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Preface

This report presents the findings and recommendations of a
macroeconomic assessment of Ghana's Economic Recovery Program and
its impact on private sector development. The study was
commissioned by the U.S. Agency for International Development
Mission to Ghana (USAID/Ghana). Funding was provided by USAID
under the Private Enterprise Development Support Project (Project
Number 940-2028.03).

This study was undertaken by SRI International and The
Services Group, U.S. based consulting firms, in collaboration with
Rutben Associates, a Ghanaian consulting firm specializing in
investment and economic analysis. The project team in Ghana
consisted of Peter Boone, Karen Hendrixson, and Ebenezer Nyakotey,
whose primary contribution was the preparation of Annex TII.

Prior to visiting Ghana, the team reviewed materials in the
U.S. on Ghana's macroeconomic reform efforts, and interviewed
individuals at USAID/Washington, the World Bank, the IFC and the
IMF. The team then travelled to Ghana to conduct a series of in-
depth interviews with GOG officials, members of the private sector,
and representatives of the donor community from June 24, 1989, to
July 7, 1989.

USAID/Ghana is in the process of carrying out a detailed study
of the private sector in Ghana entitled "Manual for Action in the
Private Sector (MAPS)." The MAPS exercise is a survey and
description of the private sector in Ghana. When completed, it
will provide USAID and other donors with programming options to
support private sector development activities. The report which
follows complements the ongoing MAPS program by previding a
strategic overview of the Economic Reform Program, focussing on

specific macro-policy issues affecting private sector growth.



The team would like to extend its appreciation to all of those
individuals in Ghana and the U.S. who agreed to be interviewed.
We would like to give special thanks to Andy Sisson of USAID/Ghana
and Mike Borish of Austin Associates (MAPS/Ghana) for their
valuable comments and assistance. However, the opinions expressed
in this report, as well as any errors and omissions, are entirely
the responsibility of the study tean.



Executive Summar

After a disastrous period of econcmic decline lasting from
1970-82, the Ghanaian economy has made an impressive turnaround
through the Economic Recovery Program (LRP), which was initiated
by the government in 1983. The ERP comprises a sweeping package
of stabilization and liberalization measures. Key elements of the
program include a series of exchange rate devaluations and
resstraints in the growth of domestic credit made possible by
sufficient fiscal austerity. The program has also streamlined mary
of the procedures required for importing and exporting. Exports
and economic growth have responded favorably to the more "level
playing field" created by the liberalized trade environment. The
government has also lifted most price controls, allowing for cost
containment through price competition, while at the same time
providing investors the opportunity for reasonable returns on
capital. Overall, Ghana's structural adjustment program has been
one of the most disciplined and successful programs of its kind in
all of sub-Saharan Africa during the 1980s.

However, the program has not been implemehted without
problems. The rate of inflation has been just as bothersome under
the ERP as in previous years. Restrictions on credit availability
dre also a problem, as they constrain the flow of capital to
private sector enterprises. The parastatal divestiture program has

also made very slow progress during the ERP.

Perhaps the most disappointing aspect of the ERP has been the
slow rate of response by the private sector to the new policy
initiatives. Private investment is low, representing only about
4 percent of GDP in 1988. Foreign investment inflows have barely
increased during the ERP and average less than $US 5 million a
year, or about 4 percent of total private investment. The 1low
levels of private investment are a matter of serious concern to GOG
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officials, as it implies a strong dependency on donor aid inflows
until such time as private sector driven growth leads the economy.

The study team has identified a number of weaknesses in the
private investment climate which will need to be overcome to
achieve an adequate private sector enabling environment. The
current weaknesses include the private sector's lack of confidence
in the public sector and banking institutions. Conversely, some
high level public sector officials still view the private sector
with suspicion and distrust. There are also some inadequacies in
the 1985 Investment Code, including the incentive package which is
uncompetitive by world standards, and the lack of clarity and
automaticity in some of the provisions. In addition, the
procedures for establishing new businesses are overly complex and
act as barriers to entry. Finally, corporate income taxes rates

are excessively high and are onerous to businesses.

Because of the seriousness of some of these investment climate
problems, the government must take a more active role in improving
the investment climate. The Ghana Investments Centre, whose role
is to promote investment in Ghana, has been overly concerned with
the regulation and control of investment, and its promotional

effectiveness has been limited.

The net impact of the current policy environment, whether
intentional or not, is nct very welcoming to investors. The
combination of administrative controls on the approval of new
businesses and investments, shortage of credit, high taxes, and
ineffective efforts to promote private investment have resulted in
a reluctance by the private investment community, both local and
foreign, to invest new capital in Ghana.

Experience in other African countries has shown that the
economic "success cases" have been countries which have reduced
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constraints on the private sector and have minimized taxes. on
businesses. The two countries in Africa with the highest economic
growth rates in the 1980s -- Mauritius and Botswana -- have
followed policy prescriptions which reduce impediments to business

and keep taxes low.

Through the ERP, the government has made a number of trade
policy reforms and there are indications that it may now be
recognizing the need for liberalized investment policies as well.
The government stated its commitment to private sector led
development in its 1989 budget speech, emphasizing the need to
bolster private investment promdtion efforts. The government has
had some success with the promotional activities of the Minerals
Commission and the Export Promotion Council. However further
measures are required to make Ghana a more competitive investment

site.

The study team has drafted a set of policy recommendations
aimed at improving the private sector enabling environment. These
policy recommendations are in addition to the important
macroecononmic reforms already underway such as the financial sector
reform, the reform of the parastatal sector, and the unification
of the auctirn and {orex bureau exchange rates. It is the opinion
of the team that unless bold new initiatives are undertaken by the
government, investors will continue to delay or decline from making
new investments in Ghana. The main policy recommendations are

summarized below.

1. Implement changes in the Investment Code, including
making the incentives more competitive, and increasing
the specificity of certain provisions which currently
lack clarity.



Encourage small business creation by streamlining
business establishment procedures and exempting small
manufacturing firms from the manufacturing permit

requirement.

Draw up clearer lines of jurisdiction for the GIC so that
the investment approval process is streamlined and GIC
moves closer to a "one-stop shop" for investment

approval.

Reduce corporate income taxes. Corporate income taxes
are high and act as a disincentive to investment. The
corporate tax rate should be reduced and the dividends
tax lifted to eliminate double taxation and encourage

equity financing.

Assess the prospects of establishing an Export Processing
Zone. A market-oriented, low-tax environment could'help
to rapidly encourage labor-intensive investment and
further diversify export earnings away from cocoa.

Strengthen the Ghana Investments Centre. More emphasis
should be placed on investment promotion and investor
support, and less on the screening and controlling of
investments.

Expand the dialogue between the government and the
business community. Lack of publicity about some of the
new policy reforms reduces their favorable impact on
private sector confidence.

Strengthen the private sector organizations' capacity
for policy analysis. Private sector organizations could
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play a larger role in the design of economic policies if
their policy analysis capability was stronger.

Once these and other recommendations are implemented, the
government would be in a better position to promote Ghana as an
investment site. The government could take advantage of new
investment reform measures and incentives by publicizing in leading
international newspapers and magazines. The team.is convinced
that because of Ghana's recent macroeconomic reforms and rich
natural and human resource base, the country has the potential for
attracting significant new investment activities, provided it makes
a serious effort to improve the investment policy environment.
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I. OVERVIEW OF GHANA'S8 ECONOMIC POTENTIAL AND PAST POLICIES

Resource Base and Economic Potential

During the 1950s, Ghana was one of the most developed
countries in sub-Saharan Africa. Per capita GNP was the highest
in the sub=-continent. At that time, Ghana's per capita income

levels were equal to South Korea and Portugal. Government
institutions were very well developed by African standards. The
country had some of the best roads and ports in Africa.

Educational facilities and social services were of high standard.
Ghanaians were considered to be one of the most highly educated
populations in Africa at the time.

Ghana has a rich natural resource base that offers very good
opportunities in many economic activities. In the minerals sector,
Ghana possesses one of the world's largest and richest reserves of
gold in the world. The gold reserves contain between 15 and 18
grams per ton, compared with 5 grams per ton in South Africa.
Ghana also has reserves of diamonds, manganese and bauxite.
Conditions are favorable in Ghana for producing a number of export

crops such as cocoa, coffee, rubber and tropical fruits. The
potential for production of staple crops is also high due to good
soils and adequate rainfall. Southern Ghana enjoys two rainy

seasons which makes double cropping possible. The forestry sector
contains sizeable though shrinking strands of tropical hardwoods.
Nonetheless, Ghana's forests still cover over one third of the
country's total area.



Past Economic Performance

Economic performance in the 1950s and early 1960s was strong.’
Ghana enjoyed several years of balance of'payments surpluses. In
1957, the country had extremely healthy foreign exchange reserves
of S$SUS 481 million. Ghana's economy was relatively open, as
exports equaled 28 percent of GDP in 1960 compared with 21 percent
for all of sub-Saharan Africa. Ghana was the world's largest
producer of cocoa, producing 538,000 tons in 1965, which accounted
for one third of world production at that time. In the early 1960s,
overall government deficits were in the range of 2-4 percent of
GDP, allowing the private sector access to borrowing. Savings
represented 17 percent of GDP? in 1960 providing adequate resources
for investment. Economic prosperity continued from the 1950s to
the mid-1960s.

Ghana's Economic Decline

Ghana's econcmic performance began to deteriorate in the late
1960s. Real GDP growth was only 2.2 percent per annum in the
1960s, markedly worse than the 4.0 percent average for all sub-
Sahar=: Africa. The situation became even worse in the 1970s, with
average annual GDP growth rates of zero percent for 1970-1982,
compared with 1.8 percent for all of sub-Saharan Africa. These
growth rates are based on officially recorded economic activity,
and therefore they underestimate the true level of growth since an
increasing portion of economic activity took place in the black

' For a discussion of Ghana's economic policy during this
period see Annex III.

’savings in this context is an estimated flow from the
national accounts.



market.’ Even if estimates of the parallel market are included,
however, economic growth performance during this time period was

poor.

The stagnation in GDP was accompanied by disturbing changes
in the structure of economic activity. Growth rates in agr’:ulture
and industry were even lower than the growth in GDP in the 1970s,
indicating a shift from the productive sectors of the economy
towards government and tradirg activity. Export volumes declined
at a rate of 5.3 percent per year during the 1970s to the point
where, in 1982, exports equaled only 3.3 percent of GDP compared
with 28 percent in 1960. The balance of payments situation
deteriorated such that the overall balance of payments deficit
reached $US 250 million in 1983.

Ghana's poor economic performance and inappropriate policies
made access to official capital inflows difficult, and discouraged
direct private investment flows. Therefore, foreign exchange for
imports was restricted to expcrt earnings. Consequently, imports
also dropped, falling to three percent of GDP in 1982. Petroleum
accounted for 50 percent of imports, and intermediate goods and
capital goods accounted for only 30 percent. The lack of spare
parts grew so severe that in 1982 an estimated 70 percent of the
transport fleet was out of commission.

Despite the extremely poor balance of payments situation and
the depletion of foreign exchange reserves, the government
maintained an inflexible foreign exchange policy which pegged the
cedi to the U.S. dollar at fixed rates of 1.15 from 1973 to 1977
and 2.75 from 1978 to 1982. Consequently the cedi beceme wildly
overvalued. The World Bank has estimated that by 1982 the cedi was
overvalued by 816 percent, and the disparity between the official

’The estimated size of parallel market activities was 32
percent of GDP by 1982.



and the black market rates rose to 20:1 in that same year. Such
drastic overvaluation reduced all incentives to export at the
official exchange rate and as a result the flow of foreign exchange

through official channels plummeteci.

Exports were smuggled through the Ivory Coast and Togo through
the black market. It is estimated that from 20,000-50,000 metric
tons of cocoa were smuggled‘ annually through those two countries
during 1980-82. Official exports of cocoa dropped from 538,000
tons in 1965 to 179,000 tons in 1983, and Ghana's share of the
world cocoa market dropped from one third in the 1950s to one-tenth
by 1983. The main reason for the disastrous decline was the low
price paid to farmers by the Ghana Cocoa Marketing Board (now
called COCOBOD) for their crop. The overvaluation of the cedi made
it difficult for the COCOBOD to pay a high cedi price to farmers.
In addition, the COCOBOD itself became very inefficient. By the
early 1980s, the staff of the COCOBOD had bloated to over 100,000,
thereby increasing marketing costs and effectively taxing farmers.
As a result of these two factors, the share of cocoa crop revenues
paid to farmers dropped from 68 percent in 1965 to 26 percent in
1981. By comparison, many other major cocoa exporting countries
such as the Ivory Coast, Indonesia, and Malaysia were paying
producers about 65 percent of the export price.

Despite the serious contraction in cocoa exports, cocoa's
share of total exports remained relatively constant indicating that
most exports had experienced a similar collapse. From 1970-80, for
example, the export volume of gold, Ghana's second leading export,
fell on average seven percent per annum while that of timber fell
fourteen percent per year. Beginning in the late 1970s, Togo

‘see May "Exchange Controls and Parallel Market Economies in
Sub-Saharan Africa; Focus on Africa," World Bank Staff Working
Paper Number 711, 1985.



began to export gold, even though the nearest gold mine was located
across the border in Ghana.

Imports became extremely cheap because of the overvalued
currency. Demand for imports at the official exchange rate far
outstripped the supply of foreign exchange and the government was
forced to control all imports strictly. Thus by the 1970s it put
into place an elaborate system of import licensing, high tariffs
and quotas in an effort to ration scarce foreign exchange. Despite
these control measures, more imports were licensed than foreign
exchange would permit, leaving some licensed importers without
foreign exchange. The economic rents that could be obtained from
having access to foreign exchange at the low official rates were
substantial, leading to corruption. Much of the scarce foreign
exchange was used for commercial activities rather than for the
productive sectors of the economy. This helped contribute to the

economy's poor overall performance.

The fiscal performance of Ghana's public sector was extremely
poor and was also a key factor in Ghana's economic problems.
Government deficits were substantial throughout the 1970s. Because
of Ghana's debt repudiation in the early 1970s and the country's
poor economic performance, private credit from either domestic or
foreign sources was not available. As a result, Ghana had to
finance its deficits from the government owned banks, particularly
the central bank. Overall government deficits reached 12 percent
of GDP in the mid-1970s. In effect the government printed money
to cover its deficits. This in turn led to high rates of inflation
which also led to an overvaluation of the cedi. The substantial
declines in exports and imports mentioned above also had a negative
impact on public finances, as taxes on international trade
typically provided 40 percent of government revenues. By 1983 tax
revenues had fallen to 5.5 percent of GDP.



The persistent budget deficits forced the government to absorb
almost all the credit in the economy, crowding out private
borrowing. Overall, the government's share of the stock of debt
outstanding to the domestic banking svstem reached 86 percent in
1982. One of the factors fueling goverrment demand for credit was
the fact that the income of state-owned enterprises (SOEs) did not
cover their operating costs. The gap was filled by loans provided
by the banking system or by government subsidies which, in turn,
were financed by government borrowing. The combined operating
deficits of SOEs in 1982 equalled 3 percent of GDP and were
equivalent to total government spending on education, health,
social security,rand welfare for that year.

Data on savings and investment also suggest that the economy
was seriously deteriorating. Savings as a percentage of GDP had
dropped from an impressive 17 percent in 1960 to a mere 3.9 percent
in 1982. Much of this drop was due to the maintenance of negative
real interest rates, which averaged minus 30 percent in the 1970s,
leaving no incentive to save in the banking system. There was an
increasing preference for holding liquid assets outside the banking
system, as firms and individuals sought to move out of financial
assets and into fixed assets as hedges against inflation. These
trends were agcravated by a drop in public confidence in the
banking system in 1983‘following the demonetization of the 50 cedi
note and the freezing of all bank accounts holding amounts above
50,000 cedis.

Government deficits, as described above, contributed to the
lack of domestic savings. Government absorption of most available
domestic savings is also reflected in the poor performance of
investment. From a respectable 24 percent of GDP in 1960, gross
investment fell to only 3.5 percent of GDP in 1982. It.is likely
that net investment was negative through most of the 1970s. Ghana
was losing more than physical capital. The rapid deterioration in



real wages and living standards caused an estimated two million of
Ghana's better educated workers such as teachers, doctors and
civil servants to emigrate, leaving Ghana with a shortage of human

capital.

Policies toward foreign private investment were welcoming in
Ghana until the early 1970s. With the overthrow of the Busia
Government in 1972, however, there was a sharp switch in policy.
The new regime, led by Colonel Ignatius Acheampong, reacted to the
severe economic difficulties inherited from its predecessors with
a program of economic nationalism. In 1975, decrees were issued
which allowed the state to take a majority share in foreign-owned
enterprises; many companies sold 55 percent to local hands. By
1977, an estimated 49 percent of manufacturing value-added came
from the state-owned sector. By the early 1980s, manufacturing had
slid into a precipitous decline and capacity utilization fell to
about 20 percent by 1982.

“lation averaged 34.9 percent per year from 1970-82 compared
with 10.8 percent in the rest of sub-Saharan Africa. It was fueled
largely by the need to print money to finance growing government
deficits, and led to the lowering of real interest rates and to
the excessively overvalued exchange rate. In an attempt to control
inflation, the government imposed price controls on hundreds of
commodities. These price controls aggravated existing shortages
and introduced further economic distortions, affecting the
profitability of many enterprises adversely. Consumer prices
continued to rise, as small retailers were too numerous to monitor.
Retail stores run by the government were constantly short of
supplies. Profits were shifted from large producers, who were
closely watched, to small retailers, who could sell at whatever
prices the consumers were able to pay.



In addition to the major distortions and macroeconomic
imbalances described above, three important external shocks in the
early 1980s helped bring the Ghanaian economy to a complete halt.
First, the extremely favorable terms of trade that the Ghanaian
economy experienced with the two commodity price booms of the 1970s
deteriorated rapidly in the 1980s. Secondly, Nigeria expelled
roughly one million Ghanaian workers, equivalent tu nearly one-
tenth of Ghana's population, forcing them to be reabsorbed into the
Ghanaian economy at a time of economic crisis. Finally, the severe
drought of 1981-1983 created the worst food shortages since
independence and contributed to widespread bush fires that reduced

cocoa acreage.

As the economy collapsed, so did the government. A new
government headed by Flight-Lt. Jerry Rawlings seized power on the
last day of 1981. The new regime, the Provisional National Defence
Council (PNDC), initially attempted to deal with Ghana's economic
crisis by employing populist rhetoric and increased controls on the
economy. It soon became clear. however, that these measures were
insufficient to resolve the nation's economic crisis and that
substantial economic reforms would have to be introduced.



IXI. ECONOMIC RECOVERY AND STRUCTURAL ADJUSTMENT PROGRAMS, 1983-91
overview of the Economic Recove Program

In the face of the total economic paralysis prevailing in
Ghana by 1982, the Ghanaian Government established a National
Economic Review Committee in early 1982 and gave it responsibility
for initiating a program of national economic recovery. In July
of that year, preliminary discussions were held with the
International Monetary Fund (IMF) to investigate the possibility
of receiving IMF support for Ghana's recovery efforts. The
Economic Recovery Program (ERP) was introduced in April 1983 after
close consultation with the World Bank and the IMF.

The ERP aimed at rebuilding Ghana's economy by completely
reorienting national economic policy away from the economic
distortions and destabilizing policies of the previous decade. The
chief objective of the ERP has been to achieve macrceconomic
stability and to improve the country's balance of payments, thereby
putting the economy back on the path to positive real growth. This
objective was to be achieved in three phases, beginning with a
stabilization phase, followed by a rehabilitation phase, and then
a liberalization and growth phase. Although the policy measures
introduced under the ERP are classified into three distinct phases,
many of these measures were, in fact, adopted in overlapping or
concurrent fashion. Upon completion of an initial three-year
program in 1985, a second stage of the ERP began. This phase,
which is also part of IMF and World Bank structural adjustment

agreements, covers the years 1987-91.
The Stabilization Phase

This phase of the ERP focused on the macroeconomic

stabilization of basic economic indicators in order to halt Ghana's



growing economic instability. The policy instruments used included
realignment of the exchange rate, the phasing out of most price
controls, increases in interest rate 1levels, the gradual
elimination of most government subsidies, and a sharp reduction in
the fiscal deficit. The implementation of major policy reforms
were concentrated in the first year of the ERP, April 1983 to June
1984, although further adjustments continued to be implemented in

later years.5

The economic policies introduced under the ERP can be divided
into four categories which are typical of IMF adjustment programs:
(1) exchange rate policy; (2) prices and income policy; (3)
monetary policy; and (4) fiscal policy. In light of Ghana's
exchange rate history -- which included Prime Minister Busia's
overthrow after the 1971 devaluation, and the refusal of subsequent
governments to sufficiently adjust the cedi's value =-- exchange
rate policy was undoubtedly the most controversial aspect of the
ERP.

The first adjustment in the cedi's value occurred in April
1983, when the government introduced a system of export bonuses and
import surcharges. Although the cedi's official value remained at
2.75 cedis to one US dollar, the policy made exports more
profitable and imports more expensive, and was, in essence, a
devaluation. In October 1983, the two exchange rates were unified,
setting the official exchange rate at 30 cedis to the US dollar.

This devaluation was followed by eight further adjustments
over the next two years, in accordance with the IMF's quarterly
performance requirements. By January 1986 the cedi's value had
fallen to ninety cedis to the dollar. In total, the cedi was
devalued by over 3000 percent in local currency terms in. less than

5
the ERP.

See Annex I for a chronology of key economic events under
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three years. In September 1986, the weekly foreign exchange
auction was introduced. All the nation's available official
foreign exchange was allocated through this auction, and the demand
for and supply of foreign exchange each week determined the

nation's official exchange rate.

In addition to adjusting the exchange rate, the ERP introduced
new monetary policies. From 1975-83, the money supply in Ghana
grew on average 40 percent per year, thus helping to fuel the
tremendous rates of inflation in that period. Under the ERP,
growth in the money supply has been tightly controlled. In
addition, interest rates have been raised over time in order to
mobilize domestic savings, while credit policies were initially re-
oriented towards priority sectors of the economy, such as the
agriculture, manufacturing, and export sectors.

Price controls on goods and services, which had for so long
fuelled hoarding and profiteering, were also gradually lifted.
Fees for government services -- such as railway tariffs, water and
electricity rates, and road transport fees -- were significantly
increased. Finally, in sharp contrast to the policies of previous
governments, fiscal policy was tightened, thereby restoring
discipline to Ghana's budgets.

The Rehabilitatjon Phase

The rehabilitation phase, initiated in the 1984-85 period, has
focused on the rehabilitation of essential infrastructure such as
the railways, roads, and the ports at Takoradi and Tema. Growing
deterioration of these facilities had increasingly stymied
exporters and impeded the transport of agricultural goods to urban
markets. Infrastructural improvements were critical if exporters,
private sector businessmen, and cocoa farmers were to respond to

11



the improved price incentives introduced under the ERP.® An
important component of this phase has also sought to improve the
capacity utilization of the manufacturing and transport sectors
through the provision of spare parts and essential raw materials.

The Liberalization and Growth Fhase

Finally, the liberalization and growth phase, occurring in the
second and third years of the ERP, focused on the relaxation of
trade and payment controls. Introduction of the foreign exchange
auction was a key measure of this phase. Trade liberalization
began with the introduction of special unnumbered licenses (SULs)
in 1986, whereby anyone holding foreign exchange outside the
banking system was automatically granted an import license. The
import licensing system was gradually abolished to the point where
importers today need simply to f£fill out a brief Import Declaration
Form (IDF) for submission for monitoring purposes by five

government ministries.’

The Structural Adjustment Program (SAP), was introduced in the
1987-88 period, marking a new round of IMF and World Bank lending.
The SAP focuses on further institutional and policy reforms in the
cocoa sector, the state-owned enterprise (SOE) sector, trade and
exchange rate policy, and public sector management. Under the SAP,
cocoa producer prices have been further increased and the COCOBOD
staff reduced; the import regime has been liberalized; and the SOE

®. The deterioration in the nation's infrastructure was such
that despite the substantial price and exchange rate changes
introduced in 1983 in favor of exporters, exports -- particularly
timber, bauxite, and manganese -- were slow to respond owing to the
lack of spare parts and poorly functioning railways and ports.

7. Import permits are still required for a small number of
items in the following categories: arms and ammunition,
explosives, chemicals, telecommunication equipment, and specified
pharmaceutical products.
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divestiture and restructuring program was initiated. In the public
sector, civil service wages have been raised and surplus workers
have been removed to increase the efficiency of government
operations. Macroeconomic reforms in these areas, as well as
reforms of the banking sector, will be ongoing in the remaining
years of the SAP from 1989-91.

Donor Support

World Bank and IMF financial support have been integral to the
ERP and the two institutions have coordinated closely throughout
the history of the program. IMF lending has occurred in support
of the reforms in the fiscal, trade, and exchange regimes, as well
as in the form of compensatory financing in the export sector. The
World Bank has been heavily involved in structural adjustment
reforms and lending, and has provided both policy-based loans as
well conventional project and sector-based loans. Key areas of
World Bank involvement have included reform of the COCOBOD, civil
service reform, restructuring of the parastatal sector, and
infrastructure rehabilitation. 1In addition, the World Bank has
been instrumental in mobilizing donor funds through its leadership
role in helping to coordinate Consultative Group meetings of major

donors.

The ERP has required massive amounts of multilateral and
bilateral donor support. In the 1984-87 period, total IMF lending
in support of the ERP has come in the form of three successive
Stand-by Arrangements, totalling SDR 501 million (about $553
million), and a Compensatory Financing Facility worth SDR 179
million (approximately $197 million). In the same period, the
World BRank provided seven policy-based credits totalling nearly
$400 million, plus additional project and sector lending of $268
million. Total commitments from the Consultative Group amounted
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to a further $420 million in the same years. A further $530
million per year, on average, is anticipated from official grants
and long-term loan disbursements over the 1988-91 period.

he Role of the Private Sect M conomic Recove

Under the ERP, the long-run growth of the Ghanaian economy is
highly dependent upon increased levels of private sector savings
and investment. Indeed, the potential failure of such investment
to materialize is one of the key impediments to the continued

success of Ghana's economic recovery efforts.

The World Bank has estimated the adverse economic impact that
would result should private sector investment fail to materialize.
Insufficient private investment in the mining, manufacturing,
construction, retail, and financial services sectors would limit
annual growth rates to only four percent or less by the mid-1990s;
if insufficient investment occurred as well in the agricultural
sector, the negative impact on growth rates would be further
compounded. In light of Ghana's population growth rate in excess
of three percent per annum, per capita growth rates under a
scenario of insufficient private investment would be stagnant or
even negative. Total export levels would be an estimated 12
percent lower by 1995, while per capita real income would be four
percent less than otherwise anticipated under successful pursuit
of structural adjustment policies. Similarly, debt service ratios
and balance of payments levels would also be negatively affected.
These negative scenarios illustrate the important role that private
sector investment and savings play in Ghana's continued economic

recovery.
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III. THE MACROECONOMIC IMPACT OF THE ECONOMIC RECOVERY PROGRAM

Economic Growth

In response to the policy reforms and the substantial inflow
of foreign aid introduced under the ERP in support of these
policies, Ghana's gross domestic product (GDP) began to register
positive growth rates for the first time in many years. Real GDP
grew 8.6 percent in 1984 and averaged 5.3 percent per year from
1985-88. By contrast, real GDP had fallen on average by minus five
percent in each of the three years preceding the ERP. Some of this
"growth" can be attributed to activities which formerly occurred
in the black market and which were unrecorded, and which now
operate in official channels under the ERP. Nevertheless, the
underlying true economic growth wunder the ERP has been
substantially higher than in the preceding years.

Domestic and Foreign Investment

Gross domestic investment as a percentage of GDP has been
rising significantly since the start of the ERP (see Table 1
below). From a low of 4 percent of GDP in 1982-83, investment rose
to 12.5 percent of GDP in 1988. At this level, Ghana is on par
with other sub-Saharan Africa countries but is well below the
average of 24.6 percent for developing countries as a whole.
Higher public investment has _been the main factor behind the
increase. Public investment in Ghana rose from 2 percent of GDP
in 1983 to 8.3 percent in 1988. Public investment has been playing
a leading role partly because of the need to rehabilitate Ghana's
deteriorated infrastructure before private investment can respond.

Private investment, on the other hand, has not been rising
significantly since the start of the ERP. After an initial gain
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from 2 percent in 1983 to 4.4 percent in 1984, private investment
has remained constant as a share of GDP. The reasons for the slow
response in private investment include: (i) lack of domestic
credit for investment projects (see section on credit below); (ii)
the need for basic infrastructure to be restored before private
investment can revive; (iii) slowness in the privatization of
state-owned enterprises, which has delayed private 1local and
foreign investment in the rehabilitation of rundown state
enterprises; (iv) high income tax levels; (v) lack of an equity
market in Ghana; and (vi) uncertainty or lack of confidence by
private investors (especially foreign investors) in Ghana as an

investment site.

Table 1

GHANA GROSS DOMESTIC INVESTMENT
(Ratio to GDP at Current Market Prices; in Percent)

1983 1984 1985 1986 1987 1988

Total Investment 4.0 6.9 9.6 9.7 10.8 12.5
Public 1.9 2.5 4.2 7.3 7.8 8.3
Private 2.1 4.4 5.4 2.4 3.0 4.2

Source: World Bank

Data on net foreign investment inflows (see Table 2 below)
demonstrate that foreign private investment is not yet responding
to the macroeconomic policy improvements introduced under the ERP.Z

8pata on foreign investment are from World Bank data on
balance of payments estimates, which in turn are derived from Bank
of Ghana estimates.
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At present, foreign investment represents only about 3 percent of
total private investment in Ghana. From team member discussions
with both government officials and private investors, it appears
that most of the recent foreign investment inflows have been in the
minerals sector, predominantly for gold. Given the recent policy
measures, including devaluation of the cedi and lifting of export
taxes on minerals, it is not surprising that this sector is
attracting substantial amounts of investment.

Table 2

GHANA PRIVATE INVESTMENT
(Ratio to GDP at Current Market Prices; in Percent)

1983 1984 1985 1986 1987

Domestic Private Investment 2.0 4.3 5.3 2.3 2.9
Foreign Private Investment 0.1 0.1 0.1 0.1 0.1
Total Private Investment 2.1 4.4 5.4 2.4 3.0

Memorandum Item:
Foreign Investment Expressed
in Dollar Terms (Millions of
Current Dollars) 2.0 2.0 6.0 4.0 5.0

Source: World Bank

It should be noted that the above data may underestimate
actual foreign private inflows in that some of the recent foreign
investments in the minerals and timber sectors have been made
through existing companies' foreign exchange retention accounts,
and were thus not always recorded by Bank of Ghana statistics.
Nevertheless, the overall pattern is still clear; even if actual
foreign investment inflows were three times higher than the
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estimates, they would still be very small relative to what is
needed to achieve dynamic economic growth. Given the 1limited
opportunities for mobilizing local capital in the short run due to
the poor health of the banking system and the lack of equity
markets, Ghana will need to take further measures to attract
foreign capital in order to achieve sustainable economic growth.
Local private investment has been growing faster than foreign
investment but is still low -- less than 3 percent of GDP in 1987.
Recommendations for additional measures to encourage greater
private investment, both Ghanaian and foreign, are presented in
Chapter V of this report.

Investment in the Mjinerals Sector

The mineral sector is currently the one sector of the economy
where substantial and long-term investment has clearly occurred.
Both production and investment have responded strongly to the
liberalization measures introduced under the ERP. . Over 60
exploration licenses hav: bheen granted since 1986, and for the
first. time in over 40 years new gold mines have been opened.
Accordingly, while total official employment in the sector fell by
half in the 1970-84 period, total employment has now surpassed the
levels reached in 1970 and is projected to continue rising.’ As a
result of current investments in the gold sector, it is estimated
that gold production will rise from the 323,500 ounces achieved in
1987 to 700,000 ounces by 1990.

°. From 1.0 percent of the total labor force in 1970, to 0.5

percent in 1984, to 1.1 percent in 1987.
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While the sums that are scheduled to be spent on
rehabilitation, prospecting, and new mine developments are very
large, it is difficult to track brecisely how much money has
actually been invested to date, and how much has been spent on
Ghanaian goods and services. The Minerals Commission is currently
trying to compile data on mining investment flows at the request
of the Bank of Ghana. Estimated expenditures by prospecting
companies up to the first quarter of 1988 total 1.3 billion cedis.
Out of this total, an estimated 400 million cedis (approximately
$2.5 million dollars) has been spent on Ghanaian goods and

services.

Credit

The banking system in Ghana has suffered from the generally
low level of economic activities during the country's economic
decline in the late 1970s and early 1980s, although a few of the
institutions are still profitable and relatively efficient. The
current distressed situation of the banking sector can be
characterized by: (i) huge non-performing loan portfolios (roughly
65 percent of all loans outstanding are non-performing); (ii)
inadequate provision for portfolio losses; (iii) high operational
costs; and (iv) inadequate capital. Banks have also suffered from
excess government interference in lending decisions, inadequate
supervision and monitoring from the central bank, poor credit
training and management and corruption.

The financial depth of the economy as measured by the ratio
of M2 (money and quasi-money) to GDP is low by international
standards; currently 16 percent of GDP. During the 1970s. and early
1980s liquidity expansion was fueled by large government deficits
financed by the central bank. Excessive money creation at a time
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of stagnant growth caused inflation and turned administered deposit
rates deeply negative in real terms, thereby undermining any

incentive to save.

Since 1983, the Ghanaian authorities have followed a flexible
interest rate policy aimed at mobilizing domestic savings.
Accordingly, minimum rates for savings and time deposits were
raised from 8.25 to 9.00 percent in 1983 to 18 to 23 percent in
1987. By 1988, all interest rates were fully liberalized.

Despite the deregulation, interest rates on savings deposits
are still negative in real terms, about minus 6 percent in 1988,
in light of an annual inflation rate of 27 percent. The negative
real interest rates not withstanding, deposits have increased in
recent years. Total deposits with the commercial banks rose by 30
percent (adjusted for inflation) in 1986-87.. About 25 percent of
the increase was provisioned as required reserves. Although demand
for loans from the private sector is high, the strict credit
ceilings set by the Bank of Ghana since 1988 to control inflation
have constrained banks from lending. Thus they have been able to
expand loans by less than the increase in available funds, leaving
the banks with excess liquidity. In response, the Bank of Ghana
has put in place several measures to let banks lend more of this
excess liquidity. These include allowing banks to increase
commercial paper and finance cocoa bills. Despite these measures,
in early 1989 the commercial banks had 4.5 billion cedis, $ US 16
million, in excess reserves.

The persistence of this problem illustrates the difficulty of
implementing monetary policy and managing liquidity in this complex
situation. Government policies must take into account several
factors -- the nazed to lower the rate of inflation, to restore the
health of the banking system, and to provide adequate credit for
efficient use in the private sector. The difficulty of achieving
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these multiple objectives is compounded by the lack of instruments
to manage monetary aggregates indirectly, which would be more
flexible than direct controls.

Of the credit that has been made available, the net flocws to
the private sector'® have been increasing substantially in recent
years both in nominal and real t2rms (see Table 3 below). Much of
this credit is for short-term trade financing, however, and not
long-term investment financing. The private sector share of
domestic debt outstanding increased from 12 percent in 1982 to 62
percent in 1988. The major factor accounting for the increased
flows to the private sector was the large reduction in the central
government's stock of debt to the banking system. The government's
share of debt outstanding to the banking system has dropped from
93 percent in 1983 to 19 percent in 1988. If Ghana continues to
achieve overall budget surpluses as it has in recent years, the
government will be in a position to virtually eliminate its stock
of debt to the banking system in the next one to two years, which
will increase private firms' access to bank credit.

The World Bank, the African Development Bank and the
Government of Japan are supporting a major financial sector
adjustment program to restructure and reform the banking system.
The program began in 1988 and about $US 150-200 million will be
injected into the banking system over the 1988-1989 period to
recapitalize the banking system. Nevertheless it will take years
before the banking system performs effectively as a vehicle of

efficient financial intermediation.

¥rhe credit flows to the private sector are only rough
proxies, in that the Bank of Ghana definition of private sector
borrowing includes the parastatal sector.
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Table 3

NET DOMESTIC LIABILITIES TO THE BANKING SYSTEM
(Millions of Cedis; Year End)

Sept
1983 1984 1985 1986 1987 1988

Net Domestic
Liabilities: 22601 39237 66464 94590 105334 93023

Claims on Government 21059 24170 27176 29647 22220 17780

Claims on Public

Entities 813 676 4795 5274 8610 9128
Cocoa Financing ' 521 3580 13545 16889 16471 -
Claims on Non-Bank 200 897 13 - - -

Financing

Claims on Private
Sector 2841 12153 21178 37455 46945 57706

Net Other Assets -2833 -=2239 =243 5325 11088 .8409

Source: World Bank

Beginning in 1961 ‘:here has been discussion of starting a
formal stock exchange in Ghana. One of the clear advantages of
establishing a stock exchange would be that companies which need
finance could raise equity, rather than undertaking additional
borrowing which has to be repaid at high interest rates and can
negatively affect cash flow. The issues holding up the
establishment of an exchange are: (i) the small number of publicly
traded companies (18); (ii) the poor quality of financial
statements and accounts of most of the existing companies; and
(iii) lack of confidence in the banking system -- which would
affect the stock exchange because the banks will be actively
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involved in the operations of the exchange. Once the current
financial sector reform program begins to have an effect, the
atmosphere may become more favorable to establish a stock market

in Ghana.

Inflation

Inflation has been as troubling under the ERP as in the
previous perind. From 1970-82 inflation averaged 34.9 percent
annually and reached triple digit levels in several years. In the
ERP period from 1983-88, inflation has averaged coincidentally the
same 34.°2 percent per year, on a compounded annual rate basis,
despite the massive changes in the nominal exchange rate (see Table
4 below). If 1983, when inflation was 121 percent, is left out and
treated as "one-time adjustment" because of the substantial
devaluation that occurred, inflation for the 1984-88 period is
somewhat more moderate at 22.1 percent. In 1988, inflatior was 27
percent, which is too high and harmful to economic growth.

Table 4

GHANA CONSUMER PRICE INCREASES
1380-1988
(Annual Percentages)

1980 1981 1982 1983 1984 1985 1986 1987 1988

50 116 22 121 40 10 24 40 27

Source: World Bank

One of the factors contributing to inflationary pressures is
the continued depreciation of the cedi. Another factor is the
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indexing of wages by government and the private sector to increases
in the cost of 1living, creating a wage-price spiral. The
government is trying to moderate inflation with sound fiscal and
tight monetary policies. Because food accounts for nearly half of
the basket of goods used to calculate the Consumer Price Index
(CPI), any successes in raising food production should have a
moderating effect on inflation. In the interim, however,
persistent high rates of inflation will require the continuation
of government imposed credit ceilings in the banking sector,
thereby constraining borrowing by the private sector.

Industrial Sector Performance

Under the ERP, the manufacturing sector has increased capacity
utilization rates from about 21 percent in 1982 to an estimated 32
percent in 1988. Although the latest data available on capacity
utilization by sub-sector are for the year 1985, Table 5 below
shows that performance varies widely by industrial sub-sector.
Those sub-sectors with above-average capacity utilization include
the beverage, wood processing, non-ferrous metal, and food
processing industries. With the exception of the wood processing,
beverage, and non-ferrous metal sub-sectors, however, no
manufacturing sub-sector in 1288 was producing near the levels of
output achieved in 1977; manufacturing output in 1988 reached on
average 62.1 percent of 1977 levels (see Table 6 below).

Capacity utilization rates must be interpreted with caution,
however, because a significant portion of what is included in the
capacity statistics is old, unusable equipment, especially in the
parastatal sector. If this equipment were to be omitted from the
capacity statistics, thereby capturing only that capacity that is
realistically functionable, current capacity utilization rates
might be much higher.
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Table 5

MANUFACTURING INDUSTRIES: ESTIMATED RATE OF CAPACITY UTILIZATION
LARGE AND MEDIUM SCALE FACTORIES' PERCENTAGES

Sub-Sector 1981 1982 1983 1984 1985
Textiles 20.0 10.0 16.0 17.3 19.7
Garment 24.0 20.2 25.0 20.2 25.5
Metals 24.1 42.5 55.0 20.1 16.2
Electricals 19.0 31.5 44.0 8.3 33.2
Plastics 23.4 20.0 35.0 30.4 28.0
Vehicle Assembly (Bicycle/

Motor Cycles) n/a 15.0 20.0 7.6 19.9
Tobacco and Beverages 38.8 n/a 65.0 19.5 39.6
Food Processing 24.6 n/a 25.0 22.9 31.2
Leather 26.0 18.0 26.0 11.9 21.5
Pharmaceuticals 17.0 20.0 35.0 n/a 16.6
Cosmetics 15.0 15.0 20.0 n/a n/a
Paper and Printing 31.0 25.0 30.0 17.3 14.5
Non-Metallic Mineral .

Manufactures 24.0 15.0 22.0 12.0 35.0
Chemicals 16.8 15.0 20.0 22.3 20,2
Rubber 20.2 27.0 22.0 15.0 16.0
Wood Processing 37.6 20.0 20.0 28.1 32.5
Miscellaneous 37.3 n/a n/a n/a n/a
ALL MANUFACTURING INDUSTRIES 24.9 21.0 30.0 18.0 25.0
ote: Data for individual industries are obtained from Ministry

of Industries. The estimate for all Manufacturing

Industries is weighted arithmetic average. Using weights
proportional to value of gross output in 1973.

Source: Ghana Statistical Service
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Table 6

INDEX NUMBERS OF MANUFACTURING PRODUCTION, 1982-88

(1977=100)
Industry Weight 1982 1983 1984 1985 1986 1987 1988
Food Manufacturing 15.00 38.2 46.3 29.3 41.8 40.6 50.5 53.6
Beverage Industries 8.11 50.7 42.5 60.0 59.3 75.1 85.2 89.0
Tobacco & Tobacco Products 7.75 38.1 33.7 63.4 61.3 57.6 54.9 58.0
Textile, Wearing Apparel,

& Leather Goods 13.71 15.7 10.6 15.9 19.2 22.9 26.1 28.7
Sawmill & Wood Products 7.22 36.0 45.6 660.3 75.4 79.5 79.3 98.3
Papcr Products & Printing 1.94 26.9 76.4 72.0 65.1 70.5 59.7 52.8
Petroleum Refinery 19.00 88.0 53.1 63.0 80.6 76.6 62.7 67.7
Chemical Products Other

than Petroleunm 6.56 17.1 18.6 40.4 31.8 jg.o 51.9 67.5
Cement & Other Non-

Metallic Mineral Products 2.98 46.5 50.3 42.4 63.6 47.4 49.7 73.4
Iron & Steel Products 3.25 30.9 12.8 26.3 46.2 38.8 42.9 18.3
Non-ferrous Metal Basic

Industries 9.62 113.8 25.6 - 28.4 72.5 9C.3 97.3
Cutlery & Other Non-ferrous

Metal Products 0.49 4.4 9.1 10.1 34.6 55.2 51.9 46.2
Electrical Equipment &,

Appliances 1.34 14.8 4.0 19.1 28.4 51.0 31.5 47.1
Transport Equipment & Other

Products 3.03 32.5 8.6 6.5 - - - -
ALL MANUFACTURING 100.00 50.4 35.3 39.3 49.3 54.2 56.8 62.1

Source: Quarterly Digest of Statistics



As a percentage of gross domestic product, the manufacturing
sector's share has risen from about 7 percent in 1983 to 9 percent
by 1987 (in constant 1975 prices). Again, this is still far below
the 14 percent share of GDP achieved in 1977. The construction
subsector's contribution to GDP has remained relatively constant,
at two to three percent for the 1982-87 period, while industry's
share as a whole has risen from 12 to 14 percent of GDP. While
separate data are not available, it is the belief of the
Association of Ghana Industries that production of industrial raw
materials -- such as palm oil, cotton, and tobacco -- have
increased as well under the ERP owing to improved supplies of
agricultural inputs, and in some cases, to the direct involvement
of industrial rfirms in the development of local sources of raw

materials.

No matter what actual capacity utilization is, it is clear
that the manufacturing sector as a whole is benefitting from the
increased availability of foreign exchange which has enabled access
to a steady supply of raw materials and much-needed inputs.11 For
most firms, improved supplies of raw materials have translated into
increased output. A number of firms, however, are suffering from
the drop in consumer purchasing power and weaker demand for goods
(for example, cigarettes).12 For some of the previously protected
import substitution firms, competition from imports is now
presenting a hardship, especially in the textiles and
pharmaceutical industries.

", West Africa magazine has reported (July 17 issue) that
recent data published by the Statistical Service show manufacturing
capacity utilization rates of 62.1 percent for 1988, up from 56.8
percent in 1987. These figures were regarded as prov151onal by the
study team because no direct access to data was possible, but if
the flgures are correct it shows that the Ghanaian manufacturlng
sector is much healthier under the ERP than previously suspected.

2. sales of beer and cigarettes have also been adversely
affected by the introduction of high excise taxes which have
dampened demand.
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While the majority of manufacturing firms have benefited from
the improved access to foreign exchange under the ERP, many firms
are currently constrained by other fundamental aspects of the
program; that is, tight credit ceilings set by the Bank of Ghana
which limit or prevent commercial bank lending. The lack of
available credit means that many firms currently lack sufficient
working capital, much less have funds available for medium- or
long-term investment essential to the country's future economic
growth. Thus, while the initial effectss of the ERP have been
positive for the industrial sector and have boosted capacity
utilization, current aspects of the ERP may well be constraining
future growth and investment. These 1liquidity problems are
compounded by the need for companies to deposit up-front at the
foreign exchange auction 100 percent of the funds needed to
establish a letter-of-credit.

