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n s,,, OF CONT71O T. CT1UNA
 

by Tony j,."uk
 

THE PURPOSES A'N) c i.--,,,Cr.ST 71..O:,T 

Introduction 

In spite of a mounting volume of evidence that the trade 

commonly employed in low-income countries often havecontrols so 


on their economies, and indications that Governments
malign effects 


on the sanctity of fixed
 are beginning to loosen their notions 


exchange rates, import licensing and similar quantitative restrictions
 

Aside from the usual gap between the state of
remain very common. 


the arts in economics and the actual practices of governments, 
there
 

are two particular reasons why advice from economists to gct 
rid of
 

controls is liable to be resisted. Firstly, economists :end to apply
 

coincide with those of politicians, with the
 
criteria which do not 


the Harvard University Center for International
of 


Affairs, and formerly a member of the Harvard Development 
Advisory Service
 

I am most grateful for the
 

*Research Fellow 


group working with the Government of Ghana. 


cooperation provided by the Bank of Ghana in preparing 
this paper, and for
 

Professor Leith is
 
the helpful comments of J.J. Stern and J. Clark Leith. 


exchange control, liberalization
 currently preparifig a substantial study on 


and economic.development in Ghana and was kind enough 
to make a draft
 

of this available to me. Responsibility for the data and views expressed
 

here is, of course, solely mine, and should not be 
taken as representing
 

the views of any of the persons or institutions mentioned in this footnote.
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former perhaps more concerned with static allocative efficiency than 

the latter. Secondly, it is always possible for politicians to attribute 

the past failings of controls to poor implementation by their civil 

servants or to the mistakes of some previous government. 

This study of the operation of import controls in Ghana is
 

therefore centered around two questions:
 

a) To what extent could import controls be said to have
 

succeeded or failed in the nineteen-sixties, according
 

to the criteria of the responsible governments? and
 

b) Were the weaknesses of the system peculiar to that
 

period and therefore remediable, or were they so
 

fundamental as to suggest that import controls can
 

only be operated in Ghanaian conditions at a
 

prohibitively high cost to the performance of the
 

economy?
 

Recent events have made the Ghana case a particularly interesting one.
 

The civilian government that was in power from October 1969 until it
 

was overthrown by a military coup d'etat in January 1972 took the view
 

that the defects of the import licensing system were so fundamental that
 

it should be abolished and replaced by policies operating through the
 

market mechanism. The military junta that took over disagreed and
 

restored a fully comprehensive regime of controls. We are thus studying
 

a country that has experimented with both controls and-liberalisation,
 

and has reverted to the latter. Is this renewed faith in the efficacy
 

of controls justified by the evidence of the sixties?
 

Moreover, Ghana is one of the richer and more sophisticated
 

of the states of tropical Africa. Britain tended to view it as 
a
 

"model colony" and many observers have comnmented on the relatively
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high quality of its publ.ic service. Modernisation has probably proceeded
 

further there tha, in 'nost African states and statistical information
 

is more readily nvailahle for a larger number of variables. In short,
 

we are dealing here with a country which probably stands as good a
 
/ 

chance as any in. tropical Africa of "making controls work." Conversely,
 

if they are found wanting in Ghana, their defects are likely to be
 

even larger elsewhere on the continent. Ghana is thus a particularly
 

interesting case to study.
 

The remainder of this paper proceeds, first, by providing a
 

brief history of import controls. It turns, secondly, to set out the
 

purposes which import controls were intended to serve. Thirdly, it
 

assesses the degree to which the system produced the desired results,
 

(a) in respect of the overall balance of payments and (b) as regards
 

the efficient allocation of foreign exchange. A fourth section deals
 

with the problems and weaknsses which were revealed during the period,
 

and the paper concludes by seeking to answer the questions posed above.
 

A brief history of controls in Ghana
 

When in December 1961 it was announced that existing 'open
 

general' (i.e. non-restrictive) import licenses would not be renewed
 

for 1962 and that importers would henceforth require specific licenses,
 

this was a decision that had been forced upon the Government at short
 
1
 

notice by a rapidly deteriorating balance of payments. There had been
 

current account deficits in four out of the five previous years and
 

these had caused increasing concern but as late as July 1961 the Minister
 

of Finance had gone on record as saying, "I do not believe that the.
 

iSee the present author's, "Ghana's isalance of Pa:;,ents since 1950",
 
Ecnor.ic 3ulletin of hana, Volume VI, No. 2 (1962), p. 16 .
 

http:Ecnor.ic
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objectives;
 
imposition of quantitative import 

controls will serve our 


to 
terms manpower, and often (lcad] 

such controls are expensive in of 

' ' 2 t7costs. 1owever,
we must avoid at all 

corrupt practices which 

Imports were a deficit of record size. 

country was heading towards 


rising sharply, partly because 
of speculation against the possible
 

the foreign
3 and in the course of 1961 

introduction of controls, 


6 0 to
 
were halved--from N€298 million 

at end-19

exchange reserves 


to be done; the
 
Clearly, something had 
million at end-1961.
N€146 


the Government's response.
 
imposition of import controls 

was 


be improvised
of controls had to 

The haste with which a set 


a scheme that had been carefully 
worked out
 

ruled out the operation of 


issued on
 that in 1962 licenses were 

beforehand and it must be presumed 


of that year,
During the course 

a rather ad hoc and arbitrary 

basis. 


was developed, classified according
 
however, a register of importers 


specified
 
to scale of business, and the Ministry of Trade began 

to work cut 


4 In his 1963 budget
 
procedures for processing license 

applications.
 

speech the Minister of Finance 
and Trade, Mr. F. K. D. Goka, 

announced
 

121.
 
2 Parliamentary Debates, Accra, Vol. 24, 

7 July 1961, col; 


3 Economic Survey, 1961, Central Bureau 
of Statistics, Accra, 1962,
 

para. 353.
 

4 See the forthcoming publication by J. Clark 
Leith referred to in
 

the acknowledgements footnote.
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that a foreign exchange budget would be drawn up (although it was not 

until 1965 that the first suc. budget made an appearanzce) and during that 

year the procedures were further improved. However, the appointment in 

late 1963 of a new Minister of Trade, Mr. A. Y. K. Djin, aborted these
 

procedures for reasons :hat will be discussed later.
 

From 1963 until the cour, d'eta" of 1966, there were increasingly 

frequent'criticisms of the manner in which the controls were being
 

operated. Shortages began to be experienced aod rumours of corruption
 

at the Ministry of Trade resulted in the appointment at the end of 1962
 

sole commissioner.
 
of a co=mission of enquiry with Justice A. A. 

Akainyah as 


Public dissatisfaction continued however, and in 1965 another investigation
 

was conducted under Proressor W. E. Abrahams.
6 The publication in 1965
 

of the first foreign exchange budget represented, at least on paper, a
 

major step in the direction of the rational planning of the country's
 

external transactions. Prepared under Mr. K Amoako-Atta, who had become
 

Minister of Finance, in consultation with the Ministry of Trade, the
 

Bank of-Ghana, an Import and Export Advisory Board, and representatives
 

of 'strategic' industries,7 it attempted to forecast the foreign exchange
 

that would be available to finance imports in 1965 and to allocate these
 

as between the public and private sectors, and different end-uses. A
 

19668, but that was quickly overtaken
similar document was prepared for 


See A. A. Akainyah, Renort of Co'.ission of Enquiry into Allec-ed 
.ith the issue o Tmor

Irreeularities and Valnractices in Cotnocrion 
to as Akainv::h Aw'or:. ":

Licenses, Accra, iebruary l9'.4, hereafter reierred 


6 See Revort of Ccission of Enouirv into Trado Malnractices in hana, Accra,
 
" U5) 1
the Abraha:-s1965, hereafter callcd 

7 See '..-he Bud.et, 1965, Ministry of Finance, Accra, 1965. This includes a
 

budget for 1965 and the page references
section on the foreign exchange 
refer :o that section.
 

8The ForLivn Exchanne Budget, 1966, Ministry of Finance, Accra, 1966. 
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by a change of goverIMCrent. 
9 

Following the 1966 coup, licenses already issued 

I0 for that year were revoked , a new programme was drawn up, and yet another 

commission of enquiry was instituted I I . Under the'FMC, procedures were 

the register
adopted similar to those that had been worked out in 1963, 


of importers was revised and license allocations were published in an
 

official publication, the Commcrcial and Industrial 1Fulletin. A special 

committee was formed to prepare annual import prograimes, run from the 

Bank of Ghana and including representatives of the Ministries of
 

Agriculture, Industries, and Trade, and the Ghana Industrial Holding
 

Corporation.
 

A further refinement introduced in 1968 was the preparation
 

a 'desirable' and an 'operational'
of two alternative import programmes: 


on expected foreign exchange availabilities,
programnire. The latter was based 


including already committed foreign aid, whereas the former was an
 

as;sessment of the imports the economy would need to achieve stated
 

improveme.nts in economic perfo;:mance. The difference between these
 

two programmes was then presented to meetings between Ghana and foreign
 

aid donors in support of Ghana's case for more aid
1 2
 .
 

At this point it may help the reader to set out the chronology of changes of 

government that occurred in the period covered by this article:
 

(a) From independence in 1957 to February 1966 there was a civilian
 

government headed by the late President K;:ame Nkrumah. 

(b) From February 1966 to September 1969, Ghana was ruled by a military­

police government known as the National Liberation Council, o.r t LC.
 

(d) From October 1969 to January 1972 there was an elected civilian government
 
which I will call the Busia governmen:headed by Prime Minister K.A. Busia, 

(d) A second coup d'etat in January 1972 brought to power an army junta
 

styled as the National Redemption Council, or NC.
 

l0Economic Survey, 1966, para. 73. 

IiSee 	 Report of the Commission of Enquiry into Trregularities and alpractices 

In the (,rint of t i. C .I, :,.s . ccra, lV!,I., k,,hici I ,;i ll refer to asL th 
":'. 4/67, Accra 1967, .hichOlle'iu ._)rCl ,,,.H :7.c .lt1D t:Q t.iito Pu.r. 


was 1s 'eu by Utiugovernment commenting on tht, 011 nu ',1)o rt
 

1 2 For publi shed example.,, see hana's Ec:onomv and Aid [4-aiire;ents ir. I fr,
 
a,.I i simi iarly tiCled docui;,cnt, co'.&'g
Covern:sent of Chana, AcIra Thg; 
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Simultaneously with its attempts to improve the import
 

control system, the NLC began to reduce its coverage. Beginning
 

in 1967, the range of goods on non-restrictive 'open general
 

licenses' (OCL) w.s progessively expanded and a process of
 

liberalisation was begun which wJ.s markedly accelerated by 

Mr. J. H. Mensah, first as the Commissioner of Finance of the NLC 

and then as the Minister of Finance of the Busia administration. 

