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V'e have here, in Africa, everything 
necessary to become a powerful, modern,
 
industrialized continent. United Nations
 
investigators have recently sho,.m 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 slow-mess 
of industrial development in Africa lies in 
the policies of the colonial 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 foreigners seeking to enrich
 
alien investors, and to hold back local 
economic initiative....
 

In planning national development, the 
constant, fundamental guide is the need for
 
economic independence.... An important 
essential is to reduce our colonial-produced
 
economic.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 industrial 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. 

--	 Kwaime Nkruuah 
Africa Must Unitepp. 239, 16 112. 



ILMORT LICENSING AND INPORT SUBSTITUTION 

IN THE 1960'S*IN GHANA 

±±uLIdeology Behind Import-Substitution Policz
 

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
 

capacity. Especially in the 196 0's, Ghana has tried to promote dom.stj 

production of manufactured goods, instead of relying on
 

what it regards as the colonial pattern of exchanging primary
 

materials for manufactured products. These views were expressed
 

(see Frontispiece) by Kwane Nkrumah, President of Ghana from
 

its independence in 1957 until his overthrow in 1966, and were
 

reflected in government policy:
 

First, it is the Government'§ intention that as
 
early as possible the country shall produce within
 
its o',n borders a very high proportion of all the
 
goods and services that are consumed here from
 
day to day....
 

Having freed ourselves from the clutches of
 
imperialism, whose economic policy is the pre
servation of colonies as sources of raw materials
 
for factories in metropolitani coluntries, as well
 
as markets for the finished products of those
 
countries, we "are embarking on'a vigorous policy
 
of o6nverting many of our raw materials into 
sef'i-processed or final products, before exporting 
them from this country. 1 

* Myuch of the material and information for this paper came from 
interviews and convers.itions with governm7cnt officials and
 
advisers, industrial managers, and others in Ghana, whose
 
cooperation we very much appreclate. !¢e also w'ish to thank
 
Professors Stephen Le.is, Jr. , Henry Druton, and Paul Clark
 
of .fillia-Ms College for essenti. gtll and comments,
 
without implicating them in the result.
 



Ghana's industrialization policy was not founded upon an
 

isolationist approach. Its leaders recdgnized that concentration
 

on 	goods which can be produced relatively efficiently 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 aim at complete economic self-sufficiency in
 
all fields, since the principle of international
 
division of labor makes it abundantly clear that
 
no nation can obtain the best results by'endeavour
ing to produce all requirements from within its 
ow~m borders.... 2 

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

achieve his social and economic aims: 

• . . colonial rule precluded that accumulation 
;f capital among our citizens which would have 
assisted 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 basis of the national economic and social 
advancement .... Production for private profit 
deprives a large section of the people of the 
goods and services produced. If, therefore, we 
are to fulfil our pledge to the people and achieve
 
the progranme set out Above, socialism is our 
only alternative. For socialism assumes the
 
public ow-nership 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 Nkruma 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 
Debates: 0fficial Report--First Series, Vol. 34 (I November, 
193-(j-col. 525. 

2. 	 Ibid. 
3. 	 Xw~E Kkrwmah, AfricP lut Unite (New York, Frederick A. 

Praeger, 1963), pp. 119-120. 
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1950's. A Ten-Year Development Plan (later accelerated to a
 

Five-Year Plan) ras introduced in 1951 shortly before Nkrumah's
 

Convention People's Party first won control of the Legislative
 

Assembly. Little was actually done to promote industry during
 

the 1950's, however, until the Second Five-Year Development Plan
 

4
 
was initiated in 1959. The socialism which Nkrumah then began 

instituting took the form of extensive central government 

control over the economy, society, education and politics. This 

approach meant rapidly accelerated govertment investment in 

industry, as well as in public services and in agriculture.
5
 

fhereas the government had previously concentrated on the Volta
 

River project as the basis for industrial 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 their 

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

the structure of industry and of imports during 1960-66. 

.-Tnis pl-an was absaononeci arter two years ana replaced oy tne 
Seven-Year Development Plan, which was instituted in 1964. 
For a discussion of the Plars, see the concluding chapter 
by E. E. Omaboe in "-.MBr in.c:ham, I. Neustadt, and E.. N. 
Omaboe, ods., A StudL of Conte rary G11oGh .: Vol. I, The 
Economy of Ghana_-__ '.anoton, N-rthwetern University Press, 

5. 	 An excellent analysis of the evolution of Ghanaian economic 
policy is contained in a Ph.D. thesit by Douglas A. Scott, 
Srowth and Cr sis: ,,cono.miA.c Policy in Ghana (Harvard, 1967). 



.4 

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
 

Much of this increase,
1962 and again from 1962 to 1966.
to 


rising prices, especially in 1961

hoviever, was attributable to 


slowed in 1964 and 1965 to
and 1965-66. Real gro.th rates 


practically nil, although production picked up again in 
1966.
 

important in
The manufacturing sector became increasingly 


(from less than half to two-thirds over
total industrial output
7 


the period 1958-66) and in Gross Domestic Product (from less
 

than 3% to 41%).
 

Output figures provide only an indicator of the growth
 

Although capital formation estimates
in industrial capacity. 


terms or separately for manufacturing in
 were not given in real 


the available 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 only half of one-shift
 

capacity was being utilized, with especially high surplus
 

capacity in f6od processing, metal and non-metallic mineral
 

It found that "the
manufactures, and clothing and accessories. 


existence of surplus capacity . . . has been due mainly to lack
 

.T e wholesa.e price index for manufactured articles, based 
on 1961 = 100, ro.g! fro:n an averagc of 118.8 in 1964 to 129.2 
in 1965 and 13k2.4 An 1966 (Table ). 

7. 	 Includiil- minini, quarrying, electricity, gas and steam, but 
not construction. 



TABILE 1 

GRO*TH OF MANUFACTURING OUTPUT 

Gross Output: 

Current orices: 
(0 million) 

Fixed price index: 

(1962 = 100) 

Real growth rate: 

1958 

52 

1959 

61 

1962 

Ico 

100 

1963 

130 

123 

23% 

Share in total 
industrial output: 

Value Added: 
Share in GDP: 

431 

2.6% 

48% 

2.7 

58% 

3.7% 

64% 

4.3 

1964 6 66 

Gross Output: 

Current prices: 
($ million) 

Fixed price index: 
(1962 = 100) 

Real growth rate: 

150 

133 

8% 

168 

134 

% 

199 

151 

13Z 

Share in total 
industrial output: 67 62% 68.! 

Value Added: 

Share in GDP: 4.4 ' 4.3Z 4.7' 

Source: Appendix, Tables, A, B, C. 



of raw materials and shortages of workinri, capital" and was mo e 

severe in sectors "that depend to a greater extent on imported 

raw miterials." 8 Rising debt revayments (mainly on short-teri 

supplier credits) further tightened the pressure on foreign
 

exchange available for raw material imports in 1965 and 1956,
 

reducing capacity utilization aell below half. The proposed
 

1967 import progra~m defined its target of "attainable" pro

duction capacity as roughly 50/' of one-shift capacity. In 1967,
 

the Government decided to halt imports of new machinery and
 

equipment (except in special cases) and to concentrate on raw
 

materials and spare parts in order to achieve higher utilization
 

of 	existing capacity before trying to expand it further.
 

Role of the Public Sector
 

The Central Government of Ghana played a leading role in
 

this build-up of industrial capacity in the 1960's. Central
 

Government capital expenditures (Table 2 and Appendix, Tables 

and H) rose in 1961 f.ora a previous averare of 200 of gross
 

'domestic capital formation to the vicinity of 30l thereafter.
 

The share of .expenditures on industry (mineral resources, manu

facturing and.cdonstruction) in total Goverrment capital expendi

'
 tures also-increased sharply in 1961, from less than 9' to 20.'., 

One inAic:.tor of the role of Government in industrial capital 

. .'.K. Brenya, "Survey of 'ManufacturingEaterprises" (Pank
 
of Ghana), p. 3.
 

9. 	 31hana, Ghr.na's eoonom,y and .d tRe/tirements in 1967 (Acera,
 
e.inlstrv ofInfor.atlon, 1967Y,WAn', ndix 13.
 



TABLE 2 

CE:,.TRAL GOVE',T.IEFT EXEIDITURES .(No million) 

TOTAL E.PEi.'DITURE: 

1958/59 

124 

1961/62 

229 

1965 

362 

CAPITAL Ei:IDITURE: 

Economic services: 
GDCF: 

29 
22 

54 
3 

83 
31 

Minerals, manufacturing 
and construction: 

% GDCF: 

4 

3% 

19 

10% 

26 

10e 

% total government 
expenditure: 

, gross investment 
in machinery and 
equipment: 

capital 
6 

17% 

20'19 

67Zf 

9e 

45o 

Source: Appendix, Tables G and H. 
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Government capital expenditures on industry taken
formation --

as a percentage of gross investment in machinery and equipment 

-- tripled from 1960/61 to 1961/62. Statistical analysis of 

investment and import figures led Douglas Scott to "the
 

. that government capital expenditure
. .inescapable conclusion 


has dominated the demand for 
imported producer durable goods."

10
 

The Industrial Development Corporation (IDC) was created
 

carry out Government
in 1951 to promote industry in Ghana and to 


By June, 1958, it had invested in 17 "Subsidiary
investments. 


Companies," which it managed (12 of them 100% IDO-owned), and
 

which were managed and partly
in 10 "Associated Companies," 


owned (generally to ,) by outside participants, often for

the IDO, now with 22 Subsidiary Companies
eigners.11 In 1961 


and 9 Associates, was liquidated and its functions taken over
 

The State Enter-by the newly-created Iinistry'of Industries. 


prises Secretariat (SES) was established in April, 1964, to
 

administer the 20 "State Enterprises" in existence by then,
 

12 
 By the end of 1966
plus the 9 joint State/Private ventures.


imports (M) against Government10. Regressing producer durable 

(L), andexpenditure on capital 	account (G), lorry imports 

gross foreign private"long-term investment (F), he found 
that F wa$-not significant and was subject to error, while 
M against G alone gave 	a corrected R2 of 0.953 (as against
 
0.976 f6r. on G and L). (Ph.D. thesis, p. 146.) 

11. 	 Ghana Industr-a] Development Corporation, Renort a.d 
In 1957/5S, tctal. sales of the SubsidiaryAccount.s 1958. 


Companies (cxclusive of Ghana Hotels Co., $C.6 million)
 
arounted to iiA.6 million, or approxirat'ely 3') of manufac

turinrg, output'. Lumber and furniture represented almost half
 

of these sales, and the major share of the rest aro.s3e from
 
metal products enciecrin7 and construction, moving pictures,
 
laundrics and ba'4rjc,.
 

