices. This 
1s likely to be short-llved lf the rural poor are Ignored as 
they will leave the farms, depressing urban wages while s~multaneously 
ralslng the prlce of food. A posrtive policy to assure that the 
rural poor share in the fruits of growth is also essentlal. Thls 
pollcy must encompass more thanan effort to simply encourage the 
adoption of improved technology A pollcy of promoting assured 
access to mnputs, credlt, markets and infrastructure 1s a necessity 
as well A substantlal portlon of the growth dividend must be 
devoted to supporting such access I£ equ~table growth 1s to become 
a reality. At the same time that growth IS dependent, espec~ally 
m the years just ahead, on an adequate flow of resources to start 
the process Without both an adequate flow of resources and a set 
of red~strlbut~ve pollcies neither growth nor equlty may be feasible. 

The conditions requlred for equitable growth cannot be 
simply met A considerable comitment and a willingness to make 
difficult and perhaps unpopular deczslons will be requlred. The 
NRC seems mcreaslngly comrmtted, however, to a strategy that wl11, 
over tune, allow these condmtions to be met. Its increased mter- 
est in, and support of, small scale agriculture is part~cularly 
encouragmg m this regard There is thus reason to hope that 
not only will Ghana's cons~derable potentla1 be reallzed but 
that the poor who make up the vast majorlty of the populat~on 
will recelve an mcreasmg share of the beneflts. 



SOCIAL OVERVIEW 

A Social  Factors i n  t h e  Development Equation 

The Ghanalan econonry has a comparatively small, modern 
and urban sec tor  and ~ t s  soc i a l  development r e f l e c t s  t h i s  s ~ t u -  
a t i on  An educated urban e l i t e  cons is tmg of not more perhaps 
than three  percent of t he  country's t o t a l  populatlon and 
la rge ly  made up of c l v l l  servants and rmli tary personnel wlth 
much smaller components of professlonal  and business people 
dormnate t he  soclety They a r e  the  lnhe r l to r s  of both the  
Income and t h e  positions (wxth t h e  perquls l tes  t h a t  accompany 
those posi t ions)  of t he  e a r l i e r  colonlal  officialdom I n  the  
years s m c e  independence there  has  been a strong tendency t o  
perpetuate the  dominance and a measure of e x p l o ~ t a t l o n  by t h i s  
urban e l l t e  of t he  r u r a l  masses wh~ch had charac tenzed  the  
pre-independence colonial  period The present government 
lnd lca tes  In  ~ t s  publ lc  statements t h a t  lt wlshes t o  break 
out of t h i s  pa t t e rn  and it glves evidence of  attempting t o  
do so though a rapid reversa l  IS not t o  be expected 

Among the  cha rac t e r i s t r c s  of t he  society and the  
institutions which serve it, the  following seem t o  be among 
those whlch most bas i ca l ly  a f f e c t  t h e  p o t e n t i a l i t i e s  f o r  
soc la l  mobillty and development 

The philosophy of educatlon which predominates 
i n  Ghana i s  more traditional than would be 
des i r ab l e  and 1t large ly  f a i l s  t o  prepare 
school leavers  a t  most leve ls  f o r  dynamic, 
technical o r  developmental ro l e s  

Health and farmly plannlng services  a r e  unduly 
concentrated i n  t h e  urban areas  and e f f ec t ive ly  
reach l e s s  than 30 percent of the t o t a l  
population 

The urban populatlon enjoys the  major par t  of 
government expenditures not only f o r  educatlon 
and hea l th  services  bu t  a l so  f o r  other servlces  
and lnf r a s t ruc tu re  development 

Population rs growmg at a r a t e  wh~ch may exceed 
th ree  percent annually and the c l t ~ e s  a r e  
growmg a t  a much m o r e  rapld r a t e  wlth accom- 
panylng ser ious soc la l  and economlc problems 



exacerbated by the  slow r a t e  of growth I n  the 
econony In  recent years 

5 Problems of malnutrit ion and dlsease a r e  ser lous 
and there  1 s  a contlnulng hlgh r a t e  of m f a n t  
m r t a l l t y  d e s p ~ t e  a steady overa l l  decl lne In  
t h e  death r a t e  

6 The north of Ghana wlth about 20 percent of the  
populatlon IS experlenclng lncreasmg hardshlp 
due t o  t he  ecolog~cal/env~ronmental deter lora t lon  
In  the  area whlch appears t o  be associated w ~ t h  
such fac tors  a s  Increased denslty of human and 
anlmal populatlon, land use prac t ices  (whlch a r e  
extremely detrimental resulting I n  eroslon and 
l o s s  of water resources and of f e r t l l l t y  and 
productlvlty of t he  s o l l ) ,  and an apparent 
adverse climatological trend 

7 Condxtlons ln the  r u r a l  areas discourage the  
young (especially the  educated) from contmued 
pursul t  of the  r u r a l  and agricultural l l f e  and 
Increase the  d r i f t  t o  the  already overcrowded 
cn t l e s  

8 The same f ac to r s  a s  m 7 above de t e r  professlonals ,  
more a f f luent  busmess people and o f f l c l a l s  from 
acceptmg positions i n  the  r u r a l  areas which 
fur ther  de t e r s  and postpones t h e l r  modernlzat~on 
and development. 

9 The m s t a b l l l t y  of government i n  recent years and 
the  absence of a coherent, growth-orlented develop- 
ment program has demoralized the  Clv l l  Servlce and 
rendered ~ t ,  a t  l e a s t  temporarlly, unable t o  make 
~ t s  maximum c o n t r l b u t ~ o n  t o  dynamic growth 

10 A general absence of modern management concepts In  
most economlc and socral  m s t l t u t l o n s  thwarts 
achievement even where reasonable and ambltlous 
goals a r e  s e t  

Although t h l s  s e t  of cons t ra ln ts  t o  development l n  the 
soc ia l  sphere represents  a formdable  array,  there  a r e  a var le ty  
of other  soc la l  aspects and trends whlch a r e  more favorable 
Among these a r e  the  increasing number of people who, desp l te  
the  t r ad l t l ona l  educational pa t te rns ,  have a modern outlook 
and asp l re  t o  fos te r ing  a more dynam~c soc la l  and economlc 



environment In and out of Government such attitudes are 
evident and represent a slgniflcant leaven In the loaf 
Nor 1s the academic community lacklng for such people 
modern and actlvlst intellects are at work The outreach 
efforts of Unlverslty of Sclence and Technology to develop 
new mndustries, support cooperatives, etc , attest to the 
vlgor of thls movement. Similarly the wlllmgness of the 
Department of Agricultural Economics at the University of 
Ghana at Legon to enter Into a close working relationship 
wlth the Mxn~stry of Agriculture for practical tralnlng of 
management manpower for the agrlcultural sector 1s another 
such evldence There are also actwe Ghanalan mmds at 
work In such bodies as the West Afrlcan Examinations Council 
who wlsh to modernize and reform the system At hlgh levels 
of Government the declared Intent for Ghanaians to shoulder 
the full respons~bllity for plannmg executron of natlonal 
development IS a further healthy and welcome sxgn In 
summary then, there are a varlety of developments which 
strongly suggest that neither apathy nor tradlt1onal1sm 
will prevall ln the long run In Ghanalan soclety. These 
developments are worth supporting and encouraging and give 
promise of a steadlly growlng progress towards development 



POLITICAL OVERVIEW 

Ghana had a seventy year has tory of colonlal  admlnlstrat   on 
p r lo r  t o  Independence rn  1957 I t s  own cu l tu ra l ,  p o l l t r c a l  and 
s o c ~ a l  mherr tance has been ~ n t r ~ c a t e l y  Interwoven wlth t h a t  
more recent colonlal  experience t o  form a mosalc wlth a var le ty  
of a s s e t s  and some l l a b l l l t l e s  Many very modern and h ~ g h l y  
motivated men and women operate a t  various l eve l s  and s t a f f  a 
wlde range of l n s t l t u t l o n s  performmg numerous functions But 
they a r e  beset  by r rg ld  colonlal  pa t te rns ,  conflicts between 
the  modern and t r ad l t l ona l  values,  and weak management systems 
and practices (par t ly  lnherl ted from the  pas t )  as  they pursue 
progress. P o l l t l c a l  ~ n s t a b l l l t y  havang plagued Ghana s m c e  
1966 (wxth three  changes of government) there  1s a t  tunes 
hes l t a t l on  I n  comrmttlng the  nat lon t o  flrm pol lc les  Ideo- 
logical tensxons put Ghana In a posture favorlng a mlxed 
economy but s t a t l s t  tendencies p e r s l s t  The controlling 
c l v l l - m l l ~ t a r y  e l l r e  have sustained an ~ n h e r l t e d  s e t  of 
po l l c l e s  whlch st111 substantially perpetuates the  colonlal  
e x p l o l t a t ~ o n  of the  r u r a l  masses The r e a l l t l e s  of p o l l t i c a l  
l l f e  have generally caused the  leadership t o  favor the  urban 
e l l t e  and potentially v o l a t i l e  urban workers i n  the  allocation 
of government funds f o r  amenltles and services  Thus, desp l te  
a comparatively hlgh average per capl ta  Income, t he  r u r a l  
masses of Ghana suf fer  a relatively low standard of l l f e  
judged by indrcators  of n u t r ~ t l o n a l  and heal th  s t a tu s  It 
w l l l  not necessarily be an easy o r  smooth road, therefore,  
t o  encourage the  adoptlon of programs and po l l c l e s  t o  reduce 
the  lnequl t les  of Income d ls t r ibu txon i n  Ghana 