Exports and Imports

The massive devaluation of the cedi under the ERP has
substantially changed the economy away from one biased in favor of
imports to one that is more of a "level playing field" which is
more encouraging for exports. By 1986, the exchange rate had been
substantially restored to a more competitive level. Both imports
and exports have achieved highly positive growth rates under the
policies of the ERP. The total volume of exports, which fell on
average by 10 percent per annum in the 1981-83 period, rose by an
average of 11.5 percent per annum in the 1984-87 period. In
reflection of this growth, exports have registered an increasing
share of total GDP, rising from eight percent in 1984 to 19.7
percent in 1987. Imports behaved similarly, growing at an average
of 17.7 percent per annum in the 1984-87 period.
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Traditional Exports

Aided by massive devaluations of the «cedi, improved
infrastructure, the elimination of export taxes, and the
introduction of foreign exchange retention allowances, Ghana's
traditional exports have rebounded sharply under the policies of
the ERP. With a devalued exchange rate, the cocoa marketing board
was in a better position to pay more renumerative prices to
farmers, thereby encouraging added output and deterring smuggling.”
In response, cocoa production, Ghana's chief source of foreign
exchange, grew by an estimated 17 per<ent over the 1983-88 period
(see Table 7 for the volume of traditional exports). of all
Ghana's traditional exports, timber exports showed the most
immediate and substantial response, quintupling in volume in the

1983-88 period.™

Initial performance of the mineral sector under the ERP was
below expectations, owing to problems such as the late arrival of
equipment and spare parts and the state of disrepair of
infrastructural facilities, particularly roads and railways. The
volume of gold exports showed only slight improvement in the first
three years of the ERP; nonetheless, gold exports ceased to
decline, thereby reversing the decline in gold output that had
occurred in seven out of the previous nine years. By 1987, gold
production began to increase sharply as the effects of
rehabilitation efforts began to be felt and 1988 output was 30

3, smuggling has also declined due to financial constraints
in the CFA-denominated countries bordering Ghana that had
previously enjoyed greater prosperity and purchasing power.

%, Timber exports responded quickly to the availdbility of
spare parts and equipment. The sector was also able to increase
production rapidly owing to the shorter lead time needed to realize
returns on investments in this extractive sector and the ease of
marketing output.
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Table 7

EXPORTS OF MAJOR COMMODITIES, 1983-87
('000)

1c83 1984 1985 1986 1987 1988

Cocoa (tonnes) (a) 174 164 187 210 218 204 (b)
Gold (troy oz.) 278 286 285 292 324 362
Timber (cu. meters) 103 148 247 291 497 538 (b)
Bauxite (metric tonne) 82 44 124 226 201 300
Manganese (" tonne) 136 237 252 277 239 -
Diamond (carat) 605 342 631 557 436 225
Notes: (a) Cocoa and cocoa products.

(b) Estimated.
- Not available.

Sources: Ghana Statistical Service, Ghana Minerals Commission, and
World Bank

percent above 1983 levels.” Similarly, bauxite and manganese
output registered substantial increases over previously low levels
as the World Bank-financed rehabilitation of the Ghana Railway
Corporation enabled improved carriage of these commodities.
Between 1983-87, the vol'me of bauxite exports rose by 275 percent,
and that of manganese by 175 percent.

It should be noted, however, that although the response of the
export sector to the reforms contained in the ERP has been
substantial, export levels of most traditional exports still remain
below levels achieved in the 1970s. The volume of cocoa exports
in 1988 was only an estimated 73 percent of 1977 levels, and that

5. The operations of both the State Gold Mine Corporation and
those of Ashanti Goldfields Corporation will benefit from current
rehabilitation efforts. Rehabilitation of AGC, for example, is
expected to raise output from 258,000 ounces in 1984 to 600,000 by
1990.
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of timber was only 78 percent. Similarly, 1988 gold output was
only 78 percent of 1977 levels, manganese was 79 percent, and
diamond production has fallen to only 11 percent.16 Only the export
volume of bauxite, out of all of Ghana's traditional exports, has
exceeded 1977 output levels. These figures demonstrate that
despite the significant progress that Ghana has achieved under the
ERP, the extent of the country's decline was such that the economy
still must expand significantly in order to meet the export levels

achieved over a decade ago.

Non-traditional Exports

Non-traditional exports have grown substantially under the ERP
in response to the extended availability of foreign exchange
retention accounts, currency devaluation, simplification of export
procedures, and the duty-free importation of certain items needed
for export production. In 1988, the value of exports of non-
traditional items increaked in current terms by 51 percent over
1987 levels, earning $42.3 million, compared to $27.9 million in
1987 and $23.8 million in 1986 (see Table 8). In addition, the
number of exporters and the variety of non-traditional products
also grew. In the same period, the number of non-traditional
exporters rose by over half, ¢.ad the number of goods exported rose
by 25 percent (see Table 9). Nine key product groups account for
over 70 percent of total non-traditional exports. These groups
include fish, pineapples, and uther horticultural products
(including rubber, spices, copra and other marine products);
furniture and other value-added wood products; aluminum products;

salt; canned fruits and vegetables; and chocolate.

1, Diamond production  has fallen pending further
rehabilitation of and investment in Ghana Consolidated Diamond
Corporation's operations.
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Table 8

MAJOR NONTRADITIONAL EXPORTS BY TYPE, 1987-88
(Millions U.S. Dollars)

1987 (a) 1988 (a)

Agricultural Exports

Tuna 11.1 14.3
Other Fish and Seafoods 3.6 6.7
Cocoa Wast~2 2.4 2.9
Pineapples 0.9 1.4
Kolanuts 0.5 1.0
Yam 0.1 0.2
Other Horticultural 0.1 0.2
Total Agricultural (b) 18.8 27.1

Processed_and Semi-Processed Exports

Aluminumn Products
Wood Products
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Salt

Canned Tuna

Other

Total Processed and Semi-Processed(b) 9.1 15.2
Notes: (a) Data are provisional.

(b) Totals may not add due to rounding.

Source: Ghana Export Promotion Council
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Table 9

GROWTH OF NON-TRADITIONAL EXPORTS(a)
UNDER THE ERP
1986-88

1986 1987 (b) 1988 (b)

Exports by Sector (Million $)

Agricultural 17.8 18.8 27.1

Processed and Semi-Processed 5.9 9.1 15.2

Handicrafts 0.0 0.1 0.1

Total (c) 23.8 27.9 42.3
Total Number of Exporters n/a 725 1,331

of which:

Agricultural Exporters n/a 377 708

Processed and Semi-Processed

Exporters n/a 284 475

Handicraft Exporters n/a 64 148
Total Number of Export Items n/a 132 166

of which:

Agricultural Products n/a 55 65

Processed and Semi-Processed

Products n/a 65 84

Handicrafts n/a 12 17

Notes: (a) Excluding residual fuel, LPG, veneer, alywood and
transfers.

(b) Data are provisional.
(c) Totals may not add due to rounding.

Source: Ghana Export Promotion Council
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Broken down by sector, agricultural products accounted for 64
percent of total non-traditional export earnings in 1988. of
these, fish and marine products were the most important, followed
by cocoa waste and pineapples. Cocoa waste consists of products
which were previously discarded but which earned nearly $3 million
in 1988. 1In the past three years, the value of pineapple exports
alone has nearly quadrupled from $433,000 in 1986 to $1.62 million
in 1988."

Processed and semi-processed items accounted fcr the second
largest share of non-traditional export earnings, with nearly 36
percent of the total. The most important products in this category
are aluminum products, wood products, and salt. Handicrafts
accounted for the smallest segment of total non-traditional export
earnings in 1987, accounting for less than 0.2 percent. While the
increase of non-traditional exports is substantial, these data are
misleading because increases are relative to previously very small
levels of output. To place the wvalue of non-traditional exports
in perspective, this sector's contribution to total exports in 1988
was only about 5.1 percent of total exports.

The World Bank estimates that non-traditional export levels
will continue to respond pusitively to economic reforms, especially
the introduction of foreign exchange retention accounts, over the
next several years of the structural adjustment program. The
estimated growth rate of non-traditional exports for the 1988-92
period is 72.6 percent (in constant 1984 cedis), and 23.1 percent
for the 1992-95 period. While these increases appear quite large,
it must again be remembered that in relative terms, the initial
base level of total non-traditional exports was very low when the
ERP began.

: 7. The Export Promotion Council attributes the sharp rise in
pineapple exports to the provision of credit for working capital
to eight major exporters by the Ministry of Trade in 1987. -
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Imports

Prior to the introduction of the Economic Recovery Progran,
import levels were severely depressed owing to foreign exchange
shortages resulting from low export levels and reduced capital
flows. As a result, there developed substantial shortages of spare
parts, fuel, raw materials, and consumer goods. These shortages
had a substantial negative impact on economic performance; for
example, in 1983, an estimated 70 percent of the nation's road
vehicles were out of service, and railway and port operations were

hampered by the lack of spare parts.

By the 1985-87 period, foreign exchange inflows from donors
enabled a sharp increase in imports in response to pent-up demand.
Imports grew at an estimated average real rate of 17.6 percent per
annum from 1984-87. Nonetheless, by 1987 real import levels had
only recovered to the level achieved in 1976. Economic growth
overall remains highly dependent on imports, with imports
accounting for 26.1 percent of GDP in 1987, and import levels will
remain high until higher value-added domestic industries become

competitive with foreign goods.

Employment and Wages

Data on employment and unemployment levels are not easily
available, thereby making it difficult to ascertain the impact of
the ERP on employment levels. Data from the 1984 population census
and the preliminary results of the 1987 Ghana Living Standards
Survey indicate that total unemployment has fallen from an
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estimated 3 percent in 1984 to approximately 2 percent in 1987.'8
Within that same period a substantial change has occurred, however,
in the distribution of employment between the agricultural and
manufacturing subsectors.

Between 1984 and 1587, the percentage of those employed in the
manufacturing and utilities sector has fallen from 11 to 7 percent
(see Table 10). Estimates of formal employment in the agricultural
sector rose by 5 percent in the same period, while the transport,
finance, and commerce sectors registered decreases of varying
degrees. In reflection of the new growth of the mining industry
in Ghana under the ERP, employment in the mining sector has more
than doubled in the 1984-87 period. Interestingly, despite
redeployments from the civil service and parastatal sector, total
employment in the government and "other services" sector rose
slightly.

While total unemplcyment may have fallen slightly under the
ERP, it seems clear that real wage levels, which fell substantially
through the mid-1970s and early 1980s, have not yet recovered.
From 1974-84, estimated total employment grew more rapidly than
total output, thereby leading to a decline in total productivity
and a fall of real wage levels. Beginning in 1980, the minimum
wage was raised every year, but high rates of inflaticn in this
period sharply eroded employees' real earnings. Table 11
illustrates that while nominal wage rates increased rapidly in the
1975-87 period, minimum wage levels in real terms fell steadily
from 1975-84. Although the minimum wage in real terms began to
recover in the 1985-87 period, persistent inflation has meant that
by 1987 the real minimum wage was still less than half of the 1977

18, Unemployment was defined using a standard definition of
unemployment as would be measured in a developed country; that is,
the percentage of the population actively searching for work within
a given period. This definition does not take into account
underemployment, which is widespread in Ghana.
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level. (See Chapter IV below for further discussion of wage

levels.)
Table 10
EMPLOYMENT DISTRIBUTION BY SECTOR
(In '000)
1984 1987
Agriculture, Forestry, and Fishing 61.1 66.1
Mining 0.5 1.1
Manufacturing and Utilities 10.9 6.9
Construction 1.2 1.3
Commerce 14.6 13.5
Transportation and Communication 2.3 2.0
Finance and Business Services 0.5 0.4
Government and Other Services 8.7 8.8
Total Employment 100.0 100.0

Source: World Bank

Under the ERP, it has been deliberate government policy,
supported by the IMF and World Bank, to gradually increase senior
level civil service wages in order to retain and attract qualified
personnel to the civil service. Despite a number of wage increases
(three in 1987 alone), real wages remain severely depressed owing
to persistently high rates of inflation. The lack of parity
between skill and wage levels that has crept into civil service
salaries over time, and the continued need tc raise top-level civil
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Table 11

MINIMUM DAILY WAGE AND NOMINAL AND REAL DAILY WAGES

1977-87
1977 1¢78 1979 1980 1981 1982 1983 1984 1985 1986 1987
Minimum Wage:
Cedis Per Day 3.0 4.0 4.0 5.3 12.0  12.0 25.0 35.0 70.0 90.0 90.0
Index Nominal Wage 100.0 133.3 133.3 177.7 400.0 400.0 833.3 1166.7 2333.3 3000.0 3000.0
Index Real Wage 100.0 77.0 49.3 44.3 46.1 37.7 35.2 35.3 64.0 66.0 47.2

Source:

World Bank



service wages in order to attract qualified personnel, is
illustrated by the fact that in real terms 1988 estimated civil
service wage rates for clerical and unskilled workers were half of
1977 levels, while senior management levels were not quite one-
third.

Infrastructure

one highly positive impact of the reforms implemented under
the ERP which should not be overlooked in terms of its effect on
the private sector is the rehabilitation of Ghana's infrastructure.
The need for infrastructure rehabilitation was widespread and
rehabilitation work is still continuing. Major public sector
infrastructure rehabilitation projects include the Ghana Railway
Corporation, especially the western line which has historically
carried a large proportion of Ghana's cocoa, timber, and other
exports to the port of Takoradi; the ports of Tema and Takoradi;
and the rehabilitation of major roads such as those connecting
Accra and Kumasi, and Kumasi and the northern regions of Ghana.
The French Caisse Central is currently studying a proposed
extension of the runways at Kotoka international airport, and the
addition of cold storage facilities to enable expanded exports by
air of pineapples and other agricultural produce.

Projects to upgrade electrical generating units and water
lines have also been introduced under the ERP. Telecommunications
improvements include the introduction of direct-dial service
between Ghana and Europe and the US in 1988, and the scheduled
replacement of all telephone lines in Accra by 1989. These
infrastructure rehabilitation projects are highly important to
increasing the efficiency of private sector investments,: to aiding
the transport of goods to markets and for overseas export, and to
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maintaining timely -communications between Ghana and overseas

exporters and importers.

Summa of the Macroeconomic Impact of the ER

As measured by a wide range of macroeconomic indicators,
Ghana's Economic Recovery Program has been a success. Under the
ERP, the exchange rate has been substantially devalued to realistic
levels and the balance of payments are now in equilibrium. GDP
growth rates have averaged more than 5 percent per year for five
consecutive years; the government has achieved overall fiscal
surpluses in 1987 and 1988; and exports -- both traditional and
non-traditional -- have responded positively to the devaluation and
economic liberalization measures. In addition, much of the
nation's infrastructure is being rehabilitated. Ghana's economic
achievements are all the more impressive given the low levels of
economic t4ctivity, widespread black market activity, and gross
distortions characterizing the economy in the late 1970s to early
1980s. Today, Ghana's successful structural adjustment program is
commonly viewed in the development community as a model for other

developing countries.

Nonetheless, a number of considerable problems persist which -
- while they do not lessen the courage of the government's actions
to date =-- underscore the extent to which further reforms are
needed. With the exception of the mining sector, private
investment levels as a share of GDP have been stagnant since 1984.
Inflation rates remain stubbornly persistent at levels that are
inimicable to continued growth and investment. 1In reflection of
the high rate of inflation, and further compounded by the poor
health of the banking system, the lack of available credit remains
a substantial constraint affecting the performance of many firms
and businesses. The lack of credit has both short-term
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implications, as firms lack sufficient liquidity to cover working
costs, as well as medium and long-term effects as local funds are
unavailable to fuel new investment critical to Ghana's long-term

economic growth.

Even Ghana's positive achievements in terms of economic growth
and increased export levels must be kept in perspective. With the
exception of bauxite exports, none of the country's traditional
exports has recovered to the levels achieved in 1977; this problem
is further compounded by the currently depressed prices for gold
and cocoa, Ghana's two chief earners of foreign exchange. While
the growth of non-traditional exports is very encouraging in
absolute terms, the initially low levels from which this growth is
measured means that in relative terms it will still be a number of
years before non-traditional exports can provide a substantial
diversification of Ghana's total export receipts. And finally,
while GDP growth rates have been healthy in real terms, good rains
have been an important, if unpredictable, factor. Furthermore,
when Ghana's population growth rate of over three percent per annum
is taken into account, actual rates of growth average only some two

percent per year.

The persistence of inflation and the need to substantially
restructure and recapitalize Ghana's banking sector mean that
credit problems will, for the most part, remain a substantial, and
in the near-term, a probably unavoidable constraint on the private
sector. The critical need to cure both these problems if Ghana's
economic recovery is to be sustainable, and the means to achieve
that, are a substantial component of the World Bank and the IMF
programs with the government. In that sense, the problems of
credit and inadequate liquidity probably are immutable "givens" of
Ghana's current ecoromic situation which are beyond the control of
other donors or the private sector.
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Similarly, the need to attract substantial private sector
investment is vital if Ghana's economic growth is to continue.
Chapter III has documented how the macroeconomic reforms of the ERP
to date ~-- devaluation, traile liberalization, access to foreign
exchange, and the like -- have made the economic "playing field"
much more level and have put private sector firms in a better
position to operate competitively. Chapter IV, below, examines the
"enabling environment" -- the institutional, administrative, and
legal structures -- currently in place that affect Ghana's
attractiveness as a site for private investment and which affect
the ability of the private sector to operate effectively.
Understanding the characteristics and limitations of the so-called
"enabling environment" is essential to explaining why the ERP's
economic reforms to date have been insufficient to attract the
levels of private sector investment necessary to sustained economic

growth.
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IV. THE ENABLING ENVIRONMENT: THE EFFECT OF THE ECONOMIC RECOVERY
PROGRAM ON THE BUSINESS8 CLIMATE AND INVESTMENT

Institutional Oversight and Management

A number of institutions and agencies oversee, regulate, or
administer private sector investments or operations. For
investments, either by foreign or domestic investors, the Ghana
Investments Centre (GIC) and the Minerals Commission are
responsible for the promotion, oversight, and approval of all
investments.'” The promotion of non-traditional exports is the
responsibility of the Export Promotion Council. The minimum wage
is set by a Tripartite Committee composed of representatives of
labor, government, and employers; while the Ministry of
Productivity and Social Welfare administers labor’ policy and
mediates industrial disputes. There are three major organizations
which represent private sector interests: the Chamber of Commerce,
the Ghana Employers Association, and the Association of Ghana
Industries. These agencies and groups, and their impact on the
business climate, will be discussed in turn.

Investment Laws and Incentives

In the 1984-86 period, the PNDC revised all legislation
governing investments in the petroleun, mining, and all other
sectors of the economy. In 1985, the government released a new
investment code (see Annex V) which was viewed by the investment
community as representing a new openness to foreign capital. The
Code pertains to investments in all sectors except minerals and
petroleum which are covered by separate legislation. The Code has

' with the exception of investments in the petroleum sector,
which are are the responsibility of the the Ghana National
Petroleum Corporation and National Energy Board.
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many strong points. Approved companies are provided guarantees
against expropriation, and there are standard procedures for
settling disputes by allowing arbitration under UNCTAD rules or
within the framework of existing bilateral and multilateral
treaties. The Code guarantees that initial investment can be
repatriated and profits are fully remittable when realized. Foreign
exchange earning enterprises may retain at least 25 percent of
their export earnings in foreign exchange accounts with the Bank
of Ghana. The code is concise and easy to read, and is not filled
with excessive 1legalism which is difficult for investors to
understand. Technical and legal terminology are clearly defined at
the end of the Code. A '"negative list" of enterprises reserved for
Ghanaians is also presented in a very transparent manner.

The Ghana Investments Centre (GIC) 1is entrusted with the
mandate under the Code to promote, approve, and oversee the
implementation of all new investments in Ghana outside of mining
and petroleum. Four categories are designated under the Code as
priority areas for investment: (1) agriculture; (ii)
manufacturing; (iii) construction and building; and (iv) tourism.
Special incentives and incentives are automatically granted to
investments approved by the GIC in the priority areas. Companies
which are 100 percent foreign-owned can only apply for the
incentives if they are net foreign exchange earners.

Although the Code contains a number of clauses that are
attractive to investors, it still has certain weak points. The
government is considering revising the Code to make it more
attractive to investors. A few of the weak points in Code are
highlighted below, and specific recommendations for improving the
Code are presented in Chapter V of this report.

One of the chief problems of the Code is that incentives
granted to businesses are low by international standards. The
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incentives are particularly low when one takes into account the tax
regime, which has a base tax rate of 45 percent even for the
highest priority projects, and a final dividends tax of 30 percent,
resulting in an effective corporate tax rate of up to 68 percent.
Of the incentives offered (Section 12), only agricultural companies
in tree crops and livestock (excluding poultry) are eligible for
exoneration from company income tax. Even for those projects,
exoneration is only partial and is provided on a declining basis
over three years. A three-year exoneration is low by international
standards; many countries elect to exonerate income taxes for 8-15
years and some even offer tax holidays in perpetuity to exporters
participating in special incentive schemes. Not only is the three-
year exoneration not competitive with what other countries offer,
such a short tax holiday is not meaningful to an agricultural
enterprise because of the very common time lag between the
initiation of operations and the generation of profits. With tree
crops investments, for example, there is likely to be a period of
at least four years in which the firm is not generating profits;
for livestock projects the profitable period usually begins even
later. A three-year exoneration is likely to exonerate little if
any profits from tax in Ghana.

The Code (Section 12) provides firms in all four priority
areas with exemptions from import duty reductions during the period
"to establish the enterprise once approved". Such a period of time
is vague and subject to interpretation. Many countries offer
import tax reduction over a pre-specified time period such as five
years. Such a specification would add automaticity to the awarding
of import duty exemptions, thereby reducing negotiations and
administrative paperwork.

The Investment Code does not specify whether firms approved

in the priority areas qualify for any special export incentives.
Although there appear to be no export taxes for any of the priority
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areas of the document, this is not specified anywhere in the code.
For agricultural and manufacturing firms, legislation exists for
rebates on corporate income tax (up to 60 percent) in proportion
to the percentage of output exported. This is a very strong
incentive to encourage exports, but it is the opinion of the team
that it is seldom taken advantage of by exporters. This particular
incentive is not mentioned in the Investment Code, nor is it
publicized openly in export promotion or investment promotion

literature.

Although the Code is quite transparent overall, there are a
few clauses which are vague and could be subject to interpretation
or protracted negotiations. One such clause is in Section 13 where
it states that the Board of the GIC may grant deferment of stamp
duty for up to five years "where it 1is satisfied that the
circumstances prevailing at time of the application for the benefit
justify such deferment." With such unclearly defined criteria,
charges of favoritism or political interference in the granting of
deferments would be difficult to disprove.

Another clause which could be open to interpretation is in
Section 15, which states that "an immigrant quota in respect to the
approved number of expatriate personnel" will be established. It
is not clear who will establish the quota (such as the GIC or the
Ministry of Productivity and Social Welfare) or what the criteria
are. As such this clause could lead to protracted discussions and
delays in establishment. Many governments require that a certain
percentage of the total workforce, or total salary payments, say
90 percent, be composed of nationals. Such restrictions are
transparent and are easily understood by all parties. Moreover,
foreign investors do not usually object to such restrictions, since
often competitive wages and labor availability are prime reasons
for locating offshore.
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The Code (Section 21) has a capital-intensive bias by
requiring that 100 percent foreign-owned investments have a minimum
value of $US 100,000, and that joint ventures have a minimum value
of $US 60,000. In addition, to qualify for three of the activities
otherwise reserved for Ghanaians, investors are required to invest
a minimum of $US 500,000. By comparison, in many of the countries
which have been successful in attracting large amounts of foreign
investmeat in the Caribbean and the Far East, a sizeable portion
of the foreign ventures have initially invested less than $US
100,000. Moreover, given that Ghana's comparative advantage in
factor endowments lies chiefly with its abundant and inexpensive
labor supply and its natural resource base, the capital-intensive
bias of the code is encouraging investments in areas where Ghana
has a comparative disadvantage.

Under the Code (Section 25), the GIC is given the authority
to approve projects. Time limits are set for the GIC to submit the
application for comments to the relevant ministry (14 days) and for
the ministry to respond to the GIC (21 days). However one
important step is given no time limit: the maximum time within
which the GIC must make a final decision on the investment
proposal, provided the application is complete. Many countries set
time limits of 30 days for small projects and 90 for large
projects. If an investor has not received a negative response from
the authorities during the specified time period, the project is
automatically approved and the incentives awarded. Such a clause
guarantees investors a rapid turnaround on their applications and
provides an incentive for government officials to act promptly.

There are two sections of the Code which might be alarming to
investors which could be restated so that potential investors are
not frightened away. Under Sections 33 and 36, investors are
subject to fines and jail sentences if they do not provide
information to the GIC oy allow them to inspect their business
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premises. These clauses place GIC in a2 pclicing role which is in
conflict with the agency's promotional role.

Investment in the Mine;glg Sector

Following the introduction of the new Investment Code in 19885,
the Minerals and Mining Law (PNDCL 153) was introduced in July
1986.% The laws and regulations governing investment in the
minerals sector were revised under the ERP in order to streamline
the investment process and make investments more attractive to
investors. Analysis of the regulatory environment governing
investments in the mineral sector is useful for several reasons.
First, investment is flowing into the mineral sector whereas
investment flows into other sectors of the Ghanaian economy are
stagnant. Two, the legislative and institutional oversight of
investments in the mineral sector appears more streamlined and
better administered than that in the sectors governed by the 1985
Investment Code, thereby providing comparative insights into how
the GIC and Investment Code might be better administered.

The Minerals Commission is the institutional equivalent of the
Ghana Investments Center. The Commission is responsible for (i)
analyzing and making recommendations on national mineral policy;
(ii) receiving and reviewing applications for exploration and
development licenses; (iii) overseeing and monitoring activities
of companies and individuals operating in the mineral sector; (iv)
collecting data related to mining sector activities; and (v)
publicizing investment opportunities in Ghana's mineral resource
sector. While the Minerals Commission is established as an
independent corporate body, the Commission operates under the aegis
of the Ministry of Lands and Natural Resources.

%see Annex V for legislation governing the mining sector.
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Requlation and Monitoring: The regulatory and monitoring

functions of the Minerals Commission are straightforward.
Applicants for prospecting licenses must be registered as a company
under Ghanaian law and must submit a working plan and financial
projections to the Secretary for Lands and Natural Resources, the
Minerals Commission, the Lands Commission, and if applicable, the
Forestry Commission. Upon review of the adequacy of the
applicant's technical and financial capabilities, a prospecting
license is issued. On average, this process takes about three
months, although it can take considerably less if the investor's
application is complete. Unlike the application process through
the GIC, all interested ministries and government agencies meet at
the same time to consider applications, thereby speeding up the

approval process.

Following issuance, prospectors must submit quarterly reports
to the Minerals Commission. The required submission of quarterly
reports has advantages for both the government and the investor.
Tt enables the Minerals Commission to ensure, in an non-obtrusive
fashion, that actual prospecting activities are occurring and that
leases are not being acquired for purposes of speculation, or that
land is not being tied up for non-productive purposes. Similarly,
the government can determine if investors are spending funds as
projected in their working plan; if such funds are not invested,
the government has the right to collect those funds through the
court system. From the investor's point of view, submission of
such- reports is advantageous in that it enables speedy issuance of
a mining lease to begin production. Since the government is
already fully apprised of the prospector's progress, the
feasibility study can be quickly evaluated and a mining license
can be issued in as little as two weeks.

Incentives: The Minerals and Mining Law provides the broad
framework of rules and regulations within which investors can
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negotiate terms of investment. Investment incentives and payments
are delineated in the Minerals and Mining Law. No special
incentives are granted to investors in the mining sector. The
applicable corporate income tax rate is 45 percent, similar to all
manufacturing enterprises. Royalties are assecscd on a sliding
scale, depending upon the mine's profitability, ranging from 3 to
12 percent of total revenue, as laid out in the Minerals
(Royalties) Regulations (Legislative instrument 1349). Deferment
of royalty payment is permissible if justified by cash flow
~projections. Similarly, while the standard foreign exchange
retention rate is 35 percent, potential investors can negotiate
higher retention levels if financial analysis warrants a higher
rate. Unlike the Investment Cocde of 1985, the Minerals and Mining
Law makes no linkage between the size of the investment and the
permissible extent of foreign ownership. Under the Law, a 10
percent equity share of all mineral investments must go to the
Ghanaian Government; the government than has the option to
purchase, at full market value, a further 20 percent.

Role of Ghanaian Investors in the Mining Sector:
Historically, Ghana's gold mining sector has been dominated by two
large gold mining firms (Ashanti Goldfields Corporation and the
State Gold Mining Corporation) and by illeqal gold mining by small-
scale, Ghanaian miners. The reforms under the Economic Recovery
Program have led to renewed interest in mining, predominantly for
gold. As of June 1989, gold prospecting licenses have been issued
to a total of 61 companies. Out of this total, licenses issued to
Ghanaian firms outnumber those issued to foreigners by a ratio of
more than two-to-one. While currently none of the Ghanaian

prospecting firms have applied for a license to begin production,
in the longer term this may signify increased medium-to-large-scale
private Ghanaian involvement in a sector currently dominated by
foreign, state, or joint venture foreign-state firms. To date,
however, Ghanaian firms have yet to fulfill the financial and
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technical capability requirements and, as of June 1989, leases for
the commencement of gold production have been issued solely to

foreign firms.?

In light of the capital and technical obstacles which may
inhibit private Ghanaians from entering medium- to large-scale gold
mining, at least in the short-term, the GOG introduced in April
1989 the Small-Scale Gold Mining Law (P.N.D.C.L. 218). The purpose
of this law is twofold: to provide incentives to increase the
involvement of Ghanaians in the mining sector; and to legitimize
previously illegal small-scale mining operations and capture for
the government those revenues previously lost to smuggling. By
pursuing these objectives the GOG is attempting to increase
Ghanaian involvement in a sector of the economy dominated by
foreign investment, capital, and expertise without detracting from
or limiting the role held by foreign investors. The evenhandedness
of this approach is advantageous in that it seeks to maximize
investment by inves ors of all types, and therefore government

revenues, in toto.

Business Establishment Procedures

Procedures for establishing a business in Ghana are
cumbersome, and can serve as barriers to entry for domestic
investors. The law regulating the formation of companies in Ghana
is the Companies Code of 1963 (Act 119). Three forms are required:
(i) the application for registration, to be submitted to the
Registrar General's Office; (ii) particulars of the company (form
No.3); and (iii) a declaration of compliance (form No.4). These

21, out of the five foreign firms granted gold mining leases
as of June 1989, only one had any private Ghanaian involvement (30
percent). It is anticipated that a sixth firm will be issued a
lease as of July 1989, in which a minority equity share is also
held by private Ghanaian investors.
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forms require much of the same information and could be
consolidated into one form to save time and paperwork. In order
to receive a certificate cf commencement of business, a stamp duty
with a value of 0.2 percent of capital issue payable must be paid.
As mentioned above, this stamp duty can be waived for up to five
years but the criteria for waiving are not transparent.

An industrial license is also raquired for manufacturing
production, regardless of the scalce involved. The licensing
authority rests with the Ministry of Industry, Science and
Technology, or, if special incentives are being applied for, the

GIC. Existing firms, no matte: how small, may not begin
operations, expand, or move without prior authorization from the
Ministry of Industry, Science, and Technology. The practice is

meant to prevent too many firms from entering the same industry and
to ensure the use of appropriate technology, but the policy has a
number of risks. For example, private monopolies might be created.
If the screening of projects is too restrictive, supply might fall
short of demand, resulting in monopolistic profits. Free market
entry, however, would increase competition and weed out the
inefficient firms, while reducing bureaucratic complexity.

Taxation

The largest source of tax revenue in Ghana is from
international trade representing about 45 percent of tax revenue.
Income and property taxes account for about 25 percent, and taxes
on domestic goods and services represent about 30 percent of total
tax revenue. The corporate income tax rate is high, ranging from
45 percent for manufacturing, farming, and export sectors to 55
percent for the banking, insurance, commerce and printing sectors.
The corporate income tax in Ghana (assuming an average rate of 50
percent) is high even when compared with other African countries.
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In a survey of 29 sub-Saharan African countries only two other
countries, Sierra Leone and Uganda, had rates higher than Ghana.?
Countries in the Far East which have been very successful in
attracting local and foreign investment have considerably lower
corporate tax rates. For example, taxes are 30 percent in Taiwan
and Korea, and 18.5 percent in Hong Kong.

The high corporate taxes are viewed by the business community
as burdensome. The taxes result in a excessive reduction of cash
flow and the profitability of investments. Taxes are withheld in
a lump sum at the beginning of the fiscal year, based on the
National Revenue Service projections of a company's earnings for
the upcoming year. Businesses have complained that the
government's estimates are usually overly optimistic, resulting in
substantially reduced working capital for the firms throughout the
fiscal year, at a time when capital is already generally tight to

begin with.

The Ghanaian tax code is additionally onerous because of the
30 percent dividends tax in Ghana. By adding the dividends tax to
the base corporate tax rate, there is an effective tax rate of up
to 68 percent, depending on the percentage of profits retained.
The policy of double taxation of dividends has an inadvertent anti-
equity bias, by making debt financing cheaper than equity
financing. This is particularly problematic in Ghana where
companies have relied heavily on debt financing and are over-

exposed.

The personal income tax rate and the capital gains tax rates
are also comparatively high with top marginal rates of 55 percent.
The top marginal rate for company capital gains is reached at a

25ee "Tax Policy in sub-Saharan Africa," by Z. Shalizi and L.
Squire, World Bank, 1988.
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relatively low income threshold: 1.2 million cedis (about $US
3,750). There is a need to adjust personal income and capital gains
rates downwards to counter the "bracket creep" whereby individuals
rise to higher tax brackets over time because of inflation's impact
on their nominal cedi earnings.

High corporate taxes and personal income taxes have several
potentially adverse effects in Ghana. First, they reduce the
private sector's capacity to Aaccumulate reserves needed for
rehabilitation and modernization. Second, they probably have
helped to deter foreign investors who have found more hospitable
fiscal environments elsewhere in Africa, or in the Caribbean or Far
East. Third, entrepreneurial efforts have been diverted from
formal productive activities, where financial activities are more
readily audited, to areas such as real estate speculation or
trading and black market activities, where earnings can be more
easily hidden from authorities.

In an effort to broaden the tax base and capture more revenues
from the informal sector the government has introduced a standard
sales tax of 22.5 percent on goods sold in Ghana. Although the
sales tax 1is regressive, in contrast with the personal and
corporate tax rates which are progressive, the sales tax minimizes
distortions and helps broaden the tax base, which could help to

lower overall rates.

International Trade and Exchange Policies

The Government of Ghana has taken significant measures under
the ERP to pursue a flexible exchange rate policy and to liberalize
the trade and exchange regime. The government has made'many bold
adjustments in the exchange rate since 1983 with a result that
adequate incentives now exist to export. There is also open access
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to foreign exchange, either through the foreign exchange auction
which was started in 1986, or the foreign exchange bureaus which
were started in 1988.2 As of July 1989, there was a significant
40 percent differential between the auction rate and the bureau

rate.

The amount of foreign exchange handled through the auction has
increased steadily since its inception. More than 50 percent of
the foreign exchange allocated in the auction has gone to
manufacturing enterprises. Starting in 1987, consumer goods were
eligible for importing through the auction, and in 1988 requests
for transfers of current profits and dividends became eligible

through the auction.

Blocked payments of dividends and capital from the past are
being paid off through the auction with other arrears by the
government, at the official exchange rate at the time of lodging.
The arrears on capital and dividends stood at $US 22 million as of
July 1989. The government intends to have all arrears paid off by
end-1990, in conformity with the provisions of its agreement with
the IMF, although the government has not yet made an official
public statement on this subject. A positive impact could be
gained if the policy were made known internationally to the private
investment community; although this may be a politically sensitive
issue with some in-country groups who believe more government funds
should be spent on segments of the population who have been
adversely affected by the government's adjustmwent policies.

BT1¢ should be noted, however, that firms wishing to make large
imports of spare parts or inputs are, in effect, limited only to
use of the auction because insufficient volumes of foreign exchange
are currently available from the foreign exchange bureaus. In
addition, it is often necessary to make successive bids in the
auction before successfully winning foreign exchange requirements,
thus slowing business operations.
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Ghana's tariff structure provides for a relatively uniform and
moderate level of protection, with import duties ranging from 10
to 25 percent depending on the category: (1) unprocessed raw
materials - 10%; (ii) other raw materials and capital goods - 15%;
(iii) basic consumer goods - 20%; (iv) luxury goods - 25%. In
addition to the basic import duty there are specific taxes on
imports to provide temporary protection to selected industries such
as garments, beer, cigarettes, soaps and some food products. These
special taxes raise the nominal protection rate for these goods
from 10 to 25 percent to 25 to 90 percent. The special tax rates
are being reviewed by the World Bank and the government with a view
towards reducing them in 1line with a more uniform 1level of
protection. No goods except illegal ones are prohibited from being
imported in Ghana, although a few items (e.g. explosives) require

special import permits.

Import procedures have been greatly streamlined in recent
years by the increased availability of foreign exchange and the
official abolishing of import licenses in 1988. Import licenses
have now been replaced by a simple one-page import declaration
form. The previous import licensing arrangement was procedurally
complex and time consuming, often resulting in substantial delays
in the arrival of imports and heavy administrative costs. One firm
reported that it had taken five months and 65 visits to different
government offices to obtain a license. Firms interviewed by the
study team indicated that procedures are vastly improved under the
present systen.

On the export side, duties are very low and generally do not
constitute constraints to export. Most commodities have no export
tax, except cocoa, for which the cocoa board's marketing margin,
although declining, adds an implicit tax of about 15 percent to
cocoa exports. The government is reviewing with the World Bank ways
of reducing this implicit tax over the next two years. Through
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the World Baiik Industrial Adjustment Credit of 1986 the government
took steps to remove the procedural and policy impediments to non-
traditional exports. These steps include removal of several of the
permits needed to export, increases from 25 to 35 percent in the
foreign exchange retention accounts for non-traditional exporters,
and streamlining of duty drawback schemes. These efforts should
have an important impact in raising exports.

Investment and EXpo omotio
Ghana Investments Ce e

As discussed above, the Ghana Investments Centre (GIC) was,
under the 1985 Investment Code, entrusted with the mandate of
approving, promoting, and monitoring all new investments (both
foreign and local“) in Ghana, excluding thuse in the mining and
petroleum sectors. It was intended that the GIC become a "one-stop
shop" for investment approval. The organizational sructure of the
GIC is shown below. The GIC has a total staff of 147 of whom 36
are professionals. The number of support staff, 111, is very large
compared with investment centers in other countries, adding to the
cost of GIC's operations.

Although the GIC's efforts to streamline the investment
approvals process have resulted in a much more transparent process
than before the 1988 Code, when various ministries battled for the
right to approve/disapprove investment proposals, there are still
problems which hamper the Agency's effectiveness. One of the
difficulties facing the GIC is the inherent conflict between its
promotional and investor support functions on the one hand, and its
approval, monitoring, and penalization functions on the other hand

%a11 local investments applying for incentives under the 1985
code.
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Figure 1
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which also have been mandated to the GIC in the Investment Code.
The staff have been particularly preoccupied with the screening of
projects. Project evaluation focuses on financial cash flow
analysis and econcmic analysis with shadow pricing. Emphasis on
project screening has left little time for two important functions
-- investment promotion and investor support services.

Some of the control tendencies of the GIC apparently are a
carryover from the previous policy environment when the government
was interested in controlling the private sector, especially with
regard to investment inflows and outflows. As the ERP reforms
relating to trade and investment liberalization progress, however,
it would be expected that the GIC efforts to control and screen
investment would be reduced. Ultimately, the best test of the
appropriateness of an investment decision, site selection, and
choice of technologies would be the consumers who evaluate the
price and quality of final products. Selection criteria for
projects could then more appropriately focus on background checks
on foreign firms, through the use of international data banks such
as those of the IFC, UNIDO, and INTIB.

In the investment approval area, the GIC has followed an IFC
Foreign Investment Advisory Service (FIAS) recommendation by
creating a two-track system whereby the Chief Executive of the GIC
has the authority to approve projects below $US 500,000. Projects
above $US 500,000 must be approved by the Board of the GIC which
meets once a month. This system has helped to some degree to

streamline the investment approval procass.

A total of 244 projects with a total investment value of $541
million were approved by the GIC in 1987 and 1988. Total foreign
equity participation approved amounted to $70.3 million during this
time period. Although the GIC's monitoring data are limited, there
is strong evidence tha: most of the approved projects have not
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proceeded. In a survey conducted by the GIC's Monitoring and
Follow-up Services Division, questionnaires were sent to 154
projects which had been approved by the GIC in 1987-88. Of the 154
firms contacted, only 32 responded. Of the 32 responding firms
only two had actually launched their projects. The others were not
able to get started mainly because credit which they had
anticipated being available through the local banking system was
not forthcoming. Many of these firms are also on the government's
list of distressed industries.

Through other contacts with firms outside of the scope of the
above survey, the GIC is aware that some projects have taken off
successfully. These include nearly all of the 67 projects approved
in the timber sector. These projects were unique in that they had
financing secured from offshore sources when they applied to the
GIC for approval. In addition, the lead-in time to begin
production in a logging operation is not very long. Other GIC-
approved projects which have recently been successfully launched
include the Novotel, a hotel in Kumasi, as well as the Wahome
Manufacturing Company.

The GIC needs to improve its investor support function to
assist investors to overcome any further bureaucratic and
administrative obstacles which might prevent an investor from
getting started. Ideally, the GIC Monitoring and Follow-up Services
Division would not need a written survey to realize that many of
the investors were having trouble launching their projects, since
it is the role of that division to support investors all the way
to establishment. Many of the subsequent approvals needed by the
Bank of Ghana, Immigration, Natiocnal Revenue Secretariat,
Ministries of Productivity and Social Welfare and Lands, etc. are
left to the investor to obtain after GIC approval takes place.
There are blockages in the system and GIC staff resources are not
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presently available to speed up the process or work out better

coordination mechanisms.

In some cases there are still conflicts with ministries or
other government officials over who has the authority to approve
projects and issue licenses. In a recent example an agribusiness
firm was approved by the GIC and pre-approved for loan funding by
the Bank of Ghana, based on standard approval procedures authorized
by the Investment Code. However after construction had begun the
project was abruptly halted over alleged environmental concerns.
The project was later allowed to start up again, but this type of
"stop-go" treatment of investment projects and the apparent
reluctance by parts of government to delegate to the GIC the full
authority which it had already been entrusted under the Code, are
not conducive to investment. The resolution of these conflicts
through clearer lines of authority or subsidiary regulations is

essential.

With regard to investment promotion, the GIC has had only
limited success in organizing any systematic promotion efforts.
Seminars have been held to brief diplomatic staff on investment
procedures and investment opportunities. Draft information
brochures and a draft investors' manual have been prepared with
assistance from UNIDO, but the draft documents have never been put
into final form. In addition, IFC (FIAS) has recommended specific
strategies to target promising audiences: (i) resident Ghanaians;
(ii) non-resident Ghanaians; and (iii) foreign investors,
especially companies that are already in Ghana or companies who
were in Ghana but left because of the previous policy environment.
The GIC has only partially implemented these recommendations. A
low cost, well targeted promotion approach should be taken
utilizing existing networks such as overseas foreign embassies and
missions in Ghana, and Ghanaian embassies abroad. The guidelines
and investors' manual need to be finalized and would be the main
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source of written material of the promotional efforts. A few of
the recent policy environment changes should also be highlighted,
given the substantial policy liberalization measures that have been
taken in the past six years.

GIC will not be able to tackle the tasks of promoting
investment and supporting investors in a professional way unless
new staff and resources are made available. The GIC faces a major
problem in attracting and retaining high level staff because of low
level civil service salaries and incentives. The GIC also has no
modern equipment such as computers and photocopy machines to
operate with, which limits their productivity tremendously.

Investment Promotion in the Mining Sector

The Minerals Commission has sought to inform the general
public and potential investors, both in Ghana and abroad, about
Ghana's mineral potential. With the assistance of UNDP, the
Commission has published a three-volume set of information relating
to Ghana's mineral resources and regulations. The set, which costs
$250, is available to interested investors in both New York and
Accra. In light of the large equity investment required for
investments in the mineral sector and the quality of the
information, this sum is not unreasonable for serious investors.
In addition, the Commission is compiling a computer data base
consisting of all previous geological and survey work in Ghana.
For a fee, potential investors can obtain information and
geological maps from this centralized data source.

In order to keep the Ghanaian public informed of developments
in the mineral sector, the Minerals Commission also has held, in
conjunction with the Ministry of Lands and Natural Resources and
the Ghana Mineworkers Union, the first of several planned
informational seminars. The promotional activities of the Minerals
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Commission appear much more efficient and advanced than those
currently conducted by the GIC. By comparison, information from
the Commission is available on an organized, easily obtainable,
basis; the Commission appears supportive of the promotional aspects
of its work; and the agency is much better equipped with office
ecquipment than the GIC.

o romotion Co

The Export Promotion Council was ren~ganized three years ago
in order to focus its attention on the prorotion of non-traditional
exports. The Council's objective is to promote Ghanaian products
overseas, to diversify Ghana's markets, and to encourage the export
of new non-traditional goods. Overall, the Council is well
organized and has been successful in its functions, especially in
identifying new markets. An informative manual has been prepared
which provides useful information on Ghanaian producers of non-
traditional exports and on potential overseas buyers. Data
compiled by the agency on non-traditional exports and exporters are
of a high quality, exceeding that of many Ghariaian government
agencies in both its breadth and its timeliness. The Council also
works . 'osely with Ghana's trade missions in London, New York, and
Geneva in order to promote Ghanaian products overseas. The current
strategy of the agency is to focus its efforts on the nine key
export areas that account for over 70 percent of non-traditional

export earnings.

The Council has conducted sessions which bring together
private exporters with government officials. The purpose of those
sessions is to identify bottlenecks in the exporting process and
to reach agreement on measures to overcome them. Non-traditional
exporters interviewed by the team described these sessions as
useful arenas for dialogue and noted that as a result of some of
these sessions a few key regulatory bottlenecks had been lifted.
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As a sign of both the perceived usefulnesz of these meetings and
the pent-up frustration of exporters, several exporters expressed
regret that similar sessions have not been held for the past six
months. '

Although the Council has received high marks from a number of
non-traditional exporters for both its aggressive support of the
sector and for facilitating the dialogue between the government and
non-traditional exporters, the Council operates on government
subvention and lacks a firm financial basis to support its
operations. In addition, the agency argues that the success of
its efforts to promote Ghanaian exports is hindered by the lack of
export support schemes employed in other successful exporting
countries; for example, schemes for export credits and guarantees,
insurance, and export refinancing.

