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DIVELOPMENT ECONOMICS IN ACTION: A STUDZ OF ECONOMIC POLICIES IN GHANA

CHAPYIZR 3: THE ECONOMIC STRATEGIES OF NIRUMAL AND HTS SUCCESSORS

by Tony Killickw

It was asserted in the previous chap:cer that economic policies
in Ghana represented an anpplication of many of the leading ideas in
developmant economizs during tha sixties, and it is for this reason
that this study may lay claim to the attention of some readers who
themsalves have no direct interast in Chana. During the £irst half of
the sixties, until the deposition of President Nkrumah early in 1966,
economic policies ware inspired by a vision of the nature and process
of eéconomic modaruisatisn similar to, and influenced by, that of many
economists. And later in the decade the country's new rulers began to
turm to policies which in soma measure reflected the changing concerns
of developnant economists. Such, at least, is the thesis of this boolk,
and the task of this chaptzr is to sat out the economi:.strategies of
successive governments in Ghana and to demonstrate their afSfinities
with the ideas surveyed in Chapter 2. The emphasis in what follows is
on the Nkrumah period, as it is ia the book as a whole, for ig was then
that the drive for development was at its strongest and policies ware

a~ their most challangzing.
o =}

*Rssearch Fellow of the Developmant Advisory Sarvice, Center for Iater-
national Affairs, Harvard University. I should like to acknowladga

the valuabla help of Y. Adu-Bozhene and J. S. Awutu, who greatly
assisted mz in collacting and orgaaisiag material f£or this chapter.
Rasponsibility for waat is written hoere is, however, mine alone.
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There 13, howevar, a problem of authentication to ba cleared
out of the way first, The views of Nkrumoh, his colieagucs and his
professional plannzrs were not always in agresment with cach other,
nor were they alwavs intermally consistent or even coherent. More-
over, they changed over time, The sama can b2 said, although with
less force, of those who ruled from 1966{ How, then, is it possible
to offer.a statement of economic strategies that has a plausible
claim to be an accurate reprzsentation of the real thinz? An casy
way out is to look at what the davelopment plans said but that will
not do, for often the plans did not provida an accurate guide to the
actual working intentions of the govarnnments that published thcm.l
For the Nkrumah period my general approach has been to take the most
consistently exprassed viaws of Nkrumah himsalf as the basis from
which to work. Party documents, the views of other members of his
government, the coatants of the development plan and other official
documents have been cited as supplamentary sources but only whea they
werz consistent with the known views of The Leader. The complete
domination of the man over his goverament and party makas this a more

fruitful way of going about the problem, Howaver, even Nkrumah's

public viaws cannot be taken uncritically, for statesman often say

(4

llt is often said, no doubt rightly, that developmant plans are
mostly written to impress foreign aid donors, but it sometimas scems
to mz that they are written for acadamies. Maay scholars solemmly
quote national development plins to describe public priorities and
policies when a nodding acquaintance with the country in question
would conviace them that the plan was not regardz2d as performing an
operational function at all,



things they do not rcally believe and their actions frequently depaxt
from their declarzd tatentions. In the spirit of tha advice of a
member of Precsident Higwn's First administration, "Doa't listen to
what we say, watch whalt we da', I have preferred to tak: the actions
of the governments of Ghana as a better guide to thzir intentions than
their public pronouncennts, whanevar there is a major diffcrence

betwaen tha two,

I, FRUMAT'S DEVELOPMENT STRATEGY

Changes in ileology and policy, 1959-1952

Ghana becana self-governing as sarly as 1951 and achievad full
indepeadance in 1957. ¥lerumah and his Coaveutin: People's Party
(CPP) were im powar continuously from 1951 with the coup of 1366. But
the period in which Nerumah's policies were distinctively iifferent
from those of the colonialists he had fought so vehemently was much
shorter, aad 1961 can conveniently if a little arbitrarily be nomiaated
as the year in which Nk rumah looks decisively with the policies he
inherited from the British.

By 1961 Nkruman neadad a change of direction. Ghanaians ‘had been
encouraged to believe that removal of the despised colonialirts and their
replacement by Ghaaaians would bring manna to all. "1f we get self-
governmant," Werumah said in 1949, "wa'll traasform the Gold Goast into
a paradise in ten ycaxts"2 and an observor had noted chat every trade

union meeting he attendad was devoted to politics: nTheir standard of

———— T e = b

zéihgnti pionzer (Kumasi), 5 March 1949, «cited by Fitch and
Oppanheimer, D. 25.
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living could not be thought of as being separate from thoir colonial
sta:us..."3 Woch full political indepandence now achiesved and with
his party in undisputed control, Nkrumah's dilzmma was the classizal
one of the nationalist leader: how to maintain the momentum and how to
satis€y the appatites whetted by the succaessful anti-colonial crusada.

In point of fact aad as will be szen in the next chapter, the
growth of the cconony ia the fiftiss was far from negligible, but
still thare were unsatisfisd expectations and there is evidence that
at the begimning of the sixties Nkrumah was worried about a real or

4 .

imazined loss of suppr:t. Espaczially, it was;negessary to repay the
loyalty and work of party activists, for a belief‘that it would benefit
them materially was sue of the chief motives of their work. Owusu has
described the hard corz of CPP support as ceoming from people 'wio felt
that they were suffering from relative economic deprivation and had
strong desires for improving their ~conomic (or class) sta:us"sand
:that description fits the fincings of most students of fhe CPP. In
particular, the party cams to be associated with the young generation
of Ghanaians who had insufficient aducation to gilve them an adéqua;a
literacy of vocational skills, but sufficient of it for them to aspire

6 .
to a white collar job, or at least a city job. 'Standard VIL boys'

3
Richard Wright cited by Fitch and Oppenheimer, p. 99. Even as

laca as 1964, whea it should have kaowa batter, the CPP was pushing
the slogaa, 'Vote for the Party and all other things shall be added
unto you.' (Ghanaiin Tines, 24 January 19064).

4

See Krause, 1971, p. 44.
s :

Owusu, 1970, o. 299,

6S--m Austin, 1964,
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they were ealled, emphasising both the significance of their education
and Lts limitations. ‘A mova parjorative term was "verandah boys', for
they were said to slcep on the vorvandahs of thelr masters or relatives,
unable tr afford anvthiag better. The rewards thzy soucht for their
support of tha party were juls~=jobs in the towns, nrefarably in an

office.

If the Standard VII graduates typifiec the basis of the CPP's sup-
port Lthey certainlj did not comprise its wholz, for the party had some
aspects of a genuine mass movement, drawing éupport from most walks of
1ife except the intzlligentsia and the chizfs. The motivatior. for sup-
port was mo>re economic than an iafatuation vizh the charisaz of Nerunah,
For the astivists the objective of szlf-government and independence

"wyas nothing but the fmnediats,..elimination of unemploywent and high

4
cost of living aad thea bringing about of a batter price for cocona and
7

che YAfricanization' of 'European appointment'... The 'struggle for
independence' 1increasad poli:ical consciousn=2ss and sasadad up the
process of modernisation already under way. This for the first time
brought to the fora ralatively wall organi;ad, articulate and polip-
ically influential interest groups who exerted their pressurcs on the

government and expacted more sympathetic responses than they would

. 9 N . .
have received from the colonialists. Since it appearad tnat

- -

Owusu, p. 183.

81t was not much of a struggle, ror the British bulldog was
growving both waakar and wisar,

9

See Krause, passim.



paraiisz would, after all, take a little longzer than ten years, Nkrumah

was brought face to fie: with the impnasidility of maeting all thoir
claims. One vesponsa to this dilemnu, and a successful one from his

poiat of view, was o 'iiternalise' the wmore powerful pressure groups,

, . 12 . s .
to make them winzs of the party ¥ oand (becanse the distinction botween

party and state became increasingly hard to draw) of thz governmoat

itself, To a certaln poiat Wkrumah capturzd the lobbies; they wove
.dependent on him instead of he on they., But only up to a point; even
if internaliszd they still exected pressuras and wrung concessions.
No one was more actuely aware than Nkrumah of the frazils
economic basis of his support:

One may sonstimzs wonder if the Western Powars fully understand
the dilamaa €aszing politizal laaders in the caergent lands.
They havz gainad ind:peadence for their peoples. The hazards
and excitements of the sirugzla 1iz behiad,  Anead lies the
workadwy world ta which puopl: must live and eat and hope and
prosper. Independance of itself does not chanza this world,
It simply crz2atas the rigat political atmosphere for a real
effort of national regenaration, But it does not supply all
the ecoaomic and sozial thols. The laaders ars now expected,
simply as a result of having acquired iandepeadence, to work
miraclas. 1l '

(He forgot to add that miracles were what he had promised.) Agzain:

Wa cannot tell our peoplas that material bencfits and growth
and modern prozrass are not for them. If we do, they will
throw us out and seek other laaders who promisz moze. Awl
they will abandon us, too, 1€ we do not ia ra2asonable mesasure
respond to their hopes.12?

10 . .
Organizations r2presenting the trada unions the farmers and their
cooperative movement, the market woman, and the youth were all formed
iaco 'integral wings' of the TP,

l&&rumah, 1953, ». 51,

lzﬂkrumah, 1961, o, 145,
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Modernisation, we have hinted, can be a disintepgrative force.
Economic specialisation throws up organiscd interest groups of real
power., Urbanisation and cducation, which are almost defining charac-
teristics of mrdernisation, break up traditional authority and create
socially chaotic conditions in the cities. Sociecties which start
with a stronz sense of identity and cohesion can usually absorb thes:
shocks sécieties that have been arbitrarily carved out by colon-
ising powers and whose members' primary loyalties are likely to be
to the family, clan or tribe rather than to ‘the nation arevsocie-
ties which can crumble under the impetus of modernisation, As Apter
has put it, '"Mon-industrial modernizing societies... lack the power-
ful integrating thrust found in industrial societies. Social organ-
isétions are more chaotic and confused. Politics becomes the mechan-
ism of integration, and authicity is the critical problem confronting
the leaders."13

Nkrumah had the task of building a nation that contained strong
disruptive forces. Organised opposition to Nkrumah during the fifties
had been strongest in the Ashanti region, where there had been some
resurgence of Ashanti ‘nationalism'. Even CPP Ashanti lMembers of
Parliament had voted against their government for a larger Ashanti
representation in the legislature in 1953M and just a few months
before independence, in November 1956, the opposition National Libera-

tion Movement had threatened to declare a separate independence for

13Apter, 1965, p. 42,

(.
I.Genoud, 1969, pp. 90-91.
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Ashanti and called for a partition commission to apportion the assets
and liabilities of the country, There were similar divisive tend-
encies in the Ewe-spcaking Volta region, with a substantial movement
in favour of seceding from Ghana and joining Togo, also Ewe-speaking
and administered as a French colony. There were eQen some rumblings
in the North, and the opposition in these three areas had joined
forces against CPP in the 1953 elcction.ls Even suppression of
organized opposition, well under way by the end of the fifties, did
not put an end to this type of problem, for-Apter notes that after
1961 "the A ..ci regional organisation of the CPP began to take
over the grievances which hitherto had been a hallmark of the opposi-
tion.”16

Thus, the preésure waé on Nkrumah. He wanted to build a modern
nation-state and to do this .2 needed power, an undoubted authority.
But to be sure of his power base he had at least to provide a glimpse
,°f that paradise he had promised; he had to make jobs and demonstrate
some economic progress; and he had to do it quickly. Moreover, he
had to achieve these results while maintaining social cohesion. He
had been in power for close on a decade, even if subject to Britiéh
supervision until 1957. Economic progress, it seemed, was not prov-

ing rapid enough to relieve the political pressures upon him. On the

other hand, because he was now in charge of a sovereign state and

1 . . . .
SA good account of these regional movements is to be found in

Austria.

16Apter, 1973, Chapter 15, 1 am‘much obliged to Professor Apter
for making the poofs of this revised edition available to me prior to
publication. - o ' o
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many of thé opposition had cither changed sides, were in prison, or
were destined to go there, he had greater freedom of action than
before. A change of direction was both politically necessary and
politically possible. This, perhaps, was the rationale of Mkrumah
qua politician for the adoption of his new economic strategy.
Coincidental with phase was a shifting balance of power within
the ruling partv and a movement towards more radical policies. The
position of the more conservative old guard of the CPP was weakening.
In 1959 Nkrumah delivered a speech to the CPP which placed more
stress and urgency on socialism as the ideology of the CPP,17 in the
following year Nkrumah's long-standing but conservative Minister of
Finance, Komla Gbadgmah, was demoted (and «in 1961 fled the country),
and various other long-standing members of the party went into demise.
The men who stepped into their shoes were often of a more radical
hearti.18 It is true that there were other swings of the pendulum
later and some of the old guacd were rchabilitated, but this did not
restore the status quo ante. In fact, economic policies after 1961

were little affected by the internal power struggles within the ruling

17See Folson, 1971, part 2, p. 1.