The rapid growth of the share of total imports covered by OGLs is 

indicated by the following figures:
 

Percentage of total
 
imports on 0T 

1967 3%
 

1968 17%
 

1969 37%
 

1970 57%
 

FIt was estimated that a further liberalisation announced in mid-1971
 
13
 

would raise the proportion to 75% and, after allowing for other
 

minor categories, leave only 20% still covered by specific licenses.
 

These figures may be compared with an fIF estimate that in 1962-63
 

only 7% of imports were not covered by specific, restrictive licenses.
 

By 1970 liberalisation had gone so far that the import pro­

gramming developed earlier had become rather redundant. With a large
 

and growing proportion of imports outside the administrative control
 

of the government, the preparation of more-or-less elaborate schemes
 

for that part of imports still controlled became an increasingly
 

1 3This was calculated by J. J. Stern by assuming the same composition
 

of imports as in 1970.
 



foreign exchange budgets continuedunreal exercise and, although 

to be prepared, even for 1971, it is probably correct to say that 

1969 was the last year in which a serious attempt was made to 

implement a detailed import programme. For this reason, the 1970 

Even in
and 1971 prograum.nes are not studied in any detail here. 


cause considerable
1969 liberalisation had gone far enough to 


The return to comprehensive specific
problems for those in charge. 


a
import licensing announced by the NRC in February 1972 was thus 


degree of control that had not been experienced during
reversion t, 


the previous four or five years.
 

The purposes of import controls
 

While it was a balance of payments crisis that caused controls
 

to be introduced in the first place, the controls were also used to
 

achieve other objectives. A memorandum submitted by the Bank of Ghana
 

to the Akainyah Commission came as near to a comprehensive statement as
 

it has been possible to find. The Bank distinguished between the primary
 
14
 

and secondary purposes that the controls were expected to achieve.
 

The primary purposes were to "bring about a balance between total
 

imports and total exports of goods as a m~ans of halting the drain
 

flow of imports into the countryon the reserves" and to "regulate the 

with a view to excluding the importation of non-essentials." The
 

memorandum went on to note two subsidiary objectives, namely to
 

increase the volume of imports from socialist countries with which
 

Ghana had signed bilateral trade and payments agreements,.and to
 

14
 
Akainyah Report, 1964, pp. 4-5.
 



"discourage the importation of certain goods which were or could 
15 

be produced locally .,.t
 

The Nkrunmah government used the controls tor yet another
 

purpose, namely to effect a transfer of foreign exchange and import
 

capacity from the private to the public sector. The published foreign
 

exchange'budgets for 1965 and 1966 were quite explicit about this.
 

The latter, for example, allocated no less than 74% of total imports
 

to the state sector, a policy which would have necessitated a trans­

for of foreign exchange from the private sector equivalent to 47% of
 
16 

their anticipated foreign exchange receipts. Finally, it became
 

clear in the mid-sixties that the Nrumah government was using the
 

controls to bring about a substantially different composition of
 

imports than would otherwise have occurred, in order to facilitate
 

a very high level of industrial investment.
 

15
 
Krobo Fdusei, Nkrumah's Minister of Industries, elaborated the
 
protectionist policy to parliament with characteristic panache:
 

"Since December last year, Ghana has for the first time decided to
 
exercise one of the weapons of economic sovereignty - import con­
trol! So long as this weapon is carefully and wisely wielded, our
 
young and infant industries which are facing ruthless competition
 
from long established and giant monopoly industries overseas, will
 
be protected against dumping .... Where the government are of the
 
opinion that the locally manufactured product can meet the entire
 
home demand, and that its price and quality are up to satisfaction
 
then a decision will be taken that in the interest of saving Ghana's
 
precious foreign exchange earnings to finance the importation of
 
INVESTMENT GOODS, no import licenses will be awarded to permit the
 
importation of the commodity which is already being produced excel­
lently in Ghana."
 
(Parliamentary Debates, 6 February 1962, cols. 198-9).
 

16
 
Foreign Exchange Budeet, 1966, pp. 6-7
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Thus the objectives that the planners %ere expected to
 

achieve dur,.ng the 17krumah period could bc suimarized'in the 

following manner:
 

(a) To protect the overall balance of payments by keeping
 

the 	total value of imports within the estimated avail­
17 ­

ability of foreign exchange available to pay for them.
 

(b) 	Within'this total, to provide an efficient allocation as
 

between competing import commodities according to the
 

stated priorities of the government. During the Nkrumah
 

period these priorities included:
 

(i) 	an increasad volume of imports originating in bilateral
 

trade pact countries;
 

(ii) 	a restructuring of the composition of imports in favour
 

of capital equipment and at the expense of "non­

essential" consumer goods;
 

(iii) a transfer of foreign exchange from the private to
 

public sector; and
 

(iv) the protection of local import-substituting industries.
 

The protection of the balance of payments remained a major objective
 

of the governments which succeeded Nkrumah's but their allocational
 

priorities differed considerably. The main plank of the NLC's strategy
 

In order to estimate the amount of foreign exchange available for
 
imports it was, of course, necessary to specify policies or targets
 
with respect to changes in external assets and liabilitie,, as will
 
be shown shortly.
 

17 
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was to maintain economic growth while cutting back on investment
 
18
 

by improving the level of industrial capacity utilization. They
 

thus luoked to the import planners to give much higher priority to
 

imported raw materials and spare parts, with less emphasis on capital
 

goods. Bilateral trade and payments agrecments were cancelled or
 
19
 

allowed to lapse. Expansion of the number of state enterprises in
 

the directly productive sectors of the economy was brought to a halt
 

and a greater stress placed upon making foreign exchange available
 
20
 

to the private sector.
 

Thus throughout the sixties the import planners were expected
 

simultaneously to satisfy a number of objectives, and it is by these
 

criteria that their performance should be assessed. We proceed now
 

to judge the extent to which they were successful in their endeavo-rs,
 

beginning with the balance of payments.
 

Assessment: (a) the balance of payrents
 

The need to preserve the country's foreign exchange reserves
 

was a recurring theme throughout the sixties. The Seven-year Plan,
 

for example, argued that,
 

18
 
See documents referred to in footnote 12.
 

19
 
See
 

20
 
Two other less important objectives pursued after 1966 were (a) to
 
use the licensing system to maximize the utilization of foreign aid
 
and (b) to discriminate in favour of private Ghanaian importers.
 
These points will not receive further attention here, although there
 
is evidence in both cases that some successes were achieved.
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"As fluctuations in fore-ipn exchange earnings are 
recurrent because of the reliance on a f:c.y export items, 

it is essential tliat the re-.erves should be -.aintained 

during the plan period at a level which contains a 

cu hion Wetto uncore.eein and s cdden deficits in the 

balance of payments. During the plan period, it should 

not to dr', the reserves significantlybe a matter of po] icy 
1


of .963 levels.2
below the, end 

Similarly, in 1965 the Minister of Finance spoke of the need to '"save
 

a further drain on our reserves" as "one of the most important tasks
 
22
 

The NLC went further and
 we have set ourselves for this year." 


predicated the operational import programmes for 1967, 1968 and 1969
 

on the basis both of an increase in gross reserves and a reduction in
 

current paywents arrears (see Table I below).
 

in Ghana's external reserves
So, an examination of the trends 


provides a first approximate reading of the success of import controls
 

in achieving the balance of pay>nents objective. The value of reserves
 

23
 
over the period is shown below.
 

Value of reserves at
 

year-end (N, mn.)
 

204.7
1961 

206.4
1962 

122.4
1963 

95.2
1964 

37.4
1965 

53.4
1966 

17.4
1967 

22.2
1968 

'. .1
1969 

26.4
1970 

16.1
1971 


21Seven-Year Development Plan. 1963/64 to 1969/70, Government of
 

Ghana, Accra, 19o4.
 

22
 
The Budget, 1965, par. 37.
 

23
 
These figures are calculted :hr;u-hout at the exchange rate
 

in July 1967, vi::. 0,)$.98. N is th,- abbre­establihed 
ced i, used throughout
viatior for Ghana's currency unit, d.e new 


this article.
 



Table 1 - BALANCE OF PAIIENS FORECASTS 

I 190:1965 	 1966 

Forecast Actual Difference IForecast Actual Difference IForecast Actv
 

1. Exports f.o.b. 
(a) Cocoa 
(b) other 

144 
91 

148 
82 

-+4 
-9 

I 
j 

144 
88 

116 
84 

-28 
-4 

I 
158 
*86 

12E 
75 

2. Net invisibles and transfers -41 -45 -4 -55 -39 +16 -63 -5% 

3. Net private long-term capital 
receipts 15 26 +11 

I 
10 42 +32 23 2! 

4. 

5. 

Net public long-term capital 
rcce ip* 

Net zzppliers creditg and 
trade credits b/ 

-5 

91 

2 

71 

+7 

-20 
I 

3 

39 

1 

30 

-2 

-9 

2 
25 

-

-25 

1 

le 

6. Nat T'P position - -8 -8 - 33 +33 9JI 

7. Cha.gcs in bilateral balances +17 +25 48 I - -4 -4 -4 -IU 

8. Chan;ges in external reserves c/ - +38 +_1b -16 -12 -4 I -8 

9. Errors and omissions I 

10. 	 Tot.l resources available for 
|imports c.i.f. (net balance on 

above) 312 344 +32 213 254 441 201 21C 

11. 	Total .'f deviations from fore­

cast as -X of total forecast
 

(ignoring signs throughout) 	 281/ j 387, 

Notes 	 a/ This figure refers to aid already committed and makes no provision for the disbursement of newly cor 

b/ Includes changes in trade and pay)ments arrears. c/ Includes changes in assets and liabilities of cor 
sign indicates a reduction of reserves.
 

d/ Export and import figures include Valco. For these two years I have presented the forecasts that w(
 

tion with the 'operational' import programmies rather than those that were presented to the aid donox
 

Sources The Budget, 1965 (Accra, 1965); The Foreign Exchange Budget 1966 (Accra, 1966); Statistical Year 
Boot
 

Accra, 1969); Annual Report of Bank of Ghana for 1970-1971 (Bank of Ghana, 1971); unpublished 
data pr
 



(in mil.ions of pre-1967 devaluation cedis)
 

1 9 68d/ 19691/ Mean of 1965 - 1969 

al Difference Forecast Actual Difference Forecast Actual Difference Forecast Actual Difference 

-30 162 151 -11 176 174 -2 157 143 -14 

-11 

+10 

8586 

-60. -52 

+1 

48 j 
80 

-55 

106 

-68 

+26 

-13 

8 

-55 

7+ 

-51 4 

+2 16 16. 0 15 8 -7 16 23 +7 

35- 29 -6 38a 34 -4 19 13 -6 

-5 -38 -16 +22 -8 -2 +6 12 19 +7 

! 

- 8 4-8 I -9. -4 -- 0 48 48 

-12 - -1 -1 - -+8 +18 *+3 +2 -1 

+32 -5 -4 +1 -20 +2 +22 -10 +10 +20 

+3 

I 
-1 - +5 I 

I 
- -12 -12 0 +1 +1 

+9 195 220 +27 j216 246 +29 228 255 +27 

417Z 16%w 267. 307. 

