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EDITORIAL
FOREIGN AID FOR GHANA’S ECONOMIC RECOVERY

A TWO-DAY conference between Ghana and eight donor
countries—France, W, Germany, Italy, Japan, the U.K.,
Canada and the U.S—with the I.M.F. in the chair and the
International Bank for Reconstruction and Development,
the U.N. Development Programme and the Organization
for Economic Co-operation and Development in attendance
—has been held in Accra this week. Its purpose was to review.
the progress achieved by Ghana in her economic rehabili-
tation, to assess Ghana’s use of external assistance and the
mobilization of domestic resources, and to discuss the domestic
and external requirements for 1967/68. Initial reports from
this conference indicate that while there is sympathy for
Ghana’s call for more substantial aid, Ghana “must make
every possible effort to expedite the utilization of aid already
committed™.

The failure of Ghdna to utilize all aid so far committed,
small as it is, has come as a surprise to many, and seems to
have strengthened the viewpoint of those who are opposed
to the use of foreign aid altogether. These people hold that
foreign aid not only compromises our political independence,
but also, even more importantly, distracts us from proper
economic decisions and distorts the use of domestic resources.
What they urge, therefore, is complete self-reliance. Official
thinking, however, while not discounting the possible dangers

{ s that foreign assistance
eded only as an essential supplement to domestic effort.

The case for external assistance rests on the fact that the
domestic resources available are below even the mininuum
requirements for our economic rehabilitation programme.
Our balance of payments, in fact, constitutes the most im-
portant constraint on the process of economic recovery.
For example, as against an estimated minimum essential
import programme of N@288m., the resources available
for financing imports (including committed aid) amount
to NC193m., leaving an external gap of N@95m. (It will be
recalled that part of the revenue needed to balance the 1967/
68 budget is from external sources). Now, the strategy for
economic rehabilitation comprises the overall reduction of
demand (in order to achieve financial stability) and an effort
to raise domestic production for consumption and export.
To do the latter, raw materials and spare parts must be pro-
vided, for, low production in the past was largely due to the
unavailability of these essential materials. (It is estimated
that the manufacturing sector operated in 1965/66 at only
209¢—307¢ of its capacity; in agriculture, many machines
and equipment have been idle for lack of spares; and similar
difficulties are found in the field of transportation). Therefore,
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to substitute for imports with domestic produc-
tion, and activate the export sector, we have to
use up the idle productive facilities already there.
Since we cannot finance all the means necessary.
for this, we have to depend on aid. The alternative
of this course is either to reduce our  import
programme or to reduce demand further. The
consequences, of course, would be further un-
employment, shortages of goods once more,
a further worsening in the cost of living, and a
lowering in the standard of living below politically
acceptable levels.

But aid must be used efficiently, or not at all.
In our view, therefore, if we are to use aid for
recovery. the following points must be noted.

First of all, in our circumstances, for aid to be
effective, it must be big. All those small loans
we have been signing with such pomp and circum-
stance are only a sign of some good-will. What
we need is a BIG stand-by loan, to be called as
and when necessary.

Secondly, we as receivers of loans must show
that we know what to do with aid and can use
aid profitably. It appears we are so busy arranging
loans that we cannot find the time to use them.
To reduce this reprehensible lag in the use of aid
resources, we need to reorganize our aid-using
and aid-arranging machinery so that they are
distinct but operate in cooperation. Indeed, we
repeat and emphasize the call, made in the columns
of the Legon Obseryer, for an immediate, drastic
and thorough overhaul of the Civil Service, the
major implementing agency of governmental
decisions. Plans for developing this nation are
only as good as their implementation; and a
lethargic implementing organ which is still essen-
tially colonial in structure, mentality and opera-
tion, with absolutely no sense of urgency, can
never meet the challenge of modern development.
As a start, we suggest that the External Aid
Division of the Ministry of Economic Affairs be
reactivated to cope with the situation.

the developmental institutions, such as
the National Investment Bank, the Capital
Investment Board, and the Agricultural Deve-
lopment Bank, need to wake up to their respon-
sibilities and offer real leadership in developmental
education and information to prospective investors,
in particular the Ghanaian investor. The Agri-
cultural Development Bank, for example, operates
by a policy which cannor benefit small- or medium-
scale farmers. For the Investment Bank and
associated institutions, we would like to urge an
immediate review of the Capital Investment Act,
in order to provide incentives for the development
and promotion of exports. This is one of the ways

Next,

we can make devaluation have the effect we wgﬂ;:
it to have.
Finally, we all need to make a massive effort m"
organize in order to inform ourselves and take |
adyantage of the vast opportunities for i Investmen(
for profit and progress.

CORRECTION

In the last issue (L.O. II, 18) the name of i
author of the article, “The Ghana Press”, which

appeared under COMMENTARY, p. 13, Wi
inadvertently omitted. The author is Kwame
Arhin.
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The Economy

The "Legon Observer” devotes this issue to “The
State of (he Economy,” perhaps the foremost of our
prescnl - national problems. Collected here, for this
purpose, s exiracts of some of the lectures read at
this » Bubere” School (of the Instifute of Adult
Education at the US.T, Kumasi, 29/8/67 to 5/9/67),
wus also devoted to this important theme.
e confributions by Mr. P.-K. K. Quaidoo and
ama  were two of three papers read at a
aposium on “Ghanaian Business”™. The other con-
iributions were read at the “Open Lectures” of the

Selyool.