B Current S l tua t lon  and Outlook 

Hopeful slgns f o r  development-orlented act lon toward 
growth and grea te r  equity a re ,  however, discernible The c a l l  
by the  Head of S t a t e  f o r  preparatlon of a Flve-Year Development 
Plan combmed w ~ t h  a subsequent speech by the Commssroner f o r  
Economlc Planning c a l l m g  f o r  polxcles t o  deal  wlth the major 
economlc problems of Ghana a r e  encouragmg. I n  particular h ~ s  
candld recognltlon of the slow overa l l  r a t e  of growth In  the 
pas t ,  of the need f o r  an accelerated r a t e  of Increase In food 
production, more savmgs, l e s s  expenditure of government 
revenue f o r  recurrent  cos ts  and Increased exports suggest t ha t  
t h i s  government 1 s  determmed o break, ql%patterns S t l l l  
l t  must be expected t h a t  the h ;re w l l l  contlnue t o  su f f e r  



from t h e  same tens ions  a s  i n  t h e  p a s t  Grea te r  equ i ty  w i l l  
come slowly and probably only i n  t h e  context  of growth whlch 
permits  g r e a t e r  incomes among t h e  poores t  groups t o  be 
achleved without belng a t  t h e  abso lu te  expense of t h e  power- 
f u l  e l i t e  groups Strategically, t h e r e f o r e ,  ~t w i l l  be  v l t a l  
not  t o  l o s e  s i g h t  of t h e  need t o  f a c i l i t a t e  an adequate 
resource  flow t o  support  a modest r a t e  of growth i f  we wish 
t o  s e e  development whlch has a s  i t s  hallmark a s u b s t a n t i a l l y  
g r e a t e r  measure of equ i ty  



I1 STRATEGY AND OPTIONS FOR U S DEVELOPMENT ASSISTANCE 
FY 1976 - FY 1980 

The U S Development Asslstance program I n  Ghana IS a t  a 
crossroads I n  the course of the next year bas lc  d e c ~ s l o n s  w l l l  
be necessary t o  def lne the  s t ruc tu re  and themes of A I D a s s i s -  
tance fo r  the  next f l v e  years ,  the  perlod 1t w l l l  take fo r  sound 
programs t o  evolve and become f u l l y  rooted 

A Ea r l l e r  Strategy and Developments 

Up u n t l l  t he  beglnnlng of 1972, U S Development Assistance 
s t ra tegy  sought t o  help brlng about a major r e v i t a l l z a t ~ o n  of the 
Ghanaian economy, l i f t i n g  it out  of the  doldrums of economlc stagna- 
t l o n  and declining per cap i t a  GNP Growth r a t e s  r l s l n g  from three  
percent t o  s l x  percent were projected f o r  f l v e  and ten-year perxods 
ahead Thls goal was t o  be achleved by 

- a major self-help e f f o r t  by Ghana with fundamental 
s t ruc tu ra l  reforms of monetary, f i s c a l  and balance 
of payments pollcy and prac t ice  and the  mauguration 
of a new flve-year development plan, 

- a generous and f m a l  settlement of t he  medxum-term debt 
problem I n  the  context of development resource require- 

ment s , 

- establlsfiing the  World Bank both a s  a major donor and 
a s  t he  principal external  economx polxcy advlsory agent 
with resxdent professional s t a f f ,  thereby mxnimlzlng U S 
involvement and exposure on pollcy questions, 

- assemblmg a package of external  assis tance fo r  commitment 
In  1972 Approaching $150 mll l lon from several  bilateral 
donors and the  IBRD and IMF through t h e  mechanism of the  
Consultative Group 

U S Development Asslstance was t o  have a major r o l e  l n  t h ~ s  program, 
A I D ass i s tance  was focused on the  macroeconomic Issues wlth 
$30 mll l ion i n  program lendmg envlsloned a s  the U S share In  1972 
and i n  successive years Other A I D programs were sharply cur- 
taxled o r  termmated except f o r  population program ass l s tance  The 
agriculture program, the  area of major U.S ass l s tance  durlng the  
prevlous decade, was reduced t o  a small project  concerned w ~ t h  
agricultural pollcy and plannlng In  essence, U S development 
ass l s tance  s t ra tegy  was predicated on the  be l le£  t h a t  there  was 
l l t t l e  t h a t  could be accomplished m advancmg Ghana's development 
u n t l l  major pollcy reforms were achleved t o  place the  Ghanalan 



economy on a sound footmg. The cen t r a l  theme of t h i s  s t ra tegy  
was t h a t  only broad based economc reform and l l be ra l l za t ron  of 
the  economy accompanied by large-scale  resource t r ans fe r s  l n  
balance of payments support would c rea t e  t he  economic environment 
and incentives which were the  prerequis i te  t o  growth To contlnue 
sec to ra l  programs and project  activities, particularly i n  agrlcul-  
t u re ,  nn an unfavorable economic environment would be 1nvlting 
f r u s  trat lon and f a l l u r e  

From 1969 onwards, a f t e r  Ghana and the  donor group had decided t o  
s h l f t  away from the  IMF-led s t a b l l l z a t l o n  program of 1966-69, the  
several  elements of a development or lented s t ra tegy  were belng 
pleced together.  There i s  reason t o  be l ieve  t h a t  those elements 
would have f a l l e n  i n t o  place durrng the  ea r ly  months of 1972. That 
prospect came t o  an end wnth the  mnlltary coup of January 13, 1972 
The f a c t  of the  coup I t s e l f  brought an end t o  a parliamentary 
democracy. The subsequent p o l l t l c a l l y  exped~en t  economlc declsnons -- 
debt repudiation and unilateral rescheduling, imposed participation 
on pr lva te  forelgn mves tors ,  rnasslve subsldles  f o r  "essential" 
comodl t ies ,  reversa l  of t he  devaluation and other  measures -- under- 
mined t h e  s t ruc tu re  of t he  reforms t h a t  was belng b u i l t  up The 
donors and c red i to r s  shelved t h e l r  new ass i s tance  plans,  decldmg 
t o  Walt t o  see what t he  new National Redemptnon Council's pollcnes,  
plans and or len ta t lon  would be The bas lc  l i n e s  of t h e  e a r l l e r  
development assistance s t ra tegy  contmued, however, t o  be accepted 
a s  sound and lt was belleved rnlght again be followed a s  soon as  the  
debt l s sue  was resolved 

B Current Se t t ing  f o r  Development Assistance 

L l t t l e  by l l t t l e  over t he  past  two and a ha l f  years there  
a r e  s igns and trends whlch suggest t h a t  the  M C '  s development pol l -  
c i e s  a r e  moving i n  more pos l t l ve  development or iented d l rec t lons  
Though clothed I n  revolutionary rhetoric, more a s se r t i ve  na t iona l~sm 
and self-determination, some of t he  elements of the  e a r l l e r  s t rategy 
a r e  agam beginning t o  f a l l  i n t o  place The heavy p o l l t i c a l -  
psychologxcal burden of the  debt i s sue  has been eased and f o r  t he  
f l r s t  tnme since 1966, Ghana has a generous and f m a l  settlement 
The donors appear t o  be a s  enthusiastic a s  before and prepared t o  
c o m t  over $100 mll l lon over t h e  next eighteen months The IBRD 
1 s  now well e s t a b l ~ s h e d  a s  a major donor wlth the  connnltment of 
$25 rmll lon i n  new IDA loans withln the  l a s t  year -- the  l a rges t  
sum f o r  any one year f o r  the  IBRD s m c e  the  ear ly  '60s -- and i s  
projecting substantially g rea t e r  amounts f o r  FY 1976 and beyond 
Professional IBRD s t a f f  a r e  assns tmg Ghanalan economc pollcy and 
planning mmnstrnes A new flve-year development plan IS b e ~ n g  
prepared w l t h  completion set f o r  July 1975 Other government 
act lons suggest t h a t  s t ep  by s tep  the  Ghana Government has a 
growlng appreciation of ~ t s  economc problems and the  act lons 



needed to deal wlth them Thls process IS, however, st111 In ~ t s  
early stages It w ~ l l  be another year before the full pattern of 
self-help actlons emerges Close-hand observation of the plannlng 
process under way raises doubts at tlmes as to how well or whether 
the task wlll be completed However, unllke past efforts, the 
plannlng work 1s bemg done by Ghanaians exclus~vely and thus may 
as a result be more solldly based than at prevlous tlmes 