.mittedaid funds. 

.ercial banks. A plus 

re prepared in conjunc­

:,-1965-1966 (Central Bureau of Statistics
 

ovided by Bank of Ghana.
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It is clear that the controls vxcre unable to prevent a precipitate 

decline in the value of reserves during the Nkrumah period (1961-65) 

and were unable to achieve the repleaishment that was desired by the 

NLC (from 1966). 

This is not to say, however, that controls had no effect on the 

.size of. payments deficits. It may .be judged from the chart that, other 

things being equal, the state of the balance of payments would have been 

even worse in the absence of controls. From 1958 until the imposition 

of controls at the beginning of 1962 imports were on-a steeply rising 

(with the exceptiontrend but throughout the remainder of the sixties 


of 1965) annual imports were kept below the 1961 level. While that
 

year's figure was artificially large because of speculation against
 

24/ 
measures to restrain imports, and thus does not provide an ideal basis
 

for comparison, it should be borne in mind that the chart records imports
 25/
 

in current prices and the reduction in real terms was considerably greater. 

Moreover, large budget deficits generated a major expansion of domestic
 

felt on the
purchasing power in 1963-65, the main impact of which was 

26/ 

price level rather than the quantity of imports. But while the
 

authorities did have some effect in limiting the size of the import
 

bill, the fact remains that they were unable to fully achieve the balance
 

24
 
See footnote 3.
 

25 
It has, for example, been estimated that in real terms imports declined
 

by 30% between 1961 and 1968. 
26
 

!nfl1tion nnd it' Fornation:See Naseem Ahmad, Deficit Finnncini. Thie l 


The Ghanaian 7:.Frii:nce. ],-l, tltforum .'eria Munich, 1970.
 

The national consu.,er price index rose by 30% between March 1963 and
 

end-1965,
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of Payments objectives of successive Governments and in seeking an
explanation of this it is useful to examine separately two Possible 
causes of failure: an inability to forecast the balance of PaY-czcs:with the necessary degree of accuracy, and an inability to limit
 
imports to the 
intended levels.
 

I Table 1 presents a comparison of the forecasts preparedannually by the planners of how much foreign exchaznge would be avail­able 
to finance imports, with the final out-turn on the balance of
payments as actually recorded. 
 It is clear from these figures that

there were in each year significant item-by-item differences betweenthe forecasts and the actual out-turn. 
Line 11 
of the table tries
to provide a measure of the forecasting 
errors by expressing the sum
of each year's 'Difference' column as a percentage of the 
sum of the
 
Forecast' column (ignoring signs throughout) and it will be 
seen
that the mean deviation ranged between 16% and 41%, with an average


for the whole period of 30%. 
That the forecasts should be subject
to substantial margins of error is not at all surprising, since Ghana's
external transactions 
are notoriously volatile. 
 I have argued else­where that large short-term fluctuations in the earnings of Ghana's
 
cocoa and 

27/
other export industries destabilise Ghana's balance of
payments7b bt it 
can be observed from Table 1 that differences between
forecast and actual export earnings were by no means 
the only sources
of error, and were not always the main ones. 
 In value terms, 
errors
 

27 r, 
In Birmingham, O:-aboe and Neustadt .. h...n.... (eds.), A StudyV. ,- o of Conte'norirv:conomv f hana, Allen and Unwin, London, 1'66,p. 412.
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in forecasting the invisibles and private capital receipt items
 

errors in export forecasts, and, relative
 were almost as large as 


for the former two
to their absolute forecast values: the errors 

28/
 

items were much larger than for exports.
 

The question raised earlier was whether the failure of the
 

authorities to protect the country's external reserves to the
 

desired extent could be attributed to the difficulties of forecasting
 
tile answer
 

Taking 1965-69 as a whole/is
the resources available for imports. 


negative: the planners generally erred on the side of pessimism in
 

This is clear from examination of
their estimates of import capacity. 


the last column of Table 1, which displays the mean differences for
 

each item over the period as a whole. From this it will be seen
 

imports exceeded tbe total forecast of(lines 8 and 10) that actual 

import'capacity by an average of N427 million p.a. and that the
 

difference between the forecast and actual changes in external reserves
 

'was such that, had the reserves behaved as the planners intended, the
 

country could have afforded an import bill which exceeded by at% average
 

of N7 million the level that was used in drawing up the import
 

programmes. Conversely, had total imports achieved the targets that
 

were set for each year the reserve position would have been better
 

28/
 
Expressed as a percentage of forecast values, the deviations from
 

forecast (ignoring signs) averaged as follows over the five years:
 

Cocoa exports 9.6%
 

Other exports 11.9%
 
Invisibles and transfers 18.6%
 

Private long-term
 
capital 65.8%
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than that planned, by an average of NC7 million p.a. It was the
 

failure to hold imports to the planned levels that explained the
 

auth.orities' inability to conserve the external reserves. It was 

the same factor which led to a larger than intended volume of medium­

and short-term debt (see line 5 of the Table). 

Referring back to the chart, it is apparent that after the 

introduction of licensing, a year of reduced imports alternated with 

a year of increased imports - a pattern which was maintained from 

1961 to 1966. This behavioural pattern resulted from something similar 

to a stock-building cycle. In 1962, the first year of controls, it was 

initially easy to reduce imports because there was a substantial cushion 

of stocks to fall back upon. Monthly import data indicate, however, that 

as stocks were run down imports tended to revert to their pre-control 
29/ 

levels, towards the end of 1962. Thus, under the pressure of den.nd 

imports went up again in 1963 to the second-highest level ever recorded
 

and this presumably permitted some replenishment of stocks. When, early
 

in 1964, the authorities became alarmed at the deteriorating payments
 
.70/
 

position and revoked all import licenses they were able in that year to
 

29 / 
See Economic Survey, 1962, para. 328, and Annual Report of the Bank
 
of Ghana for 1963/64 (Accra, 1964), p. 20.
 

30/ 
Ibid. See also Leith, pp. cit. Were this same pattern to be 
repeated in the future major payments diffirtlties could be predicted 
for Ghana in 1973. A substantial degrec of import stock-building 
occurred in 1970-71 and this helped the new government to achieve 
major import reductions in 1972. In 1973, hot.ever, the authorities 
are certain to come under heavy pressure to allow in more imports 
and the temptation will be to licence a larger value of" imports than 
can be paid for. 
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once again there were some stocks
reduce the level of imports because 

to fall back upun.
 

From the bscillations of the preceding years an 
increase in
 

increase
 
imports could have been predicted in 1965, but not the 

enormous 


was recorded earlier that in
that actually occurred (see chart). It 

his 1965 budget speech the Minister of flnance described the mainten­

important tasks we
of the external reserves as "one of the mostance 

as late as September 1965 he as­have set ourselves for this year" and 


sured the National Assembly that the foreign exchange plan "will be
 

reserves will stand at virtu­substantially fulfilled" and that "gross 


The truth

ally the same level" as they were at the end of 1964. 1 1 


was, however, that imports were quite out of control and licenses 
were
 

fN(406 million, as compared with the
 
issued in that year to the value 


321/
 the licenses
planned level of Nd312 million.- Fortunately, not all 


to a new record level--a record
 were utilised but, even so, imports rose 


that still stands today.
 

Substantially greater success in scaling down the import level
 

was 
achieved after the 1966 coup but the tendency for actual imports
 

to exceed the planned level persisted, as can be seen from line 10 
of
 

Table 1. Moreover, there is some evidence that the generally disinfla­

tionary fiscal and monetary policies pursued by the NLC had as much to
 

do with the generally modest level of imports in their years as did
 

import controls. In 1968, for example, there was another very large
 

21- K. Amoako-Atta, 1965 Sunilementary Budzet Statement, Government of
 

Ghana, Accra, 10 September 1965, p. 6.
 

22/ c.f. Foreign Exchanpe Budieet 1966, p. 4.
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"over-issue of licenses: licenses issued totilled Ne440 million as 

against an opcrational programme of only NV279 million. That a high 

proportion of the licunses were not t'tilised may be at least partly 

explained by the depressed state of domestic demand. The tendency to
 

issue licenses in excess of import capacity continued right through to.
 

1971 and, in spite of the liberalisation of 1969-71, for much of this
 

period imports that had not been liberalised increased even more rapidly
 

3 3 / 

than those that had been freed of "controls:" 

Increase between OGL Other
 
1st Quarters Imports Imports 

1969-70 9.5% 22.7% 
1970-71 33.9% 44.5% 

1969-71 46.7% 77.3%
 

In short, while there is little doubt that the existence of
 

a system of controls resulted in a reduced volume of imports, it is al­

so evident that the controls were unable to reduce imports to levels 

consistent with successive governments' desires to conserve and strengthen
 

the country's external reserves. The excess of actual imports over the
 

planned levels appears to have been chronic to the system, which was
 

apparently unable to resist the excess demand for imports that existed
 

throughout the greater part of the decade.
 

The consequence was that in all the years studied here there
 

was either a reduction in reserves (1963-65, 1967, 1969) or an increase
 

in reserves that was smaller than intended (1966, 1968). Arrears on
 

current payments and profit remittances increased in the same period
 

3-3/These figures were calculated from monthly trade statistics by J.J.
 

Stern.
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and this was a second residual element in the p3ymnents position which
 

had to absorb the cost of excess imports (e.g. in 1965, 1966 and 1968).
 

The control systcn may have imposed a cost to the ba! nct- of
 

payments 'additional to the factors already consideied. The introduc­

a more­tion and maintenance of controls involved, at least until 1967, 


or-leS3 explicit rejection of policy weapons that operated through the
 

price mechanism. As the national currency became increasingly over­

valued tl.2 incentives to export and for foreign firms to invest in
 

Ghana became weaker. Since the-real villain of Ghana's balance of
 

payments problem was the stagnation of her export sector, it could be
 

that the heaviest price that had to be paid for import controls was
 

that they distracted attention from the need to boost exports
 

and were associated with a set of policy instruments which actually
 

discouraged them. A schene of export subsidies was not seriously tried
 

until 1970-71.
 