It ic for reasons of space that these extracts are

ied in small e. —Editor

FHE STATE OF THE ECO 1Y TODAY
By
E. N. Omaboe

ssioner for Economic Affairs, and Chairman,
Leonomic Committee of the N.L.C)

ECONOMIC consi

ations played an important role
old regime, and it is therefore
ime we examine our efforts
s are needed lo overcome our

n i row of th

sitnble that from time t

her independence in 1957, con-
continued strengthening of the
jient use of our resource
were more than adequate,
eolor was buoyant, prices were stabilized,

: our

ign exchange

ctory. In line with
eiiy the govern-
ald government proceed to establish
hensive centralized administrative machinery
Between 19
pumber of ministries trebled and the
agencies grew (o
in the Ministry of Agriculture,
rated, the num-
from one with four divisions
restry, fisheries, and veterinary
(in 1957) to
\isiri wnd about 25 specialized agencies and
Among (hem were the United Ghana Far
Gutieil  Co-operatives, employing over 30,000

one the State Farms Corporation, operating some
; the Waorkers Brigade
nlayl swer 25,000; and the Young Farmers League

ANpOWer Tesourees w sati

aimed at expand

sectors of the economy

Imost one

somewhat ¢

institutions

-z th over 30,000 work

Consequences
the face of the government's determination to
thiese changes, the absence of high-level
manpower in numbers well beyond the resources of
Ghans aftected the smooth implementation of program-
| resulted in much waste. Three notable features
miralization of decision-making may be

mes i
of the over
el here

Fimstly, the decision-making process was centralized
at the political tap while the various agencies were iso-
lated at the bottom, thus, (a) creating difficuities for the
co-ordination of policies (at the executive and civil
service levels), (b) disrupting development programmes,

and (¢) upsetting financial control. In time, neither the
Ministry of Finance nor the Planning Commission was
in full command of information, much less of authority,
to formulate government or foreign exchange budgets
consistent with the country’s total commitments; and
resources. Thus, for examiple, in February 1966, the true
size of the country’s external debts w:
as no single agency had a complete inventory of our
obligations.

Secondly, this led to a near break-down of civil ser-
vice morale and a lowering of productivity in the entire
Public Service. Frustration forced out of the country
some of the most experienced public servants, thus
worsening the high-level manpower shortage.

Thirdly, no realistic economic planning or orderly
project appraisal took place. Projects were executed
without any expert consultation or feasibility studies
; in many cases projects were approved on the
nendation of expatriate investors who were
peddling their pet projects or financing part of them.
Low productivity was the result.

I 2am not saying that no useful development accurred
or that all the investment that took place was wasted.
Some useful investment took place—in infrastructure,

iculture, industry e but the record must be eva-

the maximum efits that could have
the proper utilization of the available re-
gress made in the 1950's was dissipated
the fall in cocoa
s due to forces beyond our control, but most

s not known,

be

sources. The
in the '60’s. Part of the problems,
pri W
of the confusion in the management of the economy
clf-induced

was

THE STATE OF TH :CONOMY AT THE TIME
OF THE REVOLUTION

(D External Deficits
On the eve of the coup Ghana d serious
economic problems, both externally
Externally, we faced a very acute balance

internally.

of pay-

and our external reserves were almost

ments probl
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exhausted. In addition the country had piled up measured by the Gross National Product (GNP
external debts arising mostly out of medium-term Expenditure, has been disappointing.

suppliers’ credits. The country’s credit worthiness was
almost at rock-bottom and suppliers were becoming
more and more reluctant to ship further goods to Ghana
on short term credit because payments had not been
made for past shipments. In short the country was
unable to meet her external obligations and external
bankruptey was only a few months off.

The foreign exchange difficulties led, on the domestic
scene, to widespread shortages both of consumer goods
and producer goods. Essential food items like milk,
sugar, bread and rice were becoming hard to obtain.

Agricultural and industrial establishments were not
able to function smoothly. because they lacked raw
materials, spare parts, and the essential tools of their
trade. Farmers could not obtain cutlasses and matchets
to work with, or had to pay cut-throat prices for them.

In 1965, the last full year of the old regime, the ba-
lance of payments showed a record deficit on current
account of NC158.9m., a large proportion of which was
accounted for by the deficit in the balance of trade.

A notable feature of the country’s external payments
accounts has been the relative stagnation in our exports
against the bouyancy in our import trade. This feature
is borne out clearly from the following data on our
visible trade from 1957 to 1965.

N¢ Million
Exports Balance of

Years including | Imports Visible

Te-eXports Trade
1957 183.2 193.4 -10.2
1958 209.1 169.2 8910
1959 226.7 226.0 0.7
1960 232.0 259.2 -27.3
1961 229.0 286.8 -57.8
1962 230.1 235.1 -5.0
1963 217.6 260.8 —43.2
1964 229.3 243.2 -13.9
1965 226.9 320.1 -93.2

When the country had foreign exchange reserves,
these deficits were financed through a run-down on the
reserves. However, when the reserves could no longer
be used to finance the deficits, medium-term debts were
piled up which in turn exerted considerable pressure on
the balance of payments position in suceeding years.
It was obvious from the huge balance of payments
deficits of NCI58.9m. in 1965 that the economy
had reached breaking-point and that it was only
a radical change of policy or perhaps a miracle that
could have saved the economy from total collapse.