Bugsiness Representatjonal Groups

Three major groups represent the private sector: the Ghana
Chamber of Commerce, the Ghana Employers Association (GEA), and
the Association of Ghana Industries (AGI). The membership of these
groups is often overlapping as many firms belong to more than one
organization. In general, the Chamber represents small- and
medium-sized firms, while the AGI is composed of larger industrial
firms and focuses on industrial policy. The GEA 1is largely
concerned with employment and wage issues; the GEA participates in
the Tripartite Council, along with representatives of government
and labor, to set minimum wage levels (see below). 1In addition,
the Chamber of Mines represents the mining companies, including the
state-owned mining companies, in discussions with government and
in wage negotiations with the Mineworkers Union.
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Business representational groups potentially have an important
role to play in discussing the macro- and microeconomic policy
dialogue. Talks between the government and private business groups
can potentially improve the quality of government policies and can
build local support and consensus for difficult government actions.
The quality and frequency of the dialogue between the government
and the private sector has improved in recent years, but there
appears to be a belief among the business representational groups
that further improvement and more frequent contact is necessary.

Discussions have taken place among the four representational
groups with regard to possibility of a merger in order to pool
their resources, reduce costs, and concentrate their offices in one
location, thereby increasing their total effectiveness and
influence. Not surprisingly, this proposal has met with some
opposition from within the groups as various sectional interests
fear a diminished level of influence. Nonetheless, the proposal
has merit. A representative of one of these groups has argued that
the government fails to effectively use the Paris-based
Consultative Group meetings to obtain aid tailored to the specific
needs of industry. A pooling of private sector representational
resources would be one way to coordinate data collection and policy
analysis with the specific aim of providing the government with
specific information for use at the Consultative Group meetings,
thereby better 1linking the ERP process to private sector
development.

Labor Policies

Labor policy is administered by the Ministry of Productivity
and Social Welfare in accordance with a series of legislative acts
and measures. At a national level, the minimum wage is set by a
Tripartite Committee on Wages and Salaries representing workers
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(represented by the Trade Union Congress, or TUC), the government,
and employers (represented by the Ghana Employers Association).
Wage levels at individual firms, however, are subject to
negotiation between employers and employees, who may be represented
by one of seventeen unions, and are established in the context of
a collective bargaining agreement. As stated in the 1989 budget,
the government's current wage policy prefers that private sector
and parastatal wages be linked to productivity increases in order
to reduce the inflationary impact of increasing wage/benefit
packages. Negotiations on how best to measure and structure this
linkage are scheduled to take place within the Tripartite Committee
this year. '

Collective bargaining agreements often have a duration of two
to three years, although some contain a "wage opener" clause which
permits renegotiation of wage levels sometime after the first year
of the agreement is completed. Guidelines regarding severance pay
and policies regarding firings are part of each individual
collective bargaining agreement. Quite often, redundancy payments
are quite large under these agreements; the size of these payments
has been a significant factor stymieing the sale of the thirty-two
state-owned enterprises slated for divestiture. Under law, strikes
are illegal, although unauthorized work stoppages do occur.?® The
total workforce in Ghana in 1987 was an estimated 5.6 million
persons. Out of this total, approximately 608,000 workers, or
- about 11 percent, are unionized.

Wages

Labor policies and wages are significant not only owing to the
impact on individual welfare and the cost of business operations,
but also for 1labor's potentially inflationary impact on the.

%, The TUC reportedly recorded 19 strikes in 1986.
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economy. The benchmark for labor costs is the minimum wage, which,
at its current level of 170 cedis per day, is exceptionally low for
West Africa (about $0.53 per day in mid-1989). It is somewhat
misleading, however, to focus entirely on the minimum wage as an
indicator of buying power. Few workers, in fact, receive only the
minimum wage. The wages of agricultural laborers, for example, are
affected by seasonal demands for labor which drive daily rates
above minimum wage levels. In larger enterprises, even the lowest
paid worker commonly receives a salary which exceeds the minimum
wage. In addition, both public sector and private sector employers
usually pay a variety of allowances for transport, canteens,
housing, and the iike: housing allowances, for example, are usually
equal to 20 percent of an employee's base salary. Aas a result,
these fringe benefits boost total wage levels to well above the
minimum wage. Employee earnings are also boosted by the fact that
allowances up to a specified maximum level are tax-free.

In 1986, for example, when the minimum wage was 90 cedis per
day, the average daily wage for employees in public and private
sector industries was roughly 338 cedis per day.“ Private sector
employers often use the minimum wage level as simply a benchmark
for establishing higher salary levels and firms often await the
government's announcement of new minimum wage levels before opening
wage talks with their éﬁployees.

Over the 1980-86 period, average private sector monthly wages
were consistently higher than average wage levels in the public
sector, although this differential narrowed sharply in 1986.

%6 Based on data on average monthly earnings compiled by the
Statistical Service. It could not be determined whether these data
include allowances.

Discussions with several large (50 employees or more) private
firms confirmed that allowances and benefits added 50 to 100
percent to unskilled employees' basic wage levels, which itself
often exceeded the minimum wage.
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Private sector wages are not consistently higher than public sector
wages, however, but vary according to the individual sub-sector.
Table 12 shows the differences between private and public sector
wages over the 1980-86 period, as well as the differences between

sub-sectors.

Use o xpatri abor

There exists no legislation which explicitly defines the
number of expatriate personnel which may be employed and the
Investment Code of 1985 is not very precise with regard to
governmental preference or guidelines governing the hiring and
employment of expatriates. Potential investors must submit
requests for the number and type of expatriates to be hired at the
time of their application to the Ghana Investments Centre. The GIC

makes recommendations for the hiring of expatriates, and the

'Immigrant Quota Committee within the Ministry of the Interior both
rules on requests to hire expatriates and issues work permits. The
GIC must submit requests for the hiring of expatriates to the
Immigrant Control Committee even if no incentives are being granted
under the Investment Code.

General government policy holds that no expatriate will be
approved for positions for which skilled Ghanaians are available.
Many persons interviewed by the study team were uncertain as to how
decisions were made governing the hiring of expatriates and whether
specific quotas existed. To the extent that uncertainty or
ambiguity exists, or is perceived to exist, in the hiring of
expatriates, private sector investment and planning can be delayed
or deterred.
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Table 12

AVERAGE MONTIILY EARNINGS PER EMPLOYEE IN ALL ESTABLISHMENTS

Public Sector
Agricullure, Forestry, & Fishing
Mining and Quarrying
Manufacluring
Electricity, Water and Gas
Construction
Wholesale, Retail Trades, Restaurants
Transport, Storage & Communications
Finance, Insurance, Real Estate
Community, Social, Pers. Scrvices

Private Sector
Agricullure, Forestry & Fishing
Mining and Quarrying
Manufacturing
Elcetricity, Water, and Gas
Construction
Wholesale, Retail Trades, Restaurants
Transpont, Storage & Communications
Finance, Insurance, Real Estale
Community, Social, Pers. Service

Sourcce: World Bank

(Current Cedis)
1980 1981
41 5719
322 49
612 862
527 631
526 703
328 R 14
417 481
530 577
520 714
448 720
581 672
4i6 683
676 785
567 713
522 467
803 oY
o3 955
715 972
449 538

1982

607
543
863
00
744
518
5717
714
720
562

868
734
iolo
841
533
1197
999
149
775

1983

1071
833
2214
1256
860
891
859
1014
121
940

1301
1173
21
1345

1984

2122
2199
3354
2399
1980
1564
1405
2302
2290
2027

3280
2973
4074
3940
iols
1529
20671
3940
1984

1985

3461
2675
10534
4108
3291
2475
2681
3503
4254
2835

47
3264
5998
5535

3032
2958
oSm
7331
3027

1986

7332
5752
12287
8385
6540
5075
5540
10436
8562
6682

7549
5402
6480
7844

4012
4781
11846
18642
6127



In the mining sector, companies applying for prospecting or
production licenses must submit with their work plans a schedule
of proposed Ghanaianization of the work force. Interpretation of
the need to limit expatriate involvement, however, appears to be
highly flexible. Under the Minerals and Mining Law, investors in
the mining sector are directed to give preference in employment to
Ghanaians to the maximum extent possible "consistent with safety,

efficiency and economy."

Parastatal Policies

Government policy toward the parastatal sector focuses on (i)
the selection of state-owned enterprises (SOEs) for liquidation and
sale, and (ii) the improved management and accountability of SOEs
remaining in government hands. Thirty-two SOEs have been selected
for liquidation or for sale to privaﬁe investors but to date, none
of the thirty-two has been sold, although ten have been liquidated.
There has been considerable interest among foreign firms
(especially British ones) with regard to investment in some of the
parastatals which are being divested.

Progress in the privatization of SOEs has been slowed for a
number of reasons, including delays owing to the complexity of
updating and auditing financial accounts and determining the actual
market value of potentially saleable assets, and the high cost
involved of retrenching redundant SOE employees. In addition,
utilization of World Bank technical assistance to assist the State
Enterprises Commission in the divesture process was delayed. The
original schedule for divestiture was arquably over-ambitious in
light of these constraints. Des;ite these problems, however, the
World Bank currently views the overall progress in the divestiture
program as satisfactory.
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The pace and completion of SOE divestiture is important to the
private sector for several reasons. For one, the sale of selected
SOEs provides potential investment opportunities for investors.
Secondly, the divestiture and restructuring of SOEs releases a
significant number of workers that the private sector -- primarily
in the agricultural sector -- must absorb. 1In both 1987 and 1988,
approximately 12,000 public service employees were removed from the
government's payroll, and another 12,000 are scheduled to be
removed in 1989.¥ In addition, it is estimated that SOEs employ
an excess of 20,000 employees which will have to be laid off in
order to improve the efficiency of those SOEs remaining in state
hands. The private sector will have to absorb these employees, in
addition to the estimated 180,000 persons entering the work force

each year.

Perhaps most importantly, however, the pace of SOE divestiture
has assumed for some investors and businessmen a symbolic role as
a bellwether of the government's true intent regarding the private
sector.® Rightly or wrongly, there appears to exist the perception
that a failure by the government to divest or liquidate these
properties as planned means that the government has not lost its
previous suspicion of the private sector. Correspondingly, the
successful divestiture of these properties may spark renewed
interest in investment in Ghana.

7. In 1987, 15,000 employees were actually targeted for
redeployment by only 12,000 were actually redeployed.

8. It should be noted, however, that some Ghanaians within the
private sector told the study team that they did not find the slow
pace of divestiture efforts to be worrisome; rather, it was a sign
that the government was proceeding carefully in order to ensure
that divestiture was successful, and to avoid the mistakes and
appearance of favoritism that characterized SOE divestiture under
the National Liberation Council in the late 1960s.
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Summary of Key Obstacles and opportunities

This chapter has examined the institutional, administrative,
fiscal, and legal structures governing private sector investment
in Ghana. This so-called "enabling environment" affects Ghana's
ability to attract private investment, both Ghanaian and foreign,
and affects the ability of the private sector to operate
effectively. While the macroeconomic reforms introduced in the ERP
have enabled the private sector to operate more competitively than
in the past, these reforms are insufficient in themselves to ensure
that the 1levels of private investment critical to continued

economic growth will occur.

Examination of Ghana's investment laws and incentives and
institutional environment demonstrates that the gbvernment'has
introduced a number of reforms in recent years to improve the
investment climate. These include the introduction of new, more
attractive, investment codes governing investments in all sectors
of the economy; efforts to streamline the operations of the Ghana
Investment Centre (GIC); payment of blocked dividends and capital;
and reduction or elimination of export duties and the streamlining
of import procedures. In the non-traditional export sector, the
Export Promotion Council has been reorganized in order to better
assist exporters and to promote Ghanaian products.

While a number of important reforms have been implemented, a
number of these fall short of providing a fully positive
environment for the the private sector and private investment.
From an investment perspective, the analysis here identified a
number of weaknesses, including the inadequacy of some of the
incentives offered in the 1985 Investment Code; the 1lack of
sufficient clarity in some cf the Code's provisions; and the lack
of automaticity in the consideration of investment applications.
In addition, the procedures for establishing ‘new businesses were
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found to be overly complex and income tax rates too burdensome.
By contrast, the operations of the Minerals Commission and
legislation guiding investment in the mining sector appear to be
adequate; indeed, this appears to be the only sector of the economy
where investment is occurring at a satisfactory level.

From a promotional perspective, the GIC was found to be overly
concerned with the regulation and monitoring of investment, as
opposed to encouraging investors and assisting the start-up of new
businesses. In addition, the GIC lacks effective promotionai
materials and is hampered by the inadequacy of its office
equipment. By contrast, the Export Promotion Council and Minerals
Commission appear to have taken an aggressive attitude in their
promotional responsibilities in terms of the collection of data and
publication of materials. The apparent success of the these
agencies 1is an encouraging sign of the seriousness of the
government's intent and the potential ability of the government to
increase both the attractiveness of the Investment Code and the
effectiveness of the GIC.

Private investment is encouraged not just by effective
promotional efforts, attractive tax levels, or other investment
incentives, however, but by the perception that 1local and
governmental attitudes are favorable to private investment.
Private sector confidence in the efficacy of economic reforms and
the commitment to economic, administrative, and other changes is
much more easily undermined than it is reinforced. It can take
much time to overcome the effect of quixotic policies of the past
or the occasional arbitrariness of governmental action; for
example, confidence in the banking sector is still weakened by the
demonetization of the fifty cedi note seven years ago. It is in
this light that many investors appear to view the progress in the
government's SOE divestiture program as a sign of the government's
comnitment to increased private sector investment and growth. The
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adoption of further measures clearly meant to promote private
investment would be a positive step not only for improving the
financial attractiveness and administrative ease of investments in
Ghana, but is probably also necessary if the government is to
underscore the seriousness of its commitment to attractirg and

respecting private investment.

One absolutely critical element in both understanding Ghana's
current investment regime and climate, and in improving the
strength of the private sector, is the relative competitiveness of
Ghana's "enabling environment." If Ghana is to attract the level
of private investment essential to sustaining the economic growth
of the ERP, the country must offer an investment climate and
business environment that is highly competitive -- financially,
administratively, and politically =- with business opportunities
available elsewhere in the world. The "level playing field"
provided by the ERP is necessary but not sufficient to ensure
successful levels of private investment. This 1is especially
important in terms of attracting foreign private investment, but
is applicable as well to attracting expatriate Ghanaian capital.
While not denying the extensiveness of the government's reforms,
it is insufficient to compare, for example, Ghana's 1985 Investment
Code to the 1981 code that it repleted. Instead, Ghana's policies
to promote and assist private investment must be compared to other
developing countries which are also vying to attract offsho-e
funds. For the most part, however, this recognition that the
process of attracting investment is a globally competitive one
appears to be missing from government efforts to date.
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V. RECOMMENDATIONS FOR FURTHER PRIVATE S8ECTOR DEVELOPMENT REFORMS

The Ghanaian Government, with assistance from multilateral
agencies and donors, has made substantial progress in introducing
important macroeconomic policy reforms conducive to economic growth
and private sector investment. Nonetheless, as Chapter IV
demonstrated, a number of areas remain where further adjustments
are necessary if the enabling environment for private investment
is to be made sufficiently welcoming. Recommendations for further
macroecononic, legal, and institutional reforms are made below.

Macroeconomic Policies

As eovidenced in Chapter III, the macroeconomic reforms
jntroduced under the ERP have substantially created a "level
playing field" which enables private sector firms to operate
efficiently and competitively. Additional areas of reform planned
in the 1989-92 period -- for example, unification of the auction
and forex bureau exchange markets -- promise to further improve the
macroeconomic operating environment. Two areas of macroeconomic
policy remain troubling, however, and deserve special mention
because of their implications for government reforms to encourage
the private sector.

1. Banking Sector Reforms and the Need to Increase Foreign
Investment

While Ghana's record of economic growth under the ERP has been
highly positive, continued growth requires the mobilization of
greatcii levels of savings and investment. Achievement of this
objective in the short-term is severely hampered by current credit
ceilings on bar: lending. The resultant shortage of financing for
the private sector is sorely affecting the ability of firms to
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cover working costs, much less. make the medium- or long-term
investment critical to sustained economic growth.

The banking sector is currently a key area of focus in the
government's programs with the World Bank and the IMF but
resolution of this pProblem will be difficult as it requires the
complete restructuring and capitalization of the banking system,
and the reduction of stubbornly persistent high rates of inflation.
The likelihood that poor access to credit will continue in the
near-term to hamper 1local investment strongly underscores the
necessity for the Ghanaian Government to redouble its efforts to
attract both foreign and expatriate Ghanaian offshore investment.
In the short-term, offshore equity is the most immediately
available source of much-needed investment in Ghana.

This does not mean that the difficulties suffered by
businesses already established in Ghana should be ignored. Private
sector representational groups should continue to reiterate to the
government and agencies such as the World Bank that the
implementation of financial sector reforms must proceed as quickly
as possible.

2. Continued Reform of the Parastatal Sector

Reform of the parastatal sector and divestiture of state-owned
enterprises (SOEs) has been much more complex and has proceeded
much more slowly than anticipated by the government or the World
Bank. Rationalization of SOE operations needs to continue in order
to make those SOEs remaining in government hands more efficient and
to ensure that these firms do not use credit resources that could
be more productively lent to private business. 1In addition, the
operational efficiency of some SOEs has important implications for
the efficiency of the private sector; this is particularly true of
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such bodies as the Ghana Railway Corporation or the Ghana Ports and

Harbours Authority.

Equally important, the perception exists -- rightly or wrongly
-- among some in the private sector that the slow progress made
to date in SOE divestiture is simply due to government footdragging
out of ambivalence over the role of ;rivate investment. Such
perceptions play a role in investors' evaluation of the business
climate and subsequently influence investment decisions. It is
essential, therefore, that divestitures proceed in order to correct
this perception &nd to reassure potential investors that the
government firmly »Selieves in the role of the private sector in

Ghana's economic recovery.

’

Legal and Requlatory Reforms
1. Implement changes in the Investment Code

It is recommended that the government consider revising the
Investment Code of 1585 (P.N.D.C.L. 116) along the lines suggested
in Table 13 below.
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Table 13 :

SUGGESTED IMPROVEMENTS
IN P.N.D.C.L. 16 OF 1985

Section 12

The import duty exoneration granted during "the period of
establishment" is imprecise and subject teo protracted discussions.
The exoneration should be for a specific time period such as 5
years.

Income tax holidays should be extended for longer periods; for
example, 8 years for priority projects._

Export incentives such as tax rebates and export duty exemptions
should be specified in the code.

Section 13

All priority projects approved by the GIC should be automatically
exempted from the stamp duty for five years. The current criteria
for exemption are vague and subject to interpretation.

Section 15

Instead of an immigrant quota determined on a case-by-case basis,
a pre-determined percentage of the workforce should be composed of
nationals, to be determined by GOG.

Section 21

The minimum equity requirenrents for foreign investors should be
reduced so as to eliminate the capital-intensive bias of the code.
Minimum equity requirements for 100 percent foreign-owned ventures
should be reduced from $100,000 to $50,000 and joint-ventures from
$60,000 to $30,000.

Section 25

This section should specify time limit limits for investment
approval decisions. For small projects (below $500,000) a 30-day
time limit is suggested; for larger projects (above $500,000) a 90-
day limit is recommended. If an investor has not received an
answer during the time limit the project is approved by default.
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Table 13 (Continued)

SUGGESTED IMPROVEMENTS
IN P.N.D.C.L. 16 OF 1985

ectjions 6

These sections should be re-stated to replace fines and jail
sentences for investors not providing GIC with information to less
intimidating, but equally effective, penalties such as investors
forfeiting benefits awarded to them under the code.

Schedule 16

Similar to Section 21, the minimum equity requirements for entry
by foreigners into enterprises otherwise reserved for nationals
should be reduced from $500,000 to $250,000.

2. Streamline the Establishment Procedures for Small
Businesses

The current lengthy process of establishing a business should
be streamlined. The three bureaucratic forms required: (1)
registration with the Registrar General's Office; (ii) particulars
of a company (form No.3); and (iii) declaration of compliance
should be consolidated into one form to facilitate business
establishment.

Manufacturing licenses should not be required for small
manufacturing companies below a certain size, say employed capital
of 10 million cedis. This will permit more free market entry and
will encourage greater capital formation.
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3. aw e

CIeater lines of jurisdiction or subsidiary regulations are
needed to give GIC the full authority to approve investment
proposals and for the decision to be the final one.

4. Reduce Taxes

Corporate taxes are high and act as a disincentive to
investment. The corporate tax rate should be reduced from an
average base rate of 50 percent to a globally competitive rate of
35 percent in order to encourage investment. The dividends tax of
30 percent should be lifted to eliminate the double taxation of
dividends and encourage equity financing.

nvestment and ort Promotio

1. Strengthen the GIC

In order to meet its mandate of increasing and promoting
investment in Ghana the GIC needs to be substantially strengthened.

Organizational! 8tructure: The structure of the GIC is
basically sound, and follows from recommendations made in a 1987
IFC report. The three operational departments correspond to three
stages of the project cycle: (i) project promotion and
development; (ii) project evaluation and approval; and (iii)
project monitoring and support services. The GIC is directed by
a Chief Executive who reports to a Board of Directors. The Board
is composed of key Ministers from economic and line ministers and
is chaired by the Chairman of the PNDC.
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In order to carry out effectively its mandate to encourage
investment in Ghana, the GIC will have to focus more on investment
promotion and investor support, and less on the screening of
project proposals and the control of investors once they have been
approved. As the liberalization measures of the ERP have created
a much more open environment and a "level playing field" for
investment, the need to control and direct foreign investment is
reduced. Given basic information, private investors should be able
to find their own investment opportunities with very 1little
direction and screening from the government. The GIC should
substantially streamline its screening procedures, leaving the
financial and commercial analysis to the investor who is risking
his own capital. The GIC might focus more on credit checks and
ensuring that fundamental environmental or health concerns are met.
Reducing the time spent on screening would allow the GIC to spend
more time and effort on investment promotion and supporting
investors in securing all necessary licenses, approval and permits

in other government agencies.

Many investment promotion centers in other countries such as
Taiwan, Kenya, and the Dominican Republic have a division which is
responsible for researching the country's investment policy
environment and advising the government on policies and procedures
which encourage rather than hinder investment. These units also
monitor the policies and incentive packages in other countries to
ensure that their own policy and incentives are competitive. It
is recommended that such a division be established in the GIC to
ensure that Ghana's policies are conducive to investment.

8taffing: The size of the professional staff of the GIC --
33 -- is adequate provided the GIC is able to attract and retain
high caliber staff, including staff with private sector and banking
backgrounds. Staff should have extensive business background in the
sectors the GIC is promoting =-- agribusiness, manufacturing
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(especially wood and food processing), construction and tourism.
As a service to investors, staff should know, or be trained in,
the laws and regulations of doing business in Ghana, including
incentives, taxes, and approval requirements.

The size of the non-professional staff =-- 111 =-- is overly
large and clearly is disproportionate to their work output. A more
streamlined core of support staff would be more cost effective and

business~like.

staff Recruitment: In order to attract staff of sufficient
caliber and experience, and to create a "private enterprise
environment” within the office as opposed to a "government office,"
it would be desirable to recruit some staff from the private
sector, and to offer competitive remuneration packages. All staff
members, with the exception of one or two possible technical
assistants, would be Ghanaian.

Training: The GIC will only be as effective as its staff,
therefore training is critical to its success. Two of the senior
staff were sent to the Irish Development Authority for short in-
service training courses. One of the staff was sent to the U.S. for
training. In-country training could be developed for GIC staff on
the Investment Code and incentives offered, targeted promotiori
strategies, and investor information systems.

Resources: A promotion center is often the first stop of a
potential investor, and so the ambience of the center should
reflect not only the professionalism of the center but also the
basic health of the investment climate. At the time of the team's
visit, the GIC's front sign needed painting and some of the offices

needed refurbishing. A much more pressing problem than office
refurbishment is an almost total 1lack of necessary office
equipment. An organization that is responsible for investment
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promotion, investor servicing and follow-up needs the business
equipment to prepare and disseminate reports and information to
investors. The GIC needs a photocopy machine, word processors and
some microcomputers to maintain data files for mailing distribution
lists, files on prospective investors and where they stand in the
approval process, etc.

Investment Promotion: As improvements in the investment
climate are implemented, they should be heralded by a carefully
crafted press release campaign. Significant policy reforms,
legislative changes, and the announcement of new incentives are
newsworthy events are likely to be printed as news ir international
business publications. As such, their factual nature makes them
even more persuasive than paid advertising.

Investment decisions are based on information. It is
currently difficult to obtain access to key information needed to
make a decision to invest in Ghana. Information on the Investment
Code, labor laws, taxes and import duties should be summarized in
short brochures and made available to potential investors. If the
government is going to revise the code, then the GIC should print
up new guidelines and brochures as soon as the new code is
finalized.

Once the necessary legislative changes have been implemented
and the informational materials prepared, the GIf should undertake
a more substantial promotion effort. The promotion campaign should
carefully target the investor audience, including: (i) resident
Ghanaians through business organizations such as the Chamber of
Commerce; (ii) non-resident Ghanaians through Ghana's embassies
abroad and the international press; (iii) foreign companies
including companies that are already in Ghana, companies which were
in Ghana and have departed, and companies that have known expertise
in the activities that have been given priority.
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2. Expand Support for the Export Promotion Council

The Export Promotion Council is the main focus of the
government's effort to promote non-traditional exports, which is
a key part of the strategy for economic growth. Two of the
Council's activities have had some positive results and should be
further supported: (i) the exporter information booklet; and (ii)
the government/private exporter meetings where the Council acts
like an ombudsman between the two groups. Through these meetings
the Council will be able to help ease bureaucratic obstacles to

exporting.

The Council, which currently operates on a government
subvention, will need an ensured inflow of funds to continue in its
activities. Some of the more successful export promotion agencies
in the Far East such as the Singapore Trade Development Board, the
Hong Kong Trade Development Council and the Korea Trade Promotion
Corporation have been either partly or entirely funded by an ad
valorem levy on exports or imports. The possibility of a similar
funding mechanism for the Ghana Export Promotion should be

considered.

3. Assess the Prospects for an Export Processing Zone

Many countries such as Malaysia, Mauritius, South Korea, and
the Dominican Republic have introduced export processing zones
(EPZs) in order to attract investment. EPZs, like free trade
zones, are areas designated by the government to provide
internationally competitive tax and other incentives for companies
engaged in international trade. Firms operating in EPZs, however,
tyrically engage in the manufacture of goods destined for export
markets. The chief benefits to the host country include employment
generation and skills development through the value-added obtained
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through labor-intensive light manufacturing. Additional employment
opportunities can be generated outside the zone through the

development of backward linkages to local industries.

EPZ development in Ghana offers the potential for creating
labor-intensive industries at a time when the continuing
redeployment of civil service and parastatal workers necessitates
the development of new employment opportunities. Foreign exchange
earnings from an EPZ offer partial diversification away from
Ghana's traditional dependence on cocoa and gold exports as sources
of foreign exchange. In addition, establishment of an EPZ -- with
its market-oriented environment =-- could help to increase the
confidence of off-shore investors in the current Ghanaian business
climate. Ghana already has some of the key ingredients to attract
free zone investors, including an abundant and competitively priced
labor force. In addition, legislation already exists in Ghana for
the establishment of a free zone and land is still set aside for
free zone development in the port of Tema. The government may wish
to study the experiences of some of the countries with successful
EPZs and explore the pre-feasibility of developing an EPZ in Ghana.

4. Encourage Brainstorming Between Government Promotional
Agencies

Four government agencies -- the Export Promotion Council, the
GIC, the Minerals Commission, and the National Energy Becard -- are
involved in promotional or investor-oriented activities. While
there appears to be contact between some of these agencies,
regular meetings between representatives of these groups, perhaps
on a quarterly basis, could enable the sharing of information and
cross-fertilization of ideas. The resulting dialogue could help
to prevent wasteful or duplicative efforts and assist in the
development of a Ghanaian =-- rather than a predominately donor-

driven -- promotional strategy.
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5. nprove cilitjes t upport Non-Traditional Exports

Expansion of non-traditional exports is important to
diversifying Ghana's foreign exchange earnings but may require
additional storage or support facilities. The French Caisse
Centrale has been studying ways to improve storage and transport
facilities at Kotoka airport to assist the overseas shipment of
non-traditional agricultural exports. There are additional areas,
however, where facility improvements might be needed -- for example
~he ports -- and these should be explored.

Institutional Reforms

1. Establish an Inter-Ministerial Committee on the Private
Sector

A number of developing countries have established inter-
ministerial committees in order to formulate, ccordinate, and
implement government policy toward the private sector.
Participation in such a committee can improve dialogue within the
government, thereby helping officials to implement policy that
integrates the work of various ministries. The Ghanaian Government
may wish to establish a similar committee to produce a White Paper
on the private sector and private sector investment. Formulation
of such a policy document can be used to forge ¢ isensus within the
government and would clarify the government's position and provide
guidelines for ministerial action. Such guidelines, for example,
could be used to expedite ministerial approval of investment
applications submitted to the GIC. Publication of such a policy
document can demonstrate to investors the firmness of the
government's support for the private sector and can further

86



reinforce promotional messages contained in brochures issued by the
GIC and other agencies.

While production of a White Paper can be an effective means
for coordinating the government's position on the private sector
and investment, it is a longer term task. To be effective,
preparation of such a document must not be allowed to become a
rationale for delaying other reforms that can be implemented with
immediate effect in the short-term. Firm deadlines, for example
one year, should be given for issuance of a final paper.

2. Strengthen Private Sector Representational Groups

There are currently three large private sector
representational groups: the Ghana Emplcyers Association, the
Chamber of Commerce, and the Association cf Ghana Industries; in
addition the Chamber of Mines represents the nining companies.
The three major groups have limited resources, which affects their
ability to coordinate their efforts and to effectively influence
government policy-making. Additional resources would strengthen
the data collection and policy analysis capability of these groups
and would enable the private sector to present substantive advice
on policy. One immediate area where strengthened policy analysis
capability could help the government and the private sector would
be the preparation of documentation for use at the Paris-based
Consultative Group meetings. Provision of detailed analysis and
requests for channelling of aid funds to the private.sector would
serve to better link the ERP process to private sector development.

The merger of these three representational bodies into one
group or into one umbrella organization would be one way to pool
the resources and reduce the operating costs of these groups,
thereby increasing their effectiveness. Discussions have been
initiated in the recent past to form a more unified organization.
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Such a merger could be supported administratively or financially
by outside donors.

3. Encourage __Government, Business, and TLabor in

odu v -Wa

It is current government policy that future wage increases be
linked to increases in productivity. Talks are scheduled this year
within the Tripartite Committee on Wages and Salaries -- comprised
of representatives of government, business, and labor -- on how to
structure this difficult linkage. This objective has important
implications for the economic growth and for reducing the
inflationary impact of wage increases and should be encouraged.

The Role of Donors in Assistin v cto avalopment

Most of the reforms suggested above require initiative by the
Ghanaian Government. Nonetheless, there are a number of specific
areas where donors could act to assist the private sector. These

include:

1. Facilitate Discussions Between Government and the Private
Sector

The quality and frequency of discussions between the
government and the private sector appears to have improved
substantially in the past several years but more such discussions
should be schedvled with greater frequency and regqularity to
improve their effectiveness.
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2. Cha esources t u i Analvsis by the

Private Sector

The policy analysis and data collection skills of the major
private sector representational groups are widely ac..nowledged to
be insufficient. Private donors could assist with the provision
of training, administrative and/or financial support, and the
supply of office equipment. Such assistance would be very cost
effective in terms of the relatively small investment required and
the potential benefit it could bring to the effectiveness of these
groups.

3. ch en the jvate ct t ticulate Its Needs

In conjunction with strengthening the policy analysis and data
collection capabilities of major private sector groups, donors
should challenge these organizations to articulate their needs and
to make concrete suggestions for improvements in the ERP. While
the private sector often is critical of government economic policy,
this criticism is often not substantiated by factual analysis.
Donors should challenge groups to provide substantive analysis of
their complaints. This will not only force these bodies to improve
communication between themselves and with their members, but will
improve the quality of information available to donors, the private
sector, and the government. The efficacy of this process will be
helped, of course, by improvements in the dialogue between the
private sector and the government as the constraints and
possibilities for action under the ERP become better understood.

4. Provide_Technjcal Assistance to Improve Managerial and
Accounting Capabilities

Efficient business operations require effective mid-level
managers and accountants. To improve the skills >f the Ghanaian
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workforce over the medium-and longer-term, agencies such as the
Institute for Chartered Accountants or Management Association could
be proviaad with technical assistance to help improve training
oppo~tunities.
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March 1957

July 1957
July 1965
February 1967

December 1967

December 1971

February 1972

December 1972

March 1973

April 1975

August 1978

ANNEX I

CALENDAR OF KEY ECONOMIC EVENTS

Ghana gains independence.

The Ghana pound is introduced to replace the
West African pour” at par.

The cedi is created, replacing the Ghana pound.
One cedi equals US $1.67.

Currency reforms replace the cedi with the new
cedi, at the rate of 1.02 cedis/US $1.00.

In an attempt to ease Ghanaian unemployment,
many foreign residents are forced to leave
Ghana.

The cedi is devalued by 44 percent, to 1.82
cedis/US $1.00.

The cedi is revalued by 42 percent, to 1.28
cedis/US $1.00.

Wage and price controls are introduced in
attempt to reduce inflation, and a price and
income board is established.

The newly established National Redemption
Council Government (NRC) begins a drive toward
economic self-sufficiency.

The NRC Government introduces its participation
policy for taking a majority share of the
nation's timber and mining companies.

The new cedi becomes known simply as the cedi.

The Investment Policy Decree is introduced.
Under the decree, full Ghanaian ownership of
wholesale trading firms, and partial ownership
of other firms, is required.

After successive years of double and triple
digit inflation, the cedi is devalued by 39
percent against the US dollar, to 2.75 cedis/US
$1.00.
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ANNEX I

CALENDAR OF KEY ECONOMIC EVENTS (Continued)

April 1983

May 1982

October 1983

December 1983

March 1984

May 1984

June 1984

The Economic Recovery Program is introduced.
Export bonuses and import surcharges are
introduced, lowering the effective exchange
rate to 23.375 and 29.975 cedis/US $1.00.

Controlled prices and prices of government
services are increased substantially to reflect
the cedi's devaluation.

New taxes on property and private vehicles are
introduced and the government initiates an
effort to increase tax collection.

Producer prices for cocoa farmers are raised
from 12,000 to 20,00C cedis/tonne in order to
increase cocoa production.

Interest rates are raised from 3 to 5
percentage points.

In order to raise government tax revenues,
retail prices of cigarettes and beer are raised
by 33 and 75 percent, respectively.

The two effective exchange rates are unified.
The official exchange rate becomes 30 cedis/US
$1.00.

Price controls are eliminated on all but 23
goods.

The cedi is devalued by 14 percent, falling to
35 cedis/US $1.00.

Public sector wages and salaries are increased
by 40 percent.

Cocoa producer price is raised to 30,000
cedis/tonne.

Cigarette and beer taxes are raised., Personal
income tax rates are lowered.
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ANNEX I

CALENDAR OF KEY ECONOMIC EVENTS (Continued)

August 1984

December 1984

January 1985

April 1985

June 1985

The cedi is devalued by 9 percent against the
US dollar, to 38.5 cedis/US $1.00.

Interest rates are increased by two percentage
points.

The cedi is devalued by 23 percent, to 50
cedis/US $1.00.

Throughout the year foreign exchange retention
schemes are introduced for principal exporters
requiring imported inputs. Gold exporters are
allowed to retain 35 to 45 percent of total
foreign exchange earnings: timber expciters,
20 percent; and other mineral exporters 20
percent.

Discussions begin regarding retrenchment and
improved management of state-owned enterprises.

Civil service wages and salaries are doubled.

The cedi is devalued by a further 6 percent,
to 53 cedis/US $1.00.

The special unnunbered licensing system (SULs)
is introduced for imports.

In order to raise government revenues many
government fees are increased and taxes are
raised on beer, cigarettes, airport services,
and gasoline.

Deposit interest rates are increased one
percentage point.

Cocoa producer price is raised by 50 percent,
tc 56,600 cedis/tonne. Layoffs begin at the
Cocoa Marketing Board.

To encourage increased production, tobacco and
cotton producer prices are raised 50 and 100
percent, respectively.

ail



ANNEX I

CALENDAR OF KEY ECONOMIC EVENTS (Continued)

July 1985

August 1985

October 1985

December 1985

January 1986

April 1986

June 1986

July 1986

August 1986

September 1986

The list of goods with controlled prices is
reduced to the following eight items: rice,
soap, matches, drugs, cement, textiles, sugar,
and baby food.

The new Investment Code with improved
incentives for investment is introduced.

Further devaluation lowers the cedi's value to
57 cedis/US $1.00.

The cedi is devalued to 60 cedis/US $1.00.

By this time, a total of 16,000 employees of
the Cocoa Board have been retrenched.

The cedi is devalued by 33.3 percent, to 90
cedis/US $1.00.

Cocoa producer prices are raised to 85,000
cedis/tonne, a 50 percent increase.

Fertilizer prices are raised 8C percent,
although an element of subsidy remains.

The Minerals and Mining Law is introduced. The
law replaces previous legislation and
introduces incentives to attract foreign
investors.

Interest rates are raised two percentage
points, raising rate on 12-month time deposits
to 20 percent, more than double October 1983
levels. Lending rates are also increased by
2 to 3 points, raising them 23 percent.

A foreign exchange auction is introduced to
determine the weekly exchange rate, known as
the "Window II" rate. Cocoa exports, and
imported oil and pharmaceutical goods are still
imported at the "Window I" rate of 90 cedis/US
$1.00. All other goods use the Window II
rate.
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ANNEX I

CALENDAR OF KEY ECONOMIC EVENTS8 (Continued)

February 1987

September 1987

January 1988

February 1988

May 1988

The dual exchange rate is ended, and all
imports and exports are priced at the
prevailing auction-determined exchange rate.

In the 1987 budget, import duties are
substantially reduced on imported inputs
critical to the economy, such as clinker,
commercial vehicles, cotton, and non-luxury
consumer goods. Taxes are again increased on
beer and cigarettes.

Effective this month, the export retention
permitted non-traditional exporters is raised
from 20 to 35 percent.

By this date, a further 10,000 Cocoa Board
employees have been retrenched.

To improve competition and efficiency in the
banking sector, maximum borrowing and lending
rates of commercial banks are decontrolled.
Sectoral controls on the distribution of credit
are abolisheqg, with the exception of
agriculture where a minimum of 20 percent of
all loans must made.

Beginning with the 1988 crop season, fertilizer
subsidies are reduced to 30 percent.

Corporate taxes for manufacturing, farming, and
export sectors 1is reduced from 55 to 45
percent. Personal income taxes are adjusted
to give relief from inflation-induced increases
in the effective tax rate.

Private foreign exchange bureaus are
introduced, allowing for the first time the
legal purchase and sale of foreign exchange
outside the banking system.

Effective with the beginning of the 1987/88
minor cocoa crop season, producer prices are
raised to 165,000 cedis/tonne.



ANNEX I

CALENDAR OF KEY ECONOMIC EVENTS (Continued)

January 1989 Fertilizer prices are raised by about 50

percent, thereby reducing the subsidy to 15
percent.

Import licensing system is abolished, with the
exception of a small number of items such as
chemicals and explosives.

April 1989 The small-scale gold mining law is introduced

Sources:

to encourage small-scale, Ghanaian miners and
to capture for the government revenues from
previously illegal gold mining activities.

Bank of Ghana and World Bank
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Annex 2

TABLE 1: GROSS DOMESTIC PRODUCT, BY KIND OF ECONOMIC ACTIVITY
IN PRODUCERS’® VALUES
(Millions of Cedis in Current Prices)

-1ITEM 1975 1980 1981 1982 1983 1984 1985 1986 1987

A. AGRICULTURE 2518 24820 38553 49572 109927 133232 154003 244317 377481

Agriculture and Livestock 1567 19776 33558 44003 92047 110422 118656 175621 266077

Cocoa Produce Marketing 577 2269 1197 639 10228 11138 18755 41017 66030

Forestry and Logging 293 1805 2135 3235 5609 9300 11351 18870 34607

Fishing 81 971 1663 1695 2044 2372 5241 8809 10768

B. INDUSTRY 1109 5086 6653 5401 12199 28631 57209 87723 118947

Mining and Quarrying 105 462 369 285 1944 3214 3s22 8783 13630

Manufacturing 736 3346 4338 3117 7101 17306 39562 57021 73720

Eiectricity and Water 33 223 456 513 358 2166 4045 8957 13279

Construction 236 1055 © 1491 1486 2796 5945 9780 12962 18319

C. SERVICES 1637 13202 27993 32740 62764 109068 132374 176675 245258

Transport, Storage, Canmmications 206 1130 2329 2568 7663 17451 18329 21995 27524

wholesale and Retnh Trade 642 7327 19074 22951 43120 76544 85032 97786 137963

Finance, Insurance, Business 276 1314 1927 2621 3311 . 4676 7746 15153 19250

Government and Other 513 3430 4663 4601 8670 10398 21267 41740 60521

SUB-TOTAL 5264 43108 73199 87712 184890 270931 343586 508715 741685

Less InE:ted Bank Charge 77 651 1207 1802 2259 2865 5323 6903 11206

Import Duties 96 397 634 541 1407 2494 4786 9561 15520

GDP at Market Prices 5283 42853 72626 86451 184038 270561 343048 511373 746000

Percentage distribution

A. AGRICULTURE 482 58z 531 572 601 491 451 481 s12
Agriculture and Livestock 302 461 461 512 502 412 352 342 62
Cocoa Production, Marketing 112 5z 22 12 62 42 52 81 91
Forestry and Logging 62 42 31 43 3z 31 32 42 51
Fishing 21 21 22 21 11 11 22 21 12

B. INDUSTRY 211 122 9< 61 72 112 172 172 161
Mining and Quarrying 22 12 1z 1) 4 12 1z 12 22 22
Manufacturing 141 81 61 41 42 61 121 112 102
Electricity and Water 1z 12 11 12 1) 4 17 12 22 21
Construction 47 21 21 21 21 21 K} 31 27

C. SERVICES 312 am 397 k1:) 3z 401 397 351 331
Transport, Storage, Camumications 42 K} 4 k)4 K} 4 41 61 S5 41 42
wholesale and Retall Trade 121 171 261 272 2321 281 257 191 181
Finance, Insurance Business 51 K} { 31 32 22 22 22 31 31
Government and Other 102 81 61 b} 4 52 41 61 81 ar -
Inputed Bank Charge 11 22 21 21 17 12 21 12 21
Import Duties 21 1T 11 12 1T 12 12 22 22

Source: World Bank
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TABLE 2: GROSS DOMESTIC PRODUCT, BY KIND OF ECONOMIC ACTIVITY
IN PRODUCERS’® VALUES
(Millions of Cedis in 1975 Prices)

ITEM 1975 1980 1981 1982 1983 1984 1985 1986 1987
A. AGRICULTURE 2518 2957 2881 2724 2534 2780 2798 2890 2891
Agriculture and Livestock 1567 2017 2001 1916 1763 2035 1997 2001 1994
Cocoa Production, Marketing 577 545 521 432 370 339 384 454 469
Forestry and Logging 293 304 266 287 309 1 13 317 322
Fishing 81 92 93 89 92 93 104 118 106
B. INDUSTRY 1109 895 752 624 550 599 705 758 844
Mining and Quarrying 105 71 66 61 52 59 63 61 > 66
Hanufacturing 736 575 464 369 328 370 460 511 562
Electricity and Water 33 43 48 44 41 39 47 55 65
Construction 236 206 174 151 129 132 135 132 152
C. SERVICES 1637 1765 1824 1758 1798 1917 2061 2195 2401
Transport, Storage, Camunications 206 166 177 179 192 217 235 248 275
Wholesale and Retail Trade 642 556 545 489 463 510 580 632 743
Finance, Insurance Business 276 372 389 401 415 453 465 500 528
Govertment and Other 513 671 713 689 728 737 782 815 856
SUB-TOTAL 5264 5617 5457 5106 4881 5296 5564 5843 6137
Less Iug:ted Bank Charge 77 160 166 166 177 191 206 218 239
rt Duties 96 81 53 34 44 53 63 77 78
GDP Market Prices 5283 5538 5344 4974 4747 5158 5420 5702 5976
Real GDP Growth -12.42 0.51 -3.52 -6.921 -4.62 8.61 5.12 5.22 4.82
. Percentage distribution
A. AGRICULTURE 481 531 541 551 531 S41 521 511 481
Agriculture and Livestock 302 361 372 392 371 391 371 352 331
Cocoa Production, Harketing 1112 102 102 92 81 72 72 81 82
Forestry and Logging 62 32 52 6X 62 62 61 61 51
Fishing 22 21 22 2z 21 22 21 21 21
B. INDUSTRY 212 162 142 131 121 122 132 131 142
Mining and Quarrying 21 12 12 12 1x 12 12 11 121
Manufacturing 142 102 ST 71 72 2 81 9 91
Electricity and Water 12 12 17 12 12 12 12 11 12
Construction 4 42 k) 31 32 z 22 22 kY4
C. SERVICES - 3z 321 342 352 381 3n 381 382 401
Transport. Storage, Commmications 47 31 31 42 42 4 4 4 51
tholesale and Retall Trade 127 102 102 102 102 101 112 112 121
Finance, Insurancc Business 51 71 2 3} 4 97 92 91 91 91
Govermment and Other 102 122 12 142 151 142 142 142 142
Less Iml::ted Bank Charge 12 k) 4 32 31 47 47 42 41 41
Import buties 22 1T 12 11 12 12 12 12 12
Note Figures are rounded.