Assessment: (b) allocative efficiency
 

Alongside the protection of the balance of payments, the task
 

of the planners was to provide an efficient allocation as between com­

peting import commodities, according to the priorities of the govern­

ment. As was described in an earlier section, the priorities of Nkrumah
 

government included increased trade with socialist and other bilateral
 

trade pact countries, a restructuring of imports away from "non-essen­

tial" consumer goods in favour of capital equipment, a transfer of
 

foreign exchange from the private to public sectors, and the protection
 

of local industries. To what extent-did it prove possible'to achieve
 

these objectives?
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A good deal of progress was made in shifting the geopraphica]. 

origin of Ghana's imports in iavoui of the socialist counties during 

the first half of the 'sixties. This is shown in Table 2, where it 

can be seen that the share of imports from the centrally planned coun­

tries rose from an average of 4% of the total in 1959-61 to 201' in 

1964-66. It has been calculated that between 1960 and 1964 imports
 

from bilateral partners increased by 170% while imports from othe-r
 

sources fell by 9%. There probably would have been some tendency for
 

the share to grow even under a liberal regime--note the increase be­

tween 1952-54 and 1959-61--but there is no doubt that it was greatly
 

accelerated by the discriminating use of the licensing system. Even
 

in 1962 it appears that attempts were made to direct importers to spe­

cified countries of supply3 4 / and although this wasabandoned in 1963,
 

differentiation in favour of bilateral pact countries was quickly rein­

troduced and in 1964 35 commodities were identified which were only
 

permitted to be imported from the pact countries unless it could be
 

shown that they were unable to supply. 3 5 / When the licensing authori­

ties ceased to discriminate in favour of these countries after the
 

1966 coup, the share of imports emanating from them went down markedly, 

as can also be observed from Table 2 although this change was reinforced 

by the cessation of new credits from these countries and the emergence 

of Western countries as major aid donors.
 

34/ This would appear to be the implication of the statement in the 
1962/63 budget speech that the import licensing system would be 
reviewed "to ensure that importers are allowed some flexibility in 
choosing sources of supply," Parliamentary Debates, 3 0cob.er 1962, 
col. 160.
 

See Leith, op. cit.
 5 
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Table 2 

(porcent..C'i ofc total inports) 

l7hitod Kingdon 

,st of Sterling Area 

2.E.C. Co-mtrios 

Dol.ar Area 
'D:" '.nist cotItri 

1952-54 

53 

6 

24-/ 

5 

105)-61 

38 

5 

23 

9 
4 

10964-66 

27 

4 

22 

13 
20 

1067-69. 

28 

6 

21 

20 
8 

Other 12 21 14 17 

iKoto: q/ 

b/ 

.3crces: 

This fi ;uri i­ 3 -­ rs to O.E.E.C. coutrIcs. 

Loss t 0.35k of total imCpots 

C.B.S.S nnun2.1 Econo-.ic Survcrs. 



It is true that the reorientation of Ghana's import trade 

could not be achieved overnight and that the limited initial success 

led to a positive balance on bilaceral paynients, which was, in effeo.t, 

an interest-free credit from Ghana to the pact countries. The credit
 

balance amounted to N 3.4 million at the end of 1962 but by 1963 there
 

was a small negative balance which by the end of 1965 had grown to 

N025.2 million. There were various complaints that licenses were not 

issued early enough for compliance with the rather rigid procedures
 

361 
of the central planning authorities- but, even so, a rapid shift did
 

occur and in this respect the authorities were successful in allocat­

ing foreign exchange in accordance with the wishes of the Nkrumah Govern­

ment. Whether the policy of diverting trade to bilateral pact countries
 

was in the national interest is a separate issue, although a good case
 

coul'd be made out on strictly economic grounds for such a policy and
 

such evidence as is available indicates that the terms of Ghana's
 

trade with the pact countries were not less (or more) favourable than
 

for her trade with the rest of the world.-7 / However, what is relevant
 

here is that the licensing authorities achieved what was asked of them,
 

both during and after the Nkrumah period. The only significant respect
 

in which the authorities could be described as having been unsuccess­

ful was their failure to expand bilateral trade,with neighbouring Afri­

can countries very much.
 

-6/ Economic Survey, 1964, para. 112, and the Abrahams Report, 1965, p. 18.
 

27/This is argued in an unpublished paper by Chris Stevens, "In Search
 

of the Economic Kingdom: The Development of Relations Between Chana 
and the USSR," April 1972.
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There is equally persuasive evidence that the import planners 

were successful in changing the end-use c.rno-osition of imports in the 

general directions which successive gover-nents desired. As can be 

seen from Table 3, there was during the Nkrumah period a remarkable 

shift in the co:nposition of imports away from consumer goods and in 

favour of capital equipment. It is likely that some change in these
 

directions would have cocurred any..ay, as import-substituting,industriali­

sation got under way, but it is beyond doubt that the licensing sys­

tem greatly accelerated the process, or, to put the matter another way,
 

that the controls facilitated the very rapid industrialization that charac
 

terised the first half of the sixties in Ghana. The table also shos 

that after the demise of Nkrumah the authorities were successful in 

implementaing the new priorities, of a shift away from new investment
 

and an improved availability of industrial raw materials.
 

The planners did not get all their own way, hoiever. Strik­

ing though their achievements were, they often found itdifficult to im­

pose their desires on the actual pattern of imports, both before and
 

after the Nkrumah period.. The Annual Plan for 1965, for example, com­

plained that shortages of capital equipment, raw materials and spare
 

parts had resulted from an undesirably high level of consumer good im­

ports in 1964, 3-38 1 and in his "mini-budget" of September 1965 the then 

Minister of Finance produced data showing that actual import licenses 

issued were weighted much more heavily towards consumer goods than had
 

9 /

been intended in the foreign exchange budget for that year. More
 

comprehensive information is available for 1968 ind 1969," and Table 4 

38/Annual Plan for 1965, Office! of the Planning Comission, Accra, 
1965, p. 30. 

S19G)5 Supple;entary [1udiet Statement, pp. 5-6. 
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(percentages off totall -ort 

1952-54 1959-61 1064-66 1967-69 

1. Iqon-duirablo .... U...' goods 49 42 28 25 

2. Durable conslX2orn' goods 

a u~Crft. and lubricants 
4."e-r "'l producers' :t r= s1.2 

7 

7 

8 

5 
14 

5 

18 

5 

6 
29c, 

P--odu-or -. a 12 20 16 10 

6. Producers' CQUirrcnt 
13 12 28 24 

_q/e Chiefly co-.rtructi'-n3teri ls. 
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presents a comparison of the end-use composition of the operational 

yCaLS with actually r-corded imports.import prograiismes for those 

con-
It can be seen from these statistics that in both years 


sumer goods (durable and non-durable) took up a larger share of the to­

tal than had been intended, whereas raw material imports 
were well 	be­

low e>,pectations. The proportion of capital goods was also larger
 

4 7 below also shows that at
 than had been programmed. Table 5 on p.
 

the single comm.odity level there were also large discrepancies 
between
 

what the planners intended and what actually happened. The reasons
 

for these discrepancies are discussed later but, 
to be fair, it should
 

in 1969 import lib­
be added that to some extent in 1968 and more so 


eralisation had gone far enough for it to be especially difficult for
 

to perform their job with precision.
the planners 


At the rather broad level of aggregation prcsented 
in Tables
 

3 and 4 the planners had considerable success in changing the composi­

tion of imports in the desired directions, but were they 
able to do so
 

Were they as successful at the micro-economic level as
 efficiently? 


Although the evidence is not at all systematic,
they were overall? 


it seems that here there is altogether a different story to tell.
 

Firstly, although it is true that under licensing the share
 

of capital equipment increased dramatically in the Nkrumah 
years, 	it is
 

com­
also the case that specific licensing failures either delayed 

the 


cease operations for
pletion of investment projects or caused them to 


periods because of material shortages. Thus, the Abrahams Report 1965
 

revealed that completion of a sugar factory was unnecessarily 
delayed
 

issue licenses to import paintbecause, the Ministry of Trade "would not 




*, 	 .,T,. ....- --. ,.'- : ,,,,i 


Pro 	T "aOl 

I.Ton-durable conomuors' goods 21.0 


(C,.'-i'ch, food) (;0.4) 


2. " cc unster:,' gooods 	 4.5 

3. 	 uluic. 7.4 

.on-du-'ble produ:arc' .tcriJ.s 34.4 

5. 	 Dur:'$Wo?.' :9oias3 0-iees 

v 	 24.36. 	 Producors' " ; 

100.0. TOTAL 

]otp: .a Includes Valco ir'o-ts.
 

nual " -Sourc-s: Bank of G..a.; C..S. 

'
 

Lctual 


24.2 


(10.9) 


4.7 


6.fl 

30.3 


8.7 

24.9 


100.0 

-..
 

(pcrcentarcr of total) 

ProC1r:.'2 o Actu:.. 

19.6 24.7
 

(11.9) (-C.) 

2.5 5. 

5.6 G.­

39.8 

5.1Ii..'
 

26.5 2[.3 

100.0 IOC. C 



- 27 ­

to protect steel structures, 4-0 / and there were several instances when 

firms had to close down temporarily for want of crucial spare parts. 

The 1965 Annual Plan expressed serious dissatisfaction with this state 

of affairs:
 

A particularly unfavourable aspect of this situation has been 

the waste of capital anid the loss of potential output when major 

pieces of capital ee'uipment have been unable to operate owing to 

the absence of small but vital spare parts. All sectors of the 

economy seem to exhibit this feature. The use of construction 

equipment in both the public and private sectors has been consid­

erably below optimum. Many industries have hd periods of slow­

down or even complete stoppage in production.=/ 

Even more serious, however, were the consequences of short­

ages of industrial raw materials which developed in 1963-66. Ghana
 

was starving her existing industries in order to be able to build new 

ones and there was much criticism of this. The 1964 Economic Survey 

complained that industrial output had been held back by inadequate 

supplies of raw materials and went on,
 

This is one of the major problems hindering the rapid industrial 

advancement of the country. It has nct been possible yet for 

those responsible for the issue of licenses to evolve a machinery 

that will enable the industrial sector of the economy to be pro­

vided with its allocation of foreign currency at the appropriate 

times. As a result of this, establishments have had to run at less 

than optimum capacity ... 42/ 

The following year's Survey echoed the same theme43/ but most interest­

ing of all was a devastating attack, early in 1966, on the lack of
 

clarity and poor implementation of the Ministry of Trade's licensing
 

policies in a weekly journal The Spark, which was the ideological organ
 

40/Abrahams Report, 1965, p. 21.
 

4 1/Annual Plan for 1965, p. 30.
 

42/ 
Economic Survey, 1964, para. 285.
 

43/Econo-ir Survey, 1965, para. 282.
 



" 28 ­
of Nkrumah's own Convention People's Party.A/ The Abrah.m lerors
1965 gave a particularly Poignant exa'.pl of te adverse effects of 

materi as shortages: 
pInthe case of the State Paintsimport licenses for Corporation, 

it apAnd the licenses W. 
raw mater" , foere issnluctd ialsabnd n se is of . P Iu d for
, , inr eptember of last adabandon operations alto.gether ye..,

same time, license 4ey yr, eCsseen1 i for th ao 
- Jul. a t hat an expenditure of of a t
ere.ig urdgn c r.for . thie 
.il' uyat.A" r at on t epro rata rate four tifres itna of Pinttinhsmstfa fra aei-n•ataofrnay runnateals average

tion 
 has furth e~..ore been Preventedmaterials from follo;ing by an iTadup ei~ort e c of pra -African countries. . nadequa

retailers account cy of rawOn of its stoppage, privatehave been selling the Corporation3s
per gallon When it could have been sold 

paint at J4 
without loss atLGI 5s.45/
 

The result of all this was an exceedinglyindustrial 
 low level of
capacity utilisation, 
Etinates of thesation degreein this period vat.y 

of utili­
conI
Ider.abl. An Cstimat 

0 fcr 1964it that manufacturing hd 
Plants were then operating at abcut 60/, of 

single-shift 
capacity4666

is but probably the most reliable estimate
 

Steel's, who found for 1967/68 that only 35% of "maximum theoret. 
icale" capacity was being utilised.47/ 
By 1967/68, moreover, cap­
acity utilisation 
was undoubtedly 
greater than three or four years
earlier. 
This was one of the major Policy objectives 
of the NLC
 

-Article 
 by Julius Sagoe in TheSpark, Accra, early 1966.
45/
 
45/Abrahams Report, 1965, p. 14.
 