(2) General Performance of the Economy:
Low Growth and Stagnating Living Standards
A second characteristic of the economy is that, in
spite of the sut ial capital in made in the
economy since 1951, the rate of growth of the economy,

Between 1960 and 1966 the increase in the | .

cent as against an estimated rise in population’
the same period of about 17 per cent. The GNI
1965 at constant 1960 prices was NC1093 m. comp
with NC946 m. in 1960. In 1965 the rate of grow
only 0.7 per cent.
The significance of this lies in the fact that
standards of living can only be raised if there
real expansion in the GNP. The disappointing
formance of the economy in recent years therd
implies a stagnation in our standard of living. 3
There are many reasons why 'in spite of the g
investments in our economy the rate of growth
been very low in recent years. Far too much inys
ment has gone into infrastructure and far too
into productive activities; also, the investment in th
ductive sector has not been efficient and, as a
the flow of goods from these investments has been
disappointing. -
One of our main economic objectives will haj
be to increase the efficiency of our capital invesim
by removing some of the factors which at the mi
impair its efficiency, especially in the public '§

4 (3) Central Government Finance, (he Development
and the Price Expenditure

(a) Capital Expenditure

The objective of centralisation and socializati
the economy led to a sharp increase in Central
vernment expenditures. In 1957/58 Central Goverm
capital expenditure was NC26.9m.; by 1965 il
increased by NCI15 m. to NCi42 m. This mean
annual average increase of about 23 per cent whi
the same period the rate of growth of gross natio]
product was only about half that rate. +

Besides budgeted development expenditure, m@
ments financed through suppliers’ credits increased &
tral government outlay. In 1965 suppliers’ credit G
tracts reached the high level of NC57.5 m. The i)
of this was that in 1965, the peak year of ccan
economic activity, the public sector alone accoutls
for more than 66 per cent of gross fixed capital fom!‘
tion. By comparison, the figure in 1958 was 20 per &l
These figures exclude the investments of aufonom
agencies such as Ghana Railways, the Housing &
poration and the Cocoa Marketing Board swhich B
tween them had a capital expenditure of NCHI
in 1965.

There is no doubt that if the Government had relé .
some of these resources for investment in the pi
sector the flow of goods and services would have
higher. This would have helped to expand the

® (b) Recurrent Expenditure
Government recurrent expenditures increased M
in line with rising development expendlmre!f i
NC78.3 m. in 1957/58 to NC220 m. in 1965

meant an annual growth rate of 13.75 per cent &
against average GNP growth of 10 per cent per Sl
in current prices.

@) e R " Inflationary
Prices

Since Government revenues, despite the high ”K“

taxation, were never sufficient to cover Goyem!
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expenditures, recourse was had to deficit financing:

maostly of the inflationary type. This generated an
excessive monetary expansion. Monetary expansion led
1o increased demand for imports and other resources
which accentuated the balance of payments deficits.
When the Government started to impose restrictions
N imports, monetary expansion contributed to the
nsing trend in domestic prices. Rising domestic prices
coupled with lagging food production worsened the eco-
aumic situation and from December 1963 to December
1964, the new national consumer price index based on
1962 (ie. 1963-100) rose from 113 to 127 and reached
165 10 December 1965. The local food price index
increased by 63 per cent during the same period.

{4) Employment and Productivity

Open unemployment as well as suppressed unemploy-
ment have been features of our economic system.
The apparently fast development programme of the old
government resulted in the creation of employment
openings in the public sector. The old government also
gave directives that redundant labour should not be
semoved from the pay-rolls of the State Corporations
and this led to iderable suppressed loyment
which affected the morale of many of the workers.
Muoreover, these policies did not help the State Corpora-
tons which were losing money and relying on the central
government to continue in operation.

The view hos been expressed in some quarters that
puemployment was non-existent under the old regime.
This view is not supported by the facts as I know
shem. It is true that the present Government’s policy of
tutionalising the Public Sector has resulted in a number
ol fay-offs, but this has been done without reducing
moaduetion. It is also a fact that domestic production
has inereased since the change of government even in
thess sectors where the rationalization of employment
hns when place. This suppressed unemployment under
the old regime was exerting a negative pull on produc-

Productivity

Hable information indicates that productivity in
¥ low and this is partly responsible for
the poor performance of our economy. The reason
for this may be due partly to the general attitude to
in Cihana, which needs to be radically reformed.
¢ the old government when the morale of the
wurker was (tself low it was foo much to expect in-
creaned output from him. With the changed conditions
it is aecessary that we should turn our attention to some
of the other factors that hinder increased productivity
and o haye them removed as quickly as possible.
FPor 1 ie & truem that it is only through increased
productivity (st we can raise our own standards of
Hving Some of (he productivity improvement schemes
thut ay be mentioped are proper works organisation,
imprived supervision, control of staff, discipline, and
inceative payment schemes.

ACTION HEING TAKEN BY THE PRESENT
GOVERNMENT
Jaced with the problems that T have outlined earlier
i, the N.L.C adopted a three-phased strategy to
solve them. Firstly, it designated the period from Fe-
Bruary to Tuly 1966, as an emergency ptmod wher many
ad hoe measures were taken: a period

this period will come the development era when it is
hoped to resume orderly economic planning and deve-
lopment.
Restoring flow of Goods

It was obvious at the time of the take-over that
an essential ingredient in the country’s economic pro-
blems was the near break-down in the flow of essential
goods resulting from the balance of payments crisis.
This was therefore one of the very first problem to be
tackled. It was most important that essential food
items and pharmaceuticals should be obtained for the
country’s population. Secondly, a means had to be
found to restore the confidence of Ghana’s external
suppliers, so that such vital items as spare parts, and
raw materials could be imported into the country to
help keep the economic system running. Then thirdly,
action was needed to reduce the strain on the external
payments position by seeking a relief from repayments
on medium-term debts arising out of suppliers’ credits.
These steps the government took with vigour and with
the greatest urgency.

Aid from friendly countries

Soon ofter the take-over, negotiations were initiated
with a number of friendly countries, aimed at securing
imports of food and pharmaceuticals into the country
on very generous terms. Favourable' responses were
obtained from a number of friendly countries. The
United States through its Agricultural Commodity sup-
port programme, popularly known as PL.480, offered
us a number of food items on very generous terms.
Canada also offered us a considerable tonnage of wheat
as a gift. The United Kingdom and the Federal Re-
public of Germany offered us consignments of much-
needed pharmaceuticals; and additional financial aid
was given by the German Government. With these
offers the imminent crisis and economic collapse was
averted.