Source: World Bank
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TABLE 3

GHANA: MACROECONOMIC FRAMEWORK

(Ratio to GDP at current matrket prices; in percent)

NATIONAL ACOOUNTS 1984 1985 1986 1987 1988 1989 1990 1991
Gross Damestic Product 102.0 100.9 100.0 1100.0 100.0 100.0 100.90 100.0
&P, factor costs 94.9 93.0 90.6 90.5 91.9 91.1 0.0 89.3
Indirect Taxes 5.1 7.0 9.4 9.5 8.1 8.9 10.0 10.7
Resource Gap 2.7 2.9 3.6 6.4 7.2 9.3 9.7 8.7
Total Expenditures 102.7 102.9 103.6 106.4 107.2 109.3 109.7 108.7
Cansunption 95.8 93.3 '93.9  95.6 94.7 95.1 93.7 9z.
Public Consurption 7.3 9.2 9.0 8.6 8.2 8.7 9.0 9.1
Private Cansunption 88.6 B4.2 B4.9 B7.0 86.6 86.4  84.7 83.0
Investment 6.9 9.6 9.7 10.8 i2.5 14.3 16.0 16.5
Public Investment 2.5 4.2 7.3 7.8 8.3 9.6 10.9 11.0
Private Investzent 4.4 5.5 2.4 3.0 4.2 4.6 5.1 5.5
National Savings 4.0 5.4 5.4 5.9 6.5 6.7 8.5 9.4
Public Savings ' -0.6 0.1 1.7 3.3 3.0 3.0 4.0 4.8
Private Savings 4.6 5.4 3.7 2.7 3.4 3.7 4.5 4.7
Foreign Savings 2.8 4.2 4.2 4.9 6.0 7.6 7.6 7.7
Total Savings 6.9 - 9.6 9.7 10.8 12.5 14.3 16.0 16.5

Note: Details may not add to total due to rounding.
Source: World Bank
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TABLE 4: GiANA: BALANCE CF SAWENTS
Millions of US Dollars)

M 1979 1680 1681 1682 1983 1s84 1985 1586 1587

A. Merchandise 184 132 310 10 -100 114 -5 -S6 -198
BExpores (£.0.b.) 1066  Lic4 pash 641 439 67 632 749 827
Impores (c.i.f.) 882 972 L1021 831 539 681 79 -80S -1025

B. Nn-Factor Services -85 104 113 -85 -65 -51 %0 <115 -54.9
Receipes 82 107 120 105 8 k'] 18 48 79.3
<177 21 -233 -1%0 103 -2 -1 -163 -174.2

Gvenorent (n.i.e.) -79 -34 35 -66 43 -39 =31 <76  -74.4
Travel 27 -3 -3 <26 -0 <12 -0 -1l 1S

Other -70 -394 -114 -G8 -50 -79 35 -77 -38.3

C. Resource Balarce [A+B] 89 28 <423 <75 <185 <206 -135 =171 =293
D. Net Factor Incare 46 30 -8] 82 32 81 -0 -1¢c6 -132
Receipts 2 2 1 2 0 2 2 1 2
Payments -48 -32 -32 34 -32 a3 -122 =107 =134
Interest payments -43 32 -84 32 .79 -8 -102 -122

E. Private Transfer (ret) <3 -3 -4 -1 17 73 3 73 202

F. Current Accaxt Balance [CiDtE] 40 -55 -508 .18 -230 -4 -286 =206 <226

Financed by: :

Grants (Official Transfers) 82 8 87 84 n” 103 82 18 122
Cfficial Long Term Loms(net) 108 %6 49 16 15 84 1o 221 254
Disbursarents 123 120 78 55 84 18 135 257 304
Aortizario -15 -24 -9 -39 69 =34 <25 -46 -50
Official Mediim-Term Loans(ret  -14 -13 42 97 3 89 -70 =72 -3
Dishorsements 0 0 49 103 68 170 153 133 109
Amoreizatim -14 -13 -7 -6 =55 41 -2 =208 -132
Trust Rad 34 0 0 0 0 -1 -7 -1 -12
Direct Foreign Ivestrent -3 15 16 16 2 2 § 4 S
Private Capital (net) -5 0 -13 -5 12 4 0 3 -3
Disbursements 0 0 4 4 42 1 S 5 1
Amortization -5 0 =17 -9 -30 -7 -5 -3 ~4
SR Allocation 14 14 14 0 0 0 0 0 0
Capital n.e.s. -25 12 0 1n 61 -85 15 -89 33
Errors and Qmissirs <105 -l41 LX) =36 -187 S5 I -8 -12
G. Net Capital Accomnt as 67 258 185 -13 251 146 147 362
H. Overall Balarce [F-G] 125 2 -250 27 <243 37 -18 -57 139
I. Mmetary Moverents -125 -12 250 27 263 =37 118 57  -139

Financing
IF (ret) 28 k) -12 -5 255 Al 122 16 -25
Purchases , %9 218 12 8 149
Repurchases -12 -3 0 <4 0 -2 -l76
Charges in SR Boldings -5 s -6 -10 17 2 o 16 -12
Foreign Exchange -68 27 110 Ady 0 =35 n 15 -31
Payments Arzears =75 -79 161 35 -34 -2C8 -57 -4 -71
Bilateral Balances . -5 -8 17 . =3 1 -10 S -9 -7
S/T Liabiliries of XG 0 i 2z 0
M/T Liabilities of G 7

Mote: Details may not add to toral due to rounding.
Saurce: World Bank
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TABLE 5

MERCHANDISE EXPORTS, 1983-1991

(Us$ Million)
T R Actual ESt. —weee-- Proj ectedommmmnnn
ITRM 1983 1984 1985 1986 1987 1988 1989 1990 1991
C-IsmA (beans
Volume (MT 159,280 149,574 171,747 195,012 205,229 183,802 206,279 215,474 233,299
Unit Value (S$/MT) . 1,583 2,351 2,189 2,434 2,100 2,227 1,600 1,700 1,700
Total Value ($ millicn) 252 352 376 470 438 385 337 373 403
COCOA [Products]
Volume (MT) 15,000 15,265 15,966 15,858 13,653 20,207 26,775 26,682 26,312
Unit Value ($/MT) 1,573 2,461 2,261 2,144 2,124 2,227 1,270 1,349 1,349
Total Value (S milliom) 24 29 36 34 29 45 34 36 36
COCOA [Total}
Volume (M 174,280 164,839 187,714 210,870 218,882 204,009 233,054 242,156 259,611
Unit Value (S/MT) 1,582 2,315 2,195 2,387 2,263 2,108 1,589 1,689 1,689
Total Value (S million) 276 382 412 503 495 430 370 405 438
GOLD
Volume ('000 fine oz.) 278 286 285 292 324 380 56 524 602
ACG 250 255 252 279 297 340 390 450
S 36 30 40 45 63 94 110 125
Other 19 21 24 27
Unit Value ($/fine oz.) 367 361 318 364 440 441 431 381 389
Total Value (S million) 102 103 91 106 142 167 196 200 234
DIAMONDS
Vulume (’Q00 carats) 439 425 640 565 397 329 329 329 329
Unit Value (US cents/carat 640 660 860 800 1000 1200 1200 1300 1300
Total Value ($§ milliwm) 3 3 5 S 4 4 4 4 4
MANGANESE
Volume ('000 MT) 127 248 263 246 235 284 326 326 326
Unit Value ($/MT) 39 34 3 33 32 28 30 31 32
Total Value ($ million) 5 8 9 8 8 8 10 10 10
BAUXITE
Volume ('000 MT) 4S 124 226 26 275 316 364 364
Unit Value (§/MT: 2 22 22 23 22 22 25 25
Total Value (S m.lliom) 1l 3 5 S 6 7 9 9
ER )
Vo]..uxne (’000 cu. meters) 103 148 247 291 497 538 581 - 568 616
Unit Value ($/cu. meter) 142 143 113 151 182 199 212 217 228
Total Value ($ million) 15 2 28 44 90 105 123 129 139
RESIDUAL OIL
Volume MT) 112 124 199 202 159 169 169 169 169
Unit Value ($/MT) 180 182 168 87 113 89 99 106 112
Total Value ($ million) 20 23 33 18 19 15 17 18 19
ELECTRICITY
Volune (m kwh) 626 1,700 2,500 2,847 2,898 2,898 2,898 2,898
Unit Value ($/mn kwh) 33,300 20,200 18,360 17,000 26,000 27,000 27,000 28,000
Total Value ($ million) 12.0 20.8 34.3 46.0 49.0 75.0 77.0 80.0 82.0
OTHER GOQDS .
Total Value ($ milliom) 8 L] 18 14 14 16 34 61 110
GRAND TOTAL 441 567 633 748 827 828 838 919 1,047

Note:
Source: World Bank

Details may not add to total dus vo rounding.

\d}?h
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TABLE 6: OCOOA BEAN PRODUCTION, OONSIMPTION, PRICES,
PAYMENTS TO FARERS AND EXFORT RECEIPTS
(Quantity in thousand tons; values in millions of cedis)

ITEM 1974/75 1975]76 1976/77 1977/78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 1986/87 1987/88
Production:
Main Crop ' 365 3g2 305 263 250 282 255 216 177 154 165 205 238 173
Mid Crop 8 12 14 8 15 14 3 9 1 4 9 14 9 15
Total 3 394 319 271 265 296 258 225 178 158 175 219 228 188
Cansunption:
Daestic 1/ - - - - - 35 6 31 25 15 20 25 30
Export 334 342 270 233 221 253 240 201 160 148 165 188 211 219
Export Receipts - - - 2423 2649 2541 1123 950 4828 12391 13737 22400 44634 75448
Net Payments to Fammers 209 237 242 362 727 1186 132 2699 2192 3230 4064 7042 12518 19804
Prices in Cedis Per Ton:
From Exports 1688 1526 2596 10399 11986 10043 4679 4726 30175 83723 96077 183676 229865 344826
To Fanrer 2/ 3/ 4/ 561 602 158 1333 2489 3603 3644 10628 12000 20000 30000 56600 85000 140000
Remainder 1127 924 1838 9066 9497 6440 1035 -5901 18175 63723 66077 127076 144865 204826

Source: World Bank

1985/86 Data sre provisional and those of 1986/87-1987/88 are estimates.

Note: 1/ Includes changes in stocks.
2/ 1982/83-1986/87 include anly main crop.
3/ for 1986/87, price excludes bonus of 500 cedis/ton, paid in September 1988.
4] for 1987/88, price excludes bous of 10,000 cedis/ton.
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SUMARY OF CENTRAL GOVERNMENT FINANCES
Millions of Cedis)

ITRM 1975/76 1976/77 1977718 1978/79 1979/80 1960/61 1981/82 1982 1983 1984 1985 1986 1987

Total Reverne and Grants: 815 1075 15339 2188 3026 32719 4545 5252 10241 22641 40311 72625 111046
- Tax Reverue: 655 917 1543 1605 2823 2969 4188 4439 8434 17830  31B41 61587 95400
* Tmees an Incare and Property 203 233 304 383 611 854 1339 1502 1730 4014 7704 14633 23396

* Taxes on Darestic Goods and Service 238 346 403 416 832 1410 1913 2148 1757 5590 a373 19858 26990

* Taxes on Intemational Transactions 214 338 836 806 1380 706 937 789 4948 8227 15764 27096 45015

- Nontax Revenue 105 97 140 191 203 265 309 761 1750 3897 6850 8170 9609
- Grants 0 0 1 0 0 45 48 52 57 914 1620 3868 6037
Expenditure: 1439 1945 3018 4094 4672 79 8844 9220 15175 27485 47891 70659 99135
- Recurrent: 997 1308 2322 3335 4017 6329 »17 8029 13564 23326 38461 606833 80583
* Wges and Salaries - - - - - - - 2082 3743 5282 14524 26194 35920

- Develogment 441 637 695 760 595 . 1390 927 817 192 3368 7303 9826 18552
Net Lending 273 250 276 247 us 267 361 37 420 791 227 2667 4852
Special Efficiency 3000
Qurent Acoount Deficit -183 -233 -783 -1147 -1051  -3050 -3372 -2777 -333 -685 1850 12792 30463
Overall Budget Deficit -897 -1120 -17254 -2154 -1760 4707 -4659 -3968 ~4934 -4844 -7580 299 4059
Financing;: 897 1120 1754 2154 1760 47G7 4659 3967 4934 4844 7580 -299 -4059
- Internal Loans 1060 942 1904 1045 1470 4225 5614 3752 4247 3028 4058 5315  -2879
of which Bark of Ghana 605 646 1437 419 380 3226 1809 434 455 0 2083 -180  -5875

- Extermal Loens (net) -1 5 -6 -8 290 482 0 215 687 1816 3522 -5614 -1180
-163 174 -144 117 0 0 ~955 0 0 0 0 0 0

- Other Receipts

Somrce: World Bank

Note: 1979/80-1987 figiwes are preliminary actuals and subject to revisim.
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(Millions of Cedis; End Period)

Annex 2

SUIMMARY ACCOUNTS OF THE BANKING SYSTEM

Sept

1975 1980 1981 1982 1983 1984 1985 1986 1987 1988

Net Foreign Assets: 136 -358 -1160 -1024  -16676 -31440 -48702 -130656 -141707 -146244
Banking System 188 477 24 238 4031 9146 4610 5327 11140 9489
Net IMF Position -52 -119 -78 -59 -8405 -23388 -39359 113344 -137005 -139251
Post-1972 Payment Arrears - -537 -953 -1051 -10399 -15402 -12263 -18571 -10516 -11148
Pre-1972 Payment Arrears - -75 -54 -54 -335 -392 -209 - - -~
Participation Arrears - -104 -7 -98 -1568 -1404 -1481 -4068 -5326 -5334
Net Damestic Assets: 1280 8404 12943 16004 22601 39237 66464 94590 105334 93023
Claims on Covermment 903 6526 10655 11064 21059 24170 27176 29647 22220 17780
Claims on Public Entities 101 400 441 527 813 676 4795 5274 8610 9128
Cncoa Financing 188 1559 2950 5553 521 3580 13545 16889 16471 -
Claims on Non-Bank Fin. 72 74 107 129 200 897 13 - - -
Claims on Private Sector 865 943 1345 1562 2841 12153 21178 37455 46945 57706
Net Other Assets -849 -1098 -2555 -2831 -2833 -2239 -243 5325 11088 8409
Revaluation Account 16158 29930 41884 133135 179768 206880
Money and Quasi Money: 1374 7938 11637 14834 20495 34621 55625 85937 132263 142526
Money 991 6087 9415 11205 16411 27370 43950 65816 95042 101059
Quasi-Honey 384 1851 2222 3629 4084 7251 11675 20121 37za1 41468
SDR Allocation 42 108 146 146 1588 3106 4021 11132 11132 11132

Source: World Bank

Note:

1. For 1971-75, Net Foreign Assets valued at 1 Cedi = SDR 0.71842.
2. The series after 1978 is not strictly canparable with

that of the preceding period because prior data on arrears® payments

did not include arrears on service payment.
3. Excludes secondary banks up to 1983.
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Hote:

1/ Excludes staff loans, unpaid interest, cocoa marketing advances, and cousortium loans.

TABLE 9: CLASSIFICATION OF LOANS AND ADVANCES 1/ BY PURPOSE
(Millions of Cedis at End Period)
Sept
1975 1980 1981 1982 1983 1984 1985 1986 1987 1988
PRIMARY BANKS:
Agriculture, Forestry, Fishing 32.5 145.3 323.1 486.7 1105.4 2155.0 2897.4 4062.2 5920.1 5620.8
.Mining and Quarrying 6.0 49.6 124.8 205.8 238.9 234.0 470.9 629.4 727.5 973.0
Manufacturing 109.0 311.6 325.0 3a57.9 587.1 1366.8 2350.1 4545.4 6559.7 8871.2
Construction 44.5 168.4 241.0 309.0 411.5 716.2 959.6 1553.8 1742.2 3264.2
Electricity, Gas and Water 1.5 115.2 23.5 40.3 47.8 17.8 31.0 44.9 128.7 58.6
Cammerce and Finance:
Import Trade 33.9 25.5 40.2 37.0 78.2 275.4 778.8 2632.8 2899.9 3284.1
Export Trade 19.1 260.8 336.7 250.1 90.4 187.0 430.9 1263.9 2276.0 2206.3
Other 75.4 210.0 262.2 258.3 636.3 954.9 2363.2 3559.3 2860.9 4771.2
Transport and Cammnications 42.9 147.6 188.5 176.1 215.2 345.7 663.9 1129.1 1168.9 1863.4
Services 19.7 53.9 93.1 81.8 166.1 306.0 $78.4 1026.3 1391.8 3015.4
Miscellaneous 9.2 29.1 40.8 27.4 41.5 92.9 212.4 269.1 1355.2 535.5
Total: 393.7 1517.0 1998.9 2230.4 361e.4 6651.7 11736.6 20716.2 27030.9 34463.7
SECONDARY BANKS:
Agriculture, Forestry, Fishing 72.0 267.1 346.6 615.2 907.5 1624.1 2310.5 3414.1 4792.9 4729.8
Mining and Quarrying 7.2 11.7 26.9 37.2 183.7 263.5 489.3 807.9 1903.7 281.1
Manufacturing 27.2 171.0 303.7 277.3 781.5 1921.6 3696.3 6255.0 8912.5 12092.7
Constructiom 33.1 113.3 159.0 202.2 383.2 557.7 1058.2 2345.6 4525.2 3965.3
Electricity, Gas and Water 0.8 0.8 2.5 1.9 1.8 3.6 6.8 1.2 40.8 4.3
Camrerce and Finance:
Import Trade 0.6 4.6 6.0 5.4 29.2 32.3 211.9 298.6 603.9 1041.2
Export Trade 0.0 8.6 92.9 13.0 8.1 0.4 59.1 187.3 382.6 405.7
Other 22.4 42.1 54.2 35.1 47.5 220.1 457.1  1482.7 1456.3  3152.2
Transport and Cammnications 19.1 64.2 130.4 122.9 184.2 308.0 490.4 892.4 1358.1 2915.2
Services 6.6 43.6 88.7 93.2 81.6 227.7 646.2 1585.2 1745.8 2203.2
Miscellaneous 1.4 49.0 101.4 68.6 85.7 185.0 238.5 669.9 733.5 493.4
1Y
Total: 190.4 776.0 1312.3 1472.0 2694.0 5344.0 9664.3 17939.9 26455.3 31284.1
Souce: World Bank
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TABLE 10: INTEREST RATES

(End Period)
Sept
1975 1980 1981 1982 1983 1984 1985 1986 1987 1988
Bank of Ghana:
Rate of Govt. Stocks Fram 5.0 5.0 19.5 5.0 5.0 5.0 5.0 5.0 5.0 -
To 8.0 13.5 19.5 10.5 19.5 19.5 19.5 19.5 19.5 v -
Treasury Bill Rate 7.8 . 12.0 18.5 9.5 13.0 16.8 17.8 19.8 22.8 19.6
Other Advances 9.0 14.5 19.5 10.5 14.5 18.0 18.5 20.5 23.5 -
Bank Rate 8.0 13.5 19.5 10.5 14.5 18.0 18.5 20.5 23.5 26.0
Cammercijal Bank Rates:
Borrowing Rates:
Fixed Deposits:
3 Honths 7.6 12.1 18.3 8.5 11.5 14.8 16.8 - 18-22.0 18-22.0
6 Months 7.9 12.4 18.5 8.5 11.5 15.0 17.0 19.0 19-22.0 18-22.0
12 Months 8.0 13.0 19.0 9.0 12.5 16.0 18.0 20.0 22-22.5 19-22.5
24 Months - - - . - - - 19.0 22.0 21-23.0 21-23.0
Savings Deposits 7.5 12.0 18.0 8.0 11.0 14.5 16.5 - 19-22.0 18-21.5
Bill Discount Rate From: 7.8 14.0 25.5 12.0 - - - 18.5 - -
To: 8.5 14.5 25.5 12.0 - - 23.0 18.5 - -
Lending Rates:
Loans and Advances Secured by: .
Govermment Securities 10.5 16.5 25.5 12.0 16.5 16.5 20.5 - - -
Stocks in Trade 12.5 18.5 18.5 18.5 19.0 22.5 23.0 - - -
Immovable Property Fram 11.5 17.5 17.5 17.5 14.5 16.5 23.0 - - -
To 12.5 18.5 18.5 18.5 14.5 16.5 23.0 - - -
Bank of Ghana Guarantees Fram 11.5 15.0 15.0 15.0 16.5 20.0 20.5 - - -
To 12.5 15.0 15.0 15.0 16.5 20.0 20.5 - - -
Other Fram 12.5 17.5 17.5 17.5 19.0 22.5 23.0 - - -
To 12.5 18.5 18.5 18.5 19.0 22.5 23.0 - - -
Unsecured Loans From 12.5 17.5 17.5 17.5 19.0 22.5 23.0 - - -
To 12.5 18.5 18.5 18.5 19.0 22.5 23.0 - - -
First Ghana Building Society:
Savings Rates Fram- 5.0 8.0 8.0 6.0 6.0 8.0 - - NA NA
To 5.5 8.5 8.5 6.0 6.0 8.0 - - NA NA
Lending Rate Frum 10.0 14.0 14.0 10.0 10.0 15.0 23.0 22.5 NA 23.0
To - - - - - - - 23.0 NA 30.0
Source: World Bank
Note: Effective September 1987, a liberalized system of determining borrowing and lending rates

was introduced by the Central bank for all cammercial and secondary banks.
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TABLE 11: Ghana: Sectoral Distribution of Auction Funds, 1986-1987, 1988-Q1-Q3

1986
(9/19 - 12/31/86) 1987 1988 - Q1 Total 1988 - Q2 - Q3
Amount  Share of Amount  Share of Amount  Share of Amount  Share of Amount Share of
(USSM) Total I (US&i) Total 2 (UsSHi) Total 1 {USSM) Total 2 {USSM) Total 2
Agriculture 1.7 4.52 14.1 6.92 8.0 10.41 23.7 7.52 6.5 4.92
Transport 3.8 10.02 24.6 12.12 4.6 6.0 33.0 10.42 14.0 16.62
Health 2.9 7.82 11.0 5.42 3.0 4.01 17.0 S5.42 7.9 6.01
Utility 0.5 1.32 0.4 0.22 0.0 0.02 0.9 0.32 0.2 0.23
Tourism 0.2 0.61 1.2 0.62 0.0 0.0 - 1.4 0.42 0.0 0.0X
Cammerce 0.5 1.32 15.8 7.82 12.3 16.12 28.6 9.0 23.2 17.61
Industry 25.5 68.02 103.2 50.82 36.4 47.62 165.1 52.12 57.5 43.71
Textiles 4.4 11.72 16.3 8.02 4.1 5.32 24.7 7.82 - -
Brewery 2.5 6.61 8.9 4.4 2.9 3.81 14.3 4.52 -
Tobacco 1.9 5.0 7.0 3.42 2.3 3.02 11.2 3.52 -
Soap 0.5 1.22 6.0 3.01 3.1 4.12 9.6 3.02 - -
Plastic & Rubber 2.3 6.12 8.0 3.92 2.4 3.12 12.7 4.02 - -
Metal 2.9 7.82 12.0 5.91 2.6 ° 3.42 17.5 5.52 - -
Paper 1.6 4.37 6.2 3.01 1.4 1.82 9.2 2.91 - -
Others 9.5 25.22 38.9 19.221 17.7 23.12 66.1 20.82 - -
Energy 1.5 4.12 13.1 6.51 5.8 7.51 20.4 6.42 11.2 8.51
Timber 0.1 0.31 2.5 1.22 1.1 1.4 3.7 1.22 2.0 1.52
Construction 0.8 2.02 - 3.3 - 1.62 1.3 1.8 5.4 1.721 2.8 2.121
Non-Traditional Exports 0.0 0.02 0.9 0.52 0.0 0.02 0.9 0.32 0.0 0.02
Informat ion 0.0 0.02 1.9 0.9 0.3 0.42 2.2 0.71 0.0 0.02
Mining 0.0 0.01 0.4 0.22 0.0 0.02 0.4 0.12 0.1 0.12
Financial Institutions 0.0 0.0 7.8 3.82 3.5 4.5 11.3 3.52 2.1 1.62
Education 0.0 0.02 0.0 0.02 0.0 0.021 0.0 0.0 0.0 0.02
Food Inports 0.0 0.02 2.3 1.12 0.0 0.02 2.3 0.72 0.0 0.01
Miscellaneous 0.0 0.0 0.6 0.32 0.2 0.2 0.8 0.22 4.1 3.12
Grand Total 37.6 100.02 203.1 100.02 76.5 100.02 317.2 100.02 131.6 100.02

Source: World Bank
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TABLE 12: CONSUER PRICE INDEX NUMBERS (1977=100)
Weight CATEGORY 1979 1980 1981 1982 1983 1984 1985 1986 1987
100.0 Carbined Index 267.3 401.2 868.6 1062.4 2357.4 3304.2 3647.2 4543.1 6352.0
49.2 Food 257.7 392.5 828.5 1125.4 2754.6 3058.5 2717.7 3268.8 4527.1
6.2 Beverage and Tobacco 317.8  514.3 1178.8 1059.2 2302.8 3907.2 4801.5 6369.4 B8826.9
19.2 Clothing and Footwear 283.8 398.6 926.7 1049.0 2085.5 3604.3 4643.7 5732.6 8373.7
6.8 Rent, Fuel, and Power 185.3  297.8 643.2 691.0 1721.9 3142.7 3372.8 4807.3 6740.6
5.1 Furniture and Furnishings 287.2  471.8 1207.0 1256.4 2429.1 4765.2 S404.0 6829.0 9703.9
1.8 Medical Care and Health 280.8 435.8 727.1 995.5 1991.6 3143.8 4100.2 4754.5- S908.9
4.3 Transport and Canmmications 247.0 398.8 789.0 796.7 1608.4 3081.4 4741.5 6364.6 8551.8
5.5 Recreation and Entertainment 315.1 404.4  744.2 1019.6 1406.6 2660.6 4435.3 5317.0 7253.9
1.9 Misc. Goods and Services 320.7 431.1 890.2 1167.0 2255.1 3919.7 4987.1 5917.2 7543.9

Source: World Bank
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TABLE 13: MINIMM WAGE: DATLY WAGE AND INDICES OF NOMINAL AND REAL WACES

TTEM 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

Minimm Wage:
Cedis Per Dey 2.0 2.0 3.0 4.0 4.0 5.3 12.0 12.0 25.01/ 35.02/ 7.0 90.0 90.0
Index Nominal Wage (1977=100) 66.7 66.7 100.0 133.3 133.3 177.7 400.0  400.0 B33.3 1166.7 2333.3 3000.0 3000.0
Index Real Wage (1977=100) 225.4 144.2 100.0 77.0 49.9 44.3 46.1 37.7 35.2 35.3 64.0 66.0 47.2

Saurce: World Bank

Note: 1/ from April 1963
2/ fram April 1984,
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Table 14

GHANA EXPORT PROMOTION COUNCIL

DESTINATICN OF GHANA'S NON-TRAD(TIQMAL EXPORIS

1984~ 1988
] 322
8Y COUNTRY
VALUE:IN 1000 U.S.OOLLARS = eececsec-es
PROVISIONAL
] 1986 | 1987 | 1988
| J |
OESTINATION/COUNTRY |  VAWE | b3 |  VvAWE | b3 |  VALUE | %
| | I | | |
I | I | | |
fOTAL MON-TRAD, EXPORTS | 23,762.16 | | 27,963.81 | | 42,366.64 |
2= | | | | I |
OF WHICH | | { | | |
........ | | [ I | |
AGRICULTURAL PRODUCTS | 17,816.82 | 100.00%| 18,788.7% | 100.00%| 27,059.58 | 100.00%
TevepTVETETTRSTRSRTRRTY l l I l I :
OF WHICH | | | | | |
------- I I I | | I
EEC :TOTAL | 3,927.66 | 22.04%| 6,361.85 | 33.36%| 5,06%.62 | 20.93%
HOLLAND | 2,087.59 | 11.72%] 2,560.38 | 13.63%) 3,063,121 11,25%
SPALN | 1,301.40 | 7.30%| 2,281.61 | 12.14%) 1,169.81 | 4.32%
UKITED KINGDOM ] 499.97 | 2.81%| 867.31 | 6.42%| 929.39 | 3.43%
FRG 17.54 | 0.10%} 371.94 | 1.98%| °  251.38 | 0.93%
BELG UM 5.10 | 0.03%) 38.63 | 0.21%| 178.42 | 0.66%
[TALY | 0.55 | 0.00%| 126.95 | 0.67%| 62.87 | 0.16%
FRANCE | 15.29 | 0.09%| 115.57 | 0.62%| 27.38 | 0.10%
DENMARK - - | 1.26 | 8.01%| 21.25 | 0.08%
I I | | I
OTHER OEVELOPED COUNTRIES:TOT| 13,356.72 | 74.97%| 11,756.75 | 62.57%] 6,025.79 | 22.27%
USA | 13,237.42 | 74.30%| 11,356.36 | 60.64%| 5,507.86 | 20.35%
SWITZERLAND 106.97 | 0.60%| 380.11 | 2.02%] £23.07 | 1.66%
FINLAND - - | 7.3 | 0.04%] .72 0.13%
JAPAN | 3.67 | 0.02%| 8.26 | 0.04%| .68 | 0.09%
SWEDEN ] - - | - - | $.89 | 0.02%
CANADA | 8.27 | 3.05%| 1.43 | 0.01%| 3.60 | 0.01%
NORWAY | 0.39 0.00%| 2.89 | 0.02%| .73 ] 6.01%
AUSTRIALIA | - < | -} - 0.57 |  0.00%
AUSTRIA | - - | 0.38 0.00%| 0.00 | 6.00%
|
ECOMAS :TOTAL , 504.51 2.&32{ 632.64 33X 3, 77168 | 13.94%
COTE D'IVOIRE [ 1.32 | 0.01%| 31.81 0.17%| 2,869.7V | 9.37%
NIGERIA | 400.68 | 2.59%]  489.59 2.61%| T75.16 | 2.86%
0G0 | 41,49 0.232] 109.78 0.58% 262.08 |  0.39%
BEMIN | . - - - 7619 | 0.27%
GAMBIA | - - | [ 0.00%| 6.06 | 0.02%
LIBER[A | 1.02 | 0.01%| 7 0.01%| 2.50 | 0.01%
SENEGAL ] . - | . 1.59 | 0.01%
BURKINA FASO | . -} - . 0.19 | o0.00%
| I I I
OTHER AFRICAN CGJNTRIES:IOI‘AL} 0.00 } 0.00%| 0.67 | 0.00%] 178,42 | 0.66%
LIBYA ! - - | - -] 176.98 | 0.45%
GABON | - - [ - 1.te | 0.01%
ZANB 1A ! | -] < - | < -
KENYA | | - 0.47 | 0.00%| ]
Source: Ghana Export Promotion Council
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Table 14 (Continued)

| 1986 ] 1987 | 1988

| | !
DESTINAT[QN/COUNTRY | VALLE | X | vAWE | X | VAWE | b

| | | I | |

OTHER COUNTRIES:TOTAL | 28.15 | 0.16%| 37.¢0 | 0.20%) 11,418.36 | 2.20%
PUERTO RICO [ -] - | - - | 5,832.58 | 21.55%
LAS PALMAS [ - - | - - | 5,498.00 | 20.322
HONG XONG | 13.27 | 0.07%| 66 | 0.04%]| 56.75 | 0.21%
SINGAPORE | - - .19 | 0.01%| 30.66 |  0.11%
MEX1CO | 0.18 | 0.00%| | < 0.19 | o0.00%
KUMALT ! 12.17 | 0.07x] | - 1 0.12 | 0.00%
MALTA | | - - - | 0.06 | 0.00%
SAUD! ARABIA | 2.55 | 0.01%| - - 0.03 | 0.00x
CHINA ! - - 25.33 | 0.13%| - -
INOIA | - - 0.27 | 0.00%| - -
TAIVAN | - - 1.97 | 0.01%] < -

I I I | I

PROCESSED & SEM! PROCESS.TOT.| 5,916.26 | 100.00%| 9,1°2.21 | 100.00%| 15,228.98 | 100.00%

LAA LAl AL LI T P T 22 T l | l | ] l

OF WHICH | | | A [ |

"""" | | I I i I

EEC :TOTAL | 3,618.67 | 57.80%) 4,8.2.46 | 52.70%| 6,751.00 | 44.%0%
uK | 1,233.16 | 20.85%| 2,1.9.48 | 23.15%| 3,820.48 | 25.09%
AOLLAND | 2,076.52 | 35.08%] 1,833.38 | 20.67%| 925.85 | 6.08%
FRG | 106.43 | 1.80%| 215.37 | 2.67%] 853.86 | 5.61%
ITALY | - . - -] 36733 2.41%
SPAIN | - | - 157.96 | 1.51%) 331.67 | 2.18%
[RELAND | - | - £2.01 | 0.68%| 220.03 | 1.64%
FRANCE | < - 180.18 | 1.98%| 140.39 | 0.92%
DENMARK | 4.58 | 0.08% 23.81 | 0.23%] 89.96 | 0.59%
BELGIUM | - - 183.29 | 2.01%| 11.45 | 0.08%

| I | | I

OTHER OEVELOPED C*TRIES:TOT. I S37.93 | 9.10%| 555.65 | 6.10%) 3,282.41 | 21.<2%
USA ] 537.87 | 9.09% $36.90 | 5.89%| 3,192.71 | 20.96%
FINLAND | < - - - 3.581 | 0.16%
SWEDEN | - | - 18.65 | 0.20%] 22.65 | 0.15%
CANADA | 0.06 | 0.00%| 0.10 | 0.00%| 16.90 | 0.09%
SWITZERLAND | - - - | - 9.4% | 0.06%

| I I |

ECOWAS: TOTAL | 1,069.34 | 18.08%] 3,08 .70 | 33.82%| 3,835.34 | 23.87%
8/FASQO |  460.19 | 7.78%| 65 °.70 |  T.66%|  868.7S | 5.5T%
COTE O*{VOIRE [ 5.74 0.10%]  657.69 |  7.22%|  845.58 |  5.55%
NIGER | 164.76 2.79%{  755.30 |  8.29%|  811.36 |  5.33%
1060 | 31917 | 5.60%| 518.99 | 5.469%] 675.36 | 6.63%
MIGERIA | $8.53 |  0.99%|  326.66 |  3.56%| 329.87 | 2.17X
MALL | - - 5.72 | 0.06%| 45.72 |  0.30%
BENIN | 35.04 0.59%] 14| 1.25%] .70 | 0.28%
GAMB A | 0.00 | 0.00%| 1,91 | 0.02%| 17.62 | 0.12%
LIBERIA [ 25.30 | 0.43%] 2.93 | 0.03%| .27 | 0.09%
SIERRA LEONE ] - - | 2,43 | 0.03%| 3.6 | 0.02%
SENEGAL | 5,63 | 0.01%| 0.26 | 0.00%| 0.45 | 0.00%
GUINEA | - - - | < 0.11 | 0.00%

I | I I [

OTHER AFRICAN COUNTRIES:TOT,. i 0.00 | 0.00%| 0.00 | 0.00%| 7.0& | 0.05%
CONGD | - - - - 3.53 | 0.02%
GABON | - - - - 3.90 | 0.02%
“OZAMB [ QUE | - - - | - 0.50 | 0.0c%
AMB 1A | - - - - 0.01 | 0.00%

Source: Ghana Export Promotion Council
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Table 14 (Continued)

] 1985 | 1987 ] 1988
| - |
JEST!NAT {ON/COUNTRY | vALWE | X | vAWE | X | VAWE | %
_— | | | | |
CIMER COUNTRIES:TOTAL | 838,32 { 15.02%| 673.40 | 7.39%| 1,563.18 |  10.26%
ZUBA | - - - -} 1,029.45 | 6.76%
SCUTH KOREA ] - | - - 262.22 | 1.59%
TAIWAN | 28.94 | 0.49%| 116.70 | 1.26%) 233.13 | 1.53%
HONG KONG | - - | - | - | 57.94 | 0.38%
SALO! ARABIA | - - - - 0.43 | 0.00%
RAOMAN A ] 859.38 | 14.53%| 558.70 | 6.13%} | 0.00%
| I | |
AAND [CRAFT {TEMS:TOTALS } 31.08 | 100.00%| 61.89 | 100.00%| 57.79 | 100.00%
TsvewOerTeETYTYTSYRRSYTUSY | l l ) I | ;
IF WHICH | | | | | |
e I | I I I I
ZEC :TOTAL | 22.85 | T73.52%| 32.98 | 53.29%} 17.60 | 30.46%
FRG | 19.03 |  61.23%| 3.87 | 6.25%| 8.66 | 14.99%
UNITED KINGDOM | 3.82 | 12.29%] 1.7 | 1.84%] 8.62 | 14.57%
HOLLAND | - | . [ 0.26 [ 0.39%| 0.26 | 0.41%
BELGIUM | - - | 27.59 |  &.58%| 0.18 | 0.30%
DENMARK | . - | - - 0.1 | 0.19%
FRANCE | - - 0.14 | 0.23%] -} .
I | | I | I
OTHER DEVELOPED COUNTRIES:TOT| 8.05 | 25.90%| 19.76 | 31,90%| 33.26 | 97.56%
USA | 8.0 25.90%) 18.71 | 30.23%| 28,52 |  49.36%
CANADA | - - | 1.03 | 1.66%} 3.35 | 5.66%
AUSTRALIA | - - - - 0.57 | 0.98%
SWITZERLAND ] | - | - -] 0.21 | 0.35%
SWEDEN | - - | - | - 0.12 | 0.20%
I I ! [ |
SCOMAS (TOTAL [ 0.18 | 0.58%} 9.00 | 14.56%| 4.13 | 7.15%
T0GO | 0.06 0.19%| 4.60 | 7.43%| 2.30 |  3.98%
COTE 0'IVOIRE | - - | 0.36 |  0.55%| 1.57 | 2.71%
GAMB A 0.05 0.16%| - - 0.18 | 0.31%
LIBERIA 0.07 | 0.23%| 0.30 | 0.48%) 0.05 | 0.09%
8/FASQ | - - - - | 0.03 | o0.06x
NICER(A - - 3.58 5.78%| - | -
MALL - | - 0.18 0.29%| - | -
| | : | |
OTHER AFRICAN COUMTRIES:TOT 0.00 | 0.00%| 0.00 | 0.00%| 1.2 | 2.14%
KENYA - . - - 0.9¢ | 1.63%
LESOTHO - | - - - 0.30 | 0.51%
! ! I |
OTHER COUNTRIES:TOTAL 0.00 | 0.00%| 0.17 | 0.27%] 1.56 | 2.69%
TAIWAN - - - -1 1.56 | 2.69%
1SRAEL - - 0.17 0.27%| < -
! I

...............................................................................................

Source: Ghana Export Promotion Council
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(Percentage Share)

TABLE 15: VALES (F EXRCRTS BY CONIRY OF CONSIGNMENT

1985
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ANNEX III
EVOLUTION OF GHANA'S ECONOMIC POLICY®

Ghana became politically independent at a time when
industrialization was generally considered a key factor in the
modernization and development process. This was because of the
belief that both backward and forward linkage effects are more
powerful in industry than in agriculture. Therefore the industrial
sectors with their powerful linkages with other sectors of the
economy, are in a more favorable position to induce the expansion
of other sectors and even help the initiation of new industries.
Thus it was believed that an industrialization policy geared
towards import substitution would induce faster growth and
development than would a policy which favored expansion of primary
exports through specialization according to comparative advantage.

On attainment of political independence therefore, Ghana
embarked upon an ambitious industrialization programme aimed at
transforming her predominantly agricultural economy within the
shortest possible time. The strategy was import-substitution
particularly in the basic industries and the emphasis was on large
investments in the latest technology with the state pilaying a
leading role. The government took active part in the economy by
investing directly in large state enterprises. Public sector
involvement in industry was therefore carried out through the
establishment of parastatal bodies.

The stated objectives of industrialization were to exploit the
country's vast natural resources; form a base for the development
of other sectors of the economy; create jobs for the country's
growing labor force; satisfy the basic needs of the population;
assimilate, promote, develop and disseminate technologies and
skills; modernize the society; and promote economic independence
or self-sufficiency. The package of policies pursued by the
governments, particularly in the 1960s and 1970s, were aimed at
producing at home what was hitherto imported. This strategy was
promoted by the use of a wide range of administrative controls such
as import licensing, exchange controls, official determination of
the rate of exchange, quantitative restriction on imports, and
tariffs favorable to domestic production.

* Prepared by Ebenezer L. Nyakotey, Rutben & Associates, Ltd.,
Accra, Ghana.
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During the 1951-1966 period, Ghana experimented with two
different sets of economic policies:

(1) Firstly, the government attempted to accelerate growth
and development through specialization in primary
commodity exports. Since international trade
accounted for a large share of foreign and domestic
revenues, the government in the fifties pursued policies
designed to attract foreign investment into all sectors
of the economy in order to promote growth and
development.

(2) Secondly, in the sixties, the wiuole philosophy of
economic development changed and was focused on
government-promoted industrialization through import
substitution. The fundamental objective was to achieve
a high and sustained rate of growth, create an efficient
and diversified industrial sector, and to reduce to a
minimum the dependence of the economy on imports. It was
felt that such a development strategy would lead to less
dependence on traditional exports for growth and
development. It was also felt that lags in export
incomes due to fluctuations in world prices of primary
products would inhibit economic development to a lesser
extent.

Economjc Policies in the 1950s

At the beginning of political independence on March 6, 1957,
Ghana (then called the Gold Coast) inherited an economy dominated
by private production for exports and dependent on international
trade. Ghana furnished Europe, especially Britain, with raw
materials, and received manufactured goods in exchange.

The 1950s were marked by infrastructure development, including
the building of roads and communications and the building of
hospitals and schools; the provision of public services; and an
appropriate regime of tax incentives to encourage private
initiative. The first 10-year Development Plan 1951-1960 (later
converted to first Five-Year Plan) allocated 88.2 percent of
planned total expenditures to social services and infrastructure
as compared to 11.8 percent to agriculture and industry./1 The
basic principles underlying government economic policies in the
1950s may be found in a report submitted to the government by
Professor Arthur Lewis, then Professor of Economics at Manchester
University, London, England in 1950./2 This development philosophy
stemmed from the belief that infrastructural development is the key
to economic development. Thus, government directed its efforts
towards expanding the economic and social infrastructure: building

2



new roads and repairing old ones; expanding communication systems;
building new hospitals, offices, hotels and schools; and providing
supporting services to encourage private initiative through
inducements for private entrepreneurs, particularly foreign private
entrepreneurs./3 )

This emphasis on encouraging private foreign entrepreneurs in
particular stemmed from the Lewis Report which stressed that the
early stages of industrialization are wusually based on the
contribution of foreigners with the necessary knowledge and capital
and on the conviction that industrialization would be impossible
without bringing in the requisite knowledge and capital of
expatriates./4

An equally important policy goal stressed by the government
in the 19508 was the development and improvement of agriculture.
It was believed that the most certain way to promote
industrialization would be to lay the foundation it required by
taking vigorous measures to develop agriculture in order to:

1. provide both the market for industry and industry's
labor supply and;

2. raise food production per person and agricultural
productivity in general to satisfy the large and
increasing demand for food. It was believed that
agricultural development would be the surest way to
provide the market, the capital, and the labor for
industrialization.

The goals of government policy in the 1950s are reflected in

the various government development plans in this period, and may.

be summarized as follows:

1. the development of infrastructural facilities, both
economic and social;

2. industrial development based on agricultural
developnment;

3. the leading role of private entrepreneurs in directly
productive activities; particularly foreign private
entrepreneurs, aided by government provision of economic
incentives; and

4. gradual industrial development restricted to a limited
number of pilot industries which were to be handed over
later to private enterprise.

In short, policies of the government in the 1950s were all
intended to promote economic growth through encouragement and

3 .



inducements to private initiative. The choice of policies was
aimed at promoting economic growth indirectly rather than the State
investing in directly productive activities.

Qv o 7

The whole philosophy of government economic policy for
accelerating growth and development shifted from one of
encouragement of private initiative in the 1950s to one of
pervasive public production in the 1960s. The outward-oriented
economic policies of the 1950s were replaced by inward-oriented
economic policies based on an import-substitution strategy of
development combined with the expansion of the public sector. The
aims of the new economic policies as reflected in the government's
Seven-Year Development Plan (1963/64 - 1969/70) were to:

(1) manufacture in Ghana those goods which were previously
imported, especially consumer goods, to meet the
requirements of the domestic market. The emphasis of the
new policies was on direct public investment and
direction of the economy.

(2) maintain economic independence of the outside world,
and Western Europe in particular, for those
manufacturing goods that could be produced in Ghana.
"Every time we import goods that we could manufacture,
if all the conditions were available, we are continuing
our economic dependence and delaying our industrial
growth"./5%

(3) reduce the country's economic vulnerability by
lessening its dependence on mono-crop agricultural
exports as the means for economic development; and

(4) increase employment opportunities for the growing
population through the establishment of manufacturing
1960s were, however, more economic than political. The
change can be attributed to three principal influences:
industries at home and to diversify the structure of
production in manufacturing.

The reasons for the change in government economic policies in
the 1960S were, howaver, more economic than political. The change
can be attributed to three principal influences:

(1) the decline in both foreign exchange reserves and
domestic revenues because of the falling world prices of
cocoa, Ghana's chief export;



(2) the need to raise economic growth rates and increase
employment for a growing population and labor force;
and

(3) the failure of foreign private capital to respond to the
various economic incentives provided by the government
during the 1950s.

There was a continuous decline in the country's foreign
exchange reserves position particularly in the 1960s. Exports and
imports at that time constituted about 46 percent of gross domestic
product (GDP) in Ghana. Thus, not only was Ghana's ability to
import dependent on her ability to earn foreign exchange but also
government revenues depended on export taxes and import duties.
Between 1957 and 1960, there was a continuous yearly decline in
the world market in the unit price of cocoa. This continuous
decline in the world price of cocoa at a time of accelerated
investment by the government, especially in the infrastructural
sector, was a principal cause of the decline in foreign exchange
reserves and the persistent unfavorable balance of trade during
the period. The decline in the world price of cocoa led the
government to believe that there was no future for the country's
economic growth through expansion of exports of the country's
primary products.

The second reason for the shift in government policy was the
need to increase employment opportunities by the government. This
was shown by the increasing rate of growth of the population and
the increasing rate of unemployment of the labor force. It was
felt that import-substitution, especially of consumer goods, would
increase employment opportunities. The final reason for the shift
in government economic policy was the failure of foreign private
capital to respond to government incentives. Despite favorable
conditions created by the government, net foreign inflow of capital
showed a general decline since 1957./6

The political factors accounting for the shift in government
policy could form the subject of a whole study and are not
discussed here in detail. However, there seems to be evidence to
suggest that in the 1950s, the Government of Ghana could not have
afforded politically to initiate the economic policies that it
adopted in the 1960s. The need to consolidate political power and
to unite the country as well as the need to create a "favorable"
image in the international community made it unwise for the
government to introduce "radical" government economic policies at
the beginning of political independence. It could, therefore, be

argued that the open-door policies of the government in the 1950s

were, in part, the result of some of these non-economic
considerations.