1BSee Legum, 1964, passim, and.also Lewis, 1965, p. 60.
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party.19

The change in governmental attitudes and actions was excmplified
by the view it took of the economic roles of private cnterprisc and of
the state., During the fifties on Industrial Dcvelqpment Corporation
was established which set up a number of publicly owned commercial
enterprises. The Government had always taken the view that these
should be sold to private operators when they had become viable.20
In 1960, howeyer, Nkrumah announced that his government would hence-
forth "place far greater emphasis on the de&elopment of Ghanaian
cooperatives rather than encourage Ghanaians to start private business
enterprises;" that state enﬁerprises would not be handed over to
pr;vate interests, and that private businesses "must now stand on

21 .
their own feet." Various other measures had been taken to promote

. 19Some have placed significance on a visit that Nkrumah paid
to the Soviet Union in 1961, and it probably is true that it was this
event that induced him to give the country's new development plan a
seven-year span (see Omaboe, 1966, pp. 450-451). But his decision
to scrap the extant five-year plan after less than two years of its
currency was made before he went to Russia, having described it as
"pieccemeal and unpurposeful' (Uphoff, 1970, p. 10l), and the visit
was probably as much a symptom of the shifting ideological emphasis
as a cause of it. Another manifestation was the rift that appcared
between Nkrumazh and Professor W. Arthur Lewis, who had acted as
Nkrumah's economic advisor on several occasions in the fifties. For
advice on tax questions Nkrumah turned instead to Nicholas Kaldor
(an unhappy experiment which created a first-order political
crisis) an. on planning to the Hungarian economist, Jozsef Bognar.
Fitch and Oppenheimer (1966, especially Chapter 6) make much of this
change, and divide dkrumah's economic policies into a 'Lewis era'
-and a post-Lewis, pro-socialist era.

20500 willick, 1972, Pt. I, p.

21Legislative Assembly Debates, 2 September 1960, cols., 1071-
1073, and ¢hanaiaa Times (Accra), 10 October, 1960,
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and assist Ghanaian entrepreneurs and as late as 1958 and
government sct up a committee to investigate the 'best means of
"assisting Ghanaian businessmen to overcome their difficultios,'22
but Nkrumah beccame disillusioned with these efforts and came to
believe--correctly in my view--that there was little realistic
prospect of fostering an indigenous entrepreneurial class capable
of indusérialising-the country at the speed he wanted.

Even had there been the possibility, it is most doubtful whether

Nkrumah would really have wanted to create such a class, for reasons

of ideology and political power. When presenting the Seven-Yecar Plan

to Parliament he was very explicic about this: 'we would be hamper-
ing our advance to socialism if we were ko encourage the growth of
Ghanaian private capitalism in our midst. This would, of course,

be in antipathy to our econdnic and social objectives.”23 There is
evidence that he also feared the threat that a wealthy class of
Ghanaian businessmen might posé.to his own political power.24 On
the other hand, he could scarcely prohibit private Ghanaian business
altogether, for many small traders had supported the CPP in the

fifties ard they were among the constituents to whom he was obliged

22, ceks, 1971, p. 13.

‘v23Nationa1 Assembly Debates, 11 March 1964,
24After the 1966 coup one of Nkrumah's most senior economic
advisers stated that Nkrumah “informed me that if he permitted
African business to grow, it will grow to the extent of becoming a
rival power to his and the party's prestige, and he would do every-
thing to stop it, which he actually did." E. Aych-Kumi quoted in
West Africa, 19 March 1966, p. 330.
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to offer cconomic rewards. Nkrumah conceived an ingenious solution.
Chanaian private enterprise was to be limitea to small-scale concerns,
"provided that thcy'are not nominees or sleeping partners of foreign
n23 : : ;
interests. Tts existence, moreover, was Lo be contingent upon
its willingness to operate within the socialist framework which he
) 26 N .

wished to create. At the same time, the opportunities for Ghana-
ians to operate small-scale businesses were to be increased, by

e . . . - 27 aqs
restricting foreigners in this type of activity. It was a brilliant
tactic, for most actual or potential Ghanaian businessmen and women
do not aspire to an enterprise any larger than one they can directly

2 . , .
control themselves, 8 and the exclusion of 'Lebanese' and 'Nigerians'
from small trade would have been a highly popular move. However, it
was left to later governments to ir, lement this policy and win the

2
popularity which it brought.f‘9

25C.P.P., 1962, para. 109,

26"The initiative of Ghanaian businessmen would not be cramped,
but we intended to take steps to see that it was channelled towards
desirable social ends and was not expanded on the exploitation of the
community. We would discourage anything which threatened our social-
ist objectives." Nkrumah, 1968, pp. 86-87.

27In March 1962 Nkrumah announced that, "In future the private
small-scale personal enterprise sector will be exclusively reserved
for Ghanaians. Foreign concerns already established in this sector
will be allowed to continue operation, or cuadition that they do not
expand their present establishment and scale of operatiomns." Repro-
duced in Friedland and Rosberg (eds.), 1964, p. 272.

9
“8This, at least, is regarded by Garlick (1971, p. 139 and
passim) as one of the major results of his research’into Ghanaian
entrepreneurship, and is consistent with casual observations.

298ee Chapter 12 for a brief discussion of the 'Ghanainisatibn'
of small business after 1966,
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Given Nkrumah's desire to keep Ghanaian private businesses small,
his argument that "Capital investmant must be sought from abroad since
there is no bourgeois class amongst us to carry on the necessary invest-
ments"30 was more than a little disingenuous. But if his attitude to
local private cnterprise was made clear in the early sixties, his views
on foreign priﬁate investment remained ambivalent to the point of
schizophrenia., MHe was realist enough to know that foreign d'vrect in-
vestments were necded and it was he who pointad out that foreiga
investors brought with them much-nzadad managerial and technical skills,
which could ba passad on to Ghanaians.31 The government matched his
wqrds with deeds and in 1963 passad a Capital Investments Act which
offered a wide range of fiscal and other concessions to would-be
foréign investors. ﬁut it Qas not the old, 'colonial' type of invest-
ment that was sought; there wire strings to be attachad:

The Government accepts the opzration im the couatry of large-
scale enterpris2s by foreign interests, provided that they
accept th: following conditions: firstly, that foreign private
enterprises give tha government the first option tor buy their

shares, whenever it is intended to s2ll all or part of the

equity capital; and sacondly that foreign private enterpriseas

and enterprises jointly owmed by tha state and foreign private
interests be requiged to reinvest 60 parcent of their net
profits in Ghana.”~”
No investor, of courss, could be allowed to interfere with the domestic
or external affairs of the country and, more generally, care should be

taken to keep "sufficient control to prevent undue exploitation" and

to preserve "integrity and sovereignty without crippling economic or

30Nkrumah, 1963, p. 98.

. 31National Assembly Debates, 11 March 1954, vol. 25.

32From same source cited in footnote 22 (p. 271).
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- . 33
political ties to any country, bloc, or system,"
While Nkrunah insisted that "our ideas of socialism can coexist
3 % - l|3'/" : $ ol

with private enterprisa, he was also:wont to inveigh against the

. .o . , . . 35, . ,
evils of nes-colonialist foreiga domination,”  his government starved

5

the private sector of Imported raw materials, spares and equipment,
and used exchange conirols to prevant the repatriation of after-tax
profits. It was, moreover, difficult to reconcile his belief in the
coexistence of socialism and foreign investment with his statement that,
“The domestic policy of my government is the complete ownership of the

n37 It is hardly surprising, then, that he had

economy by tha state...
little success in parsuading investors that Ghana was the country for
them, and that in order to obtain the participation of foreign alumin-
ium companies in the Volta River Project he was forced to make con=~
cessions to them that seemed bumiliatingly like the type of nco=
colonialist arraagement he at%acked so often aad so strongly.3

Nkrumah took a similarly schizophreaic view of aid. Oa more

¥ than one occasion Nkrumah went on record askiag for foreign aid for

33Nkrumah, 'Spzech to Businessmen', 22 February 1963, Flagstaff
House, Accra (emphasis in original). .

34Ibi.d.

. ‘
JHe wrote a whole book about it: Neo-Colonialism: The Last

Starge of Imparialism (1965).

’ 3bSee Chapter 10 balow, which shows that the 1965 and 1966
foreign exchangze budgets envisagud massive transfers of foreign
exchange from the private sector to the state, and chat private
industry was particularly hard hit by the import shortages which
occurred, : ,

37

National Assembly Debates, 2 0ctober 1962, col. 2,

33See Chapter 9 below and also Killick, 1966, pp. 402-404.
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" Ghana's davelopment eonfth and it was envisaged that about a quarter
of his government's Szven-¥Yaar Plan should ba financed by this means.,
But how to reconcile these facts with the views he expressaed in Neo=-
colonialisr, which he publishad in 19557 Aid Ls there described as
“"the latest methods of holding back the real deavelopment of the new
countries....the p;raphernalia of neo-colonialism..." Maltilateral
aid is "S¢ill another neo-colonialist trap...'" and the U.S, is ''the
very citadellof neo-colonialism," whose objective is to "achieve
colonialism in fact while preaching independgnce."Ao And tuis at a
time when the World Bank, thz U.S. and the U,K., were between them
financing the external costs of the Volta projzct! Tormented by the
desire for econowmic independence and the fact of depaadence Nkrumah
was at his least coherent.

What laid at the back of Nkcumah's suspicion of private enter-

.
prise and foreign capital was his increasing preoccupation with ‘neo~
colonialism,' the resulting nced for economic indzpendence and, espe=
cially, with che desire to crzata a socialist society.' Tha emphasis
} .

on socialism was much stronger in the 1962 manifesto of the C?P than
it had been in the past. It desc%ibed socialism as the 'principle

around which the Party is pivoted' and devoted many paragraphs to

elaborating the meaning of socialism in the Ghanaian context.4

39"The leaders of the New Africa have no alternative but to look

for outside assistanza." (Vkrumah in Foreiga Affairs, October 1938,
pP. 52). Also: "Aid is a naxcessary form of ingurance o azke it
certain that the development plan can continue despite fluctuations
ia the prizes of raw materials," (Nkrumah, 1961, p. 87)

4oTha quotes are from Nkrumah, 1963, pp. 50, 242 ani 241,

41CPP, 1962, oparagraph 7,
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| And in intéoducing the davelopment plan that was prepared shortly after=-
wards Nerumah staced as one of its tasks, "To generate a socialist
transformation of the cconomy through rapid developmant of the state
/

and cooperative scct:ors."q2

Some writers -axplain Nkrumah's policies almost entirely in tayms
of nationalism and vegaid his 'socialism' as so much rhetoric, without
substance. Genoud, for exampla, arguas that Nkrumah's nationalism and
his wrge to moderaiss Ghana ware sufficient to explain his policy of
industrialisation, that to discuss him in terms of socialism is mean-
iﬁgless anl misleading, and that the period of his rule, from 1931 to
1966, should be seen és a c;ntinuous wholz2 rathef than as being broken
in about 1951 by a shift to a more socialist orientation., "Day after
day.and year after year,'" he complaias, "wnat is anticolonial national-
ism is balng ra2namad socialish."43 There is obviously something in
this.  The rhetoric of socialism, the policies of industrialisatinn
and the mzchanisation of agriculturg can be traced back, to what Nkrumah
and his parcty had said in the fifties and aven earlier. After all,
Nkrumah in 1947 had concluded the:first of his books with the fine.
Marxian flourish, "Peoples of the Coloailes Unitz2: Th2 working men of
all countries are behind you,"44 and the 1951 election manifesto of

the CP? claimed that "The iandustrialisaition of the country is otie of

42National Asszmbly Debates, 11 March 1964, col. 21,

3See Genoud, passim, espacially Chapter 6. The quote is from
p. 219. '

aaNkrumah, 1962, po. 43. This was originally written in 1947 but
did not find a publisher until 1962, °
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the principal objectives of the Party..." and envisaged factories
"springing up in all parts of the country.”45 Moreover, 'African
socialism' claimed some strange adherents in the carly sixties, and
one only has to look along the West African coast to find countries
which did many of the things which Nkrumah did without any but the
most nominal pretence of a socialist ideology: Nigeria and Sierra
Leone, for example,

Genoud was clearly right to identify nationalism as a major
driving force behind the policies of Nkrumah and his party. 1In the
view of Owusu,

Gold Coast nationalism was primarily economic. Politics, or
the power to decide how economic resnurces are to be distributed,
who is to get what job and the like, was seen initially by many
as perhaps the only cifective means, given colonialism, to the
real national 'good', economic power .46
The desire for jobs--urban jghs--was certainly a strong political
motive for industrialisation but the nationalist urge to industrialise
probably went deeper than that., The world over, nationalist leaders
equate industrialisation with development. Myrdal's comment on this
has a validity far beyond the case of South Asia:
when the intellectual elite say their countries are under-
developed, they mean, in the first instance, that they have
too little industry. Thus, spokesmen for the South Asian
countries frequently use the terms 'pre-industrial' or

‘under-industrialialised' as synonyms for 'poor' or 'under-
developed'.