External confidence

It should also be mentioned that considerable credit
had been built into the economy and it was obvious that
the cconomy would be saved only if external confi-
dence could be restored to ensure the confinued flow
of supplies to the country. Steps were therefore taken
to restore the confidence of overseas exporters so that
there would be no difficulty in obtaining supplies of
essential commodities into the country. Towards this
objective, the Bank of Ghana instituted a system of
transfers by which arrears of current debts were to be
spread out for payment over a specified period. At the
same fime current maturing bills were met ‘on their
due dates. The regular and consistent pursuit of this
programme eventually restored the lost confidence in
our dealings with overseas exporters.

Re-scheduling our exfernal debts

Then also action was initiated by the government to
stretch-out the payment periods for the medium-term
debtr arising out of suppliers’ credits. Two meetings
were held in June and December. 1966, in London,
and a basis was laid for bilateral negotiations with
Tespective creditor countries vegarding the terms on
which the stretch-out wounld he made. Since then we
have ded in concluding bilateral ag with
almost all the Western Countries. Negotiations are in

staried from Mid-1966 and will end in Mid-1968. After

g fude similar ag with our cre-

d\(ors of Lhe East., These settlements have paved the

B
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way for the offer of more positive aid which is needed
to revive the economy. In addition to these measures the
government also obtained short-term drawings from
the International Monetary Fund as balance of payments
support. We are currently holding discussions with the
World Bank which we hope will lead soon to the offer
of some project loans.

In April this year, the IMF, at our request, success-
fully chaired a meeting in Paris between Ghana and a
number of Western donor countries at which the
question of the aid requirements of the Ghana econo-
my in 1967 was considered. Since this meeting we
have obtained soft loans from four countries: the United
Kingdom, the United States, West Germany and Den-
mark. The Canadian Government has granted us ano-
ther substantial flour gift and we expect that other
countries will also follow with such loan offers. With
these loans, it is hoped that we can obtain most of
the essential commodities that are required for the
better performance of our agricultural, industrial and
commercial establishments. For, let no one be mistaken
about this fact: we cannot keep the economy running
satisfactorily for the next few years without huge in-
jections of foreign aid.

DOMESTIC ECONOMIC FOLICIES
Stabilizing government expendi(ure

On the domestic scene, the major programme of eco-
nomic consolidation has been to restore financial sta-
bility into Government budget and to call a halt to
the excessive budget deficits of former times. For the
first time in many years, the Government of the country,
was able to introduce a budget which did not depend
on inflationary borrowing from the banking system to
finance the deficit. The first budget of the N.L.C.
introduced on 20th July, 1966 for the financial year
1966/67 ended the vear with a surpius of NC1.8 m.
Provisional figures from the Accountant-General show
that total expenditure for the period came up to
NC280.8m. as against total receipts of NC282.6m.

This was achieved by bold and decisive action on
the part of the Government through the reduction of
both recurrent and capital expenditures. The re-organi-
sation and scaling down of Government administrative
and the executive machinery, the closure of superflous
public organisations and the reduction in the number
of Ghana Missions abroad are now familiar. But we
ought to appreciate that these measures could be taken.
and their objectives were achieved, only at the cost of
the lay-off of some workers and the abandonment of
some of the unviable development projects initiated
by the former regime. This financial balance was
attainable also because we obtained substantial assis-
tance by way of soft loans, gifts and technical assis-
tance from a number of friendly countries and inter-
national organisations. And, last but not the least, the
rescheduling of most of our debts in respect of sup-

pliers’ credits reduced the strain of debt-service burden

on the budget. The reduction in the rate at which

Government expenditure grows will release much: needed

resources for reviving the private sector which had of

recent times been starved of investment goods required

for its growth.

The 1967/68 Budget
The 1967/68 Budget which was announced some three
weeks ago carried the. restoration of financial stability
in Government fi and the lidation of the

economy a stage further. For not only has f
budgeted for a balanced budget, it has tried,
a series of related measures within the limitaf i
posed by our current problems, to give incenties
the growth scctors of the economy to enable
growth in the productive sectors to begin agai
I am referring to the incentives which have been
by recent economic measures to agriculture,
and local manufacturing production. The re-o
tion of state enterprises either through outs
to private enterprise or to joint-ownership with
enterprise has also reduced to a considerable e
dependence of the enterprises on the Government

However, while the achievement of this
in Government budget is laudable, the det
Government budgeted revenue and expenditure |

not give cause for complacency. It must be told
Ghanaians here and now that despite the hard
that has been put in by everyone since the N.L.G |
over, much remains to be done before the sfate g
economy will be sufficiently improved. The ve:y:
that we need substantial amount of external lo
funds to balance our budget means that we ai
yet out of the woods. We must aim to meet our
current expenditures and our debt obligations from
own current resources. This will enable us to d&w
all capital receipts, both domestic and foreign, [0
development programme. E
Devaluation—hbackground