12. "est Africa, June 13, 1964, v. 664. Seven of the State Enter

prises ,iere in mnin:, six in vegetable oil processing. 

http:eigners.11


the SES 1 3 controlled 54 State Enterprises and was involved in 

12 Joint State/Private Eiterprises. In addition to Marketing 

Boards (cocoa, diamonds and timber) and transportation (road
 

transport, airways and shipping), these companies included: 

processing of food, vegetable oils and cocoa; mining; metal 

products; beverages; tobacco products; textiles; fibre bags; 

furniture; baking; farming and fishing; films; hotels; and 

various other industries and services. These investments
 

reflected the stated intentions of the government to "diversify
 

our economy" through centrally-directed industrialization. The 

declining share of private industry in gross manufacturing output 

-- from over 80: in 1962 to less than .70' in 1966 (Table 3) -

reflects this expansion of the public sector. Although private 

investment by Ghanaians continued, it was mostly in small business 

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

"industrialization."
 

Composition of manufacturing output 

The composition of Ghana's manufactured output does not 

differ significantly from what might be expected
S 

for a country
q 

of Ghana's size'(over C million people in 1966) and per capita 

income (about 200-250) on the basis of Chenery's cross

sectional findin-s (see Table 4 and notes). Its distribution
 

among investment, intermediate and consumer goods (12", '23, 

and 6 1K*, respectively) corresponds rougjhly to Chenery's $1CO-300 

13. 1*ow bein..- replacel by a holdinr" corporation. 



SHARE 

TABLE 3 

OF GROSS "U.T,-,F.A T 

TYPE O OWITER$HIP 

.I OUTPUT 

(.) 

B! 

State owned: 

Joint State/Private: 

Private: 

1962 

121 

7% 

81% 

19L 

20. 

11:. 

705 

Source: Appendix, Table D. 



TABLE 4
 

COVOSITION OF MNUFACTURING OUTPUT (%)
 
*CHFERY: PATTERNS 2F 

INDUSTRIAL GROT'ITH: 
ANA income per capita: 

1958 1966 $10 40 600 

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 5.4 8.4 
34-35 Metals 0.9 6.0 4.2 8.5 11.7 
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 Paper 

32a Petroleum products 

30 Rubber 

31 Chemicals 

23 Textiles 


Group C. Consumer Goods 


25-26 Wood products 

28 Printing 

24 Clothing 

29 	 Leather products 
20-21 Food, beverages 

22 Tobacco 


39 	Miscellaneous 

TOTAL3 


-- 2.0 0.4 1.8 3.6 
-- 3.7 0.1 0.3 0.4 

(in 29) 1.1 0.7 1.2 1.6 
2.0 11.6 6.2 7.4 .7.3 

(in 24) 4.9 12.2 11.5 9.7 

87.9 64.2 68.3 54.0 42.9 

40.9 18.0 4.2 5.8 6.1
 
6.2 3.8 3.9 4.8 4.9
 
0.8 5.0 6.1 7.6 7.5
 
1.0. 0.3 1.2 1.2 1.2
 

22.7 46.8 31.3 21.2
 
14.4 6.2 3.3 2.0
 

-- 0.9 

100.0 100.0 100.0 100.0 100.0
 

39 Miscellaneous:4 31.0 26.7 12.7
 

1. 	 Source: Appendix, Table A. Given as a percentage of total 
manufacturing output, including Miscellaneous. 
Ghana's Gross National Product per capita at current prices
and official exchange rates iras $175 in 1958 and 6316 in 1965. 
Correction for over valuation of Ghana's currency relative to 
the dollar would place its income per capita in the neighborhood
of ,200- :250. 



TABLE 4 (cont.) 

2. Source: H. B. Chenery, "Patterns of Industrial Growth," AER,
 
September, 1960, p. 638. Given as percentage of total Groups

A-C, excluding Miscellaneous. 

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

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

Note:' Comparisons should be qualified by well-known problems 
with attributing normative significance to Ohenery's results.
 
Ohenery's figures are for a country of 10 million people, whereas 
Ghana's population was just over 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 C (-0.03 to 0.18), 
the given figures overstate the "norm" in investment and inter
mediate goods and understate in consu4er goods for a country of 
Ghana's size. Chenery's use of value added to represent output 
also overstates 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. 

http:0.26-1.04


14 range for a country of 10 million. The most striking .differences
 

are Ghana's failure to produce machinery, the comparatively low 

share of its textile and clothing. industries, and the relatively 

large role played by production of wood and tobacco products. 

The wood industry processes local raw materials for export as 

well as for domestic use, but the others are import-competing 

industries. "Tile Ghana's industrial structure does not appear 

strikingly unusual, it does have individual characteristics
 

whose origins may well lie in particular import-substitution
 

policies.
 

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 froh consumer goods toward 

intermediates,15 and became much more diversified. While more. 

than two-thirds of the value of gross manufacturing output 

originated in the beverage, tobacco and wood products industries 

at the end of the 1950's, by 1965 these industries account for 

less than half of manufacturing output. Textiles, footwear and 

other textile goods, and pape.r products consistently increased 
q 

their share of/butput. hemicals and petroleum products also
 

became more significant contributors to manufacturing output,
 

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

4. Especially if size and other factors are taken into account.
 
See note to Table 4.
 

15. 	The figures overstate this trend in that the decline in con
sumer goods is acountod for almost entirely by w.ood products, 
almost ha2lf of w7hich is sav.mlling for export, while textiles 
and much of chemicals (e.g., soap, pharmaceuticals) should 
really be classlf'cd as consumer rather than intermediate 
goods in Ghana today. 
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steady one.1

The direct impact of government investment was most evident 

in the large rise of food manufapturing output in 1965 following 

state-ow.-ed investments in cocoa products and meat-packing plants, 

and in the acceleration of textile output growth in 1966 resulting 

largely from initial production in the new State and Joint State/ 

Private textile mills. 17 Although it was in general difficult 

to discern a precise relationship between government investments
 

and the changing over-all industrial pattern, the growing
 

diversity of industrial production reflected to some extent the
 

diversity of State Enterprises -- many of which initiated pro

duction within Ghana of particular goods. Further discussion 

of the progress of import-substitution in Ghana, in the sense 

of "producing within its own borders a very high proportion of 

all 	the goods and services that are consumed here," requires
 

analysis of trends in Ghana's imports. 

/ 
TR. n many cases, a sudden increase in the share of output for 

a particular industry represented a new large p.anut coming 
into production, while a decline might have resulted either 
from more rapid growth in other industries or from a 
shortage of itported raw materials in that industry.. The 
latter interpretation seemis especially applicable to the 
rubber, chemicals and metal industries, whose current price 
outputs declined in 1965 and 1966, in spite of sharp rises 
in prices. 

17. 	 Though it should be remmc:nbered that inflation -- particularly 
of food prIces -- in those years meant that the current price 
figures overstated the real growth. 

http:mills.17
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Ghana's leaders desired industrialization as a way to
 

reduce dependence on imports of manufactures, 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 1966. The value of consumer goods 

imported dropped from $159 million in 1959 and a peak of $196 

million in 1962 to $109 million in 1966 (Appendix, Table H). A
 

major share of this decrease was in textiles, 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 mills. Imports of drinks also declined strongly, 

especially in 1962, when (according to 'the Economic Survey ) 

Ghana was "becoming self.-sufficient' in soft drinks and beer, 

and when a high import duty was imposed on beer. Imports of 

tobacco and footwear, whose domestic output (in current prices) 

increased steadily, also fell by 1966 to a half or less of their 

1959 level and share. Si'noc the value of consumption of beverages/ 
and tobacco rose from 1960 to 1966 (Appendix, -Table F), it is 

apparent that domestic production was replacing imports (which 

represented 22, of consumption of beverages and tobaccoin 1960, 

but less than 4% in 1966). Although the level of consumption 

and imports of textiles and of durables fluctuated around gen-

orally declining trends, lmports as a percentage of consumption 



TABLE 5
 

IMPORTS: COMPOSITION AND SHARE IN
 

CONSUITRTION 1955-66 (%)
 

1955 1960 1966 

SHARE IN TOTAL IM,%PORTS: 

Consumer non-durables: 47 41 27 

Consumer durables: 10 9 4 

Producer non-durables: 12 13 18 

Producer durables: 26 32 47 

Fuels and lubricants: 6 5 4 

IMPORTS AS % OF CONSUITTION EXMNDITUU.S: 

Food: 7 9 3 

Beverages and t.obacco: 32 22 4 

ClothinG and textiles: 48 44 25 

Durable goods: 87 100 50 

Source: Appendix, Tables E and P 

Note: "Imports as % of consumption expenditures" should be 
as an index, not as the amount of consu'ption Y;hichinterpreted 


actually was supplied from imports in the given year.
 



expenditures declined steadily from 1960 to 1966 for both textiles
 

(44% to 25%) and durables (100% to 50%). Domestic production 

was supplying 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 

no tendency to decline. Since these data inicluded raw as well 

as processed foods, more detailed information would be necessary 

to make relevant inferences aboat the import-substitution effect 

of investment in food manufacturing. Output growth in the other 

industries mentioned, however, was "import-'substituting" both 

in the sense of being associated with declining levels of imports 

and, especially, of providing an increasing share of domestic 

use. 

The decline in tho level cmd siAre of consne-, imports 

was offset by cor'responding increaos in p'oducore' oquipnn.nt; 

materials for mining, industry and coiamerce; and producers' 

materials for construction (Table 6). The strong shift in the 

composition of imports away from final consumer goods and toward 

capital equipment and material inputs indicates that import

substituting industrialization in Ghana uafi biased in favor of 
q 

consuwier goods/industrios. This view is supported by the 

declining ratio of imports to consumption expenditures in the 

1960's (Table 5) and by the absence of capital goods production. 

Although the structure of mauufacturing output shifted from con.

sumer goods to intermediates (Table 4), it is not clear that any 

significant replacouent of importcd Inputs by domestic matoerials 

http:oquipnn.nt


LEVEL AND 

TABLE 6 

SHARE OF Ij.2ORT 

AND 1 66 

GROUPS 1959 

Consumers' goods: 

Raw and semi-finished 
material s: 

LEVEI 

1959 

159 

( million) 

1966 

109 

SHARE 

1959 

50 

IN TOTAL (J) 

1966 

31 

Food, drink and tobacco: 

Agricultural production: 

Mining, industry & 
commerce: 

Construction: 

Producers' equipment: 

17 

8 

19 

38 

59 

18 

8 

38 

56 

107 

5 

3 

6 

12 

19 

5 

2 

11 

16 

31 

Source: Appendix, Table E. 
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finds a similar
occurred (see footnote, page 8). John Sheahan 

Colombia of industrial investment biased towardpattern in 

Sheahan concludes
substitution for imported consumer goods.1
8 

that this bias inhibited growth because it tended "to increase 

use
dependence on imported supplies and equipment, and then to 

up so much foreign exchange for current production that adequate 

imports of capital goods became impossible." This precisely 

when imports fordescribes the situation in Ghana in 1967, 

import enough raw materialsinvestment were curtailed in order to 


John Power
 to operate industries at 50 of one-shift capacity.
19 

and Gordon W,inston warn that protectlon associated with import

consumer goods industries may discourage investsubstitution in 


ment in intermediate and capital goods and hence may inhibit
 

Henry Bruton points out a further danger
continued growth.20 


relatively "easy" import-substitution in
of concentration on 


simple consumer goods: nothing guarantees that these industries 

are appropriate for domestic production, in the sense 
that the 21
" 


offset by rising productivity.costs of protecting them will be 

some of the risks inherent in the changes
These comments suLgest 


in patterns of investment, industrial production, and 
imports
 

/ 
18 J'ohn Sheihan, "Imports, Investment and Growth: Colombian 

for Develop-Experience Since 1950," Williams College Center 

ment Economics, Research M.emorandum No. lj 

19. See above, pp. 5- 6 . 
20. 	John J'ower, "Thport Substitution as an Industrialization
 

.Iinston, "A Preliminary Survey of Import
Strategy"; Gordon 
C.D.E.Substitution"; Wil.lia.s College 

Henry Bruton, "Import Subntitution ud rroductivity Growth, 
illiams Collc,-e C.D.E , Resc.rch "emorndum No. 13. 

http:growth.20
http:capacity.19
http:goods.18


observed in Ghana during 1960-66. The remainder of the paper 

examines in detail the processes by which policies and decisions 

relevant to those changes were made, and then analyzes the
 

consequences and the implications for future policy.
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INVESTME-:T DECISIONS 

Nkrumah's concept of socialism led him to emphapize direct 

governmental controls rather than rely on markets and prices. 