45Quoted by Krobo Edurai, then Minister of Industries, to' Parlia-
ment (see National Assembly Debates, 6 February 1962, col. 197).

46

Owusu, p. 171.

47Mytdal, 1968, p. 1150, See also the interesting essay by

Kahan on this topic in Johmson, 1967. -
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“Nkfuﬁah's"Stress“on“thc'need“for'economic—indcpcndcnce~had an
obviously nationalistic content., "The aim of our econvmic develop-
ment," said the CPP 1962 manifesto, is fo make Ghana free of alien
control of its econowy and thus support our political independence
with economic independence.“as Nkrumah himself was no less emphatic.
"Je have had enough of European monopoly domination of our economy,"
he wrote.. "We have emancipated ourselves politically, and now we have
to shake off the ecénomic monopoly that was the objective of foreign
political control. This is the crux of our economic pclicy, and the
essential heart of our endeavours."49 This helps to explain why he
moved to reduce the 'open-ness' of Chana's ecconomy. I is also signi-
ficant that in the fifties the opposition too was advocating indus-
trialisation, the mechanisation of agriculture and more schools, while
rejecting the notion of socialism.so Mo. sver, Nkrumah and his party
often used arguments in favour of socialism (equated in his mind with
expanding state economic activity) as if it was simply a superior way
of decolonising and modernising the country:

Socialism, because of the heritage of imperialism and colonial-
ism, is the system by which Ghana can progress.51

In fact, the most frequently recurring justification for state partici-

pation in the economy te be found in Nkrumah's writings of the fifties

'480PP, 1962, paragraph 72.

49Nkrumah, 1963, p. 102,

50\krumah, 1963, p. 102.

51See Genoud, pp. 94~96.
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and early sixties was that there was ﬁg éitérﬁatiQe if industriaiisa-
tion was to proceced, for indigenous private enterprise would or could
not do it alone and leaving the job to foreign investors would leave
the country at the mercy of the neco-colonialists,

But to deny any serious content to Nkrumah's'socialism and to
attribute all he did to nationalism, as Genoud does, is to overstate
the case. [Economic development, mr.dernisation and socialism were so
closely éonnected in his mind that there is little to be gained from
trying to differenviate those he regarded as'means and tihose as ends.
Which is which, for example, in the opening sentence of the Seven-
year Plar, "With this first Seven-year Plan Ghana enters upon a
period of economic reconstruction and development aimed at creating
a roialist society.in which the individual Ghanaian will be able to
enjoy a modern standard of li*.ing in his home supplemented by an
advinced level of public services outside"?S3

One fact which conflicts strongly with a purely qationalist inter-
pretation was the antipathy we have.shown Nkrumah to have to the possible
emergence of an indigenous business class. He had no love of foreign
businessmen but he preferred policies to encourage them rather thaﬁ
policies to encou?age local entrepreneurs, whom he wished to restrict,

It should, moreover, be remembered that Nkrumah was a moderate in

his nationalism. When it was expedient to Jo so, he co-operated with

52See Nkrumah, 1963, p. 119, for an example. The 1966 report of

the State Enterprises Secretariat also contains a good statement of
this point of view.

53Seven-year Plan, p. 1.
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the British colonial govcrnment,sa he did not expropriate foreign in-
vestors (however mucﬁlhe suspected them), the height of the protective
shields with which he surrounded his import-substituting industries
was by no means remarkable (it was downright frugal by Latin American
standards), he did not expel aliens (as a later government was to do)
and his tirades against neo-colonialists never degenerated into racial-
iem. And if he was a nationalist we should remember too that he was
(and still is by many) regarded as the most persuasive advocate of
pan-Africanism.55
There is a good deal of internal evidence that Nkrumah took his
socialism seriously, which perhaps obliges us to do the same, He
claims in his autobiography to have been influenced by Hegel, Marx,
Engels, Lenin and Mazzini,56 and the influence of Lenin was

particularly apparent--to judge from his newspapers, he liked to

54Fitch and Oppenheimer (pp. 26-35) are caustic about this col-
laborationism,
55It was the pan-Africanist, not the nationalist (or socialist)
which came to the fore in the official definition of 'Nkrumaism':
""Wkrumaism is the ideology for the New Afri:a, independent
and absolutely free from imperialism, organised on a con-
tinental scale, founded upon the conception of One and United
Africa, drawing its strength from modern science and tech-
nology and from the traditional African belief that the free
development of each is conditioned by the free development
of all.” :
(Quoted by Legum in Friedland and Rosberg, p. 141).

3\krumah, 1957, p. 45.



3-21

57 And while it is true that

'5é referred to as 'the Lenin of Afriéa'.
many non-socialist countries trod part of the way along the path that
Ghana was taking, the countries that travelled furthest along it all
had more-or-less serious socialist ideologies=--Guinea under Tourc,
Mali under Keita, .Zambia under Kaunda, Uganda under Obote and, look-
ing beyond Africa, Indonesia under Sukarno.

It was in his attitudes towards -agriculture and industry that
Nkrumah's socialism had the clearest impact on actual policies. Other
nacionalist leaders have given low priority to agriculture and have
fhought of rural improvement largely in terms of mechanisation, but
few have so deliberately withdrawn assistance from the peasant
farmers who pinned their hopes so exclusiyely on state farms, Simi-
lérly, almost all ﬁationalist leaders seex to industrialise their
countries but few devote sucii a large proportion of their governments'
resoutcns to creating state enterprises, and few leaders of small

countries at an early stage of development begin pushing so early for

the development of heavy industry.s-8 It was not entirely without

57It is, however, characteristic of the impossibility of placing
him neatly into any Western ideological category that he should also
have said in his autobiography that the writings of Marcus Garvey--a
West Indian who proclaimed the cause of black Americans after the end
of the first world war--did more than any others to fire his enthusiasm
(p. 45). But the influence of Lenin and of the USSR was certainly
important--note his stress on the importance of electrification, the
derivative title of his book, Neo-colonialism, The Last Stage of
Imperialism, and his endeavours to combine the roles of philosopher
and man of action. '

581n this he was outdoiné the Marxian writers. Even the normally
strident Baran is cautious about the creation of heavy industries in
small underdeveloped countries such as Ghdna. See Baran, 1957, p. 284,
f£. 77. '
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meaning that while both the CPP and the opposition were urging indus-
trialisation and the'mechanisation of agriculture, the latter intended
to achieve it within a framework of private enterprise wherecas the PP
were already talking of creating socialism.59 It is also fair to say
that Nkrumah put more stress on the egalitarian ethic than did his
opponents. ''Production for private profit deprives a large section
of the péople of the goods and services produced," was one of Nkrumah's
vthree reasons why 'socialism is our only alternative.”60

State ownership of farms and factorieé is admittedlf not an
exclusively socialist device--take the Japanese example. It is also
conceded that the other instruments of a command economy--centralised
planning and administrativf controls--are to be found in countries
which are in no serious sense socialist. But while these instrumen-
talities are not a gufficienh demonstration of socialist intent, they
have come to be regarded as necessary components of Soviet-style
socialism, or what has been discussively described as /'state capital-
ism'. What convinces me that Nkrumah's socialism had an important
bearing on the things he did waS'thé single-mindedness with which the
expansion of state economic activity was pursued. By the first half
of the sixties there was little of the pragmaﬁist left in him. When
his experiments with state farms, with st#te industries and with con-
trolsiwere clearly going awry his response was not that of the

nationalist searching around for the best solutiom to his country's

59Genoud, p. 95.

6ONkrumah, 1963, p. 118. Also, "the restitution of Africa's
humanist and egalitarian principles of society requires socialism"
(1964, pp. 76-77 and passim).
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problems .but that of an ideologue who-believed it was merely a matter
of trying harder to make them work and of pushing them further, 1In
the sixties Nkrumah's policies were, to use Tinbergen's distinction,

e - 6
a prioristic rather than emnpirical. L

The answer is that MNkrumah was both a nationalist and a social-
ist. To ignore éither aspect is to neglect an essential key to an
understanding of his lcadership and his policies. No doubt his philo-
sophising was crude, inconsistent, and contained the most grievous
Marxian heresies,e2 but it made an impact ?onetheless, and it became
‘more important in his thinking as time went on. There may have been
a theoretical tension between his nationalism and his socialism but
there was a good deal of unity in‘}ractice, and it was the eleﬁents
of consistency of the policy implicationé of both viewpoints which
gave Nkrumah's strategy its'dynamism. Arguing from a far more idco~-

logical point of view than mine, Fitch and Oppenheimer put the point

well:

618ee Tinbergen, 1955, p. 3. 1In Tinbergen's terminology, a
prioristic policies are based on theories, whereas empirical policies
are derived from experience with alternmatives.

62Consciencism (1964) was Nkrumah's most ambitious attempt to
provide a formal statement of his political philosophy. See Folson,
1971, for a detailed and somewhat caustic account of the development
of the ideology of Nkrumah and the CPP in the fifties, Fitch and
Oppenheimer are scathing about the limitations of Nkrumah's concept
of socialism (see especially Chapter 8) and Crundy, 1963, also has
an interesting discussion of the conflicts between ikrumah's ‘views
and Marxist-Leninist orthodoxy. One of Nkrumah's practical heresies,
of course, was that he did not expropriate foreign companies, nor did
he attempt any $erious attack.on the property of wealthy Chanaians.
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Socialism, for the CPP, is seen as a superior institutional

means for coping with colonialism...it is a set of techniques

and institutions which enable rapid econcmic progress and

economic independence in the face of a colonial heritage,

rather than the mode of operation characteristic of a

workers' and pecasants' state.
Socialism as a necessary instrument of nationalism: perhaps that is
the best way of understanding the ideology of the first half of the
sixties.

There is a further point that might be noted at this stage.
Nationalism has often operated as a powerful modernising force
and had he been able to harness the enthusiasm and hope that his suc-
cessful campaign against the British had engendered Nkrumeh's record
might have been a more successful one. It is one of the tragedies
of the Ghanaian experience that he failed to do this. Although it
had some of the characteristics of a mass party, the CPP had a highly
authoritarian structure and was not organised in the villages and
towns to mobilise the type of participatory nationalism that could
. . 6 )

have brought real economic benefits. 3 Instead, Nkrumah's government

chose to stifle local participation by destroying democratic local

government and voluntary organisations such as the co-operatives'.6

63Fitch and Oppenheimer, p. 109.

645ee Rostow, 1960, pp. 26-27.

65On the nature of the CPP, see Austin . Also Fitch and
Oppenheimer: "It was not a mass party in the sense of mobilizing
large numbers of people and bringing them into the political arena
as active and politically conscious participants. Many of the men
and women who bought membership cards in the CPP did so for the
same reasons that citizens in the United States buy tickets to a
policeman's ball. 1In both cases, the sale involves a tax levied on
the vulnerable by the powerful,' p. 107.

66As will be shown later, the co-operatives were politicised
"and lost their voluntary character.
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Basically, this was not organisational but a personal defect, origin-
ating in Nkrumah's own authoritarian style of leadership.67 And so
in practice the economically damaging aspects of nationalism were
the dominant ones--undiscriminating protection of local industry,
suspicion of foreign capital and expertise, and Ehc diversion of
resources to prestige projects (many of which would be difficult to
justify in the name of 'nation-building'). |

ﬁationalism (or economic independence) and socialism: these
were the major factors motivating Nkrumah's policies in the sixties
but to these should be added a third--an urge to modernise Ghana and
her economy. If this was a less explicit objective of policy it
was no less pervasive than the other two. If we take the chief
sbcio-demographic'indiccs of modernisation--exposure to modern life
through demonstrations of mLchiéery, buildings, consumer goods,
response to mass media, change of residence, urbanisation, change
from agricultural occupations, literacy, and rising per capita

,incomesﬁs--Ghana was already a modernising society and Nkrunah wished

: 67It: is surely not without significance that on the opening page
of his autobiography, published in 1957, Nkrumah quoted the following
lines from Walt Whitman:
"Who is he that would become my follower?
Who would sign himself a candidate for my affections?
The way is suspicious, the result uncertain, perhaps
destructive,
You would have to give up all else, I alone would expect
to be your sole and exclusive standard,
Your novitiate would even be long and exhausting,
The whole past theory of your life and all conformity to
the lines around you would have to be abandon'd.
" Scarcely any leader could have been more explicit about his arrogance,
not to say ncgalomania. Note also the presumption of the title he
chose for his autobiography: Ghana.

4 68These are the chief indicators of modernisation listed by
Deutsch, 1961, pp. 463-551.
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to accelerate the changes. Take the following extract from his auto-
biography, for example:

The ideology of my Party may be formulated as follows: no
race, no people, no nation can exist freely and be respected
at nome and abroad without political freedom. Once this
freedom is gained, a greater task comes into view. All
dependent territories arc backward in education, in scicnce,
in agriculture, and in industry. The economic independence
that should follow and maintain political independence
demands every cffort from the people, a total mobilisation
of brain and manpower rcsources. What other countries have
taken three hundred years or more to achieve, a once depend-
ant territory must try to accomplish in a generation if it
is to survive. Unless it is, as it were, 'jet-propelled;

it will lag bchind and thus risk everything for which it

has fought. Capitalism is too complicated a system for a
newly independent state., Hence the need for a socialistic
society.