That the Ghana economy has stagnated sinee
early 60’s has been amply demonstrated in the
part of my ftalk. A combination of forces—ex
Government spending,  deficit financing, lagging
production, stagnant exports, high import demand, &
import control—was able to throw local priced
local costs of production out of relation with the
ternal situation and left the external value of the!
extremely out of focus with its real value. The tné ]
in this assertion could be found in the fact
before the Government devalued the cedi on 8th
this year, a significant amount of external trans
used to take place outside the official channels and’
Ghana cedi was often quoted at substantial dis
(about 45 per cent) in the unofficial foreign ex

about an excess of demand which local pro
could not satisfy. In the circumstances, a sharp i
in internal prices and costs took place and over: "'
some of the Ghanaian goods on the world
The scarcity of raw materials and spare paris
were the result of import restrictions had an
effect on local production; and as local producti L
ged behind local demand, import demand X
high and the only short-term way to get auf of ¥}
impasse was by a heavy support of the vbalmWL
payments through external aid. B
A balance of payments that always leans ezt
on external finance is chronically in disequilibril
this was the situation in Ghana when the N
office last year. When a persistent balance
ments disequilibrium takes place a change in
change rate is appropriate, and this was {he m&
which the N.L.C. adopted on 8th July this yeaf &
might ask, why was this measure not tal(el}" iy
1966 when the N.L.C. took office? Expectation s
ternational financial circles that the Cedi WOl
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devalued in 1966 ran very high but we felt that such
4 radical measure might have created more trouble for
us beeause of the led i diti existing
al the time. The view was held by us that it was
betler to introduce these far-reaching measures from a
position of relative strength instead of one of relative
weakness. The measure was timed for last month to
coineide with the plentiful supply of local food so as
1o reduce the impact on consumer prices. The deva-
luation was also announced a few weeks before the
Budget so that the compensatory adjustments in import
duties, wage and salary changes and incentives for
domestic production could be related to the financial
and fiscal measures under the Budget.

Advantage was faken of the devaluation of the cedi
o effect resource allocation in favour of the export
seztor of the economy and domestic production in
generil

The w
fAry economics.

rd devaluation is the bogey word in mone-
As an article in a recent issue of the
Eeonomist puts it, it is the‘dreaded eleven-letter word.
Its y mention is taken by conservative economists to
be an uct of irresponsibility and its introduction is
looked upon by businessmen as sacrilegious. Despite
it is interesting to note that during
official devaluations were announc-
ed; and in 1949 when the U.K. devalued the pound
slefling we in the then Gold Coast went along with
the decision. In the present Ghanaian case this measure
ol currency realignment has been combined with com-
prehensive economic rehabilitation programmes to help
Mrengthen a balance of payments position which has
hen eroded by persistent inflation.

these fe
1966

alone, 25

Objectives of Devaluation; and Related Measures

cally what do we hope to achieve through the
res apnounced on July 8th? Briefly told, we are
Ling 1o ereate conditions conducive to the long-term
cagunsion of our exports. The long run benefits for our
export reflected in the cocoa and
(imber nid gold industries. The increase in the producer
con to NC 6.50 per load will stimulate cocoa

receipts will be

pelee of cc

pioduction and enable us at least to maintain our share

the World market. Until such time as we deve-
aibstitutes for cocon we must support the indus-
Government budgetary position wiil be improved
through devaluation by increasing Government receipts

¢ than expenditure. This will help the Government
o fmprove upon the budget deficits of past years
Part of the additional revenue to be realised is being
devoted 10 employment-créating  projects to absorb
wome of the displaced labour. The production of indus-
(sl raw materials will become relatively more profita-
ble. We need (o provide such incentives for the pro-
dustion of eroundnuts, rubber, cotton, palm oil, cattle
ele, 1o ineruase our export carnings and/or reduce
imports. There is no doubt that devaluation will sti-
milate the tnflow of foreign capital especially mto
nes export industries. The prospects of early investment
\n bauxite, diamonds, ete, would be improved. We
wlio expest that smuggling and black market transac-
tions for some commeodities and in the cedi will decline
a5 the spread between the black market rate and the
official rate has now been cut down. The hardships
stiendast upon devaluation have been taken into con-
sideration in deciding on_the supporting measures—
salary and wage adjustment, reduction in import duty

and excise tax on a number of consumer goods, libera-
lization of imports and a host of measures announced
in the budget. I would like to repeat that the recent
economic changes, radical as they were. had to be
taken in the long-term interest of the economy. They
were taken to re-structure the economy, to give a boost
to the export sector of the economy so that we can
soon generate cnough resources to pay for our imports
and other foreign bills in order to maintain our eco-
nomic solvency.

PROSPECTS FOR FUTURE GROWTH OF THE
ECONOMY

Simultaneous with the announcement of the 1967/68
budget, the Government published an outline of its
economic policy. In this ten-page document are set
out the Governments intentions regarding the future
growth of the economy.

Agriculture
In this pamphlet are set out the generzl plans which
Government intends to implement in agriculture, in-
dustry and commerce. Detailed policy statements in
these fields will be issued soon. The Government’s
declaration underscores the importance it attaches to
private enterprise both in agriculture and industry.
In agriculture, Government will assist private producers
through extension services, the supply of farm requi-
sites, the provision of tractor and bther mechanised
implements, a guaranteed market for produce, the cons-
truction of more feeder roads and irrigation, better
credit facilities and will see to it that research resulls

are pul into practical application.

Industry

In industry, Government will encourage private en-
terprise to expand and create the necessary jobs re-
quired for our growing population and to produce goods
demanded by the Ghanaian consumer and also for ex-
port. In this regard, Government will offer substantial
help to Ghanaian enterprises in the form of eredit

facilities and technical assistance. Financial aid fo
Ghanaian i will be ch lled through the
National Investment Bank and beneficiaries of this

scheme will enjoy special concessions.
Short-ferm objectives

In the short term however, Government's main pre-
occupation will be to make better use of existing factory
capacities, much of which were not utilised due to
shortage of raw materials and spare parts. Another
short-term measure, al least in the Government sector,
is the completion of some almost-finished projects in
order that they will commence production.