Central government expenditures 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-i in 1962 to 

713 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 discussed in the succeeding
 

section), tax policy and market incentives played a less
 

significant role compared to direct government investments in
 

influencing the pattern of industrial growth.
 

The 	Industrial Development Corporation (IDO) was the main
 

instrument of government investment policy from 1951 to 1961. 

It was generally unsuccessful in promoting economically viable
 

projects. Tony Killick characterized its major difficulties
 

by: "inadequate prior investigation; unsuitable or erratic
 
/ 

supplies of local raw materials; a deficiency of capital.; 

"inadequate personnel and poor management. "23 IDC firms became 

removed from the normal economic pressures of the market: 

22. 	 As described above, pp. 6-7. The unfavorability of the
 
atmosphcre for private investment, especially by Ghanaians,
 
was confirmcd by Ghar.- .noff.icials and busInessmen, and
 
even st.ted in the 'Fcono,lc urvc 19.615..
 

.23. iriniznhn, et al., pp. 290-293. 

http:investment.22
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neither the selection of the projects nor 

of'the men to manage them can be said to have been 

based on strictly economic criteria. Operating
 

personnel were then confronted writh problems for
 

which they had no experience and which at times
 

were insolvable....
 
More important, these companies were not 

obliged to operate on a sound commercial 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 firms, continue to weaken incentives
 

2 5
 

to.raise productivity in State-owned 
industries. 


The IDO firms had poor records of performance and profits.
 

Several firms went into liquidation, and only four of fifteen
 

Losses
firms operating in 1957 and 1958 showed profits.2
6 


resulted from "inadequate demand for their products" and their
 

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

whether imported or locally produced."1
27 Privato profitability is not
 

for 	making investmentnecessarily the appropriate criterion 

(such as employment
decisions when external benefit-, and costs 


effects or interactions with other industries) are relevant, or 

when prices do not reflect opportunity costs (as is often the
 

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

Inve, tment Bank2T.Yorter-International Company, The National 

of Ghana ('.ashiniton, D.C., 1902, p. 19.
 

25. 	 The State textile and fibre bac fiirms are two examples, as
 
described in Shillin, and Steel, "Case Studies in Import

aUd 	Fibre t3ags," WilliamlsSubstitution in Ghana: Textiles 
College C.D.E. 

26. 	Net lozscs in these years tot-ulled W-1 4191,000 and NOJ 343,000, 
respcetively, on direct IDC investineCts of U! 2,574,000. Since 

the IDC he] d only 50- Y of 'our of th com±nies, total 
As of June 30,investment was actu-lly about 1i 2.8 m.llion. 

http:profits.26
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be appropriate for the government to carry out investments w1hich
 

are socially but not privately profitable, especially if it is
 

implement incentives and taxes which establish the
unable to I4b 

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
 

social costs and benefits (except perhaps employment) in making
 

its investment decisions. 

The experience of the IDO indicated the lack of adequate
 

personnel, procedures and incentives for making and carrying
 

the basis of sound economic criteria,
out investment decisions on 


even before the acceleration
reflecting true opportunity costs, 


of government investment in industry during the early 1960's.
 

Ghana was already exceeding its technical and physical capacity
 

its first Plan in the earlyfor Government investment under 

1950's:
 

The Government tried to complete the Plan in
 

five years, and at all times had more than enough 
money to do so, but was unable to do so. At the 

beginning, the physical limitation was the 
capacity of the building industry.... The result 

. is that projects cost twice as much as they 
should, contractors make enormous profits, works 
are badly desic:ned or badly built, and everything 
takes much ]on-cr to achieve than was expected.... 
Considering ho*: much was wasted by over.oading the 
building indu.try, one can say without hesitation 
that the countr:Y would have made more progress if 
it had spent less and had had better economic 
policies. 28 

26 cont.) 1958, cumulated losses on IDC capital of NO 6.7 
onmillion amounted to 1"d 1.", million (NI 2113,000 current 

expenses and iX 1, C69,Or.0 on depreciation). (Ghana IDC, 

Report and Accounts, 1957-53, pp. 32, 3".) 
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profits" ant] self-interestedOpportunities for "enormous 

decisions increased after 1959 as the Government attempoted to
 

extend its control of the economy and society. It undertook
 

large capital expenditures and pushed for rapid iridustrialization,
 

as described above. Lacking sufficient trained personnel and
 

administer these policies efficiently, Ghana had
technicians to 


to rely more 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 carrying
 

decisions came to be made more on
out investments. Investment 


the basis of the existence of a foreign supplier willing to
 

on the basis of coordinated
sugEest and carry out a project than 


available on buildingplanning. Since high profits were readily 

the plant and supplying the machinery alone, contractors often 

had little interest in the economic viability and efficient 

The same is true of governmentoperation of the industry. 


sometimes were
officials responsible for approving projects, who 


more concerned with their private political and financial inter

ests than with the best economic interests of Ghana.
 

Corruption beca-me widespread under Nkrumah's regime, and 

has been documented incessently in the Ghanaian press and by
 

the many commissions appointed by the National Liberation Coulcil
 

(NLC) to inquire into various malpractices. The relevant point
 

27.. 	 Biringhain, et al, p. 290. 
2E. 	'. A. Lewis,- rOn-Assessin - a Development Plan," The Economic 

Bulletin (thana Economic Society), June-July, 1959, p.-5, 
quoted in DiVi.as A. Scott, u. 4n5. 
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is that 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
 

through it.s policies of spending to promote industrialization,
 

but 	they were the wrong ones. High government spending led to
 

balance-of-pamnents difficulties and the imposition in 1961 of
 

import controls and tariffs, which aimed at discouraging "non

essential" consumer goods in particular. Prices of these .goods
 

rose rapidly, opening up large profit 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 example is the 170 million.worth of contracts won by
 
a single supplier in just three years, 1963-65 (Financial 
Times, May 3, 1967, p. 7). 1H. won Nkru.mah's favor with a 
cocoa-processing plant and proceeded to sell him: a large 
interlockins industrial food urocessing complex; food and 
grain storage bins; rock quarries; plants for processing 
diamonds, sugar, chemicals and wood; and a revolving tower/ 
restaurant for the Ghana International Trade Fair. Even if
 
all these projects had been "worthwhile" in some sens.e, and
 
if Ghana had the capacity to carry them out (several are
 
unfinished), it is questionable that one person would be 
the most efficient supplier of such a wide variety of invest
ments. And again, the point is that efficiency and careful 
stud-, of viability were not the significant determinankts of 
investment decisions. 

30. 	A typical example -- textiles -- is examined in Shilling and 
Steel, "Case Studies in Import-Substitution." Operations 
which are clearly profitable using domestic markct prices 
for final products and imoorted materials become questionable 
when evaluated entirely at world prices (or usin-, do:aestical].y

http:goods.30
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warned against by Power and Wfinston (p. 12)v There is a 7Au]

taneous interaction in that the government's decision to
 

raise the level of spending for industrialization 

induced'blanace-of-payments problems and subsequent import

control policies which in term influenced the pattern of indus

trialization bnd opened up opportunities for quick personal 

profits. A casual examination of government inveotments durinr 

the 	196G's readily turns up many cases which make one wonder
 

whether any attempt was made at all to analyze the economic
 
X. 	 31 

feasibility of projects. 

It would be unfair to imply, however, that Ghanaian
 

officials were not aware of the appropriate economic criteria.
 

Nkru:mah stated that: 

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

31. 	 For example: a shoe factory designed to produce out-of-date 
shoes which Ghanaians refuse to purchase; a brick and tile 
factory which cannot use the available local clay and whose
 
product is very little in demand; a steel mill based on a
 
domestic supply of scrap iron which is insufficient to
 
permit anything7 rese'-iblinn- an "efficient" level of operation; 
partially completed storace bins with little to put in them;
 
a boatyard which imports machinery, materials and personnel 
to produce pleasure craft (and fishin:- boats) which find 
little market in Ghana; and a modern honey farm whose 
25C,000 imported bees either swarmed back to their home 
hives in the U.K. or ,tere unable to survive unler conditions 
to which Ghana's stron!er native bees had adapted. 
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Our rate of development will be governed by 
the surpluses that will be made available out of 
heightened productivity, which inclu..les, besides
 
the greater -output from labour and increased 
agricultural yields, the more efficient employment 
of investment and the resulting increased pro
ductivity. 32
 

The significat problems were (and remain): (1) lack of infor

mation and trained manpol,.er to carry out the appropriate analysis; 

(2) prices (of foreign exchan--e, import-restricted consumer goods, 

labor, ana capital) which do not reflect onortunity costs,. 

distorted partly through policies designed to support government 

investment and its consequences; and (3) strong incentives 

(e.g., prestige, political goals, personal re..ard.s) to make 

decisions on non-economic groumds. 

In addition to creating an atmosphere unfavorable eco
to 

nomicallyAsound investment decisions, Ghana's emphasis on rapid 

industrialization in the early 1960's led to excess industrial 

capacity, increased dependence on imports, and limited freedom 

of action. These trends corroborate the patterns foreseen by 

Power and found in Colombia by Sheahan. Most import-substituting 

investment was in consumption goods industries, and a number of 

those atteaipts which were made to establish production of inter

mediate roo.s were misguided at best (e.g., the brick and tile
 

factory and the steel mill). Consequently, do:nestically produced
 

inputs were not available for most industries, and output and 

employment ca:;ie to depend heavily on Ghana's ability to import 

. fri c a .:-t Un it,,, p.I . 

http:manpol,.er


the 	necessary raw materials and spare parts. This deperd..:o 

beos:ae increasingly evident duripig the 1950's as firus h to 

cut "ack: o.'v curtail production for lack of spare parts an ra:: 
mater.ial z. Limited availabilit7y of foreign e:chaife appears 

to have severely constrained the gro-rth of industrial output in 

ic - and led to high rates of unemnloymuent and unierutilization 

of capacity. The consistently hi;'h ratio of applications for 

import licerses for parts an! Taterial inputs to the amount of 

foreign exchange available supports the hypothesis that pro

duction was restricted by the supply of specific inputs rather 

than by final demand. 3 3 The industrial structure which evolved 

in Ghaia during the 1960's requires such a high proportion of 

imported inputs ('acking do-mestically-produced substitutes), 

that it has becoale unable simultaneously to maintain industrial 

production at the one-shift level and to import the capital 

necessary to -maintain continued investment and growth in 

industry. 34 

33. 	 That is, marginal revenue exceeded marginal costs at existing 
prices and exchange rate. Devaluation in July, 1067, soa-ed 
up a good deal of the excess demand. Domestic prices ;en
erally failed to rise proportionate to the rise in cost of 
imported materials, and utilization of import licenses (in 
production, if not in stockpilin-) apparently has declined. 