DEVELOPMENT STRATEGIES IN THE 1950S AND 1960S

The Ghanaian Government formulated five Development Plans in
the 1950s and 1960s for the economic development of Ghana. The
government's development strategies in these periods may be
determined by examining the changing percentage allocation of
government expenditures to various sectors of the economy since
these changes may be taken as indicative of government's sectoral
priorities.

An examination of government development plans reveals that
the priority concern of government in the 1950s was to concentrate
its resources on "“support service", i.e. physical, social, and
economic, and to aid private investors to operate in the directly
productive fields of agriculture and industry through the provision
of tax incentives. This emphasis on infrastructural support is
borne out by the percentage allocation of planned investment
expenditure (see Appendix 2). Under the first ten-year development
plan, economic and production services and other infrastructural
develcpment services (Appendix 1) accounted for 85.2 percent of the
government development budget.

Of the total estimated planned investment expenditures, only
35.1 percent was to be financed from loans and grants, with the
remaining 64.1 percent was to be financed from domestic financial
resources. This reliance on domestic financial resources for
economic development had been one of the major distinguishing
features of economic policy in Ghana in the 1950s. This is in
contrast to the 1960s when borrowing from external sources was
resorted to in order to maintain intended levels of government
expenditures.

The 1950s also stressed the importance of agricvltural
development to the overall economic development of Ghana. However,
despite pronouncements to this effect, the agricultural sector
received only five percent of government budgeted expenditures
(Appendix 3).

The second five-year development plan was launched in 1959
after a two year period of consolidation. Estimated planned
expenditures increased by 373.0 percent over the first five-year
plan. Under this plan, there was a relative decline in the
emphasis placed on infrastructural development and allocation to
education sector, but an increased emphasis was placed on industry.
agriculture received only 6.5 percent of total planned government
expenditures.

Vv
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Government development strategies of the 1960s were basically
to:

(1) secure for the public sector control over resources
of the country and to direct investment; and

(2) substitute domestic production for previously
imported merchandise.

The strateqgy of government encouragement and inducement to private
initiative was shifted to government direct participation in and
control of the economy. The Seven-Year Development Plan formulated
during this period (1963/64 - 1969/70) was different in one
fundamental respect from the previous development plans: it was
formulated within the framework of a political philosophy which
emphasized socialism as the only way of accelerating economic
growth and its equitable distribution. The Seven-Year Plan showed
a sizeable increase in total investment by the government. This
is explained by reference to the desire of the government to
achieve the fastest rates of growth within the shortest possible
time. Investment in directly productive activities received
greater emphasis under this plan, with emphasis on expansion of the
"industrial base of the economy through the establishment of state
enterprises. Under this plan investment in industry received one-
fifth of total planned investment.

The period of the 1960s was also characterized by the
imposition of administrative controls. The problems faced by the
country due to the falling world price of cocoa at a time of
accelerated development expenditures, and the consequent balance
of payment ©problens, resulted in the establishment of
administrative controls and import restrictions as well as
restrictions on foreign exchange transactions. These
administrative controls and restrictions were aimed at creating an
internal market protected by high customs duties and import quotas,
thereby enabling the nascent industries to produce substitutes for
commodities which were previously imported.

Although primarily it was the need to strengthen the country's
balance of payments position that necessitated the institution of
administrative controls in the first place the controls were also
used to achieve the following objectives:

(1) to regulate the flow and composition of imports into
the country with a view to excluding the importation
of "non-essentials".

(2) to give preference to the public sector over the
private sector in the rationing of scarce resources
needed for production; that is they were used as a means
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to increase the power of government to contrnl and direct
the economy.

(3) to increase trade with the socialist countries and to
change the geographical origin of imports. In addition
to physical controls, tariffs were also used to
achieve the objectives of the new development policies
enumerated above. The tariff s“ructure created
incentives for production for the domestic market and
discriminated against production for export.

The choice of state socialism as a strategy for economic
development explains the expansion and predominance of the public
sector in economic activity in Ghana during the First Republic
(1960-1966), an activism that has remained a dominant economic
characteristic down to the present time. For example in 1961 alone
the government established 63 state enterprises, with 500 more
envisaged under the country's Seven-Year Development Plan (1962/63
- 1969/70). The establishment of state enterprises was part of a
conscious government policy to invest in activities that would
accelerate economic  growth, facilitate efficient public
administration, and achieve social transformation.

THE PERIOD OF THE INTER-REG T CON UBLIC
(1966 - 1972)

After the overthrow of the First Republican Government (1960-
1966) by the Ghanaian military in a coup d'etat in February 1966,
the National Liberation Council (NLC) was established in February
1966. The NLC government pursued a policy of stabilization of the
economy. The Second Republic Administration that succeeded it in
1969 pursued a laissez-faire economic philosophy that emphasized
free enterprise and de~emphasized the role of the state in economic
activity. Overall the policy was to encourage the private sector
and particularly indigenous Ghanaian initiative through legislation
that reserved certain economic activities for Ghanaians.

In 1968, the NLC passed the Ghanaian Enterprises Decree

(1968) . This law marked the first direct attempt to open the way
for local participation in certain sectors of the economy in post-
independence Ghana./8 Under this 1law certain small-scale
commercial enterprises were reserved solely for Ghanaian nationals.

The Ghanaian Business (Promotion) Act 1970 superseded the 1968
Decree. The purpose of that law was to wrestle the control of
certain areas of commercial activity from domination by aliens and
place it in the hands of Ghanaians. The law sought to restrict
certain economic activities to Ghanaians in accordance with a
schedule that excluded aliens from petty trading and from
undertaking certain activities in the retail and wholesale trade
sectors. Indigenization under both the 1960 and 1970 laws related

8
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mainly to individual small and medium scale operatlons. These two
laws affected only resident expatriates (Levantine and Indian
businessmen and other immigrant communities from neighboring
African countries); it did not affect branches and subsidiaries
of multinational companies.

Two participation decrees promulgated in 1972 affected the
multinational companies. Under these two acts of leglslatlon, the
state acqu1red a 55 percent equity shares in all mining and timber
operatlons in Ghana. Under both laws, however, management was left
in the hands of the minority partners of the joint-venture (the
foreign partners). Under other two subsequent laws, the Investment
Policy Decree 1975 and the Ghanaian Enterprises Development Decree
(1975), national development by self-reliance was emphasized
through the "use of legislative power of the State to capture the
commanding helghts of the economy and to sustain its growth"./9
Thus for the brief period of 1966-1971 when the ideological
philosophy of development emphasized free enterprise and laissez-
faire development strategies, the orientation of Ghanaian
development philosophy over two decades was towards state control
of the economy.

From the overthrow of the Second Republlc Administration in
January 1972 until the launchlng of the economic policies under the
Economic Recovery Programme in 1983, there has been a continuous
trend of nationalistic sentiments remlnlscent of the period of the
First Republic. Accordingly, almost throughout the history of its
economic development strategy, government participation in the
economy, control of foreign investment, and restructuring of
corporate relationships with foreign investors have constituted the
basic philosophy of Ghana's economic management.

The central objectives for the achievement of growth and
development in the Ghanaian economy through a Government-supported,
1mport-subst1tut10n strategy of industrialization, were to exploit
the country's natural resources; form a base for the development
of the other sectors of the eccnomy; create jobs for the country's
growing labor force; satisfy the basic needs of the population;
assimilate, promote, develop and disseminate technologies and
political independence. Outstripplng real rates of growth of all
other sectors, performance in the industrial sector was the leading
force behind the high over-all growth rate of GDP in the early
1960s. However, after reaching its peak in the mid-1970s, the
industrial sector began to decline steadily until 1983 when its
skills to modernize the society; and promote economic independence
and self-sufficiency.

As a result of the vigorous policies pursued by the Government
towards the growth and development of the industrial sector at the
early stages of political 1ndependence, the industrial sector
exhibited strong growth performance during the first decade of



contribution to the country's GDP was barely 8 percent. The value
of output of the industrial sector in 1976 was 1.54 billion cedis
as compared to 700 million cedis in 1983, representing a drop of
55 percent. Between 1963 - 1970, the industrial sector grew by
about 13 percent per annum. Between 1970-77, however, it stagnated
at about 10 percent per annum only to assume its downward decline
to the level of 8 percent reached in 1983.

Some progress was therefore made as a result of Ghana's
vigorous industrial promotion efforts. The industrial sector for
almost two decades (1960-1977) was the leading sector stimulating
and promoting growth elsewhere in the economy. The manufacturing
sector's output to GDP rose from 10 percent in 1960 to 14.0 percent
in the mid 1970s and 13% in real terms. The sector's output,
however, began to experience a decline in the mid-1970s,
particularly after 1977, because of foreign exchange shortages
due to a fall in export earnings. Consequently, the share of
manufacturing output to GDP declined from its peak of 14 percent
in the mid-1970s to about 5 percent in the early 1980s. Average
capacity utilization in the industrial sector _stimated at between
43 percent and 52 percent during the 1970/72 and 1975/77 period,
recorded a sharp decline and fell to 21 percent in 1982. The
growth performance was even worse in the 1light industries of
textiles, garments and rubber sub-sector.

Although employment in large-scale manufacturing enterprises
doubled during the 1960s its contribution to employment creation
was minimal considering the amount of investment made in that
sector. Of the estimated 3.5 million work force in 1970 only 1.6
percent were employed in large scale manufacturing although that
sector took some 10 percent of capital formation. Scarcity of
consumer goods put pressure on prices resulting in a decline in
real wages and an accompanying fall in the standard of living.

According to the 1968 input-output table (the 1latest
available), the manufacturing sector has done little to stimulate
incomes and output in other sectors of the economy. Manufacturing
industry's purchases are estimated to have taken only 3 percent of
agricultural output, 12 percent of forestry output, 29 percent of
fishing, and 7 percent in mining and quarrying output in 1968.
Likewise inputs from the manufacturing sector to the above-
mentioned sectors have been minimal and there was little productive
interaction within the manufacturing sector itself. The only
linkages of significance between the manufacturing and other
sectors was with the service sector, particularly the
transportation and construction sub-sectors. Thus domestic
production had generally replaced imports with 1little use of
domestic resources.

Although no recent data are available on inter-sectoral
relationships, the high dependence on imported inputs to industry
does not appear to have changed significantly. The industrial
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sector on the whole therefore has failed to meet the aspirations
of the government. It has failed to play a leading role and has
become a lag sector failing to create jobs and higher standard of
living for those it has employed. The economy has also become more
dependent on external resources now than it was at the time of the
beginning of the industrialization efforts.

The poor performance of Ghana's industrial sector after its
strong initial surge was reflected in the under-utilization of its
established capacity. In the mid-1970s average industrial capacity
utilization was 52 percent compared to an all time low of 18
percent in 1984. The excess capacity problem in the industrial
sector still persists today. Labor productivity in industry, like
all other indicators of industrial performance, also declined by
43 percent between 1977 and the beginning of the 1980s.

Employment creation in the large establishments failed to
correspond to the massive investment that went into their
establishment because of the capital intensive nature of the
investments. The small-scale and private enterprise sectors were
the only sub-sectors which provided some employment to the growing
labor force. Exports of industrial output were minimal and were
dominated by export commodities such as aluminum products. Exports
from the sector were low both in terms of volume and value and had
been inhibited mainly by the distorted incentive structure created
by administrative controls and the over-valued exchange rate.

The poor performance of the industrial sector during the mid
1970s and early 1980s was principally due to inappropriate economic
policies pursued by various governments. The result of these
policies was to inhibit the ability of the Ghanaian economy to cope
with the changing external economic environment and the inter-
related problems of capacity under-utilization, high unit costs,
low productivity, widespread inefficiency and low competitive
position in international markets.

The structural imbalance and poor performance in the
industrial sector reveal the following structural weaknesses.

(a) Input requirements for full capacity production far
outstripped the amount of foreign exchange available.
This was due to import dependence on external inputs for
industrial production which was the result of the
strategies adopted for industrial development and
accentuated by trade and exchange regimes of governments
over the period.

(b) A divergence between full capacity production and the
size of the domestic market for many industries. This
occurred as a result of excessive regime of protection
and an incentive system which encouraged the creation of
new capacity rather than rehabilitation.
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(c) The insufficiency of availability of domestically
produced raw materials compared to the domestic
processing capacity created.

HE ECONOMIC cov

It was in response to the above described economic malaise
that the Ghanaian Government introduced a body of economic policy
measures in 1983, the so-called Economic Recovery Programme (ERP),
intended to arrest a further decline of the country's economic and
financial situation. The programme is intended to remove the
serious cost/price distortions in the economy and to realign
relative prices in favor of the productive sectors of the economy.
The ERP includes exchange rate adjustmen*s to be determined through
the market mechanism, trade liberalization, improved public sector
management, and structural reforms.

The policy measures to be undertaken are embodied within a
Structural Adjustment Programme (SAP) intended to remove structural
bottlenecks, improve resource allocation and to create an efficient
and well integrated economy. The SAP emphasizes increases in
production through increased utilization of existing capacities
while developing an appropriate policy framework based on efficient
use of resources. The SAP also includes strengthening of the
institutional framework to design and implement policies and
programs for long-term industrial growth.

Government Industrial Secto djustment ogramme (ISAP

In the light of the serious structural weaknesses mentioned
above, it became clear in the early 1980s that the industrial
capacity of Ghena could only be effectively utilized after a
sectoral restruciaring and rehabilitation programme. Although the
government initiated necessary macroeconomic policy reforms under
the framework of the ERP launched in 1983, there was the felt need
to shift the edge of reforms to the level of individual sectors.
This led to the initiation of the Industrial Sactor Adjustment
Programme (ISAP) in 1986. Being an important growth sector, the
industrial sector was intended to play a leading role in the
government's efforts at returning the economy to the path of
sustained growth.

The industrial sector adjustment programme was based on the
premise that for some industrial establishments an enhanced
capacity utilization coupled with rehabilitation cculd lead to
profitable operation. The ISAP is a multi-year programme and
contains two main strategic themes. First, output expansion in the
short-run was to be achieved mainly through increased capacity
utilization. This objective is to be met by removal of production

12



bottlenecks, amenable to short-term action such as provision of
foreign exchange for importation of inputs and by selective
rehabilitation of potentially viable firms. In the long-run, the
strategy is to implement structural measures aimed at improving
incentives in favor of exports, to create conditions for the market
mechanism to play a bigger role in resource allocation, and to
narrow the divergence between industrial resources and domestically
available materials.
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Annex III

Percentage Distribution %o

Agriculture Social Services and

Plan and Industry Infrastructure
First Five-Year Development Plan 11.2 88.2
Second Five-~Year Development Plan 20.3 79.7
Seven-Year Development Plan 37.3 , 62.7

SOURCE: E. N. Omaboe, "The Process of Planning," in
, eds, Walter Barr
Birmingham et al., vol. 1:
(Evanston: Northwestern University Press, (1966), p.455
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Annex III

APPENDIX 2

FINANCIAL ALLOCATION 1951 TEN-YEAR PLAN BY BROAD

EUNCTIONAL CATEGORIES

Categories

i. Economic and Productive Services
2. Communications
3. Sccial Services

4. Commcn Services and General
Administration

Total

Ghanaian
Pounds

12,444,000
26,110,000

24,542,000

10,896,000

73,992,000

Percentage
of Total
16.9
35.3

33.0

14.8

100.0

SCURCE: E. N. Omaboe, "The Process of Planning,”

A Study of

Contemporary Ghana, eds Walter Barr Birmingham et al,
vol. 1: The Econcmy of Ghana (Evanston:

University Press, 1966), p.442.

Nothwestern
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Annex IIX

APPENDIX 3

CAPITAL ALLOCATIONS UNDER THE FIRST AND SECOND DEVELOPMENT PLANS
(Money Amounts in Thounds of Ghanaian Pounds)

First and Second Plan

Consolidation Percent for Immediate Percent Total
Sector Plans Implementation Allocation
Aariculture and Natural Resources 7,616 6.48 10,425 7.90 24,668
Industry and Trade 5,548 4,72 15,418 11.68 25,331
Electricity 4,440 3.78 1,000 5.30 8,765
Communications 35,955 30.60 28,679 21.72 53,010
Locai and Regional Government 6,000 5.11 9,220 6.90 18,852
Education 17,390 14.80 14,150 10.72 27,852
Infermation and Broadcasting i,176 1.00 1,693 1.28 2,677
Housing 7,862 6.69 7,093 5.37 17,000
Health, Sanitation and Water '
Supplies 15,033 12.79 19,675 14,90 43,650
Police and Prisons 2,953 2.51 ) 4,786 3.36 7,677
Miscellaneous 13,549 11.53 7,718 5.85 13,684
Contingencies ———— —-——- 6,143 4.65 6,834
TJotal . 117,522.00 100.0 132,000 100.0 250,000
Source: Cold Coast, The Ten-Year Development Plan

(Accra: 1951), pp. 21-34; Ghana, Planning commission,
The Second Development Plan {Accra: 1959), ppo. 63-124;
and Ghana, Planning Commission, The Seven-Year Plan

Years 1963/64-1969-70 (Accra: 1964) p. 34.
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Annex III

APPENDIX 4

PLANNED AND PROJECTED STRUCTURE OF IMVESTMENT 1963/64-1969/70

(A) BY SECTOR
Million Percentage

Ghana of

Pounds Total
(1) Planned Investment (State Sector) 333.3 32.79
(2) Projected Investment (Private Sector) 273.7 26.89
(3) Industrial Investment(State & Private) 269.3 26.49
(4) Depreciation 140.2 13.79

- Total Investment 1,016.58 1000

Y _ECQNOM T

Million Percentage

Ghana of
Pounds Total
(1) Agriculture -;;gjg-~-----—;;73;-
(2) Industry 206.4 20.30
(3) Mining : 41,7 4.10
(4) Transport 62.9 6.80
(5) Housing 76.2 7.50
(6) Infrastructure 109.4 10.76
(7) Social Services 127.9 12.58
Other 75.2 7.40
Depreciation 140.2 13.80
Total 1,016.5  100.0

SOURCE: Ghana, Planning Commission, The Seven-Year Plan for
National Reconstruction and Development: Finangial Years '°63/64-
19639/70 (Accra: 1964), p 271

Totals may not add due to rounding.
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ANNEX IV
FRAMEWORK FOR TRACKING MACROECONOMIC INDICATORS

The framewerk for tracking macroeconomic indicators
recommended below was prepared at the request of the Accra USAID
Mission. The framework is designed for the collection of data
from a variety of sources and is intended to enable the
monitoring of economic trends and developments affecting the
private sector.

Many of these data are readily available from the
Statistical Service and are published regularly, or can be
obtained from government entities such as the Central Bank. In
addition, the Minerals Commission and Export Prouotion Board
compile statistics in their respective areas with regularity.
Among the most difficult data to track will be statistics on
employment, which are not readily available from currently
published sources.

While the Statistical Service does compile statistics on
industrial capacity utilization by sector and sub-sector, such
data are often not recent. USAID may wish to encourage the
Association of Ghana Industries (AG.) to commence cocllection of
this and other data relating to industry; for exanple, industrial
employment, inventory levels, or rough measures of productivity.
This would both improve the timeliness of the data and strengthen
AGI's communication with its members. Similarly, AID might wish
to explore with the Ghanaian Chamber of Commerce the possibility
of collecting statistics on the development of new businesses.
Such statistics might be derived from changes in the Chamber's
own registry of members; the number of licenses issued by the
Ministry of Industry for the establishment of husinesses; or
perhaps the number of new taxi cabs, or other forms of transport,
granted licenses each year. The GIC would be the logical source
of information to track investment projects approved and
commenced in the non-minerals sector.

As the discussion above indicates, the suggested list of
indicators is by no means an exhaustive one, but instead is a
proposed starting point of those data of the greatest utility to
USAID in monitoring the private sector. With time, it may be
helpful to track additional indicators in areas of particular
interest to AID.



FRAMEWORK FOR TRACKING MACROECONOMIC INDICATORS

RATA

xyels o nvestment
Foreign and domestic,
by sector and sub-sector

Number & value of
projects approved by
the GIC

No. of approved GIC
projects commenced &
value of investment

No. of projects approved
by Minerals Commission &
of investment

No. of projects approved
by the National Energy
Board and value of
investment

No. & value of SOE
divestitures

Macroeconomic Data

Net credit flows to
Central Government,
parastatal, & private
sector; sources of credit
flows (multilateral,
bilateral, and:private)

CPI data

Minimum wage rates,
current & rz2al, and
compensation in general
across sectors

FREQUENCY OF

COLLECTION

annually

quarterly

quarterly

quarterly

annually (or
as needed)

bi-annually

annually

quarterly

annually

- SOURCE

Ghana Investments
Centre, Minerals
Commission,
Statistical
Service

GIC
GIC
Minerals Commission

National Energy
Board

State Enterprises
Commission

Central Bank,
Ministry of Finance
of Finance

Statistical Service

Statistical Service,
Ministry of
Productivity and
Social Welfare
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GDP growth by sector annually

and sub-sector

Interest Rates
Deposits & lending

Industrial Sector

Capacity utilization by
sub-sector

Inventory levels

Exports

Traditional Exports annually
(cocoa, gold, timber,
diamond, manganese,
bauxite) by volume
value, and market
destination
Non-traditional exports, annually
by sector (agriculture,
processed & semi-processed)

-by volume

-by value

-No. of exporters

-No. of products

-market destination

Employment

Total workforce annually

Total employed by sector annually

and sub-sector

Total SOE and public
sector employment

annually

quarterly

bi-annually

bi-annually

statistical Service

Bank of Ghana

Statistical
Services,
Association of
Ghana Industries

Association of
Ghana Industries

Bank of Ghana,
Statistical Service,
Minerals Commizsion,
Timber Exports
Development Board

Export Promotion
Council

Ministry of
Productivity
and Social Welfare

Ministry of
Productivity
and Social Welfare

Ministry of
Productivity and
Social Welfare



ANNEX V

RELEVANT LEGISLATION
GOVERNING INVESTMENT



FN.D.CL HS.

INVESTMENT CODRE, 1985

WHEREAS the Government of the Proviaional Neticoal Defeace Courcil
of Ghana has cmberked ‘on an Ecoromic Recovery Programme to
redress past decline in the economy of Ghana;

WHEREAS it is considered vital to encourage investment in the Ghana-
ian economy to ensble increased production and productivity for national
development, and to' enable thke cxploitation of the. immense natural
resources of Ghana in 8 maraer conducive to the mutusl benefit of
investors and the npation, to promote effective employment and the
development of skills and technology requisite for the progress of Ghana;

WHEREAS a3 part of the Economic Recovery Programm, the Govern-
ment has taken realistic steps to make Ghana’s .economic environment
more competitive for investment;

WhHEREAS it is deemed necassary and apprapriate for & clear and
stable institutiona! framework to be estebliched for investors to operate
within;

WHERRAS it is praposed (o offer inceptives and guarnniees to
encourage investment particularly in areay of nationsi priority;

WiHERSEAS it is deorned expedient to modify the wxisting laws relating
to investment;
WHERBAS the Government has enacted a Petroleum (Exploratien

and Production} Las, 1984 (P.N.D.C. Law 84) t0 govern investment in
the exploration and production of petroleums;

VWHERRAS the Governmeot intends to epact a Minerals Code to
update and systematize the isw relating to investment in mining activities
apart from petroleum; and

WHEREAS investment in all otheumhllbcgomedbythh%

Now THEREPORZ in pursuarnce of the Provisional Mationtl Defence
Council (Establishment) Proclamation, 1981, this Law is kereby made.

Part I—THE GHANA INvESTMENTS CRNTRE

1. (1) There is hereby established a body corporate to be known as the Pstablish-
“Ghana Investments Ceatre ™, (hereinafter referred £0 as the “ Centre *), wﬂ'
which sball be an agency of the Government fos-the eacouragement,
promotion and co-ordieation of investmeats in the Ghanaian econemy.

(2) The Centre shall have perpetval auceession and a common seal
and may sue and be sued in its own name.

(3) The Centre shall have power for the dischasge of any of)its
-functions, to acquire and to bold any movabls or immovable property, to
dispose of such property and (0 emser into any cosiract or other
transaction.



P.N.D.C.L. 1i6. 2
INVESTMENT CODE, 1985

Object and 2 Wn.houﬁ limiting the general effect of subsection (1) of section 1, the
functions of - Centre is emmpowered io carry out the following functions related to
exlerprises covered by the provisions of this Code.

.(@) to collect, collate, analyse and disseminate information
., about investmemt opportunities end sources of investment
- capital, and advise, upon request, on the availability, choice
" or suitability of partners in joint-venture projects;
(0) to identify specific projects and invite interested investors for
the implem entation of such projects;
©t uutme and organize promouonnl activities such .as
exhibitions, conferences and seminars for the stimulation of
‘investments;
{d) to grant approvals for the establishment of ertcrprises as
" specified under this Code;
(c) to grant approvals which will qualiiy investors or enter-
 prises for the bcmﬁacpauﬂedmdamsCode, .

(f) to sscure all licences, authoritics, approvals and permits
- pequired to enable any approval granted by the Centre to
. have full effect;

(g) to mzintain liaison between investors and Ministries,

* . Government departments, agencies, institutional lenders and

other authoritics concerned with investments;

(%) to monitor and enforce compliance with the terms and condi-
: tions of approvals granted under this Code;

() to approve and keep record of all technoloygy transfer
. agreements relating to investments under this Code;

U) to do all such other acts as are incidental or conducive to

. the attainment of the purposes of this Code, including
.recommending needed changes in legislation to encourage
investments, and recommending the simplification of pro-
cedures relating to immigration, land acquisition, customs
clearance and related matter.

The Board. 3 (1) The governing body of the Centre shall be the Board which
: shall be responsible for the discharge of the business and functions of the

€eatre.\

) The Board shall consist of:
(a) a Chairman and six other persons, including a Vice-Chairman
-and.a_Chief Executive all of whom shall be appointed by the
Council having regard to their sound knowledge or practical
experience of matters pertaining to investments in Ghana, or
both.
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3 P.N.D.C.L. 116.
INVESTMENT CODE, 1985

(3) Members of the Board except the Chief Executive shall bold .
office for a term of three years and shall be eligible for re-appointment ;
and a member may at any time resign his office by writing addressed to the
Council. .

4. (1) The Chairman spall preside at all meetings of the Board and in Méeetings of
his absence the Vice-Chairman shall preside. the Board.

(2) In the absence of the Chairman and the Vice-Chairman at any
meeting of the Board, 8 member of the Board elected by members present
shall preside at that meeting

(3) The quorum for any meeting of the Board shall be four,

(4) The Board may co-opt any person {0 act as adviser at any mosting
of the Board, to however that no person so co-opted shall have the right
to vote on any matter coming before the Board for decision.

(5) Except as otherwise expressly provided under this Code, the
Board shall determine thie procedures for its meetings.

5. The Board may for the discharge of the functions of the Contre Compices
appoint Committees of the Board comprising members of the Board or of the Board,
non-members or both and may assign to them.such fanctions as the
Board may determine.

6. (1) The Chief Executive shall hold office upon such terms and condi- Ciief Eaca-
tions 25 the Council may on the advice of the Board determine. tve.

(2) Subject to such general directions as the Board may give on
matters of policy, the Chief Executive shall be responsible for the day-to-
day administration of the Centre and the implementation of the decisions.
of the Board.

7. The Board shull have an officer to be designated the “Secretary * 1y Soerd-
who shall be appointed by the Board to perform the functions of maintain- . tary.
ing a Secretariat of the Board and of ensuring accurate records of proceed-
ings and decisions of the Board.

8. (1) The Centre may from time to time engage such employees, gufing,
cousultants and advisers as may be necessary for the proper and efficient functioning

H H § and organi-
conduct of its business and functions, oy & e

(2) The saff of the Centre shall be 2ppointed in accordance with Centre.
section 17 of the Provisional Nativnal Deferice Council (Establishment)
Proclamation (Supplementary and Conscquential Provisions) Law, 1982
(P.N.D.C. Law 42).

(3) The Board may, vn the recommendauons of the Chief Executive
create such depastments in the Centre as it may consider necessary for
the efficient discharge of the functions of the Centrq.
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9. (1) The Centre may open and operate bank accounts.
(2) The Government shail provide to the Centre such funds as
mybenmnrytortbeeﬂaenumchngeofmfmcdommduthu

' (3)mmmmykvymhtmmdchnpfotiumu
may be determined by the Board.

(4) All asscts of the Centre and all receipts from activities and
transactions under the provisions of this Code as well as receipts from
other authorised sources shall be credited to the Centre and may be used
for any eypenditure or obligations in connection with the performance
ofiu object and functions.

0 mCamohaﬂbemptfromthepywoﬁnwmeux.

11, (l) All asscts, rights, obligations and liabilitics of the Ghana
Invesiments Centre established under the Investment Code, 1981 (Act 437)

are hereby transferred to the Ghana Investments Centre re-establisbed
wunder this Code.

C)Aﬂmomcmployedbythc&nmimmdmdy before the
coming into force of this Code shall, on the coming into force of this
Code be deemed to have been duly appointed under this Code, and
shall continue to hold office as employees of the Ceatre.

Pnr HI—=PRIonITY  ARBAS

2 (1) The following categories of activities speuﬁed io Part A of
each.category in this subsection are pliority arcas of investment and any
enterprise obtnning approval to engage in any such activity shall be
accorded priority status and qualify for the benefits and incentives speci-
fied i Part B in relstion thereto and the guarantees in Part 3 of this Code.

A, Agriculture:
(a) Production, protecticn, processing and preservation
of crops and livestock;
() Any other agricultural activities, including services,
23 may £C:a time to time be prescribed.

B. Applicable incsniives and benefits:
'(a) Government guarantes of land use for the establishment_
and operation of the project;

{b) requisite pmnnswn for importing cssentisl plant,
feachipery, equipment aad accessories required for the

eafernrise;
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(¢) exexption frqm payment of customs unpo:t duties o1
.plant, machinery, equipment and accessories imported
specially and exclusively to estsblish the eaterprise
once approved ;

(d)a corporats income tax rate of forty-five per cent
with tliec allowances and dedwdom berein  below
provided:.

() depremtion or capitel aliowance on plam,
, oqui and acoessories to the
extent of lwperwnththcymofmwmm

(@) investment allowince of 10 per centum;

(i) in the case of trec ~rops and livestock, excludiag
poultry, an income tax rebate over a three-year
period to be specified by the Ceatre at the
following rates:—

75% ia the first year;
SO'/. in the second year; and
259% in the third year.
47) exemption of staff from psyment of-income
tax relating to furnished accommodation on
the farm.

A. Manyfacturing Industries:

() manufacturing for export;

(8) manufacturing industries that predominantiy use local
raw materials;

(¢c) macufacturing industries ﬂm produe agricultural
equipment, machinery, spure parts and machine tools.
B. Applicable Iuéantmadwa' ’
(a) requinte permission for importing esscatial machinery
lnd equipment requirad for the eaterprise;
®) exempuon from the payment of customs import duties in
respect of plant, machinery, equipment and accessories
lmpoﬂed specifically and exciusively to establish the
. eaterprise once approved;
(c) investment allowance of seven and & half per cent;
(d) depreciation or capital allowances of 40 per cent in, the
year of investment and 20.per cent in subsequent years.
A. Construction ond Budlding Industries:
(a) Real Estate Development ;
(0) Road construction;
(c) Any other activity in the construction snd budiding
jndustries as may from titne to time be prescribed.
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B. Applicable Incentives and Benefiis:

(a) requisite permission for importing essential machinery
and equipment required for the enterprise; .

(6) exemption from the payment of customs import duties
on plant, machinery, equipment, accessories (excluding
building materials) imported specially and exclusively to
establish the approved cnterprise;

(c) investment allowance of seven and a half per centum
per annum;

(d) exemption of staff from income tax relating to accom-
modation provided on building or construction site;

(¢) depreciation or capital allowances of 50 per cent in
the year of investment and 25 per cent in subsequent
yoars;

A. Tourism: .

Enterprises concerned with the development of the

Tourist Industry such as tourist accommodation,
insofar as these are aet foreign exchange caming.

B. Applicable Incentives and Benefits:

(a) exemption from customs import duties on plant, machi-
pery, equipment and accessorics imported exclusively
and specifically to establish the approved enterprise;

() depreciation or capital allowance as fuiows:

() plant and machinery 50 per ceat in the year of
investment and 25 per cent in subsequent years;

Gi) buildings :-~20 per cent in the year of investment
and 10 per cent in subsequent years;
(c) exemption from taxes and rates levied on building
properties for a period not exceeding three years;
(d) investment ailowance of seven and a half per centum per
annum.

(2) In addition to the benefits and incentives mentioned in sub-
section (1) where any enterprise with priority status undertakes or supports
a programme of scientific research in Ghana approved by the Centre for
the purpose of-developing or advancing the said enterprise, the capitai
expenditure in respect of such research shall be fully deductible.

Deferment 13. (1) The Board may grant deferment of payment of stamp duty for

fi‘:,‘; gf"“"' a period not excecding five years where it is satisfied that the circumstances

Samp Duty prevailing at the time of the application for the benefit justify such defer-
;_nq Income ment.
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(2) There shall be s reduction of the company income tax payable

(a) for enterprises situated within Kumasi and Sekondi-Takoradi
Metropolitan areas, a reduction of fifteen per centum on
the company income tax payable;

(b) for enterprises situsted within regional capitals éther than
Accra-Tema Metropolitan area, Kumasi, Sekondi-
Takoradi and Wa, a reduction of tweaty-five per cenfum on
the company income tax payable; ’

(¢) for enterprises situated in the rest of the country including
Wa, but excluding Accra-Temz Metropolitan arca, a
reduction of forty per centum on the company income tax
payable. !

(3) The Board may grant a reduction or deferment of iscome tax
payable to enterprises located in areas lacking in basic infrastructure where
the enterprise undertakes the costs of such infrastructure.

(4) An enterprise which utilizes Ghanaian labour in preference to
imported machinery shall be entitled to an income tax rebate as follows:

(a) in the case of agriculture, where an enterprise employs
more than twenty Gbanaians, to the value of the Social
Security contribution payable in respect of every Ghanaiaa
employee in excess of the first twenty;

(b) in the case of manufacturing industries, where an entecprise
employs more than one hundred Ghangians, to the value of
the Social Security contribution paysble in respect of every
Ghanaian employee in excess of the first one hundred;

(¢) in the case of construction and building industries, where an
enterprise employs more thar s¢veaty-five Ghanaians, to the
value of the Social Security contribution payable in respect
of every Ghanaian employee in excess of the first seventy-
five

14. All foreigu cxchange caraing enterprises may be permitted by the

Bank of Ghara to retain in an external account under the supervision of
the Bank of Ghana a pertion of their fureign exchange earniny;s for use
in acquiring spare parts and other inputs required for the :mterprise
which would otherwise not be readily available wic:vout the us? of such
carnings:

Provided that in the case of a net foreign exchange earning enterprise
the Bank of Ghana shall permit the operation of an external account in
which may be retained at least 25 per cent of the foreign exchange earnings
for acquiring machinery and equipraent, spare parts and raw materials as
well as for debt service, profit and dividend payments and remittances in
respect of quota for cxpatriate personael.

Foreign
Exchange

Earning

v
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Additional 18 WRibout ‘prejudice-tv section 12 an enterprise approved undsr this
R";‘o"'.{’“ Code shall.be grabted the following benefits as appropriate:
Enterprises. (a) establishmaut or manufacturing licence. as appropriate;

(b) immigrant quota in respect of the approved number of
expatriate personnel;

(¢) personul remittance quota for expatriate personnel from any
tax imposed by any casctment on the trapsfer of external
carrercy out of Ghana;. )

(d) excmption from CSelective Alien Employment Tex under
the Selective Employment Tax Decree, 1973 (N.R.C.D. 201).

Enterprises 16. Enterprises listed in the Schedule hereio are reserved for Ghanaians,

'lm sod may not be the subject-matter of spplications to the Centre from

for ngie, DOT-Ghanaians. cvem, where- they: may. be regarded as coming within
. N * '| I rll l .

Mining Act- 17, Mbin;wtiviﬁaohnﬂnotbengmdbythh(:odc.

vitees
Escluded. PART IT1—-PROTECTION OF INVESTMEST AND TRANSPERABILITY
or CAPITAL
Transfer of 18. Subject to the provisions-of whis Code; an approved enterprise shall
Wv be guaranteed free transferability, through the Bank of Ghena or in the
aopeo case of the net foreign exchange carning caterprise, through the external
Capital, etc. acoount.opened with the permission of the Bank of Ghana in freely con-
vertiblo cerrency of :
{a) dividenda or et profits: attributable 1o the investment of
such freely convertible currency;
(b) payments in respect of 1oan servicing where foreign loan
. has been-obtained by an approved enterprise;
(¢) fees and charges in respect of aay technology transfer agree-
ment approved under this Code;
(d) the remittance of foreign capital in the event of sale or
liquidation of the appsoved enterprise-or any interest in the
_ approved enterprise-attributable to foreign investment.

Guatiter 19, Subject to the provisions of this Code:

Ex mwo;ﬁ, (a) no enterprise approved under this Code shall be expropriated
tios. by the Goverumnent;

(b) no person who owns, whether wholly or in part, the capital
of an-enterprise approved under this Code shall be compeilcd
by law to cede his interest il the capital to any other person.

o 20..(1) Where-any dispute geises betwoen a foreign investor and the
S:x'&'mn'- Goverament in. .respect of .any approved enterprise, all effort shall be
made through mutual _discuuions to reach an amicable settiement..
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(2) Aoy dispute between the foreign inw.stor and the Goveruneat
in respect of an approved eaterprise which is r.ot amicably settled theough
mutual discussions may be submitted to arbitrstion:
(a) in accordance with the rules o/ procudure for arbitration of
the United Nations Commission 03 Internatiocal Trade
- Law, or
(8) within the framework of any bilateral or. multilateral agree-
ment on investment proteciion to which the. Goverament
and the country of which investor is a natiocal are pactics,
or
(c) in accordance with any other internitional machincry for
the settlement c{ investment disputes agreed to by the partics.
(3) An approval of any enterprise may specify the particular mode
. of arbitration to be resorted to in the case of a dispute relaiing to that
enterprisc and such specification shall constitute the consent of the
Government of apy agency thereof aed of fhe investor to submit to that
forum. ‘ '

PART IV—MmNMUM FOREIGN CAFTAL REQUIREMENT. AND
APPROVAL JOR ESIABLISHMENT OF ENTERPRISE

21. (1) No enterprise eligible for foreign participation shali ‘be¢-estab- Minirom
lished or operated by a non-Ghansian unless there is the investment of Eg':'g
foreign capital or an equivalent in capital goods worth at least US$60,000 Reguoire-
by way of total equity capital in the casé of a joint venture with a Ghans- roeat, etc.
ian partner or an investment of foreign capital or an equivalent goods

-worth at least US$100,000 by way of total equity capital wherc the.
eaterprise is wholly owned by 8 non-Ghanaian.
~ (2) Subject to subsection (1) the Centre shall have ppwer to
approve the establishment of any enterprise where:
(a) the investor seeks the benefits and guarantees pravided under
this Code, or
(6) a technology transfer agreemeny is intended to be entered
into as part of the establishment or operation of-the enter-
prise and at least twenty per cent of *=~ share in the enter-
prise is owned by Gbanaian citizens.
(3) ‘Tbe Cenire may only approve an enterprise wholly owned by a
non-Ghngahn where it is a net foreign exchange earning enterprise.
(4) The Centre shall on approval of an eaterprise under this
section issue a certificate of approval in a form determined by the Centre.
(5) A certificate of approval issued by the Centre shall be deemed
to be & manufacturing licence within the meaning of the Manufactering
Industry Act, 1971 (Act 356) ia the case of & manufacturing enterprise
or an establishment liceace in the case of any euterprise otber than a
manufacturing enterprise.
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22 (1) The Ceatre shall act approve any enterprise under this Code
without due appraisal of the capacity of the enserprise to contribute to
aay of the following objectives-

(e) development of the productive ssctors of the national
sconomy; -

(b) efficient utilization, expansion and diversification of the pro-
dustive capacity of existing enterprises; '

(¢) utilization of local materials, supplies and seTvices;

(d) the creation of employment opportunities in Ghans;

(¢) real increase in national export earnings;

(f) real sevings on national imports;

(g) development and transfer of advanced techaology, includin;

thie upgrading of indigenous technology;

(A) couniry-wide distribution of viable enterpriscs;

(7) such otber objectives.as the Centre may coasider relevant for
achieving the objects of this Code.

(2) The Centre may, by legislative instrument, specify from time to
time, areas of special priority from the categories ol activities specificd
in section 12 or priority geographical areas for the siting of specified
caterprises.

(3) The location of =a approved enterprise particulasly the siting
of an industry to take advantags of zones of local raw material preduction
shall be taken into sccount in the consideration by the Centre of any

. application.

Avoidance
of
Monopolies.

Application
for

Approval to
Establish

e Euterprise.

(4) The Centre shall aiso bave regard to auy effect the enterprise
is likely to have on the environment and the measures proposed for the
prevention and coatrol of any harmful ¢ffects to the environment.

2. In grastiog approval for investments under this Code the Centre
shall bave due regard to the ceed to generate constructive competition
among enterpriscs and shall avoid a tendeacy to establish monopolies

24. Any person who seeks an approval to establish an enterprisc under
this Code shall obtain ap application form from the Ceatre and submit
the form to the Centre upon completion together with a clear and concise
statemeut about how the enterprise, il approved and established is likely
to contribute to any of the objectives refcrred to in subsection (1) of
snction 22, sad where applicable, to address.the concerns contained in

subsectios (2) of section 22.
25, (1) The Centre shall on receipt of an applicatiou form submit

within fourteen days a copy o the Ministry, Government Departmeni
or agency to whose administrative competence such enterprise belongs.

W
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3} Aay Ministry, Government Department or agency to which a
copy of the spplication is submitted shall ‘within twenty-one days of
the receipt of the report submit any comments ot obesrvations oo the
spplication 1o the Centre, and thesc shal! be taken into sccount by the
Centre in the appraisal of the propased enterprise.

26. (1) When the Cenzre’ has resolved 1o approve an enterprise, the A"g‘l“‘“
applicant shall be notified promptly in writing of this Secision and shall (G red of
berequi:edtoconﬁminwriﬁngmthe&nmmhinmw-omdaya Approval.
of such notification that he hiiz=ds to proceed with the enterprise.

(2) In granting spprovel for invesiment the Centre may stipulate
conditions in the approval certificate. the conditions to be complied with
by the investor with regard to:

(a) the amount ang source of capitil;
(0) the nationality and number of shareholders;

() the project aize;

(d)the training of Ghanaians in sdministrative, technical,
managerial and other skills related to the operation of the
enterprise; .

(¢) the period of timc to commence the implementation of the
enterprise;

(/) repoiting on implementation of the project and operation;

(2) the prevention and control of any damage to environment;

(A) the utilization of local raw materisls;

(Omymmuuhammhvinumd to the
objects of this Code.

Paxt V—TBONOLOOY TRANGFER ACRMESENT
27. (1) Tie Centre shall maintain s record of all techrology transfer ;d:‘oloc
ixl . 3 3 - 1A (-4
agroements, udm; amendments thereto.
(2) Where an approved enterprise involves a technology transfer
agreement the Centre shall: '
(o) evaluste such agreement;;
(b) advixz the investor with regard to the chaice aad suitability
of techaclogy .

(c) mouitor and enrure complisace with the terms and’ condi-
tions of such agreements.

28. (1) Where a iechonlogy transfer agreement has beea approved by
the Centre, a cortificate of such cpprovel shall be {sswed to the approved
enterprise.
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(2) No technology transfer agreement relsting to enterprise
nquiﬁnznpprqydoftthenﬂcundcrthilCochcomein&peﬂ'ect
without the approval of the Centre. '

Existing 29. (1) Copics of technology trangfer agreements concluded and in
Techoolowy  force in relation to & Ghanaian enterprisc before the commencement
period of six months of tho commencemeat-of this Code.
. (2) The Centre shall maintain a record of ‘all such agreements
inzlnding any amendments therzto.
. (3)'No existing technology tranafer agroements may be rencwed
without the approval of the Ceatre. ’
‘ (4) The Cenire may sdvise the parties regarding any existing
tochnology ‘transfer agreement particulariy as to the suitability of the
technology and the leve! of remuneration for the transfer.
mau 30, mbwd.mymkamhﬁouinmpedo(uyonhe!oﬂoﬁu:
Techoology (a) criteria for the appeoval of- technology transfer ugreeincnts;
e . ®) ?mmadon for technology transfer end reasonablencss of
oes; ‘
() reesonablencss of durstion of agreement;
(d) restrictive businzss practices;
(¢) transfer and absorption of technology;
'(f) forma snd procedure for approval and monitoring of tech-
~ nology tracsfer agreements; ’
(g) any other matter relating to techsology transfer agreements
that appears to the Centre to be reusonatly necessary.

PART VI-~GROUNDS POR CANCELLATION AND SUPSENSION
OF ATPROVALS.

Assign- nNolpﬁommm‘&Mmyhmipedmptwith
m the prior written consent of the Centre.

Guncsliodon 32 (1) The Centrashal cancel an approval where:

oo of 7 () the approval bas bees obtained on tie basis of fraud, or
Approvals. .. deliberate or .negligent submission of felsc of misleading
facts or statements;

(b) un approval has bosn aseigned without the prior written

consent of the Centre.

(2 Where an approved enterprise:
(a) applics any benefit conferred by or under this Code fof
purposes other than those for which the benafit was conferred ;
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(b) faiis without reasonable cause stated in writing 5> submit
& report required under this Code after sixty days’ writtea
potice of such default has been given;

(c) fails without reasonable cause stated in writing to commence
operations within the tisue stipuiated in the approval;

the Cenire may impose any of .the sanctions provided in subsection (3)
of this section. :

(3) Where the Centre is satisfied that an upproved enterprise has
contravened zay of the provisions of subsection (2) of this section the
Centre may: ' .