Ghansian Businessmen

At this juncture [ would like to repeat the appea
which was made in the budget to private Ghapaian
businesses in the country. Admittedly. business organi-
sations in developing countries like ours generally tend
to be small because the corporate ideas and facilities for
creating them are mostly not available. On the other
hand, the very small size of such organisations work
against them. The smmll size of the business hampers
its growth because ils sources of finance are mostly.
very limited. The business generally depends on only
one person so that as soon as a calamity befalls this
person the business is doomed. As 2 result also of the
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size and the limited financial resources of such business
organisations, they are unable to adopt modern methods
of operation and their efficiency and productivity are
highly impaired. We would like to see the beginnings of
more and more corporate or cooperative industrial or-
ganisations in the country. Towards this, government
is currently studying proposals for the formation of a
stock market in the country which will help in the cor-
porate ownership of companies. I believe that if our
businessmen can achieve some mergers in both retail
trading, industry, and even in agriculture, they will have
better access to all kinds of facilities and be able to
compete successfully against all comers.

Achievements of N.L.C.

There is no doubt that satisfactory progress has been
made by the N.L.C. in the management of the economy
since the change of government about 18 months ago.
The real rate of growth of the economy in 1966
was 1.6 per cent compared with the 0.7 per cent of
1965. The atainment of a growth rate of 1.6 per cent in
the face of a determined effort to deflate the economy is
no mean achievement especially since the 0.7 per cent
growth rate of 1965 was during the time when the
old government was pursuing its development efforts at
full speed.

- Our balance of payments deficit which touched record
levels in 1965 showed a marked improvement in 1966.
The current account deficit dropped from NCI158.9 m.
in 1965 to NC92.8m. in 1966.

The Government budget has shown considerable im-
provement and it has been possible to introduce a
balanced budget after only two budgets by the N.L.C.

The rising trend in prices was arrested before the
introduction of measures aimed at bringing domestic
price levels into line with foreign prices.

Through the recent measures definite steps have been
taken to impart a sense of purpose and direction to
the economy. We are not yet out of the woods how-
ever, and there is need for economic vigilance on the
part of the government and the farmers and workers.

Prospects

Everybody would like to know something about the
prospects for recovery of the Ghana economy as some
of us see it. The results of economic decisions cannot
be determined with full certainty. There are always
elements of risk and uncertainty involyed and these
make economic administration a very difficult under-
taking. For instance, farmers may reduce their pro-
duction of cocoa as a result of an increase in the price
which is given them to stimulate production. Business-
men may react differently to certain incentives which
the government may offer to them. In short, every major
cconomic decision is in a sense a gamble and this goes
for all the economic decisions which have been taken
since Febraury 24, 1966, not excluding the economic
measures of July 8 of this year. If those charged with
the formulation and implementation of economic po-
licies were to wait until they can take decisions which
do not contain any element of uncertainty, the eco-
nomic machinery would grind to a halt.

These remarks do not mean that before decisions are
taken their implications should not be properly exa-
mined so that the element of uncertainty is reduced
to the barest minimum. This has been done in the case
of all the decisions so far taken. The policies being
pursued have very good chances of success. I for one

am very hopeful of our ability in Ghana to o
our current problems so that our economy ca
again become the strong, viable and bouyant eg
that it was in the 1950’s. The fight to save the
should, however, be taken seriously for it will
some sacrifice from all of us. We cannot win
think more in terms of what we take out of the
my than of what we are expected to put into it.

GHANA’S FOREIGN DEBTS
By

Albert Adomako, (Governor, Bank of Ghana)
TEN YEARS ago, we had in hand, as a natio
cash reserves of nearly £200m. sterling; today we b
become a debtor nation, owing over £200m. sterli
To be precise, when the N.L.C. took over the
of government in February, 1966, the country
faced with a huge debt of approximately NC440m.
£200 million. In fact, there would have been mo;
the N.L.C. had not acted quickly to cancel certain'
tional contracts involving millions of cedis which
was just possible at the time to cancel®
Now, how did we get into such a mess? Befos

can proceed to find the answer, perhaps it would be W
to assure ourselves that we understand what we mé
when we talk about Balance of Payments. This is nes
sary for a true appreciation of the burden of our e
nal debts.

RBal- of P plained

In simple terms, the balance of payments is a
mary accounting record of payments and T
between our country and the rest of the world o
given period. By universal practice, the accouniis
period is one calendar year. Over a period of one
we in Ghana export and sell our produce abl
including cocoa, gold, diamonds, timber—to name th
principal exports. We also sell our services includi
transportation by Black Star Line and Ghana Ainyé
We are paid foreign exchange for all these go
and services. In addition, if we carn interest on inyes
ments abroad, if Ghanaians living and working abl
send remittances home to Ghana, if we receive g
and loans from abroad, if we return some of our impofiy
by re-exporting them, we receive foreign exchangé
all these things. The Balance of Payments is credi
with all these foreign exchange payments in our tavqun

to the rest of the world for all the things we imp
such as, food, machinery for factories, raw matem
medicine, clothes, ships, trawlers, cars, aeroplanes:
building materials. We also have to pay foreign
change for all the services which we use, for examg
for carrying our exports or imports in ships belongl
to other countries, for travelling by airlines of o g
countries, for the technical services which we emploj,
non-Ghanaians to give us. We also pay foreign exchan
for transfers made abroad by foreigners living of W
ing in Ghana, for transfers of profits and interests
other incomes earned by foreigners in Ghana, for @
loan or gift which Ghana gives to other cOUME

s [All the figures that I shall mention in this address are RIS
were recorded before the recent adjustment of the exchange
the cedi. 1 have not corrected the figures for the effect of the

luation].
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Thiese foreign exchange payments made by us or charged
agninst us arc debited to the balance of payments
account