It should be noted thst the ratio of license requests 
to exchanc-e available is hi-h partly becaus-e of the well
know-:n procedure of inflating your request becaus;e yo.u know 
the other iprt., wly l deflate it. This tral.tional -ame is 
played in license allocation as well as in marketplace 
baricaininn. 

34. 	As apparent in its dec.sion to suspend all. new investment 
and to concentrate on importin.r the spare p.rts fand raw 
materials necessary to brin.i: industry to full one-shift 
cacacity (pp. 5-6)0 
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Ghana must now make careful choices in allocsting imports arong
 

existinc unused capacity, expansion of exchange-savinq plant, 

sand 	 new investments to create an industrial structure more con

sistent with sustained growth. 3 5 

35. 	 An example of how such an anlysis might be carried out is 
given in Shilling and Steel, "Case Studies...." "hereas 
textile printing appears to be hirhly efficient in Ghana and 
saves forei.;n cxchanFe at relatively little cost in ter:s 
of domestic resources, the inttermediate spinnin and weaving
starges are dubious foreign exch.nge savers. The governmenthence should consider incretsin.5 licenscs to import enouCh 
greycloth to utilize full. printinr capacity (or, even better, 
remove all restrictions on greycloth) and machinery to exoand 
it (e.g., driers which woulci spnec1 the process), while 
cutting back on imports of raw cotton and. of equipm.ent to 
complete the £reycloth-.producn .. . factory. Although this 
factory, in combination .ith domestic production and zinning
of cotton, mi,:ht well save forei.:n exchangc, the question
is whether those resources could savc or earn more foreign
exchsn.,,.e if used in another indu.;try. The type of caI.cu
lations (rind info n.wition) en2r-ci:d are well preuented in
IUchael Bruno, "The Optiu. ] Sd e].ctI.on of' T:iort-.iroriotinr: 
and Lniport-Substitutin- ProJect.s," in .'la'Inn- the xterna].
Sector (Uni ted Eat l.on s Document ST/TAOf'e-,/cI . 

http:e].ctI.on
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IMPORT LICESIING STSTMI 

The introduction of import licensing was a policy response 

to the consequences of rising government expenditures after 1959. 

.In the early 1950's, Ghana accumulated large foreign exchange
 

reserves by running budget surpluses and by retainin. almost 

half of cocoa earnings through the Cocoa Marketing Board.
36
 

The government began running current account deficits in 1956/57, 

financed out of accumulated reserves. The drain on reserves was
 

initially held do.ni during a period of restraint and "consoli

dation" from 1957-59. Rising deficits after 1959 were financed
 

by sharp reductions in reserves and by supplier credits
 

(especially as reserves dwindled). The government failed to
 

restrain demand either by moderating its expenditure increases 

or by raising taxes accordingly, and Ghana quickly experienced 

inflation and a spill-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 V206 million, and the government attempted to regain control
 

over its foreign exchange position by instituting foreign
 

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 external disequilibrium 

3. . ir'ainrham, et al, p. 318. 

http:Board.36


I,'ORTS AND 

TABLE 7 

OV2I.SEA, ASSETS 
($ million) 

1957-52 

IAPOITS Ci: 

Consur goods: 
Materia! innuts: 

1_957 

154 

37 

1958 

129 

37 

59 

159 

45 

190 

181 
47 

196_1 

196 
59 

1-62 

159 
51 

Producer durables: 63 58 97 118 127 101 

TOTAL FOREIGN2: 
ASSETS: 

EXC--ALTGE 
480 507 475 416 206 203 

Source: Appendix, Tables E and I. 
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deficits .:Touid 
position. 3 7 If the expenditures which led to the 

to pay off the debts incurred,soon 	 become productive enough 

temporary import surcharges (in addition to duties already col-


A large share
restrain demand.
lected) could have been levied to 


Ghana's public investments, however, were 
in social, educa-"
 

of 

tional and economic "overhead" with no immediate 
pay-off, while
 

its 	 industrial investments were disappointingly unproductive. 

signs of rising to match the rapid
Its export earnings showed no 


By the end of 1965 Ghana
 in demand for foreign exchange.
growth 

had accumulated i853 million worth of supplier 
credits, two-

This debt was coming due at the thirds of it yet to be paid. 38 


rate 	of almost $100 million per annum in 1966-68 
(before
 

rescheduling), as .against export earnings which 
have been steady
 

around :3300 million. By 1966 it had become unable to meet its
 

1
-

foreign obligations, and was saved from default only 

by a mora


credit from the IMF, and a rescheduling
torium on payments, special 

of its debt. Ghana does not appear to have been in external 

equilibrium defined over any relevant time period since 1960.
 

Therefore, devaluation might well have been an appropriate
 

But would devaluation h'ave enabled Ghana to
 measure in 1961. 


continue its development policy without imposing restrictions
 

rise from 1960
 on trade? Government expenditures continued to 


were 	increased signkficantlyto 1965. Although revenues finally 

37. 	 Douglas A. Scott discusses in detail the relationship between 

internal and externa' dtsequilibria in Ghana (Chapters IV 

and 	V of his -ih. D. thec;if). ":c also concludes thait Ghana 

indeed in etcrn,-J disequilibr11ium after 1959, for the.s 

reasonsi given.
 

P~.n ,n ;; n.
' 	 ;'911-1- I Cj g.-o67. 21. 
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in 1943/64, the Government deficit and total demand were not
 

reduced enou.h to prevent inflation from becominq increasingly
 

severe fron 1962 to 19.56. Under these conditions of unrestrained
 

demand and rising prices, as well as an industrial structure 

heavily dependent on imported inputs, it is likely that devalu

ation alone would not have been sufficient to restore equili

briun. 3 9 For devaluation to be successful in restoring external 

equilibrium, supplementary 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 foreign exchange
 

and 	 inability to substitute for these goods would not lead to 

underutilization of capacity or curtailed investment. Restraint 

of government spending was incompatible with Nkrumah's desires 

to extend socialistic public control of the economy and society. 

Import duties a.d domestic taxes were in fact imposed and raised 

from 1961-66, but were not high enough (at least until 1963/64) 

to restrain import demand to the levels imposed by licensing or 

*to prevent continuing inflation. Since direct personal income 

taxation would have been very difficult to administer, inflation 

actually served as an effective means of reducing real income 

and 	of aidin the desired transfer of resources from private to 

39. 	 If inflation and low productivity from investments continue 
so that additional deva.luations become necessary and.expected, 
there is a risk of creating a self-defeating devaluation
inflation cye).e. See Jolm $heahan, "Imports, Investment 
and Gro.rth," for this kind of a model. 
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pu.blic hands. The government was not willing to restrain demahd 
40through either fiscal or monetary measures because of domestic, 

economic and political goals.
 

Ghana met the balance of payments disequilibrium in 1961 

by turnin. to import licensing as a system which would give the 

government direct control over both imports and industry (since 

inputs and capital equipment came almost exclusively from 

imports). E-krumah'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 decisions 

in desired directions. Import controls offered a relatively 

simple and direct means of carrying out several related policies 

simultaneously: (1) reduction in the level of imports; (2) 

specific restriction of luxury imports; (3) protection for 

domestically-produced import-substitutes; (4) transfer of invest

ment and production from private to public control; (5) restric

tion of the economic power of politically threatening Ghanaian
 

businessmen and traders; and (6) 'increased trade with socialist
 

countries. Import licensing quickly came to dominate many phases 

of Ghana's economy. 

2 ThO.-he money supply was all.owcd to expand by 17.5f in 19150, 
and 8.1-/ in 1961 (1.,ao:mic riurvev 19C6, p. 115). 
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The operation of the licensinr system: 

As the licensing system has evolved by 1967, the 'inistry 

of Trade is responsible for dividing the foreign exchange avail

able (estimated by the Bank of Ghana)'among general categories 4 1
 

and between the private and public sectors. The Ministry of
 

Industries then makes specific allocations to private firms, 

while tile State Enterprises Secretariat handles the State ani 

Joint State/Private compaies. Priority and maximum license 

amounts deoend on a firm's ranking as: A-export-oriented; 

B-import-substituting; C-services; or D-others. 4 2 

Licenses were initially issued on a yearly basis, then
 

half-yearly. At present, capital goods are on a yearly basis, 

raw materials half-yearly, and food quarterly. The Ministry of 

Trade publishes notices requesting applications for specific 

goods, and it processes about 400 applications each half-year 

period. If requests exceed the available supply of foreign 

exchange (as they invariably do)., top priority firms and goods 

are processed first, bottom priorities eliminated, and the 

remaining applications deflated. A I'7 charge is payable on the 

value of the license, whether or not it is utilized.
 

The inistry's practice of deflating reguests more or 

•7ood, phar.naceuticals, consuimer goods, manfacturing, 
construction, transppo rtt ion, fuel -jnd lubricants, mining
and quarryin,:, a(riculture (Includlin. fisheries and timber), 
and miscell:nteous 5overwn-ent imtporLs (e.g. , military goods).

195) .radi?:s past412. Hefore these were baised on performance,
size of bu.:.incss, e;iplo a.'ment, ani abilitty to obtain credit, 
as well. as the official '- , pcr,;onal ju.:.ent" 



less proportionately is well-known; most officials believe there 

is a corresponding inflation of requests. The main criterion 

for judgin.g how much 'particular firm should receive is the 

amount it in past -- usually years previous,received the two 

since data for the preceding year are not compiled by the time 

Attempts are beingallocations are being made for the next year. 


made to imaprove feedback of information on utilization of
 

licenses, but the re-evaluation process remains slow-r. In some 

cases, tax information is checked to determine whether a firm
 

actually uses the goods it imports, or sells them to others.
 

Import licensing was introduced because the demand for
 

foreign exchange at the official rate exceeded the supply made
 
export earnings, aid, and credit. Licensing
available through 

is a system designed to maintain this situation, not correct it,
 

by rationing the foreign exchange rather than raising its price.
 

Even though tariffs were raised to as high as 1O0, on many "non

essential. and dcmestically-produced consumer goods, sharp reduc

tions in the value of licenses i'ssued for them led to price rises
 

-above the c.i.f. price (at the official rate) plus 
tariff.43
 

Firms could not produce without imported raw materials and spare
 

parts, and were generally willin to pay 'higher than official
 

prices if necessary in order to obtain them; M'ost firms became
 

43. ee Shilling and Steel, "Case Studies...." for an example.
 