For the present the NRC dlsplays a greater lnterest In actlon 
programs In selected sectors than In macro-economlc pollcy con- 
sideratlons Tanglble development act lvltles have more appeal 
than the subtler, harder to comprehend pollcles and concepts of 
the macro-econom~sts, even though recent experience IS beg~nnlng 
to force the NRC to appreciate the slgnlflcance of the latter 
~hana's economlc growth and development requlres a careful 
orchestration of both dxmenslons of development The success of 
one cannot be assured wlthout the success of the other The 
emerglng pattern of development suggests major resource requlrements 
for new mfrastructure, for balance of payments support and for 
specially focused agrlcultural and rural development programs and 
related soclal services. A recent IBRD study suggests that the 
country requlres $100 milllon each year in additional resource 
flows I£ a reasonable growth rate wlth a greater prospect for 
equlty 1s to occur (The Economlc Overview sectlon provldes a 
detalled revlew of Ghana's economlc sxtuatlon and trends ) 

Durlng the past two years or so, the Interests of the donor 
community have begun to shlft Prlor to the 1972 coup there was 
an interest In provldmg major resource transfers ln response to 
Ghana's request for balance of payments assistance The IBRD was 
beginning to conslder a program loan, and Canada, Germany and the 
U K (the other major donors) were prepared to provlde a major 
part of the~r asslstance In thls form The trend has now shlfted 
and the donor comunlty almost uniformly wlshes to concentrate on 
agrlculture and aspects of Integrated rural development The major 
lnfrastructure projects In power, bauxlte m m m g  facllltles, tele- 
comnunlcatlons, major urban water and sewage systems that are on 
the horizon do not generate, for concesslonal term lenders, the 
enthuslasm of earller tunes, at best, harder-term export promotion 
loans and IBRD conventlonal financing may be available At present 
Program Loans enthuse no one Whlle In substance the new focus of 
lnterest of the donor community corresponds In part wlth the blases 
of the NRC, the underlying facts of Ghana's development requlrements 
polnt to a more comprehenslve approach If the trends of external 
asslstance continue, there will lnevltably be a tenslon between 
the level and form of resources requlred for broad based development 
and what 1s poss~ble through the more narrowly focused Interests of 
the donors How does one achleve an annual supplementary resource 
flow approachmg $100 m-~lllon per annum beglnnmg In 1975 I£ donor 



i n t e r e s t  1 s  focused on complex low c a p i t a l  use agricultural and 
r u r a l  development or ,  assummg an i n t e r e s t ,  on la rge  mf ra s t ruc tu re  
schemes not  y e t  designed? 

C U S. Development Assistance Stratepy and Options 

Now t h a t  t he  overr idmg obstacle  of t he  debt Issue has 
been cleared away and the  Government has affirmed ~ t s  i n t e r e s t  
i n  external  assls tance,  what should be the  r o l e  of U S Develop- 
ment Assistance over the  next f l v e  years  o r  more? Should we 
attempt t o  revive and press  forward t h e  s t ra tegy  of t h e  e a r l i e r  
period? How do recent developments i n  U S. foreign ass i s tance  
orientation a f f e c t  t he  s t ra tegy  f o r  Ghana? What alternatives 
a r e  open t o  US? What assumptions f o r  Ghana's fu tu re  can be 
drawn from recent events? FY 1975 w l l l  be a year of ac t ive  
t r ans r t l on  and the  tune when A I D. w l l l  need t o  make a basic  
decis ion on i t s  development s t ra tegy  f o r  Ghana. To a l i m t e d  
degree a pa t t e rn  of U S ass l s tance  i s  beginnmg t o  emerge on 
the  technical  cooperation phase of t he  program, the  f u l l  character 
of U S ass l s tance  s t ra tegy  w l l l  be  re f lec ted ,  however, i n  
declslons on the  provision of fxnancial and cap l t a l  resources 
A revxew of development ass l s tance  strategies suggests four  s t ra tegy  
options t h a t  should be considered 

Optlon One - Limited Technical Cooperation Program 
Under Option One U S ass i s tance  would be scaled down t o  a l m i t e d  
$2-3 mi l l lon  TC grant  program i n  agr icu l ture ,  hea l th  and popula- 
t i o n  and reduced extension of P L 480 T l t l e  11 MCH ass l s tance  
Ghana would a l so  benef l t  from selected reglonal  pro jec ts  such a s  
onchocercxasis control  t o  which A.1 D. contributes. The presumption 
behlnd t h l s  mlnlmum leve l  program i s  the  pessimistic view t h a t  t he re  
1 s  l i t t l e  prospect of Ghana's having the  leadershxp and s t a b l l l t y  t o  
tack le  t he  deep-seated and long-range economc and soc i a l  problems 
t h a t  have plagued t h e  country f o r  so long The frequent turnover 
l n  governments f r u s t r a t e s  e f f o r t s  t o  he lp  ge t  Ghana's econoq on a 
sound economic foot lng I n  s p i t e  of t h e  considerable ta len ted  
manpower I n  the  country and t h e  reasonably well-developed inf ra -  
s t ruc tu re ,  Ghana's leadership i s  too weak and uncoordinated t o  
provide concentrated sustamed a t t en t ion  t o  a well-thought-out, 
consistent, long-term development program Moreover, t he  r e l a -  
t l v e l y  a f f luent  mlddle c l a s s  and urban populations a r e  unl lkely 
t o  t o l e r a t e  any fu r the r  reduction I n  t h e i r  standard of l iv ing ,  
whlch lncludes a hlgh propensity f o r  Imported consumer goods, I n  
order  t o  provlde a substant la1 Increase m savlngs fo r  Investment 
and t o  permlt a wlder sharing of development benefits. Wlde 
swlngs m cocoa pr lces  w11l contlnue t o  be d ls rupt lve  t o  sound 
economu pol lcy and the  Government's control  of xmport demand 
This pesslmlst lc  n e w  r e f l e c t s  a contlnumg react lon t o  the 
extreme act lons of t he  NRC I n  ~ t s  ear ly  period a f t e r  the  coup 



The unzla te ra l  reschedulmg and repudlat lon of debts ,  the  abrupt 
demand f o r  par t lc lpa t lon  In  many long-established forelgn enter- 
p r l s e s ,  the  a t tacks  on forelgn ass i s tance  and the  revolutionary 
rhetorxc suggestmg a hlghly au thor l ta r lan  and s t a t x s t  p o l l t l c a l -  
economlc or len ta t lon  st111 rankle the  Western Investors and donors. 
The echoes of these act lons,  though muted, contmue t o  reverberate  
The doubters bel leve they could come t o  the  fo re  agam,  they glve 
l l t t l e  credence t o  pos l t lve  trends t h a t  have been emergmg over 
the  past  year. I n  sum, t h l s  optlon concludes t h a t  the  Ghanalan 
p o l l t l c a l  and economlc environment fo r  development IS not l l k e l y  
t o  mprove su f f l c l en t ly  t o  j u s t l fy  more than a mlnlmal presence 
type ass l s tance  program, pa r t l cu l a r ly  In  the  l l g h t  of pressmg 
p r l o r l t i e s  f o r  l lmlted funds In  o ther  l e s s  developed countries 

A t  bes t  Option One suggests pu t tmg  off  any conslderatlon of 
major development assls tance and waltlng t o  see what happens 

Optlon Two - Llmlted Sector Development Optlon Two 
pomts  t o  a Technlcal Cooperatlon program of $3-4 mlll lon i n  
sec tors  of A I D ' s  p r lnc lpa l  m t e r e s t s  -- food and nu t r l t l on ,  
hea l th  and population It would Include $3-5 mlll lon sec tor  or  
cap l t a l  project  loans l n  FY 1976 and subsequently, but  not 
annually, as  the opportunity a r l s e s  and the  Ghana Government 
presses f o r  them -- a relatively passlve stance The loans 
would p r o v ~ d e  supplements t o  food and hea l th  TC pro jec ts  and 
be based on f u l l y  developed economlc and technical f e a s l b ~ l l t y  
s tudles  P L. 480 T l t l e  I1 and par t lc lpa t lon  -in reglonal 
pro jec ts  would be encouraged Optlon Two presumes a somewhat 
more pos i t lve  n e w  of Ghana's s l t ua t lon  and the prospects f o r  
achievmg some development Impact I n  carefu l ly  delmeated 
sec tors  It d lsassoc la tes  A I D ass l s tance  from the  l a rge r  
concerns of what 1 s  happening t o  the country's development 
generally It assumes (hopes) t h a t  condltlons outs lde the  
s p e c ~ f l c  sector  problems on whlch A I D i s  concentratmg 
w i l l  be su f f l c l en t ly  favorable t o  enable A I D -financed 
programs t o  achleve t h e l r  objectives, a pomt  whxch would 
need t o  be ver l f led  w ~ t h  each new commitment of sec tor  a s s l s -  
tance The overa l l  l eve l  would be deliberately lower It 
r e f l e c t s  a continuing skeptlclsm about the  overa l l  prospects 
fo r  Ghana's development and a marked dec lme  In U S In t e re s t  
In Ghana compared w ~ t h  the  1966-72 perlod 