This passage is of more than ordinary interest, for note the polit-
ical necessity he felt'to produce rapid results. And note the

sudden transition from the need for speed to the need for socialism.
Perhaps even by 1957 he had'become disillusioned with the moderate
pacé of results being aéhieved under essentially liberal-capitalist
policies and was thinking oif the successes of the Soviet Union in
modernising its own economy almost literally in a single generation.?o
Private enterprise, after all, had been the rule since the Gﬁld

Coast was first created and yet he saw it as a backward economy.

Against this history a socialist alternative must have seemed an

attractive way of modernising.

69Nkrumah, 1957, pp. xv-xvi. His statement that, 'we lay stress

on education because it is the antidote to fedualist despotism and
ignorance and superstition" (Nkrumah, 1961, p. 45) and many of his
other writings and speeches have the same powerfully modernising
emphasis, and it was consistent with this that the CPP theologians
should have defined the ideology of 'Nkrumaism' as, '"drawing its
strength from modern science aad technology" (quoted by Legum, p. 141).
70Dobb (1963, p. 64) was not the first nor the most reluctant
to point out this attractive aspecc of the Soviet model for the low-
income countries.
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Note finally from this passage how socialism, cconomic inde-
pendence and modernisation become meshed as a mutually-reinforcing
set of objectives., Mndernisation implies industrialisation.71 For
practicai purposes, industrialisation entails at least a partial
closing of the economy, through the provision of protection from
foreign competition. This, in turn, promotes greater economic
independence by reducing reliance upon imports and internalising
the productive structure. But since there was practically nothing

of a ready-made indigenous modern entrepreneurial class, the only

way to create an industrial sector which was not wholly in foreign
hands, and.thus in conflict with the desire for economic independence,
was for the state itself tp fill the entrepreneurial gap. Thus,
socialism came, in its economic dimension, to mean a large and grow-
ing share of the state in economic activities.

To sum up, it is contended that around the turn of the decade
there was considerable political pressure on Nkrumah to produce
better economic results than he had in the past. At the same time
fundamental changes occurred in'tne power structure and ideoiogy.of
Nkrumah's party and gevernment, beginning, pefhaps, with his 1959

speech and culminating with the publication in 1962 of the party's

Programme for Work and Happiness. It is for this reason that we
'draw a rather sharp distinction between the new policies and those

of the fifties, and concentrate in this book on the last five years

7lBoth Eisenstadt (1963, p. 3) and Apter (1971, p. 18) stress
the close inter-conncctions between modernisation, urbanisation and
industrialisation.- o T ' S )
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or so of Nkrumah's rule.72"

The nationalist and socialist objectives meshed with the desire
to change Ghana into a modern nation-;tate and were seen as entai;ing )
the necessity for a clear break with the 'colonial' policies of the
past and resulted.in the formulation of a new strategy of economic
development. What was this strategy and how were the problems per-
ceived that it was intended to solve?

The new economic strategqy

Nkrumah's diagnosis of his natién's economic problems defies
Aany rigorous presentation but can be reasonably described as a mix-
ture of anti-imperialism and the type of stagnationism attributed to
mainstream development economics in the previous chapter.

The anti-impérialism was a vulgarised and modified form of the
classical lHobsonian/Leninist critique., The most succinct statement
of Nkrumah's view of the economics of colonialism is in the follow-

ing passage from his Towards Colonial Freedom:

74Omaboe (1966, p. 452) also stresses the change that qccurre&

in the sixties:

"Firstly, it could be claimed that the Seven-year Plan
is the first real plan which sets out the policies and objec-
tives of the CPP Government. The first plan had already
been prepared when the CPP came into power in 195l. Although
the second plan was introduced in 1959, two years after the
attaimnent of independence, it could be said with some degree
of justification that in 1959 the Government had not been
able to break with the past. This came after the institution
of a republican form of government in July 1960 when the
Government took some radical decisions which Ghanaianized
the top posts of the civil service. By the time the
" Seven-year Plan was launched in 1964 political independence
had been forcibly asserted in many ways, both domestically
and internationally. The plan is therefore the first true
reflection of the economic and social objectives of the CPP."
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The purpose of founding colonies was mainly to secure raw
materials. ‘o safeguard the mcasures for sccuring such
raw materials the following policies weze indircctly put
into action: (i) to make the colonies non-manufacturing
dependencies; (ii) to prevent the colonial subjects from
acquiring the knowledge of modera meens and techniques for
“developing their own industries; (iii) to make colonial
tsubjects' simple producers of raw materials through cheap
labour; (iv) to prohibit the colonics from trading with
other nations except through the ‘mother country'./3
He also.referred in the same work to "the two-way fixed price system,
basic in colonial economies," whose object is to '"buy cheap raw
materials and labour from the colonies and to sell high-priced manu-
. 74 . .
factured goods back to the colonies.” The possible tension between
these motives were not noticed. These are the themes that recur in
Kkrumah's writings on colonialism and were faithfully reflected in
. 75 o ' .
the CPP's 1962 manifesto. The colonialists had left behind them
a distorted economy: oriented to the exportation of raw materials,
based on cheap labour, starved of modern know-how and industries, a

dumping-ground for the surplus manufactured goods of the industrial

nations, exploited both in the priceé received for exports and paid

73Nkrumah, 1962, p. 10. This was first written as a young student
in 1947 but was not published until 1962. However, in a foreword to
the 1962 publication Nkrumah stated, "the vicws I expressed then are
precisely the views 1 hold today concerning the unspeakably inhuman
nature of imperialism and colonialism" (p. x). It is also of some
interest that in Consciencism he reaffirmed his continued adherence
to the 'economic analysis' just quoted (Wkrumah, 1964, p. 98). What
was generally absent from his writing on this topic was a view that
the colonies had also served as an outlet for the surplus capital of
the imperial powers, and he apparently did not believe that imperial-
 ism would inecvitably lead to war, 1In these respects his analysis was
~ a departure from those of Hobson and Lenin. .

74One catches echoes here of the cheap labour arguments of
" Lenin and Myint, and of Myrdal's use of colonialism as an explanation
of underdevelopment described in the previous chapter (pp. cees)e

' 75CPP, 1962, paragraphs 28-3l.
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for imports, and excessively dependent on trade with the metrépolitan
power.

The anti-colonialism, however, spilled over into other explana~
tions o underdevelopment strongly reminiscent of the views of many
development economists., Thus, Nkrumah drew attention to the vulner-
ability of an economy heavily dependent on the single export crop,

: . , 76
cocoa, and to the lack of balance with which it was associated.

He was pessimistic about prospects for his country's terms of trade77
and about the effects of the development of synthetic substitutes
for primary products.78 He was, as we have already shown, also pessi-
mistic about the availability of local entrepreneurship and finance
to push the economy forward rapidly. Perhaps.most significantly of
all, he shared with the economics profession a view of poverty as a
self-perpetuating condition: "The vicious circle of poverty, which
keeps us in our rut of impoveéishment, can only be broken by a
massively planned industrial undertaking."79
He similarly shared the skepticiém of many economists about
the efficacy of the market mechanism in inducing the economic

development he was determined to achieve:

The ‘greatest single lesson that can be drawn from the
history of industrial development in the world today

é

76
Nkrumah, 1963, p. 108.

"Each year the western world pays less for its imports and
each year charges more for its exports," Nkrumah, 1968, p. 73.

' 78Nkrumah, 1963, p. 63.
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is the uncounted advantages which planning has in the first
place over the laissez fairs go-as-you-please policies of
the early pionecrs of industrialisation... '

The major advantage which our independence has bestowed upon

us is the liberty to arrange our national life [and]... the

freedom... to interfere with the play of forces in the world

commodity markets.

"Government interfercence in all matters affecting economic

growth in less developed countries is today a universally

accepted principlc...”so
We are here right ﬁack in the interyentionism of mainstream develop-
ment economics an& it is surely no coincidence that Nkrumah cited
Myrdal in support of the contentions just quoted.81

The task, then, was to throw off the inhibiting and distorting
effects of the colonial system, to escape from the unfruitful depend-
ence on primary product exports and to break through-the vicious
circle of poverty. A private enterprise'éolution was neigher possible
Anor, in general, desirable. Planning and 'government interference'
were to spearhead the attack--but what strategy was to be followed?
Firstly, it was revolutionary in nature, as opposed to evolu-

tionary. This much was implied in Nkrumah's view already quoted that
a 'massively planned industrial undertaking' was necessary to break
out of the vicious circle of poverty. It was a fﬁndamental social
and economic transformation that was sought, f&r, in the words of the

¢
CPP manifesto, ""Socialism can be achieved only by a rapid change in

80These quotations are from Nkrumah, 1963, pp. 109-110, 120
and 165. . '

81See ibid., pp. 109-110 where Myrdal is quoted in support of
the manipulations of market force.
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. . - 8 . ;
the socio-cconomic structure of the country, 2 In similar vein, the

Seven-year Plan argued that the '"colonial structure of production

based on exports of primary commodities which largely accounts for

the present low level of income must be completely altcred."83 The
objectives identified earlier--socialism, economic independence and
modernisation--all called for large changes in various aspects of the
socio-economic st;ucture. They Qalled for major changes in the com-
position of production and empl.yment, for a re-structu;ing of both
the composition and geographical direction of external trade, for the ~
large-scale infusion of ‘'modern knowledge ana technology, and for a
rapid expansion in the role of the state in the economy.

There was to be a marked shift in the end-use of capital
formation, away from the former emphasis on the creation of social
overhead capital (SOC), in favour of directly productive activities
(DPA). This, a modernisation of agriculture, and a greatly acceler-
ated process of industrialisation were to be the chief changes in
the structure of the e.conomy.84 We will therefore concentrate on
some elaboration of this strategy, dealing more briefly with the
other aspects of transformation later,

A seriously deficient set of infrastructural facilities had

been identified as the chief development constraint in the fifties

82CPP, 1962, paragraph 7.

83Seven-year Plan, p. 5.

salbidol PP- 7"}-2.
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and the development plans of that decade followed a strategy that
might, in the terminology of Hirschmap, have been described as
building up the SOC in the hope of inducing a comparable expansion
in directly productive activities.85 New roads were built, so were
hospitals, schools, power stations and a modern artificial harbour
at Tema near the capital, Accra. The number of telephones crippled,
the number of persons served by piped water more than doubled.86
The two development plans adopted by Fhe Nkrumah govirnment in the
fifties each allocated eighty percent or more of planned government
investménts to SOC Pr0j30t8-87 However, the response of the produc-
tive sectors to these infrastructural improvements was not sufficient
to satisfy the politicians or the planners. This was the view of
both the acting Chairman and Executive Secretary of the Planning
Comnission. Omaboe, who acted as Chairman for most meetings of the

Commission (Nkrumah was formally the chairman but did not attend most

working sessions), wrote that "Ghana is in possession of an

85Scott, 1957, is the most comprehensive source for this period.
See also Seers and Ross, 1962, who wrote at length about the adverse
consequences for the development of the economy of the inadequacies
of the ports and other transport facilities.

86For a useful statistical survey of these developments see
Seven-year Plan, p. 26.

87It was estimated by Omaboe, 1966, Table 18, that 89 percent
and 80 percent of planned expenditures in the first and second plans
were allocated to social services and infrastructure in the first
and second plans. The proportions for agriculture and industry were
11 and 20 percent, compared with 37 percent in the Seven-vear Plan.
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infrastructure that is capable of supporting a higher tevel of proQ
duccive services...".88 and J. Y. Mensah, Executive Secretary of the

Commission and chief draughtsman of the Seven-ycar Plan, stated that:

a general presumption of planning for the next seven years

has been that the existing level of social services is

.underutilized in terms of the volume of economic activity

which it could support, and that a good deal of expansicu

could take place without any need for corresponding

increases in social and administrative secrvices.
Hence, the plan sohght to increase the share of government spending
on DPA's and the share of SOC projects in planned expenditures fell

- to 63 percent.

There was, however, onec massive exception to this general
strategy: the Volta River Project, the chief aspects of which were
the creation of a very large hydro-electric power plant on the river
Volta and the simultaneous construction by private investors of an

. ,
aluminium smelter that would utilise a large proportion of the low-
cost power from the dam.90 Nkrumalh had made the Volta project his
own (although, contrary to popular belief, he did not originate it)
and he was very clear about why he wanted it: "Electricity is the
basis for industrialisation. That, basically, is the justification

for the Volta River Project."91 In this case, then, he was building

generating capacity ahead of demand in the hope of stimulating

88 1aboe, 1966, p. 454.

89J. H. Monrah, 'Comprehensive Economic Planning in Ghana:
paper prepared for ECA conference on planning. Mimeo, n.d., ca.
~September 1962, p. 20.