The State-owned textile firm would not be competitive with 
imports even under 1OO:. tariffs and after 304 devaluation. 
It is essontla~ly protected by licensinrg, and government
"control.led" prices (a lo,.ser limit for actual market prices 
outside major stores) are set to enable it to stay in bust
ess These ,prices provide a hig;hly profitable umbrella for 

the more efficient adl competitive (withl imports) joint 3tate/. 
Frivate textile printlng firi. 

http:tariff.43
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their own importers, rather than relying on wholesale importers,
 

to avoid paying such extra costs. Firms or traders who could
 

not obtain licenses had to buy illegally from others or bribe
 

officials if they were to remain in business. The "scarcity
 

prices" resulting from the import rationing system created wide 

opportunities 'or monopoly gains, .,Yindfall profits, and bribery. 

Corruztion quickly became the essential lubricant of the
 

licensin machinery:
 

(i) licences to Government Departments and State
 
enterpriseS . . . were granted in the normal 
way; 

(i) 	licences w+ere granted upon personal contacts 
made with the Minister; 

(iii) all others had to pay bribe between 5 per cent 
and 10 per cent of the value of the licence
 
to be granted before licences were issued to
 
them. 44
 

The 	ranking of a firm (A,B,0,D) actually depended heavily on
 

the 	discretion of government officials.45 Obviously, there were
 

large profits to be made. The import licensin- system meant 

that these gains went to private importers rather than to the 

government (as they would have)had regulation been implemented 

through higher import taxes) or to exporters (who would have 

been the L:?.iners from devaluation). Licensing created incentives 

•F-hana, 	 S'nar, of the Report of the Com'mission of nuirv 
into Irregtiari. a,•alnr-ctlces in the Grttnt of Imoort

,1'e-	 O!enItLi cc ncYs ( c , 	 Co.1is.1ion , 
15. 	 The report of the Olnnu Co::inmission contains many exa.i.3nles 

of firns uhose rari:ini rose (thereby pcr.ittint: a I reer 
.aa:i.j license) becaiise an offIci.) had a personal interest 
in it or because a pa.,yment was made; others who lost favor 
or Thild to piay enou_ h ha" 'heir ran-. nr lowered. 

http:officials.45
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to bribe and to sell on the black market, not to make decisions 

according to economic efficiency. Attempts have been made to 

clean out this corruption since he overthro,.r of Nkrumiah in 

February, I966, but since present decisions are largely based 

on allocation made in the past, the effects of earlier real

practices tend. to be perpetuated even though the corru-ztion 

itselV"has been eliminated. 

The ef'fects of the S.icensin3 system: 

Import licensing was initially successful in reducing
 

the level of Ghana's imports (Table 8). This success was quali-


Lfied, however, by its inability to prevent a 30 increase in the
 

value of imports in 1965. This sudden rise was attributable
 

46
primarily to political pressures to build ostentatious structures 

and to stock Accra's stores with impressive luxury goods for the 

1965 Conference of the Organization for African Unity. One 

problem with a system of direct control -- import licensing, as 

opposed to devaluation or import surcharges -- is that it is 

subject to direct political interference .which may not be con

sistent with the economic objectives. 

Consumer goods bore the brunt of the reductions under 

licensin., although :nachinery and equipment also fell sharply 

7- ost notably the infaw'ious "Job 600," a 12-story $20 million 
tower of luxury suites for vlsitinr. dirnitaries. It was so 
specialized for this use (e.g., 7--foot high windows to pre
vent assaasi1.-.tions) that Ghana has been unable t: use it 
since thic five d'.ys of the Conference, and it was built so 
hastly tt it be.--an crackin:c a-nd sinkli.n.- into the .;round 
by the midlle of 19Y. 



TABLE 8
 

LEVEL AND CO'POSITION OF IUTORTS 1960-66 
($ million) 

1960 (hare) 	 1961 1962 1963
 

363 (io0%) 	 400 327 365
Total imports: 

150 (41!) 165 138 121
Consumer non-durables: 

Consumcr durable§s 31 (9%) 33 21 23 

47 (13 ) 59 51 60
Intermediate meterials: 

118 (32%) 127 101 141
Producer durables: 

17 (5) 17 18 20
Fuels & lubricants: 

1964 1965 	 966 (-Share) 

351 (100.)341 448Total imports: 

129 95 (27%)100Consumer non..durables: 

14 (4)14 25
Consumer durables: 


65 (18%)
58 72
Intermediate materials: 

204 163 (47 %Producer durables: 149 

15 ( 4 .%)20 18
Fuels 8 lubricants: 

Source: Appendix, Table E.
 

Note: Import licensing was introduced in December, 1961.
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in 1962. The shift in the composition of imports , ay from 

consumcer goods had several sources: (a) a policy of reducing 

"non-essontial" ipports; (b) increasing domestic production of' 

consumer goods; (c) protection for these industries; and (d) 

input an. capital requirements for these industries (which had 

to be imported since little was produced domestically). Import 

licensing ,.,as the primary instrument for policies (a) and (c), 
and accelerated the trend toward a higher percentage of inter

mediate and producer goods imports associated with (b) and (d). 

Licensing was not entirely successful in implementing the
 

policy of excluding luxury items in favor of goods deemed 
necessary for health and nutrition. By 1965 staple foods such 

as milk, rice and sugar had to be rationed through queues. The
 

Olennu Commission Report cited examples of licenses being granted 

for luxury goods at the same time as denials were given to imports 

of foods classified as "essentitls." Licen sing was apt to lead 

to imbalances both because it opened opportunities for corruptive 

influences and because even the best-intentioned officials lacked 

the extensive informnation necessary to predict demand, domestic 

production levels, and foreign exchange availability.
 

Import licensing2 played a major role in protecting import

substitution industriez. 7.when the government felt that a domestic 

industry could produce enough goods of aoceptable quality to 

satisfy the domestic market, it refused to issue import Licenses 

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

-7T-See pp. 1?-13 above. 
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limited imports to ensure a share of the market to domestic fir'as
 

which could not compete with imports at world prices. The
 

resulting price rises riot only gave windfall profits to importers 

(rather than to exporters or the government), they created 

divergences between prices and opportunity costs which distorted 

incentives to future investors.48  In particular, investment
 

incentives were biased toward consumer goods, which were the
 

most severely restricted. Furthermore, 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 firms to obtain licenses 

for imports of the capital goods necessary for investment or of 

material inputs for production, regardless of the relative pro

ductivity of the import in the private vs. the public sector. 

If there had been domestic industies producing capital goods 

aMd inputs, private firms would have been able to compete for 

them against State enterprises. On the presumption that more 

efficient firms would be able to make higher bids for the inputs, 

there would have been a greater probability of resources being 

allocated in accordance with productivity than under the system 

U.An individual or the government might invest further in a 
protected industry based on its profitability at these raised 
domestic prices, whereas the same amount of goods might have 
been obtarinable with fev.er resources if they were devoted to 
production f'or export and the :oods were imported. Again, 

http:investors.48
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49of direct control through licensing. Instead, licensing was 

used for the political purpose of restricting the power of 

hanaian businessmen -- a class potentially threatening to 

Nkrumah's ability to consolidate power. 

Nkrumah's desire to increase trade with the centrally 

planned economies was implemented through licenses valid on 

bilateral accounts rather than in convertible currencies.
 

Ghana's trade with the U.S.S.I., China and Eastern European 

countries shifted from 5.4., of the total value of imports and
 

4.71 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 were partly another attempt to conserve convertible 

foreign exchange. Ghana initially (1962 and 1963) exported more 

to the centrally planned economies than it imported from them,
5 1
 

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 it paid higher than world prices
 

(or 	received lower value for its'exports than it could have 

Rarned on world markets). Vhen it requested particularly 

desirable items, such as capital goods from its bilateral 

partners, it sometimes met demands for payment in convertible 

currency rather than in trade pact commodities. It was forced 

48. 	 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 decis;ions-inakers. The bias in Ghana toward 
investment in consumer goods industries confirmts the fears 
of Power and Winston (see p. 12). 
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jams, wines, and'to accept many "non-essential" goods, such as 

even canned pineapples. The capital goods which it did get were
 

52
 

not always suitable.
 

Investment decisions, Import licensxln-, 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 
with sustained growth,

5 3
 

and it would be unfair to place too much blame on licensing
 

simply because it was a major instrument for effecting those
 

decisions. Ghana's experience suggests, however, that direct
 

controls such as licensing can compound the problems which brought 

them into existence. Ghana's balance-of-payments crisis in 1961 

arose from poor planning as to the level, structure, and pro

ductivity of public investment. Licensing made it possible for
 

the government to continue implementing such decisions by
 

Licensing disrestricting the sphere of the private sector. 


torted the incentives normally provided through the market 
and
 

49.--cept, of course, for divergences between prices and oppor-

tunity costs -- especially prices of goods which had risen 

through import licensing. The cumulationdue to protection 
of distortions opens up the "second-best" possibility of 

correctly-made partial decisions being wrong in a general 

equilibrium franicwo rk. 
50. 	Ghiatna, Economc Sur_.cy'.
 

trade agreement valuation.
51. Based on pace 
used 40..year-old

52. 	 A shoe factory built by Czechoslovakians 

heavy, outdated boots which
machinery designed to produce 


the style-conscious Ghanaians refused to buy.
 
2C- ,.53. See above, pp. 12-13 and 



government economic policies by rendering tariff and tax con 

siderations- 4 of seconlary importance, especially compared to 

the importance of personal favor and payment. The effectiveness 

of licensins .,as further weakened by attempting to use it to 

implement many policies, political and economic, making it very 

difficult to make decisions consistent either with different 

goals or with long-run general welfare. 

54.Tax incenti'es for investment wore established by the 
r'ioneer Industries and Coipanies Act, 1959, Fad the subse-
quent Capital Investments Act, 1963. But the tax exenptions, 
special capital allov-ances, and other concesslons per nittcd 
by thesie Acts were not systematically utilized until after 
the 1966 cou. 



PYESE1AT AND FUTURE POLICIES
 

The National Liberation Council, in.power since the over

throw of Nkrumah in February, 1966, has taken several steps away 

toward more reliance on market mechanisms.from, direct contrcls 


It initially 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
 

through restrictive fiscal and monetary policies (primarily the
 

reduction 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 

It began making more use of the tax incentives
inflation). 


authorized by the Capital Investments Act to attract foreign
 

investors. It recognized the dangers of inefficient and non

competitive operation associated with government control of
 

number of State firms to privateenterprise by trying to sell a 

investors, and to establish joint State/private owmership of
 

It should, however, establish more incentives for
others.56 


Ghanaian businessmen to develop badly needed managerial skills
 

small businesses to
in large-scale enterprise, rather than thle 


which they had previously been confined.
 