Al the end of the year we total, on the one hand,
the credits in our favour and, on the other hand, the
debits against us and then strike a balance. If the credits
than the debits, then we have exported more
than we imported and have therefore made a surplus;
and (his goes to increase our reserves. If on the other
hand, the debits are more than the eredits, it means
ve have spent more than we eamned during the year
and there is a deficit against us. We then have to meet
this deficit by drawing on our reserves (our savings
from previous years, if we have any). If we have no
teserves, then we are living beyond our means, and we
st of the world—or our trading partners
—to give us credit and allow us to owe them. If this
an one year after another continually, we soon
mount np « Im, debt which becomes a charge on our
exports. This means that in subsequent years,
ying our debts, we have less foreign exchange
our normal rtequirements of imports
This is what we have been doing for a
Foy the past seven years or more we have
y surplus, not even a balance. We have
in deficit on our Balance of Payments. The
then is to produce more for exports. With-
it this, our balance of ments position becomes
are short of foreign exchange, and as a
resull we must conserve foreign exchange by imposing

control,

must ask

future

after

long time

and regulate imports by a licensing

Now that we have got some idea of what the balance
payments is all about and how external debts arise,
find out first the extent of Ghana's
blem and the categories of the debt,
dium-, or long-term. Then we shall
and then briefly
the past.

ere incur

FTi nelasions from the lessons of

Lrowih of our Foreign Debis
afler independence, although Ghana had
totalling NC6.4m. mainly long dated stocl
yenrs before independence on the London Stoc
hud o much reserves (nearly £200m.) that
r external position was a very strong one.
311l had substantial reserves, but gradually
had begun to increase. Between 1961
pace quickened and our foreign debts
§.2m. to NC148.6m. By the end of 1965
the wial had risen to NC437m. (not counting certain
cancelled by the N.L.C). By this
sime there was virtually nothing left of our reserves,

ar foreign debts

rase hy NC

payments which were

I'hiis the state of things when the N.L.C. took over
in Febsuary, 1966 The debts had been so haphazardly
inenrred that it took nearly one year to ascertain the

wlal lability cinims kept coming from all kinds of
pliees

the largest item in the structure of the debt at the
time of the Revolution was that of suppliers’ credits
which stood at NC274 million. The next biggest lot were
the abort torm lonns of NC48 million obtained by the
banking system from banks abroad to help pay for our
imports. Even s0, we still had arrears of trade bills
totalling NCI3 million and other lesser private sector
loans, Foreign loans that had been used in financing the
Vulta River Project amounted to about NC45 million.

Since then, and in order to save the situation from

complete collapse, further external borrowing was under-
taken during 1966. Principal among these are the net
drawings of approximately NC33 million from the
International Monetary Fund. A part of these drawings,
was, however, used to reduce arrears of trade bills.
There were also long term commodity loans from the
United States and the Federal Republic of Germany.
These new loans raised the level of the external debt
to a total of approximately NC477 million at the end
of 1566. But a part of the IMF drawings was still
available as reserves at the beginning of 1967.

Distribution of Loans by Maturity
The repayment periods of these loans are

an important
factor in a

ing the immediate impact of the pressure
of foreign debts on the country’s balance of payments.
A classification of our foreign del by repayment
maturities at the time when the debts were being
rescheduled in December, 1966, about 70 per cent of the
foreign debts were of medium term. 16 per
short term, and only

cent were
14 per cent were long term. The
medium term debts constituted the largest block and we
shall see shortly that before rescheduling the debts,
the payments falling due in 1966, 1967 and 1968 consti-
tuted one of the greatest pressures on the balance of
payments
How Debts were incerred

Now let us look briefly at how these debts were in-
curred and who were our creditors. On the aftainment
of independence, the old government laid-plans for the
development of industry and agri ire for the rapid
economic growth of the country. The objective of this,
no doubt, was to increase home production and in the
process also create more opportunities for employment.
As we bave seen, increased home production would
help strengthen the balance of payments through in-
creasing the local production of import substitutes as
well as increasing the volume and the value 01 exports by
the processing of raw materials.

Development plans were accordingl

y produccd. first a
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five-year plan in 1951 to provide for the construction
of the infrastructural frame-work during the period
1951-1956; this plan was consolidated in 1956-58. Then
there was a sccond five-year development plan, intro-
duced in March 1959, covering the period 1959-64
during which there was (o be a relatively modest begin-
ning with industrialisation. In the course of its im-
plementation, this plan was abandoned as too feeble and
was replaced by a more ambitious, socialist-oriented
seven year development plan covering the period from
1963 to 1970.

We are not concerned this evening with the evaluation
of the merits and demerits of these plans, but from what
I have already said about the build-up of our foreign
debts, it is sufficient to note that the period when the
debts were piling up fastest coincidéd with the initial
years of the seven year development plan launched in
1963 and now scrapped.

During the ecarlier years after independence, the
financing of projects did not constitute much of a pro-
blem because the country had ample foreign exchange
resources to finance its programme. Largely for this
reason we were able to control the timing of projects
to allow ourselves a sufficient adequate pre-investment
examination of the projects before embarking on them.
But in the years after 1961 a shortage of foreign ex-
change gradually emerged, and, more and more, this
became a hindrance to the financing of development
projects. This would certainly have been a good time
for taking stock, as we are doing at this school, Certain-~
ly it was not the time for converting a modest plan
into a gigantic one to spend more boldy without having
made sure that the additional resources were forth-
coming on a sound basis. But this is precisely what
was done. By 1965, the series of deficits on the current
account of the balance of payments had reached an
all-time record of about NC163 million. Our interna-
tional reserves thus suffered a serious deterioration.