(q) suspend or cancel the approval;

(b) decide that all fees, taxes, duties and other charges in respect
of which benzfits were granted to the enterprise be paid within
such time as the Centre shall detegmine ;

(c) advise the Bank of Ghana to suspend any remittances
including transfer of capital protits and dividends.

33. (1) ény person who:

(a) deliberately or pegligently lybmiz: faloe or misleading state-

meats; .
.(b) refuses or neglects to give any information which the Centre
may reascnably request fof the purposes of this Code;

(c) refuses without lawful excuse to admit an officer or &'

designated agent of the Centre into the business premises

or otherwise obstructs any inspection by .an officer or 2
designated agent of the Ceatre,.

shall-be guilty of an offence and liable on summary conviction to a fine

ot exceeding £50,000.00 or to a term of imprisonment not ezcoeding two

years or both; and in the case of a continuing offence, to an additional

fine not exceeding {:5,000.00 in respect of cach day on whick thé offence
continues. )

(2) Where an offence is committed by a body of persons:

(@) in the case of a body corporate other. than a partaenihip

every director or officer of tie body stall be deemead-aiso to

be guilty of the offeace; and '

(b) in the case of partnership, every partner or officer of that
body shall be deemed to be guilty of that offence;;

Provided that no person shall be deemed to be guilty of an offence
by virtue of this subsection if he proves that the offence was committed
without his knowledge or that he exercised due care and diligence to
prevent the commission of the offence, having regard to al! the
circumstanses,
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Paxt \dI=COpaxaL Provinors
h:d; The Citre shail maintain records containing the following particu-
(s) projects approved for establishement and expansion;
(®) capitalization of approved projects showing foreign equity
fnvestment ;

fq) scchnology .tnnd'c agreements;
(d) sock dther particuiars as the Centre may determioe.

35. (1) The Centre 1osy request any person to sapply any estimates,
returps or any other information whatsoever within his knowledge which
the Centre is satisBed in =acessary for easuring the duve compliance with
the provisions of . this: Code and it shall be the duty of any such person io
comply. with the reqeest.

() An officer or a designated sgent of the Centre may at all
reasonabie times cuter any premincs used or is reasonably suspected'to be
wsed, for a purpose to which the Code applies, to carry out any inspection
designed to obtain information required by the Centre.

(3) Any person who contravenes subsection (1) of this section shall
te Hable on sumxsry conviction to & fise not exceeding £50,000.00 ot to
a term of imprisonment not exceeding two years or both; and in the case
of & cvatinuing offence, to an additional fine aot exceeding (5,000.00
fo respect of euch day on which the offsace contianes.

36 The Secretary may on the advice of the Bbard by legislative iastru-
mmmr«;
{a) prescribing fees for any apyroval, Hosoce of any matters
_ vequired or authorised to be done under this Cude;
(b) peoviding for anything required to be peescribed uader this
- Code; and
{¢) genenally for the purpoce of giving effect to the provisions
of this Code.

7. Any person who in the couree of his official duties in the administra-

" tdon of this Code bhas possessica of or control over any document or

information obtained under this Code and who communicates such
document or information or any part thereof to any other person to
whom be is not authorized to communicate it by any enactment ot by the
Board shall be guilty of a5 offence and lisble on swumary conviction to a
fine Dot exceeding 50,000.00 or to imprisonment for a term not exceed-
ing two years or to both.

3. The following enactments:

" (@) the Exchange Control Act, 1961 (Act 71);
(8) the Aliens Act, 1963 (Act 160)

_\)

ay
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(¢) the Manufacturing Industries Act, 1971 (Act 156);
(5) the  Selective Alien Employment Tax Decree, 1973
(N.R.CD. 201);
(¢) ‘the Incame Tax Decree, 1975 (S.M.C.D. 5); and
any other enactment relating to the functions of the Ceatre as provided
-mdﬂtthodeihnu'weeﬂectwhhmhmodiﬁmﬁmumym
necessary to give full effect to this Code. -

. (1) The Invzsunent Code, 1981 (Act 437) is hereby repealed.

(2) Notwithstanding the repeal of the investment Code, 1981
(Aa437)mqucmcntmﬁrdx.lmeundamdin force immediately
before the commencement of this Code shall continue in force as if made
under this Code and applications pending before the Ghana Investments
Ceatre under the Investment Code, 1981 (Act 437) shall be deemad
made to the Centre:

Provided that sgroements contnued in force by this subsoction rhall
mmmodiﬁa!by'mym‘wwmedeiththeCeme.
confer only the benefits previously cajoyed under the said agrozncats
before the commencement of this Code. '

(B)Wheremymininuiminmedimlybdmthe
eommmntolthiscodehndnlyeompliedvixhthe{nmmcwe.
1981 (Act 437) in relation to &any smployed capital, specified ia the First
Schedule of MMMWM&WLNM notwithstead-
.jng the Schodule to this Code.

(4) Any licence issued under section ! of the Manufacturing Indus-
tries Act, 1971 (Act 356) to any enterprise required to b upproved under
section 21 of this Code, and in force immediately before the commeace-
ment of this Code shall continue in force.

(5) Where, before the commencement of this Law, under apy other
enactment relating to investments in Ghana the assets of ur esterprise were

vested in snother person or body of pefdons for the purpose of cempli-
ance with t:he terms of that enactment, the Centre shall continue to ensure

thereunder for that purposc including the power of disposal over such
assets, and to this end mymhmushﬂlm\lmllraaydispcadoﬁn
sccordance with such enactment be deemed to bave been vested in the

Centre.

40. (1) In this Code uniess the context otherwise requires:
« approved enterprisc ” means an enterprise to which approval
has been granted by the Centre under this-Code;
» benefits * includes -facilitics, eatitlements and exemptions
conferred on an approved ¢nterprise;
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“ capital” means all cash coatributions, plant, machinery, equip-
ment, buildings, spere parts, raw materials and other
business assets other than goodwill . ..

* company * means a company registered under the Commpanies
Code, 1963 (Act 179);

“ Council ** means the Provisional National Defence Council ;

“ customs import duties " idcludes import duty, sales tax and
other reiated charges;

“ employed capital ™ in relation to an enterprise, means the pet
current assets plus net fixed assets of the enterprise as
reflected in the accounts or statement of that enterprise
submitted to the Central Revenue Department for the

of income tax returns. for the year of assessment
sext follcwing the year of asscssment in which the enter-
prise was established ; .

“enterprisc”’ means an fsdustry, project, undertaking, or
business or an enlargement of any such jndustry, under-
taking, project or busines s, Or any part of any such industry,
undertaking, project or business;

* foreign capital ” mcans copvertible currency, plant, machinery,
.equipment, spare parts, raw materials and other business
. assets other than goodwill that enter Ghana with no initial
‘disbursement of Ghana's foreign exchange and are intended
for the production of goods and services related 1o the

“foreign exchinge™ bas the same meaning as “external currency”
as under the Exchange Control Act, 1961 (Act 71);

“Ghanaian” means any citizen of Ghana or any compaay,
partaership or association or body (whetber corporate or

i ) the entire capital or fiaancial interest in
which 'is owned hy citizens of Ghana, and includes the
State and a statutcry corporation;

#Government” mesns the Government of §hunu;

“mazket” means a public or open place established by local
customs or by the appropriate local government council

.for the purpose of buying and selling and any other public
place used substantially for the said purpose;

« minerals * means all minerals and mincral substances other
than mineral oils, natural gases and salt;

“ mining " includes any operation for exploration, prospecting,
winning or obtaining of minerals, precious metals or
precious stones;
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“own” in relation io any enterprise, inchades the holding of any
proprictary interest in the eaterprise; . ‘
" means crude oil or asturs] gas or a combination
of both;
» means the Provisional National Defence Council
Secretary for Finance and Economic Planaing; *
“Technology Transfer Agreement™ means any agreemeant relating
10 an enterprise approved under this Code involving:—
(@) the assignment, sale and use of foreign patents, trido-
marks or other industrial property rights;

(i) the supply of foreign technical know-how or techno-
logical knowledge; _

(i) foreign technical assistance, design and eagincering:
consultancy or other techaical services in whatever
form they may be supplied; -

(iv} foreign managerial, marketing or other services:
Provided however that an agreement sball not be

regarded as a technology transfer agreement for
the purposes of this Code if its duration does oot

exceed a period of cightern months; - .
“year of nssessmeni” bas the same meaping as {n she Inco
Tax Decree, 1975 (S.M.C.D. §);

. (@) In this Code “Ghanaian” includes any company incorporated
_ quhmwtheclcnttoqhichtbeapim of that compeny is owned
byGhamhnoudeﬂnadinmhuﬁon(l)oﬂhhnaim.

' SCHEDULE
. Saction 16 |
ENTERPRISES WHOLLY RESERVED FOR GHANAIANS
L. Any caierprite dopooruad with retail ér wholesale trade, unless
such business is casried on by or within a department store or &
supermarket which has an employed capital of mot less than
US$500,000.00. ~ .
2. The sale of anything whatsocver in any miarket, petty trading,
hawking or selling from a kiosk at any place. .

3. Business representation fur foreign companies unless the cnter-
_prise bas an employed capital of not loss than five hundred

thousand *United States dollars (US$500,000.00) or its equivalent.

. \4»;‘
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4. Operation of taxi service and esr hire service.

$. The sale under hire-purchase contract of motor vehicles including
taxis or vehicles intended to be wsed in the operation of taxi
service or a car Lire service.

6. Produce brokerage unless the employsd capital of the eaterprise
is not less then 'US$500,000.00.

T Advertising agencies and public relations business.

8. All aspects of pool beiting businses and lottaries.

9. Estato agercy.

10. Trave! agency.

15. Lighicrage soriices.

12 Commercial transpostatica of passsnger by land.

13. Bakery. . '

14. Manuiscutre o articles from foam mweterials.

15. Openation of beauty saivons aid barbexd’ shops.

16. Manufzcturs of cament blocks for sale.

17. Manufacture or tailoring ©r both of garmeats other than for
export.

18. Textile scroen hand printing (inciuding; tic and dye).

19. Tyre retreading.

20. Maaufacture of suitcases, brisfcases, portfolios, bandbags, shop-
ping begs, purees, wallets other thaa for export.

Made this 13th dey of July, 1985.

FLr.-LT. JERRY JOHN RAWLINGS
Chairmon of the Provisional National Defence Council

Do of Gasstte sotification: 17th July,1985.

PRINTED BY THE INFORMATION, SERVICES DEPARTMENT,
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MINERALS AND MINING LAV, 1986

IN pursuance of the Provisional National Defence Council (Establish-
ment) Proclamation 1981, this Law is hereby made:

" PART 1—OWNERSHIP OF MINERALS AND GOVERNMENT RIGHT
OF PRE-EMPTION

1. Every mineral in its natural state in, under or upcn any land
in Ghana, rivers, streams, water-courses threughout Ghana the
exclusive economic zone and any area cover( - by territorial waters
or continental shelf is the property of the Republic of Ghana and
shall be vested in the Provisional National Defence Council for and
on behalf of the people of Ghana.

2. Where any land is required to securc the deveiopment or
utilisation of a mineral resource the Council may acquire the land
or authorise its occupation and use under any applicable enactment
for the time being in force.

3. (1) Except as otherwise provided in this Law or any other
enactment, no person shall export, sell or otherwise dispose of any
mineral unless he holds a licence granted by the Secretary for that
purpose.

(2) An application for the licence shall be made in writing 1o
the Secretary in accordance with such regulations as may be pres-
cribed.

(3) The Secretary may issue the licence im such form and on
such conditions as he may determine. '

(4) A licence issued under subsection (3) of this section shall
not be transferable.

4. (1) The Government shall have the right of pre-emption of all
minerals raised, won or obtained in Ghana and from any area
covered by territorial waters, exclusive economic zone, or the con-
tinenta! shelf and of products derived from the refining or treatment
of cuch minerals.

(2) The Government may, by an Executive Instrument, appoint
any statutory corporation to act as its agent for the exercise of the
right of pre-emption conferred by subsection (1) of this section.

S. (1) The price to be paid for minerals or products taken in the
exercise of the ‘right of pre-emption under section 4 of this Law
shali— o .
(@) where it has been provided for in a written agreement,

- be the price specified therein; and

All minerals
property of
Republic,

Compulsory
acquisition
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Exportation
and disposa)
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pre-emption.
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(b) where it has not been provided for in a written agree-
ment, .be the publicly quoted market rate prevailing
for the minerals or products as delivered at the mine
or plant where the right of pre-emption in respect of
the minerals or products was exercised.

(2) Where there is no such agreement or prevailing market
rate, the price shall be decided upon by an arbitration appointed
under the Arbitration Act, 1961 (Act 38). - .

Right of _ 6. (1) The right of pre-emption under section 4 of this Law shall
et oo extend to all minerals or products sold to other customers by the
person against whom such right is exercised, but which bave not

minerals
already sold. left the boundaries, territorial waters c7 air space of Ghana.

(2) The price to be paid for such minerals or products shall
be the rate provided for in section 5 of this Law or the actual contract
price at which such minerals or products were sold, whichever is
less, together with—

(a) the actual cost of transportation from the mine or
plant to the port, railway station or iocality to which
the minerals or products were taken in the exercise of
the right of nre-emption;

(b) any actual penalty or damage which the person against
whom the right of pre-emption is exercised may prove
that he has suffcred by reason of any cancellation or
alteration of sea, rail, road or air transportation or of
charter of vessels or planes for the transportation of the.
minerals or products; and

(c) anyactual cost of insurance of the minerals or products.

(3) Any penalty or cost of damage payable by virtue of para-
graph (b) of subsection (2) of this section, shall be paid only in
respect of a charter or freight agreement entered into for a particular
voyage or despatch by sea, air, rail or road and not in respect of a
general charter or freight agreement for any prospective voyage or
despatch. ’

Obstruction 7. (1) Any person who obsiructs the Govemnment or its agent

g;;’%:hff';'; from exercising its right of pre-emption in respect of any minerals

pre-emption. OF products under this Law commits an offence and shall on sum-
mary conviction be liable to a fine not exceeding £500,000.00 or to
imprisonment for a term not exceeding two years or both.

(2) Where any person is convicted of an offence under subsec-
tion (1) of this section, he shall in addition to any other punishment
that the Court may impose, be liable to pay an amount equivalent
to twice the value of the minerals or products and to the cancellation
by the Secretary of any mineral right held by him under this Law.
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. 8. (1) Where a mineral right is for reconnaissance, prospecting Government
or mining of minerals, the Government shall acquire a ten per cent participation.
interest in the rights and obligations of such mineral operations in

respect of which no financial contribution shall be paid by Govern-

ment.

(2) The Government shall have the option to acquire on such
terms as shall be agreed upon between the holder of a mining lease
and the Government a further twenty per cent interest in the rights
and obligations in any mining operations where any mineral is dis-
covered in commercial quantities except that where the operation is
for the mining of salt, the Government shall have the option to
acquire a further forty-five per cent interest in the salt operations.

(3) Where the parties fail to agree on the terms of the acquisi-
tion by Government of any interest in any mineral operations under
this section, the matter shall be referred to arbitration in accordance
with section 31 of this Law.

(4) The provisions in subsections (1) and (2) of this section
shall not exclude the Government from further participation in any
mineral operations and any further participation shall be under such
terms as the parties may agree.

PART II—ADMINISTRAHON

9. The Secretary shall in consultation with the Minerals Com- Chie
mission appoint an officer to be known as the Chief Inspector of Inspector of
Mines who shall exercise the powers and perform the functions speci- Mioes.
fied in relation to him under this Law, and who shall, under the direc-
tion of the Secretary, generally supervise the proper carrying out of
the provisions of this Law. ‘

10. (1) The Chief Inspector of Mines or an office= authorised by Functiops of
him may at all reasonable times enter any reconnaissance, prospect- Chief
ing or mining area or any premises in such area other than dwelling Iﬁ;’:ﬂ“ of
house, for any of the following purposes—

(a) to break up the surface of land in such area for the
purpose of ascertaining the rocks or minerals in or
under the land;

b) to take samples or specimen of rocks, ore or concen-
trates, tailings or minerals situated in ar area under a
mineral right for inspection or assay;

) to inspect the explosives magazine up.n auy mine and
direct in what manner any explosives shall be stored;

d) to inspect the area of mineral operations to ascertain
whether any nuisance is created in the area by the
mineral operationis;

‘e) to examine documents and records required to be kept
under this Law, any regulations made thereunder or
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the terms and conditions of any mineral right and take
copies of such documents;
(f) to enter into or upon any land through which it may
be necessary to pass for the purpose of any survey; or
(g) 1o give directions and effect all acts that are incidental
or conducive to the attainment of his functions under
this Law. '

(2) The Chief Insp-.tor of Mines or an officer authorised by
him shal! have power t~ hold an inquiry whenever a fire or an occur-
rence resulting in se..cus injury happens on any land subject to a
mineral right.

11. (1) The holder of a mineral right shall at «ll times have a
responsible manager in charge of his mineral operations.
(2) The holder of a mineral right shall notify the Chief Inspec-
tor of Mines in writing of ev ry appointment of a manager and of
every change of a manager.

12. Any person who, without reasonmable excuss hinders or
obstructs the Chief Inspector of Mines or an officer authorised by
him from carrying out any of his functions under this Law commits
an offence and shall be liable on summary conviction to a fine not

exceeding £100,000.C2 or to imprisonment for a term not exceeding _

twelve months or to both.

13. The Chief Inspector of Mines or an officer authorised by him
shall not be liable for any thing done or omitted to be done in good
faith in the exercise of his powers or functions under this Law.

PART Il[—MINERAL RIGHTS AND OTHER LICENCES

14. (1) Notwithstanding any right or title which any person may
have to any land in, upon or under which minerals are situated, no
person shall conduct reconmaissance of, prospect fo1 or mine any
mineral in Ghana unless he has been granted a mineral right by the
Secretary in the form of a licence or lease as the case may be.

(2) The Sccretary shall on behalf of the Republic have power
to negotiate, grant. revoke, suspend or renew any mineral right under
this Law subject to a power of disallowance exercisable by the
Council within thirty days of such grant, revocation, suspension or
renewals. The powers of the Secretary under this subsection shall
be exerciscd on the advice of the Minerals Commission.

15. Except for such persons as may be exempted by the Secretary
on the advice of the Minerals Commission or except as otherwise
provided in this Law, no person shall qualify for the grant of a
mineral right unless it is a body corporate or an unincorporated
body of persons registered or established in Ghana under an enact-
ment for the time being in force.
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16. (1) Subject to the provisions of this Law, a mineral right shali Terms of a
be granted by the Secretary on such terms and conditions as the w

Secretary may on the advice of the Minerals Commission determine.

(2) Without prejudice to subsection (1) of this section every
-mineral right shall specify the shape, orientation and dimension,
including diagram and plan of the arca to which it relates and shall
have appended thereto a programme of mineral operations approved
by the Secretary.

17. (1) All applications for the grant, revocation, suspeasion or
renewal of a mineral right shall be submitted to the Secretary it
accordance with such regulations as may be prescribed.

(2) All applications for the grant or renewal of a mineral
right shall have appended thereto a statement giving—

(a) particulars of the financial and techaical resources
available to the applicant for the mineral operations;

(b) an estimate of the amount of money proposed to be
spent on the operations;

(c) particulars of the programme of proposed mineral
operations; and

(d) particulars of the applicant’s proposals with respect to
the employment and training of Ghanaians.

(3) Copies of every application shall at the time of submis-
sion of the application to the Secreiary be forwarded by the appli-
cant to the Minerals Commission, the Lands Commission, the
Forestry Commission in cases where forestry resources are to be
affected by the mineral operations envisaged, and the Public Agree-
inents Board.

18. (1) The Secretary shall notify the applicant in writing of his
decision on the application, and where the application is approved,
the notificatiop of the approval shall include the terms and conditions
on which the mineral right is to be granted.

(2) Where an application is approved and the applicant is
notified under subsection (1) of this section, he shall within sixty
days of thz date of the notification ot within such further period
as the Secretary may allow, notify the Secretary in writing of his
acceptance of the grant.

(3) The Secretary shall upon rcceipt of the notification of
acceptance under subsection (2) of this section, grant a mineral right
to the applicant.

(4) Where an applicant who has been notified under this section
fails to notify the Secretary of his acceptar.ce in accordaice with sub-
section (2) of this section, the application shall lapse.

Grant of
mineral

right by
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tion of gramt,
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(5) A mineral right granted by the Secretary under this section

shall be deemed a requisite and sufficient authority over the land

’lhinsfer o:'
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No removal
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in respect of which the right is granted.

19. No mineral right or any interest therein shall be transferred,
assigned or dealt with in any other manner without the prior appro-
val in writing of the Secretary.

20, (1) The holder of a mineral right shall not remove or destroy
any mimeral obtained by him in the course of his mineral operaticns
without the permission in writing of the Chief Inspector of Mines.

(2) Any permission granted under subsection (1) of this
section shali be on such conditions as the Chief Inspector of Mines
may determine. X

(3) Notwithstanding the provision in subsection (1) of this
section, cores and samples may be retained by a holder for the
purpose of assay, identification or analysis of the mineral.

(4) Where any core or sample is retained under subsection

'(3) of this section, the holder shall maintain in respect of the core or

Licence for
diverting
water.

Royalties.

sample such particulars as the Chief Inspector of Mines may, in
consultation with the Director of Geological Survey determine
sufficient for the identification of the core or sample and the location
and geological horizon of its origin.

21. (1) No person shall obtain, divert, impound or convey waier
from any river, stream Or watercourse for mining or other industrial
purposes without a licence granted by the Secretary for that purpose.

(2) An applicaticn for licence under this section shall be
made in writing to the Secretary in acvordance with such regulations
as may be prescribed.

(3) A licence for the obtaining, diverting, impounding or
conveying of water from any river, stream or watercourse for
mining or other industrial purposes shall be issued by the Secretary
in such form and on such conditions as he may determine.

(4) A licence issued under subsection (3) of this section shall
not be transferred without the prior approval in writing of the
Secretary.

PART IV—TAXES, INCENTIVES AND BENEFITS

22. (1) A holder of a miring lease shall be liable to pay to the
Republic royalty in respect of minerals obtained by him from his
mining operations.

(2) The Secretary shall on the advice of the Minerals Com-
mission determine the rate of royalty payable under this section
by the holder of a mining Jease, provided that the rate of royalty
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payable shali not be more than 12 per cent or less than 3 per ceat
of the total revenue of minerals obtamed by the holder from his
mining operations.

(3) Notwithstanding the provxs:ons in subsections (1) and (2),
the Secretary may in consultation with the Secretary for Finance and
Economic Planning and on the advice of the Minerals Commission
defer wholly or im part the royalty payable on any mineral for
such period as he may determine where he is satisfied that it is in
the national interest and in the interest of the production of such
mineral so to do.

- (4) Samples of minerals reqmred for assay, analysis or other
exammatnon may be exempted from liability for royalties at the dis-
cretion of the Secretary.

23. (1) A holder of a tmmng lease shall pay income tax at the
rate of forty-five per cent (45%).
(2) The holder of a mining lease shall be liable to pay Addi-
tional Profit Tax as provided under the Additional Profit Tax Law,
1985 (P.N.D.C.L. 122).

24. There shall be payable by every holder of a mineral right such
annual rental charges asmay be prescribed by regulations in respect
of the area to which his licence or lease relates.

Payment
of Tax.

Rental
charges.

25 (1) Royalties, fees, rerts or other payments which fall due Reco

ect of any mineral right or otherwise under the provisions of
thlS lPaw shall be a debt due to the Republic and recoverable in
the court.

(2) The Secretary may, from time to time make such arrange-
ments as appear appropriate to ensure that the holders of mineral
rights comply with the provisions of this Law, and, without prejudice
to the generality of the foregoing may accept guarautees, whether
from shareholders or ctherwise, in respect of such compliance.

26. The holder of a mining lease shall where qualified be entitled
to the following capital allowances—

(a) depreciation or capital allowance of 75 per cent of the
capital expenditure incurred in the year of investment
and 50 per cent in subsequent years;

(b) losses in each financial year not exceeding the value
of capital allowances for the year may be carried
forward;

(c) investment allowance of five per cent;

(d) capitalisation of all expenditure on reconnaissance
and prospecting approved by the Secretary on the
advice of the Minerals Commission where the holder
starts development of a commercial find.

of deg:j

Capital

allowances.
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27. The holder of a mineral right shall be granted the following
benefits as appropriate—

(@) excmption from payment of customs import duties in
respect of plant, machinery, equipment and accessories
imported specificelly and exclusively for the com-
mencement of the mineral operations and may after
establishment receive additional relief from payment of
customs and excise duties as provided in the Mining
List;

(b) exemption of staff from payment of income tax relating
to furnished accommodation at the mine site;

(¢) immigration quota in respect of the approved number
of expatriate personnel;

(d) personal remittance quota for expatriate personnel
free from any tax imposed by any enactment for the
transfer of external currency out of Ghana;

(¢) exemption from the selectivealien employment tax under
the Selective Alien Employment Tax Decree, 1973
(N.R.C.D. 201).

28. The Secretary for Finance aad Economic Planning in consul-
tation with the Secretary may defer wholly or in part the payment
of registration and stamp dutics for a period not exceeding five
years where the Secretary is satisfied that the circumstances pre-
vailing at the time of the application for the benefit justify such
deferment.

29. (1) Where the holder of a mining lease earns foreign exchange
from his mining operation:s he may be permitted by the Bank of
Ghana to retain in an external account a portion of his foreign
exchange carnings for use in acquiring spare parts and other inputs
required for the mining operations which would otherwise not be
readily available without the use of such earnings.

(2) Where the net earnings of a holder of a mining lease from
his mining operations is in foreign exchange he shall be permitted
by the Secretaryfor Finance and Economic Planning, in consultation
with the Secretary acting on the adviceof the Minerals Commission,
to retain in an external account, not less than 25 per cent of his
foreign exchange earnings for acquiring machinery and equipment.
spure parts and raw materials as well as for debt servicing, dividend
payment ard remittance in respect of quotas for expatriate person-
nel.

(3) An external account operated by virtue of subsection (2)
of this section shall be held in trust on behalf of the holder by a
trustec aprointed by the holder with the consent of the Bank of
Ghana, ..
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30. Subject i> the provision of this Law a holder of a mining lease Transfer of
shall be guaranteed free transferability through the Bank of Ghana dividends,
or in the case of a net forzign exchange earning holder through the )
external account opened with the permission of the Secretary for
Finance and Economic Planning in convertible currency of—

(@) dividends or net profits attributable to the investments
of such convertible currency;

(b) payments in respect of loan servicing where a foreign
loan has been obtained by the holder for his mining
operations;

(c) the remittance of foreign capital in the event of sale
or liquidation of the mining operations or any intérest
therein attributable to foreign investment.

31. (1) Where any dispute arises between a holder of a mineral Dispute
right and the Government in respect of any matter under Part IV of seftiement.
this Law all efforts shall be made through mutual discussion to reach
an amicable sattlement.

(2) Where any dispute arises between a holder who is a
citizen of Ghana and the Government in respect of any matter
under Part 1V of this Law which is not amicably settled as provided
in subsection (1) of this Section, the dispute may be submitted to
arbitration for settlement in accordance with the provisions of the
Arbitration Act, 1961 (Act 38).

(°) Where any dispute arises between a holder who is not a
citizen of Ghana and the Government in respect of any matter under
Part IV of this Law which is not amicably settled as provided under
subsection (1)of this Section the dispute may be submitted to arbitra-
tion—

(@) in accordance with the rules of procedure for arbitra-
tion of the United Nations Commission on Intsrna-
tiona! Trade Law; or

(b) within the framework of any bilateral or multilateral
agrecment on investment protection to which the
Government and the country of which the holder is a
national are parties; or

(¢) in accordance with any other international machinery
for the settlement of investment disputes agreed to by
the parties.

(4) The Secretary on the advice of the Minerals Commission
may specify the particular mode of arbitration to be resorted to in
the case of a dispute relating to any matter under Part 1V of this Law
and such specification shall constitute the consent of the Government
or the Agency thereof and of the holder to submit to that forum.
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PART V—RECONNAISSANCE AND PRCSPECTING

32. (1) No person shall search for any mineral in Ghana by
reconnaissance unless he is granted a mineral right in the form of
reconnaissance licence by the Secretary.

(2) The Secretary may on application duly made and sub-
ject to the provisions of this Law grant a reconnaissance licence.

(3) A reconnaissance licence may be granted for a period not
exceeding twelve months.

(4) A reconnaissance licence may in respect of any mineral
to which the licence relates confer on the holder thereof an exclusive
right 10 carry on reconnaissance for a specified mineral in the recon-
naissance area.

33, (1) No reconnaissance licence shall be granted in respect of
an area in or which constitutes—

(@) a prospecting area where another person holds in
respect of that area a prospecting licence or a restricted
prospecting licence in respect of a mineral to which
the reconnzissance licence, if granted, would relate;

(b) a mining area where another person bolds in respect of
that area a mining lease in respect of a mineral to which
the reconnaissance licence, if granted, would relate;

(¢) a restricted mining area where another person holds in
respect of that area a miniug lease in respect of a2 mineral
to which the reconnaissance licence, if granted, would
relate.

(2) Wherc an area is subject to a reconmaissance licence
which confers on the holder thereof an exclusive right to carry on
reconnaissance over that area, for a specified mineral, no other
reconnaissance licence shall be granted over that area in respect of
the mineral to which such exclusive right relates.

(3) Where ap area to which a reconnaissauce licence relates
becomes a mining area or part of a mining area the reconnaissance
licence shall ceasc to have effect in relation to such mining area.

34. (1) Subject to this Law, any regulations made thereunder
and the conditions that may be stated in the licence, a reconnaissance
licence granted under this Law shall confer on the holder of the
licence the right to carry on reconnaissance in the reconnaissance
area.

(2) For the purposes of exercising the right conferred under
subsection (1) of this section, the holder of a reconnaissance licence
may enter the reconnaissance area and erect camps or temporary
buildings including installations ir any waters which form part of
the reconnaissance area.

Ao\
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(3) The holder of reconnaissance licence shall not engage
in any drilling, excavation or other under surface operations, except
where such operations are authorised by he licence granted to him.

35, (1) The holder of a reconnaissance licence may, not later
than three months before the expiration of the licence, apply for a
renewal of the licence in respect of all or part of the reconnaissance
area.

(2) An application made under subsection (1) of this section
shall be in such form as the Secretary may prescribe.

(3) Where an application for the renewal of a reconnaissance
licence is made urder this section, the Secretary may, if he is satis-
fied that it is in the public interest to do so, renew the licence with
or without variations of any of the conditions attached to the original
licence.
(4) No reconnaissance licence shall be renewed at any one
time for a period exceeding twelve months.

36. (1) No person shall prospect for any mineral in Ghana unless
he has been granted a prospecting licence by the Secretary.
(2) Subject to the provisions of this Law, the Secretary may
on an application duly made grant a prospecting licence.
(3) Subject to subsection (5) of this section no prospecting
licence shall be granted for a period exceeding three years.
(4) Except as provided in subsection (5) of this section the

size of the area in respect of which a prospecting licence may be
granted shall not exceed 150 square kilometres in the aggregate.

(5) The Council may in respect of any particular grant of a
prospecting licence where it considers it in the national interest to
exceed the limits provided in subsections (3) and (4) of this section,
direct that the grant shall exceed the said limits.

(6) No prospecting licence shall be granted by the Secretary
ualess—

(@) the applicant hasadequate financial resources, technical
competence and experience to carry on effective pros-
pecting operations;

(b) the proposed programme of prospecting operations is
adequate; :

(¢) the applicant’s proposal for the employment and train-
ing of G.\anaiar: personnel areadequate;

(d) thc app ‘cant is able and willing to comply with the
terms and conditions applicable to the pirospecting
licence; and

(¢) the applicant is not in default.

Application
for renzwal
of recongais-
sance licence.

Prospecting
licence.

\o
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(7) No prospecting licence shall be granted in respect of land
which constitutes a mining area.

(8) Where an area is subject to a prospecting licence, no
other prospecting licence shall be graated over land in that area in
respect of any mineral to which that prospecting licence relates.

(9) Where an area is subject to a reconnaissance licence which
confers on the holder an exclusive right to carry on reconnaissance
in that area in respect of a specified mineral, a prospecting licence
shall not be gran*ed in respect of the mineral to which such exclusive
;ight relates to any person other than the holder of the reconnaissance
jcence.

37. (1) The holder of a prospecting licence may, at any time but
not later than three months before the expiration of the licence,
apply to the Secretary for a renewal of the licence.

(2) An application for renewal of a prospecting licence shall
state the period for which the renewal is sought and shall be accom-
panicd by such documents as the Secretary may prescribe.

(3) Upon an application duly made under subsection (1) of
this section, the Secretary may subject to the provisions of this Law,
grant a renewal of the licence for a period not exceeding two years.

(4) Where the holder has made an application for a renewal
of the licence over part of the area covered by the prospecting
licence and the licence may expire before the application is granted
the Secretary may extend the period of validity of the prospecting
licence for such period as he may determine pending his decision
on the application.

38. (1) The Secretary may on the expiration of the period of
renewal, and upon an application made in that bchalf, grant a
renewal of the licence for a further period not exceeding two years.

(2) Subject to the provisions of subsection (4) of this section
and 1o any modification of the requirements contained in the pros-
pecting licence, the prospacting area shall, in the event of the renewal
of the licence in respect thereof, be reduced in size to eliminate
therefrom—

(a) at the end of the initial period of the licence, not less
than half of the initial arez; and

(b) at the end of any period of renewal, half of the re-
maining area.

(3) The holder of a prospecting licence shall prior to the end

of each of the periods specified in subsection (2) of this section,

indicate the area or areas to be shed off from the prospecting area
and, in default the Secretary shall determine the area to be shed off.
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(4) Where a person holds two or more prospectirg licences
for the same mineral or minerals, the Secretary may, for the purposes
of subsection (2) of this section consider the area covered by these
licences to be one area. ‘

39, (1) Subiject to subsections (2) and (3) of this section, the Rejection ol
(1) Suby (2 (3) « s octio

Secretary shall not renew a prospecting licence if— for renewal
(a) the applicant is in default; of prospect-
(b) the proposed programme of prospecting operations to ing liecnce.
be carried out during the period of renewal of the
licence is inadequate.
(2) No application for the renewal of a prospecting licence
shall be rejected on the ground that the applicant is in default unless
the Secretary has given the applicant notice to remedy the default and
the applicant has failed to do so within such reasonable period as
may be specified in the notice.
(3) No application for the renewal of a prospecting licence
shall be rejected on the ground that the proposed programms of
operations is inadequate unless the applicant has been given an
opportunity to make appropriate amendments to the programme
and he has, within such reasonable period as the Secretary may
permit, failed to do so.

40. (1) Where in the course of exercising his right under a pros- Discovery of
pecting licence, the holder discovers any mineral not included in his m not
licence, he may apply to the Secretary for an amendment of his prospocting
prospecting licence to include that mineral. ficanee.

(2) An application for an amendment of a prospecting licence
under subsection (1) of this section shall—

(a) specify the mineral discovered;

(b) state particulars of the situation and the circumstances
of the discovery; and

(c) have appended thereto a proposed programme of pros-
pecting operations in respect of that mineral.

(3) Subject to the provisions of subsection (4) of this section,
the Secretary may permit the amendment of the prospecting licence
to include the mineral discovered.

(4) No amendment of 8 prospecting licence shall be permitted
under this section where a person other than the applicant holds a
reconnaissance licence in respect of the area with the right to
reconnoitre for the mineral discovered.

41. (1) Subject to the provisions of this Law, the holder of a Righu of
prospecting licence may in the exercise of his rights under the licence, bolder of
auter upon any land to which the licence relates—

(@) to prospect for the mineral 10 which the licence relates;
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(b) to make boreholes and such excavations as may be
necessary;

(c) to erect camps and put up temporary buildings neces-
sary for prospecting operations.

2T5£n . 4. (1) The holder of a prospecting licatsce shall—

a prospectisg (a) commence prospecting operations within three months

Hesace. from the date of the issue of the licence, or at such time
as the Secretary may specify;

(b) demarcate and keep demarcated the prospecting area
in the prescribed manner;

(c) carry on prospecting operations in accordanie with the
programme of prospecting operations;

(d) rotify the Secretary through the Chief Inspector of
Mines of any discovery of the mineral to which his
prospecting licence relates within a period of thirty
days from the date of discovery;

(e) notify the Secretary through tte Chief Inspector of
Mines of the discovery of any mineral deposit which is
of possible economic value within a period of thirty
days from the date of discovery;

() fill back or otherwise make safe to the satisfaction of
the Chief Inspector of Mines any boreliole or exca-
vation made during the course of prespacting opera-
tions;

() unless the Chief Inspector of Mines otherwise stipulates,
remove, within sixty days from the date of the cxpira-
tion of the prospecting licence any camp, temporary
buildings or machinery erected or installed by him,
and repair or otherwise make good any damage to
the surface of the ground occasioned by such removal,
to the satisfaction of the Chief Inspector of Mines;

(h) subject to the conditions of the prospecting licence,
expend on prospecting pot less than such amount as
may be specified in the prospecting licence;

(i) submit to such persons at such intervals as may be
prescribed, reports or other documents containing
such information and supported in such manner as
may be prescribed.

(2) Any monies required to be spent under paragraph (4) of
cubsection (1) of this section and which are not so spent shall be a
debt due to the Republic and recoverable from the holder in the Court.

(3) The holder of a prospectirg licence shall keep, to the
satisfaction of the Secretary, full and accurate records of the pros-
pecting operations showing such particulars as the Secretary may

prescribe.
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(4) The holder of a prospecting licence shall at least onrce in
every four months furnish the Secretary with copies of the recerds
kept by kim nader this section.

(5 Records furnished to the Secretary under subsoction (4)
of this section shall, as Iong as the holder or his sucoessor-in-title
retains the prospecting licence over the area to which the racords
relaie be treated as confidential and shall not be divulged without the
consent of the holder.

(6) Nothing in this section shall prohibit the disclosure of
any confidential mformatior—

(a) where such disclosure is necessary for the purposes of
this Law or any other enactment;

(b) for the purposes of a prosecution under this Law;

(c) 1o any person being a consultant to or an officer
employed by the Council who is authorised by the
Secretary 10 receive such confidential information.

43. (1) The holder of a prospecting licence shall notify the Secre- A;Dﬂdmt
tary of any amendment ke wishes to make to his programme of 3 mof
propspecting operations and such amendment shall, unless rejected promec&u
by the Secretary within two months after he has been notified, opera
have effect after that period.

(2) The Secretary may, upon &n spplication made to him by
the holder of a prospecting licence, limit or susperd the obligation
of the holder to carty on prospecting operations under such terms
2nd conditions as he may on the advice of the Minerals Commission

etermine.

PAar® VI-—-MINING LEASE

44. (1) Where a holder of rrospecting licence has established Minerals
that a mineral to which his lic-nce rclates exisis in commercial ;“‘;“I‘,’m‘;‘cial
quantities within the prospectiryg arei he shall notify the Secretary quaatities,
of this in writing and may apply to the Secretary in writing for a mining lease.
mining lease in respect of the Jand v/hich constitutes his prospecting

area.

(2) An application under subscction (1) of this section shall
be made not later than three months from the date of the notice or
within such further period as the Secretary may determine.

(3) Subject to the provisions of this Law, upon ap application
duly made under subsection (1) of this section the Secretary shall
ﬁm the applicant & mining lease on such conditions as he may

ermine.
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45. (1) Where a person other than the holder of a prospecting

{:’:;b‘;“;"“ licence establishes to the satisfaction of the Secretary that mineral

o
holder.

Duration,
ares, ctc. of
mining lease.

in commercial quantities exists in any land, the person may apply
for & mining lease over that land, notwithstanding that such person
doesnot hold a prospecting licence over that land.

(2) Upon an application duly made under subsection (1) of
this section the Secretary may grant the applicant & mining lease
on such conditions as he may on the advice of the Minerals Com-
mission determine.

(3) No mining lcase shall be granted under this section in
respect of any land which is held by another person—

(a) under a mining lease or a restricted mining lease;

(b) under a prospecting licence or a restricted prospecting
licence; |

(c) under a reconnaissance licence which gives the holder
exclusive rights in respect of a specified mineral and
the application for a mining lease has been made in
respect of that mineral.

46. (1) Except as provided in subsection (3) of this section, a
mining lease shall be valid for & period not exceeding thirty years.

(2) Except as provided in subsection (3) of this section the
size of the area in respect of which a mining lease may be granted
shall not exceed 50 square kilometres for any grant o7 in the aggre-
gate 150 square kilometres.

(3) The Conncil may in respect of any particular grant of a
mining lease where it considers that it is in the national interest to
exceed the limits provided in subsections (1) and (2) of this section,
direct that the grant shall exceed the said limits.

(4) A mining lease shallnot be granted to an applicant unless—

(a) the proposed programme of mining operations submitted
by him ensures the most efficient, beneficial and timely
use of the mineral resources concerned;

(b) the proposed programme of mining operations sub-
mitted by him takes proper account of environmental
safety factors;

(¢) the area of land over which the mining lease is sought
is not in excess of the area reasonably required to carry
out the proposed programme of mining operations;

(d) the applicant is not in default.
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(5) The Secretary shall not reject an application for a mining
lease made under this Law—

(a) on the grounds specified in paragraphs (a), (0), (c) of
subsection (4) of this section unless the applicant has
been given an opportunity to make appropriate amend-
ments to his application or to his proposed programme
of mining operations and has within such reasonable
time as the Secretary mcy permit, failed to do so; or

(b) on the grounds that the applicant is in default urless
he has given the applicant notice of the default and
the applicant has failed within such reasonable time as
may be specified in the notice to remedy the dcfault,

47. Where any land is subject to more than one prospecting Land subject
licence no mining lease shall be granted over that land to any appli- g’mm
cant for a mining lease unless— irg licence.
(a) the Secretary is satisfied that:

(i) therights of any other holder of a prospecting
licence over that land would not be substan-
tially prejudiced by the grant of tiie mining
lease; or

(ii) it is in the public interest that the mining lease
be granted; or

(b) any other holder of a prospecting licence over that
land conseats in writing to the grant of the mining lease.

48. (1) The holder of a mining lease may apply to the Secretary Renewal of
for the renewal of his lease at any time not later than one year before mining lease.
the expiration of such lease.

(2) The Secretary mzy grant the renewal of & mining lease for
a period not exceeding thirty years and on such conditions as he may
determine. ,

(3) Where tbe holder of a mining l=ase has made an applica-
tion for the renewal of the lease and the lease may expire before the
application is granted the Secretary may extend the period of validity
of the mining lease for such period as he may determine pending his
decision on the application.

(4) Upon the renewal of a mining lease, the Secretary shall
amend the lease accordingly and append thereto the programme of
mining operations to be carried out Juring the period of renewal.

49. The holder of a mining lease sha'l notify the Secretary of any Amendment
amendments he intends to make to his programme of mining opera- of pro-
tions and such amendments shall, unless the Secretary rejects them Fiing
within three months after being so notified, have effect after that operations.

period.

of
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;’«isgg;?n- 50. Subject to the provisions of this Law, any other enactment
mining lease, and any conditions in the mining lease, the bolder of a mining lease
may enter upon the land to which his mining lease relates for the
following purposes—
(@) to take all reasonable measures on or under the surface
to mine thc mineral to which his mining lease relates;
() to erect the necessary equipment, plant and buildings
for the purposes of mining, transporting, dressing,
treating, smelting or refining the mineral recovered by
him during the mining operations;
(c) to prospect within his mining area;
(d) to stack or dump any mineral or waste product in a
manner approved by the  hief Inspector of Mines.

Discoveryof 51, (1) Where in the course of evercising his rights under this
mineral and  Law the hclder of a mining lease discovers any further deposits of
f‘}ggms the minreral in respect of which he bolds the mining lease or any other
" mineral not included in the mining lease, he shall within thirty days

of such discovery, notify the Secretary in writing of the discovery.

(2) The notification given to the Secrctary under subsec-
tion (1) of this section shall—

(a) contain particulars of the mineral discovered; and
(b) thesiteand circumstances of the discovery.

(3) The holder of a mining lease may on notifying the Secre-
tary of the discovery of further mineral deposits or other mineral
apply to the Secretary for the inclusion of the area of the further
deposits or the mineral discovered in his mining lease.

(4) An application made under subsection (3) of this section
shall have appended thereto the proposed programme of piining
operations in respect of the further deposits or the mineral discovered.

(5) Where the Secretary is satisfied with the propssed pro-
gramme of mining operations, he may spprove the application cn
such terms and conditions as he thinks fit and shall accordingly
ameud the mining lease.

f}’{:,‘-gf:;‘“‘ 52. The holder of a mining lease may apply to the Secretary for
area, the enlargement of the mining area to which the lease relates and
the Secretary may, subject to the provisions of this Law, approve
the application if he is satisfied that such approval is in the natior.al
interest.
Obligation . 3, (1) Subject to the provisions of this Law, the holder of a
a mining mining lease shall—
lease. (a) commence commercial production on or before the
date specified in the programme of mining operations;
(b) subject to subsection (2) of this section, develop ard
mine the mineral covered by the lease in accordance
with the programme of mining operations;
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(c) demarcate and keep demarcated the mining area in
such manner as may be prescribed;

(d) submit to the Secretary through the Chief Inspector
of Mines, within three months from the date specified
in the programme of mining operations, a diagram of
the mininy area;

(e) keep and maintain in Ghana an address which shall be
registered with the Secretary, and to which all commu-
nications and notices may be addressed ;

(f) notify the Secretary as soon as he starts commercial
production.

(2) The Secretary may, on an application made to him by
the holder of a mining lease, limit or suspend the programme of
mining operations referred to in raragraph () of subsection (1) of
this section for such period and on such terms and conditions as he
may on the advice of the Minerals Commission determine if he is
satisfied that in the circumstarnces it is fair and reasonable to do so.

54. (1) In pursuance of a localisation policy every holder of a
mining lease shall submit for the approval of the Minerals Commis-
sion a detailed programme for the recrnitment and iraining of the
Ghanaian personnel.

(2) For the purposes of subsection (1) of this section “locali-
sation” means a training programme designed towards the eventual
replacement of expatriate personnel by Ghanaian personnel.

55. The holder of a mining lease shall maintain at the address
kept in accordance with paragraph (e) of subsection (1) of section 53
such documents and records as may be prescribed and shall permit
an authorised officer at any reasonable time to inspect such docu-
merts and records.