Optlon Three - Major Sector Development and Support 
f o r  Growth Under Optlon Three there  would be a concerted e f f o r t  t o  
bul ld  a Technlcal Cooperatlon program of $4-4 5 mll l lon almed a t  
maklng a subs tan t la l  mpact  on root  problems In p r l o r l t y  sec tors  
of food and nutrition, heal th and population focused on the  poorer 
r u r a l  populations Thls e f f o r t  would be reinforced by a loan 
program of $10-15 mll l lon each year orlented toward major resource 
t r ans fe r s  m the  chosen sec tors ,  par t lcu lar ly  food and nut r l t ron ,  



hea l th  and re la ted  r u r a l  development. I n  so doing, t he re  would 
be a p a r a l l e l  concern with helping t o  ease t h e  bas ic  foreign 
exchange cons t ra in t  which i n h l b i t s  ~ h a n a ' s  r a t e  of growth. The 
underlying theme of Option Three i s  the  Importance of working 
with the  Ghanarans both i n  addressing the  problems of increasing 
t h e  growth rate above the  present  stagnant levels and i n  supporting 
a red i rec t ion  of resources and services  toward the  poorer r u r a l  
populations 

Option Three interprets t h e  trends of t he  past  year a s  
encouraging s igns t h a t  Ghana i s  moving toward a more r a t iona l  
and pragmatic approach t o  development policy and prac t lce  The 
resolut ion of t he  debt i s sue ,  t he  increased b ~ a s  toward a mxed 
economy or ien ta t ion ,  growing i n t e r e s t  i n  revived foreign pr iva te  
Investment and external  ass i s tance ,  growmg p o l i t i c a l  confidence 
and s t a b ~ l l t y  of t he  leadership,  a r e tu rn  t o  e f f o r t s  t o  prepare 
a Five-Year Development Plan, and an increasing concern with 
small farmer programs and r u r a l  development and associated amem- 
t i e s  a l l  point t o  a movement I n  t he  r i g h t  d i r ec t ion  whlch deserves 
support and re~nforcement.  This view looks on the  heavy s t r e s s  i n  
rhe to r i c  and i n  programs on se l f - re l iance  a s  a healthy s ign demon- 
s t r a t i n g  a grea te r  self-asser t iveness  and determination t o  maximize 
the  benef i t  t o  Ghana of t he  resources a t  i t s  d ~ s p o s a l  f o r  t he  
country's development It recognizes bu t  i s  not def lected by 
the  inevitability t h a t  t h l s  new self-assertion w i l l  s p i l l  over 
Into act ions a t  times t h a t  c lash with developed and donor country 
vested I n t e r e s t s  

A t  t he  same t m e ,  s t ra tegy  Option Three recognizes t h a t  
Ghana must do a grea t  dea l  more on i ts  pa r t  t o  demonstrate ~ t s  
d e t e m n a t i o n  t o  carry out a sound long-term development program. 
For one, the  Flve-Year Development Plan needs t o  be completed and 
evaluated. Accompanying f i s c a l  and monetary po l i c l e s  need t o  be 
formed and held t o ,  t o  cor rec t  some of t h e  fundamental and long- 
standing lmbalahces i n  Ghanat s external  and i n t e r n a l  economlc 
condition I n  b r l e f ,  Ghana w ~ l l  need t o  demonstrate a comltment 
and capability t o  carry out  a development s t ra tegy  along the  l m e s  
out lmed i n  t he  Econormc Overnew. 

An Option Three s t ra tegy  would aim t o  r emforce  movement 
m t h a t  direction -- a key d i f fe rence  from Option Two It would 
be primarily concerned with sec tor  emphases but  a l so  continue t o  
encourage and facilitate e f f o r t s  toward an accelerated overa l l  
growth r a t e  To commlt the  l eve l  of resources envlsloned under 
t h l s  opt lon and not be ac t lve ly  concerned about unde r ly~ng  
economlc condltlons a f f e c t m g  ove ra l l  growth would be unwlse 
even i f  po l i c l e s  m t h e  new five-year plan a r e  generally s a t l s -  
factory and consis tent  with A I D , ' s  object ives  Thus A I D would 
need t o  work closely with the IBRD and other  major donors t o  a s s i s t  
Ghana, through possibly a revived, more palatable  Consultative 



Group (perhaps focused on agrlculture and rural development), 
to take the self-help measures essential to achieving growth 
wlth equity 

Option Four - Major Growth Wlth Equlty A major growth 
wlth equlty strategy builds on the already establlshed pattern 
of U S assistance to Ghana It is based on the generally 
accepted view, as cited In IBRD studles, that a first order of 
busmess in Ghana 1s to lift the growth rate above the present 
stagnant level of 3% or less The IBRD projects a posslble and 
desirable growth rate for Ghana as 4% In 1975, rlslng to 6% by 
1980 To achieve this wlll requlre a slgnlficant self-help 
effort accompanied by major supplementary resource flows In 
magnitudes of $100 mllllon per year Wlthout thls boost m 
growth rate there is llttle likelihood of attaining slgnifl- 
cantly greater equity In the country's development Efforts 
to induce greater equlty will be frustrated and tenslons be- 
tween the more affluent urban and mlddle income groups and the 
poorer populations In rural areas and the poorest urban dwellers 
will be exacerbated The program for brlnglng about thls boost 
m growth 1s essentially the same as the one that was belng put 
together prlor to the 1972 coup To it should be added greater 
attention to key sector developments wh~ch emphasizes economc 
sewlces and amenities to the least developed comtnunlties In 
the country The elements of the A I D program would mclude 

- Expanded Technical Cooperation program wlth major 
sector involvement in food and nutrlt~on, health, 
population and related rural development and 
specially focused attentlon In human resources 
development to improve management capabillt~es - 
$4-4 5 mllllon 

- Sector Resource Loans each year In food and nutrltlon 
and health and related rural development - $10 0 mxlllon 

- Supplementary Program Loan - $10-15 mlllion 
- Reglonal Project actlvlty and P L 480 Tltle I1 

The essential difference between the above program and that of 
prxor years 1s the Increased emphasls on sector development 
addressing problems of equ~ty 

What does such a program for FY 1976 presume about the 
situation In Ghana? It anticipates that the trend In Ghanaian 
economlc planning and decision-maklng will evolve towards 
sounder pollcies and programs as the plan exerclse progresses 
By FY 1976 there would have emerged a pattern of self-help 



act lons and external  assistance support whlch would ju s t l fy  
the  major l eve l  of U S development assrs tance outllned Donor 
l n t e r e s t  In  Ghana 1 s  re f lec ted  l n  a relatively flrm p r o ~ e c t l o n  
of over $100 mll l lon r n  new assxstance reported t o  the  Ghanalan 
Government I n  1993 a s  f ea s lb l e  over the next elghteen months 
once the  debt lssue was resolved An Important par t  of t h l s  
s t ra tegy  optlon 1s the  assumption of a pos l t lve  U S e f f o r t  t o  
encourage multl-donor cooperation and ac t rve  IBRD leadershlp 
wlth the  Ghanaian Government i n  put t lng together the  several  
key p a r t s  of a major development program It accepts the  n e w  
t h a t  the potent la1 f o r  accelerated growth e x l s t s  m Ghana but 
requires  t he  catalytic ac t lon  of Ghana's development plan and 
s l g n l f ~ c a n t  donor support. Wxth IBRD guidance, b u l l d ~ n g  on 
the  Bank's established major lendmg and advlsory r o l e ,  Ghana 
and the  donors could agam come together i n  a Consultatlve 
Group restyled t o  make ~t more col laborat ive and more sens l t l ve  
t o  Ghanaian interests and leadershlp FY 1976 would be the  
t a r g e t  year f o r  begrnnmg t h l s  new development t h rus t  and the 
process of brlnglng i t  about would need t o  begln m t h e  commg 
months The f i r s t  s tep  would requme exploratory hlgh l eve l  
dlscusslons wlth Ghanalan leaders  on t h e w  n e w s  and a s p n a t i o n s  
f o r  the country's long-term development predicated on the view 
t h a t  t he  p rmc lpa l  donors a r e  prepared t o  provlde substant la1 
additional resources over an extended perlod. 

