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We have here, in Africa, everything
necessary to become a powerful, modern,
industrialized continent. United Nations
Investigators have recently shown that
Africa, far from having inadequate resources,
is probably better equipped for industri-
alization than almost any other region in
the world....

The true explanation for the slowness
of industrial development in Africa lies in
the policles of the colonizl period. Prac-
tically all our natural resources, not to
mention trade, shipping, banking, building,
and so on, fell into, and have remained in,
the hands of forelaners seeking to enrich
allen investors, and to hold back local
economic initiative....

In plenning national development, the
constant, fundamental guide is the need for
economnic¢ independence.... An inportant
essentlal 1s to reduce our colonial-produced
economlc. vulnerability by lessening the
dependence on mono-crop farming....

Every time we import goods that we could
manufacture if all the conditions were avail=-
able, we are continuing our economic dependence
and delaying our 1ndusbrial growth, It is
Just these conditions that we are planning to
provide, so as to make ourselves independent
of the importation of goods and foodstuffs
that we can produce ourselves.

-~ Kwame Nkrumah
Africa Must Unite
pp. 23’ 21", 108’ 112.




IMPORT LICENSING AND IMPORT SUBSTITUTION
IN GHANA IN THE 1960's¥

Ideology Pehind Guaua.au Import-Substitution Policy

Ghana's desires to promote economic growth and to break
free of dependence on developed countries and on world market
conditions have motivated its efforts to expand industrial
capacitf. Especially in the 1960's, Ghana has tried to promote don~sti
production of manufactured goods, instead of relying on
what it regards as the colonlal pattern of exchanging prihary
materials for manufactured products. These Vliews were expressed
(see Frontispiece) by Kwame Nkrumah, President of Ghana from
its independence in 1957 wntil his OVe?throw in 1966, and were
reflected in government policy:

First, it 1s the Government's intention that as
early as possible the country shall produce within
its own borders a very high proportion of all the
goods and services that are consumed here from
day tO daycooo -

Having freed ourselves from the clutches of
imperialisn, whose economic policy is the pre-
servatlion of colonles as sources of raw materials
for factories in metropolitan countries, as well
as markets for the finished products of those
countries, we-are embarking on a vigorous pollcey
of converting many of our rew materials inio
sefil-processed or final products. before exporting

- them from this cowntry. 1

# Much of the material and information for this paper came from
interviews and conversations with govemuuent officlals and
advisers, indusirial managers, and others in Ghana, whose
cooperation we very much appreclate. Ye also wish to thank
Professors Stephen Lewls, Jr., Henry Bruton, and Paul Clark
of Williams Clollege for essential guldance and comments,
without lmplicating them in the result.
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Ghsna's industrialization policy was not founded upon an

1soletionist approach.

on goods which can'be produced relatively efficlently in Ghana

and trading them for goods which cannot would best promote the

goal of economic progress:

This should not be interpreted to mean that we are
to alm at complete economic self-sufficlency in

all fields, since the vprinciple of international
division of labor mzkes it abundantly clear that

no nation can obtain the best results by endeavour-
ing to produce all requirements from within 1ts

own borders.... 2

Nkrumah, however, did not believe that a free market system could

achleve his soclal and economic aims:

« +« » colonial rule precluded that accumulation

of caplital among our citizens which would have
asslsted thorough-going private investment in
industrial construction. It has, therefore, been
left to the government, as the holder of the means,
to play the role of main entrepreneur in laying
the basls of the national economic and social
advancement.... ZProduction for private profit
deprives a large section of the people of the
goods and services produced. . If, therefore, we
are to fulfll our pledge to the people and achieve
the progranme set out &bove, socialism is our
only alternative. TFor socialism assumes the
public ownership of the means of production, the
land and its resources, and the use of those means
in fulfilment of the people's:needs.... 3

Although Nkrugﬁp did not "explicitly introduce socialism until

the 1960's, the principle that the government had a role in

directing and planning the economy was established during the

1. Imoru Egala, Minister of Industries, in Ghana, Parliamentary

v

Debates: Official Report--First Series, Vol. 34 (i Novembder,

196%), col. 325,

2, Ibid.

3. Kwade Fkrumah, Africa Hust IUnite (New York, Frederick 4.
Pracger, 1263), pp, 119-120, »

Its leaders recdognized that concentration



195C's., A Ten-Year Development Plan (later accelerated fo a
Mve-Year Plan) was introduced in 1951 shortly before Nkrumah's
Convention People's Party first won control of the Leéislative
Assembly. Little was actually done to promote 1ndu§try during
the 1950's, however, until the Second Five~Year Development Plan
was initiated in 1959.4 The sociallism which Nkrumah then began
instituting took the form of extensive central sovernment
control over the economy, soclety, education and pelitics. This
approach meant rapldly accelerated government investment in
Industry, as well as in public services and in agr-iculture.5
Yhereas the government had previously concenérated on the Volta
River project as the basis for industriazl diversity, it now
turned toward direct investments in order to gain control over
industrial production and to reduce dependence on imports of
manufactured goods. Before evaluating the instruments with
which Ghana carried out its import-substitution policy and thelr

Impact, we will first describe the changes which took place in

the structure of industry and of imports during 1960-56,

4. Tals plan was abandoned arter two years and replaced by the
Seven~Year Development Plan, which was instituted in 1964,
For a discussion of the Plans, see the concluding chapter
by #. K. Omaboe in . Hirminghamn, I. Neustadt, and E. N,
Omaboe, eds.,, A Study of Contemporavy Ghana: Vol. I, The
Econony of Ghana (xvanston, Korihwestern University Press,
1965), |

5. &n excellent analysis of the evoluivlon of Ghanalun economle
policy 1s contained in a Ph.D., thesils by Dourlas A. Scott,
Srowth and Crisis: Fconomie Policy in Ghana (Harvard, 1967).




INDUSTRIAL STRUCTURE

Growth of Manufacturing

The increasing level and share of output originating in
manufacturing from 1958 to 1966 are summarized in Table 1. In
current prices, manufacturing output almost doubled from 1958
to 1962 and again from 1962 to 1966. Much of this 1ncpease,'_
however, was attributable to rising prices, especially in 1961
and 1965-56.6 Real growth rates slowed 1p 1964 and 1965 to
practically nil, although production picked up again in 1966.
The manufacturing sector became increasingly important 1in
total industrial output7 (from less than half to £w0~thirds over
the period 1958~66) and in %ross Domestic Product (from less
than 3% to 4%%). 'v

output figures provide only an indicator of the growth .
in industrial capacity. Although capital formation estimates
were not given in real terms or separately for manufacturing in
the avallable statistics, unoffieial estimates suggested that
industrial capacity.grew more rapidly than output in the 1960's.
A Bank of Ghana study in 1964 found that Enly half of one-~shift
capacity wvas b%}ng utilized, with especilally high surplus
capacity in fdad processing, metal and nonwmetallic mineral
manufacture;, and clothing and accessories. It found that "the
exlstence of surplus capacity . . . has been due malnly to lack
%, The wholesale prlce index for manufactured articles, based

on 1961 = 100, rosc from an average of 118.8 in 1964 to 129.2
in 198% and 13%2.4 in 19556 (Table B).

7. Includings minine, quarrying, electriclty, gas and steam, but
not construction.



TAELE 1
GROWIH OF MANUPACTURING OUTPUT

—get

1958 1959 1962 1963
Gross Output:

‘Current prices: 52 61 1CO 130
(3 million)

Fixed price index: 100 123
(1962 = 100)

Real growth rate: _ . 23%

Share in total ,
industrial output: 437 487 58% 64%

Value Added:
Share in GIP: 2.6% 2.75 3.7% 4,37

1964 1965 1966

Gross Output:

" Current prices: 150 168 . 199
(3 million)
Fixed price index: 133 - 134 151
(1962 = 100)
Real growth rate: &% 17 13%

Share in total .
industrial Bytput: 67% 6273 683

Value Added: ~

Share in GDP: 4,4% 4,33 4,7%

Source: Appendix, Tables, A, B, C,
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. |
of raw materials and shorteces of working capital” and was noﬁe
severe in sectors "that depend to a greater extent on imported
raw materials."8 Risinz debt repayments (mainly on sﬁort-terﬁ
supplier credits) further tightened the pressure on'forélgn ’
exchange available for raw material imports in 1965 and 1956,
reducing capacity utilization well below half. The proposed
1967 import prosgran 9 gefined its target of "attainable" pro-
duction cavacity as roughly 50% of one-shift capacity. In 1967,
the Government decided to halt imports of new machinery and
equipment (except in speclal cases) and to concentrate on raw

materials and spare parts in order to achieve higher utilization

of existingz capacity before trying to expand it further,

Role of the Publie Sector

The Central Government of Ghana played a ieading role in
this build-up of Industrial capaclty in the 1860's. Central
Government capital expenditures (Table 2 and Appendix, Tables
G and 4) rose in 1961 foonm a prébious averace of 20% of gross
‘domestic capital foranation to the viecinity of 3073 thereafter.
The share of expenditures on industry (mineral resources, manu-
facturinzg anq,dbnstructi;n) in total Govérnmept capital expéndi-
tures also -increased sharply in 1961, from less than 93 to 207,

One indicator of tne role of Government in industrlal capltal

8. &, K. Prenya, "Survey of Manufacturing Eaterprises" (Fank
of Ghana), o. 3.

9. Ghana, Ghana's Feconomy and Aid Requirements in 1967 (Accra,
dinistry of Inforaation, 1907), Avpendix B,




TAELE 2
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MAENT EXPENDITURES (NZ million)

1958/59  1961/62 1955
TOTAL EXFEZIDITUZRE: 124 229 352
CAPITAL E{PAZDITURE:

HEconomic services: 29 54 - 83
% GDCF: 22% 303 31%

Minerals, manufacturing

and construction: 4 19 26
% GDCF: 3% 105 10%

% total government capltal
expenditure: 6% 207 197

%4 gross investnent

in machinery and 17% 67% 45%
equipment:

Source: Appehdix, Tables G and H.



forméf#on -; Government capital expenditures on'industry taken
as a pércentage of gross investment in machinery and equipament
- tripled from 1960/61 to 1961/62, Statistical analysis of
investment and import figures led Douglas Scott to "the
inescapable conclusion . . . that government capital expenditure
has dominated the demand for imported producer durable goods."10
| | The Industrial Development Corporation (IDC) was created
in 1951 to promote industry ln Ghana and to carry out Government
investments. By June, 1958, it had invested in 17 "Subsidlary
Companies," which it managed (12 of them 1004 IDC-owned), and
in 10 "Associated Compénies," which were managed and partly
owned (generally % to %) by outside participants, often for-
eigners.!! In 1951 the IDC, now with 22 Subsidiary Cowpanies
and 9 Associates, was liguidated and its functions taken over
by the newly-created Ministry of Industries. The State Eater--
prises Secretariat (SES) was established in April, 1964, to
administer the 20 "3State Enterpr{seé" in existence by then,

plus the 9 joint State/Private ventures.'® By the end of 1956

S a————-

10, Rezressing producer durable lmports (M) against Government
expendlture on capital account (G), lorry imports (L), and
gross forelzn private long-term investment (F), he found
that F was mot significant and was subject to errov, while
M against G alone gave a corrected R2 of 0,953 (as agalnst
C.97C for ¥ on G and L). (Ph.D. thesis, p. 146.)