M. I. Brenya, "Survey of Manufacturing 

terpri
1964, passim. ,
 

-William

1960's .
 Ph-
 i "t,tion 


.er...97 (!ZS~~~eOtai h o t tt ,: 

F. Steel,s Tmport
e ---,s Su t"u. - .n.6
. n...,* s 6._ac i usetepon-,,Polic,rc luse 1c',, - "'h... .n t J1 6,....
ts in . - --Institute ofSeptember Techology,1970, P. 45. 

http:utilised.47
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and it can be estimated that between 1963 and 1968 the volume of 

imports of raw and semi-processed materials increased by roughly 

50%.-t1 Since there was no comparnbl2 expansion in productive 

capacity, it is almost certain that, had Steel made estimates for, 

bay 1964 or 1965, he would have got an even lower figure than 35%. 

It is not argued, of course, that shortages of material 

and spares were the sole cause of excess capacity, for it became 

clear in the later sixties that a number of plants were too big for 

the domestic market (and were unable to export the potential surplus). 

But there was no question in business or official circles in the mid­

sixties that the deficiencies of the licensing system were a major 

contributory factor. It is, hoover, possible that the chain of 

causality ,,s differcnt fro- that given abovc!. Leith s,'ggests t!.h.t 

the licensing system encouraged the deliberate creation of larger­

than-necessary plants in order to obtain more ample import licenses 

for materials. This could well have happened in specific cases but
 

there is little concrete evidence on this and,, intuitively, the
 

deliberate creation of excess capacity would seem a rather high­

cost of possibly obtaining an improve licence allocation.
 

However the causality ran the consequence of low capacity
 

utilisation was higher costs of production. In his definitive
 

study of this topic, Steel found that low capacity utilisation
 

went far to explain the limited ability of the manufacturing sector
 

49/

to achieve net savings of foreign exchange:­

"/This was estimated from import data in the annual Economic Survey 
deflating by the U.N. price index of world export of manufactured goods.
 

-t-S.eel, pp. 151-152 and 155. 
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"Much of the inefficiency in Chana's industrial sector 
results froma cor nittirg scarce foreign exchange and 
capital funds to an investment 'and then failing to use 
it productively ..."
 

"If constrained to operate permanent ly at i967/68 produc­
tion levels, almost three-quarters of the finms surveyed
would be unable to earn a normal return on canital and 
still compete with imports, even if the official price 
of foreign exchange were raised by 5074. Furthermore, 
almost one-quarter would actually cause a net annual 
reduction in foreign e:.:change availability, taking into 
account all indirect foreign exchange costs and amortisa­
tion of the original investment." 

Problems of this kind were not confined to the manufacturing sector.
 

Even agriculture, which uses little by way of imported inputs,
 

suffered from shortages of fertilisers and matchets.50/
 

It should be added, finally, that there were a number of
 

instances in which the timing of licensed imports weakened the
 

position of local producers. One example was the importation of
 

a large quantity of bottles from Czechoslovakia and China in 1965
 

just before a new glass factory was con-uissioned in Ghana, so that
 

the factory was for some 1I
time unable to sell its own bottles.-


Other examples include the importation of a large quantity of maize
 

in the middle of the 1967 maize season, and of fish in mid-1970,
 

causing local catches 
to be left to rot on the shoreside. It
 

appears, then, that the success 
of the planners in biassing imports
 

in favor of industrial investment goods was achieved at a high cost
 

in terms of allocative efficiency.
 

50/ .r~ahjq&_a-_. 1965, paras 67-68.
 

51/Norman T. Uphoff, Chan 's 1:.'rricnce in 'in' !:'.trnn11 Aid for 

Development, 1957-1966, University of Califortlia, Nay 1970 (mimeo), 
p. 572.
 

http:matchets.50
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Their other mlin ,chievcnent in this area, as was seen 

from Table 3, was a major reduction in the share of consumer goods. 

To what extent were they able to achieve this efficiently, in th. 

sense that they were successful in discriminating between 'essential' 

The answer is that throughout theand 'luxurious' consumer goods? 

of what are con­period of licensing there were recurring shortages 

ventionally regarded in Ghana as 'essential' consumer goods. In 

the second half of 1963, for example, shortages developed of sugar, 

salt and other items and the position became worse in 1964. As that 

52/
it,-Survey put

year's Economic 

"It has not ... been possible yet to draw up a priority 

list of import itcP)s With the complete elimination, for
 

the time being, of luxurious co-mnodities. The result
 

is that at times when very essential co-m,-odities are in
 
themshort su:,ply, the counters of certain shops have on 

ite.s lile canined potatoes, etc., from tradeunessential 

and pa%7ents zir.ec.m.nts countries."
 

53/ 
Drugs were among the items that became scarce in 1964- Even 1965, 

when license issues for consumer goods exceeded the import plan by
 

43%,-4 / did not see an end to the scarcities. In the view of the
 

had to cope with the most acuteEconomic Survey, "the country 

shortages of basic commodities since import licensing was introduced
 

2/ Economic Survev, 1964, para 112. The author, who was
 

then a lecturer at the University of Ghana, recalls that at this
 

time, when many basic items were simply not to be had, there was 

a plentiful supply of Russian caviar and--in a country which grows
 

excellent pineapples--Chinese tinned pineapples.
 

3/ Parlia-mentarv Debates, 13 ?March, 1964, col. 210. It is perhaps
 

the NIC's Commissioner of Hlealth found
ominous that in AugusU 1972 

it necessary to deny the existence of any shortages of drugs (Daily
 

histcry rcpeating itself?Graphic, Accra, L9 August, 1972). Is 


54/1965 Suonlementarv Budget Statement, p. 5.
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5 / and there is good reason to believe that these shortages
'in 1965, 

that brought
were a major reason for the 	popularity of the coup 

56/ 
down th- Nkrumah Governrent.­

coup
Improvements in the licensing system after the 

imports thereafter
 a rational flow of consumer good
resulted in hiore 

but it did not entirely put an end to the anomalies. In April 1968 

the Bank of Ghana noted that,
 

of a luxury
consumer 
now be found in the big"fairly large quantities of goods 

or semi-luxury nature can 
are being broughtnot clanr whether thesestores. It is 

in 	 taking advantage of the
because the inporters are 

'omnibus' character of certain licenses or whether there
 

At rate, the appearance 	 of these 
are other loopholes. any 

coupled .ith the reported short­
in the Marketcormodities has already elicited 

ages of raw waterials is a matter that 

adverse comment."
 

to the conclusion that /come 

By 1969 Dr. Busia's Pro5'ress 	Party had 


the welfare of the consumer"have harmaddirect trade controls, 

and prevented an orderly 
growth of the economy.157 / 

even the rather scrappy evidence that 
is avail-

To sum up, 


able leaves little doubt that, although 
the authorities were success­

ful in achieving desired changes in the 
overall composition of
 

imports, they were unable to 	reconcile 
this with a detailed alloca­

tion of import licenses according 
to a cc.herent and well ordered set
 

5/Economic Survey, 1965, para 122.
 

and found
 
L6/Uphoff conducted a public 	opinion poll after the 

inflation of prices"
of food, clothing, etc., and

that "shortages 
given why Ghanaians were happy 

were the most frequent reasons 
715-716).

about President N;krumah's overthrow (pp. 

7 The Progress PartY ;.!nifesto, Accra, August 1969, p. 5. 
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o'f priorities. The result at the micro-economic level was an inef­

ficient use of scarce foreign ex:change that served to intensify the 

damage d-,ne to the econoiny by the overill shortage of foreign 

exchange. 

The reasons for these and other deficiencies will be 

explored in the next section but the point should be made here 

that not all the shortcomi-aings described above should be laid at the 

doors of the import programmers. Specifically, it appears to have 

been the case in the period 1963-1965 that the priorities of Presi­

dent Nkrumah were such that he wes willing to keep factories short Y 

of materials and spares if that was a necessary price for sustain­

ing his industrial investment plans. That this was a questionable 

policy is clear but is not relevant to this discussion. Those 

responsible for the import progra::mes should be assessed according 

to their success in implementing the political priorities that were
 

handed down to them. Thus, in some measure the allocative distor­

tions that marked this period were the result of apparently irra­

tional political priorities rather than a failure of the licensing
 

system as such.
 

There remain to discuss two other objectives that the
 

planners were expected to accomplish and these can be dealt with
 

more briefly. The first of these was the transfer of foreign
 

exchange from the private to the public sector, which might be
 

called the 'socia].isation of iports'. 

As was noted carlier,. the forcign. Lu-change. budgets for 

1965 and 1966 envisaged a massive transfer of foreign exchange 
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earnings from the private to 6he state sector, thatso in the latter 

year no less than 74% of total. planned imports V:cre allocted to the 
58/

state sector.- Unforturately, it is impossible to measure the 

extent to which this target was achieved but there is no doubt that 

a substantial socialisation of imports did occur in the last years 

of the Nkrunah period. The industrial investment which the import 

programes were tailored to accommodate was very largely generated 

by the public sector 5 9 / and this was a period when consumption was
60/ 

also being socialised.- Trade statistics indicate that direct 

Government imports rose as a percentage of total imports from 7.0%
 

in 1961-62 to 11.6, in 1964-6 5 ,L- / but this tells only part of the 

story because it dees not include 
the imports of state enterprises
 

and similar prira-.ttatnl cce That the licensing di.:crimiuat c
 

in favor of them also is attested to by the 1965 Economic Sucvey
 

(para 282), which notes that:
 

"... most manufacturers were unable to satisfy their
 

requirements of raw materials and spare parts. 
 The
 
sectors most severely hit were the private sector,
 
followed by the co-operative sector. The advance in the
 
State and Joint State/Private Sectors, on the other hand,
 
was remarkable."
 

8/Nothing is more indicative of the contrasting priorities of the
 
Nkrumah Government and the NLC than the fact that the 1967
 
import programme reduced the state's share to 36%.
 

59/A large aluminium smelter being built by a consortium of American
 
companies was the chief exception.
 

L0/See Killick and Szereszewski in Robson and Lury (eds.), The 

Econm-,ies of Africa, Allen and Ur.:in, London, 1969, Table-,, 
p. 88.
 