'Its accumu55. 
debts will now continue to restrict the availabilitylated 


of foreign exchan[rc 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 43*
 

This move represented an attempt 

to promote exports and domestic agriculture, the major sufferers
 

from the emphasis 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 raising domestic prices 

high enough to absorb the losses 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 their 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 allowing imports if people are willing
 

to pay the price. Equivalent domestic taxes should also be 

imposed to prevent biasing investment toward these consumer 

goods. The Government would gain b6th through increased 

56.One case illustrates the extent of waste in some of Ghana's 
public investments. The pharmaceuticals factory went to a 
foreign firm for only a quarter of its listed capital value. 
Although the arrreement 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 Covernment's efforts to restrain demand thus were import
ant to the success of devaluation then woul.I not have been 
successful, On the other hand, import licensin., failed to 
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revenues: 8 and through reduced costs of administering import 

licensing. Similarly, the Government should move toward open 

general licenses fbr intermediate goods and capital, with duties 

imposed on goods going to industries which do not merit pro

59
tection.


It is essential that Ghana evaluate the efficiency and 

appropriateness of its industries, both to determine which should 

be protected (because of external benefits or increasing returns 

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 	necessarily bring about the most productive use of resources. 

The domestic cost of saving foreign exchange by using the existing
 

capacity of one of Ghana's less inspired investments (e.g., the
 

steel mill) may well exceed that by expanding capacity 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 bag industries as examples. In order to promote 

sustained economic 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 1946 than a series of devaluations 
without controls would have. 

58. 	 This would also help offset the loss in revenues causbd by 
the shift in the composition of imports from high-duty 
consumer goods to low-duty capital and intermediate goods. 

59. 	 The tariffs wou.d be equivalcnt to selective devaluation. 
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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, tariffs, taxes and incentives which will guide
 

private and public decision-makers to the appropriate decision
 

without direct controls.
 



APPENDIX: TABLES
 

Note: Ghana has had three currencies in the 19 6 0's: the 
Ghanaian pound (LG1= $2.8); the cedi (01 = 1.167); and the new 
cedi (N01 = ,I.i until devaluation in July, 1967, when Nj1 = 
,O.98). Most figtures in the following tables are given in U.S. 
dollars to fascilitate comparisons between industrial production
and import figurces. No data are for the post-devaluation period. 



TABLE A
 

VALUE AND SH/RE OF GROSS OUTPUT IN CURRENT PRICES FOR MANUFACTURING
 

ACTIVITIES-BY MAIN GROUPS 1958-59, 1962-66 ($ million; % ) 

19581/ 19591/ 19622/ 19632/ 1964 2/ 1965 / 1966 / 

Food manufacturing industries except 

beverace industries: 
(0/(): 

4.0 
7.8) 

4.6 
(7.5) 

5.9 
(5.9) 

6.1 
(4.7) 

6.6 
(4.4) 

13.5 
(8.0) 

15.1 
(7.6) 

Beverage industries: 
(%):16.2 Be16.2n18.5:(14.4) 18.5 

14.4 19;4 
(14.9) 

20.0 
(13.3) 

24.8 
(14.8) 

30.1 
(15.1) 

. Tobacco manufactures: 
(%): 

(31.2) (30.3) 17.8 
(17.8) 

20.4 
(15.6) 

23.0 
(15.4) 

253 
(15.0) 

28.7 
(14.4) 

Manufocture of textiles: 
(%)( 

Footwear, other wearing apparel, and 
made-up textiles goods: 

(%): 

0.4 
(0.8) 

0.7 
( 1.2) 

0.5 
0.5) 

2.4 
(2.4) 

2.4 
(1.9) 

4.7 
(3.6) 

3.6 
(2.4) 

6.1 
(4.1) 

5.6 
(3.3) 

8.2 
(4.9) 

9.8 
(4.9) 

9.9 
(5.0) 

Wood and cork ( except funiture), 
sawmills, planing and other wood 
mills: 

N: 
20.5 
(39.6) 

22.2 
(36.4) 

28.6 
(28.6) 

28.2 
(21.7) 

30.2 
(20.2) 

32.7 
(19.4) 

31.8 
(16.0) 

Furniture and fixtures: 
: 

0.7 
1.3) 

1.0 
(1.7) 

3.5 
(3.5) 

3.9 
(3.0) 

4.9 
(3.2) 

4.3 
(2.5) 

4.1 
(2.0) 

I Paper and paper p'roducts: 
((): 

0.3 
(0.3) 

1.2 
(0.9) 

1.4 
(0.9) 

2.0 
(1.2) 

3.9 
(2.0) 



TABLE A (Con'd.) 

1958/ 1959 1/ 1962 V 1963 V 1964 _ 1965 V 1966 _ 

Printing, publishing and allied 
ingdstries: 

(%): 
3.2 

(6.2) 
2.5 

(4.1) 
3.4 

(3.4) 
5.7 

(4.4) 
4.4 

(2.9) 
4.7 

(2.8) 
7.6 

(3.8) 

Leather, leather cnd fur products: 
N: 

Rubber products:I.R'-P rd c s 

J 

0.5 
(1.0) 

0.8 
0.8 (0.8) 

( 1.2)0.07202821 0.8 

(0.8) 

0.6 
(0.5) 

0 .7 

(0.6) 

0.6 
( 0.4) 

2 .0 

(1.3) 

0.6 
(0.3) 

2 .8 

(1.7) 

0.6 
( 0.3) 

2 .1 

(1.1) 

Chemicals and chemical products: 1.1 2.8 7.9 14.1 18.9 16.0 23.1 

(/): 2.0) (4.6) ( 7.9) (10.8) (12.6) ( 9.5) (11.6) 

3. Petroleum products and coal: 

Non-metallic mineral products: 
((): 

--

0.6 
1.1) 

0.9 
(1.4) 

0.0 
(0.0) 

1.3 
(1.3) 

2.9 
(2.2) 

1.8 
(1.4) 

6.9 
(4.6) 

1.5 
(1.0) 

7.2 
( 4.3) 

2.0 
(1.2) 

7.3 
(3.7) 

4.2 
(2.1) 

Bcsic metal industries: " 0.7 0.8 1.0 2.1 1.2 

(%): (0.7) (0.6) (0.7) (1.2) (0.6) 

i. Metal products ( except machinery 
and transport equipment ): 

(): 
0.5 

( 0.9) 
1.1 

(1.8) 
8.0 

(8.0) 
10.0 

(7.7) 
10.9 

( 7.3) 
8.5 

(5.0) 
10.8 

( 5.4) 

Transport equipment: 4.1 5.3 3.0 5.9 5.4 5.9 6.7 

(/): ( 8.0) (8.8) (3.0) (4.6) ( 3.6) (3.5) ( 3.4) 



TABLi A (Con"d. ) 

19581/ 1959-1/ 1962-/ 1963- 1964- / 19651 / 1966 2 

Miscellaneous manufacturing industries: 
((): 

0.0 
0.0) 

0.7 
(1.1) 

0.6 
(0.6) 

1.4 
(1.1) 

2.5 
(1.7) 

2.2 
(1.3) 

1.9 
(0.9) 

TOTAL: b/ 

(0/) b/ 

51.7 

(100.0) 

61.0 

(100.0) 

99.9 

(100.0) 

130.3 

(100.0) 

149.8 

(100.0) 

168.2 

(100.0) 

198.8 

(100.0) 

a/ 

Y 

"Manufacturing" does not include mining, quarrying, construction 

Details may fail to add to totals because of rounding. 

or power. 

SOURCE: 

Sales: Ghana, 

2/Gross output: 

Industrial Statistics 1958 and 1959, . 15. 

Ghana, Economic Survey 1966, p. 68, No figures available for 1960-61. 



TABLE B 

I'DICES OF GROSS OUTPUT AI'D VALUE ADDED 

I :..A.UPAcTURINh, GROSS NATIONAL PRODUCT, 

A!D PRICES 

II-DICE FOR 
961 962 1963 

"ACUFACTURING IN FIXED PRICES (1962 
1964 
= 100): 

19.: I 

.ross OutDut: 

Annual ,roth 

Value Added: 

Annual gr0ith 

n.a. 

rate (s): 

n.a. 

rate (%): 

100,C 

100.0 

123.0 

23.0 

120.3 

20.3 

132.7 

7.9 

126.8 

5.4 

133.7 

C. 

134.0 

5.7 

13C..3 

12.

i-.; 

17.1 

"IOLESALkE PRICE IN'7DEX FOR IMANUFACTURED 

n.a. n.a. 

ARTICIES (1961 

1.15.2 118.8 

= ICO): 

129.2 13^.4 

INDEX OF GROSS NATIONAL PRODUCT IN FIXED PRICES (1960 = 1CO): 

103.2 108.7 111.6 114.7 115.5 

Annual growth rate 3.2 5.3 2.7 2.7 0.7 

117.3 

1.6 

I0.L-LICIT G1P PRICE INDEX (1960 = 100): 

103.3 105.5 114.1 124.0, 145.5 15C.A 

Source: Ghana, Economic Survey 1966. 



TABLE 0
 

VALUE ADDED IN MANUFACTURING: SHARE IIN GROS S
 

DOMIESTIC PRODUCT AND TOTAL INDUSTRIAL OUTPUT
 

1958-1966 ($ million) 

1958 19 1960 1961 1962 

VALUE ADDED IN MANUFACTURING: 

Current prices: 28.5 33.4 n.a. n.a. 57.4 
1962 prices: 57.4 

GROSS DOMESTIC PRODUCT: 

Current prices: 1092 1246 1338 1431 1532
 
1960 prices: n.a. 1245 1338 1386 1453
 

SHARE OF MANUFACTURING VALUE ADDED IN GROSS DOLIESTIC PRODUCT
 
(Current prices; %):
 

2.6 2.7 	 3.7
 

SHARE OF XANUFACTURI:.G IV GROSS INDUSTRIAL OUTPUT 
(Current prices; %):" f2.7 47.9 	 58.3
 

1963 1964 a6 1 966 

VALUE ADDED IN MANUFACTURING:
 

Current orices: 73.6 82.7 97.3 119.1
 
1962 prices: 69.0 72.8 76.9 90.1
 

GROSS DOMESTIC PRODUCT:
 

Current prices: 1691 1900 .2251 2510
 
1960 prices: 1504 1536 1557 1574
 

SHARE OF MANUFACTURING VALUE ADDED IN GROSS DOMESTIC PRODUCT
 
(Current prices; %):
 

4.3 4.4 4.3 4.7
 

SHARE OF MANUFACTURING IN GROSS INDUSTRIAL OUTPUT 
(Current prices; %):
 

63.7 66.6 62.1 68.2
 

Source: Ghana, Indusjtrial. Statistics 1958 & _9_9; Ec.-onomic Surve 1.66. 
n.a. 	 = not available. 
N.B. 	 Althour4h the procedures and questionnaires used in the 1958-59 

Industrial Survey are not inconsistent vith thos3 used since 
1962, some minor changes were made, and coverage probably
became more comipletc. 