90
Project.

See Chapt. 9 and Killick, 1966, Chapt. 16 on the Volta River



industrial growth and this prevents us from'categorising his new
strategy as being purely onc of emphasising the creation of produc-
tive capacity. MNevertheless, the shiét avay from infrastructural
investnents vas clear and characteristic of the new approach.
Nkrumah himself was explicit about this and saw it as essential to
the realisation of his political objectives:

One point, however, we have to get clear. At this juncture
Ghana is not a socialist state. Not only do the pcople as
yet not own all the major means of production and distribu-
tion, but we still have to lay the actual foundations upon
which socialism can be built, namely, the complete indus-
trialization of our country...

To implement our objective of basic economic recons truction,
we must henceforth earmark a much larger proportion of our
national revenue to the erection of basic industries and

the multiplication of our agricultural products. Ve must
try and establish factories in large-numbers at great speed
and see to it that there is quick development of electricity
and water supplies.

In this he is likely to havé been influenced by the Russian example,
for on returning from a visit there in 1961 he was reported to have
said, "I am convinced we have much to learn from them: on how to

speed up our industrialisation."93

92Nkrumah addressing a CPP meeting in April 1961, 'On Building
a Socialist State', Ministry of Information and Broadcasting, Accra,
1961. Later, in exile, he was to develop another political argument
for industrialisation: "Urbanisation is at the core of social change.
Therefore, industrialisation, which is the main cause of urban growth,
determines the social pattern. With growing industrialisation, the
African proletariat will increase in numbers and become more class
‘conscious" (Nkrumah, 1970, p. 70). It is doubtful, though, whether
this consideration had much influence on his thinking in the earlier
sixties. Egala, one of Nkrumah's senior Ministers, put the case in
more nationalistic terms. According to him, the programme of indus-
trialisation would free Ghana from 'the unfeeling heel of imperialism
and colonialism" (Ghanaian Times, 25 May 1962).

93

Ghanaian Times, 3 October 1961.
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But what of the economic arguments that were deployed in favour
of industrialisation? We have already quoted Nkrumah to the effect
that massive industrialisation was the only hope of breaking out of
the vicious circle of poverty. Another major theme was the need to
transform the colonial structure of production aﬁd increase the degree
of economic independence (a) by processing materials before export
instead'of shipping them in a raw state, as was traditional, and (b)
by producing local substitutes for imported manufactures. As between
these two alternatives, the main priority.was to be given to import-
substitution.94 As Nkrumah put it, "Every time we import goods that
we could manufacture if all the conditions were available, we are
continuing our economic dependence and delaying our industrial
growth."95 '

The need to industrislize in order to reduce the unemployment
problem was another argument. Indeed it was the dominant rationale

offered by the chen-year.Plan,96 but this was a reason relatively

little used by the politicians in:this period, and the emphasis of

the plan can be directly trace@ to the influence of J. H. Mensah,

the man who wrote much of the plan.97 Unemployment had not at the

94See Seven-vear Plan, p. 93, which nominated the production
of manufactured consumer goods as the type of industrialisation on
which "it is intended to lay the main emphasis ... under this plan."

95 krumah, 1963, p. 112.

965even-year élan, pp..4-12.

97The section of the plan just cited reproduces practically word-
for-word an article which Mensah wrote explaining the rapid growth
of the labour force and the need to generate more jobs as an argument
for industrialisation. See Mensah, 1962,
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beginning of the sixties become the highly scnsitive issue it was to
assume later, although there was some‘'discussion of the need to encour-
. . . ) . , 98
age small industries in rural areas to reduce the pace of urbanisation,
Ghana's was, and remains, basically an agricultural economy so

the question ariscs, where did agriculture fit into Nkrumah's schcme

of thought? If we study the Seven-year Plan, the view taken appears
an eminently sensible one. According to the plan, '"the most readily
available way of raising the national income is by concentrating our
_efforts in the coming seven years first and foremost on the modernisa-
tion of agriculture." Later:
however much progress is made in the non-agricultural sectors
of the economy the general level of prosperity in Ghana cannot
increase significantly unless agriculture which employs nearly
two-thirds of the labour force also undergoes a revolutionary
change. During the next two decadas the rate of growtn in
agriculture will condition the rate of growth of the whole
economy. !
Agricultural development was necessary, the planners believed, to
improve nutritional standards, to raise the level of rural incomes,
to increase the supply of raw materials, and to reduce dependence on
9
imported foodstuffs. ? Unfortunately, however, this was a matter on
which Mensah ard his fellow officials were out of step with the polit-

icians, and on the balance between agriculture and industry the Plan

is a poor guide to the actual pricrities'of Nkrumah and his colleagues.

For Nkrumah development was synonymous with industrialisation, as

is already apparent from a number of quotations on earlier pages. 1In

98Nkrumah in an address sent to Parliament, reported in the

Ghanaian Times, 26 September 1963.

99These references are from the Seven-year Plan, bp. 14, 54, 61
55-56 respectively.
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. . 100
his vicw agriculture vas an inferior form of activity and those
who criticised a strategy of industrialisation did so for sirister
motives:
industry vather than agriculture is the reans by witich
rapid improver-ent in Africa's livine standards is nossible.
There are, houwever, inncrial snacialists and apclogists
who urge the less develoned countrics to concentraic on
agriculture and leave {ndustrialisation for seme later
time vhen their populaticas shall Le vell fed. The world's
econoxnic develonmant, novvever, shows that it is enly uvith
advanced incustrialisation that it has been possible to
raise the nutritional level of the pcople by raising their
levels of fncome. 1Vt
He seems here to come close to 2ccusing iis own planuers of being
apologists for imperialism!

He did not of course, deny the desirability of raising agri-
cultural productivity, merely the notion that industrialisation
should wait upon this development. Even with regard to agricultural
policies, his view scemed to be that the best way was to industrialise

" w102
{t. He thought in terms of "gigantic agricultural schenmes, of
large-scale mechanisation--thoughts which he translated into action,
as will be shown in Chapter 8. He had little faith in the modernising

capabilities of Ghana's millions of small-scale peasant farmers, or

{n the utility of aiding them, ''Small-scale private farming," he was

100“19 belief in the inferiority of agriculture comes out very
strongly from a rcading of Towards Colonial Trecdon (1962). Several
Ghanaians have mentioned to me that ikrumah rerferred to farming as
"g poor nigger's business' (compare with !larx's reference to "the
idiocy of rural life"), although I have not becn able to trace a
source for this statement,

1OINkm:nah. 1965, p. 7.

losztumah, 1961, p. 28.
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to write in onc of his later books, "is an obstacle to the spread of
socialist ideas, It makes for conservatism and acquisitiveness and

n103 This, perhaps, helps

the development of a bourgeois mentality,
to explain why he dismantled the agricultural extension services
designed to help thc peasant farmers.

The divergence between Nkrumah and his technocrat planners also

showed up with respect to the phasing of industrial development. The

strategy of the Seven-year Plan was to start with the simpler manu-
factured consumer goods, building materials and the processing of
Ghana's traditional raw material exports, then to progress to basic
industries such as metals and chemicals, and finally to proceed to
the creation of heavy industries and the manufacture of sophisticated
: ’ . , 104
products such as electronic equipment. * Even though Nkrumah was
the nominal chairman of the Planning Commission and the planners had
used the CPP manifesto as political guidance in drawing up the
105 , . . e s . .

plan, it is clear that neither in principle nor in practice did
he agree with this sequence:

secondary industries, important as they are to making us

economically independent, will still leave us heavily

reliant on outside sources and skill unless we build up

those heavy industries which alone Drov1de the fundamental
basis of industrialisation,lU0

103Nkrumaﬁ, 1970, p. 79. A lack of faith in the peasant is, of
course, firmly in the Marxian tradition. See Baran, 1957, p. 273:
"The subsistence peasant in backward areas...has neither
“the means for acquiring the necessary implements, nor--znd
this is even more 1mportant--wou1d he be able to employ them
on his dwarf plots.'

0[+Seven-ycar Plan, p. 12. 105Ibid., P. V.

106Nkrumah reproduced in Friedland and Rosberg, 1964, p. 260
(my emphasis). When cutting the sod at the site of steel mill he
similarly argued that "Ghana must go into basic industries so as to
‘produce machines and tools for further industrialisation..."
(Chanaian Times, 4 Junc 1962).
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In the end, the planners had to bow to the view of their President,
so that, wherecas the process of industrialisation described in the

Seven-year Plan was envisaged to occur over a twenty-year span, the

Annual Plan for 1965 shifted into a dramatically higher gear and
stated that ''the time has now come to devote more attention to the
developmeﬁt of basic industrieg..."107' Published only a year later,
this made'nonsense of the perspective plan of the master document.

In brief, then, Nkrumah's strategy was one of accelerated in-

dustrialisation. Even though the Seven-year Plan dragged its feet

in this matter, the production targets set out there do indicate the

. general nature of the process that was envisaged:

Table 3.1

Qutput Targets of Seven-Year Plan, by Sector

Planned increase in output,
1960-1962 to 1969-1970 (in

Sector . constant prices) (percent)
Agriculture 53%
Mining 527
Industry and construction 837
Other sectors 407,
TOTAL GDP 57%

Source: Seven-year Plan, Table 13.7, p. 270.

107Annual Plan for 1965, p. 23.
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While it is correct to summarize Nkrumah's.strategy as one of indus-
trialisation that, does not, of coursd, gell the wh&le story and we
conclude this section by referring briefly to two other aspects that
were important aspects of his strategy.

One of these was the rapid expansion of education and the supply
of skilled manpower--necessary, of coufse, for successful industrial-
isation but desired also for its own sake. Elementary school educa-
tion was free and was made compulsory in 1961; fees for secondary

education were abolished in 1965. The Seven-year Plan proposcd to

double the number of pupils entering secondary schools during the
plan period and a sixfold increase in the output of the universities.108
Moreover, the targets of the plan implied a 100 to 300 percent increase
in the number of skilled workers over its seven years, depending on
whose figures one believed.lo?

Secondly, we should note the increasing share of economic
activity that was envisaged for the s;até. This was how the objective
of socialism was understood in Ghana and we have already quoted
Nkrumah as claiming "the complete ownership of the economy' to be the

objective of his government. This was reflected in some degree in

the Seven-year Plan., Forty-four percent of all planned investment was

to be undertaken’ by the government, public consumption was to grow

twice as fast as private consumption, and public-sector output of

108See Seven-year Plan, Chapter 7, and also B issue, 1967,
pp. 38-40.

109:.0 seven-year Plan, Table 7.1, and also Killick, 1966,
pp. 150-153.
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various agricultural crops was to increase more rapidly than the ouﬁ-
put of the private scctor by multiples cf between 1% and 28.110 The
share of the state in industrial output was also to grow, although no
precise target was set. MNoreover, this was not just wishful thinking
on the part of the politicians; we will record in a later chapter how,
with the exception of agricultural output, a great deal of socialisa~
tion of economic activity actually occurred.

The foreign.exchange budgets that were produced for 1965 and
1966 illustrate yet other aspects of this socialisation, for, as will
be shown in Chapter 10, these budgets envisaged a large-scale social-
jsation of import capacity, transferring large amounts of foreign
exchange from the private to the public.sectors, and -the import
licensing system was expected to give priority to state enterprises
in the allocation of licenses for raw materials, spares and capital
equipment.

The instrumentalities

We have seen already how Nkrumah regarded planning as a vastly
superior means of achieving industrialisation as compared with the

laissez faire methods of the nineteenth century. Thus, planning was

central to the implementation of the strategy we have described above:

Socialism implies central planning in order to ensure that
the entire resources of the State, both human and material,
are employed in the best interests of all the people.111

0
1 Computed from Seven-year Plan, Chapters 4 and 13. See also

. Killick and Szereszewski, 1969, pp. 111-112,

111CPP, 1962, paragraph 5%.
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But what actually was conceived as the role of planning? The most
fruitful source on this is the 1962 CPP manifcsto, Frogramme for

2
Work and Hamnincss.ll The planners, the party believed, should

decide how resources siould be mobilised for development and how
they should be used. They shquld decide the relative shares of
saving and consumption and how to attract labour, They should
also "rdation some raw materials" among the sectors of the economy,
The organisation of education, decisions as to what forms of agri-
culture and industry should be encouraged, where they should be
located, and how they should be attracted and financed, were among
the other tasks of planning,

Direct participation of the staté in the productive system
was, of course, to be one of the means of industrialising and of
modernising agriculture, Inqreasingly, though, this was to take
the form of acquiring new assets rather than by nationalising
private concerns. A few failing gold mines and a large trading
company were bought out by the govermment on mutually agreed terms
but the general approach adopted was well put in a 'Guide to the
Implementation of the Seven-year Plan': that socialism should not
be achieved '"by hindering the growth of the private secter, but
by maximising the growth of the public sector. Private enterprise
will not be killed; it will be surpassed."113 Socialist writers
were subsequently to criticise Nkrumah for what they regarded as

this suicidal attempt to sup with the devil.114

112The remainder of this paragraph is summarised from ibid.,

paragraphs 56-64.
113 C
: Quoted by Mensah, 1965, p. 14,

llasee Fitch and Oppenheimer, Chapter 8.