11. Ghana Industrizl Devclopment Corporation, Report and
Accounts 1957-58, 1In 1957/52, tctal sales of the Subsidiary
Compablces (exclusive of Ghana Hotels Co., wC.6 million)
anounted to &1.6 million, oxr approximatcely 3% ol menufac-
turing output. Tumber aud furniture represented almost halfl
of thesc sales, and the major share of the rest arose frou
metal products, engineerins and constructlon, moving plctures,
laurndrics and baxeries.

12. Yest Africa, June 13, 1964, p. 654, Seven of the State nter—
prises were in mining, six in vegetable oll processing.
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the 83313 controlled 54 State Iaterprises and was involved in

12 Joint State/Trivate Enterprises. In additlon to Marketing
Boards (cocoa, diamonds and timber) and transportation (road
transport, alrways and shipping), these companies included:
processing of food, vegetable oils and cocoz; mining; metal
products; beverages; tobacco products; textiles; fibre bags;
furnitﬁre; baking; farming and fishing; films; hotels; and
various other industries and services. These investments
reflected the stated intentions of the government to "diversify
our econony" through centrally-directed industrialization. The
deciining share of private industry in gross manufacturing output
-~ from over_ggﬁ in 1962 to less than_zgé in 1966 (Table 3) --
reflects this expansion of the public sector. 4lthouzh private
investment by Ghanalans continued, 1t was mostly in small business

and trading, not in the large-scale plants assoclated with

"industrialization."

Composition of manufacturing output

The composition of Ghana's manufactured output does not
differ significaﬁtly from what ﬁight be expected for a country
of Ghana's si@e’(over 3 &illion people id 1965) and per caplta
incone (about'$200~250) on the basis of Chénef&'s cross=-
sectlional findings (see Table 4 and notes), Its distribution
among investment, intermediate and consumer goods (123, °237%,

and 643, respectively) corresponds roughly to Chenery's $1C0-300

15, Tox beinz revlaced by a holding corporation,



TAZLE 3
SH4RE OF GROS33 MANJUFACTURING OUTRPUT ZY

TYPE OF OWHER3HIP (%)

State owned: 1279 205
Joint State/Private: 7% 115
Private: 817 7C%

Source: Appendix, Table D.



TABLE 4

COMPOSITION OF MANUFACTURING OUTPUT (%) o
- CHEX'ERY: PATTERNS SF
y INDUSTRIAL GROWTH:
GHANA income per capita:
1958 1966 $1C0O- $300 8600

Group A. Investment &

Related Products - 10.0 11.5 12,0 23.6 34,5
36-37 Machinery -— - 1.0 4,3 9.4
38 Transport equipment 8.0 3.4 2.2 Sedt 8.4
34-35 I'Ietals 009 6.0 402 8.5 1107
33 Nonmetallic minerals 1.1 2,1 4.8 5.4 5.1
Group B. Other Intermediate

Goods . 2.0 23.3 19.7 22.3 22,6
27 Papel‘ - 2.0 014 1.8 3-6
32a Petrolewn products - 3.7 0.1 0.3 0.4
30 Rubber (in 29) 1.1 0.7 1.2 1.6
31 Chemicals 2,0 11,6 6.2 T.4 7.3
23 Textlles (in 24) 4,9 12.2 11.5 9.7
Group C. Consumer Goods 87.9 64,2 68.3 54,0 42,9
25-26 Wood products 40,9  18.0 4,2 5.8 6.1
28 Printing 6.2 3.8 3.9 4,8 4.9
24 Clothing 0.8 5.0 6.1 7.6 7.5
29 Leather products 1.0, 0.3 1.2 1.2 1.2
20-21 Food, beverages 0 22.7 46,8 31.3 21,2
22 Tobacco 39. 14,4 6.2 3.3 2.0
39 Miscellaneous - 0:9.

TOTAL? 100,0 100,0  100.0 100.0 100.0

4

39 Miscellaneous: 31.0 26.7 12,7

1. Source: Appendixz, Table A, Given as a percentage of total
manufacturing output, including Miscellaneous.,
Ghana's Gross National Product per capita at current prices
and official exchanze rates was $172 in 1958 and £316 in 1955,
Correction for overvaluation of Ghana's currency relative to
the dollar would place its income per capita in the neighborhood
of ,200-3250, '



TABLE 4 (cont.)

2. Source: H. B, Chenery, "Patterns of Industrial Growth," AER,
" Septenber, 1960, p. 638. Given as percentage of total Groups
A-C, excluding uiscellaneous.

3. Detalls may fail to add to total because of rounding.

4, Given as pércentage of total manufacturing output, including
Miscellaneous.

Note! Jomparisons should be gqualified by well-&nown problems

with attributing normative significance to Chenery's results.
Chenery s figures are for a country of 10 mlllion people, whereas
Ghana's population wis just ever 6 million in 1958 and over 8
million in 1966, Since the size elasticity is considerably higher
in Groups B (0,26-1,04) and A (.16-.42) than for ¢ (~0.03 to 0.18),
the given figures overstate the "norm" in investment and inter-
medlate goods and understate in consuner goods for a country of
Ghana's size. Chenery s use of value added to represent output

al so over states the "normal" share of consumer goods to the extent
that these industries had a lower value-added/output ratio than
Groups A and B in his sample.
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14 The most striklng,differences

range for a cbgntry of 10 million.
are Ghéna's fallure to produce machinery, the comparatively ;ow
share of its textile'and clothing. industries, and the relatively
large role played by ﬁroduction of wood and tobacco products.
The wood industry processes local raw materlals for export as
‘well as for domestic use, but the others are import-compéfing
industries. %hile Ghana's industrial structure does not appear
strikingly unusual, it does have individual characteristics _.
whose origins may well lie in partlicular. import-substitution
policiles.

The impact of investments (public and private) from 1958
to 1966 may be seen in the changes in composition and diversity
of Ghana's manufacturing production (Table 4, and Appendix,
Table A). Production shifted away frod consumer goods toward
intermediates,15 and became much more eiVersified. ¥hile more.
than two~thirds of'the value of gross manufacturing output
originated in the beverage, tobacco and wobd products industries
at the end of the 1950's, by 1955 these industries account for
less than half of manufacturing output. Textlles, footwear and
other textile goods, and paper products consistently increased
their share og/butput. bhemicals and petroleum products also
became more ;ignificant contributors to maﬁufacturing output,

but, as in most other industries, the increase was not a

-

14, Especilally if size and other factors are taken into account.
See note to Table 4.

15. The figures overstote this trend in that the decline In con-
suner goods is accounted for alwost entirely by wood products,
alaost half of walecnr 1s sawmllling for export, while textiles
and much of chemicals (e.g., soap, pharmaceuticals) should
really be classlficd as consumner rather than intermedlate
goods in Ghana today.



steady one.16'

The direct impact of government investment was most evident
in the large rise of food manufapturing output in 1965 following
state~ovned investments in cocoa products and meat-ﬁacking plants,
and in the acceleration of textile output growth in 1966 resulting
largely from initial production in the new State and Jolnt State/
Private textile mills.'' Although 1t was in general difficult
to discern a precise relatlonship between government investments
and the changing over-all industrial pattern, the growing
diversity of industrial production reflected to some extent the
diversity of State Enterpriées -~ many of which inlitiated pro~
duction within'Ghana of particular goods. Further discussion
of the progress of import-substitution in Ghana, 1n the sense
of "producing within its own borders a very high proportion of

all the goods and services thal are consumed here,” requires

analysis of trends in Ghana's imports.

16, In many cases, a sudden increasc in the share of output for
a particular industry represented a new large plant comling
into production, whlle a decline might have resulted elther
from more rapld growth In other indusiries or from a
shortage of lmported raw materials in that industry.. The
latter interpretation seems especlally appllcable to the
rubber, chemicals and metal industrics, whose current price
outputs declined in 1965 and 1966, in splte of sharp rlces
in prices.

17. Though 1t should be remenbered that inflation -- particularly
of fo0d prices -~ In those years meant that the current price
figures overstated the real growth.
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IMPORTS

Ghana's leaders desired 1ndustr1aiization as a way to
reduce dependence on imports.of ménufactures, as well as simply
to "diversify our economy." The composition of imports (Table 5)
did in fact shift strongly away from consumer goods, which fell
from just over half the value of total imports at the end of the
1950's to less than a third in 1956, The value of consumer goods
imported dropped from $159 million in 1959'and a péak of 8196
million in 1962 to $109 million in 1966 (Appendix, Table E). A
major share of this decrease wes in textilés, which reversed a
generally increasing trend in 1962 -- when the first (private)
textile mill began production -- and fell sharply in 1966 -~
the first year of production for the State and Joint State/

Private mllls, Imports of drinks also declined strongly,

especlally in 1962, when (according to the Fconomic Survey)

Ghana was "becoming self-sufficient” 4n soft drinks end beer,

and vhen a high import duty was imposed on beer. Imports of
tobacco and footweai, vhose domestic output (in current prices)
increased steadily, also fell by 1966 to a half or less of thelr
1959 level and share. Since the value of consumption of bevérages
and tobacco rése from 1960 to 1966 (Appendiz, Table F), it is
apparent fh;t domestic production was replacing imports (which
represented 227 of'consumption of beverages and tobacco .dn 1960,
but less then 4% in 1966). Although the level of consumption

and ilmports of textiles eaud of durables fluctuated around gen-

erally declining trends, imports as a percentage of consumption



TABLE S
IMPORTS: COMPOSITION AND SHARE IN
CONSUMPTION 1955-66 (%)

1955 1960 1968
SHARE IN TOTAL IMPORTIS:
Consumer non-durables: 47 41 27
Consumer durables: 10 9 4
Producer non-durables: 12 13 18
Producer durables: 26 32 47
Puels and lubricants: 6 5 4

IMPORTS AS % OF CONSUMPTION EXPENDITURES:

Food: 7 9 3
Beverages and tobacco: 32 22

Clothing and textlles: 48 4y 25
Durable goods: 87 100 50

Source: Appendix, Tables E and Fh

Note: "Imports as % of consumption expenditures” should be
interpreted as an index, not as the amount of consuvmptlon which
actually was supplied from limports in the glven year,



i1

expend}tures declined steadlily from.1960 to 1966 for both textiles
(44% to 25%) and durables (100% to 50%). Domestic production
was supplylng an increasing share of consumption of these goods,
although it was not so clear that permanent reductions in the
level of imports resulted. Food imports, for example, exhibited
ho tendency to decline., Since thesé data included raw as well

as prpcessed foods, more detalled information would be necessary
to make relevant inferences about the imporit-substitution effect
of investment in food manufacturing. Output growth in the other
industries mentioned, however, vas "import~§ubstitut1ng" both

in the sense of belng hééocléted with declining levels of 1ﬁports
and, especially; of providing an increasing share of domestic
use.