/Calculated from zhe Annual Trade ,oports, Central Bureau of
 

Statistics, Accra.
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However, even state enterprises had their supply problcems. The 

difficulties of the State Paints Corporation have already been 

mentioned and a report by the State Enterprises Secretariat refriri,d 

to difficulties in 1964 boeause'import licenses were delayed or 

issued for inadequate amou1nts. It went on, "The first half of 1965 

was characterized by frequent and prolonged stoppages of work in 

almost all the enterprises due to acute shortage of raw materials 
62/

and spare parts." However, Licenses were issued later that year.-


Once again, then, it seems likely that overall the licensing authori­

ties were able to meet the political requirement of the Nkrumah
 

government that the public sector be given priority in the alloca­

tion of foreign exchange but that the record was less satisfactory
 

when it ca-me to the detailed operation of this priority. 

The remaining principle according to which the import 

planners were required to allocate licenses was that of protecting
 

local industries. This aspect was the one most emphasised to 

Parliament when licensing was first introduced (see footnote 15)
 

and it was acted upon to some extent. Nkrumah's desires to give 

priority to capital goods imports and to transfer foreign exchange 

to the public sector were themselves part and parcel of the indus­

trialisation drive, but the licensing system was also operated as 

62/,
"Report by State Enterprises Secretariat on Programs by State
 
Manufacturing Enterprises," Accra, December 1965 (mimeo). The 
Abrahams i~enrt. 1965 (p. 18) documents that for 1965 the 
Secretariat obtained licenses for only NL7.6 million as against 
a request for .33.6 million. 
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an explicit device of domestic protection. In October 1963, for 

example, items of footwear, matches, toilet paper, nails and 

plastic utensils'were prohibited,3 and the Economic Survey for 

that year noted that the rapid growth in the number of manufac­

turing plants was "helped partly by the introduction of import 

licensing... 64/ In the following year the authors of the Survey 

that thewere less confident on this score. They argued then 

difficult
erratic functioning of the licensing system had made it 

for businessmen to plan ahead and that the resulting uncertainty 

"was reflected partly in the reluctance of business enterprises to
 

increase investment...,,65/ Without raw materials firms could nct 

take advantage of the protection from foreign competition. 

During the sixties Ghana employed various devices for 

protecting local, industries besides import controls--tariffs, sub­

wouldsidies and tax incentives--and to 5urvey these as a whole be-

Leith*, who studi2d the pro­well outside the scope of this paper. 


tectiVe system in detail, concluded that so far as import licensing
 

was concerned, "no comprehensive import substitution policy was
 

6-3/ See Leith, 2p. cit. The list of items banned for apparently
 

protectionist reasons grew over the years and at the end of
 

1971 included flour and bakery products, beer, certain petroleum
 (see
pteducts, bottles, radios, furniture and rubber stamrs 

Cornercial and Industrial Bulletin, Accra, Nos. 51A and 70).
 

Ball-point pens and paper clips were added in 1972 (see West
 
Africa, London, 4 August 1972, p. 1022).
 

4/Economic Survey, 1963, para. 280. 

65/ Survey, 1964, para. 67.
-5Economic 
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clear from evidence presented earlierWIhat is abundantlydeveloped." 


is that the manner in which the licensing system was operated pro­

set of investment incentives that
 
vided a distorted and arbitrar 


an efficient pattern of import-substitu­was unlikely to result in 


66
 
tion.
 

Problems and weaknesses
 

.The conclusion that emerges is that, 
while import controls
 

than
 
were by no means completely ineffective, they 

were also less 


What, then, were the sources of weakness?
 completely efficient. 


that a single policy instrument was being 
used to
 

One was 


Had the progranmuers been able
 
achieve a multiplicity of objectives. 


to concentrate, say, on controlling the total 
value of imports they
 

time shifting

might have done well, but to do this while at 

the same 

importers to bilateral pact sources of supply 
an__changing the com­

position of imports in favour of industrial investment and giving
 

preference to public sector importers and protecting local industry
 

to do all these things in a smoothly functioning manner, would
 and 


have taxed the best informed, most efficient planning 
agency in the
 

Tinbergen has, of course, demonstrated formally that 
each
 

world. 


government target should have a separate policy instrument, and that
 

more instruments are needed when governments are pursuing policies
 

An
intended to be discriminating in their effects. 
7 / 


that are 


intuitively more appealing way of making the point is that while 
a
 

single policy instrument can help to achieve more than one objective,
 

66/See Steel, p. 50, and passim.
 

67/ 
Economic Policy, North-Holland, 1955,
 -- See J. Tinbergen, Theory of 


especially p. 70.
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it is unlikely to be able to satisfy more than one witi any degree
 

of precision. Too many different things were being asked of the
 

planners and to some extent, then, failure was written into their
 

terms of reference.
 

Another source of difficulty which is implicit inwhat
 

has already been written was that the planners did not receive
 

It is to be pre­sufficient support from their political masters. 


sumed that every major departure from previously agreed import
 

programmes required Ministerial sanction and there were a number of
 

such departures. The most spectacular of these occurred in 1965.
 

On this occasion the Minister of Finance apparently did not receive
 

the support of his President, because the former's carefully devised 

import prograe was shiply swept aside by a President insistent 

on completing anenormouSly expensive new conference building and 

on filling the shops for a meeting of the Organization of African 
68 / 

If tha licensing
Unity.- It was, however, a more general problem. 


system were not to come under internal pressure and if there were
 

not to be domestic inflation it was necessary that 
restraint be exer-


In practice, however, the Nkrumah government
cised on domestic demand. 


pursued strongly expansionary policies, and ran an especially
 

large budget deficit in 1965. 91 There was as a result much
 

8/ See Economic Survey, 1965, paras. 126-127.
 

9/Ahmad, pp. 42-46.
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domestic inflation,- 0 / which lowered the relative price of imports 

and yet further intensified the pressure licenseto an unsustain­

ably large volume of imports.
 

Moreover, this problem did not disappear 
with Nkrumah. 

The NLC also proved unable or unwilling to restrain consumption,
 

private and public, 
to the levels upon which their own import pro­

grammes were based. 
 For e::ample, the operational import programme
 

for 1969 was based upon assumed increases in private and government
 

consumption of Xe,30 million and N 15 million but the actual increases
 

were N75 million and N,2l million.7 In consequence, consumer
 

good imports in that year were well above the planned level. Thus,
 

throughout most of the sixties the high level of domestic demand
 

led to intense pressures on the licensing systcm. It is also worth
 

noticing that import progrz-.s were nori.-ally prepared on a calendar­

year basis but that, with the exception of 1965, fiscal years covered
 

different twelve-month periods--a fact which could scarcely have
 

assisted the co-ordination of fiscal and balance of payments
 

policies. 
 In all years the import programme was exceeded and a
 

reasonable conclusion to draw is that when they came under strong
 

pressure to grant more licenses the responsible Ministers gave way
 

both in the Nkrumah period and thereafter. Thus, the sub-committee
 

.70/See footnote 26.
 

-/
See R. Bhatia, "Import Progranmaing in Ghana, 1966-1969,"

(mimeo, 1970). 
 The figures were calculated in 1968 orices.
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responsible for the import programne noted in a memo to the govern­

ment of March 1970 that for 'essential' food items, "the licensing 

authoritirs are always. under pressure t- issue licenses whenever it 

is felt that stocks wera low. Imports of these items could therefore 

be deemed to be as close to actual demand as possible allowing for 

changes in stocks."
 

Poor co-ordination of policies bearing upon the level of 

aggregate demand and of import prograrnes combined with an inadequate 

level of political commitment to the import programmes were thus a 

major source of weakness. Not only were governments asking too much 

of the importprogrammers; they were also failing to give them the 

support they needed.
 

In the popular mind, however, there .. nas one overlelming 

cause of the deficiencies of the licensing system: corruption. 

There were certainly good reasons for regarding this as a serious 

problem. A succession of investigations found v-vidence of corrup­

tion in the allocation of import licenses. First, the Akainyah 

Report, 1964 found substantiated allegations of bribery and the 

forging of licenses against five fairly junior officers of the
 

Ministry of Trade and against the chief of the Criminal Investiga­

tions Department of the police. The Abrahams Report, 1965 also
 

hinted heavily at malpractices in the same Ministry.-
72/
 

72/Abrahamns Report, 1965, paras. 106-108, and passim. 
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to light
On the whole, though, what those enquiries brought 

The snmc cannot be said of the find­seemed relatively small beer. 


found that :krumah's last two
 
Ollenu 11eort, 1967. This

ings oi t:he 


devised procedures
stt aside tle carefullyof Trade hadMinisters 

in order to obtain bribes.of ]icens-sfor the allocation 

solely at
said, "licenses were issued 
Under A.Y.K. Djin, it 

the consequent

his discretion, capriciously c:rcised wi'-i 
... flie] embarked 

a crisis in the import trade
development of: 

issue of licenses and fraudulentlyil theupon irregularities 
for his own bene­

the situntion created by hilself
exploited 

family and personal
fit, to the advantage of members of his 

73/
friends .. ."
1


and malpractices
Annah there was "open corruption

Under Kwasi 
a cor.:nission cor­

*.. licenses were issued on the 
basis of 


on the face valueirwportersruptly dcn-.n-:ded and qable by 
fixed atThe co'nission was 

of the i;m;part licenses issued. 

to 7-1% or 5/'.." The cases reducedbut was in ,-oecial 

systemati­107, 
"not spasmodic but organized and 

corruption vas 
-. ... [so that] decent importersnts
call.y o0,rat e d t,,,' va, i 

of obtaining 
were compelled LO accept. the impronr methods 

. " 
the onL y rn:s of sjrviva l 

licenses as 


forms of illegality.
These enquiries also discovered various other 

that various businesses had been 
illegally
 

Justice Akainyah found 


selling their licenses or had mis-declared the goods imported and
 

1965 (para. 120) talked of "importers 
of
 

the Abrahams Report, 


straw who would be unable to finance 
the imports, and who, we
 

to others more substantial than themselves 
the
 

think, made over 


Report, p. 3.
2.2/White Paper on Ollenu 


find in this period that
74/Ibid., pp. 4 and 6. It is amusing to 

Arm--h was of the opinion thaL it was "generally accepted" that 

had reduced to "some way
the amount of corruption in Ghana 

below the average for developing countries." (Daily Graphic, 

Accra, 21 'May 1964).
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75/ 
use of licenses which they had obtained. ' " - Again, it appears 

that this problem has outlived 'Nkroimah. After it took over power 

in 197" the N'RC set up yet another r'p;,iission of enquiry under 

Justice P. D. Anincharged, int:vr nla s with investigating the 

the Busia government, and thisallocation of imzport licenses under 

Ras already heard some apparently damaging evidence from senior
 

.civil servants and others to the effect that Ministers varied the
 

normal procedures for allocating licenses in order to finance
 

specific individuals and companies, and that this was used 
as a
 

76/ 
of financing the ruling political 

party.7
 
means 


It is nevertheless difficult to believe that bribery and other
 

illegalities offer more than a partial explanation of the defects of the
 

licensing system. 7/ Serious allegations of large-scale corruption are
 

5/The Ollenu Report, 1967 (p. 24) found that Justica AkainyAh's
 

own wife had acted as an agent of Kwasi Armah to collect bribes,
 

.and the Justice subsequently resigned from the judiciary.
 