3-44

Administrative'coﬁﬁrolé'alsé proved to bé major instruments
for the implementation of government econohic priorities--controls
on imports, capital tramnsfers, on the iicensing of industry, on
minhuum wages, on the rights and powecrs of trade unions, on prices,
on rents and on interest rates. Of course, not all this was new.

Despite Nkrumah's belietis to the contrary, colonial policy had not

been one -of laissez faire., Attempts to control prices, rents and
interest all were initiated in the colonial period and there were
other major pieces of interventionism, the most notable example
being the war-time creation of a statutory marketing board with a
) 115 ,
legal monopoly over the exportation of cocoa. Szereszewski has
shown the key role of the colonial government in an earlier period
, 116 .
of the Gold Coast's development and, as one observor has put 1it,
"Nkrumah did not nced a socialist ideology in order to follow and
. © 117
improve on a well-beaten track.

But socialist ideology he had, nonetheless, and what is beyond
doubt is that the extent and pace of interventionism greatly expanded
in the early sixties. He may have been building on a ready-made
foundation but the structure he created was certainly a bigger one

than the original architects intended. There was, in other words, a

real sense in which Nkrumah was turning Ghana into a 'command
[

11 . .

5Bauer, 19 deals well with the history of cocoa
marketing and with various aspects of the interventionism of the
colonial governments,

116Szereszewski, 1965, passim.

117J. c. de Graft-Johnson in Economic Rulletin of Ghana, 1972,
No. 1, p. 58.
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economy', in which the state was gradually taking over all major
economic initiativcs.lls That there were big differences between
what the planners weré expected to do and what they were actually
able to achicve is true and will be brought out more fully in later
chapters, but this does not alter the basic fact that Nkrumah was
seeking to establish a centrally planned and controlled economy.

A ;econd type of question we can examine under the heading of
instrumentalities concerns Nkrumah's views with respect to the mobil-
isation of resources for the development of the economy.

Nkrumah was here caught in a cruel dilemma, although a common
one for the leaders of low-income countries. We have shown him to
have been under fairly intense politicai pressure to satisfy the
material aspirations aroused among Ghanaians by the struggle for
independence and, especially,.to rewvard his party activists, and this
fact obviously imposed constraints upon the extent to which he could
squeeze the Ghanaian consumer in order to mobilise resources for the
development effort. Dut we have also shown that Nkrumah believed
that "The vicious circle of poverty...can only be broken by a massively
planned industrial undertaking,'" and that his objective of greater
economic independence would naturally predispose him in favéur of as

much domestic financing of this 'massive undertaking' as ossible.119
g P

118For a development of the notion of a command economy see
Wiles, 1962, p. 18 and passim,

119"It has been well pointed out that political independence is
but an empty facade if economic' freedom is not possible also. I must
emphasise again, however, that economic freedom cun only be purchased
by capital development, it cannot be given from outside." Nkrumah
in 1965, quoted by Grundy, 1963, p. 445.
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His attempted recolution of this dilcmma was characterist-
ically bold. Some outside assistance was essential but the bulk of
Ghana's big push was.to be achicved from domestic resources. The
resulting necessity to raise domestic savings inevitably meant
restraining the growth of consumption but the material aspirations
of the péople were also to be satisfied, by two means: (a) by
achievi;g a high overall growth rate which would enable some appre-
ciable improvements in consumption standards (anﬁ the creation of
more jobs) even while the domestic savings ratio was being raised,
and (b) by emphasising the expansion of collective consumption,
through the creation and improvement of social services (thus
also satisfying the socialisation objeétive).

We shall give reasons in a latex chapter for not taking the

specific numbers very seriously but, nevertheless, the overall macro-

strategy of the Seven-vear Plan provides a useful illustration of

the approach just summarized. Table 3.2 below sets out some of the

key macro-economic magnitudes of the plan.



Ratios

1.
2.
3.

4.
5.

_ selected Macro-cconemic Aspects of Seven-year Plan

Table 3-2

(percentages of NDPE/

Private consumption
Public consumption

Net domestic fixed capital
formation

. . b
Net domestic savings—

Net capital inflow

Growth rates

6.
7.
8.

9.
10.

Private consumption
Public consumption

Gross domestic fixed capital
formation

Gross domestic savings

Gross domestic product

Marginal savings rate

11. 1Increase in gross domestic
savings as % of increag?
in disposable incomes ='
Sources: Seven=year Plan, chapter 13.
Economic Survey, 1968, Table 3.
Brown, 1972, Tables C-3 and D-l.
Notes:
al
b/ The figure for 1960-62 is derived as a residual.
e/
domestic saving.
al
e/

(percentages)

Actuals

1960-62

81l.1
11.1
13.9

7.9
6.0

Planned
1969/70

73.8
14.0
17.1

12.2
4.9
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Planned
1963/64 jd

1969/70 =

4,5
7.7
9.1

10.6
5.9

29

There are no official estimates of capital consumption in Ghana for this
period so I have taken Brown's estimates, adjusted to a current-price basis.

Disposable income is defined as pri&ate plus public consumption plus gross

Averages for the three years, lerived from current-price series.

There are discrcpancies between some of the targets mentioned in the text
of the plan and those which can be estimated from the plan's projections.
The latter have been used. here.
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Table 3.2 shows that, even though investment was quite high
by the standards of low-income countrics‘immcdiately prior to the
plan period (nearly 14 percent--see line 3), the intention was
nevertheless to raise this further--to over 17 percent. Bearing in
mind tha; we are here talking of net investment, what is conveyed
here is an investment effort of somewhat heroic proportions. More=
over, the proportion of capital investment financed from abroad was
intended to go down (line 5) and the domestic savings ratio was to
rise from under 8 percent to over 12 percent (line 4),

In spite of this per capita consumption was planned to rise
in real temms: private consumption was to rise at the rate of
4.5 percent while populatipn growth was.taken as 2.4 percent p.a.
Note, though, the socialisation of consumption that was planned
(lines 1, 2, 6 and 7); while the share of NDP claimed by private
consumption was to fall, the share of public consumption was to
rise, Finally, note the marginal sav;ngs rate implicit in the
plan of practically 0.3.(1ine 11). 1In fact it can be estimated
that a full 77 percent of total planned investment was intended
to come out of domestic saving. This was the arithmetic of
economic independence.lzo

Given the .conomic pressures upon him, Nkrumah's willingness

‘to squeeze the domestic consumer was courageous, some would say

120
Estimated from Seven-year Plan, Chapter 13.- Fifty percent

of total plan investment was to come from private domestic saving
and 27 percent from the state.
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It is tempting to dismiss all this as unrealistic, the mere
pipe dreams of planners. But, as is recorded in later chapters,
many of the intentions just described were actually realised: the
investment ratio was raised, so was domestic saving, and there was
a major socialisation of consumption. What failed to materialise
was rapid growth,

Given the economic pressures upon him, Nkrumah's willingness
to squecze the domestic consumer was courageous, some would say
foolhardly. He had some appreciation of what was involved if he
was to reconcile his plans for industrialisation with his objective
of economic independence:

The Welfare State is the climax of a highly developed indus-
trialism. To assure its benefits in a less developed country
is to promisc merely a division of poverty. Undoubtedly
there must be an investment of a proportion of the capital
reserves in the establishment of minimum wage levels to
assure proper diet, as well as minimum health and housing
facilities. But poverty is progressively reduced only as
productivity progresses and part of its surplus can be made
available in increased wages, better housing and generally
improved social conditions.121
One surplus he had been squeezing for some time was that generated
by the cocoa farmers. Through the agency of the Cocoa Marketing
Board, large proportions of the export proceeds of cocoa were with-
held from the farmers and used by the state, and the squeeze was tight-
¢
ened drastically in the first half of the sixties. Since much of the
active opposition to the CPP had come from cocoa growing areas,
especially in Ashanti, to tax the farmers was politically easier,

perhaps, than it otherwise would have been, but he was also willing

to spread his net to the urban proletariat., For example, he saw

121Nkrumah, 1963, pp. 105-1006. Note that he characteristically
treats industrialisation as synonymous with devclopment.
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the trade unions in independent Ghana as playing a quite different
role from that of the colonial period.’ Thus, the CPP manifesto:

In the present stage of our develepment, Trade Union offi-

cials must discard their colonial mentality and methods and

remember that they are not strupgling against capitalists...

- The Trade Union HMovement must spearhcad their efforts to
raise production and produetivity and cease to be advocates
1 PR 2

for outmoded conditions.l?= :
Here again Nkrumah was willing to match his words with deeds. On the
advice of Nicholas Kaldor, a budget was introduced in 1961 which both
raised taxes and introduced a compulsory savings scheme with the
purpose, as Nkrumah was later to explain, '"to make the people aware
of the false standards and illusory ideas of wealth in an economy
which has not yet got off to a real start on the road.of reconstruc-

w123 . .

tion and development. When some workers struck in protest their
nominal 1eader; the General Secretary'of the Trades Union Council,
berated them as,

Frightened by measures taken by the Govermment to streamline

the nation's pattern of expenditure, demonstrate the soundness

of our finances and gear both on to a programme of industrial-
isation... :

and the strike leaders were imprisoned.
Even in 1965, when there was much inflation and shortages of
consumer goods, the government brought in another budget to substan-

¢ .
tially raise taxes, and Nkrumah called for reductions in consumption

122CPP, 1962, paragraph 121.

123Nkrumah, 1963, p. 100,

124

John K. Tettegah reported in Ghanaian Times, 20 September 1961,
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expenditures to make rcsources available for investﬁent;lzs The
.foreign exchange budget for that year cryptically il1" .strated the
govermment's priorities: '"The allocation of consumer goods imports
by tuc private sector is the residual after the minimum requirem nts
for health, primary industries, manufacturing industries and govern-
ment consumption have been fully met."126 Desides overt taxation,
the gdvernment also showed itself willing to resort to the 'inflation
tax' as an additional means of mobilising resources, and there was

large-scale deficit financing in 1964 and 1965.127

12strumah reported in Ghanaian Times, 13 January 1965, This
budget proposed tax changes to raise additional revenues of $46 mil-
lions, equivalent to a 19 percent increase over estimated actual
revenue in 1963/64--see The Dudset, 1965, Part II, pp. 5 and 17.

126

The Budget, 1965, Part III, p. 8.

127See Ahmad, 1970, especially Chapter 1.
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Nkrumah's policiecs as a case study of applied development economics

At the end of the fifties, we have argued, Nkrumah was under con-
siderable political p?cssure to deliver on the promises he had made
before independence and, especially, to reward the party faithful,
Owusu is one writer to have rightly stressed the economic basis of
Ghanaian nationalism and politics; in an interesting article published
in 1966 ﬁimmer madé much the same point: that 'development in Ghana
was not necessarily understood in the way that economists view it b;t
was thought of rather in terms of the creation of jobs and of certain
physical manifestations of economic change, such as the building of
roads, schools, water supplies, and so on.128 This point of view is
not necessarily in fundamental conflict with the view that Ghana's
leaders were also pursuing economic growth and development as it
would more usually be thought of by economists. 1In a later article,
however, Rimmer threw down a much more fundamental challenge to the
idea that economic development is an important objective of economic
policies in countries such as Ghana.129 He would, I suspect, challenge
the conceptual framework of this chapter, which views economic poli-
cies in Ghana as development oriented, and it is a challenge that
cannot be ignored. To summarise, Rimmer's argument is that West
African political realities are such that the chief concern of policy
‘makers is to achieve a redistribution of income in favour of them-

selves and their supporters. Economic development, "in the usual

128, mer, 1966.