TABLE D 

VALUE AND SHARE OF GROSS MANUFACTURING 

OUTPUT IN CURRENT PRICES BY TYPE OF 

OWlERSHIP 1962-1965 ($ million; %) 

962 1963 1964 1965 1966 

STATE OWNED: 11.8 18.6 20.9 29.0 38.7 
(0): (11.8) (14.3) (13.9) (17.2) (19.5) 

JOINT STATE/PRIVATE:
(7): 

7.1 
(7.1) 

9.6 
( 7.4) 

10.9 
(7.3) 

16.8 
(10.0) 

21.0 
(10.6) 

CO-OPERATIVE: 0.1 0.4 0.9 0.4 0.5 
(0.1) ( 0.3) (0.6) (0.2) (0.3) 

PRIVATE: 80.9 101.7 117.2 122.0 138.5 
W: (80.9) (78.1) (78.2) (72.5) (69.7) 

TOTAL: 99.9 130.3 . 149.8 168.2 198.8 
W: (100.0) (100.0) (100.0) (100.0) (100.0) 



TABLE E 

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

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

1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 

NSUMZRS' GOODS: 
CHO) 

110.9 
(55.7) 

140.8 
(57.2) 

134.8 
(54.1) 

153.9 
(56.9) 

129.1 
(54.5) 

159.3 
('50.3) 

181.3 
(50.0) 

196.1 
(49.0) 

158.6 
(48.5) 

149.9 
(39.4) 

114.2 
(33.5) 

153.8 
(34.3) 

108.7 
(31.0 

NON-DURABLE: 
(%): 

92.0 
(46.2) 

116.4 
(47.3) 

109.4 
(43.9) 

128.5 
(47.5) 

106.4 
(44.9). 

133.4 
(42.1) 

150.2 
( 41.4) 

164.8 
(41.2) 

138.0 
(41.6) 

120.9 
( 33.1) 

100.3" 
(29.5) 

128.8 
(28.7) 

95.2 
(27.2) 

11. 

12. 

13. 

14. 

15. 

16. 

Food: 
((): 

Drink: 
(%)( 

Tobacco: 
f0): 

Textiles: 
(%); 

Footwear. 
(%'): 

Others: 
(Q: 

20.4 
10.3) 
5.8 
2.9) 
4.4 
2.2). 

44.1 
(22.2) 

2.3 
( 1. 1) 

14.9 
(7.5) 

26.0 
(10.6) 

7.1 
( 2.9) 

5.3 
( 2.2) 
56.4 

(22.9) 
2.7 

( 1. 1) 

18.9 
(7.7) 

26.1 
(10.5) 

7.0 
( 2.8) 

4.9 
( 2.0) 
48.6. 

.(19.5) 

3.0 
( 1.2) 

19.7 
(7.9) 

33.4 
(12.3) 

6.3 
( 2.3) 

4.7 
( 1.7) 

57.7 
(21.3) 

3.7 
( 1.4) 

22.7 
(8.4) 

28.7 * 

(12.1) 
5.9 

( 2.5) 
4.6. 

( 1.9) 
42.2 

(17.8) 
2.6 

( 1. 1) 

22.4 
(9.5) 

37.2 
(11.8) 

6.9 
( 2.2) 

5.1 
( 1.6) 

53.1 
(16.8) 

4.4 
( 1.4) 

26.7 
(8.4) 

41.1 
(11.3) 

7.5 
( 2.1) 

3.1 
( 0.9) 
60.7 

(16.7) 
6.2 

( 1.7) 

31.6 
( 8.7)" 

51.1 
(12.8) 

6.5 
( 1.6) 

3.3 
( 0.8) 

66.5 
(16.6) 

7.6 
( 1.9) 

29.8 
(7.4) 

45.3 
(13.9) 

1.7 
( 0.5) 

2.0 
( 0.6) 

54.1 
(16.6) 

3.8 
( 1.2) 

28.8 
(8.8) 

36.1 
( 9.9) 

1.3 
( 0.3) 

2.1 
( 0.6) 
48.2 

(13.2) 
4.7

( 1.3) 

28.7 
( 7.8) 

38.8 
(11.4) 

0.4 
( 0.1) 

1.6 
( 0.5) 
37.8 

(11.1) 
2.8

( 0.8) 

18.9 
(5.6) 

35.2 
( 7.9) 

1.1 
( 0.2) 

2.1 
( 0.5) 

55.8 
(12.4) 

5.6
( 1.2) 

29.0 
(6.5) 

40.8 
(11.6) 

0.6 
( 0.2) 

2.0 
( 0.6) 
29.5 

( 8.4) 
2.3

( 0.7) 

20.0 
(5.7) 

DURABLE: 18.9 24.3 25.4 25.4 22.7 25.9 31.1 33.0 20.6 23.0 13. 25.0 13.5 

ON: 9.5) , (9.9) (10.2) (9.4) (9.6) (8.2) (8.6) (8.2) ( 6.3) (6.3) (4.1) (5.5) (3.8) 

21. 

22. 

Private rood vehicles: 

Others: 
(( 

() ( 
6.0
3.0) 

12.9 
6.5) 

( 

( 

8.0
3.2) 

16.3 
6.6) 

( 

( 

8.9
3.6) 

16.5 
6.6) 

( 

( 

9.2
3.4) 

16.2 
6.0) 

( 

( 

7.9
3.3) 

14.8 
6.3) 

( 

( 

9.6
3.0) 

16.4 
5.2) 

( 

( 

12.7
3.5) 

18.5 
5.1) 

11.7
( 2.9) 

21.3 
( 5.3) 

( 

( 

7.2
2.2) 

13.4 
4.1) 

_. 

( 

8.8
2.4)-

14.2 
3.9) 

-

( 

4.4
1.3) 

9.5 
2,8) 

( 

( 

7.6
1.7)--( 

17.4 
3.8) (. 

7.3
2.1) 

6.2 
1.7) 



TABLE E (Con'd.) 

1954 1955 1956 19.57 1958 1959 •1960 1961 1962 1963 1964 1965 1966 
.ODUCERS' GOODS: 76.7 92.2 101.7 100.1 92.2 141.9 165.1 185.4 152.1 201.0 206.7 276.2 227.7 

(38.6) ( 37.5) (40.9) (37.0) ( 38.9) (44.8) (45.5) (46.4) (46.5) (55.1) (60.7) ( 61.6) ( 64.9) 

RAW SEMI-FINISHED 
MATERIALS: 25.7 

(12.9) 
29.1 

(11.8) 
32.9 

(13.2) 
37.3 

(13.8) 
37.3 

(15.7) 
44.7 

(14.1) 
47.4 

(13.1) 
58.7 

(14.8) 
51.0 

(15.7) 
59.7 

(16.4) 
57.6 

(16.9) 
71.9 

(16.1) 
64.6 

(18.4) 
41444. Food,.drink, tobacco: 

(%):
42. Agriculture production: 

(%): 
.43. Mining, indush'y end 

commerce: 

11.8 
(5.9) 

3.1 
(1.6) 

10.8 
(5.4) 

12.1 
( 4.9) 

2.8 
(1.1) 

14.2 
(5.8) 

14.3 
( 5.8) 

5.2 
(2.1) 

.13.4 
(5.4) 

16.6 
( 6.1) 

5.4 
(2.0) 

15.3 
*(5.7) 

13.8 
( 5.8) 

5.2 
( 2.2) 

15.1 
( 6.4) 

17.3 
(5.5) 

8.2 
(2.6) 

19.2 
(6.1) 

18.8 
( 5.2) 

7.5 
( 2.1) 

21.1 
( 5.8) 

23.8 
( 6.0) 

8.6 
( 2.2) 

26.3 
( 6.6) 

18.5 
( 5.7) 

8.4 
( 2.6) 

24.1 
( 7.4) 

18.1 
(5.0) 

8.5 
( 2.3) 

33.1 
(9.1) 

21.6 
(6.3) 

3.7 
( 1.1) 

32.3 
(9.5) 

18.6 
( 4.2) 

7.3 
( 1.6) 

46.0 
(10.3) 

18.0 
( 5.1) 
8.1 

(2.3) 

38.4 
(11.0) 

JRABLE PODUCER GOODS: 
(%): 

51.0 
(25.6) 

63.2 
(25.7) 

68.8 
(27.6) 

62.8 
(23.2) 

58.1 
(24.5) 

97.1 
(30.7) 

117.8 
(32.4) 

126.7 
(31.7) 

101.1 
(30.8) 

141.3 
(38.7) 

149.1 
(43.8) 

204.3 
(45.6) 

163.1 
(46.5) 

5. Producers' materials
(for construction): 

(():
6+7.Producers' equipment: 

(%): 

22.9 
11.5)
28.1 

(14.1) 

30.5 
(12.4)

32.7 
(13.3) 

31.1 
(12.5)

37.7 
(15.1) 

27.8 
(10.3)

35.0 
(12.9) 

25.2 
(10.6)

32.9 
(13.9) 

37.7 
(11.9)

59.4 
(18.8) 

39.2 
(10.8)

78.5 
(21.6) 

51.8 
(13.0)

74.9 
(18.7) 

41.3 
(12.6)

59.8 
(18.2) 

51.0 
(14.0)

90.3 
(24.7) 

58.2 
(17.1)

90.9 
(26.7) 

69.1 
(15.4)
135.3 

( 30.2) 

55.9 
(15.9)
107.3 

(30.6) 

ELS AND LUBRICANTS: 11.4 13.1 12.5 16.7 15.6 15.3 16.5 16.8 18.3 20.2 19.6 18.0 14.5 
(N: (5.7) , (5.3) ( 5.0) (6.2) (6.6) (4.8) (4.5) (4.2) ( 5.6) (5.5) (5.7) (4.0) (4.1) 

)TAL 198.9 246.1 249.0 270.7 236.9 316.5 362.9 399.9 326.9 365.1 340.5 448.1 350.9 
(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 %,il to cd6 to totals because of rounding. 

S-- : C...., T,- ScCst:cl Yetr-c ; Economic Surveys. 



TABLE E (Con'd.) 

'RODUCERS' GOODS: 
(0/): 

1954 

76.7 
(38.6) 

1955 

92.2 
( 37.5) 

1956 

101.7 
(40.9) 

19.57 

100.1 

(37.0) 

1958 

92.2 

(38.9) 

1959 

141.9 

(44.8) 

-1960 

165.1 

(45.5) 

-
1961 

185.4 

(46.4) 

1962 
152.1 

(46.5) 

1963 1964 
201.0 206.7 

( 55.1)-''( 60.7) 

1965 
276.2 

(61.6) 

1966 
227.7 

(64.9) 

RAW SEMI-FINISHED 
MATERIALS: 25.7 

(%):12.9) 
29.1 

(11.8) 
32.9 

(13.2) 
37.3 

(13.8) 
37.3 

(15.7) 
44.7 

(14.1) 
47.4 

(13.1) 
58.7 

( 14.8) 
51.0 

(15.7) 
59.7 

(16.4) 
57.6 

(16.9) 
71.9 

(16.1) 
64.6 

(18.4) 

41444. Food, drink, tobacco: 
(%): 

42. Agriculture production: 
(%a): 

.43. Mining, industry and 
commerce: 

(0/): 

11.8 
(5.9) 

3.1 
(1.6) 

10.8 
(5.4) 

12.1 
( 4.9) 

2.8 
(1.-1) 

14.2 
(5.8) 

14.3 
( 5.8) 

5.2 
(2.1) 

13.4 
(5.4) 

16.6 
( 6.1) 

5.4 
(2.0) 

15.3 
*(5.7) 

. 