6/ See, for example, the'Daily Graphic issues of 2nd and 5th May,
 

* and 13th June 1972, and Ghanaian Times (Accra) of 3rd May 1972.
 

77/It is sometimes argued, e.g. by Prof. Harry Johnson in a public
 

lecture at the University of Ghana in 1971, that bribery is
 

beneficial because it produces an allocation of resources more
 
The examples
nearly approximating a free market allocation. 


given here lend no support to this view. On the contrary, the
 

evidence suggests strongly that the corrupt practices of these
 

two Ministers seriously aggravated the distortions created by
 

licensing and prevented the application of procedures that would
 

have helped to r.ticnalise the system. The corruption also, of
 

course, gave a strong incentive for the over-issue of licenses,
 

which would weaken the balance of payments.
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confined to the tenures in office of Ministers Djin and Armnah, i.e. 

roughly 1964 and 1965, and yet evidence has already been given that 

neither lefore nor after this perird did the system work smoothly.
 

Certainly, things improved after the 1966 coup but the Economic
 

Survey for 1967 (para. 236) still found the system highly defective:
 

"Even though there was some improvement in the issue of 
licenses, it still needs to be emphasised that the selec­
tive allocation of import licenses itself is a non-market 
mechanism which leaves much to be desired from the stand­
point of efficiency. Shortage of raw materials and spares 
continued to hamper rapid progress generally in nearly all 
the industry groups..." 

Doubtless, considerations such as these, plus the influence of the 

IMF and external aid donors, induced the NLC to make a modest 

beginning with the liberalisaten o. 1,inorts that was greatly 

accelerated by the Busia government. 

Examination of the details of the various annual import 

programmes shows that some of the difficulties were inherent in 

the very manner in which they were prepared. If they were to be
 

.implemented and monitored, these programmes had to be administered
 

by those departments of government directly responsible for the
 

import trade--the Ministry of Trade, and the Department of Customs
 

and Excise. But, for the most part, the programmes were not set
 

out according to the Standard International Trade Classification
 

(SITC) employed by these agencies. Only in 1966 was the foreign 

exchange budget expressed in SITC categories, and then only at 

the single-digit level. In all other years the import progranmes.... 
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were chiefly specified according to a curious mixture of end-use,
 

This 1caht
industry-of-use, and specific conodity categories. 


that before they could be given operotional content the programmes 

had to be converted into SITC classes which, at best, created a 

major additional burden of work for the Ministries of Trade and 

Industries, and, at worst, resulted in an actual pattern of import 

licensing substantially different from that intended by the planners. 

A further consequence was that it was impossible to monitor the
 

programmes unless they had subsequently been converted into SITC
 

equivalents, for the trade statistics follow the SITC, and the
 

end-use composition of imports is only estimated annually after
 

long delays.
 

Available evidence suggests that mis-specification of the
 

programmes seriously un.i.erAnod their cffcctiveness, for it: appears 

that the Ministries of Trade and Industries did not always convert 

the progra,.es into SITC equivalents with much accuracy. Take 1968,
 

for example. This year, and 1969, represented the high point in
 

A vast amount
the sophistication of the import planning process. 


of information (or quasi-information) was collected from industrial
 

concerns and others, and a serious, co-ordinated attempt was made to
 

draw up a detailed plan that reflected national needs and priorities.
 

But if one looks at actual specific license issues in 1968 one finds
 

that of the total of Nt201 million no less than N S9 million were
 

for 'various goods', which covered all kinds of imports. It is
 

that most of the hard work that hadhard to resist the conclusion 

been put into the 1968 programme was rendered futile by the 

http:progra,.es
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subsequent failure of the licensing nuthorities to implement it. 

It is not surprising that the figures of Table 4 show large dif­

ferences between w:hat the planners intended and what actually 

happened. 

By no means all of the problem arose from the neglect of
 

the planners to specify their intentions by the SITC. The programmes 

did list a limited number of commodities which could be unambiguously 

converted into an SITC code and, again, the evidence suggests that
 

the licensing authorities adhered to the import prograirnes only in
 

the most approximate manner. Table 5 lists all the commodities shown 

in the 1968 and 1969 operational programnes which can be directly
 

compared with actual imports in those years. Taking the comnodities
 

as a group, it shows that actual imports differed from the planned
 

amounts by an average of plus or minus 38% and 39% respectively.
 

In 10 out of 22 observations actual imports exceeded the progra'..med' 

amounts. 

To be fair to the implementing Ministries, it does appear
 

that in some cases the programmers were not very successful in gauging 

the country's detailed needs; see, for example, the very large short­

falls between planned and actual imports of butter, tobacco (1969),
 

tallow (1968), and maize (1969) shown in Table 5. Another reason
 

for differences between recorded and programmed,imports was that
 

there was a considerable spill-over into each year of imports
 
"78/
 

arriving on the basis of licenses issued for the previous year.­

- For example, according: to Ministry of Trade data 257, of all 1969 
imports under specific licenses were covered by licenses issued
 
in respect of 1968.
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The import programmes were not adjusted to take account of these
 

is that by no means allspill-overs. Yet a further explanation 

licenses were fully utilised and, ii' the absence of advance k-now­

ledge of which licenses would be under-utilised, this also was 

bound to result in detailed discrepancies between the plans and 

what actually happened. The Ministry of Trade adopted a policy of 

of them wouldover-issuing licenses in the expectation that some 

remain unutili-ed but, in the absence of specific information on 

utilisation, tended to exaggerate the extent of under-use of 

In some years this was a major factor, for example, inlicenses. 


1965 and 1968.
 

Granted all this and granted also that the licensing
 

system ought to remain flexible, sensitive to planning errors and
 

changing circtumstances, the suspicion remains that the 'Ministries 

the det ils
of Trade and Industries paid rather little attention to 


of the import progra~ne when they came to allocate specific 

This, at least, was the view of an inter-departmental
licenses. 


committee in charge of the formulation of the annual programmes,
 

fcr in a memo of March 1970 they complained that,
 

"the licensing procedures are diffused and the authorities
 

do not always go strictly according to the details of the
 

programme. In addition, records of licenses issued often
 

lack the necessary details to enable a reclassification
 

on a comparable basis with the programme. Large amounts
 

of licenses issued for instance are classified 'various'
 

and no customs item numbers are given so that it is impos­
issible to ascertain the degree to which the progra.me 


in detail by the licensing
actually being followed 

authorities."
 

http:progra.me


Table 5
 

COMPARISON OF PROGRAIOhMD AND ACTUAL DIPORTS OF-SELECTED COMMODITIES, 1968-69
 

(N mn.)
 

1t)68 1969
 
Diffe-
Diffe-

Item Programne Actual rence (7.) ProPrazne Actual rence (7.) 

-
5.7 6.8 +19%/ n.a. -


Rice 

- 1.0 0.3 -707n.a. -Maize 
+ 47.
8.5 6.3 -26% 7.6 7.9
Milk and cream 

0.9 0.1 -89% 1.0 0.25 -757

Butter 


6.6 8.2 +24% 7.3 8.3 +14%

Sugar 


Fish and fish pre­
2.0 4.5 +125/o 3.3 4.9 +487.
parations 

Meat and meat pre­
+48%
 para t ions 5.7 2.8 -51%7 2.3 3.4 

+ 8% 11.0 14.5 +32%
Crude petroleum 12.6 13.6 


Lubricants and
 
8.1 -10%


other fuels .8.4 7.5 -11% 9.0 


0.3 -93%
3.8 -14% 4.6
Tobacco (unprocessed) 4.4 


5.1 3.0 -41% 4.4 4.6 + 57
Tallow 


6.3 7.2 +14% 6.8-/ 4.52 / -34%
Wheat flour 


Mean difference +387 +39%
 

Note: a/ Unprocessed wheat.
 

Annual Report on External Trade, Vol. 1, 1966-68, C.B.S.: Accra, 1971; External Trade
 

Statistics, December 1969, C.B.S., Accra; Bank of Ghana.
 
Sources: 
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whether detailed planningThe committee actually went on to discuss 


ought not to be abandoned altogether but preferred the alternative,
 

"to encourage the licensing authorities to follow the programmes 4P 

to
some detail or ... give sufficient details of licenses issued 


enable us to integrate our efforts on all fronts."
 

However, co-ordination of the activities of all the rele­

late as
vant government agencies proved an insoluble problem and as 


1970 Bhatia noted poor co-operation between the Ministries of Trade,
 

Ghana. Moreover,
Industries, and Economic Affairs, and the Bank of 


mere possession of a valid licence did not assure the would-be
 

importer that foreign exchange would be released by the Bank to
 

enable him to use it. Many classes of imports were subject to
 

mandatory 180-day credit arrangements from abroad and not a few
 

importers had difficulty in rei.ting these rcquireomnts. The Statc
 

-- one of Ghana's. larger
Gold Mining Corporation, for example, 


export earners -- was very sariously affected by inability to estab­

even
lish the requisite letters of credit for materials and spares, 


to them. The
though they generally had adequate licenses issued 


delays involved in satisfying the Bank's requirement were often
 

such that by the time that credits had been arranged the validity
 

of the licenses had lapsed.
 

A fundamental difficulty in the way of achieving a detailed
 

import programme that accurately reflected national needs and prior­

ities, and could be smoothly implemented, was the enormous volu.re
 

of accurate, up-to-date ir.formation that it .;ould require. Data
 



- 49 ­

would be needed, commodity-by-commodity, on anticipated demand for 

the coming year, on inventory levels, on local production, and cn
 

would bethe input requirements of local producers. Information 

necessary on the financial and .managerial capacity of importers to 

utilise their license allocations, and on the commodity distribution 

of imports that would spill over from the previous year's licenses. 

Ilore than this: the machinery of government would have to be able 

as toto process this information intelligently and promptly so 


produce from it a carefully balanced import programme. In practice,
 

the quantity and quality of information, and the capacity to absorb
 

it, fell drastically short of the ideal.
 

Certainly, attempts were made to overcome the weaknesses.
 

Applicants were required to submit detailed information to the
 

alm',ostauthorities but the preparation and processing of it became 

a source of weakness, not of strength. According to the Abrahoms
 

Report, 1965 (paras. 102-103):
 

"Administrative bottle-necks have bedevilled the issue of 

import licenses to the injury not only of commercial houses 

but also of the consuming public. These bottle-necks have 

arisen from a number of causes which, in our opinion, in­

clude the sheer volume of documentation demanded by the 
unwieldy method of validationformer linistry of Trade, an 

severally involving the consent and counter-signature of
 
thethe Minister of Trade, the Minister of Finance and 

.... The
Governor of the Bank of Ghana--a virtual odyssey 


administrative congestion has resulted in avoidable delays
 

in the issue of import licences... [which] usually mean 

delays in the importation of co.nmodities which may already 

be scarce, and sometimes a total impossibility in import­
ing them."
 