56. (1) Where the Secretary conmsiders that the holder of a
mining lease is using wasteful mining or treatment practices he may
notify such hoider accordingly and require him to show cause,
within such period as the Secretary shall specify, why he should
not cease to use such practices.

(2) If, within the period st ified in a notice issued under
subsection (1) of this section the hcider of the mining lease fails to
satisfy the Secretary that he is not using wasteful mining or trea:-
ment practices, or that the use of such practicus is justified, the
Secretary may order the holder {0 cease using such practices within
such period as he may specify.

(3) Where the holder of a mining lease, after being-ordered
to cease using wasteful mining or treatment practices, fails ‘o do so,
the Secretary may cancel or suspend the mining lease for such
period as he thinks fit. o
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§7. (1) Where the Secretary, after taking account of the public
interest and the interests of the holders of mining leases covering
neighbouring or contiguous mining areas, considers that the effi-
cient and economic exploitation of the minerals concerned require
the merger of all or part of the mining operations of such holders,
he may direct the holders to effect such merger within such time
and on such terms 2s he may specify.

(2) Before giving any directions under subsection (1) of this
section, the Secretary shall afford the holders of the mining leases
concerned reasonable opportunity to make representations to him
in writing.

58. (1) The holder of a mining lease shall notify the Secretary—

(a) one year in advance where he proposes to cease pro-
duction from his mine;
{(b) six months in advance where he proposes to suspend
production from his mine;
(c) three months in advance whers he proposes to curtail
such production; and
shall, in all cases, give reasons for such cessation, suspension or
curtailment.

(2) Where, for reasons beyond his control, the holder of a
mining lease ceases, suspends or curtails production from a mine, he
shall, within fourteen days of such cessation, suspension or curtail-
ment, notify the Secretary of this.

(3) Upon receiving the notification under subsection (1) or
(2) of this section or if he otherwise becomes aware of any cessation,
suspension or curtailment of productioa, the Secretary shall cause
the matter to be investigated and shalli subject to any relevant
requirement contained in the mining lease,

(a) give his approval for such cessation, suspension or
curtailment; or

(b) direct the holder of the mining lease to resume full
production at the mine by such date as he may specify.

(4) Approval of cessation, suspension or curtailment may be
given subject to such conditions as the Secretary may on the advice
of the Minerals Commission determine.

9. (1) No person shali carry on in & mining area any business
for which a permit or other authorisation is required under any
enactment for the time being in force unless that person has obtained
the consent of the Secretary to carry on such business.

(2) Subject to subsection (1) of this section no person shall
erect in 4 mining area building or other structure for the purpose of
carrying on any such business without the consent of the holder
of the mining lease.
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60. (1) A company which is the bolder of a mining lease shall
not without the prior consent in writing of the Secretary—

. (a) register the transfer of any equity share or shares in mining leass.

the company to any particular person or a nominee of
such person; or

(b) enter into an agreement, arrangement, or understanding,
(whether enforceable as a legal right or not) with any
particular person,

if the effect of doing so wouid be to give to that particular person
or any other person, control of the company.

(2) Upon an application duly made to him under subsection
(1) of this section the Secretary shali give his consent if he considers
that the public interest would not be prejudiced by the change of
control of ths company, otherwise he shall refuse to give his consent ;
and for the purpose of considering any such application the Secretary
may request such information as he considers necessary to enable
him determine the application.

(3) For the purposes of this section—

(a) a person is deemed to have control of 2 company—

(i) if that person or his nominee holds or that
person and his nominee hold a total of twenty
per cent or more of the issued equity shares
in the company;

(i) if that person is entitled to appoint or prevent
the appointmeat of half or more than half
of thedirectors of the company; or

(iti) if that person is entitled to exercise or control
the exercise of the right 10 cast votes in respect
of not less than two-fifths of the total number
of votes in respect of the issued equity shares
in the company;

(b) “Equity share™ or “preference share has the meaning
assigned to it under section 48 of the Companies Code,
1963 (A:t 179);

(¢) the reference in paragraph () (iii) of subsection (3) of
this section to the entitlen-ent to control the exercise
of the right to cast votes shall be sad as including an
entitlement to control the exercise of that right directly
and includes control that is exercisable as a result of
or by means of trus:.

PART VII-—RADIO-ACTIVE MINERALS
61. (1) Yhe provisions of this Law relating to reconnaissance,
prospecting and mining of minerals in Ghana shall, subject to the
provisions contained in this Part apply to radic-active minerals with
such modifications as may be necessary.

Control of
Company

Prospecting
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active
minerals
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(2) Where any radio-active mineral is discovered in the
course of exercising any right under this Law or under any other
enactment, the holder of the mineral right or such other authority
ghall immediately notify the Secretary or the Chief Iaspector of
Mines and the Director of Geological Survey of the discovery.

(3) Where any radio-active minercl is discovered on any
jand other than land subject to a mineral right, the owner of the
land shaill immediately notify the Secretary, the Chief Inspector of
Mines and the Director of Geological Survey of the discovery.

62. A holder of a licence or lease under his Part shall within the
first weck of every month furnish the Secretary with a true report
in, writing of the prospesting and mining operations conducted by
him in the immediately preceding month with respect to radio-active
minerals. :

63. (1) No person shall export aﬂy radio-active mineral except
under and in accordance with the terms and conditions of a permit
granted by the Secretary on the advice of the Minerals Commission

for that purpose.

(2) A permit issusd under subsection {1} of this section shall
be in such form and shall be subject to the payment of such fee as
the Secretary may prescribe.

64. (1) Any person who contravenes any of the provisions of
this Part or obtains a permit by means of any false statement or
represcniation commits an cffence and shall on sumrnary conviction
be liable to a fine not exceeding £500,000.00 or to imprisonment

for a term not exceeding two years or both.

(2) The cour: before which any person is convicted of an
ofence under subsection (1) of this section shall order the forfeiture
{o the State of any radio-active mineral obtained by the person
convicted.

65. (1) Any Police Officer not below the rank of an Inspector,
any senior officer of the Mines Department, and any officer autho-
rised in writing by the Secretary or the Chief Inspector of Mines
may for the purpose of enforcing the provisions of this Part, without
warrant—

(a) enter and search any place where he has reasonable
grounds to suspect that an offenice under this Part has
been, or is about to be committed;

(b) seaich and arrest any person whom he has 1easonable
grounds to suspect to have committed, or is about to
commit an offence under this Part;
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(c) seize any radio-active mineral which he suspects to

gave been obtained cortrary 1o the provisions of this
art;

(d) seize uny prospecting or mining apparatus which is

used or abcut to be used in the commission of an

offence under this Part. .

PART VIII—SURRENDER, SUSPENSION AND CANCELLATION OF
MINERAL RIGHTS

66. (1) The kolder of any mineral right w_.o wishes to surrender
all or any part of the land subject to the mineral right shall apply
to the Secretary through the Chief Inspector of Mines for a certifi-
cate of surrender not later than threc months before the date on
which he wishes the surrender to take effect;

(2) An application under subscction (1) of this section shall
be in accordance with such regulations as may be prescribed.

(3) Subject to subsection (4) of this section upon an applica-
tion duly made under subsection (1) of this section the Secretary
shall through the Chief Inspector of Mines issue a certificate of
surrender in respect of the land to wi.ich the application relates.

(4) The Secretary shall not issue a certificate of surrender—

(@) to an applicant who is in default;

(b) to an applicant who fails to give records and reports in
relation to his mineral operations;

(c) where he is not satisfied that the applicant will surren-
der the land in a condition which is safe 2ad accords
with good mining practice;

(d) in respect of any land if the remaining area cf the land
after such surrender would not be of the shape or
dimension prescribed with respect to any such area.

{(5) Where a certificate of surrender is issued under this section
the Secretary shall, where part only of the land subject to the mineral
right is surrendered, amend the relevant licence accordingly or
cancel the mineral right where the surrender is in respect of the
whole area covered by the mineral right.

(6) The Secretary shall through the Cbief Inspector of Mines
give notice to the applicant of the amendment or cancellation of
the mineral right and where there is surrender, issue a certificate
of surrender.

(7) Land in respect of which vertificate of surrender is issued
gshall be treated as having been surrendered with effect from the
date on which notice of the surrender is givei under subsection (6)
of this section.

Surrender of
mineral
rights.
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(8) The surrender of any land under this section shall not
affect any liability incurred by any person in respect of that land
before the date on which the surrender took effect.

Suspension 67. (1) The Secretary may suspead or cancel a mineral right if

32 2" the holder—

mineral ight. (0) fails te make any of the paymexs required by or under
this Law on the due date;

(b) is in breach of any provision of this Law or the con-
ditions of the minera! right or the provisions of any
other euactment relating to mines and minerals;

(c) becomes insoivent or bankrupt, eatcrs into aay agree-
ment or scheme of composition with his creditois, or
tzkes advantage of any enactment for the benefit of
his debtors or goes into liquidation, except as part of
a sclieme for an arrangement or amalgamation;

(d) makes any statement to the Secretary in connection
with his mineral right which he knows or ought to
have known to be false; or

(e) for any reason becomes ineligible to apply for amineral
right under the provisions of this Law.

(2) The Secretary shall before suspending or cancelling any
mineral right give notice to the bolder in such manner as shall be
prescribed and shall in such potice require the holder to remedy
any breach of the condition of his mineral right and where such
breach canno! be remedicd to show cause to the satisfaction of
the Seuﬁtary why the mineral right should not be suspended or
cancelled.

(3) On cancellation of a miaeral right under this section,
the right of the holder shall cease but without prejudice to any
liabilities or obligations incurred by &ny person in relation thereto

prior to the date of the cancellation.

Vesting of 68. (1) Except as may otherwise be provided in the mining
property.on Jease, all immovable assets of the holder under the mining lease
of mining_ Shall vest in the Republic on tI effective date of the termination
lease. of the lease.

(2) All mevable asszts of the holder in the mining area which
are fully depreciated for tax purposes shall ves? in the Republic
without charge on the effective date of sucl, termination and any
such property not then fi ully depreciated for tax purposes shall be
offered for sale to the Republic within sixty days from the effective
date of termination at the depreciated cost.

-
L
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(3) Where the Republic fails to purchase any assets offered
for sale in accordance with subsection (2) of this section, the owner
may remove or ot::erwise dispose of such assets within such period
as the Secretary may determine and after the expiration of such
period the assets shall become the property of the Republic without
charge.

69. (1) Upon termination of a mineral right the foimer holder
thereof shall deliver to the Secretary—

(@) all records which the bolder is obliged under the pro-
visions of this Law or regulations made thereunder
to maintain;

(b) all plans or maps of the area covered by the mineral
right prepared by the holder or at his instructions; and

(¢) such other document relating to the mineral right as
the Secretary may direct.

(2) Any persen who fails to deliver, within thirty days from
the date of his being calied upon to do so by the Secretary, any
document which is required to be delivered under subsection (1) of
this section shall be guilty of an offence.

PART IX—SURFACE RIGHTS

70. (1) The holder of a mineral right shall exercise his rights
under this Law subject to such limitations relating to surface righ:s
as the Secretary may prescribe.

(2) The rights conferred by a mineral right shall be exercised
in a manner consistent with the reasonable and proper conduct of
the operations concerned so as to affect as little as possible the
interest of any lawful occupier of ti:e land in respect of which suci
rights are exercised.

(3) The lawful occupier of any land within an area subject
to a mineral right shall retain the right to graze livestock upon or to
cultivate the surface of such land in so far as such grazing or culti-
vatiqn does not interfere with the mineral operations in the area.

(4) In the case of a mining area, the owner or lawful occupier
of the land within the mining area shall not erect any building or
structure thereon without the consent of the holder of the mining
lease, or if such consent is unreasonably withheld, without the con-
sent of the Secretary.

71. (1) The owner or cccupier of any land subject to a mineral
right may apply to the holder of the right for compensation for any
disturbance of the rights of such owner and for any damage done
to the surface of the land, buildings, works or improvements or to
livestock, crops or trees in the area of such mineral opzrations.

Delivery of
documents to
Secretary on
termipation
of a mineral
right.

Surface
rights.

Compensa-
tion for
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surface
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(2) An application for compensation under subsection (1) of
tBlu‘;s s;ction shall be copied to the Secretary and the Land Valuation
ard.

(3) The amount of compensation payable under subsection
(1) of this section shall, subject to the approval of the Land Valua-
tion Board, be determined by agreement between the parties con-
cernod and if the parties are unable to reach an agreement as to the
amount of compensation, the matter shall be referred to the Secre-
tary who shall in consultation with the Land Valuation Board
determine the compensation payable.

‘12. The holder of a mineral 1ight shall in the exercise of his
rights under the licence or lease have due regard to the effect of the
mineral operations on the environment and shall take such steps as
may be recessary to prevent pollution of the environment as a result
of such mineral operations.

PART X—BUILDING AND INDUSTRIAL MINERALS AND SMALL-SCALE
MINERAL OPERATIONS

73. (1) No person shall—

(@) search for any building or industrial mineral by recon-
paissance;

(b) prospect for any buildirg or industrial mineral; or

(c) mine any building or irdustrial mineral,

without a restricted reconnaissance licence, restricted prospecting
licence or restricted mining lease respectively granted by the Secre-
tary. A

(2) Except as provided in this Part and subject to any specific
provision made in this Law in respect of building and industrial
minerals, the provisions of this Law relating to mineral rights shall
apply to building and industrial minerals subject o such exemptions
and modifications as the Secretary may on the advice of the Minerals
Commission by regulations prescribe.

74. (1) A restricted reconnaissance licence, a restricted prospecting
licence and a restricted mining lease skall not be amended to include
therein any mineral other than the building or industrial mineral in
respect of which the licence or lease was granced.

(2) Subject to subsection (3) of section 46 a restricted mining
lease shall be valid for a period not exceeding fifteen years as the
Secretary may on the advice of the Minerals Commission determine
and may on an application made to the Secretary be renewed for
further periods not exceeding fifteen years at any one time.

A
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(3) No restricted mining lease shall be granted to any applicant
unless such applicant holds a restricted prospecting licence in respect
of the building or industrial mineral applied for.

75. (1) No restricted reconaaissaace licence, restricted prospect- pu:'

ing licence or restricted mining lease shail be granted to any person for app!
who is not a citizen of Ghana. restricted

(2) The Secretary may on the advice of the Minerals Com- e Cease.
mission exempt any person from the provision of subsection (1) of
this section where he is satisfied that—

(@) itisin the publicinterest thata restricted reconnaissanoce,
a restricted prospecting licence or a restricted mining
Jease be granted to such person; or

) (i) the restricted reconnaissance licence, the

restricted prospecting licence or restricted
mining lease applied for is in respect of
building or industrial minerals required for
specific works; and

(i) the applicant bas given an undertaking that
the minerals concerned will not be sold or
otherwise disposed of for profit.

(3) The Secretary may cancel a minoeral right granted under
this Part where he is satisfied that the holder has entered into an
arrangement with a person who is not a citizen of Ghana which
arrangement has the effect of transferring to that person the benefit
of such mineral right.

76. Nothing in this Law shall prevent— Special rights

(a) a local authority on land owned by it; o et with

(b) the owner o1 lawful occupier of any land owned or m?’w od
occupied by him; or i Ay

(¢) the holder of any mineral right on land to which the minerals.
right relates,

from prospecting for and mining any building or industrial minerals

to be used by such owner, occupier or he! “er solely for building,

road making or agricultural purposes on such land, so long as the

exercise of such right is not inconsistent with or detrimental to the

lr;ght of any other person holding a mineral right in respect of such
d.

77. (1) Where the Secretary after consultation with the Minerals Smali-scale
Commission considers that it is in the public interest to encourage mineral
prospecting and mining of minerals in any area of land by methods operations.
not involving substantial expenditure or the use of specialised
technology, he may by notice in the Gacette, designate that area for
small-scale minerai operation and prescribe the mineral to be mined.
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(2) Where an area has been designated for small-scale minera!
operation under subsection (1) of this section, the Secretary may
on the advice of the Minerals Commission in respect of that area and
in relation to any mineral prescribed exclude or medify by regulation
any of the provisions of this Law which would otherwise apply to
prospecting or mining operations in that area and for the minerals
prescribed.

{3) Nothing in subsection (2) of this section shall be read or
construed as authorising anything to be done—

(@) which has the effect of modifying or extinguishing
the rights of any person holding a mineral right over
a designated area or any part thereof’; or

(b) which affects the rights of any other person except to
the extent that those rights might have been affected
if no exclusior or modification had been made under
subsection (2) of this section.

(4) The provision ir. section 75 of this Law which relates
to the qualification of applicants for building and industrial minerals
shall apply to applicants for sinall-scale mineral operation.

PART XI—MISCELLANEOUS PROVISIONS

78. (1) The holder of 2 mineral right shall in the conduct of his
mineral operatioss, and in the purchase, construction and installa-
tion of facilities, give preference to—

(a) materials and products made in Ghana;
(b) service agencies located in Ghana and owned by
(i) Ghanaians;
(ii) companies or partnership registered under
the Companiss Code 1963 (Act 179) or the
Incorporated Private Partnerships Act, 1962
(Act 152);
(iii) public corporation,
to the maximum extent possible and consistent with safety, efficiency
and economy.

(2) The holder of a mineral right shall, ip all phases of his
operations, give preference in employment to citizens of Ghana
to the maximum extent possiblie and consistent with safety, efficiency
and economy.

79. (1) The Secretary shal! maintain records of ali mineral rights
granted under this Law and, subject to such conditions as the Secre-
tary may prescribe, such records shall be open to inspection by
members of the public during normal official "vorking hours and
members of the public may on payment of such fees as may be
prescribed be permitted to take copies of such records.
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(2) The Secretary may, for the purposes of this Law, in
writing request any person to furnish him within the period specified
in the request, such information and documents as may be specified
in tbe request.

80. (1) Any person who— Offences.

(a) conducts reconnaissance, prospects for or mines
minerals otherwise than in accordunce with the pro-
visions of this Law;

(b) in making application fer mineral right or renewal
thereof, knowingly makes any statement which is false
or misleading in any material particular;

(c¢) in any report, return or affidavit submitted in pur-
suance of the provisions of this Law, knowingly
includes any information which is false or misleading
in any material particular;

(d) removes or disposes of any mineral contrary to the
provisions of this Law;

(e) carries on business in contravention of subsection (1)
of section 59 or erects any building or other strvcture
in contravention of the provisions of subsection (2) of
section 59;

(f) pollutes the environment contrary to section 72;

(g) removes any building, fixed machinery or other
movable property contrary to section 68;

(h) places or deposits, or causes to be placed or deposited
any mineral in any place with the intention to mislcad
a?.y other perscn as to the mineral possibilities of such
place;

(i) mingles or causes to be mingled with samples or ore
any substances which will enhance the value or in any
way change the nature of such ore with the intention
to cheat, deceive or defraud;

(j) being engaged in the business of milling, leaching,
sampling, concentrating, reducing, assaying, trans-
porting or dealing in ores, metals or minerals, keeps
or uses any false or fraudulent scales or weights for
weighing such ores, metals or minerals, or uses any
false or fiaudulent assay scales or weights or enriched
fluxes used for ascertaining the assay value of minerals,
knowing them to be false or fraudulent;

(k) fails, neglects or refuses to comply with any direction
lawfully given under this Law;

" (I fails neglects or refuses to allow or provide all reason-
able facilities and assistance to any officer exercising
any power under this Law;
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(m) obstructs, hinders or delays an authorised officer in
the performance of his duties under this Lz /; or

(n) contravenes any of the other provisions of this Law,
shall be guilty of an offence.

81. (1) Where an offence is committed under this Law or under
regulations made thereunder by a budy of persons—

(@) in the case of a body corporate, other than a partner-
ship, every director or an officer of the body shall also
be deemed to be guilty of the offence; and

(b) in the case of a partnership every partner or officer of
that body shall be deemed to be guilty of that offence.

(2) No person shall be deemed to be guilty of an offence by
virtue of subsection (1) of this section if he proves that the offence
was committed without his knowledge or connivance and that he
exercised all due care and diligence to preveat the commission of
the offence having regard to all the circumstances.

82. (1) Any person found guilty of an offence under this Law
for which no penalty has been provided shall be liable, on first
conviction, to a fire not exceeding £500,000.00 or to imprisonment
for a term not exceeding two years or te both.

(2) On a second or subsequent comviction for an offence
under this Law, a Court may impose a penalty which does not exceed
double the penalty referred to in subsection (1) of this section.

(3) The Court before which any person is convicted of an
offence under this Law may in addition to any penalty that it may
impose order the forfeiture to the Republic of any mineral in respect
of which the offence was committed.

83. (1) The Secretary may, by legislative instrument make regu-
lations for the conservation and development of mines and minerals
and for the purpose of giving cffect to the provisions of this Law.

(2) Without prejudice to the generality of subsection (1) of
this section, regulations made under this section may provide for—

(a) the shape of areas over which mineral rights may be
granted;

(b) the examination of any mine or mineral by an autho-
rised officer;

(¢) determining the qualities of the minerals to be extracted;

(d) the retention of any ore or specimen of any mineral
by any person in charge of a mine or connected there-
with for the identification of such ore or sample and
for the taking by an authorised officer of samples: of
such ore or specimen;
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() directions to be given to any person in charge of a
mine or connected therewith by an authorised officer
for the conservation and development of mines and
minerals;

(f) the making of retums of minerals won and for the
valuation of such minerals;

(g) the returns to be rendered in relation to accounts,
books and plans required to be kept by holders;

(k) the submission by any person in charge of a mine or
connected therewith of such returns as the Secretary
may specify in the regulations and for the maintenance
by such person of.such records;

(i) the nature and adequacy of any map or plan required
for the purposes of this Law;

(j) the merger cf mineral rights;

(k) the contribution by parties benefitted by a fair share
of cost of pumping in cases where pumping in one
mine benefits other mines;

(D) the restriction of prospecting operations in o1 near any
river, dam, lake, or stream;

(m) preventing the pollution of waters, springs, streams,
rivers or lakes;

(n) the manner in which areas and boundaries shall be
marked, beaconed and surveyed and the fees payable in
respect of such survey;

(o) the grazing of cattle or other animals on the mineral

area;

(p) the gathering of firewood and the cutting down and
use of timber for the purpose of carrying on prospecting
and mining operation;

(g) the renewal, transfer, assignment and surrender of
mineral rights;

() the protection of pits, shafts and such other dangerous
places;

(s) the reporting of accidents;

(1) ensuring the safety of the public and the safety and
welfare of persons employed in mines and the carrying
on of mineral operations in a safe, proper and effective
manner;

(u) preventing the employment of incompetent persons to
be in charge of machinery; .

(v) preventing injury to persons or propeity in a mining
area by chemicals;

- \uv
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(w) regulating the use of explosive in mineral operations;

(x) fees payable under this Law;

(») forms of applications and licences to be made and
issued under this Law;

(2) the penalties for offences against the regulations and
anything which is to be prescribed.

'::P“"' 84. (1) In this Law, unless the context otherwise requires—

““authorised officer” means a person authorised by the
Secretary or the Chief Inspector of Mines to exercise
any power or function under this Law;

“benefits” include facilities, entitlements and exemptions
conferred on a holder in respect of 2 mineral right;

“puilding and industrial minerals” means barite, basalt, clay,
dolomite, feldspar, granite, gravel, gypsum, laterite,
limestone, mica, magnesite, marble. phospl:ate, rock,
sand, sandstone. slate and talc, when mined for use
in Ghana for agriculture, building, roadmaking or
industry and such other minerals as the Secretary may
from time to time declare, by notice published in the
Gazette. 10 be building and industrial minerals when
so mined;

“Capital” means all cash contributions, plant, machinery,
equipment, buildings, spare parts, raw materials and
other business assets other than goodwill;

“Chief Inspector of Mines™ means the Chief Inspector of
Mines appointed under section 9.

*‘citizen of Ghana’ means—

(@) in relation to an individual, an individual who is
a citizen of Ghana by virtue of any law for the time
being in force in Gi:ana,;

(b) in relation to a partnership or association of
individuals, a partnership or association which
is composed exclusively of individuals who are
citizens of Ghana;

(¢) in relation to a body corporate other than public
corporation, a body corporate which is incorpo-
rated in Ghana under (he Companies Code, 1963
(Act 179), and

(i) which is certified by the Secretary to be
controlled by Government; or

(ii) whose membership is composed exclusively
of persons who are citizens of Ghana; or
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(iii) whose directors are exclusively citizens of
Ghana; or
(iv) which is controlled by individuals who are
citizens of Ghana;
(d) in relation to a public corporation, a corporation
that is established in Ghana by or under any
enactment;

“continental shelf” or “the exclusive economic zone”
means any area declared by any enactment for the
time being in force as the continental shelf or the
exclusive economic zone of the Republic;

“Council’’ meansthe Provisional National Defence Council;

“Customs import duties” includes import duty, sales tax and
other related charges;

“Foreign capital” means convertible currency, plant,

machinery, equipment, spare parts, raw materials and

" any other business assets other than goodwill that

enter Ghana with no initial disbursement of Ghana'’s

foreign exchange and are intended for or related to
mineral operations approved under this Law;
“Government” meains the Government of Ghana;

“holder” means the hoider of a mineral right under this
Law;

“in default” means in breach of any of the provisions of
this Law;

“Map or plan” means a document containing geometrical
numerical and verbal representations of a piece of
land, which has been signed by a land surveyor and
approved or certified in such manner as the Chief
Inspector of Mines may require;

“mine’” when used as a noun, means any place, excavation
or working wherein, whereon or whereby any operation
connected with mining is carried on together with all
buildings, premises, erections and appliances belonging
or appertaining thereto above and below the ground
for the purpose of winning, tieating or preparing
minerals, obtaining or extracting any mineral or metal
by any mode or method or for the purpose of dressing
mineral ores, and includes a quarry where building
and industrial minerals are mined;

“mine” when used as a verb, means intentionally to win
minerals, and includes any operations directly or
indirectly necessary therefor or incidental thereto, and
“mining” shall be construed accordingly;

\A°
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“mineral” means any substance in solid or liquid form
occurring naturally in or on the earth, or on or under
the seabed, formed by or subject to geological process
including building and industrial minerals but does
not include petroleum (as defined in the Petroleum
(Exploiation and Preduction) Law, 1984 (P.N.D.C.L.
84) or water;

“mineral operations” means reconnaissance, prospecting
or mining of minerals;

“mine1al right” means a right to reconnoitre, prospect for
or mine minerals given by the Secretary in the form of
a reconnaissance licence, a prospecting licence, a
minirg lease, a restricted reconnaissance licence, a
restricted prospecting licence or a restricted mining
lease;

“mining area” means the land designated as a mining
area in a mining lease;

“Mining lease” means the area wh' ., is subject to a right to
mine under section 44 or 45 of this Law;

“mining operations” means the mining of minerals under
a mining lease;

“prescribed” means prescribed by Regulations;

“a programme of mining operations’ means such a pro-
gramme approved on the granting of a mining lease
and includes any amendment theretomade in pursuance
of the provisions of this Law;

“programme of prospecting operations” means such a pro-
gramme apptoved on the granting of a prospecting
licence and includes any amendment thereto made in
pursuance of the provisions of this Law;

“programme of reconnaissance operations” means such
a programme approved on the granting or renewal of a
reconnaissance licence and includes any amendment
thereto made in pursuance of this Law;

“prospeci’ means intentionally to search for minerals and
includes operations to determine the extent and econo-
mic value of any deposit;

“prospecting area” mieans the land subject to a prospecting
licence;

“prospecting licence” means a right to prospect acquired
under section 36;

“provided” means provided under this Law, a mining
lease, or licence granted under this Law;

“radio-active mineral” means a mineral which contains
by weight at least one-twenticth of one per cent

-

QY



35 PN.D.CL. 183.
MINERALS AND MINING LAW, 1986

' (0.05 per cent) of uranium or thorium or any combina-
tion thereof, including but not limited to the follow-
ing—

(a) monazite sand and other ores oontaining
thorium; )

(b) carnotite, pitchblende and other ores contain-
ing uranium;

“reconnaissance” means the search for minerals by geo-
physical, geochemical and photo-geological surveys or
other remote sensing techniques and surface geology
in connection therewith but does not, unless a licence
granted under section 32 so provides, include drilling,
excavation or other subsurface techniques;

“reconnaissance licence” means a right to conduct recon-
naissance acquired under section 32;

“reconnaissance area’ means the land subject to a recon-
naissance licence;

““regulations” means Regulations made under section 83
of this Law;

“Republic” means the Republic of Ghana;

“restricted mining area” means the land subject to a
restricted mining lease;

“restricted prospecting area” means the land subject to a
restricted prospecting licence;

“restricted mining lease” means a lease to mine building
or indastrial mineral;

“yestricted prospecting licerce’” means a licence to prospect
for building or industrial mineral;

“restricted reconnaissance licence” means a licence to
search for building or industrial mineral by recon-
naissance;

“Secretary” means the Provisional National Defence
Council Secretary for Lands and Natural Resources;

“State” means the Government of the Republic of Ghana;

“termination” means the lapse of a mineral right by expiry
of time, surrender or cancellation.

85. (1) The following enactments are hereby ropealed— _
() The Minerals Ordinance, 1936 (Cap. 155); e
(i) 'lIS'hle) Radio-Active Minerals Ordinance, 1946 (Cap.
(iii) Minerals Act, 1962 (Act 126);

and

\\‘C\'l/
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(iv) The Mines and Minerals (Conservation and Develop-
ment) Act, 1965 (Act 278);

(v) Mining Rights Regulations, 1905 (Cap. 153); and

(vi) Section 1 of the Minerals Act and Regulations
(Amendment) Decree, 1968 (N.L.C.D. 308).

(2) The provisions of the Administration of Lands (Amend-
ment) Decree, 1979(A.F.R.C.D. 61) shall to the extent that they apply
to mining rights cease to be operative on the coming into force of
this Law and accordingly all references in that Decree to mining
rights are hereby repealed.

(3) Notwithstanding the ropeal in subsections (1) and (2) of
this section, any regulations made under the repealed enactments
shall so far as they are consistent with the provisions of this Law,
continue in force as if they wete regulations made under section 83 of

this Law.

Tramsitional  86. Notwithstanding the repeal of the enactments referred to in

gmﬁ soction 85 of this Law, any licenco, leaso or permit granted under
existing any of those enactments and subsisting immediately before the

Moencec, ¢tc. commencement of this Law shall continue in force subject to such
oonditions as the Secretary may determine.

5odi.ﬁqation 87. The following enactments—
Cactments. (a) the Administration of Lands Act, 1962 (Act 123);
(b) the Concessions Ordinance, 1939 (Cap. 136);
(c) the Concessions Act, 1962 (Act 124);
(d) the Aliens Act, 1963 (Act 160),;
(e) ihe Selective Aliens Employment Tax Decree, 1973
(N.R.C.D. 201);
(f) the Exchange Control Act, 1961 (Act 71);
(g) the Income Tax Decree, 1975 (S.M.C.D. 5);
(k) the Minerals Regulations, 1962 (L.1. 231) and
any enactment relating to minerals as defined under section 84 of

this Law shall apply with such modifications as may be necessary to
give full effect to the provisions of this Law.

Made this 4th day of July, 1986.

FLT.-LT. JERRY JOHN RAWLINGS
Chairman of the Provisional National Defence Council

Date of Gaze:te notification: 18th July, 1986.
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IN pursuance of the Provisional National Defence Council (Establisu-
ment) Proclamation, 1981, this Law is hereby made— -

PART J—ESTABLISHMENT OF MINERALS COMMISSION

1. (1) There is hereby established a body to be known as the
Minerals Commission in this Law referred to as the *‘Commission”.

A '-', ¥)) 'nie Commission shall be a body corporate with perpetual
succession and a common seal and shall have power to sue and be
sued in its own name. I S S
(3) The Commission may for the purpose ‘of its functions
acquire hold or dispose of property. whether movable 6r immovable.
. (4) Where there is ahy‘ hindrance to the acquisition of any
property under subsection (3) of this section, the property may be

Establish-
ment.

acquired for the Commission under the State Property and Contracts

Act, 1960 (C.A. 6) or the State Lands Act, 1962 (Act 125). * -
2. The Commission shall be responsible for— i

(@) formulating recommendations of national policy on the
~ exploration for and exploitation of mineral resources
with special reference to establishing national priorities

.. having due regard to the national economy; = .

(6) advising the Secretary on matters relating to minerals;

(c). monitoring the operation of such policy as the Provi-
- sional National Defence Council may adopt relating to
 minerals and reporting;. o

(d) ‘moniforing the operations of all bodies of establish-

. -ments concerning minerals and reporting to the Pro-
" visional National Defence Council; . -

(e) receiving and assessing all public zigfgemcpt§ relating
"+ to minerals; o STl A

LY
P SH

(f) securing a firm basis of comprehensive data collection -

,.. on national mineral resources and the technologies

+ . of exploration and exploitation for-qqtig;igl decision-

. making;

SO
RO A

FPunctions.

(g) such other functions as the Pfovisioﬁal'.Nétioﬁal .

Defence Council may assign. . . .t R gL

3. The Commission shall be made up of such number of persons
s the Provisional National Defence Council acting on the advice
)f the Secretary shall determine, SR o

Composition
of the

Commissinn.

\,v"“u
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Qualifica- 4 (1) No person shall be qualified to be a member of the Com-

on for teet
‘membershig, rpxss:on‘ who—
) (a) isnot a citizen of Ghana;

(&) has been adjudged or otherwise declared—
- (i) a bankrupt under any law in force in Ghana
", and has not been discharged;
(i) to be of unsound mind; or -

(c) is detained as a criminal lupatic under any law for the
‘ time being in force in Ghana; or - N ,
(4) has been convicted and has not been granted a free
'~ pardon— . A .
() for treason or for an offence involving the
.. security of the State, fraud, dishonesty or moral
turpitude; or RIS
(ii) for any other offence on ipdictmcnt; '
(¢) has been found by the report of 8 commission -or a
+ committee of inquiry to be incompetent to hold public
office or is a person in respect of whom a commission
or a committee of inquiry has found that while be-
ing a public officer he acquired assets unlawfully or
defrauded the State or misused or abused his office, or
wilfully acted in a manner prejudicial to the interest of
the State and such findings have not been set aside on
appeal or judicial review; or S :
(f) has had his property confiscated as a result of th¢
findings of a commission or committee of inquiry, and
_such findings have not been' set aside on appeal or
- judicial review; - L R
(8) is under sentence of death or other sentence of imprison-
ment imposed on him by any court; or
(h) is otherwise disqualificd by any law for the Lime beine
in force,

(2) Without prejudice to the provisions of subsection (1) of
this section a member of the Commission shall cease to be 2 member
if in the case of a person'possessed of professional qualification, he
is disqualified, otherwise than at his own request, from practising
his .profession in Ghana by an order of any competent authority
made in respect of him personally. R .
Chairman. 5. The Provisional National Defence Council acting on the advice
..+ . of the Secretary shall appoint a Chairman of the Commission on

such terms and eonditions as the Council may determine, . -


http:P.N.D.CL

3 P‘_NODQCOLI ;154.

 MINERALS COMMISSION LAW, 1986 -

" 6. A member of the Commission other than the Chairman and
an ex officio member shall hold office for a period not exceeding

Tenure of

0
Members.

three years and may on the expiration of that period{be eligible for

re-appointment.

"9, The Chairman or a member of the Commiséidﬁ:n{éy at any

{ime by notice in writing addressed to the _Provisional.Nnional

Defence Council resign his office. - Teve
8. The Chairman or a member of the Commission m'é,”y'be'removed
from office by the Provisional National Defence Council for inability

Resignation.,

Removal,

‘to perform the functions of his office or for any other sufficient cause

N AT

or for stated misbehaviour. - . ’

-9. (1) Subject to section 8.of this Law the terms and conditions
of service of the members of the Commission shall be as stated in

their letters 'of appointment. :

(2) There shall be paid to the members of the Commission

.and persons co-opted under section 12 of this Law to attend meetings
.of the Commission such allowances as the Provisional National

Defence Council may approve. , e

10. (1) The Commission shall meet for the despatch of business
at such times and in such places as the Commission may determine
but shall meet at least once every quarter. '

2) The Comaission shall make provision for the regulation

of its meetings subject to the provisions of this Law.

(3) The quorum at any meeting of the Commiss'bn shall be
determined by the Commission. : .

(4) Every meeting of the Commission shall be pr'esided ovel
by the Chairman and in his absence by a member of the Commission

. appointed by the members present from among themselves.

.or casting vote.. . ;

(5 The- validity of any ‘proce¢dings of the Commission shall
not. be affected by any vacancy in its membership or any defect in
the appointment of any of its members. ceL

11. (1) Questions before the Commission shall be decided by a
majority of the members present and voting. Pt

' *(2) The Chairman or the person presiding ‘at a meeting of
the Commission shall in the event of equality of votes have a second

vt

12. Wherever it is deemed necessary, the Commission may co-opt

savey

"any person or- persons to act as adviser or advisers at any of its

.
e

'meetings but no person or persons so co-opted shall be entitled to

vote at any such meeting. -

Terms an
conditior,
of service
of memb

‘Meetings.

Voting.

Po~erto
¢o-opt.
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'PART II—MANAGEMENT AND STAFF OF COMMiISSION
e AR
, Ghief - 13, (1) The Commission shall have a Chief Executive who shall
& ™ be appointed by the Provisional National Defence Council upon
- the recommendation of the Secretary. f-‘; S R
" - 7«7 (2) The Chief Executive shall'hold office upon such terms
and conditions as the Provisional National Defence Council may
determine. .~ = - o T
- (3) Subject to such general directives'as the Commission may
. give, the Chief Exccutive shall be responsible for the day-to-day
‘administration of the Commission and the implementation of the

decisions of the Commission. S

. (4). The Chief Exccutive shall be responsible far the orjanisa-
tion and control of all the employees of the Commission. - .

(5) The Chief Executive may, in order to promots cificiency,
delegate his function for the day-to-day- administration to any
.officer of -the Commission, but the Chief Executive shall not
be relieved from ultimate responsibility for the discharge of any
functions so delegated. It VT P

suffof  -"14. (1) The Commission may t"ro'xh'_ time to time engage such
Commission. employees as may be necessary for the proper and efficient conduct
' of the business and functions of the Commission. o

()] The employees of the Commission, other than the Chief
Executive, shall be appointed by the Commission acting in accord-
ance with the advice of the Public Services Commission,

(3) The Commission may engage the services of such consul-
tants and advisers as it may determine, 7> K
Exccutionof  15. (1) The application of the seal of the Commission to any
Contracts,  document shall be authenticated by the signature of the Chief .

et _ Executive or some members of the Commission authorised by the
Commission to authenticate the application of the seal. .

r -'(2) The signature of the Chief Executive and the other mem-
bers of the Commission shall be independent ofj the signature of
‘any other person who is required or gu:th'c.);is._cd tosign the document,

+ (3) The Commission may by instrument in'writing under its
common seal empower any person cither generally or in respect of
any specific matters as its attorney, to execute deeds on its behalf
in any place outside Ghana and every deed signed by such attorney
on behalf of the Commission and under his seal shall be binding
on the Commission and shall have the same effect as if it was made
under the common seal of the Commission.

k)
i

Q-
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_ (4) Any mstrumcnt or contract which, if exccuted or. cntcred
into by a person other than a body corporate, would not require
to be under seal, may be executed or entered into on behalf of the
Commission by a member of the Commission or an employee of
the Commission if such person has previously been authorised %

a resolution of the members of the Commission to executc or entex
into that particular instrument or contract.

v (5) The Commission if it thinks fit, may by wntmg under its
common seal appoint any person outside Ghana as agent to execule
an instrument or enter into a contract and the instrument or contract
if executed or entered into on behalf of the Commission shall have
effect as if it had been duly executed or cmered mto as prescnbed
for thc purpose of this section.

" (6) Every document purporting to be an mstrumcnt executed
or issued by or on behalf of the Commission and purporting to be—

(@ sealed with the common seal of the Commission authen-

ticated in the maaner provided by subsectxon (l) of this
- section; of ’

(b) signed by and under the seal of a person appomted as
‘attorney under subsection (3) of this section ; or

(c) signed by a member of the Commission or other person
.authorised in accordance with subsectxon (4) of this
section to act for that purpose,

shau be deemed to be so ‘executed or issued unnl the contiary is
shown.

PART I1I—FINANCIAL PROVISIONS

16, (1) The Capital and Funds of the Cominission shall include—

~ (a) any grants received from the Government as workmg
" capital for the Commission; .

(b) grants received from the Govcmmcnt by the Com-

' - mission fo: the discharge of its functions;
(¢) any loans granted to the Commission;

" (d) any moneys accruing to ths Commission w wc vourse
. of the performance of its functions under this Law;

(e) gifts and

(f) funds from any other source.

. (2) All sums of money received on accuuur vr we Lommis-

sion may be paid into such banks as may be determined by the
. Commission for the credit of the Commission’s general current or
"deposit account, however, the Commission may invest as it deems
fit any moneys not required for current use.

Capital
nnd funds of
Commission.

\»’..‘

6
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17. (1) The Commission may ‘obtain loars and other credit

. facilities on the guarantee of the Government from such banks as

‘the Secretary and the Secretary responsible for Finance may approve.
(2) Without prejudice to subsection (1) of this section the

Commission may with the prior approval of the Secretary and the

Secretary responsible for Finance, borrow moncy fwm any other
source.

(3) The Commxcslon may borrow temporanly by way of over-
draft or otherwisc such sums as it may require for meeting its current
obligatiors or dxschargmg its functions under this Law. -

(4) The Secretary responsible for Finance may on behalf of

the Government guarantee the performance of any oblxgatlon or

undertakmg of the Commission under this Law

*" 18, Thke Commission shall be exempted from the payment of
such taxes, rates and duties as the Secmtan' rcsponsxble for Finance

may in writing approve.

19. (1) The Comxmssxon shall keep proper books of accounts
and proper records in relation thereto, and the account books and
records of the Commission shall bc in such form as the Auditor-
General may approve,

. (2) The books and accounts of thc Commxssxon shall, within
three months after the end of each financial year, be audxted by the
Auditor-General or by anauditor authorised by him. - -

(3) The financial year of the Commission shall be the same
as the financial year of the Government. '

PART IV—GI:NERAL Pnov'lsz'ons

20, For the purposes of the attainment of its objects and the per-
formance of its functions under this Law the Commission shall have
access to all_information and records of any department of state
which are reasonably necessary for the said purposes.

21. (1) The Commission shall, as soon as possible after the =xpira-
tion of each financial year but within six months after the tsrmina-
tion of the year, submit to the Secretary an annual rezort dealing
generally with the activities and the operations of the Commission
within that year which shall, thhout prcjudnce to the genera.nty of

the foregoing include— : Ly et

{a) a copy of the audned accounts -of the Comrmssxon
together with the Auditor-General’s report thereon; and

(b) such other information as the Secretary may require.

NS
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(2) The - Secretary shall, -as soon as possible after receiving
tne annual report of the Commission submit the report to-the Provi-
sional National Defencs Council with such statement as he may find
nocessgry._‘ ~ : o

" (3) The Commission shall also submit io the Secretary such
_other reports on its activities as the Secretary may by writing reason-
ably request from time to time.: ' R
22. The Secretary may on the advice of the Commissiorn by legis-
lative instrument— . :
(a) provide for the establishment of committees for the

control of and the administration of any particular
mineral; : - :

(6) make x\'egulations for the effective carrying out of the
purposes of this Law. '

23. (1) The Aluminium Industries Commission Decree, 1972
(N.R.C.D. 57) and the Integrated Iron and Steel Commission
Decree, 1976 (8.M.C.D. 59) are hereby repealed and the Aluminium
Industries Commission established under the Aluminium Industries
Commission Decree, 1972 (N.R.C.D. 57) and the Integrated Iron
and Steel Commission established under the Integrated Iron and
Steel Commission Decree (S.M.C.D. 59) are hereby dissolved.

24. On the coming into force of this Law the assets and liabilitie}
of the Aluminium Industries Commission and the Integrated Iron
and Steel Commission shall without any further assurance vest in the
Commission established under the provisions of this Law.

25. The staff and employees of the Aluminium Industries Com-
mission and the Integrated Iron and Steel Commission appointed
prior to the coming into force of this Law shall unless otherwise
directed by the Secretary be deemed to be staff and employees of the
Commiission. : : _

26. Any legal proceedings pending in any court on the coming.

into force of this Law to which the Aluminium Industries Com-
mission or the Integrated Iron and Steel Commission was a party
shall be continued by the Commission established under the provi-
sions of this Law as if it were a party thereto. . ‘

27. The provisions of this Law shall have effect notwithstanding
any enactment to the contrary, and any enaciment in force imme.
diately before the coming into-force of this Law shall have effect
with such modifications as, may be necessary to give effect to the
provisions of this Law. :

Regulations.’
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N.R.C.D.
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. ‘Igﬁrpréuf » 28. In this Law unless the context otherwnse reql ires—

mmeral ” means all mmerals and mineral substances
 other than mineral oils and natural gases; -

“Secretary” means the Provisional :National - 'Defence
Council Scc-etary responsible for Lands and Natural
Resources

Made thls 1'th day of July, 1986.

'FLT.-LT. JERRY JOHN RAWLINGS
Chalrman of the Provisional National Defence Counci

Date of Gq_:crte potiﬁcgtion: 18th July, 1986.

' PRINTER mr THE GHANA PUBLISHING comuerN (Pl.lN'rlNO DIVISION)
ASSEMBLY PRESS, Accm\. QHANA

GPC/A 159/4.30014/36

N o Pnce € 10 00
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MINERALS (ROYALTIES) REGULATIONS, 1987

In exercise of the powers conferred op the Sccretary responsible
for Lands and Natural Resources hy sections 22 and 83 of the
Minerals and Mining Law, 1986 (*N.0O.C.L. 153) these Regulations
are made this 291k dzy of July, 1927,

1. Every holder of a mining Icase shall be liable to Pay royalty to
the Republic in respect of his mining operations at the rate specified
in the Schedule to these Regulations, ‘

2. (1) The rate of royalty payable under these Regulations shall

be based on the profitability of the mining operations.

(2) Such profitability shall he determined by the application
of the operating ratio, being tre ratio as expressed in termms of
percentage which the operating margin bears to the value of the
minerals won from the mining oparations during the yearly peliod.