The decline in t;p level end share of conummeg’importﬂ
vas offset by corresponding inerecasos ;n producers' ocquipneat;
materials for m;ning, industry and coumerce; sand proéﬁcorsr
materials for construction (Table 6). The.strong shift in the
composition of imports away from'final congumer goods and toward
capital equipment end material inputs indlcates that lmport-
substituting industriazlization in Ghana was blescd in favor of
conswaer gooQg/industrie;. This view 18 suppqrted by the
declining ratio of imports to consuaptlion 6xpcnditures in the
1960's (Table 5) and by the absence of caplital goods productlon.
Although the structure of mauufecturing output chifted }rom.conn
sumer goods to intermediates (Table 4), it is ﬁof ¢leer that eny

significant replacenent of imporicd inputs by domestic materlals
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TABLE 6
LEVEL AND SHARE OF IMPOXT GROUPS 1959
AND 1966

LEVEL (§ million) SHARE IN TOTAL (5)

1959 1966 1959 1966

Consumers' goods: 159 109 50 31
‘Raw and semi-finished
materlals:

Food, drink and tobacco: 17 18 5 5

Agricultural production: 8 8 3 2

Mining, industry & ' |

commerce: . 19 38 6 11

Construction: 38 56 12 16
Producers' equipment: 59 107 19 31

Source: Appendix, Table E.
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occurred (see footnote, page 8)., John Sheahan finds a simllar
pattern in Colombia of industrial investment blased toward
substitution for‘imported consumer goods.18 Sheahan concludes
that this bias inhibited growth because 11 tended "to increase
dependence on imported supplies and equipment, and then to use

up so much forelgn exchange for current production that adequate
fmports of capital goods became impossible." This preciselj
describes the situation in Ghana in 1967, when imports for
investment were curtalled in order to import enouzh raw materlals
to operate industries at 50% of one-shift capacity.!9 Jobn Power
and Gordon Winston warn that protection assoclated with import-
substitution in consumer goods industries may discourage invest-
ment in intermediate and capital goods and hence may inhibit
continued growth.20 Henry Bruton points out a further danger

of concentration on relatively "easy" import-substitution in
simple consumer goods: nothing guarantees that these industries
are appropriate for domestic producfion, in the sense that the

costs of protecting them will be offset by rising productivity.21

These comments supzest some of the risks inherent in the changes

in patterns of investment, jndustrial production, and lmports

187 Jomn Shedhan, "Imports, Investment and Growth: Colombian
Experience Since 1950," Yilliams College Center for Develop--
ment Economics, Research Memoraudum No. 4 .

19. Seec above, pp. 5-6.

20. John Power, "luport Substitution as an Industrialization
Stratesy"; Gordon Winston, "A Prelimlnary survey of Import

~ substitution"; Williums Colleze C.D.E.

21, Henry Bruton, "Import Substitutlon and Productivity Growth,"

Williams Collece C.D.E., Rescarch Yemorandua Xo. 13.
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obserYed in Ghana during 1960-66, . The remainder of the paper
examihes in detail the processes by which policles and declslions
relevant to those changes were made, and then analyzes the

consequences and the implications for future policy.
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INVESTMENT DECISIONS

¥krumah's concept of soclalism led him to emphaglze direct
'governmental controls rather than rely on markets and prices.
Central government expendltures rose sharply in 1960 and 1961
after only moderate rises in the middle and late 1950's. The
unfavorable attitude of Nkrumah's government toward private
investment was reflected in the decline from 80% in 1962 to
71% in 1966 in the private sector's share in the value of manu-
factured output, though this does not fully indicate the govern-
ment's domination of major new investment.22 Just as tariff
policy was of minor importance in influencing imports compared
to import licensing controls (to be discusscd in the succeeding
section), tax policy and market incentives played a less
slgnificant role compared to direct government investments in
influencing the pattern of industrial growth.
| The Industrial Development Corporation (IDC) was the main

instrument of government investment policy from 1951 to 1961,
It was generally unsuccessful in promoting economically viable
projects. Tony Killick characterized 1ts major difficulties
by: "inadequatf prior investigation; unsuitable or erratic
supplies of 16cal raw materials; a deficlency of capital;
inadequate ;ersonncl and poor mana:rement."23 IDC firms becane
removed from the normal economic pressures of the market.
22. As described above, pp. 6-7. The unfavorability of the

atmosphere for privale invesgtment, esveelally by Ghanalans,

was confirmed by Ghonzion offlceials and businessmen, and

even stated in tho Yeononle Survey 1055,
23, Blrainghaw, et al, pp. 290-293,
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. . . nelther the selection of the projects nor
of the men to manace them can be sald to have been
based on strictly economic criteria, Operating
personnel were then confronted with problems for
which they had no experience and wnich at times
were insolvable.... .

More important, these companles were not
obliged to operate on a sound commerclal basis =--
the IDC was standing by with more Government
funds. 24

The lack of competitive pressures implied by government support,
plus flat-fee (rather than conditional or commission) contracts
with foreign management firams, continue to weaken incentives

to . raise productivity in State~owned 1ndustries.25

The IDC firms had poor records of performance and profits.

Several firms went into liquidation, and only four of fifteen

firms operating in 1957 and 1958 showed profits.26 Losses

resulted from "inadequate demand for their products” and thelr

"inability to compete with alternative makes of the same product,

whether imported or locally produced."27 Private profitability is not

necessarily the appropriate criterion for making lnvestment

decislons when external benefits and costs (such as employment

_effects or interactions with other industries) are relevant, or

when prices do not reflect opportunity costs (as 1s often the

case with wages in less developed commtries). Indeed, it may

5. Portver -International Company, The National Investment Bank
of Ghana (¥ashington, D.C., 19627, p. 19.

25, The State textile and fibre beg fines are two examples, as
described in 3Shilling and Stecl, "Case Studies in Tmport-
Substitution in Ghana: Textiles and Fibre Bags," Willlams
Collegce C.D,E.

26. Net losses in these years totnlled BF 491,000 and N 343,000,
respectively, on direct IDC investments of NE 2,574,0C0. Since

the IDC held only 50-857 of fouv of the compunlies, total
investiaeont was actuully about gl 2.8 million, As of June 30,
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be appropriate for the government to cerry out investments which
are soclally but not privately profitable, especially if it 1s
unable to implement incentives and taxes which establish the

) , .
proper signals to private investors. The Ghana government,
however, did little to adjust private incentives in the 1950's,
and the IDC did not make allowance for price adjustments and
soclal costs and benefits (except perhaps employment)'in making
1ts investment decislons.

The experience of the IDC indicated the lack of adequate
personnel, procedures and incentives for making and carrying
out investment decisions on the basis of sound economic criteria,
reflecting true opportunity costs, even before the acceleration
of government investment in industry during the early 1960's,
Ghana was already.exceed;pg its technical and physical capaclty
for Government investment under its first Plan in the early
1950's:

The Government tried‘to complete the Plan in
five years, and at alk times had more than enough
money to do so, but was unable to do so. At the
beginning, the physical limltation was the
capacity of the building industry.... The result
. . . is that projects cost twlce as much as they
should, contraclors maxe enormous profits, works
are badly designed or badly built, and everything
takes much longer to achieve than was expected....
Considering how much was wasted by overloading the
building indusiry, one can say without heslitation
that the country would have made more progress it

it had spent less and had had better economic
policies. 26

56. (cont.,) 1958, cumulated losses on IDC capitsl of ¢ 6.7
million amounted to Fg 1.% million (N7 243,000 on current
expenses and Lf 1,059,000 on depreclation). (Ghana T1C,
Report and fLecounts, 1957-53, pp. 32, 30,)
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Opvortunities for "enormous profits" ani self-interested
decisions increased after 1959 as the Government attenpted to
extend 1ts control of the economy and society. It undertook
large capltal expenditures and pushed for rapld industrializatioxr,
es described above. DLacking sufficient traired personnel anil
technicians to adninister these policles efficlently, Ghana had
to rely m&re and more on the foreign contractors and suppliers
themselves to provide the feasibility studies, advice, and skilled
personnel, as well as the machinery and equipment for carrylng
out investments. Investment.decisions'came to be made more on
the basis of the existence of a foreign supplier willing to
suggest and carry out a project than on the basis of coordinated
plarninz. Since higzh profits were readily available on building
the vlant and suprlying the zachinery alone, contractors often
had 1ittle interest in the economic viability and efficlent
operation of the industry. The same is true of government
officials responsible for approving'projects, who sometimes were
more concerned with thelr priVat; political and financial inter-
ests than with the best economic interests of Ghana.

Corruption became wldespread under Nkrumah's regime, end
has been documented incessently in the Ghanalan press and by
the many commissions appointed by the National Liberation Council
(XLCG) to inouive into various malpractices. The relevant point
mir;ningham, et al, ». 290,

28, 4. A. Lewis, "On Assessin~ a Development Plan,'" The Zconomic
Pulletin (Ghana Rconomic 3oclety), June-July, 1959, pp. 4-5,

- —— - e e —

quoted in Dourlas A, Scott, ». 45,
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is tha? personal and political favor, rather than competitive

bidding and market incentives, gained major influence over invest-

29

ment decisions. The Government did indeed establish incentives

throuzh 1t§ebolicies of spending to promote industfialization,

. but they were the wrong ones. High government spending led to
balance~of-payments difficulties and the imposition in 1661 of
impor? controls and tariffs, which aimed at discouraging "non-
esseniial" consumer goods in particular. .Prices of these goods
rose rapidly, openinga ﬁp large orofit opportunities for domestic
producers, ) as well as for those able to import
them. Since investment decisions (public and private) were
based on unadjusted market prices, these distorted prices (as
well as political desires to stock stores with "made in Ghana"
goods) biased investment toward domestic production to replace

restricted consumer goods.30 This pattern is precisely that

29. One examvle is the $170 million. worth of contracts won by
a single supvlier in just three years, 1963-~65 (Financial
Times, Hay 3, 19567, p. 7). He won Kkrumah's favor with a
cocoa~processing plant and proceeded to sell himn: a large
interlocking industrial food processing complex; food and
graln storage bins; rock quarries; plants for processing
diamonds, sugar, chemicals and wood; and a revolving tower/
restaurant for the Ghana International Trade Falr. ZEven 1if
all these projects had been "worthwhile" in some sense, and
if Ghana nhad the capucity to carry them out (several are
unfinisned), it is questionable that one person would be
the most efficlent supplier of such a wide variety of invest-
ments. And again, the point is that elfficlency and careful
study of viability were not the significant determinants of
investnent  decisions.