129Rimnier, 1969,
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“sense of "higher living standards for the mass of the people, probably
has to be accepted as an incidental outcome ¢f human zctivity, rather
than the result towards which all organisc& social eoffort is consistently
directed" a.nd planners can most usefully ‘content themselves with secur-
ing marginal changes, or perhaps with defending particular sectors or
policies, in a proccss of economic change which has a yigorous life
independent of their designs." This view, he states, is particularly
applicable to Nkrumzh's Ghana.131 By implication, the use of terms such
as socialism is a mere diversionary tactic, with little material content,
The real ideology is acquisitiveness - the ammassing of wealth by the
leaders and their closer followers through graft, the creation of jobs,
and other redistributive devices. These are the politics of cynicism,
but do they fit the case they have been describing?
That there is an element of truth in it must be conceded; Rimmer

is far too astute and experienced an observer of the West African scene
for anything else to be the case. It is true, as will be showa in a
later chapter, that, for all his talk of planning, Wkrumah showed little
understanding of it and took little notice of his planners. It is also
frue, as subsequent commissions of enquiry were to establish, that there
was a good deal of corruption in Nkrumah's government, from which the
leader himself was not immune.132 It is also correct that the government

devoted considerable resources to the 'uncccnomic' creation of

Llipia., p. 202,

1328ee Chapter 10 below and also the reports of various com-

missions of enquiry into various malpractices, conducted after the
1966 coup.
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employment.133 put these clements of truth are smaller than the whole
and, in my viecw Rimmer's analysis fails to provide a plausible explana-
tion of Ghana's econuomic policies under Nkrumah or, indeed, under any
other government,

It is interesting to recall, firstly, that it was neither tkrumah
nor his ministerial colleagues who stressed employment creation in the
ecarly sixties, but the Exccutive Secretary of the Planning Commission -
a civil servant, not a politician.134 Relatively little cmphasis was
placed on the unemployment problem in Nkrumah's writings and after his
overthrow he was actually to make the extraordinary claim that "In
Ghana, before 24th February 1966, unemployment was virtually unknown.
Tie 1962 CPP manifesto proclaimed that unemployment would be abolished
by the end of the sixties but scemed as concerned with ensuring the
release of surplus labour from the rural areas to near the factories
that were to be set up.136 Secondly, we may note that the bribery
which occurred in his period did not have quite the distributive
effects that Rimmer claims. It is true that some Ministers and party
functionaries became wealthy men but others, like Kwasi Amoako-Atta,
Nkrumah's last Minister of Finance and one who took his socialism
seriously, were straight. At least a substantial proportion of the

graft went to public servants- who had generally remained aloof from

133The best known example was the creation of a 'Workers Brigade',
a quasi-military organisation set up to provide employwment., The
Brigade's attempts at productive activities, chiefly in farming, were
outstanding failures (see Chapter 9) but it is estimated that there
were 19,000 brigadeers by 1965 (sce Scott, 1967, p. 95). The State
Gold Mines were also acquired primarily to prevent an increase in
unemployment and considerable pressures were exerted on other state
concerns to employ more workers than they needed (Chapter 2).

1/
134See Pe oo

135 rumah, 1968, p. 92.
136

CPP, 1962, paragraphs 125-127.
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the CPP - rather than to the faithful, and another large part of it went
to finance the considerable activitics of the party itself, rather than
being added to personal fortunates. Moreover, in my view, corruption
was not cspecially serious during the Nkrumah regime - what went on in
.Ghana was modest by the standards that were being set, let us say, in
Nigeria or Liberia,

Hoéevcr, these are quibbles, More fundamentally, a number of
the chief aspects of the policies of the period we are concerned with
simply do not fit into Rimmer's explanatory framework. The big push,
the intensity of the drive t§ industrialise, the emphasis on the need
to transform the colonial structure of the economy - these are not
factors which can easily be explained in.terms of a desire to redis-
téibute wealth in favour of those in power rather than with a concern
with development. Similarly, Nkrumah's attitudes and policies regarding
the ‘ownership and control of assets do not fit the Rimmer thesis.
Nkrumah, we have shown, sought to limit Ghanian businesses to small-
scale enterprises and, if he had to choose, preferred foreign entrepreneurs
to Ghanaians. He did not expropriate foreigﬁ businesses in orde; to
transfer wealth and jobs to his friends, and the management of many of
the public cnterprises he set up was placed in the hands of'expatriates
rather than Ghanaians. TFinally, we have noted that Wkrumah showed
himself willing to adopt tough measures to restrain private consumption,
even in times of hardship, rather than give up his vision of a modern-
ised and industrialised Ghana: Certainly wealth and income were
redistributed in Ghana but much of the shift was in favour of investment

and of the state and was achieved at considerable political cost in



terms of lost support. Nkrumah's vesponse to group demands was to
ingest them more often than buy them oﬁf.

In short, Rimrer would have us view Nkrumth's economic policy
as the essentially static one of redistributing wealth in the direction
of favoured perscns and groups. lle provides us wifh a picture of
politics as being preoccupied with aggrandizement, rewar< and economic
appeasement. These were certainly parts of the sceine; it would be
naive in any setting to think of policy as being directed towards the
single-minded pursuit of development to the -exclusion of all other
objectives. But Rimmer's thesis fails to explain the undoubted dynamism
of the late Wkrumah period, it fits only some of the facts and conflicts
rather strongly with Nkrumah's willingness to impose hardships in pursuit
of a long-term vision of a ﬁodcrnised Ghana, It is impossible to obtain
a rounded view of his polici>i unless we accept iong-term economic
development or modernisation as being one of his overriding purposes.
. We conclude, then, by summarising the case in favour o§ viewing Nkrumah's
policies in the sixties as a case sﬁudy of applied development economics.

In stressing the nationalist and socialist influences on Nkrumah's
thinking and policies we have perhaps neglected the impact of the iead-
ing ideas of economists who were concerning themselves with the problems
of low-income countries. Nkrumah showed some awareness of their writings

and used some of their arguments,137 although their direct influence

137For example, he quoted and paraphrased Myrdal on the inappro-
priateness of free trade policies, on the need for planning and for
intervening in normal market processes (sce Mkrumah, 1963, pp. 1-9-10
and 161).



on him was probably not more than marginal., Of potentially much more
importance was their judirect infiuence through the advice he received

from his civil servants and advisers. Two Chanaian civil servants vho

were particularly involved in the preparation of the Seven-vear Plan
P J prep

were K, N, Omaboe,.covcrnmcnt Statistician who acted as chairman of
the Planning Commission waen lkrumah was absent, and J. 1. Mensah,
Executive Secretary of the Planning Commission and chief draughtsman
of the plan, Thesc were both relatively recent graduates {rom university
who were well aware of the leading ideas in development economics at
that time. We have already mentioned the influence of Mensah's writings
on the Plan; Omaboe, wio stated that implementation of the plan would
“catapult the nation to the threshold of the take-off stage", was also
an important figure.138 In addition, over the vears the Planning
'

Commission and the Bank of Ghana (another important source of econcmic
advice) built up a staff of recently graduated economists well versed
in the ideas of mainstream development economists and it is reasonable
to assume that they too had a bearing on what went on in Ghana in this
period. 39

Mention might also be made of the considerable artillery of
outside economic advice that Nkrumah and his aides had access to in

‘these yearc. Among the most priminent of the foreign economists who

at one time or another advised Nkrumah were Dudley Sears, W. Arthur

1388ee Omaboe's interesting account of planning in Ghana in
Omaboe, 1966, Chapter 18. The quote is from p. 459. Sce also
Mensah's 1962 article.

139The present writer was at that time on the teaching staff of
the Department of Lconomics at the University of Ghana and was among
those who went to some pains to tdo-colonise' the curriculum and to
give it much more of a develooment orientation.
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Lewis and Micholas Kaldor. A confercnce of cxperts was held in April

1963 to discuss a draft of the Scven-year Plan which was attended by

these three scholars and by such other well-knoun n2na2s as Albert
Hirschman, K. . Raj, and l. C. Bos, Tinbergen's asscciate. The
strategy outlined in that draft was virtually identical with the one
published in the final document and it is interesting to sece what
attitude.the participants of the conference took towards it.140
Their chief criticisms of the draft, as I recorded them at the time,
were:

(a) The plan was over-ambitious, especially with regard to what
could be achieved in agriculture and with the supply of
skilled manpower;

(b) It did not contain enough specific projects (it was in this
respect the opposfte of 'colonial planning', which essentially
consisted of a shopping-list of projects);

(¢) Insufficient work 1ad been done on the internal consistency
of the plan, and a working group proposed a simple form of

input:output table that might be used for this purpose;

(d) The plan covered too long a period.

In short, constructive professional advice was offered but very little
by way of fundamental criticism of the strategy contained in the draft,

Nkrumah's planners could reasonably have gone away from that meeting

40
1 1 am here relying on notes I tock as a participant of this

conference.
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in the belief that the principal ideas of the plan had found general
accept::.mce.u‘1

What this suggests, and vhat indeed is a chief contention of
this study, is that vhat Nkrumah was trying to do.in the sixties was
in consonance with the ideas of most development economists, The
view of the cconomists themselves had some influence on Nkrumah's
decisions but what was decisive was the congruence that existed
between the idecas of mainstream development economics at the beginning
of the sixties and the views of Marxists and nationalists that was
pointed out in the previous chapter. It was the mutual reinforcement
of economics, socialism and nationalism that gave this set of ideas
such an intense attraction to statesma2n such as Rkrumah,

We have already shown marked similarities betwcen Nkrumah's
analysis of the obstacles to Ghana's economic dovelopment and the
pessimistic diagnoses of the development literature of the fifties
Recalling now the description in Chapter 2 of the chief prescriptions
of mainstream development economics at the beginning of the sixties,
consider now the similarities between these and Nkrumah's views,

Firstly, they agreed that development was a discontinuous
process of structural transformation; we have seen how insistent the
Chanaians were in their desire to remove the 'distortions' created
by the 'colonial' structure of the economy, based upon primary
production. Secondly, they were agreed that a big push was necessary

in order to achieve the desired transformation - recall Nkrumah's

141 . , .
For the record and to avoid any contrary impression, it
should be stated that I was among those in agrcement with the plan's

broad strategy.
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call for a "massively planned industrial undertaking" if Ghana was
' 142

to brealk out of "the vicious circle of poverty." Thirdly, they
were apparently agrced that a very high level of investment was a
crucial component of the big push; Table 3.2 showed the dimensions of
what vas envisaged for Ghana, A fourth point of agreement was on the
necessity for industrialisation, and a pattern of industrialisation
which concentrated on the manufacture of import substitutes: Nkrumah,
like many economists, was convinced by the-.industrial revolutions of
the nineteenth century that industrialisation was the path to prosperity
and that, by comparison with agriculture and other forms of primary
production, industry was a much more potgnt modernising force.

Finally, we can notc the concurrence of the economics profession
and of Ghana's leaders on ti2 need for planning and of the inadequacies
of the market system. The centralised planning envisaged by the CPP
would, as we have seen, replace or modify the markets for commodities
and foreign exchange, for labour ahd for capital. 1In general, the
policy instruments chosen were intended to replace the markets rather
than improve upon them - price controls, foreign exchange regulaéions,
industrial licensing, price controls - although there were exceptions
like the Capital Investment Act, which essentially offered pecuniary
‘incentives to foreign investors. Given a shortage (and suspicion)

of local entrepreneurs, the state was to fill the vacuum by setting

142Nkrumah, 1963, p. 167.
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up its own farming, trading the indugtrial enterprises. TFinally, the
state was to play the major rele in mobilising the savings nccessary
for the big push - through taxzation and, in the last resort, through
deficit financing.

This, then, is the case gor treating Rkrumah's policies as a
study in applied development cconomics. Much of the remainder of this
book is taken up with an examinatien of how the application worked out

in practice.

1T - ECONOMIC STRATEGIES AFTER NERUMAH

By the beginring of 1966 Ghana's cconomy was in a parlous state.
Inflation and shortages had depressed living standards. The government's
budget and the external payments position.were gravely out of balance.
Population was growing faster‘than output in spite of a massive investment
effort, most state conccrns were operating at miserable levels of cffi-
ciency, the Seven-year Plan had become a dead letter, and the country
would clearly not be able to meet her external debt obligations in the
months to come.

. The obvious preoccupation of the military and police offers who
overthrew Nkrumap in February 1966 and formed the National Liberation
Council (NLC) was therefore to restore some order to the chaos, a task
which filled most of their three-and-a-half years in powver. The civilian
administration under Dr. Busia's Progress Party which followed the KNLC
did concern itself more with development but the misitary allowed them

only a little over two years of office before another coup swept the
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National Redemption Council into power early in 1972, under the
leadership of Col. J. K. Acheampong. This period of stabilisation

and of political chnngé is of less general intercst to the student

of the problems of cconomic development and only one of the following
chapters is wholly deveted to the post-Nkrumah period. I will therefore
be much briefer here in sketching the cconomic strategics pursued f[rom
1966.

The coliders and policemen of the KLC stood for a return to a far
more pragmatic approach to the country's economic problems than had
formerly been the casc. They were not interested in socialism or, indeed,
in any other idcology. They set out to restore some degree of 'efficiency'
to the economy and were not much concerned with the elaboration of a
coherent body of economic ideas. They throughout saw themselves as
essentially a transitional government and adhered with a remarkable
consistency to their state intention to return power to a popularly
elected civilian govermnent, As soldiers and policemen they were, in
general, happy to leave Fhe mysteries of economic management to the
'technocrats', their civil servants, and for most of their period
Omaboe (Nkrumah's former Government Statistician) was the dominant
influence in the formulation of economic policiés. In his view, the

chief problems facing the country at the time of the coup were:

(1) The correction of the present imbalance in the
country's forecign payments position;

(2) The arrest of the inflationary prcssures to which
the economy has been subjected during the past few
years;
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(3) The provision of more job openings for the rising
population of the country; and

. &
(4) 'The restoration of balance to the Government's Budgetl'

Their overall strategy for dealing with these, put tcgether with
the advicg'of the IMF}44 was to pursue orthodox disinflationary fiscal
and monetary policies while at the same time preventing an adverse
effect on production by improving the utilization of existing productive
capacity, and preparing the economy for another development effort to be
launched as soon as the stabilisation objective had been achieved. The
chief policies adopted in pursuit of this strategy are summarised in
what follows.