D. Ghanalan Aspxratlons and Strategy Op t~ons  

As the  horizon of t he  Ghanalan Government r u e s  above 
the  ~mmedlate problems a t  hand, ~ t s  long-term asp l ra t lons  begln 
t o  take shape The pr lnc lpa l  cha rac t e r l s t l c s  a r e  

- Overriding preoccupation wlth achlevmg grea te r  s e l f -  
suff lc lency I n  food productlon and the  productlon of 
ag r i cu l tu ra l  raw materials f o r  domestlc processing 
industries Rapldly r l s m g  cos ts ,  l a rge ly  caused by 
production and marketmg problems of l oca l  foods, 
have ln t ens l f l ed  t h ~ s  concern with agrlcul ture .  
Almost every l n s t l t u t i o n  I n  Ghana I n  one way o r  
another has an agriculturally re la ted  component 
I n  hand o r  under planning The Central Bank of 
Ghana has become a prlme mover In  agr lcu l ture  pollcy 
and programs 

- A growmg In t e re s t  m t h e  r u r a l  development dlmensiaos -- 
heal th,  feeder roads, r u r a l  water supply, adul t  educa- 
t ~ o n ,  coopera t~ves ,  agrxcul tural  credxt -- of 
a g r ~ c u l t u r a l  growth, stimulated by p o l r t l c a l  pressures 
from the  out lymg reglons 



- A grea ter  appreclatlon of the  importance of forelgn 
publlc and pr lva te  cap i t a l  t o  the  achievement of 
t h e l r  asp l ra t lons  This has been most notably 
re f lec ted  In  the  dr lve  t o  get  the  $150 m ~ l l i o n  
bauxite mlnlng - alumma processmg enterpr i se  
under way -- a project  whlch has been cen t r a l  m 
Ghanalan asp i ra t lons  from the  ear ly  days of the 
Volta Rlver Development - Valco project  The 
des i r e  fo r  t h l s  new scheme has been a s lgn l f lcant  
force In  moderating the Government's act ions on 
other external  investment and f lnanc la l  matters 

- A recent awakenmg t o  the  lmpact of acce lera tmg 
power requirements on the  long-term optlons fo r  
addl t lonal  hydroelectr ic  f a c l l i t l e s  $130 m ~ l l l o n  
w i l l  need t o  be l m e d  up In  FY 1976 fo r  t he  Kpong 
Dam, addl t lonal  schemes In  the  $200-300 mll l ion 
range a r e  becoming more urgent The pressures 
f o r  these vas t  schemes i n  turn  w l l l  generate more 
mtens lve  conslderatlon of alternative uses of 
available water f o r  power and/or l r r l g a t l o n  In  
the  poorer drought-prone areas of northern Ghana 
and neighboring Sahellan countries 

Underlymg these asp i ra t lons  i s  the  contlnulng debate 
on the  country's polltical-economlc ~ d e o l o g l c  o r l en t a t lon  whlch 
centers  on the  def l n l t ~ o n  of s e l f - r e l ~ a n c e  Slmply expressed, 
~t i s  a debate between the  advocates of s t a t ~ s t - s o c l a l l s t ~ c  
b iases  from the  Nkrumah era  and the  advocates of a l ~ b e r a l  
economic (though now more a s se r t i ve  and n a t ~ o n a l ~ s t i c )  p h ~ l o s -  
ophy An m t e r p r e t a t l o n  of se l f - re l lance  from the  s o c l a l l s t  
viewpoint ca r r l e s  wlth it an lns l s tence  on go-lt-alone aus t e r l t y  
which t o  a ce r t a in  extent charactenzed the f l r s t  year o r  two 
of the NRC's adtplnistratlon, ~t was saved from ~ t s  severest 
economlc consequences by the sudden r l s e  m export earnlngs 
from the  country's major exports The l l b e r a l  economlc n e w  
has increasrngly come t o  the fo re  a s  the longer term prospects 
of major new mvestments and growth become more attractive and 
the  authoritarian d l sc lp l lne  of a s o c l a l l s t l c  a u s t e r l t y  l e s s  
so Thls movement 1 s  gulded by leaders  who a r e  e s s e n t ~ a l l y  
pragmatx, learnlng t h e i r  lessons In  economics from what they 
flnd does o r  does not work Thelr asp l ra t lons  w l l l  draw them 
lncreasmgly towards those development pol ic les  and programs 
whlch c a l l  for  an expanding flow of external  resources from 
p r m a t e  Investment, external  assistance and t rade 

How w i l l  Ghanaians wlth t h i s  perspective before them 
n e w  the  s t ra tegy  optlons outlined? Certainly Options One and 
Two w i l l  be viewed a s  a decl lne In  U S In t e re s t  I n  Ghana and 



a turning away from our pollcy of the post-1966 period Option 
One 1s e s s e n t ~ a l l y  t he  course followed durmg the  bitterest 
days of the  Nkrumah perlod apar t  from extraordmary comm-~tment 
t o  t he  Volta Rlver Dam - Valco Smelter pro jec ts  Option Two, 
while more positive, w l l l  not be considered s l g n ~ f l c a n t l y  
d i f f e r e n t  and the  time necessary f o r  the  re fmed advanced 
plannlng and implementation may undermine 1 t s  more pos i t ive  
in ten t .  Optlons Three and Four a r e  more i n  l i n e  with 
Ghanaian expectations, a r i s lng  from t h e i r  own perceptlon of 
t he  importance of t h e  U S. t o  Ghana's development and from 
t h e i r  understandmg of t he  assurances they recelved of U.S 
support following a debt settlement. Optlon Four w i l l  appear 
l e s s  a t t r a c t i v e  u n t l l  such tlme a s  the  resource pxnch becomes 
more sharply deflned and f e l t  The f ea r  of overly embracing 
forelgn influence whlch could accompany Optlon Four and a 
current  d i s t a s t e  f o r  generalized commodity Import loans will 
l i k e l y  d e t e r  them from taklng the  lead i n  such a development 
s t ra tegy  The tenslon between i t s  advantages and d~sadvantages 
may become sign1flcant as  t he  ~ m p l ~ c a t l o n s  of t he  $100 m l l r o n  
annual gap sink I n  The s t y l e  and performance of t he  donor 
group, l n  t h e  interlm, w i l l  be  t he  key t o  how Ghana copes wlth 
t h e  tensions. O p t ~ o n  Three would l i k e l y  seem t o  the  Ghanaians 
t h e  most a t t r a c t i v e  I t s  emphasis on sec tor  development, 
particularly i n  a g r ~ c u l t u r e ,  and subordinate but  contxnumg 
concern fo r  t he  constrarning forelgn exchange problem appears 
consistent with Ghanalan views of t h e i r  p r l o r i t l e s  

One v l t a l  cha rac t e r i s t r c  of the  Ghanalan posl t ion 
derlves  from t h e i r  n e w  of col laborat lve s t y l e  Thls view 1s  
rooted l n  t h e i r  more assertive econormc nat1onal~sm, ~t i s  
reinforced by our own s t r e s s  on grea te r  LDC initiative I n  
development plannlng and decis ion maklng The hat-m-hand 
approach 1 s  out  I£ lt was ever l n  s t y l e  Ghanalan leaders  
l n  various regimes have s t ressed  t h e l r  preference f o r  t h e  
donors t o  out l lhe  t h e  l eve l  and focus of t h e l r  In t e re s t  f i r s t  
so t h a t  Ghanalan plannlng could then be adjusted accordingly 
They have cons is ten t ly  r e s l s t ed  the Consultative Group concept 
whlch requlred Ghana t o  ou t l l ne  i t s  development programs and 
self-help measures f m s t  t o  be scru tmlzed  by the  donors t o  
determine whether they a r e  worthy of support The prevarl lng 
view c a l l s  f o r  the  donor t o  o f f e r  what l t  bel leves i t  can help 
wlth and on what basss ,  t h e  Government wxll then decide whether 
t o  accept o r  r e j e c t  For Ghana, t he  col laborat lve s t y l e  1 s  a t  
~ t s  bes t  a process of mutual l n l t l a t l v e  w ~ t h  more s t r e s s  on 
Ghana's moldrng donor proposals t o  f ~ t  ~ t s  interests than the  
other  way around Strategy Op t~ons  Three and Four w x l l  c a l l  
f o r  donor group l n l t i a t l v e  and f l ex lb r lx ty  



E Donor Connnunlty Interests and Assistance Strategies 

Prior to the 1972 coup, the Donor Community under IBRD 
leadership was movlng toward conntment to a major asslstance 
program. The Consultatlve Group mechanism was to be employed 
to brlng together the requlrements and program of the new 
Development Plan with the commitment plans of the donors 
Prospects of upwards to $150 mllllon In new assistance were 
anticipated. The donors Included the IBRD, U S., Germany, 
Canada, U K., UNDP (TA only) as the major contrlbutors, and 
a number of smaller donors including Italy, France, Denmark, 
Israel and Australia The confrontation on the debt and 
participation Issues and the NRC's strong aversion to rnultl- 
lateral arrangements wlth donors shelved indefinitely a revlval 
of the Consultatlve Group 

From the U S viewpomt some such Consultative Group 
mechanism would be an essential precondition to asslstance 
under Option 4 It would be desirable under Optlon 3 but not 
essential and could be more narrowly focused on agriculture 
and rural development programs A Consultatlve Group under 
Options 1 and 2 would not likely be In our Interests as ~t 
would expose us to pressures for levels of assrstance we would 
not be prepared to provlde The absence of a Consultatlve 
Group does not preclude other forms of donor coordmnat~on, 
however. Active informal coordination takes place cont~nuously 
among the donor representatives structured by monthly meetlngs 
Sub groups have been formed on special program areas, particularly 
agriculture 