30. A typlcal exzample -- textiles -- 1s examined in Shilling and
Steel, "Case Studies in Import-Substitution." Operations
which are clearly profitable using domestic market prices
for final productis and imvorted materlals become questionable
when evaluated entirely at world prices (or usinz douesticallyv-
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warned agzainst by Power and Winston (p. 12). There 15 a zimul-
taneous interactior in that the government's decisiorn to

raise the level of spending for industrialization
1nduced‘blanace-of-payments problems and subsequent import-
control policies which in term influenced the pattern of 1ndus-
trialization and opened up opportunities for quick personal
profits. A casual examination of government investments durlne
the 196C's readily turns up many cases wnlch make one wonder

whetner any attempt was made at all to analyze the economlc

fgasibility of projects.31

It would be unfair to imply, however, that Ghanalan
officials were not aware of the appropriate economic criteria,

Hkrunah stated that:

30. (cont,) produced inputs). Although consumer-goods import-
substitution industries (espocially beverages and tobacco)
have been "successful" in terms of profits, no attempt has
been made to adjust for protection and price distortlon to
evaluate their true social profitability and their actual
costs of net forelgn exchange savings,

31, For example: a shoe factory designed to produce out-of-date
shoes which Ghanalans refuse to purchase; a bricx and tile
factory which cannot use the avallable local clay and whose .
product is very little in demand; a steel mill based on a
domestic suprly of scrap iron which is insufficlent to
perait anythinz reseubline an "efficlent" level of operation;
partially completed storave bins with 1ittle to put in thenm;
a boatyard walcn imports macuinery, materials and personnel
to produce pleasure craft (and fishinz boats) which find
little market in Ghana; and a modern honey farm whose
250,000 imported bees ecither swarmed back to thelr home
hives in the U,X., or were unable to survive unier conditions
to which Ghana's stronger native bees had adapted.
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Our rate of developzment wlll be zoverned by
the surpluses that will be made available out of
heightened productivity, which includes, besides
the greater output from labour and increased
agricultural ylelds, the more efficient employzent
of investnent and the resulting increased pro-
ductivity. 32

The siznificant problemns were (and remain): (1) lacx of infor-
mation and trained manpower to carry out the appropriate analysis;
(2) prices (of foreizn exchan:re, import-restricted consumer goods,
labor, ani capital) which do not reflect opportunity cozts,.
distorted vartly through policies designed to support government
in&gstment and its consequences; and (3) stronz incentives

(e.g., prestize, politicel g£oals, personal rewards) to make

decisions on non-economic grounds.

Intaddition to creating an atmosphere unfavorable eco-~
nomicallyhgound'investment decisions, Ghana's emphasis or rapid
industrialization in the early 1950's led to excess industrial
capacity, increased dependence on ihports, and linited freedon
of action. These trends corrovorate the pafterns foreseen by
Power and found in Colombia by Sheahan, Most import-substituting
investiment was in consumption goods industries, and a nuaber of
those atteapts wiich were made to eztablish production of inter-
mediat2 zools were misgulded at hest (e.g.,.the brick and tile
factory and the stecl mill). Conseaquently, domestically produced

inputs were not available for most industries, and output and

employnent came to depend heavily on Ghana's ability to import

32. ."tlI’.".C‘E’. :‘;th.'t Tjnit’.” po 1?01
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the necessary raw materials and spare parts., Thls ¢
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hecsie incereasingly evident during the 1950's as firas hed to
cut rack or curtall production for lack of spare pafts and raw
paterials, TITimited availabdility of forei:n excharie appears
to havs severszly constralined thz growth of industriazl output iun

16&4-% and led to hich rates of unemploy maent and underutilization
of czpacity. Thne consistzntly hilsh ratio of applizetions fer
2 J x R &

o

iaport licenses for parts znd material inputs to the asount of
forelsn exchange avallable suprorts the hypothesis that prro-
Juction was restricted by the supply of specific inputs rather
than by final demand.33 The industrizl structure which evolved
in Gﬁana during the 1950's requires such a hizh proportion of
imported inputs (Yacking domestically-produced substitutes),
that it has become unable simulianeously to maintain industrial
production at the one~shift level and to import the capital

necessary to malntain continued investaent and zrowth in

fmdustrw34 |

33, That is, marginel revenue exceeded narvinal costs at exiqtina
prices and exchange rate. Devaluation in July, 1957, soared
up a good denl of the excess demand, Domestic prices gen-
erally failed to rise proportionate to the rise in cost of
Imported materials, and utilization of import licenses (in
production, if not in stockpiling) avparently has declined.

It should be noted that the ratis of license requests
to exchance avallable is hi~h partly becausze of the well-
Xnown orocedure of Inflatins your request because you know
the other party will deflate it. Thisz traditiconal zame is
played in license allocation as well as in narxetplace
bargalninzg.,

34. As apparent in its deelsion to suspend 211 new investnment
and vo concentrate on importing the spare parts and raw
astarials necegsary to bring 1n1u°tv to full one-shift
cacacity (pn. 5-6),
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Ghana nust now make careful choices in allocating imports among
exlsting uaused capacity, expansion of exchange-saving plant,
and new investments to create an industrial structure more con-

sistent with sustained g:owth.35

35. An example of how such an anéiysis might be carried out is
glven in Shillingz and Steel, "Case Studies...." “hereas
textlle printing appears to be hirhly efficient in Ghana and
saves foreign ecxchanze at relatively 1ittle cost in terms
of domestic resources, the intermedinte spinning and weaving
stares are dublous foreizn exchange savers. The government
hence should counsider increasing licenscs to import enough
greycloih to utilize full printing capacity (or, cven better,
reaove all restrictions on greycloth) and rachinery to cxvand
it (e.5., driers which wouli spacd the process), while
cutting back on inmports of raw cotton and of equlipment to
coaplete the greycloth-producing factory, Althoush this
factory, in combination with domestic production and winning
of cotton, mizht well save forei:zn exchange, the question
1s whether these resources could save or earn more forelen
exchanze if used in another industry. The type of calcu-~
lations (snd inforantion) nesded are well presented in
Michael Bruno, "The Optimal Selection of Export-Fromotlns
and Isport-Substituting Projects,” in Plannin:s the External

Sector (United Kations Document ST/T40/&er. /917,
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IMPORT,LICEHSING SYSTEM

The introduction of import llicensing was a policy response
to the consequences of rising government expendituées after 1939.
.In the early 1950's, thna accunulated large forelgn exchanse
reserves by running budget surpluses and by retaininz almost
half qf cocoa earnings throuszsh the Cocoa Marketing anrd.36
The szovernaent bezan runninz curren: account deficits in 1936/57,
financed out of accumulated reserves. The drain on reserves was
inltially held dowm during a period of restraint and "consoli-
dation" from 1957-59. ﬁising deficits after 1959 were financed
by sharp reductions in reserves and by supplier credits
(especially as reserves dwindled). The government failed to
restirain demand elther by moderating its expenditure increases
or by ralsing taxes accordingiyl and Ghana quickly experienced
inflation and a splll-over of demand into sharp increases in
all categories of imports from 1958 to 1961 (Table 7). .Total
foreign exchange assets were halved in 1961, from $416 million
to 206 million, and the government attempted to regain control
over its forelzn exchange positlion by instituting forelen
exchange controls and import licensing.

Ghana's balance of payments was clearly in short-run
disequilibrium, and drastic measures were called for. The
appropriateness of devaluation as an alternative depends partly

on whether or not Ghana was in a long-run exiernal disequilibrium

36, Birainzhan, el al, p. 318,
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Source: Apvendix, Tables E and I.

1957 1958 1959

zoods: 154 129 159

inputs: 57 37 45

durables: 63 58 97
G EXCHANGE

480 507 475

?SETS 1957-52

260 19261 1962
181 103 159
47 52 31
118 127 10t
416 206 203
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position.37 If the expenditures which led to the deficits wou#d
soon become productive enough to pay off the debts incurred, :
temporary import surcharges (in ;ddition to duties alreaily coli
lected) could have been levied to restrain demand. A large share
of Ghana's public investments, nowever, were in soclal, educa~’
tional and economic "overhead" with no jmmediate pay-off, while
1ts industrial investments were diéappointingly unproductive.
Its export earnings showed no signs of rising to match the rapid
growth in demand for forelgn exchange., By the end of 1965 Ghana
had accumulated £853 million worth of supplier credits, two-
thirds of it yet to be pald.>C This debt wes coming due at the
rate of almost 100 million per annumn in 1966-68 (before
reschedﬁling), as against export earhings which have been steady
around $300 million., By 1966 it had become unable to meet its
forelgn oblizations, and was saved from default only by a mora-
torium on payments, special credit from the IMF, and a rescheduling
of its debt. Ghana does not appéar to have been in external
equilibrium delined over any relevant time period since 196C,
Therefore, devaluation might well have béen en appropriate
measure in 1961. But would devaluation have enabled Chana to
continue its development policy wlthout jmposing restrictions
on trade? Government expenditures continued to rise from 1960
to 1965, Although‘revenues finally were incrcased signhificantly
F7. Douzlas A, Scolt discusses in detall the relationship between

internal and externa’ disequilibria in Ghana (Chapters IV

end V of his ¥n.D. thesis), He also concludes that Ghana

was indeecd in externzl disequilibrium after 1959, for the

reasons given,
20 Almana . The M3coet. 1956-67, n.e 21,



in 1953/64, the government deficit and total demand were not
reduced enouzh to prevent inflation from becoming 1ncreasinglz
severe fron 1962 to 1956, Under these con&itions of unrestraihed
demand and rising prices, as well as an industrial struacture
heavily dependent on imported inputs, it is likely that devalu-
gtion alone would not have been sufficlent to restore equili-
brium.39 For deValuétion to be successful in restoring external
equilibriua, supplenentary policies would have to have been
pursued: (1) restraint of demand, to prevent spill-over into
import demand; (2) redirection of investment toward intermediate
and.capital goods industries, so that limited forelgn exchange
and inability to substitute for these goods would not lead to
underutilization of capacity or curtailed investment. Restraint
of government spending was 1ncompatib1e with Nkrumah's desires
to extend socialistic public control of.the econony and soclety.
Import duties ard domestlic taxes were in fact imposed and ralsed
from 1961-66, but were not high enough (at least until 1963/64)
to restrain import demand to thé.levels imﬁosed by licensing or
“to prevent continuing inflation. 3ince direct personal income
taxation would have been very difficult to administer, iInflation
actually served as an effective means of.reducing real incone
and of aiding the deslired transfer of resources from private to
39, 1If inflation and low productivity from Investmnents continue
so that additional develuatlons become necessary and expected,
there is a risk of creating a self-defeating devaluation-

inflation c¢cycle. See John 3Sheaban, "Imports, Iavestment
and Growtn," for this kind of =2 model.
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public hands. The govefnment was not willing to restrain demand
through either fiscal or monetary measures4o because of domest;c,
economic and political goals.

Ghana met the balance of payments disequilibrium in 1561
by turninz to laport licensing as a system whick would giée the
governunent direct control over both imports and industry (since
inruts and capital equipment came almost exclusively from
imports). EKkrumah's political views were much more favorable
to direct public control rather than devaluation or a system of
taxes, surcharges and incentives to influence private decislions
in desired directions. Import controls offered a relatively
simple and direct means of carrying out several related policles
simultaneously: (1) reduction in the level of imports; (2)
specific restriction of luxury impor%s; (3) protection for
domestically~produced import-substitutes; (4) transfer of invest-
ment and production from private to public control; (5) restric-
tion of the economlc power ol politlcally threatening Ghanalan
businessmen and traders; and (6) increased trade with socialist
countries. Iuport licensing quickly came to dominate many phases

of Ghana's econony.