TFirstly, to reduce the pressure of demand on available resources,
and thus to improve the balance.of payments and ease inflationary
pressures, major reductions were made in public-sector investments,

The general principle was adopted that economically sound projects
already under way should be completed but that few, if any, new projects
should be commenced. This, of course, also reduced the budgetary deficit
and permitted an end to inflationary deficit financing. (At the same
time, though, the NLC undermined these policies by announcing tax cuts

and by failing to pring the recurrent budget under control, of which

143'I‘he key documents upon which the following account of NLC
policies are based are NLC, Rebuilding the MNational Econcmy (March 1966);
A. A, Afrifa, tlew Deal for Ghana's Econcmy (July 1967); WLC, Outline of
Government Econcmic Policv (August 1967). The quote is from a statement
by Onahoe in cthe March 1906 document, p. 9. Two other useful backszround
documents arc entitled Ghana's fconomv and Aid Requirements and cover
1968 and 1969-70 respectively. .

144 . :
A resident representative of the Fund had an office in the
Bank of Ghana from 1966 until carly 1970, and in this pcriod the Fund
provided substantial financial assistance to Ghana.
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more later,)

Secondly, the NLC pursued a policy of cautious liberalisation.
Their stated intention was the ev0ntuallabolition of import, price and
exchange controls but, in practice, the most that was achieved was a
modest reduction in the coverage of import 1icens:‘ng.145 In fact, it
is not at all clear that the NLC had anything like a consistent liberal-
ising philosophy - they were pragmatic about that too - for it was not
until the period oflfhe Busia government (and the hegemony of J. H.
Mensah over that government's economic policies) that import liberalisa-
tion gathered pace. Price and foreign exchange controls were left intact,
and so was industrial licensing.146 It is true that in July 1967 the
cedi was devalued by 30 percent but even at the time the NLC did not secem
to believe that this went far enough to establish an equilibrium rate,

A third strand in the policies was much greater emphasis on the
role of private enterprise, especially Ghanaian, Special measures were
introduced to asgist Ghanaian businessmen, and legislation was announced
to reserve certain types of trading and other service activities exclu-
sively for Ghanaians. BJt again the approach was pragmatic. State
participation would be undertaken when private capital was not available
for certain 'basic projects'., Some state enterprises were sold off to
private investors, some state farms closed down, and an effort was made
to improve the economic performance of remaining state enterprises. An

Industrial Holding Corporation was set up to achieve this latter result

1458y end-1968 only 17 .percent of total imports had been
placed on non-restrictive 'open general'licenses,

146It seems probable that the stated policy of removing all

trade and exchange restrictions was chiefly for the loss of the IMP
and creditor countries, and onc of the key policymakers of the NLC
period told me he did not believe it more than a very partial
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with respect to state minufocturing concerns, and considerable numbers
of redundant workers in organisations such as the Woriers Brigade and
a state construction corboration vere laid off. Industrial capacity
utilisation, public and private, was improved by the more adequate
provision of import licenscs forvraw materials and spare parts, and
import restrictions on these items were gradually lifted.

A fou;th strand. in the policies of the NLC was a major effort
to sccure external support, especially frem the Western countries, in
the forms of aid and debt rclief. The response of these countries,
as will be shown later, was the partly self-defeating one of being
generous with aid and parsimonious with debt relicf. Nevertheless,
appreciable net assistance was reccived in both forms from 1966 to 1972,

Finally, the soldiers sought to prepare thc economy for a fresh
development drive (a) by strengthening the pad from which it would be
launched, (b) by creating an atmosphere of confidence conducive to
higher levels of private investment, (c) by beginning to repair the
neglect suffered by the country's peasant farmers‘under Nkrumah,
especially by rebuilding the agricultural extension services, and (d)
by strengthening the economic planning capabilities of the public

service.la7 Indeed, the NLC itself sought to move towards more growth-

liberalisation. Provision for industrial licensing was explicitly
retained in the 1968 Industrial Policy Statement, p. 9.

147The government requested the assistance of the llarvard
Development Advisory Service instrengthening its economic planning
potential and an advisory team worked in Accra from mid-1967 until
September 1972. This writer was a member of the 'llarvard Group' work-
ing in the planning agency from October 1969 to July 1972.
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oriented policics towards the end of its period of office and preparcd

a two-yecar development. plan with the signifiecant sub-title, From

/,
48

1
Stabilization Lo Development, A family planning programme was

adopted - thus making Chana one of the first African states to have
a populatibn policy - although éne that. did not (and has not) taken
on much concrete cont:cnt.149

When they hanaed over to the newly-elected Busia administration
in October 1969 the NLC could claim that '"Ghana has achieved a sufficient
measure of economic stability and restored conditions for new growth,"
while conceding that major problems still awaited solution.150

In spite of their long wait for power, Busia and his colleagues
came to office with very little by way of an economic policy. It was, as
those of us who were advising the ncw government quickly discovered,
impossible to derive from the election manifesto of the Progress Party
a meaningful economic philosophy, although it was generally in favour

of private enterprise and placed considerable stress on giving Ghanaians

. X . 1
a "greater stake in the economy of their own country." o1 In spite of

148NLC, Two-vear Devopment Plan: From Stabilization to

Development. (July 1968).

149See NLC, Population Planning for National Progress and

Prosperity (March1969).
150Omaboe, Development in the Ghanaian Economy, 1960-68,

p. 7 and passim,
151

Progress Party Manifesto, August 1969, p. 5.
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an apparently positiive goneral attitwde to the freer operation of warket
forces, it also envisagzed a very large role for the stite in cconemic
matters. This ambiguity vas neatly illustrated by the co-existence on

the samz page of the manifesto of a pledge to move audy from trace

controls and another to improve the enforcement of price controls,

The man wio immediately emerged as Busia's chicf eccnomic policy-
maker was J. l. Mensah, ilkrumah's former chief of planning who has alrcady
figured frequcntly on these pages. He took over the portfolios of both
finance and plamning, vhich gave him virtual monopoly in the areca of macro-
economic policy making. As a trained cconomist in a Cabinet which contained
little of that type of expertise, Mensah cuiculy assumed a deminant role in
economic matters which only weakened in the last months of the Busia
administration. What were Mensah's objectives and how did he intend to
achieve them?

He revealed himself as preoccupied with three problems: growth,
employment and equity. Having experienced nearly a decade of stagnationm,
he saw that Ghana nceded a more rapidly growing economy; he saw too that
the future of the government he belonged to depended upon improved eccnomic
performance.152 1f a choice had to be made, he would sacrifice econcmic
stability to the pursuit of acceclerated growth --a point on which he was
most explicit in his 1971 budget specchs

In the face of unfavorable trends which are forecast for
tax revenues and the balance of parments, should Government
cut baclk on developmant and even undertake measures of

retrenchment in its cuarrent oncrations? Or -should Governuent
through its budget scek to support, maintain and perhaps

152This point was stressed by him in a document submitted by the
government to the creditor countries in April 1970.
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inerecase the mementum tovavds accelerated development
which hod bocun to show in the cconeny?  The decision
of oug Coverunont is that jt is necessary and possible

R L
to pmrintain ernrnaion, L29

His sccond prime concern, with the unemplovment preblem, was, of course,
completely consistent with the appreach he had taken in the early

sixtics when he was preparing the Scven-vear Pian and it is certainly

no coincidence that, of the three governments we have discussed so far,
Busia's displayed the greatest sensitivity on the cmployment issuc. 1is
concern with cquity (and this was something shared by the government as

a whole) is a relatively new thema for this chapter. The concern was
focussed around the large disparities that were believed to exist between
living standords in the rural and urban areas. For Mensah,

the principal task that has to be accemplished in the
search for socicl justice in Ghana is to raise the
levels of rural incemes as a whole vis-a-vis the levels
in urban incone as a whole, rather /than/ to make
adjustment within the structure of urban incomes.*”

To the lower-paid urban workers who were asking for a higher minimum
wage he had but cold comfort:

At the present time incomes policy is based on the
assumption that the lower paid urban workers are
«+o an under-priviledzed group.on vhose behalf state
intervention should be used in the pursuit of a more
equitable income distribution. 1If instead of that
ypothesis we substitute the more realistic assumption
that the lewer-paid urban workers are simply the less
well-off moembers of a relatively wealthy urban ninority
in the country as a wvhole then our conclusion about
a viable and realistic minimum wage ... would be quite
different,

153J,

/,
154800 J. H. Mensah, 1971,
155

Ibid.

H. Mensah, Budget Statement, 1971/72, paragraph 74,



Discussing the striatepy adepted for dealing with these problems

~

is more than uwsually difficult for they were novhere sct out in a

consistent and coherent vav aned wo are forcoed to judpe whot the govesn-
ment's styvatepy wvas, incofar ns it had one, from what it did.]s6
Four main ctrands can be identificd:

(a). “hat it was nccessary to substantially raise the domestic
investment and savings rates from the low levels to which
they had fallen under the NLC;

(b) That a growing volume of imports was essential if higher
growth rates vere to be achieved, which entailed an
expansion of c¢uport carnings aand even more external
assistance;

(¢) That the Ghanaianisation of economic activitics‘should
be accelerated;

(d) That special cmphasis should be placed on rural development,

In terms of specific policy measutes, this strategy was taken to
entail higher levels of taxation and of public investment (especially
in agriculture and other rural programmes). But while the state was
to play a more prominent role in the development effort, moves werc
also made to further dismantle the instrumentalitics of the command

£

economy. Thus, imports were rapidly liberalised157(unfortunatcly

136Thc following paragraphs are largely gleaned from Mensah's
budget statements and other specches, and, to a lesser extent, from
the One-vear DPlan, 1970/71 (vhich, however, was largely written by
officials and ¢ a poosr puilde to the recal thinking of Mensah and his
ministerial collecaguas),

157It was estimated that the liberalisation announced in the
1971 budget would have only 20 percent of imports still subject to
specific licensing.
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without adequate measures to vation by price what had previously been
rationed by fiat) and a reform was introduced that grcﬁtly raised the
structure of intevest rates available to the private saver and payable
by the investor. A policy of wage restraint was pursued and the 1971
budget substantially reduced the real incomes of public servants.lss
various small-scale service activities wore reserved ciclusively for
Ghanaians and many aliens were summarily cupelled from the country,

Finally, when high public expenditures and a large import boom
brought the cconomy once again to crisis poiat, the government devalued
the cedi by a massive 47 pcrcentlsg(this time over the opposition of
Mensah, whose power was by then in decline). ILven though it was
accompanied by a number of other measures intendad to assuage public
opinion, such as large increases in the wages of lower-paid government
workers, a 25 percent increase in the cocoa producer price and various
tax reductions, this drastic medicine proved too bitter to swailow and
2 group of army officers seized the opportunity to stage a second coup
d'etat in January 1972,

Styling themselves the Na&ional Redemption Council (NRC), they

partially revalued the currency (but left Busia's 'sweeteners'

.

untouched),
restored comprehensive import controls, widened the scope of price controls,
subsidized certainimported consumer goods, and generally moved rapidly back

in-the direction of establishing a command economy. Ghana's economy. had

come full circle; the attempt to move it in the direction of more market-

158, . . )
Reduced housing #nd other allowances were estimated to

reduce the effective jucomes.of higher-paid civii scervants by about a quartor.

159, . . . . . .
I'his is dizcussed in Chapter 12, A devaluation of this

magnitude implicd thot the cedi cost of imported goods would rise by an
average of %0 percent,
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oriented policics had, at least. for the time being, failed, and some of
Nkrumali's old colleagucs began to cemerge in positions of influcnce, if
not power.

‘From this sketch of econemic strategies in the post-Nkrumah years
two features emerge vhich are of particular interest to the theme of this

(3]

book. he first is that just at the time when the cconomics profession
began to fori doubts about the grand theorising and interventionism of the
early literature on development, to pay more attention to uways of making
market forces operate more efficicntly, and to concern themselves more
with the problems of uncmployment and income distribution, so were Ghana's
policy makers moving in the same directions. Uncmployment and urban-rural
income inequalities were major concerns of the busia government, and both
his and the NLC's adminictration sought to at least partially dismantle
the instruments of the command econcmy which ikruman had introduced.

So, just as Kkrumah's policics reflected rather faithfully the economic
strategies then propounded by many econecmists, the policies of the two
administrations that followed mirrored the shifts of emphasis discernable
in the writings on development, as described in the previous chapter.

The sccond point of interest is that the attempt to remove some of
the disequilibria that Mkrumah's policies had created and to return to
more markct-oriented policies failed. The soldiers who overthrew Busia
early in 1972 rapidly reverted to attcmpts to regulate the economy by
fiat, even though they displayed 1ittle interest in the socialist idcology

of the Nkrumah years.



Scveral questions arise. Is it possible to say whether the
policics of 1966-71 premiscd better results than Hkrumah achieved?
Was the heichtened coneern with enplovment and oquity justificd by
the facts and did it lead to an improved set of policies? Why did
the attempt to liberalise the economy fail; what difficultiecs were
encountered in this venture? These arc.questions to which we will

revert later, especially in Chapter 12,