A central aim of the NRC when it took over the 
Government was to remove what they believed to be the excessive 
influence of foreign advlsers and organlzatlons -- bilateral 
and multilateral -- ln macroeconormc policy formulation under 
the prior administratlon, Unfortunately, concurrent wlth th1s 
reaction during the flrst year or so, there was a lack of 
appreciation of the crltlcal Importance of sound fiscal, mone- 
tary and balance of payments policy and of systematic Investment 
planning Experience w ~ t h  the results of NRC's efforts remforced 
by the impact of external factors restored some recognition of the 
significance of these policy areas and some cautlous appreclatlon 
for external advice and asslstance though severely cncumscrlbed 
In this circumstance, the IBRD, through its economlc missions, 
reports and consultations and its resident senlor econormst, 
has sought to help the Ghanaian polrcy makers see the reallties 
of their economic situation and the consequential actions neces- 
sary No other donor has any involvement In th~s dimension of 
Ghana's development. The A.1 D program has sought to strengthen 
the Ghanaians' own capabllltles In thls area owing to its 



crltical ~mpact on natlonal development and signif~cant 
achievements wlthln the productive sectors. Carefully focused 
asslstance as under the Econonuc Development Management project 
should be continued to broaden the base of tramed and mformed 
econonuc decrslon-makers and competent development planners 
It would be an important component In workmg toward the objec- 
tlves of Options 3 and 4 ,  complementing the work of the IBRD and 
fllling an asslstance need not met by other donors. Slmllarly, 
advlce and encouragement can evolve from the macro-pollcy 
lmpllcations of sector orlented actlvltles, 

The current plans of the maJor donors envrslon major 
commltments durlng FY 1975 and FY 1976 The greatest portion 
of this asslstance is to be concentrated ln the agricultural 
and rural development sector. The IBRDts pattern of asslstance 
1s concentrated on cocoa, palm 0x1, sugar, coconut, livestock 
and a cotton production-based Integrated rural development scheme. 
The German Government 1s concentrating lts asslstance on an 
evolving rural development scheme centered on rlce productlon m 
the Northern Reglon and to a lesser degree m the Upper Reglon, 
it IS prepared to take on one sim~lar addltxonal reglon-based 
rural development scheme The Canadlans are Interested m 
shlftlng more of their resources mto rural development -- they 
now have a major village water supply program m the Upper 
Reglon -- but may be held by the Ghana Government to planned 
commltments In telecommunications, the Kpong hydroelectric dam, 
and hlghway rehabilltat~on In assoclatlon wlth the IBRD. The 
U K. program 1s as yet unformed UNDP, whlle Involved in a 
wlde range of actlvltles, has its largest program In malze 
development based In the four prlmary maize-producing regions 
Programs of other donors In other areas of proposed A I.D. 
asslstance are negllglble, 

What do the above emerglng patterns of other donor 
asslstance suggest for A I D.'s development asslstance strate@ 

The level of resources planned and m process suggests 
that A I D.'S program wzll contmue to be part of a major multi- 
lateral effort to asslst Ghana The U.S. wlll no longer be the 
major donor as the IBRD expands ~ t s  program but wlll operate at 
a level closer to the other major bilateral donors. As the focus 
of donor attention narrows to problems of key sectors, the task 
of defxning d~stinctxve roles for each wlll become more complxcated 
particularly as the focus IS maxnly m the agr~culture - rural 
development sector, 

Both the Germans, IBRD and UNDP are well established 
In area-based commodity productlon programs, some of whlch are 
belng expanded to encompass rural development schemes These 



programs a r e  In areas  of t he  poorer population. For example, 
t he  German program 1 s  pa r t l cu l a r ly  concentrated m the  eas te rn  
ha l f  of the  Northern Reglon and posslbly t h e  Upper Region. 
The IBRD Integrated r u r a l  development scheme, now being developed, 
will cover the  northwest corner of t he  Upper Reglon, extending 
i n t o  the  Northern Region. The UNDP malze program has operations 
i n  t h e  Brong-Ahafo, Ashantl, Central and Eastern Regions A I.D. 
programs st111 i n  the  plannlng s tage  must be f l t t e d  In to  those 
of other  donors already well advanced. Clearly these donors 
a r e  not prepared t o  take on the  f u l l  range of development a c t i w -  
t l e s  requlred I n  t h e l r  reglons whlch a r e  among the  poorest i n  
the  country, opportunities f o r  complementary programs a r e  open 
I n  these areas.  

Problems of available manpower and adrmnlstrat-~ve 
capaclty l n  t he  reglons and donor s ens l t l v l ty  t o  d l s t m c t  lve  
lden t l t y  f o r  t h e m  programs make t h e  conduct of complementary 
programs pa r t l cu l a r ly  d e l l c a t e  ones, however. A t  t h e  same 
time t h a t  some elements of t he  Government want t o  move toward 
mtegra ted  r u r a l  development by reglon wlth donor assignment 
accordingly, o ther  key officials a r e  s ens i t i ve  t o  t he  difficult 
p o l l t i c a l  lmplicatlons of such reglon-donor association None 
of t he  pr lnc lpa l  donors, apart  from A.1.D , appear t o  have In  
mmd t h e  nat lonal  dlmenslons of the  development e f f o r t ,  1 e , 
t h e  strengthenmg of the  nat lonal  agency programs whlch must 
be linked with development e f f o r t s  i n  t he  regions. A program 
whlch blends these two dlmenslons would appear an appropriate 
s t ra tegy  f o r  A.I.D., ~t would he lp  strengthen the  work of other  
donor activity, and employ A.1 D,'S spec la l  experience and 
capab l l l t i e s  It would be f eas lb l e  under Optlon Three 

F. Level of Assistance and Alternative Strategies 

The cholce of s t ra tegy  t o  a considerable degree w l l l  
be Influenced by t h e  program preferences m A I D ' s  mandate 
There 1s  little pomt  l n  adopting a development assistance 
s t ra tegy  t h a t  1 s  ~ncompatlble  with the  primary mandate given 
A I D Options Three and Four would c a l l  fo r  Sector Resources 
Loans and, f o r  Optxon Four, m addition, Program Loans t o  
enable r e l a t i v e l y  rapld plannlng and lmplementatlon t o  meet 
the  requirement f o r  resource flows consistent wrth t h e  develop- 
mental object lve envlsloned Sector Loans and cap l t a l  p ro jec ts  
requlre  longer lead tlmes f o r  plannlng, implementation extends 
over a longer period of years The objectives which c a l l  for  
a concern w ~ t h  both growth and equlty would not l l ke ly  be 
achieved by the  TC-Sector Loan axd instruments l n  Optlon Two 
I f ,  however, Program Loans a re  ruled out then the  achievement 
of the  Optlon Four object lve 1 s  unl ikely,  there  1s  no sec tor  
o r  project  mechanism whlch w i l l  permlt the  rapxd large-scale  
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flow of resources required t o  achleve the  growth objectives 
out l lned i n  t he  IBRD projections The s i z e  of Sector Resource 
Loans IS constrained by the  narrower programming l l m l t s  
lmplled m a sector  focus. 

Another fac tor  bearing on the  l eve l  of assistance 
stems from ~ h a n a ' s  relatively advanced development compared 
t o  t h e  l e a s t  developed countr ies  i n  Africa The IBRD has 
advlsed the  Ghanaians t h a t  t h e  amount of IDA term money w i l l  
be  available f o r  Ghana a t  substantially reduced leve ls  Mixed 
IDA and conventlonal IBRD terms a r e  l l k e l y  t o  be the  pa t te rn  
of the  fu tu re  wlth the  character of the project  a key deter-  
minant The large-scale  fmancing envisnoned f o r  t h e  Kibl 
bauxl te  mlning in f r a s t ruc tu re  and f o r  new power requirements 
i s  unl ikely t o  a t t r a c t  t h e  concess~onal  f inancmg Ghana would 
l i k e  Other Inf ras t ruc ture  schemes such a s  teleconnnun~cations 
and urban water systems w i l l  srrmlarly be l e s s  attractive t o  
concess~onal  donors who a r e  s h ~ f t i n g  t h e n  a t t en t ion  t o  
agriculture and r u r a l  development and soc la l  servlce programs 
i n  general. Ghana w l l l  thus have t o  absorb a h ~ g h e r  percentage 
of conventlonal IBRD-MIM type fmancing along wlth contlnulng 
concesslonal lendlng f o r  the  l e s s  comrnerc~ally oriented ac t lv-  
i t l e s  Havlng ju s t  overcome a major debt servicing problem, 
t h l s  prospect w l l l  be pamful ,  placlng considerable pressure 
on A I D and o ther  concessionaE lenders 