40, The money supply was allowed to expand by 17.57 in 1950,
and 8,75 in 1961 (Fcounonle Survev 1956, p. 115),




The operation of the licensine system:

As the licensing system has evolved by 1967, the Ministry
of Trade is responsitle for dividing the foreizn exchange avail—.
atle (estimated by the Bank of Ghana) among general categories41
and between the private and pubdlic sectors. The Ministry of
Industries then makes specific allocations to vrivate firms,
while the State Enterprises Secretariat handles the 3tate ani
Joint State/Private companies. Priority and maximum license
amqunts devend on a firm's ranking as: A-export-oriented;
B-import-substituting; C-services; or D-others.42

Licenses were initially issued on a yearlv basis, then
half-yearly At present, capital pgoods are on a yearly basis,
raw materials half-yearly, aund food,quarterly. The Ministry of
Trade publishes notices requesting applications for specific
goods, and it processes about 400 applications each half-year
period., 1Ii requests exceed the available supply of foreign
exchange (as they invarlably do), top vriority firms aﬁd goods
are processed first, bottom priorities eliminated, and the
.remaining applications deflated. A 1€'charge 1s payable on the
value of the license, whether or not it is utilized.

The Minlstry's vractice of deflating requests more or
ETT—?bod, pharnaceutical s, consumer gzoods, manufacturing,

construction, trangportation, fuel dnd lubricants, mihin~

and quarryinz, agriculture (includine fisheries and timbcr)

and miscellateous rovcxnucnt imports (e.f., military goods).
42, Zefore 1955 these rraﬂ;n were basced on past performance,

slze o buainess ino.anc, and ability to obtain credit,
as well as tine officin]'s pergonal julsment,
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less praportidnately is well-Xnown; most officials belleve there
is a corresvonding inflation of requests. The main criterion
for judzing how much & particular firm should receive is the
amount it received in the past -- usually two years previous,
since data for the preceding yesr are not compiled by the time
allocetiors are being made for the next year. Attempts are being
made to ilumprove feedback of inforaation on utilization of
licenses, bui the re-evaluation process remalns slow, In sone
cases, tax information is checked to determine whether a fira
actually uses the goods 1t imports, or sells them to others.
Import licensing was introduced because the demnand for
foreign exchange at the official rate exceeded the supply made
avallable throuzh export earninzs, ald, and credit. Licensing
is a system designed to maintaln this situation, not correct 1t,
by rationing the forelgr exchange rather than ralsing 1ts price.
Bven though tariffs were ralsed to as high as 10035 on many "non-
essential and demestically-produced cohsumer goods, sharp reduc-
tions in the value of licenses issued for them led to price rises
above the c.1.f. price (at the official rate) plus tariff,’?
Firms could not produce without imported raw materlals and spare
parts, and were generally willing to pay'higher than official
prices if necessary in order to obtain them. Most firms becane
%%, See Snilling and Steel, "Case Studies...." for an examaple.
The 3tate-owmed textile firm would not be competitive with
imports even under 100% tariffs and after %0% devaluation,
It 1s essentially proteccted by licensing, and government-~
"eontrolled" prices (a lower limit for actual market prices
outside major storecs) are set to enable it to stay in busl-
ness., racse prices provide a highly rrofitable umbrella for

the aore efficient and coapetitive (with imports) joint State/.
Frivate textile printing fira.
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their own laporters, rather than relying on wholesale iaporters,
to avold paylng such extra costs. Firms or traders who could
not‘obtain licenses had to buy illegally from others or bribe
officlals 1f they were to remain in business. The "scarcity
prices" resulting from tae lnport rationing system created wide
opportunities for monopoly zains, windfall profits, and bribery.
Corrustion quickly became the essential lubricant of the
licenéing machinery:
(1) licences to Government Departments and State
enterprises . . . were granted in the normal
way;

(11) licences were granted upon personal contacts
made with the Minister;

(111) 211 others had to vay bribe between 5 per cent
and 10 per cent of the value of the licence
to be granted before llcences were issued to
then. 44
The ranking of a2 firm (A,3,0,D), actually depended heavily on

the discretion of zovernauent officials.45

Obviously, there were
large profits to be made., The import iicensing systern meant
that these zalns went to priveste "imvorters rather than to the
governaent {(as tney would have,had regulation been implemented
through higher import taxes) or to exvorters (who would have

been the g=iners from devaluation). ILicensing created incentives

inLo IP“C;HllPlulGS and uqlnlaoticrf in the Gront of lmuort
Licenccs (Accra, 13671), p. 5 (the Olennu Comalssion).

45, The 1 repoirt of the Olennu Commission contains Wwany exanples
of firns whose ranking rose (thereby peraittine a 1qrwcr
aaxliaui license) becadse an offlcial) had a personal Inverest
in it or becauss a puVﬂLnt was mude; olhers who lost favor

r f2iled to pay enousn nal their rankinss lowered.
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4o bribve and to sell on the black market, not to make decislons

l

accordins to economlc efficlency. Attenpts have been made to
clean out thls corruption since the overthrow of Nkrumah in

P
-

February, 1235, but since present decisions are largely based

on allocation made in the past, the effects of earlier mal-

przctices tend to be perpetuated even though the corrugtion

itself/has been{éﬁfﬁiﬂ% elimirated.
; f

The effects of tne licensinz system:

Inport licensing was initially successful in reducing
the level of Ghana's imports (Table 8). This success was quali-
fied, nowever, by its inability to vrevent a 305 increase in the
value oi imports in 1965, This sudden rise was attributable
primarily to political pressures to.build ostentatlious structureg6
and to stock Accra's stores with iapressive luxury goods for the
1965 Conference of the Organization for African Unity., One
problem with a system of direct control -- lmport llcensing, as
opposed to devaluatlon or import-surcharges -~ 1s that it is
subject to direct political interference which may not be con-
sistent with the economlc objectives.

Consuner goods bore the brunt of the reductlions uwnder
licensinz, although machinery and equipment aiso fell sharply
Lo, Fost notably the infanous "Job 60C," a 12-story $20 million

tower of luxury sultes for visiting dienitaries. It was so
speclalized for tuls use (e.z., 7-foot hich windows to pre-
vent assacsinations) that Ghana has been wnable t2 use it
since the flve days of the Conference, and it was built so

nasilly inat 1t beran crackWing and sinkins into the ground
by the middle of 1957,



TABLE 8

LEVEL AXD COMPOSITION OF IMPOR?S 1960~656
(§ million)

1960 (Share) 1961 1962 1963

Total imports: 367 (100%) Loo = 327 365
Consumer non-durables: 150 (417 165 138 . 121
Consumer durables: 31 (9%) 33 21 23
Intermediate meterials: 47 (13%) 59 51 60
Froducer durables: 118 (32%) 127 © 101 141
Fuels & lubricents: 17 (5%) 17 18 20

1964 1965 19656 (share)

Total imports: 341 448 351 (100%)
Consumer non-durables: 100 . 129 95 (27%)
Consumer durables: 14 25 14 ( 4%)
Intermediate materials: 58 72 65 (18%)
Producer durables: 149 204 163 (47%)
Fuels & lubricants: 20 18 15 ( 47)

Source! Appendix, Table E}

Note: Import licensing was introduced in December, 1961.
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in 1922, The shift in the composition of imports away [rom
consumer @oods47 had several sources: (a) a policy of reducin:z
"non-essontial” faports; (b) increasing domestic production of
consumer goods; (c¢) protection for thess industri;s; and (d)

input ani capital requirements for these industries (which had

to bte laported since little was produced domestically). 'Import
licensing was‘the prinary instruaent for policies (a) and (c),
~end accelerated the trend toward a higher percentage of inter-
mediate and producer goods imports assoclated with (b) and (a).

Licensiﬁg was nbt entirely successful in implementing the
pollcy of excluding luxury items in favor of goods deemed
necessary for health and nutrition. By 1965 staple foods such
as mili, rice and sugar had to be rationed through queues. The
Olennu Commission Report cited exampies of licenses beilng granted
for luxury goods at the same time as denlals were given to imports
of foods classified as "essentiils.”" ZILicensing was apt to lead
to imbalances‘both because i1t opened opportunities for corruptive
influences and because even tae best-intentioned officlals lacked
the extensive information necessary to predict demand, domestic
productionbleVe}s;'and forelgn exchange avallability.

Import licensing played a major role in protecting import-
substitution 1nduétries. dhen the government felt that a domestic
1ndustry could produce enouch goods of aoceptable quality to
satlsfy the domcstic'market, 1t refused to issue import licenses

for the product (e.g., beer, soft drinks, cigarettes). It 2lso

7. See pp. 12-13 above,



limited imporis to ensure a share of the market to domestlc fi;ms
which could not compete with lmports at world prices. The
resulting price rises not only gave'windfail profits to lmporters
(rather than to exporters or the government), they created
divergences between prices and opportunity costs which distorted

incentives to future 1nvestors.48

In particular, investment
incentives were biased toward consumer goods, which were the
most severely restricted. Purthermore, these rises in consumer
goods prices reduced real private income. Thus licensing was,
indirectly, an instrument for forcing the saving needed for
public investment.

Licensing also was used directly to transfer resources
from private to public hands., Private businessmen found it much
more difficult than managers of State fiyms to obtain licenses
for imports of the capital goods necessary for investment or of
material inputs for production, regardleés of the relative pro-
ductivity of the import in the private Qs. the public sector.

If there had been domestic industries producing capital goods
and inputs, private firms would have been able to compete for
them against State enterprises. On the presumption that more
efficient firms would be able t6 make higﬁer bids for the inputs,
there would have been a greater probability of resources being
allocated in accordance with productivity than under the systean
I8, An individual or the government might invest further in a
protected industry based on its profitability at these ralsed
domestic prices, whereas the same amount of goods might have

been obtainable with fewer resources if they were devoted to
production for export and the coods werc lmported., Agaln,


http:investors.48
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of direct control through 11censing.49 Instead, licensing was
used for the political purpose of restricting the power of
Shanalan businesemen -- a class potentialiy threatening to
Nkrumah's ability to consolidate power.

Rkrumah's desire to increase trade with the centrally
planned economies was lmplemented through licenses valid on
bilateral accounts rather than in convertible currencies.