13.8 
( 5.8) 

5.2 
( 2.2) 

"15.1 
( 6.4) 

17.3 
( 5.5). 

8.2 
( 2.6) 

19.2 
( 6.1) 

18.8 
( 5.2) 

7.5 
( 2.1) 

21.1 
( 5.8) 

23.8 
( 6.0) 

8.6 
( 2.2) 

26.3 
( 6.6) 

18.5 
(5.7) 

8.4 
( 2.6) 

24.1 
( 7.4) 

18.1 
( 5.0) 

8.5 
( 2.3) 

33.1 
(9.1) 

21.6 
( 6.3) 

3.7 
( 11) 

32.3 
( 9.5) 

18.6 
(4.2) 

7.3 
(1.6) 

46.0 
(10.3) 

18.0 
( 5.1) 

8.1 
( 2.3) 

38.4 
(11.0) 

)URABLE PRODUCER GOODS: 
(%): 

51.0. 
(25.6) 

63.2 
(25.7) 

68.8 
(27.6) 

62.8 
(23.2) 

58.1 
(24.5) 

97.1 
( 30.7) 

117.8 
(32.4) 

126.7 
( 31.7) 

101.1 
( 30.8) 

141.3 
( 38.7) 

149.1 
(43.8) 

204.3 
(45.6) 

163.1 
(46.5) 

5. Producers' materials 
(for construction): 

(O): 
6+7.Producers' equipment: 

(%): 

22.9 
(11.5) 

28.1 
(14.1) 

30.5 
(12.4) 

32.7 
(13.3) 

31.1 
(12.5) 

37.7 
('15.1) 

27.8 
(10.3) 

35.0 
(12.9) 

25.2 
(10.6) 

32.9 
(13.9) 

37.7 
( 11.9), 

59.4 
( 18.8). 

39.2 
(10.8) 

:. 78.5 
f(.21.6) 

51.8 
(13.0) 

74.9 
(18.7) 

41.3 
(12.6) 

59.8 
(18.2) 

51.0 
(14.0) 

90.3 
(24.7) 

58.2 
(17.1) 

90.9 
(26.7) 

69.1 
(15.4) 

135.3 
(30.2) 

55.9 
"(15.9) 

107.3 
(30.6) 

'IELS AND LUBRICANTS: 
(O): ( 

11.4 
5.7) 

13.1 
(5.3) 

12.5 
(5.0) ( 

16.7 
6.2) ( 

15.6 
6.6) ( 

15.3 
4.8) 

16.5 
(4.5) ( 

16.8 
4.2) ( 

18.3 
5.6) 

20.2 
( 5.5) 

19.6 
(5.7) 

18.0 
(4.0) 

14.5 
(4.1) 

OTAL-

(%): 

198.9 

(100.0) 

246.1 

(100.0) 

249.0 

(100.0) 

270.7 

(100.0) 

236.9 

(100.0) 

316.5 

(100.0) 

362.9 

(100.0) 

399.9 

(100.0) 

326.9 

(100.0) 

365.1 

(103.0) 

340.5 

(100..0) 

448.1 

(100.0) 

350.9 

(100.0) 

Details may fail to cdd to totals because of rounding. 



TABLE F 

I.MOITS AS A SHARE OF CONSU:,,PTION 

E2U:-DITURES, 1955, 1960-66 
( million; .7,) 

FOOD 1955 1960 1961 19G_?
 

Imports: ?6.0 41.1 51.1 45.3 
Consumption: 350 459 543 601 

Local: 316 403 473 528 
Imported: 1 36 56 70 73 
Imported share: I0 12% 13 12 

,hImports: 7.0 9%4, 9!. 

BEVERA3ES AID TOBACCO 

Imports: 12.4 10.6 9.8 3.7 
Con stnption : 39 49 59 56 
o Imports: 32% 22-' 17%7 

CLOTHING AlD OTHER TEXTILES 

Imports: 59.1 66.9 74.1 57.9
 
(textiles & footwear) 

Consumption: 123 160 188 160 
&-Imports: 48- 44e 39e 36% 

DURABLE GOODS
 

Imports: 24.5 31.1 33.0 20.6 
Consumption: 28 31 39 31 
%Imports: 87; 100% 857 66% 



TABLE F 
(cont.) 

FOOD 	 1963 1964 1965 19166
 

Imports: 36.1 38.8 35.2 40.e
 
Consumption: 697 811 1065 1243
 

633 738 1002 1169
Local: 

73 63 74
IMorted: 164 


90 9%1Imported share: 

Da 3.1 YOImports: 	 5t 

BEVER-A3ES AlD TOBACCO 

Imports: 	 3.4 2.0 3.2 2.6 
56 74
Consump tion: 64 62 


4 Imports: 5% 3f 6% 4%
 

CLOTHING A1D OTHER TEXTILES 

Imports: 52.9 40.6 61.4 31.8 
(textiles & footwear) 

Consumption: 148 '132 210 127 
I Imports: 	 36e 31% 29% 25
 

DURABLE 	 GOODS 

Imports: 23.0 13.9 25.0 13.5 
Consumption: 36 22 45 27 
,6Imports: 64%. 635 56! 507 

Source: 	 Import values: Table E;
 
Consumption expenditures: Ghana, Economic Surve 196,
 
p. 	17.
 

1. 	 "Imorted share" is the oroportion of imports as reported in
 
the consumption statistics.
 

.0 Imports" renresents imports reported by end-use as a 
perce1t~ac or the value Aiven for consumotion. 

Note: The figu.:re "[ imports" should not be interpreted as the 
exact proportion of consumption expenditures spent on foreign 
goods, since there is no presumption that all goods under an 
"imports by end-use" c-terory in a particular year were purchased 
for con;'.uwt.ion In that ye-ar. The discrepancy bet,.een tha con
sumption , fi:-ures for imports and the c: d-use fixtures 
Indicatcs t....r the latter do not represent the exact level of 
conz.30e.' ex.:ienditures on i., ports, though they appear to reflect 
trends accur- tely. 



TABLE G
 

GROSS3 DOMESTIC "APIT.4L F0.,ATIO, AN-D GENRAL
 

GOVErnmE1ENT C.APIIAL EENDITURE
 
(current prices, NO million)
 

Average 
1950-55 1958 1959 1960 1961
 

GROSS DOM:,ESTIC
01PITAL FO .:ATION 52.4 110 154 194 210 

(G.DCF) (i,:g) 
Machinery and other 16 28 38 30 
equi ment: 

Average
 

1950-55 1958/59 59/60 60/61 61/62
 

CENTRAL GOVEJAENT CAPITAL EXPENDITURES: 

Economic Services:(NTn 29.0 30.2 44.2 53.6
 
9.4
 

- GDCF:1 17.8 22.0 17.3 22.1 29.5
 

Mineral resources,
 
manufacturing and
 
construction. (Nom): 3.8 4.8 7.6 18.8.
 

;o total government 
capital expenditure: 6.2 7.1 8.6 20.1 

EGDCF: 2.9 2.8 3.8 10.31
 
., ..' . , .1 ,2 17 .3 14.5 22 .4 67.1 



TABLE G (cont.)
 

1962 1963 1964 1965 1966 
GR03S DO,,,,.ST±ic 
C.UITAL F01,.ATION 194 218 232 271 246 

Machinery and other 
equi pment: 26 44 36 59 49 

61/624 62/63 63/64 3/644 1965 1966 

ENT OAPITAL EU.DITURES:
CENTRAL GOV,'.' ...


Economic Services: 74.6 61.0 57.4 81.8 83.0 38.4 

DOF 1 30.7 29.1 25.1 28.6 30.6 15.6
 

Mineral resources,
 
manufacturing and 
construction (14m): 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: 

,, GDCF: 1 10.9 4.9 8.7 9.9 9.7 8.4 

SMI&E: 1, 2 77.1 25.8 52.1 60.4 44.6 42.2 

Source: Ghana, Economic Surveys, 1955, p. 14; 1961 p. 107; 1963 
p. 133; 196 pp. 18, 107. 

1. A weighted average of GDCF or M&E is taken to give a corres
pondence to the fiscal year figures of the government capital
 
expenditures. Thus, the divisor for GDCF for 1958/59 = 132 = 
S(11o + 14). 

2. This measure is useful only as an indicator of trends, since
 
the goverrment capital expenditure fiure for mineral resources,
 
etc., includes items not in i1M&E. 

3. Total Government capital formation, all services, multiplied 
by a correction factor of ; (the approximate average share of 
economic services in total capital expenditures in 1959-62; 
the proportion was certainly no higher than this in the early 
1950's). From 1951 to the end of 1955, only 8;, (or N1 10 
million) of actual Development Projramme expenditures had gone 
to economic services to agriculture, industry and trade, and 
only 3" (or YO 4 million) specifically to comerce and industry. 

I. Covers 15 months. 

http:DO,,,,.ST


TABLE H
 

OENTRAL GOVEMr,'IIT REVAJE AND EGEI'iDITURE
 
1950-51 to 1966 

Year 
Revenue 
I ' 00 Index 

Expenditure 
K0o' COO Index 

Surplus '(4) or 
Deficit C-) 

"",'g0Q0 

1950-51 41,703 1CO.0 34,329 100.0 +7,374 

1951-52 77,664 186.2 45,925 133.8 +31,739 

1952-53 84,068 201.6 75,234 219.1 +8,P34 
1953-54 96,326 231.0 91,749 267.3 +4,577 

1954-55 160,401 384'.6 90,198 262.7 +70,903 

1955-56 1C4,946 251.7 95,440 278.0 +9,506 

1955-561 128,000 306.9 127,401 371.1 +599 

1956-57 98,831 237.0 110,496 321.9 -11,665 

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 

1960-61 166,455 399.1 215,493 627.7 -49,038 

19.51-62 150,026 359.7 228,625 666.0 -78,599 

1961-j'21 194,198 465.7 299,935 873.7 -105,737 

1962-63 165,011 395.7 265,400 773.1 -100,389 

1963-64 245,037 587.6 288,362 840.0 -43,325 

1963-641 293,379 703.5 377,434 1,098.5 -84,055 

1965 283,978 680.9 361,551 1,053.2 -77,573 

1-6- 230,875 553.4 268,377 781.8 -37,502 

Source: Econo.nic Survey 1966, P. 101. 

1. Covers a period of 15 months 



TABLE I
 

GHANA'S TOTAL FOREIGN EXCHANGE ASSETS
 

195.0-1964 ( million)
 

Total overseas assets 
End of period ( million) 

1950 317.5
 

1951 375.2
 

1952 	 406.3 

448.6 

1954 552.4 

1955 582.4 

1953 


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, Cocoa Marketing Board, 
Banking Institutions, Local Authorities, Higher Educational 
and Other Official aid Private Instituti6ns.
 

Source: 	 Birming;ham, et .al, p. 319; 
Bank of Ghana, Eort (30th June, 1965). 

Note: 	 Figures for 1965 and 1966 are not included because 
definitional chan-es re.der them inconsistent with these 
data extending; back to 1950. 