G West Afrlca Development and 
U S. Development Assistance f o r  Ghana 

The lmplicatlons of t he  cholce of s t ra tegy  option f o r  
Ghana go beyond Ghana I t s e l f  Future development i n  Ghana 
cannot go on l so la ted  from nexghborlng countr les ,  moreover, 
stepped-up growth i n  Ghana can contribute t o  the  salvagmg 
of the  ravaged economxs of nearby Sahehan  countr les  Ghana 
can become an Important market, employer and food source f o r  
impoverished Upper Volta and other  Sahelian countr les  Ghana 
imports c a t t l e  worth several  rmll ion do l l a r s  each year from 
t h e  Sahelian countr ies  As i t s  economy expands the  demand 
f o r  labor w l l l  grow as  ~t has already In some Ghanalan agr l -  
cu l tu ra l  areas  Substantla1 quan t l t l e s  of Ghana's food 
p roduc t~on  move across  t h e  borders m response t o  high pr lces  
and ease of t ranspor t  -- one e s t m a t e  suggests t h a t  10-20% of 
Ghana's expanded r l c e  production 1 s  smuggled out of t h e  
country This w11l ~ n e v ~ t a b l y  Increase a s  Ghana's a g r ~ c u l -  
t u r a l  development accelerates  Ghana~an manufacturers a r e  
meetlng demands I n  the  surrounding countrxes, e g., t e x t l l e s  
t o  Mall Var-~ous s tudles  have polnted out ,  however, t h a t  
Ghana's In te rna l  economc d ~ f f i c u l t i e s  -- l t s  lack of growth, 
i t s  overvalued cedi -- have Iso la ted  it from a grea te r  



involvement I n  West African development Conversely, lt 1 s  
believed t h a t  s lgn l f lcant  growth In  Ghana and a reordermg 
of i t s  external  f lnanclal  pos l t ion  could contr ibute  t o  growth 
In neighboring countrles P a r a l l e l  wlth t h l s  n e w  1 s  the 
conclusion t h a t  t he  Sahellan countr les  can only survlve and 
develop i n  close assoclat lon with the  more prosperous, more 
developed and growlng coas ta l  s t a t e s  Ghana, moreover, 1s  
becoming mcreaslngly lnvolved In  reglonal schemes It i s  
a key par t lc lpant  m the  onchocerclasls control  program and 
I n  reglonal l m k s  i n  telecommunications, power and t ransport  
It i s  an ac t lve  supporter of t he  West Afrlcan Economic 
Community Future r l v e r  development I n  northern Ghana w i l l  
have Important consequences f o r  Sahellan countries 

Strategy Optlons One and Two preclude A I D.'s 
encouragmg and supporting a grea te r  Ghanalan contr lbut lon 
t o  West Afrlcan regional development and support f o r  the  
Sahellan countries Option Three and particularly Optlon 
Four can, over the  long term, make a d l s t m c t  contrlbutlon, 
provided a reglonal perspective is  b u l l t  m t o  the  planning 
t o  resolve the  problems of the  tragically f r a l l  economies 
of t he  I n t e r l o r  countr les  I n  t he  same process ~ t s  own 
people can come t o  share more equitably l n  a b e t t e r  l l f e  

H USAID Conclus~ons and Program Recomendatlons 
on U.S Development Assistance Strategy 

I n  considermg the  four s t ra tegy  optlons, t he  USAID 
Mlsslon recognizes t h a t  a number of variations m d o l l a r  leve ls  
and program Instruments can be deslgned wrth differing shadings 
i n  j u s t l f i c a t l o n  It bel ieves the  four optlons t h a t  have been 
l a i d  out provlde sxgnif icant ly different courses t h a t  could be 
followed as  U S m t e r e s t s  i n  Ghana and West Afrlca may d l c t a t e  
and Ghana's domestic performance j u s t l f l e s  A f m a l  conclus~on 
on A I D ' s  Development Assrstance s t ra tegy  w l l l  r equl re  fur ther  
exchanges with the  Ghana Government i n  the context of t he  
Government's emergmg development plan, however, guldance 
fo r  these exchanges w l l l  be needed drawrng on the  USAID's 
presentat lon I n  conslderrng the  optlons we should n e w  them 
as  objectives toward whlch we choose t o  work r a the r  than a s  
established programs f o r  which necessary conditions have been 
s a t i s f l e d  and now exls t .  

We would seriously questlon the  wlsdom of Optlon One, 
it 1 s  a backward looklng vlew insens l t l ve  t o  the nuances and 
trends and opportunl t ies  f o r  development I n  t he  Ghanalan s i t u -  
a t l on  It f a l l s  a s  wel l  t o  appreciate Ghana's profound in t e r -  
e s t  In  and des l r e  fo r  American rdeas,  technology and re la t lonshlps  



Optlon Four represents  from a development econom-~st's 
pomt  of vlew, such as ou t lmed  by the  IBRD, the s t ra tegy  most 
l l k e l y  t o  achseve the  s t ruc tu ra l  changes and econormc reforms 
necessary t o  br lng about t he  hlgher growth r a t e s  Ghana has 
been deprlved of f o r  t he  pas t  decade It provldes t he  oppor- 
t un l ty  f o r  bu l ldmg substantnal ly  grea te r  equlty In to  ~ h a n a '  s 
development -- a course whlch would have t o  be purposely pur- 
sued o r  the  attractions of capl ta l - ln tens lve  investments would 
agam d l s t o r t  the  country's growth It 1 s  t he  optlon most con- 
s l s t e n t  wlth the  a m  of promoting Ghana's par t lc lpatnon I n  and 
support t o  West Afrncan and Sahellan development, perhaps a 
prlmary ju s t ' ~ f1ca t lon  f o r  such a major U S program. By the  
end of FY 1975 Ghana could be and may be I n  the  bes t  posltnon 
i t  has been In s m c e  the  1966 coup t o  launch a broad based 
growth w ~ t h  equfty s t rategy.  Many of t he  elements a r e  f a l l l n g  
In to  place -- debt burden cleared, large-scale  external  a s s l s -  
tance pendmg, a hea l th i e r  n e w  of self-help evolving, and a 
new development plan belng prepared A t  t he  same tune, however, 
the  focus of ln te rna t lona l  development concerns i s  s h l f t m g  a s  
1 s  Ghana's vlew of I t s e l f  In  t he  ~ n t e r n a t l o n a l  s e t t l n g  The 
opportunity f o r  O p t ~ o n  Four, In  spite of ~ t s  mer l t s ,  may have 
passed. For t h e  donors, the  problems a r l s l n g  from the  m t e r -  
ac t lon  of population growth, food productron and provlslon of 
soc i a l  servlces  and the  concern f o r  t he  poorer members of the  
soclety a r e  concentratnng a t t e n t ~ o n  on sec tora l  crnses and 
the  condltlon of t h e  l e a s t  developed countr les  Ghana, f o r  
~ t s  pa r t ,  hopes t h a t  a favorable balance l n  ~ t s  export prxces 
and Import cos ts  w ~ l l  be  sustained t o  enable ~t t o  achieve by 
t rade  what ~t previously sought by ald. There IS a l so  the  
naggrng doubt t h a t  Ghana has o r  w l l l  have t h e  kmd of leader- 
shxp capable of providing the  dynarmc p o l l t l c a l  environment 
requlred f o r  such a s t rategy.  Optlon Four should be put on 
the  back burner,  as events unfold ~t could agam be appropriate 

There 1s merl t  m OptLon Two It w l l l  not provlde 
the  leve l  of resources,  however, t h a t  could b r m g  about a 
s lgn i f l can t  Impact on bas l c  s ec to ra l  problems and would not  
be supportive of a move t o  accelerated growth It i s  well 
below the  l eve l  of assistance Ghana expects from t h e  U S 
a s  lndlcated by pas t  U S, performance It w l l l  make l l t t l e  
o r  no contrlbut1on l n  helplng Ghana pa r t l c lpa t e  In  easlng 
the  urgent development problems of t he  Sahellan countr les  
Wlth t ~ g h t  funds and g rea t e r  p r l o r i t y  bemg glven the  l e a s t  
developed countr les ,  ~t may,  however, be t h e  bes t  optlon 
f eas lb l e  

Optlon Three provides, from the  USAID Mlsslon 
perspectlve, a particularly prormsmg strategy.  It would 



permlt a concentrated and slgniflcant Impact on ~hana's 
agrlculture and rural development It could help moblllze 
one of the most fundamental forces for development xn Ghana -- 
the mass of the rural populatlon and small farmers It could 
pave the way for Ghana's contrlbutlon to easlng the Sahelian 
problem with food, supplies, farm employment and markets 
Its larger resource flow would help, m concert wlth other 
donors, stmulate movement toward a hlgher growth rate whlle 
glvlng equlty concerns a prlmary thrust Optxon Three 1s 
dlrectly consistent wrth both A I D 's and Ghana's current 
development Interests Once accepted In prlnclple by A I D 
as a feas~ble and approprrate strategy from ~ t s  posltxon, a 
dialogue wlth Ghanalan offlclals will be necessary to deter- 
mine whether ~t IS, In fact, pract~cable. The Mlsslon 
believes, however, that step by step ~t IS establlshlng the 
klnd of worklng relatlonshlp whlch wlll permxt effective 
collaboration But thls relatlonshlp wlll have to emerge 
over tlme bullt on a confidence that IS based on our 
responsweness to speciflc requests 

I Program Content and Approach Under Optlon Three 

The proposed development assistance program 1s 
concentrated In three sector areas small farmer agrlculture 
and related rural development, health servlces and populatlon 

The small farmer agrrculture and rural development 
emphasls envlslons 

- concentrated attentLon on the problems of 
dellverlng basrc agrlcultural mputs and 
services -- credlt, seed, fertilizer, lm- 
proved practrces and appropriate technology -- 
to the small farmer, and the strengthenzng 
of storage, market ~ n g  and dlstrlbutlon 
servlces whlch have been identified as a 
prlmary constraint, 

- the development of farmer assoclatlons and 
prlvate agrlbusmess enterprises to enhance 
the lmkage between agrlcultural servlces 
and the small farmers, 

- mtenslfled appllcatlon of the above In one 
reglon (or part thereof) in an mtegrated rural 
development program, worklng, as much as pos- 
s~ble, through exlstlng Ghanalan mstltutions 
and organlzatlons, 



- t he  develop 
Ghanalan l n s t  l tu t lons '  t o  t ram m~dd l e  management 
s t a f f  f o r  ag r l cu l tu re  a c t l v i t l e s  -- a major 
bottleneck t o  the  expansion of Ghana' s ag r l cu l tu re  
program. 