Ghana's trade with the U.S.3.R%.,, China and Eastern European
countries shifted from 5.47 of the total value of imports and
4,7% of exports in 1961 to 26.3% and 21.3% respectively in 1965.50
Ghana did not come off especially well in these bilateral agree-
ments, which wére partly another attemnt to conserve converiible
foreign exchange. Ghana initially (1962 and 1963) exported more
to the 6entra11y planned economies than it imported from them,51
putting it in the anomalous position of granting them interest-
free loans. Ghana may have lost purchasing power through these
agreements, to the extent that 1t pald higher than world prices
(or received lower value for its exports than it could have
earned on world markets). When it requested particularly
desirable items, such as capltal goods, from its bilateral
partners, it sometimes met demands for pa&ment in convertible
currency rather than'in trade pact commodities. It was forced
487 (cont.) there is a chain of interactions: government invest-
ment decisions lead to protection through import licehsing
(and tariffs), which distorts price signals to private (and
public) investment decisions-makers. The blas in Shana toward

investuent in consuner goods industries confirms the fears
of Power and Winston (seec v. 12).
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to accept many "non-essential" goods, such as Jams, wines, andf

even canned pineapples. The capital goods which 1t did get we?e

not always sultable.”2

Tnvestment decisions, import licensing, and growth:

Growth of Ghana's gross national product and industrial
output slowed after licensing was introduced, to practically nil
in 1965. This decline was largely attributable to investment
decisions which were not compatible wlth sustained growth,s3
and it would be unfalr to place too much blame on licensing
simély because it was a major instrument for effecting those
decisions. Ghéna's experience suggests, however, that direct
controls such as licensing can compound the problems which brought
them into existencc. Ghena's balance-of-payments crisis in 1961
arose from poor planning as to the level, structure, and pro-
ductivity of public investment. Iicensing made it possible for
the government to continue implementing such decislons by
restricting the sphere of the priVate sector., Licensing dis-

torted the incentives normally provided through the market and

%9, Except, of course, for divergences between prices and oppor-
tunity costs -~ especially prices of goods which had risen
due to protection through import licensineg. The cumulatlion
of distortions opens up the "gecond-best" possibility of
correctly-made partial declslons beins wrong in a general
equilibriun framewors.

50. Ghaona, Economic Survevrs.

51. Bagsed on tradc pact agrcement valuation,

52, A shoe factory bullt by czechoslovakisns used 40-year-old
machinery deslgned to produce heavy, outdated boots which
the style-consclous Ghanalang refused to buy.

5%, Sece above, pp. 12-13 and 2C-22.
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fovernment economic policles by rendering tarifil and tax con-

siderations’4

of secondary importance, especially compared to
the lmportance of personal favor and payment. The effectiverness
of licensing was further weakened by attempting to use 1t %o
implenent many policies, political and economiec, making 1t very
difficult to make declsions consistent elther with different

goals or with long-run general welfare.

54, Tax incentives for investment were ecstablished by the .
Ploneer Industrles and Companies Act, 1959, and the subse-
quent Capltal Investments Act, 1963, Put the tax exemrtions,
speelal capital allowances, and other concessions permitted
by these Acts were not systematically utilized until after
the 1925 coup.
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PRESELT AND FUTURE POLICIES

The National Liveration Council, in.power since the over-
throw of Nkrumah in February, 19656, has taken several steps aw;y
from direct contrcls toward aore reliance.on market mechanisms.

. It &nitially declared a moratorium on its international payments,
which were seriously in arrears, and then negotiated reschedulings
of its debts.55 It checked the increasingly serious inflation
throuzh restrictive fiscal and monetary policles (primarily the
redgction of government investment spending) and by reorganizing
import licensing to be more responsive to major imbalances in
supply and demand (especially for food, the major source of
inflation). It began making more use of the tax incentives
authorized by the Capital Investments Act to attract forelgn
investoré. It recognized the dangers of inefficlent and non-
competitive bperation associated with government control of
enterprise by trying to sell a number of State firms to private
investors, and to establish joint State/private owmership of
others.56 It should, however, establish more incentives for
Ghanaian businessaen to develop badly needed managerial skills

in large-scale enterprise, rather than the small businesses}to

which they had previously been confined,

S tmtst———y o1i0t s

55. "Its accunu-

lated debts will now continue to restrict the avallabllity
of forelzn exchanre over the next decade or more.


http:others.56
http:debts.55
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/‘In July, 1967, the NLC devalued the cedi by 437
| This move represented an attempt

to promote exports and domestic agpiculture, the major sufferers
from the emphasls on import-substituting industrialization under
Nkrumah, as well as to reduce the overvaluation of Ghana's
currency. It is difficult to assess‘as yet whether this deval-
uation was sufficiently large. It -did "soak up" enough demand
to prevent importers and industries from ralsing domestic prices
high enough to absorb the 1osées imposed by higher import prices?7
But it was not large enough to permit removal of both import
licensing and tariffs, although a number of duties were removed
or reduced and‘essential food and health items and spare parts
were placed on open general license. Licensing remains respon-
sible, however, for protecting many'domestic industries by
prohibiting or restricting imports of thelr products, as well
as of luxury items. Ghana should next attempt to eliminate these
direct controls by raising tariffs on them to prohibitive levels,
if deemed necessary, and allowiné imports 1f people are willing
to pay the price. Equivalent domestic taxes should also be
1mpos§d to prevent blasing investment toward these consumer
goods. The Government would géin both through increased
56. One case illustrates the extent of wasté in some of Ghana's

public investments, The pharmaceuticals factory went to a

foreign fira for only a quarter of its listed capital value,

Although the agreement later fell through because of public

outcry over this disparity, the Government claimed that Ghana

was not in a position to demand more.
57. The government's efforts to restrain denand thus were import-

ant to the success of develuation then would not have been
successiul, Cn the other hand, ilaport licensing failed to



revenues38 and through reduced costs of admlinistering Import

licensing, Similarly, the Government should move toward open
general licenses for intermediate goods and capital, with dutles
imposed on goods going to industries which do not merlt pro-
tection.59
| It 1s essential that Ghana evaluate the efficiencj and
appropriateness of its industries, both to determine which should
be protected (because of external benefits or increasing retumns
over time) and to guide current allocations of imported inputs
and capital. Ghana's present policy of suspending investment
in order to concentrate on utilizing industrial capacity does
not necessarilj bring about the most productive usc o{ resources.
The domestic cost of saving foreign exchange by using the existing
capacity of one of Ghana's less inspired investments (e.ges the
steel mill) may well exceed that by expanding capaclty in an
industry or process more competitive with imports (e.g., textile
printing). Shilling and Steel's "Two Case Studies..." demon-
strate how such calculations can be made, using Ghana's textile
and fibre baz industries as examples. In order to promote
sustained economlc growth, the government should take into
account all alternatives -~ promotion of exports; increased
57. (cont.) solve the problems, and may well have left Ghana
in a worse position in 19%%£ than a serlies of devaluations
without controls would have.
58. This would also help offset the loss in revenues caustd by
the shift in the compoesition of imports from high~duty

consumer goods to low-duty capltal and Intermedlate goods.
59, The tariffs would be equivalent to selectlve devalustlon,
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agricultural production to replace food imports; increasing
utilization of industrial capacity; new investment to produce
capital, materials or final goods -~ and then move toward a
system of prices, tarlffs, taxes and incentives which wlll guide
private and public decision-makers to the appropriate declsion

' without direct controls.



APPENDIX: TABLES

Note: Ghana has had three currencies in the 1960's: the

Ghaneian pound (LG1= $2.8); the cedl (1 = £1,167); and the new
cedi (NE1 =

#1.4 until devaluation in July, 1967, when ¥t =
30.98). Most figures in the following tables are given fm U.S.
dollars to fascllitate comparisons between industrial production
and import fisures. Ko data are for the post-devaluation period,



TABLE A
VALUE AND SHARE OF GROSS OUTPUT IN CURRENT PRICES FOR MANUFACTURING
a
ACTIVITIES BY MAIN GROUPS 1958-59, 1962-66 (S million; % )

1958}/ 1959 19622/ 19632/ 19642 19652 19662/

Food menufacturing industries except

beverace industries: 4.0 . 4.6 5.9 6.1 6.6 13.5 15.1
(%): (7.8) (7.5 (5.9 (4.7) (4.4) ( 8.0) (7.6)
Bevercge industries: 14.4 19:.4 - 20.0 24.8 30.1
o)z : 14 .4 14.9 13.3 14.8 15.1
(%): 62 - 1.5 (14.4)  (14.9)  (13.9) (14.8) (15.1)
Tobacco manufactures: @1.2) Q0.3 17.8  20.4  23.0 25.3 - 28.7
(%): (17.8) (15.6) (15.4) (15.0) (14.4)
Manufecture of textiles: ) 0.5 2.4 3.6 5.6 9.8
(%): (0.5 (1.9 ( 2.4) ( 3.3) (4.9
) 0.4 0.7
Footwecr, other wecring apparel, and ( 0.8) (1.2 ,
made-up textiles geods: 2.4 4.7 6.1 8.2 9.9
(%): (2.4) ( 3.6) (4.7) (4.9) ( 5.0)
Wood and cork ( except funiture ),
sawmills, planing and other wood
milis: 20.5 22.2 28.6 28.2 30.2 32.7 31.8
(%): (39.6) (36.4) (28.6) (21.7) (20.2) (19.4) (16.0)
Furniture and fixtures: 0.7 1.0 3.5 3.9 ° 4.9 4.3 4.1
(%): (1.3) (1.7 ( 3.5) ( 3.0) (3.2). (2.5) (2.0)
Poper and poper products: 0 =e=== eme—e 0.3 1.2 1.4 2.0 3.9

(%):  emm—— eeee- (0.3) (0.9 (0.9 (1.2) (2.0)



Printing, publishing and allied
incustries:

%):

Leather, leather end fur products:

(%):

Rubber preducis:

(%):

Chemizals end chemical products:

(%):

Petroleum products and coal:
(%):

Non-metcllic minerel products:

(%):

Besic metal industries:
(%):

Metal products ( except mechinery

end frensport equipment ):

(%):

Tronsport equipment:

(%):

~

TABLE A ( Con'd.)

1958/ 1950 1/
3.2 2.5
( 6.2) (4.1)
0.5 0.8
( 1.0) (1.2
1.1 2.8
( 2.0) ( 4.6)
0.6 0.9
(1.1) ( 1.4)
0.5 1.1
(0.9 (1.8
4.1 5.3
( 8.0) ( 8.8)

19622/ 19632/ 1964 2/ 19652/ 1966 2/
3.4 5.7 4.4 4.7 7.
(3.4) (4.4 (2.9 (2.8) ( 3.8)
0.8 0.6 0.6 0.6 0.6
(0.8) (0.5 (0.4) (0.3) (0.3)
0.8 0.7 2.0 2.8 R
(0.8) (0.6 (1.3 (1.7) (1.1)
7.9 14.1 18.9 16.0 23.1
(7.9 (10.8) (12.6) (9.5) (11.6)
0.0 2.9 6.9 7.2 7.3
(0.0) (2.2) (4.6 ( 4.3) (3.7)
1.3 1.8 1.5 2.0 4.2
(1.3) (1.4 (1.0 (1.2) (2.1)
0.7 0.8 1.0 2.1 1.2
(0.7 (0.6) (0.7 (1.2) ( 0.6)
8.0 10.0 10.9 8.5 10.8
(8.0) (7.7 (7.3) (50 (5.4
3.0 5.9 5.4 5.9 6.7
(3.0) (4.6 (3.6 ( 3.5) ( 3.4)



8.

TABLE A Con'd. )

1/

wssl 190 we¥ 1w 1w 1w 1966 Y
Miscelleneous manufacturing industries: 0.0 0.7 0.6 1.4 2.5 2.2 1.9
' (%): (0.0 (1.1) ( 0.6) (1.1) (1.7) ( 1.3) (0.9)
TOTAL: .b_/ . 51.7 . 61.0 99.9 130.3 149.8 168.2 198.8
(%): &/ (100.0)  (100.0)  (100.0) (100.0) (100.C) (100.0)

E/ "Manufacturing” does not include mining, quarrying, construction or power.

b/ Details mey fail to add to totals because of rounding.