(3) For the piarpase of d’:tc{lmuing the op:rating margin of
any mining operation, the operational cost shall be deducted from
the total valuc of minerals won from such mining operations.

3. Every holdsr of a mining lease shall within thirty days afier
the expiration of every quarterly period P2y to the Republic op
account, royalties at the rate of three per centum of the gross value
of minerals won in tiat quarter.

4. (1) Every person engaged in mining operations shall within
thirty days after the expiration of every yearly period, submit to
the Commissioner returns stating in detail the total valye of Mminerals

wdn by him from his mining operations during such yearly periog.

. (@ Such reiurns shall contain a signed declaration that the
particulars contained in the returus are true and complete.

(3) The Commissjoner may give notice in WIiting to any person
engaged in mining operations to furnjsh him within the period
specified in such notice fuller or further information as to any
matter furnished in an earlier return or as to any other matter which

the Commissioncr mzy consider necessary for the purposes of these

S. Every holder of a mining lease shall, within sixty days after
the expiration of each yearly pericd compute the royalties payabple
for the year based on the formulz prescribed in the Schedule to
these Regulations and shal] P2y to the Republic the difference, if any,
between the computation based on the formuyla prescribed in the
Schedule and the sum of all royzaltics pzid by the holder in respect
of that yearly pericd.

6. Where in any yeurly period the operational ratio is less thun
thirty per centum then the difference between the actual operational
cost and the operztional cost that would make the operating ratio

Payment of
royalty,
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of rate of
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Royalty
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exactly equal to thirty per centum shell bs addeq to the operational
cost of the following yearly period for the purpose of czlculating
that period’s operating ratio; provided that the difference to be
carricd forward shall not exceed the p:rmissible capital allowance
for the year of account.

7. These Regulations shall be administercd by the Commissioner
of Internal Revenue who shall be responsible for the assessment,
collection, recovery of royalties, receipt of returns, and issues
relating to objections, and may for those purposes apply with such
modifications as may be necessary such provisions of the Income
Tax Decree, 1975 (S.M.C.D. 5) or any other law gencrally applicable
to the assessment, collection, returns and recovery of income tax.

8. The Commissioner shall pay all royalties collected by him into
the Consolidated Fund.

9. (1) Any person who—
(a) fails or refuses to pay any royalty payable by him under
these Regulations;
(b) contravenes any of the provisions of these Regulations,

commits an oflence and shall be liable to the same punishment for
which a person might be liable for failure or refusal to pay income
tax or for the contravention of such similar provision under the
Income Tax Decree, 1975 (S.M.C.D. 5) or any other law generally
applicable to the assessement, collection, returns or recovery of
income tax.

(2) Notwithstanding sub-paragraph (1) of this paragraph where
a person is found guilty of an offence under these Regulations the
Secretary may in addition to any punishment which a Coutt may
impose cancel or suspend the mining lease of such person.

10. In these Regulations unless the context ctherwise requires—

“Commissioner” means the Commissioner of Internal
Revenue;

“Court” includes a tribunal or other adjudicating body
having jurisdiction in tax matters;

“mining lease” has the same meaning as in scction 84
(1) of the Minerals and Mining Law, 1986 (P.N.D.C.L.
153);

“operational cost” in relation to any period means—

(@) the current expenditure wholly and exclusively incurred
by the holder of the mining lease during that period
for the purpose of mining, transporting, processing
or sale of minerals won; provided that such current
expenditure shall not include—

(i) any royalty payable under these Regulations;
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(ii) any income tax or other tax on profit whe-

ther imposed in Ghana or elsewhere;

(iii) any payment under any agreement between
the Republic and any person on the value

of, or receipts from, minerals won;

(iv) in the case of a company any expenditure
incurred in respect of the managewent and
control of the company which in the opinion
of the Commissioner are not directly related
to the operations of mining, transporting,

processing or sale of the minerals won;

() capital :allowances for the period deductible under
the provisions of section 26 of the Minerals and Mining

Law, 1986 (P.N.D.C. 153);
“processing” means the process by which the raw product.

of the mining operations are subject to any treatment
designed to prepare them for use as such raw products;

*“quarterly period” means in relation to any mining opera-
tion the period of three months immediately following

from the commencement of these Regulations and
thereafter each of the successive periods of three

months or where a person commences mining opera-

tions after the commencement of these Regulations

the first period of three months starting from the com-
mencement of such mining operations and thereafter

each of the successive periods of three months;

“Secretary” means the P.N.D.C. Secretary responsible for
Lands and Natural Resources;

“value of minerals won™ means the gross price at which
such minerals are sold 2t the time of the sale;

“yearly period’ meavs in relation to any mining operation
the period of twelve months immediately following
from the commencement of these Regulations and

thereafter each of the successive periods of twelve

months or where a person commences mining opera-
tions after the commencement of these Regulations,
the first period of twelve months starting from the

commencement of such mining operations and there-

after each of the successive periods of twelve months,

LtIc 13"90

11. The Minerals (Royalties) Regulations, 1986 (L.I. 1340) are Revocation,

1ereby revoked.

12. These Regulations shall be deemed to have come into force Commence-

»n the 4th day of July 1986.

ment.
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SCHEDULE
Operating Ratio Rate of Royalty
() where the operating ratjo i 3%
309 or less; my
(ii) where the operating ratio js 3% Plus 0.225 of every
more than 30% but less than 17, by which the ope-
70% rating ratio exceeds
309
(iii) where the operating ratio is 12%
709 or more

RICHARD KWAME PEPRAH
P.N.D.C. Secretary responsiple Jor Lands and Natural Resources

Date of Gazerte notification: 28th August, 1987,

" PRINTED BY THE GHANA PUBLISHING CORPORATION (PRINTING DIVISION)
ASSEMBLY PRESS, ACCRA, GHANA
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SMALL-SCALE GOLD MINING LAW, 1989

IN pursuance of the Provisional National Defence Council (Estab-
lishment) Proclamation 1981, this Law is hereby maae—

PART 1—REGISTRATION AND LICENSING O« SMALL-SCALE
- GoLD MINERS

1. (1) Notwithstanding any law to the contrary, no person Licensing
chall engage in or undertake any small-scale gold mining operation :w’?:gfd
unless there is in existence in respect of such mining operation a mining.
Ticence grantea by the Secretary for Lands and Natural Resources
or by an officer avthorised in that behalf by the Secretary.

(2) An application for a licence under this section shall be made
in such forms as the Secretary may direct, to the relevant District
Centre of the designated area and shall be accompanied by such fee
as the Secretary may prescribe.

2. Subject to subsections (1) and (2) of section 75 of the Minerals ggfff“

and Mining Law, 1986 (P.N.D.C.L. 153) no licence for a small- gpplicants

scale gold mining operation shall be granted to— for small-
scale gold

(@) any person who is not a citizen of Ghana; mining
(b) any person who has not attained the age of eighteen
years; or

(c) any person who is not registered by the District
Centre in the designated area under subsection (1) of
section 9 of this Law.

3. Except otherwise provided in this Law, a licenco granted by Conditions
the Secretary shall be subject to such conditions as may be specified g‘}:n‘{’gf a

therein. licence.

4. (1) A licence granted under section 1 of this Law to any person Duration of
or group of persons other than a co-operative society shall be alicence.
for a period not exceeding three years from the date of issue in the
first instance and may be renewed thereafter for such further period
as the Secretary may determine.

(2) A licence granted to a co-operative society shall have etfect
for a period not exceeding five years from the date of issue and may
be renewed thereafter for such further period as the Secretary may
determine. . :

(3) The Secretary may by legislative instrument prescribe such
fees as may be paid for the grant and renewal of a licence urder this
Law. : .

,bc#a |
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Areas co- 5. The size of the area in respect of which a licence may be granted
“"gjge ‘f-V under this Law shall not exceed—

(a) three acres in the case of a grant to any one person or
group of persons not exceeding four in number;

(b) five acres in the case of a grant to any group of per-
sons not exceeding nine in number; and

(c) twenty-five acres in the case of a grant to a co-opera-
tive society of ten or more persons.

Rﬁ'pwion 6. The Secretary may at any time revoke a licence granted under
of licences-  this Law where—

(a) he is satisfie tnat the licensee has contravened or
failed to comply with any of the terms and conditions
of the licence or any requirement of this Law or of the
Minerals and Mining Law, 1986 (P.N.D.C.L. 153)
applicable to him;

(b) the licensee is convicted of any offence relating to the
smuggling or illegal sale or dealing in gold, or

(¢) he is satisfied that it is in the public interest to doso.

Licer’:_ee wt 7. A licence granted under this law shall not be transferable.
transfer-

able.

District Cen- 8. (1) The Minerals Commission spall for the purposes of moni-
{;‘e‘if}fm_ toring small-scale gold mining operations establish in an area desig-
tions. nated as a small-scale gold mining operation area under subsection

(1) of section 77 of the Minerals and Mining Law, 1986 (P.N.D.C.L.
153), a Centre to be known as the District Small-scale Gold Mining
Centre (hereafter in this Law referred to as the (“‘District Centre”).

(2) A District Centre shall in respect of its desiggnated area have
the following functions:

(a) compile a register of all small-scale gold miners and
prospective small-scale gold miners specifying such
particulars as may be determined by the Secretary;

(b) supervise and monitor the operation and activities of
the small-scale gold miners and prospective small-scale
gold miners;

(¢) advise and provide such training facilities and assistance
as may be necessary for effective and efficient small-
scale gold mining operations;

(d) submit to the Minerals Commission in such form and
at such intervals as may be directed by the Commission,
reports or other documents and information on small-
scale gold mining activities within the District.
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MERCURY LAW, 198%

IN pursuance of the Provisional National Defence Council (Estab-
lishment) Proclamation, 1981 this Law is hereby made:

1. Any person who—
~ (a) imports any quantity o f mercury into the country; or
(b) has in his possession or buys, sells or transfers any
mercury,

except under a licence issued under this Law shall be guilty of an
offence and shall on conviction be liable to a fine not exceeding
€2,000,000.00 or to a term of imprisonment not exceeding two
years or to both.

2. (1) The Secretary for Trade may issue a licence to any person

authorising him to, imrport into the country, possess, buy, sell or deal

ilrix mercury, subject to such conditions as may be specified in the
cence.

(2) The Secretary for Trade may, at anytime cancel any licence
issued by him under tbis Law if be is satisfied that—
(a) the licensee is in breach of any of the terms and condi-
tions of the licence or this Law; or
(b) it is in the national interest to do so.

3. Any person who—

(a) buys or receives any mercury from a person not autho-
rised to sell or deal in mercury; or

(b) sells or transfers any mercury to a person not avthorised
to buy or bave possession of mercury,

shall be guilty of an offence and shall on conviction be liable to a
fine not exceeding £2,000,000,00 or to imprisonmeant for a term not
exceeding two years or to both.

4. (1) Notwithstanding anything containzsd in any enactment (o
the contrary licensed small-scale gold mineirs may purchase from
licensed mercury dealers such reasonable quantities of mercury as
may be shown to be necessary for the purpose of their mining opera-
tions.

(2) Small-scale gold miners shall observe good mining practices
in the use of mercury for carrying out mining operations.
5. Any small-scale miner who—
(a) sells or deals in mercury;

(b) is found to be in possession of more mercury than
' ~fre reasonably requires for his mining operations; or
(c) does not observe good miting practices in the use of
mercury for his mining operations,

Possession
etc. of mer-
cury with~
out licence.

Power to
grant and
revoke
licence.

Buying and
transferring
mercury
from or to
unauthori=
sed person.

Small-scale
geld miners
authorised
to possess
mercury.

Offences and
punishment.


http:I2,000,000.00

P.N.D.C.L. 217. 2

Cancella-
tion of

licence by
vourt and
forfeiture,

Burden of
proof.

Interpre-
tation.

MERCURY LAW, 1989

shall be guilty of an offence and shall on conviction be liable tc a
fine not exceeding €£2,000,000.00 or to imprisonment for a term not
exceeding two years or to both.

6. (1) The court before which any person who bolds a mercury
Jicence is convicted of an offence under this Law may order such
licence to be cancelled.

(2) Any quantity of mercury with respect to which an offence
has been committed under this Law sball by order of the court be
forfeited to the State.

7. In any proceedings under this Law, the burden shall be on the
person charged for dealing in or possessing mercury to prove that he
holds a valid licence to possess or deal in such mercury.

8. The Mercury Ordinance (Cap. 184) is hereby repealed.

9, In this Law ualess the context otherwise requires—
“mercury” means the metal known as mercury or quick

silver.

Made this 19th day of April, 1989.

FLT.-LT. JERRY JOHN RAWLINGS
Chairman of the Provisional National Defence Council

Date of Gazette notification: 19th May, 1989.

GPC, PRINTING DIVISION, AZ0, A201/5,000/4/89
Price €40.00
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DIAMONDS (AMENDMENT) LAW, 1989

IN pursuance of the Provisional Nationa! Defence Council (Estab-
lishment) Proclamation, 1981 this Law is hereby made:

1. The Diamonds Decree, 1972 (N.R.C.D. 32) is hereby amended ?ﬁmﬁ;o&

as follows: N.R.&B. 2
(a) by the substitution for section 10 thereof of the follow- amencec:

ing new section 10:

"'g]litlowhew 10. Any finder who fails to sell any

Corporation, diamond to the Corporation or its local
buying agent in accordance with section
1 shall be guilty of an offence and liable
on conviction to a fine not exceeding two
hundred thousand cedis or to imprison-
ment for a term not exceeding five years
or to both™;

(b) by the substitution for the words “five thousand cedis”’
and “‘ten years” appearing in section 11 thereof of the
words *““two hundred thousand cedis’ ar.d “five years”
respectively;

(c) in section 12—

(i) by the deletion of the words “District Court”
appearing therein; and

(ii) by the substitution for the words “‘one thou-
sand cedis” and ““two years” appearing therein
of the words ‘‘two hundred thousand cedis”
and “five years™ respectively.

Made this 19th day of April, 1989.

FLr.- LT. JERRY JOHN RAWLINGS
Chairman of the Provisional National Defence Council

Date of Gazette notification: 12th May, 1989.

GPC, PRINTING DIVISION, A&O, A200/5,000/4/89
Price {£40.00

U
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SMALL-SCALE GOLD MINING LAW, 1989

9. (1) Any person ergaged in or wishing to undertake any type of Regisua-
small-scale gold mining operation shall register with the District g"’;:e'mve
Ceatre of the designated area where he operates or intends 10 jicensecs.

operate. '
(2) The District Centre shall on the registration of any person
under sabsection (1) of this section issue a Certificate of Registiation
to snch person.
(3) No person shall be granted a licence under subsection (1)
of section 1 unless such person has been registered under subsection
(1) of this section.

ished i : — Small-scal
10, (1) There shall be established in every designated area a ‘g;d Iaca :g

Smaill-scale Gold Mining Committee (hereafter referied to in this Committees.

Law as *“‘the Committee’’).
(2) The Com.nittee shall consist of the following members:

(a) the District Secretary or his representative who shall
be the Chairman of the Committee;

(b) the officar-in-cnarge of the District Centre;

(c) a representative of the town Development and Plan-
ning Committee of the district;

(d) two representatives of the C.D.R. in the district.

(3) The Committee shall assist the District Centre to effectively
monitor, promote and develop smzll-scale gold mining operatioas
in the designated area.

(4) The members of the Committee shall hold office for such
periods and on such terms and conditions as the Secretary may
determine.

PART IJ—OPERATIONS OF SMALL-SCALE GOLD MINERS

11. A person licensed to mine gold under this Law may win, mine Operations
and produce gold by any effective and efficient method and shall in ‘,’cj:’:'(}{d
his operations observe good mining practices, health and safety miners.

rules and pay due regard to the protection of tne environment.

12, Where a licence is granted in a designated area to any person Compensa-
other than the owner of the land, the licensee shall pay to the owner tion for use
of the land such compensation for the use of the land as the Secretary °f 2"
maf' in consultation with the Minerals Commission and the Lands
Valuation Board determine.

13. No small-scale gold miner shall use any explosive in his Use of

operations. explosives
P prohibited.
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SMALL-SCALE GOLD MINING LAW, 1989

14. A small-scale gold miner may purchase from any authorised
mercury dealer such quantities of mercury as may be reasonably
necessary for the purposes of his mining operations. A

15. For a period of three years from the date of the coming into
force of this Law, all persons engaged in small-scale gold mining
operations shall be exempted from the payment of income tax and
royalties in respect of such mining operations.

PART III—LICENCE TO DEAL IN GOLD AND MISCELLANEOUS
PROVISIONS

16, Without prejudice to any enactment empowering any person
or body to purchase and deal in gold, tne Secretary may in consulta-
tion with the Minerals Commission in writing, license such persons
as he may consider fit, to buy and deal in such types and forms of
gold and under such terras and conditions as may be specified in
the licence.

17. (1) Any licensed small-scale gold miner or any person in
possession of gold may sell such gold in his possession to authorised
buyers only.

(2) A person shall be presumed to be lawfully in possession of
gold until the contrary is proved.

18. Nothing contained in this Law or in any other enactment
shall be construed as precluding any person from dealing with or
disposing of his gold jewellery, gold artifact or gold coin to avtho-
rised dcalers or to any person whatsoever.

19. (1) Any person who buys or sells gold without a licence granted
under this Law or without a valid authority granted under an enact-
ment for the time being in force shall be guilty of a.1 offence and
shall on conviction be liable to a fine not exceeding 5 million or
to imprisonment for a term not exceeding five years or to both.

(2) Any person who—

(a) without a licence granted by the Secretary undertakes
any small-scale gold mining operation contrary to
subsection (1) of section 1 of this Law; or

(b) acts in contravention of any other provision of this
Law in respect of which an offence has not been pres-
cribed,
shall be guilty of an offence and shall or conviction be liable to a
fine not exceeding €2 million or to imprisonment for a term not
exceeding 2 years or to both.



5 P.N.D.C.L. 218,

SMALL-SCALE GOLD MINING LAW, 1989

(3) A court before which any person is coavicted under this
Law may in addition to any penalty that it may impose order the
forfeiture to the State of the gold or other mineral in respect of
which the offence was committed.

(4) Where an alien is convicted of an offence under this Law
be shall after paying the fine or serving any imprisonment impcsed
on him, be liable to deportation under section 13 of the Aliens
Act, 1963 (Act 160).

20. The Secretary may on the advice of the Minerals Commission,
and the Chief Inspector of Mines make such regulations as may be
necessary for the effective implementation of this Law.

21. In this Law unless the context otherwise requires—

“authorised buyer” means a person authorised by the
Secretary to buy gold;

“citizen of Ghana has the same meaning as provided
insection 84 (1) of the Minerals and Mining Law, 1986
(P.N.D.C.L. 153) but does not include a public Cor-
poration;

“designated area” means an area designated as a
small-scale mineral operation area by the Secretary by
a notice published in the Gazetre.

“gold” means gold dust, gold bullion, retorted gold,
gold ore, gold amalgam, gold allo, precipitates con-
taining gold, slag, concentrates, tailings ard residue
containing gold;

“licensed small-scale gold miner” means a person
licensed under this Law to win and mine gold;

“Secretary means the P.N.D.C. Secretary responsible
for Lands and Natural Resources:

“small-scale gold mining operation”” means tne mining
of gold by any method not involving substantial
expenditure by an individual or group of persons not
exceeding nine in number or by a co-operative society
made up of ten or more persons.

Made this 19th day of April, 1989.

FLt-LT. JERRY JOHN RAWLINGS
Chairman of the Provisional National Defence Council

Date of Gazerte notification: 2nd June, 1989,

Regulations.

Interpre-
tation,
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HENANITIONAL PETROLEUM CORPORATION

LAW, 1983

IN pursuzan:z of th: Provisional National D:fence Council (Estab-
lisha:ot) Proclamition, 1981 this Law is hare by made:

1. (1) There is hereby establishzd a body corporate to be known
as th: Gaiaa National Petroleum Corporation (hereafter referred
1o 15 this Law as ** the Corporation ™).

(2) Toe Corporation ghall have perpetual succession and a
commot ¢al and may sue and be sued in its corporate name.

{3) The Corporation may for and in connection with the
carrying out of its objects, acquire, hold and dispose of movable and
immovable property and may enter into any contract or other
trapsactions

{4} Where there is any hindrance 1o the acquisition by the
Corporation  of any proparty, such property may be acquired for the
Corporatior undzr the State Property and Contracts Act, 1960
(C A.6), or. as the case may be, under the State Lands Act, 1962
(Ac. 127,, and each such Act shall, as the case may be apply to any
such acquisitions with such modifications as may be necessary to
provide for the vesting of the property acquired thereunder in the

.Corporation and for the cost of such acquisition to be defrayed by

the Corporation.

2. (1) The objects of the Corporation are to undertake the explo-
rztion. development, production and disposal of petroleumn.
(2) Witbout limiting the gencrality of subsection (1) of this
section tb 2 Corporation shzll:
{a) promote the exploration and the orderly and planned
development of the petroleur resources of Ghanz:

(b) ensure that Ghana obtains the greatest possible benefit®
from the development of its petroleum resources;

‘cj obuain the eflective transfer to Ghana of appropriate
technology relating to petroleum operations:

\d) =nsure the training of citizens of Ghana ana the
Jevelopment of national capabilities in all aspects af
petroleum operations; and

¢} eosurc that petroleum operations are conducted in
suck manner as to prevent adverse effects on the
enviropment, resources and people of Ghana.

\3; Subjrci to th: provisions of this Law and any enactment
for the tim: bzing in force the Corporation may:

(@) advise the Secretary and the National Energy Board
on matters refating to petroleum operations;

(b) engage in petroleum operatioas, cither alone or in
asspciation with others;

Objects anc
functions of
the Corpora-
tion,
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') enter into petroleum exploration and production
agreements and other petroleum contracts providing
for the assistance, participation or co-operation of con-
tractors in connection with petroleum operations;

d) cither alone or in association with others, buy, sell,
trade, store, -exchange, unport or export petroleum
and for this. purpose, acquire or operate any installa-
tions, facilities or mmof transportation;

(e) engage in research ' and development programme
. related to petroleum; and .-

({) engage in such other activities, eithcr alone or in
- . assocation with others, as may be necessary or desir-
able for the carrying out of petroleum operations.

m 3. The Corporation shall for the attainment of its objects under
section 2 exercise the following powers:—
.. (@) with the lppm\'ll of the Secretary, form subsidiary and
affiliate companies, branahes or agencies in or outside
Ghana to carry ‘out activities which the Corporation
is authorised to undertake;

(5) enter into. contracts and agreements with ndividuals
or firms in or outside Ghana and with the approval of
. the Secretary purchase or own shares in other com-

- panies cngaged inactivities related to the objects of the
Corporation or sell or transfer such shares;

(©) purchase, Jease, establish, complete, expand, repair and
_manage such factories, plants installations and facili-
- ties a3 are pecessary in coanection .with the exploration,
", development, production and disposal of petroleum
~y- and subject to such approval as may be required by
o any enactment, provide and manage road, marine and
aviation communications as well as means of transport
" . and other, facilmes
W o execute:gervice or-work contracts or consultancy
g mments with firms or individuals, either Ghanaian
or otherwuc,
(c) to own patent rights and to acquire licences and
leases and the right to obtain and use any kind of
- information’concerning joventions, designs and pro-
.. cesses relafing to the petrolenm industry;
(ﬂ to execute agreements with purchasers for the export
~of crude o and natural gas; .
'(g) where ex] t,%o employ agents of contractors to
Carry oul petrolemn operations on its behalf;

1]

B 7/\b
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. (h) to establish welfare and provident funds for the benefit
of its employees; and

(i) 10 do such other things and perform such other func-

tions as may be necessary or expedient for the purpose

of attaining its objects and carrying out its activities.

4. (}) The Corporation shall conguct its affairs on sound commer-
s:al lines ana, in particular, shali take all necessary steps to easure
that, taking one year with another, its revenues are sufficient to
produce on the fair value of its asscts, a reasonable return.

(2, lu determining what constitutes a reasonable return, the
Corporatior: shall take into account all relevant economic and
financial considerations, includiag but not limited to the need to
generate net operating income in ap amount sufficient:

ia) 10 meet interest payments on borrowings and to provide
for the repayment of loans made to the Corporation,

(b) tc provide for a reasonable proportion of the funds
needed for expanding the Corporation’s activities and
for incrcasing its working capital;

(c1 o provide reserves for replacement of fixed assets and
equipment, expansion or other purposes as required
under section 18 of this Law and to the extent that
the Board of Directors of the Corporation may deem
necessary':

10 provide far contributions to any welfare or provident
fund established by the Corporation; and

(e) to make such payments into the Consolidated Fund as
may be required under section 21 of this Law.

o

d

S. 1) Tae governing bocy of tne Corporation shall be 4 Board
of Dizectors which shall consist of-
ta) a chairman appointed under paragraph (c) of this sub-
sertion;
ih) the Managing Director of the Corporation;

(¢) six other persons appointed by the Council on ths
advice of the Secretary, one of whom shall be appointed
as chairman.

(2) No person shall qualify for appointment as a member of
the Board of Directors ualess he is qualified in terms of section 6
of this Law.

(3) The Chairman and the other members to be appointed
under subsection (1) (¢) of this section shall be appointed from
among persons who by virtue of their careers in the government

vorpuration
1 operate
on sour:d
commercial
lines.

The Baard n,
Director:

o the
Corpivanior
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GHANA NATIONAL PETROLEUM CORPORATION
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or public service or of their specialized knowledge are capable of
contributing to the work of the Board of Directors.

(4) The remuneration of the members of the Board of Directors
shall be determined by the Council on the advice of the Secretary.

5) A member of the Board of Directors appointed under
subsection (1)(c) of this section shall hold office for a term of three
years or such shorter term as may be detergnined by the Council and

shall continue in office -until & successor is appointed or shall
cease to hold office upon his resignation or removal.

(6) Any such member shall be eligible for reappointment on
expiration of his term of office.

(7) The Councii, on the re-commendation of the Secretary,
may femove any member of the Board of Directors from office
before the expiration of his term of office if in the opinion of the
Council it is in the national interest to do so.

(8) A member appointed under subsection (1) (¢) of this
section may at any time resign his office by giving notice in writing
addressed to the Council, and in the event of the death, resignation
or removal of any such member another person shall, subject to the
provisions of this Law, be appointed in his place to hold office until
the expiration of the term of office of such member.

6. No person shall qualify to be appointed a member of the Board
of Directors or the Managing Director of the Corporation whoi—
(a). is not citizen of Ghana;
(b) has been sentenced to death or to a term of imprison-
gx:nt exceeding twelve months without the option of a
N
(¢) has been convicted of an offence involving dishonesty
and has not been granted a free pardon;
(d) has been declared an insolvent or a bankrupt under
any law for the time being in force in Ghana;
(e) is adjudged to be a person of unsound mind.

7. (1) All meetings of the Board, of Directors shall be held at such
time and place as the Chairman may determine but the Board shall
meet at least once in every month.

(2) All meetings of the Board of Directors shall be held upon
written notice to all members thereof and the notice shall state the
agenda for the meeting.

(3) The notice shall be delivered to each member of the Board
of Directors at least seven days prior to the meeting to which the
potice relates unless a majority of the members of the Board of
Directors decide to waive the requirements in respect of the notice
under subsection (2).

N
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GHANA NATIONAL PETROLEUM CORPORATION
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(4) Subject to subsections (2) and (3) of this section the meet-
ings of the Board of Directors shall be called by the chairman thereof
or at the written request of the Managing Director or of any four
directors; but when the Chairman is absent the meetings may be
convened by the Managing Director.

(5) The quorum at every meeting of the Board of Directors
shall be such number as the Board may determine.

(6) All decisions of the Board of Directors shall be taken at its
meetings and the vote of a majority of the members present at such
meetings shall be the act of the Board of Directors.

{7) The minutes of all meetings of the Board of Directors shall
oe kept by a secretary appointed for that purpose by the Board of
Directors and shall be signed by the Chairman of the Board of
Directors and kept in the custody of the Secretary.

{8) At every meeting of the Board of Directors the Chairman
shall preside and, in his absence, a8 member appointed by those
present shall preside.

(9) The Board of Directors may adopt rules not inconsistent
with this Law for the proper conduct of their meetings.

8. (1) The Board of Directors shall, subject to the provisions of
this Law, have general control of the management, property,

business and funds of the Corporation and any other affairs and
concerns thereof.

(2) Without prejudice 1o subsection (1) of this section the
Board shall:

(@) submit to the Secretary the annual report and the
annual balance sheet and the profit and loss state-
ment of the Corporation not later than three months
foliowing the end of the financial year of the Corpora-
tion or such earlier date as may be specified by the
Secretary;

tb) arlvise the Secretary and the National Energy Board on

thie terms and conditions for the sale, distribution and
export of crude oil and petroleum products;

(c) prepare and submit to the National Energy Board for
review, bsfore the end of each financial year of the
Corporation by a date specified by the Board, the
budget and work programme for the succeeding finan-
cial year;

(d) aporove ittms of income and expenditure in the bu-dgets
subjec: to such guidelines as may be established by the
Secxstary;

Functions of
th: Board
of Directors,
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e} adopt regulations concerning employment, retirement.
administrative and technical matters. accounting and
auditing;

(f) subject to such guidelines and directives as the Secre-
tary may issue, act as conciliator or appoint arbitrators
in the settlement of disputes or claims affecting the
Corporation and, in general, take any appropriate
action of a legal nature for safeguarding the Corpora-
tion’s interests;

() execute contracts on bchalf of the Corporation;

() recommend 1o the Secretary the formanon of affiliate
or subsidiary companies;

(/) administer the rights and l powers vested in the Corpora-
tion by this Law; :

(j) administer, invest and nnhsc the welfare and provident
funds of the Corporation’s employees, with que regard
for the mlcrcsts of such employees, provided that:

(i) the mlfm and provident funds of the Corpora-
tion’s employees'shall not constitute part of the
Corporation’s asiets and funds; and

(i) the Board of Directors shall submit to the Secre-
tary an annual comprehensive report on all
actions taken with respect to t.hc welfare and
provident funds;

(k) submit proposals to the Secretary with respect to the

utilisation of the Corporation’s general reserves; and

(/) do such other acts. not inconsistent with this Law or
any other Law as may be expedient or necessary for
the achievement of the objects of the Corporation.

Delegatioc 9. (1) The Board of Directors may delegate any of its functions
of functions under this Law to the Managing Director of the Corporation.

(2) The Managing Director shall be responsible to the Board

‘gi“fn;.‘f?‘"’“ for the due execution of any functiéns delegated to him under sub-
) section (1) of this section.

Masaging 10. (1) The Corporation shall" havc a Managing Director

Director who shall be the Chief Executive of the Corporation and shall,
subject to directions of the Board of Directors, be responsible for
the day-to-day business of the Corporation, for thé implementation
of the policy and decisjons of the Board of Directors and for the
. administration, organisation and control pf all the employees of the
. Lorporation.

G
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(2) Subject to section 6 of this Law the Managing Director
shall be appointed by the Council on the advice of the Secretary
given in consultation with the Public Services Commissicn and
‘shali hold office for a period of five years upon such terms and
conditions as the Council may specify in his instrument of appoint-
ment, and may be re-appointed for further period of five years.

(3) The appointment of the Managing Lirector may be
terminated by the Council by six months’ notice or the payment to
him of six months’ emoluments in lieu of such notice and in addition
he shall be entitled to receive all benefits that had accrued to him
at the time of such termination. T

(4 The Managing Director may, by writing, addressed to the
Courcil. resign his appointment by giving six months’ notice.

(5) Where the office of the Managing Director becomes
vacant the Board of Directors shall notify the Secretary who shall,
subject to section 6 of this Law, recommend another person for
aprwinunent by the Council -

(6) A semor officer of the Corporation shall be designated by
the Board of Directors to perform the functions of the Managing
Director in the event of where the office of the Managing Director
has become vacant or the Managing Director is temporarily absent
or is otherwise incapable of performing the functions of his office.

(T) Subject to the general directions of the Board of Directors,
the Managing Director may delegate to any senior officer of the
Corporation any of its functions under this Law and may impose
such conditions with respect to the exercise of such delegated func-
tons as he may think fit, but nothing in this subsection shall be
construed so as to absolve the Managing Director from ultimate
responsibility for any act done by any person in pursuance of any
such delergation

11. (1; Subject to the provisions of section 17 of the Provisional
National Defence Council (Establishment) Proclamation (Supple-
mentary and Consequential Provisions) Law, 1982 (P.N.D.C.L. 42)
the Corporation shall engage such employees as may be necessary
for the efficient discharge of its fonctions under-this Law.

(2) The terms and conditions of service of such employees
.shall be .governed by regulations made in respect thereof by the
‘Board of Directors under section 27 of this Law,
12. (1) The books and accounts of .the Corporation shall be
audited each year by the Auditoy-Generat or an auditor appointed
by the Auditor-General.

Steff,

Aud



PN.D.C.L. 64. 8

Inemai
Auditwor.

Financial
T

GHANA NATIONAL PETROLEUM CORPORATION
LAW, 1983

(2) The Auditor-General or the auditor appointed by him

(a) ensure that the aperations of the Corporation are in
conformity with its approved budget;

(b) examine the annual balance sheet and profit and loss
account of the Corporation and certify that these are in
conformity with the Corporation’s records and submit
a report on the operations of the Corporation to the
Board of Directors, and ihe Secreiary within three
months after the end of the financial year of the
Corporation.

(3) The books of accoust of the Corporation and its sub-
sidiary and affiliate companies shall be kept in such form as may be
cg:cr;:ilned by the Board of Directors on the advice of the Auditor-

neral.

(4) For the purpose of discharging his duties, the Auditor-
General or the auditor appointed by him shall have access, during
normal business hours to all books, records, and other documents
of the Corporation and also inspect all projects being undertaken by
the Corporation. T

13. (1) The Corporation shall have an Internal Auditor who shall
be appointed by the Board of Directors with the approval of the
Secretary upon such terms and coaditions as the Board of Directors
may determine.

(2) Subject to the provisions of this Law, the Internal Auditor
shall be respcnsible to the Managing Director for the performance
of his functions.

(3) The Internal Auditor shall, as part of his functions under
this Law, at intervals of three months prepare a report on the
internal audit carried out by him during the period of three months
immediately preceding the preparation of the report and shall as
soon as practicable after the preparation of the report, submit the
repart to the Magaging Director, _

(4) The Interoal Auditor ehall wmake in the report such
observations as appear t him nsqessary regarding the canduct of
the financial affairs of the Corporation during the period to which
the report relatos.

(5) The Managing Director ghall as soon as practicahle
after receiving such report forward coples thereof to the Chairman of
the Board of Digectars and the Auditor-General.

14. Tho fAmancial yoar of the Corporation shall bo tho snio is
the Government.

2



9 P.N.D.C.L. 64.

GHANA NATIONAL PETROLEUM CORPORATION
LAY, 1983

18. (1) Subijcct to the provisions of sub-section (2) of this section Borrowing
the Corporation may borrow sums required for the purpose of a‘;’;{;&f“‘;‘f
merting any of its obligations or discharging any of its functions. ’

(2) The power of the Corporation to borrow money shall be
exercisable only on the recommendation of the Secretary and with
the approval of the Secretary responsible for Finance as to the
amount, source of the loan and the term and conditions under
which the loan may be effected.

(3) An approval given for the borrowing of any money
under subsection (2) of this section may be either general or limited
to a particular borrowing and may be with or without conditions.

(4) The Secretary responsible for Finance may approve the

tee on such conditions as he thinks fit of the repayment of
priccipal and the payment of interest on any authorised borrowing
made under this section. :

16. (1) The Government may from time to time approve advances Government
and grants to the Corporation out of money provided by the Advances

and Grants
Government for that purpose. to Corpora-

(2) The Council may, acting on the advice of the Secretary, tion.
approve such special levies as may be imposed on crude oil imported
intc Ghana to provide funds for the Corporation during the first
five years of its establishment.

(3) The Corporation shall, at such times and in such manner
as the Secretary responsible for Finance may direct, raake payments
of such amount as may be so directed in or towards the repayment
of the advances made to the Corporation under subsection (1) of
this section and the payments of interest on any sum outstanding
for the time being in respect of such advances at such rate as the
Secretary may direct.

17. The Corporation may, with (he approval of the Secretary Dent
responsible for Finance: — Securiies
(a) create and issue debt securities for the purpose of Fod, ¢
exercising its borrowing powers under section 15;
(b) establish a smking fund for the redemption of any
debt securities so created; and
(c) suspend its contributions (o the sinking fund for such

periods of time and subject to such conditions as may
be approved. '

18. (1) The Corporation shall establish and maintain a reserve pesere
fund to provide for expenditures which may reasonably be anti- Fund.
clpated in the carrying out of the Corporatian’s long-term plan and
3¢ agnual work programme approved by tha Secretary.
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(2) The management of the reserve fund, the sums to be
carried from time to time to the credit thereto, the charges to be
made against the fund and any other application of the fund shall
be as the Secretary responsible for Finance may approve on the
recommendation of the Secretary.

19. (1) The Corporation shali, with the approval of the Bank of

Specal
Foreign Ghana, open a special foreign exchange account into which shall be
yysvy paid all moneys received in foreign exchange by the Corporation.

(2) The Bank of Ghana, shall supervise and monitor the
operation of the special foreign exchange account by the Corpora-
tion to ensure that it is in conformity with the approved purposes
for which the account was established. )

(3) The purposes for which the special foreign exchange
account may be used shall include— ’

(@) repayment of principal and interest due in foreign
exchange on any borrowings made under section 15 of
this Law; S

(b) payment for goods and services imported from outside
Ghana;

(¢) such other payments as are required to be made in
foreign exchange in respect of transactions related to
the objects of the Corporations.

(4) The Corporation shall, at the end of every period of
ninety days, transfer to the Bank of Ghana from the credit balance
of its special foreign exchange account such sums of money as are
not required within the succeeding period of ninety days for the
purposes specified in subsection (1) of this section.

Paymeal of 20. (1) Except as otherwise provided in this Law, the Corpora-
Taxes by the tion shall be Liable to pay tax under the appropriate enactment as if
Corporation. ;¢ were a company registered under the provisions of the Companies
Code, 1963 (Act 179).

Payment mo 21 Upoc approval by the Secretary of the annual profit and ioss
the Consol- account, any surplus remaining after provision for taxes and the
g“fgf"m" reserve fund established under section 18 of this Law has been made
C¥>rponuou. shall be transferred to the Consolidated Fund.

Imporwuon  22. (1) The Corporadion may, subject to the requirements of any
of goodsby  enactment relating to the importation of goods, import from outside
the Corpo-  5pana materials, machinery and equipment ‘that are. exclusively

- gequired for its operations in Ghana; including component.parts of
machinery and plants, tools, ipstruments, spare .parts, chemicals,
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minerals, means of transport, safety, and teleccommunications facili-
ties, pipelines and pumps, loading and jetty equipment, part installa-
tions, laboratory equipment, and such other items as the Secretary
for Finance may from time to time approve.

(2) All materials, machinery and equipment imported by the
Corporation under subsection (1) of this section shall not be liable
to customs duties or other taxes and charges, but the Corporation
shall be liable to pay handling and warehousing e:ipenses and port
dues and charges in respect of such items.

(3) Any contractor or sub-contractor of the Corporation
engaged in petroleum operations shall be exempted from import or

.export duty and any taxes, charges, fees, duties or other imports
other than th= normal charges payable in respect of service actually
rendered by agencies of the State, with respect to the import into
or export from Ghana of plant, material, goods or equipment of
any kind which are to be used for petroleum operations and which
will, on the conflusion of such operations, become the property of
the Corporation or be re-exported from Ghana.

(4) No materials, machinery or equipment in respect of
which an exemption has been granted under subsection (2) or (3) of
this section shall be disposed of in Ghana or re-exported outside
Ghana by the Corporation, a contractor or subcontractor of the
Corporation without the approval in writing of the Ministry
responsible for Fuel and Power.

(5) All .materials, machinery and equipment in respect of
which an exemption is granted under subsection (2) or (3) of this
section shall not be sold in Ghana unless, prior to such sale, the
seller thereof has paid to the Comptroller of Customs and Excise
such import duty as he would otherwise have paid in respect of
such items if he has not been granted the exemption under subsection
(2) or (3) of this section.

(6) Notwithstanding the provisions of subsection (3) of this
section the Secretary responsible for Finance may grant exemption
in respect of fees and charges payable in respect of the import or
export of goods to be used in connection with petroleum operations
if in his opinion such exemption is necessary for the carrying out
of the purposes of this Law.

(7) The personal and household effects other than those
specified in the Schedule to this Law of a non-Ghanaian employee
recruited from outside Ghana by any contractor engaged in petro-
.leum operations shall not be liable to import duty if such persona}
.and household effects were imported into Ghapa within. six months
after the arrival in Ghana of that employee to assume duty.

i {8) The Secretary responsible for Finance may from time to time
by, notics published in the Gazette amend the Schedule to this Law.
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Nog- 23. (1) No manbct of the Board of Directors, the Auditor-
diclocze  General or any auditor or 4n employee of the Corporation shall
tial disclose or divulge any information which is considered by the

information. Corporation to be of confidential nature to any person other than
the Secretary, a member of the National Energy Board or of the
Board of Directors or any employee or other appointee of the
Corporation in the course cf official business.

(2) In case of violation of subsection (1) of this section—

(@) where the offender is a member of the Board of
Directors he shall be dismissed from such office by the
Council on the advice of the Secretary;

(b) where the offens=r is an employee of the Corporation
he shall be dismissed upon approval by the Board of

Directors. X
Acts of 24. (1) The appgoval of the Secretary shall be rcquﬁcd for any
gomorm%l} of the following acts of the Corporation:—
j (a) eatering into petroleum exploration and production
approval of agreements;
Secretary ’
s required. (b) adopting long-term plans;

(c) adopting annual budgets; and
(d) approving the annual balance sheet and statement of

(2) The Secretary may, after consultation with the Mational
Energy Board and with the Board of Directors and management of
the Corporation prescribe policy guidelines to be follow:d by the
Corporation in the conduct of its activities, and the Corporation
shall comply with such guidelines.

Vesting of 25. (1) On the coming into force of this Law there shall be trans-

asetsand  ferred to and vested in the Corporation assets and liabilities of the

fabilies  Petroleum Department of the Ministry of Fuel and Power and the

Corporation. Corporation shall exercise such rights and discharge such obliga-
tions as are related to these assets and liabilities.

2) On or after the coming into force of this Law the Corpora-
tion shall be !eSﬁnsible for the discharge of such liabilities and
contracts as may have been incurred or entered into by the Petroleum

t before the coming into force of this Law in respect of
any of the functions to be discharged by the Corporation under this
Law and any matters relating to such liabilities and contracts shall
be carried out by the Corporation as if the Corposation inourred
-shoss Hahilitics or éntarad into thoss contracts.
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26. There shall be transferred to the Corporation such members Tr"sn;f;
of staff of the Petroleum Department of the Ministry of Fuel and ob st
Power as the Secretary may consider necessary and such members
of staff shall, subject to the provisions of this Law, be deemed to be

employees of the Corporation.

7. Subject 1o the provisions of this Law the Board of Directors Regulations.
m - with the approval of the Council make regulations providing
tor the ~onditions of service of the Managing Director and other
smployess of the Corporation.

28. Uniil the Board of Directors of the Corporation is duly Transitional
constituted under section 5 of this Law the goveriing body of the provision.
Corporation shall be an Interim Management Committe appointed '
in accordance with the Interim Managemen: Committees (Public
Board: and Corporations) Law, 1982 (P.N.D.C.L. 6) to perform
the functions of the Board of Directors under this Law.

29. In this Law unless the context otherwise requires: {,merprela-
10D,

“ affiliate company ' means any sharcholder of a con-
tractor owing five per cenfwn or more shares in ‘the
business of the coggractor or any entity which controls,
or is controlled by, or is under a common control with,
the contractor,

* contractor” means any person, firr:, body corporate or
other entity which has entered into a petroleum agree-
ment with the State and the Corporation to engage in
the exploration and production of petroleum pursuant
tc; 81§1c Petroleum (Exploration and Production) Law,
1983,

“ Co‘l:i'.lucil » means the Provisional National Defence Coun-

“crude oi'* means hydrocatbons which are solid or
liquid under normal atmospheric conditions and
includes condensates and distillates obtained from
natural gas;

“ natural gas ** means all hydrocarbons which are gaseous
under normal atmospheric conditions and includes
wet gas, dry gas and residue gas remaining after the -
extractioa of liquid hydrocarbons from wet gas;

“ petroleum ** means crude oil or natural gasora combina-
tion of both;

“ petroleum operations " means exploration, development,
production, transportation and disposal of petroleum;
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“ petroleum product " means any product derived from
) petroleum by any refining treatment process;
“ Secretary *’. means the Provisional National Defence
Council Secretary responsible for Fuel and Power;

« subsidiary company " means a subsidiary of the Corpora-
tion established under the Companies Code, 1963
(Act 179).

—————————

SCHEDULE

ITEMS NOT QUALIFIED FOR CUSTOMS'EXEMPTION

Foodstuffs and alcoholic or non-alcoholic beverages for human
. consumption;
Tobacco, tobacco products and smokers’ requisites:

Disinfectants and insecticidcy packed in containers of 10 litre con-
tents or less; i 4 dovessdrdieath S

Fuel and lubricating oils;
Medicines;
Soap and other detergents;
Tyres and tubes for passenger Cars, motor cycles and motorized or
pon-motorized bicycles; -
Usused leather and leather wares;
 Wood and wood products;

Paper and paper articles;

Textiles other than those used for industrial purposes;

Unused clothing and footwear; '

Glass and glazies’ requisites;

Hand tools;

Office requisites and office machinery;.

Passenger cars for ‘not more than-11 passengers, as well as spare
parts and accessories thereof.

Motor bicycles;

Fircarms and ammunition;

Office furniture; -

Medical instrument;

Sanitary articles; -

Unused airconditioners, other than for working spaces;
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Unused furniture 2nd other mechanical or non-mechanical
appliances, apparatuscs and household articies;
Sports and pleasure craft and the engines thereof.

Made this 16th day of June, 1983.

Frr-Lr. JERRY JOHN RAWLINGS
Chairman of the Provisional National Defence Council

Date of Gazerte notification: 5th August, 1983.