I n  a l l  of these actxvl ty areas ,  t he  ~ n t e n t l o n ,  where 
requested by the  Ghana Government, IS t o  l den t l fy  strategic 
p o m t s  f o r  assistance ra the r  than presume a comprehensive 
involvement, e g , l n s t l t u t e  small farmer ac t lon  research 
extensLon programs, establish a fertilizer company fo r  
procurement, processing and marketing, expand the  seed 
mul t lp l lca t lon  un l t ' s  operatlons,  develop s t a f f  and provlde 
working c a p l t a l  f o r  addl t lona l  branches of t h e  Agricul tural  
Development Bank, provlde cap l t a l  resources t o  strengthen 
Input d l s t r l bu t lon  serv lces ,  s torage and t ranspor t ,  and 
undertake an integrated r u r a l  development project  m an area 
specif led by the  Ghana Government 

The second area  of concentratlon IS hea l th  wlth 
particular attention t o  the  del lvery of hea l th  servlces  t o  
t he  r u r a l  popula t~ons  . The program envlslons 

- t he  development of a planning u n l t  and management 
system xn the  Mlnlstry of Health, 

- strengthenmg mlddle management particularly In  
reglonal operatlons,  

- strengthenlng the  l o g l s t l c  support system of 
t ranspor t ,  supplies, communications and bas ic  
equipment , 

- Intensive appl lcat lon of servlces  m a selected 
reglbn, 

- more intensive appl lcat lons of t h e  n u t r l t l o n  
f ac to r  m the  plannlng of development a c t l v l t l e s  
especxally wlth respect  t o  t he  hea l th  of mothers 
and chl ldren I n  t h e  r u r a l  areas  

The population program -- t h e  t hmd  area  of concentratlon -- 
continues along the  l m e s  of ass i s tance  already well established, 
1 e , support t o  t he  Ghana Natlonal Fam~ly Plannmg Program and 
t o  research on the  ln te r re la t lonshlps  of low cos t  effective 
r u r a l  heal th/fam-~ly plannlng del lvery systems. Increased a t ten-  
t l o n  w i l l  be glven t o  



- mtens l fy lng  the  del lvery of famxly plannlng 
servlces  through an unproved management of MCH 
and/or "free standing" c l l n ~ c s  and of d l s t r l -  
butlon of non-c l ln~ca l  contraceptives through 
commercial channels, 

- developmg an ~n tensxve  area program In  one 
reglon 

There a r e  common program themes wl thm these areas  
of concentratzon whlch characterize the  proposed assistance 
s t ra tegy  

- F l r s t ,  there  1 s  a particular m t e r e s t  m 
strengthenlng management systems and c a p a b x l ~ t l e s  
e s sen t l a l  t o  lmprovmg the  del lvery of services  -- 
agricultural, hea l th  and famlly plannlng -- t o  
the  r u r a l  poor populations The management fac tor  
(mcludmg operations planning) 1 s  perhaps the  
prlmary cons t r amt  I n  Ghana's development where 
o ther  human and physlcal resources a r e  available 
but poorly organxzed and directed, USAID's 
program I n t e r e s t  m Ghana l n  education and human 
resources development l l e s  primarily i n  t h l s  con- 
cern f o r  management whlch 1s c rx t l ca l  t o  ensurlng 
development programs -- publlc and pr lva te  -- 
reach and Involve the  poorer population groups 

- Second 1 s  the  recognltlon t h a t  t o  be effective, 
the  del lvery of services from na t lona l  agencles 
must be t l e d  together In  a reglon o r  smaller area 
focused on Integrated r u r a l  development programs. 

- Third, there  1 s  a recognltlon t h a t  even wl thm 
integrated r u r a l  development schemes, non- 
governmental organlzatmns,  associations and 
programs have a v l t a l  r o l e  a s  a l l nk  between 
government servlces  and the  communitxes of r u r a l  
poor. Because of the  d1 f f l cu l t l e s  of servrclng 
vas t  numbers of households and farms, t he  need 
f o r  more lnt lmate a p p r e c l a t ~ o n  of l oca l  attitudes 
and customs, and the  need t o  c r ea t e  an "attraction" 
force through organized comunlty e f f o r t s ,  a t ten-  
t l o n  must a l so  be given t o  bulldlng non-governmental 
organlzatlons and programs Ln the  v l l l ages  

- Fourth, t he  development of appropriate technologles 
through operational research In the l o c a l  envlron- 
ment 1 s  e s sen t l a l  t o  sustarned improvements i n  



these  sec tors  The Danfa Rural Health and Fauuly 
Plannmg Research Pro jec t  provldes t h l s  dunension 
t o  t he  heal th  and population programs The 
Development Appllcatlons of Sclence and Technology 
Project  w l l l  serve t o  r emforce  agriculture and 
r u r a l  development a c t l v i t l e s  a s  w l l l  other 
research e f f o r t s  dlrected a t  particular agronormc 
and soclo-econormc problems of the  small farmer. 

The prellmmary ~ n v e s t l g a t l o n s  of the  Misslon t o  da t e  
on women m the  development process already demonstrate t h e  
particularly s lgnl f lcant  r o l e  of women I n  food production and 
d l s t r l bu t lon ,  and t h e l r  ac t lve ,  i f  l lmlted I n  nunibers, pa r t l c -  
lpa t lon  l n  professional positions In the  selected areas  of 
concentration The snvestlgatxon a l so  shows t h e  cu l tu ra l  
expectatrons that Ghanalan women, apart: from t h e l r  r o l e  as 
bearers  of children, be economically ac t lve  T h e n  subservient 
pos l t ion  m the  soclety,  however, r e s u l t s  m t h e i r  not belng 
provlded wlth the educational o p p o r t u n l t ~ e s  and technical  
servlces  comparable t o  t h e l r  r e spons lb r l l t i e s  and ro l e s  In 
t he  economlc processes of t he  country 

Levels of Ass~s t ance  Under Optlon Three 

The USAID recommends the  f 01 lowing fundlng leve ls  f o r  
planning purposes 

Technlcal Cooperation 
and Development Grants 5,206 4,333 3,645 2,954 

Sector  Resources Loans 12,000 10,000-15,000 10,000-15,000 

T l t l e  11 (MCH) 1,336 1,641 1,810 2,000 

Technlcal Cooperation and Development Grants 

The hlgher l eve l  f o r  TC r e f l e c t s  t h e  USAID e f f o r t  t o  
move the  Ghana program m t o  the  mainlrne of A.I.D,'s new mandate 
In E'Y 1976 approximately 50% (60% i n  FY 1975) 1s  f o r  programs m 
the  food and nutrition category i n c l u d ~ n g  the  Science and 
Technology p r o ~ e c t  under Selected Development Problems whlch 
w i l l  be concerned with aspects of agricultural development. 
Thls compares wrth l e s s  than 10% I n  FY 1974 About 30% In  



FY 1976 i s  f o r  population programs and 10-15% f o r  hea l th  
The la rge  Increase i n  FY 1975 r e f l e c t s  the  advance fundlng 
requirements fo r  severa l  new pro jec ts  We an t i c ipa t e  t h a t  
t he  ac tua l  leve l  l n  FY 1975 may f a l l  between $4-4.5 ~ r u l l l o n  
a s  new pro jec ts  a r e  reviewed and l n i t i a l  lmplementatlon 
delayed. Fundbng f o r  t he  TC/DG a c t l v l t l e s  could Include 
allocations from the  Voluntary Agency s e t  as lde  fund fo r  
the  Farmer Assoclatlon and Agribusiness Development Project  
and Sahel app ropr i a t~ons  f o r  t he  Savannah Desert i f icat1on 
Study under t he  Development App l~ca t ion  of Science and 
Technology Project  

Development Loans 

The USAID Mlsslon proposes fo r  planning purposes an 
annual l eve l  i n  the  range of $10-15 mll l ion f o r  each f i s c a l  
year. I n  FY 1976 ~t 1 s  proposed t h a t  $10 m l l l ~ o n  apply t o  
an Agrlculture Sector Resources Loan and $2  0 nul l lon  f o r  a 
Health Sector Resources Loan These loans would provide a 
combination of loca l  currency generations and c m o d l t y  
Imports required by the  sector  The loans would encompass 
an agreed s e t  of subact lvl t1es  associated n t h  the  A I D 
Technical Cooperation program 

The following sec t ion  provldes summaries of t he  
th ree  sec tor  assessments and a dlscuss1on of several  re la ted  
areas  of program ~ n t e r e s t  education and human resources,  
science and technology, ru ra l  development and women I n  
development and other  A 1.D activities i n  Ghana Sector 
Assessment Amexes provide the  f u l l  dfscussion on agr lcu l ture ,  
heal th  and populatxon and a prellmmary assessment on Ghana's 
women i n  development. 