SOURCE:

l/ Scles: Ghene, Industrial Stetistics 1958 ond 1959, p. 15.

2/ Gross output: Ghana, Economic Survey 1966, p. 68, No figures available for 1960-61.

(100.0)



TABLE 2
ILDICES OF GROSS OUTRUT AND VALUE ADDED
IN ZANUFACTURING, GROSS WATIONAL PR0DUCT,
AXD PRICES

1961 1962 1953 1964~ 1%£% 1557
IUDICES FOR LANUTACTIRING IN FIZLED PRICES (1962 = 1C0O):
Sross Output: n.a. 160,C 123.C 132,17 122.7 122.2
Annuel growth rate (%): 23,0 7.9 C.% 12,2
‘Value Added: n.a. 106,0 120.3 126,¢ 124,C 156, %
Annual growth rate (%): 20,3 S5t 5.7 17,1
WHOLESALE PRICE INDEX FOR MANUFACTURED ARTICLES (1261 = 1CQ):
n,a. n,a. 115.2 118.8 129.2 13%.4
INDEX OF GRO3S NATIONAL PRODUCT IN FIXED PRICES (195C = 1CO):
103.,2 108.,7 111.6 114,7 115,585  117.3
Annual growth rate 3.2 5.3 2.7 2.7 0.7 1.2
VIHPLICIT GI'P PRICE INDEX (1960 = 100):
103.3 105.5 114,1 124,0 143, 1£C. ¢4

. N

Source:! Ghana, Zconomic Survey 1966,




| TABLE C
VALUE ADDED IN MANUPACTURING: SHARE IN GROSS
DOMESTIC PRODUCT AND TOTAL INDUSTR&AL\bﬁﬂ?ﬁT
1958-1966 (4 million)
1958 1959 1960 1961 1962
VALUE ADDED IN MANUFACTURING:

Current prices: . 28.5 33.4 n.a. n.a. 5S7.4
1962 prices: 57.4
GROSS DOIIESTIC PRODUCT:
Current prices: 1092 1246 1338 1431 1532
'1960 prices: n.a. 1245 1338 1386 1453
SHA?E OF MANUFACTURING VALUE ADDED IN GROSS DOMESTIC PRODUCT
(Current prices; %):
2.6 2.7 3.7
SHARE OF MANUFACTURI.G IN GROSS IKDUSTRIAL OUTPUT
(Current prices; %): _
~ x 32,7 47.9 58,3

1963 1964 1965 1966
VALUE ADDED IN MANUFACTURING:
Current prices: 73.6. 82.7 97.3 119.1
69.0

1962 prices: 72.8 76.9 90,1

GROSS DOMESTIC PRODUCT:

Current prices: 1691 1900 ., 2251 2510
1950 prices: 1504 1536 1557 1574

SHARE OF MANUFPACTURIEG VALUE ADDED IN GROSS DOMESTIC PRODUCT
(Current prices; #):

SHARE OF MANUFACTURING IN GROSS INDUSTRIAL OUTPUT
(Current prices; %):
63.7 66,6 62.1 68,2

Source: Ghana, Industrial Statisties 1958 & 1959; Economic Survey 19£6,
n.a, = not avallable. i
N,B, Although the procedures and questionnaires used in the 1938-59
: Industrial 3Survey are not inconsistent with thosz used since
1962, some mlnor changes were made, and coverage probably
became more complete.




TABLE D

VALUE AND SHARE OF GROSS MANUFACTURING

OUTPUT INX CURRENT PRICES BY TYPE OF
OWKERSHIP 1962-1965 (& million; %)

STATE OWNED:
(%)

*e

n

JOINT STATE/PRIV%@?:

CO-OPERAT%Y?’

PRIVATE:
(A):

TOTAL:
(%)

1962 1963
11.8 18.6
(11.8)  (14.3)

7.1 9.6
(7.1)  (7.4)
0.1 0.4
80.9 101.7
(80.9)  (78.1)
99.9 130, 3
(100.0) (100,0)

16.8
(10.0)

0.4
( 0.2)
122,0
(72.5)

168.2
(100.0)




TABLEE

IMPORTS BY END-USE: VALUE AND SHARE BY DETAILED CLASSIFICATION

YNSUMERS' GOODS:
(%) :

NON-DURABLE:

(%):
11. Food:
T (%)
12. Drink:
(S5):
13. Tebacco:
(%):
14. Textiles:
(%):
15. Footwear:
(%6):
16. Cthers:
(%5):
DURABLE:
(%):
21. Private road vehicles:
) (%):
22. Others:
(%):

IN CURRENT PRICES, 1954~1966 ( $ million; %)

1954

110.9
(55.7)

~~
-~ N o
o))
N
~ ~

— —~
o s e e »
4\30)03A

- - ——~ ~~

— B.h.
\';h""N HDNDINUNO O
' e Ml e e
LV wd -

1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966
140.8  134.8 153.9  129.1 159.3  181.3 196.1 158.6 149.9 114.2  153.8  108.7
(57.2) (58.1) (56.9) (54.5 ('50.3) (50.0) (49.0) (48.5) (39.4) (33.5) (34.3) (31.0
6.4 109.4 128.5  106.4 133.4  150.2 164.8 138.0 120.9 100.3 128.8 95.2
(47.3) (43.9) (47.5) (44.9). (42.1) (41.4) (41.2) (41.6) (33.1) (29.5) (28.7) (27.2)
26.0 26.1 - 33.4 ., 28.7. 37.2 41,1 51.1  45.3 36.1 38.8 35.2 40.8
(10.6) (10.5) (12.3) (12.1) (1.8 (11.3) (12.8) (13.9) ( 9.9) (11.4) ( 7.9 (11.6)

7.1 7.0 6.3 5.9 6.9 7.5 6.5 1.7 1.3 0.4 1.1 0.6
(29 (28 (23 (25 (22 (21 (1.6 (05 (03 (01 (02 (0.2
5.3 4.9 4.7 4.6. 5.1 3.1 3.3 2.0 2.1 1.6 2.1 2.0
(22 (20 (177 (19 (1.8 (09 (0.8 (06 (06 (0.5 (0.5 (0.6
56.4 48.6- 57.7  42.2 53.1 60.7 66.5  54.1 48.2 37.8 55.8 29.5
(22.9) -(19.5) (21.3) (17.8) (16.8) (16.7) (16.6) (16.6) (13.2) (1N.1) (12.4) ( 8.4
2.7 3.0 3.7 2.6 4.4 6.2 7.6 3.8 4.7 2.8 5.6 2.3
(1) (1.2) (1.4 (1) (1.4 (1.7 (1.9 (1.2 (1.3 (0.8 (1.2 (0.9
18.9 19.7 2.7 22.4 26.7 31.6 29.8  28.8 28.7 18.9 29.0 20.0
(770 (79 (84 (95 (84 (87 (74 (88 (78 (56 (65 (5.7
24.3 25.4 25.4 22.7 25.9 31.1 33.0 20.6 23.0 13. 25.0 13.5
, (9.9 (10.2) ( 9.4 ( 9.6) (82 ( 86 (82 ( 6.3 ( 6.3 ( 4.1) .( 55 ( 3.8
8.0 8.9 9.2 7.9 9.6 12.7 n.7 7.2 "8.8 4.4 7.6 7.3
(32 (3.6 (34 (33. (30 (35 (29 (22 .(.24—(13_( 1.7)_.( 2.1
16.3 16.5 16.2 14.8 16.4 18.5 21.3  13.4 14.2 9.5 17.4 6.2
( 6.6) ( 6.6) ( 6.00 ( 6.3 (52 ( 5.1 (53 ( 4.1) ( 3.9 ( 2,8 ( 3.8 (.1.7



’ODUCERS' GOODS:
(%):

RAW SEMI-FINISHED

MATERIALS:
. (%):

41444, Food, drink, tobocco:
42. Agriculiure produchon

43.  Mining, industry cné

commerce:

(9%):

JRABLE PRODUCER GOODS:

5. Producers' materials
(for construction):

6+7 Producers' equipment:

JELS AND LUBRICANTS:

TAL:
(%):

TABLE E ( Con'd.)

1954 1955 1956 1957
76.7 92.2  101.7 100.1
(38.6) (37.5) (40.9)

25.7 29.1 32.9
(12.9) (1.8 (13.2)

1.8 12.1 14.3
( 5.9 (49 ( 58 (

3.1 2.8 5.2
( 1.9 ( 1. ( 2.0) (
10.8 142 13.4
(54) (58 (54 ¢
51.0 63.2 68.8
(25.6) (25.7 (27.6)

22.9 30.5 31.1 27
(1.5 (12.4) (12.5 (10
28.1 32.7 37.7
(14.1)  (13.3) (151 (
11.4 13.1 12.5
( 577 . ( 5.3 ( 5.0

198.9 246.1  249.0 270.7
(100.0)  (160.0) (100.0)

% Details may ‘zil to cdd to totals beceuse of rounding,

SC WRCE: Gren~

e 'l'l S.c isticel Yeor S20'%; Economic Surveys.

(100.0)

" 1959 -1960 . 1961 1962 1963 1964 1965 - 1966
141.9 165.1 185.4  152.1  201.0 206.7 276.2  227.7
(44.8) (45.5) (46.4) (45.5) (55.1) (60.7) (61.6) (64.9)
44.7 47.4 58.7 51.0  59.7 57.6 71.9 64.6
(14.1) (13,1 (14.8) (15.7)  (16.4) (16.9) (16.1) (18.4)

17.3 18.8 23.8 18.5 18.1 21.6 18.6 18.0
(55 (52 (6.0°( 572 (50 (63 (42 (5.1
8.2 7.5 8.6 ° 8.4 8.5 3.7 7.3 8.1
(26 (20 (22 (26 (23 (L) (1.8 (2.3
19.2 21.1 26.3  24.1 33.1 32.3 46.0 38.4

(6.1) (58 (6.6 (7.4 (91 (9.5 (103 (11.0)
97.1 117.8 126.7  101.1 141.3 149.1 204.3 163.1
(30.7) (32.4) (31.7) (30.8 (38.7) (43.8)  (45.6 ( 46.5)
37.7 39.2 51.8  41.3 51.0 58.2 69.1 55.9
(1.9 (10.8) (13.0) (12.6) (14.00 (17.1) _(15.4) (15.9)
59.4 78.5 74.9  59.8 90.3 90.9 135.3 107.3
(18.8) (21.6) . (18.72) (18.2) (24.7) (26.7) (30.2) (30.6)

15.3 16.5 16.8  18.3 20.2 19.6 18.0 14.5

(48 (45 (4.2 (5.6 (55 (57 (4.0 ( 4.1)
316.5  362.9 399.9 3269  365.1  340.5  448.1  350.9
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)



TABLE E ( Con'd.)