There were improvements after 1966. A major effort was 

made in the preparation of the 1968 and 1969 progra=mes, for
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example, to obtain detailed information from a large number of 

import requirements wereindustrial establishments. Est.imates of 

'derivd (a) on a macro-economic basis from national accounts pro­

jections, (b) from detailed sectoral projections which sought to 

as expected demand conditions, the
take account of such matters 


desirability of protecting local producers, the raw materials
 

required to produce a given volume of output, the degree of cap­

and (c) were then reconciled with each
acity utilisation, etc., 


other and with expected foreign exchange availabilities.
7 9 / In
 

intelligentfact, the files are a monument to the 	vast amount of 

from the failure to imple­work that was done. But, quite apart 

to a basicment the resultinq p,',..., the exerci5.e was subject 

r !trictiors and andifficulty: the very ':i,st.,ne_ of ;-"t.rt 

a very strong incentive for liceuceover-valued currency provides 

applicants to present false or exaggerated information in the hope
 

of getting a large allocation. It was well-known that local producers
 

often applied for raw materials greatly in excess of their real 
needs
 

and naturally presented supporting "information" to reinforce their
 

Similarly, importers of final goods were constantly striving
case. 


by fair means or foul, to increase their own share of the market
 

and thus reap the considerable monopoly profits to be earned from
 

Thus, far from being a scientific attempt
the sale of imports.80/ 


-9 /See Blhatia, passim. 

80/
80Price controls were est.ablished on .'ported consu".ier goods to
 

prevent importers fro:n e..rning rionopoly profits but I have sIg­

these were little observed. See Killic,
gested elsc,'ihore 	 that 
Inflation and Income Distribution: The Chanaian"Price Controls, 

Harvard Univurs ity E.conom ic i)vlo::wnt Report,Eyperience,," 

No. 223, 1972.
 

http:imports.80
http:availabilities.79


- 51 ­

to calculate national needs, license allocations had to be made on 

the basis of bluff and counter-bluff.
 

the reforms did pred ue some effect is suggested byThat 

examination of line 11 of Table 1 above, where it will be seen that 

from the forecast balance of
the mean deviations of actual results 


previouspayments in 1968 and 1969 was smaller than for the three 

years. But the deviations of imports from" their planned levels 

(+27% and +29%) remained large. And that the system made heavy
 

demands upon the time and resources of importers is amusingly con­

veyed by a suggestion of the Ghana National Chamber of Commerce in 

1968 that "the import licensing duties between the Ministry of 

Industriec and the :'inistry of Trade should be centralised. This 

would elfr-in-t- th2 nc o.. sity cf :n k n to an r om t,- e tj:o 

Ministries when a manufacturer is arranging for a licease."-

Cone lus ions
 

This paper has been primarily intended to answer two
 

questions:
 

--to what extent could import controls be said to have
 

succeeded or failed in the nineteen-sixties?
 

--were the weaknesses that become apparent peculiar to
 

that period or were they so fundamental as to suggest
 

that import controls are simply not workable in Ghanaian
 

conditions except at a prohibitively heavy cost to the 

perfonmance of the economy? 

- Memo to government dated 11 May 1968. 
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Taking the first of these questionns, only partial. succ;ess could be 

claimed. Controls ,,,ere successful in reducing the absolute level 

of imprrts and thus protected the balonce of payments. But they 

were unable to exercise sufficient control over total imports to 

conserve the external reserves in the manner desired and, by, focus­

sing attention on the limitation of imports, they encouraged a 

neglect of export incentives that proved fatal to any basic solution 

of the balance of payments problem. Controls, on this view, merely 

postponed the introduction of measures to act on the fundamental 

sources of weakness in the payments situation. 

It is a similarly mixed picture when one turns to the 

a.locative efficiency of the system. The controls were able to 

achieve substantial chan,-es in the geographical origin and 6nd-use 

in the directions desired by the governmentscomposition of im:ports 

of the day, and they were also able to bring about a significant
 

socialisation of imports during the Nkrumah period. Whether they 

were as successful in systematically providing protection to local 

industries is more doubtful, but if one looks at broad trends it 

could well be said that the controls did what was required of them. 

When one goes on to look at the system as it operated at 

it becomes clear that the programmersthe micro-economic level, 


failed to evolve a system for an efficient comnodity-by-comunodity
 

allocation of imports. To some extent this was due to the non­

economic priorities of politicians but that is only part of the 

story. The failure to achieve an efficient allocation of foreign 
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exchange resources imposed a major cost on the economy, in terms of 

output and welfare foregone and alsoi from time to time, generated 

a politic l climate that was certainly not intended by the govern­

reason for this failure, we have suggested, was thatment. One 

gover nents were seeking to achieve multiple objectives with' a 

single policy weapon.
 

the system failed at the micro-economic level is there-
That 


fore not surprising, and this is especially the case in view of the
 

For a
administrative problems described in the previous section. 


variety of reasons, the import progra.mmes were only very loosely 

implemented when it came to the.details, and this and other factors 

resulted in an actual detailed composition of imports that bore 

only the most approximate relitionship to the intentions of the 

w-is so 	 progra.-nes failed at theplanners. It not 	 mua.:h that the 


a sense was programme
micro-economic level; in real there no at 

that level.
 

This brings us to the second question: were the causes of
 

so fundamental as to call into ques­the shortcomings remediable or 


tion the feasibility of successful import programming at this stage
 

One aspect of this is whether serious cor­of Ghana's development? 


ruption is intrinsic to licensing in Ghana. The evidence so far
 

Corruption and controls are bed-fellows in
is not encouraging. 


many countries, and Ghana's own recent history has shown that it
 

-2/ See Gunnar Myrdal, Asian Dramni, Twentieth Century Fund,*New York 

. . . . and Little, Scitov'ky andScotc 
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takes more than changus in governmcnts, civil servants and pro­

cedures to overcone the strong incentives that are created for 

bribery ,"ien a country with an over-va U:ed currency resorts to 

import licensing. how.ever, even if corruption were a remediable 

condition, its elimination would not get rid of many of the serious 

problems that emerged with import prograi.ming in the sixties. For 

two or three years large-scale corruption had a serious effect on 

the efficiency of the system but even in periods when there were 

no allegations of large-scale corruption controls did not work 

smoothly as an allocative device. There were various other major 

sources of difficulty besides. This point w.as put clearly by the 

committee charged with the preparation of- the 1968 import program.ne. 

In a memo dated April 1968 they said, "It is evident ... that the 

successful organisation- and implo-.centation of the i:: port progra'.zic 

in the present situation is no lonzer merely cuestion if eekin-_ 

integrity and ordcrlienss in the isste of licenses. It is a highly 

complex economic exercise requiring continuous review and co-ordina­

tion between the various agencies of the Government and great
 

flexibility in execution" (my emphasis). The need has been
 

stressed above for a high level of co-ordination (a) between the
 

import programmers and those responsible for overall macro-economic
 

policies, and (b) between the various agencies involved in the
 

preparation and implementation of the prograimes. There seems no
 

intrinsic reason why this should not be achieved, but co-ordination
 

implies a level of administrative efficiency that may not be 

http:program.ne
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present public administration.realisable in chana's 

One source of diffirulty that is indisputably 
intrinsic 

controls is the impossibility of satis­to the operation of pinort 

't is notinformation.

fying the requirements of the system for 

merely that only limited data are actually 
available; tLe ver.y 

situation that necessitates controls 
also creates strong incentives
 

for intending importers to supply false information 
in support of
 

This infor.ational problem greatly
 inflated licence applications. 


.complicates the task of preparing 
a detailed programme that bears
 

previous paragraphs, 

a reasonable relationship to the import needs of the economy. It 

also hampers the co-ordination and flexibility mentioned in the 

and the task of monitoring the progranmies 

once they have been accepted.
 

also n-oted various more specifically administra-
We have 

or inabil­apparent un'.,illingness
tive shortcomings, including an 

that were drawn up, and slov pro­
implement the programmesity to 

How
 
'cedures for processing applications and 

issuing licenses. 


easy it would be to overcome these deficiencies 
is a moot point.
 

A smoothly operating licensing system demands 
large inputs of
 

skilled administrative talent which at 
Ghana's stage of develop­

ment are in very short supply. This explains why, at the end of
 

March 1969, the 'General Administration' 
section of the Ministry
 

of Trade had a total of only 45 offi'ers 
in the administrative
 

class to carry out an extremely wide range of 
functions
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83/
 
additional to the adinistration of import controls.- To raise 

the standard of administration in the relevant agencies of Govern­

ment will certainly not be easy, nor -ill it be achieved overnight. 

Perhaps the best way of assessing the intransigence of
 

the problems is* to ask the question, how efficient had the system 

become by 1968-69, after several years' experience had been gained 

and when a major effort was being made to increase its sophistica­

tion? The question has already been answered: the system was 

working more efficiently than in the earlier sixties; it was none­

theless still generating considerable problems and, at the micro­

economic level, the programmes were scarcely being implemented. 

The NLC, as was noted earlier, appeared to recognise the difficulties 

of improving the sytem to a desired level of efficiency and ben.an t'e 

process of liberalisation that was taken much further by tl.e Busia 

government. 

Given this histo;'y, it is hard to resist the conclusion
 

that, as a device for protecting the balance of payments and for
 

83/Twenty-six of the forty-five were in the most junior grade of the
 

administrative class of coLnercial officers--see Annual Estimates
 
for Ministry of Trade, 1969/70, Ministry of Finance, Accra, 1969.
 
Page 5 of this document describes the responsibilities of the
 

'General Administration' section to include the following: com­
mercial policy; trade relations, including negotiation and imple­
mentation of trade agreements; correspondence on trade matters 
with foreign governments and firms; status reports on Ghanaian 
and foreign firms; handling of trade complaints; direction of 
Ghana's overseas trade missions; servicing of international 
organisations; administration of import controls; ad.ninistration 
of price controls; preparati6n of monthly reports on regional 
supply and price trends; reulation of or liaison with a variety
of para-statal and private. oranisations; provision'bf sccretariat
 

to deal with imuigration quotas.
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allocating scarce foreign exchange in Ghana, controls will work
 

only imperfectly and the imperfections are likely to be serious. 

new military government in February 1972 to
The decision of the 

in the teeth of a balance of paymentsrevalue Ghana's currency 

to wide­feasible alternative but to revertcrisis left them no 

ma5 well come to rue.
ranging controls. But it is a decision they 

If, as was argued early in this paper, Ghana was in a
 

in the sixties,relatively strong position to make controls work 


her experiences: that
 a further conclusion is suggested by 


inefficient, high-cost
import controls may well prove to be an 

policy in most tropical African countries.instrument of economic 