1954 1955 1956 1957 - 1958 1959 -1960 1961 1962 1963 1964 1965
'RODUCERS' GOODS: 76.7 92.2 101.7 . 100.1 92.2 147.9 165.1 - -.185.4 152.1 201.0___ 206.7 T 276.2 227.7
(%): ( 38.6) (37.5) (40.9) (37.0) (38.9) (44.8) (45.5) (46.4) (46.5) (55.1) (60.7) (6.6 - (64.9)
i. RAW SEMI-FINISHED ) R

TERIALS: 25.7 29.1 32.9 37.3 37.3 44.7 47.4 58.7 51.0 59.7 57.6 71.9 64.6
. (%): { 12.9) (11.8) (13.2) (13.8) -(15.7) (14.1) (181 (14.8)" (15.7) (16.4) (16.9) (16.1) (18.4)
41+44. Food, drink, tobacco: 1.8~ 1201 14.3 15.6 13.8 17.3 18.8 23.8 18.5 18.1 21.6 18.6 18.0
(%6): ( 5.9) ( 4.9 ( 5.8 ( 6.1) ( 5.8) ( 5.5). ( 5.2) ( 6.00:( 572 ( 5.00 ( 6.3 ( 4.2) ( 5.1
42. Agriculture production: 3.1 2.8 5.2 5.4 5.2 8.2 7.5 8.6 8.4 8.5 3.7 7.3 8.1
(%) ( 1.6) ( 1.y ( 2.1) ( 2.00 ( 2.2) ( 2.6) ( 2.1) (2.2) ( 2.6) (2.3 ( 1:1) ( 1.6 ( 2.3

.43. Mining, industry cnd s * )
commerce: 10.8 14.2 13.4 15.3 . [15.1 19.2 21,1 26,3 24,1 33.1 32.3 - 46.0 38.4
(%): ( 5.4 (58 (54 (57 (64 (61 (58 (66 (74 (9.0 (95 (103 (1.0
WRABLE PRODUCER GOODS: 51.0, 63.2 68.8 62.8 58.1° 97.1  117.8 126.7 101.1 141.3 149.1 204.3 163.1
o) (25.6)  (25.7) (27.6) (23.2) (24.5) (30.7) (32.4) (3L7) (30.8 (38.7) (43.8) (45.6) (46.5)

5. Producers' meterials

(for construction): 22,9 30.5 31.1 27.8 25.2 37.7 39.2 51.8 41.3 51.0 58.2 69.1 55.9
(%): (11.5) (12.4) (12.5) (10.3) (10.9 (11.9), (10.8) (13.0) (12.8) (14.0) (17.1) (15.4) -(15.9)
6+7 Producers’ equipment: 28.1 32.7 37.7 35.0 32.9 59.4 .. 78.5 74.9 59.8 90.3 90.9 135.3 107.3
(%): (14.7) (13.3) (15.1) (12.9) (13.9) (18.8).:7( 21.6) (18.7) (18.2) (24.7) (26.7) (30.2) (-30.6)
JELS AND LUBRICANTS: 1.4 13.1 12.5 16.7 15.6 15.3 16.5 16.8 18.3 20.2 19.6 18.0 14.5
(%): { 5.7 (- 5.3) ( 5.0) ( 6.2) ( 6.6) ( 4.8) ( 4.5) ( 4.2) ( 5.6) ( 55 ( 570 ( 4.00 ( 4.1
OTAL: - 198.9 246.1 249.0 270.7 236.9 316.5 362.9 399.9 324.9 365.1 340.5 448.1 350.9
%%6): ’ (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0). (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

* Details may fail to cdd to totals because of rounding.



TABLE F
TifPO3TS AS A SHARE OF CONSUMPTION

ZXPEEDITURES, 1955, 1960-G6
(¢ million; -73)

FOOD 1955 1950
Iaports: 26.0 41,1
Consumption: 350 459

Local : 315 403
Imported: 1 36 56
Inported share: 107 12%
% Imports: 7% i

BEVSRAIES ALD TOBACCO
Inports: 12,4 10,6
Consumption: 39 43
% Imports: 32% 22%

CLOTHING AND OTHEZR TEXTILES
Iaports: 59.1 66.9

(textiles & footwear)
Consumption: 123 160
& Imports: 487 447,

DURABLE GOODS :
Imports: 24,3 31,1
Consumption: ' 28 31
% Imports: 875 100%

9.8
17%

741

188
39%

33.0
85%

e
O
(09
0n)

~
U1 VU
OOV O
N 0D =

“h

-

-~

57.9

160"
367%
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TABLE F

(cont.)

FOOD 1963 1964 1965 1985
Imports: 36,1 38.8 35.2 40,8
Consumption: 697 811 1065 1243

Local 633 738 1C02 1169
Imported: : 64 7; 62 7&
Imported share: 9% 7 % 6%
3 Imports: 5% 5% 3% 3%

BEVERASES 41D TC2ACCO
Iaports: 3.4 2,0 3.2 2.8
Consumption: 64 62 59 7ﬁ
‘% Imports: %% 3% A 47

CLOTHING AND OTHER TEXTILES
Imports: 52,9 40,6 61.4 31.8

(textiles & footwear)
Consumptlon: 148 132 210 127
s Imports: 36% 317% 29% 25%

DURABLE GOODS
Imports: 23,0 13.9 25,0 13.5
Consumption: 36 22 45 27
% Imports: 64%, 6354 567 50%

Source: Import values: Table E;
Consumption expenditures: Ghana, Economlc Survey, 19645,
p. 17. .

1. "Imported share" is the vroportion of lamports as reported in
the consunption statistics.
"7 Imports" represents imports reported by end-use as a
percentase of the value given for consumption,

Note: The fizure "% imports" should not be interpreted as the
exact proportion of consumption expenditurcs spent on forelgn
goods, since there 1s no presumption that all goods under an
"yaports by end-use” ca2tegory in a particular year were purchased
for consuantion in that year. The discrepancy between tha con-
suaption exnendiiure fi~ures for laports and the end-~use [ijures
indicztes tantl the latier do not represent the exact level of
conzuacy expenditures on lavorts, though they appear to reflect
trends accurately.



TABLE G

GRO3S DOMBESTIC CAPITAL FORMATION AND GENERAL
GOVERIMENT CAPITAL EXPENDITURE
(current prices, NZ million)
AVerage
1950-55 1958 1959 1960 1961
GROSS #ESTIC
GAPIDAL FORLATION 52.4 110 154 194 210
(GDCF) (ifa)
Machinery and other
: wipmont : 16 28 38 30
(M& 3 (3¥Zm)
Average
1950-55 1958/59 59/60 60/61 61/62
CELTRAL GOVERAENT CAPITAL EXPENDITURES:
Econoalc Services: 29,0 30,2 44,2 53,6
(Ngn) 9.4
% GDCF:! 17.8 22,0 17.3 22.1 29.5
Hineral.resources,
manufacturing and
construction (Nfa): 3.8 4,8 7.6 18,8
» total government "
capital expenditure: 6.2 Tol 8.6 2C., 1
# GDCF: ! 2.9 2,8 3.8  1C.3
s usz1? ‘ 17.3 14,5 2.4 67.1



TABLE G (cont.)
1962 1963 1954 1965 1

\O
N
(9

GRO3S DOMESTIC

CAFITAL FORIATION 194 218 272 271 246
(3D07) (Kgn) .

Macninery and other

equipment: 26 44 36 59 49

(4&E) (Xgn)

61/62% 62/63 63/6h 63/64% 1965 1956
CERTRAL GOVERUMERT CAPITAL EXPENDITURES:

Zconomic 3ervices: T4.6 61.0 57.4 81.8 83,0 38.4
(%) .
/5 GDCF: 30,7  29.1 25,1  28.6  30.6 15.6

HMineral resources,
manufacturing and
construction (XKgm): 26,6 10.2 19.8 28.4 26,3 20.7

% total government 21.3 9.6 19.7 20,1 18.5 32,0
capital expenditure: '
% GDOF:! 10,9 4,9 8.7 9.9 9.7 8.4

§ MaE: 12 77.1  25.8 52,1  60.4 44,6 422

Source: Ghana, Economic Surveys, 1955, p. 14; 1961 p. 107; 1963
p. 1333 1956 pp. 18, 107, _

1. A welghted average of GDCF or M&E is taken to give a corres-
pondence to the fiscal year figures of the government capltal
g?penditur2§. Thus, the divisor for GDCF for 1958/59 = 132 =
8(11C0 + 184),

2., This measure is useful only as an indicator of trends, slnce
the goverrment capital expenditure figure for mineral resources,
etc., Includes items not in i&IX,

3. Total government capital formation, all services, multiplied

by a correction factor of % (the apprroximate average share of
econonmic services in total capitzl expenditures in 1959-62;

the provertion was certainly no higher than this in the early
1950's), Trom 1951 to the end of 1955, only 8 (or Nf 10
million) of actual Development Programme expendltures had gone
to economic services to agriculture, industiry and trade, and
only 3% (or ¥f 4 million) specifically to commerce and industry.

. Covers 15 montns,
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TABLE H

CERTRAL GOVERNMERT REVENUE AKD EXPENDITURE
1950-51 to 1966

Surplus?(+) or

Year gzzggge Index Ezp§%§éggre Index De§%?égo(-)
195C=-51 41,703 1C0.0 34,329 10C.0 +7,374'
1951-52 77,664 186.2 45,925 133.8 +31,739
1952-53 g4, 058 201.6 75,234 219.1 48,834
1953-54 08,32€ 231.,0 91,749 257.3 +4,377
1954-55 160,401 384,€6 90, 198 262,17 +70,203
1955-56 104,946 251.7 95,440 278.0 +9,506
1955-56' 128,000 306,9 127,401 371. 1 +599
1956-57 98,831 237.0 110,496 321.9 -11,655
1957-58 119,662 286.9 105, 149 306.3 +14,513
1958-59 133,241 319.5 123,911 360.9 +9,330
1959-60 140,273 336.4 152,177 443,3 -11,904
1960-51 166,455 399, 1 215,493 627.7 -49,038
1951-62 150,026  350.7 228,625  666.0  -79,599
1961-621 194,198 465,7 299,935 §73.7  =105,737
1062-63 165,011 395.7 265,400 T73.1 ~-100, 389
1963~64 245,037 57,6 288, 362 840.0 43,325
1963-541 293,379 703.5 377,43k  1,008.5  -84,055
1965 283,978 680.9 361,551  1,053.2 ~77,573
1965 230,575 553. 4 258,277 781.8 -37,502

Source: Zconoaic Survey 19635, v. 101,

1. Covers

period of 15 months



TABLE I
GHANA'S TOTAL FOREIGL EXCHANGE ASSETS
1950-1964 (§ million)

%
Total overseas assets

End of period (4 million)
1950 317.5
1951 375.2
1952 406,73
1953 448,6
1954 552.4
1955 582.4
1956 531.5
1957 480, 1
1958 507 . 4
1959 474.9
1960 416,2
1961 206.3
1962 202.8
1963 121.7
1964 117.4

# Includes Treasury, Bank of Ghana, Cocoz Marketing Poard,
Bankingz Institutions, Local Authorities, Higher Educatlonal
and Other 0fficial and Private Institutions.

Source: Birmingham, et al, p. 319;
Bank of Ghana, Report (30tk June, 1965).

Note: Figurcs for 1955 and 1966 are not included because
defiritional changes render them inconsistent wlth these
data extendin:; back to 195G,