For most of the last 10 years we have been showing
deficits with the adverse underlying causes becoming
stronger and more serious every year. The culmination
of this was the record deficit in 1965, and by that time
we had used up all our huge reserves and had virtually
nothing left. As the scarcity of foreign exchange became
more acule, a principal determination of which project
to undertake was whether or not suppliers’ credits would
be available. We had reached this position about the

year 1963

another as foreign suppliers seized the initiative and

pressed their credits on us, some of them of dubious
value, The nature of the project and how it fitted into
our scheme of development did not seem to matter
any more, It was suflicient to show that something new
was going on, and that it provided jobs for the boys.
There was complete lack of careful preparation and the
prudence which a private investor of such substantial
capital invesiments would normally show. It did not
even seem lo matter who signed the contracts for go-
vernment or where it was signed, and in time you had
contracts commilling government and the country to
large sums of debt being ned in the Ministry of

Industry, or Agriculture, or Finance, or Communications,

or Works and Housing, or Health, or Education; or

some, like the Job 600 complex, in the GNCC; and
others in various corporations. And most of these were
not even known to the Ministry of Finance or to the

State Planning Commission, or to the Central Bank.

and from then on it was one contract after °

The government seemed to be in comylete p
wards the end, and as we have now seen af
commissions of enquiry, all morals had left us,
the dramatic story of how our debts were maj

curred.
(Continued on Page 2

TRENDS IN THE COCOA TRADE

By
W. R. Koranteng (Dep. Managing Dlrcctor,
Cocoa Marketing Co.)

ALTHOUGH International Trade in cocoa is not &
tantial either in volume or value as compared w
number of other primary commodities as cof
is of vital significance to such West African cou
as Ghana, Ivory Coast, ngcrla. Republic of Can

gether account for about 80 per cent of total
production.

Contributing as much as 65 per cent of the total
of exports of Ghana, cocoa constitutes the mai
the economy of the country. In spite of positi
serious steps being taken to diversify the economy
Ghana so as to alleviate the degree of economic &
pendence on cocoa, cocoa is certain to continue to bel
cornerstone of the economy of the country for atlé
the next fifteen years.

The world cocoa economy has undergone proft
changes since the end of the World War II.

Production Trends

In the early 1950's it became quite clear that cocos
duction, affected by the neglect in the war yea
very inadequate to meet market demand. Prices
fore rose rather sharply, and this gave a

Ghana, Nigeria and the Ivory Coast, Governmenis
extensive efforts to inecrease production by prop
and distribution of high-yielding seedlings,
cducational efforts to teach farmers improved
tion practices, including spraying against pests &
seases.

As a result of the coming into bearing of the
planting and intensive spraying campaigns against
sids, the world cocoa economy entered a new st
1959. In the year 1958/59 world production exees
900,000 tons for the first time in the history of the &
.industry, and in the following year (1959/60) prod
rose above the million ton mark. The 1959/60 @
1,044,000 tons—an increase of about 14 per cenl
the previous year and of 22 per cent over 19 M
average—indicated that production had moyed 0
new level. In 1961/62, although the corp fell shol
about 46,000 tons it was still more than 100,000
above 1959/60. Production, however, continued
significantly thereafter and leaped to an all-time &
of about 1,500,000 tons in 1964/65. During the i
1958/59-1964/65, Ghana improved her share of
world output from about 28 per cent to 4b@
per cent.

Fall in Output

Ghana's production, however, dropped sharply
the peak of 572,000 tons in 1964/65 to 410,000 &
1965/66; this figure of 410,000 tons represented 338
cent of total world output of about 1,200,000
The outturn of the 1966/67 Main Crop in &
about 363,000 tons and the 1967 Midcrop is &3
be about 10,000 tons, making a total output
373,000 tons for the 1966/67 Season. This
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173,000 tons represents 28 per cent of the expected total
world production of 1,300,000 tons, the second largest
world output on record.

This sharp fall in production as well as in Ghana's
j shate of tofz]l world output could be attributed to a
large extent to the relatively low prices paid to the
lirmers and laxity in pest and disease control measures.
As | pointed out, the new plantings which provided the
basis fur large scale production in the early 1960's
were encouraged by favourable prices for cocoa at both
, the export asd producer level:
y There was however ample evidence that but for
y effective pest and disease control measures most of the
2 young t would have been devoured by capsid bugs.
&
3

1

Experi s @lsa showed that spraying had a short-

fefm effect of increasing yields of mature cocoa trees.
y Weather gonditions varied from year to year during

the pericd but th years indicated that weather changes
gould not affect the ultimate outturn of the crop signi-
2sts and diseases could be kept under
ult of import controls the supply of
was reduced from the annual requirement
lons to 120,000 gallons as from 1964, and
ument’s subsidy on the insecticide was with-
s¢ of the relatively acute supply position
lin got into the hands of the farmers at con-
siderably higher prices than the official price. The subsi-
dy which existed on spraying machines was also re-
¢l in 1965 and the farmer was asked to pay an
¢ of £3 for the Solo motorised spraying

the economic conditions of farmers kept

o {erably every year. While the pro-
1 was reduced from time to time the cost
L) tinned (o rise rather sharply. The farmers
- fare not only incapable of buying spraying
M mechines and iasecticides but also they could not em-
9 the required labour for maintenance and harvesting.
m ol the farms were therefore neglected, especially
@ dutlng the 1966/67 season, and the farmer in effect

no longer considered cocoa farming as an  attractive
Wl oeeupation, Moreover, the low producer price encoura-

@ ged smuggliog of cocon on a large scale inta the Ivory

@ Cosst snd Togo where the pricss were considerably
gt high
| 1t s therefors commendable that the producer price

Cileng hes been raised and that the farmers are being
: jumged by the Government to bring pests under
4 control by taking steps to make more gammalin avail-

|
w bl 1o them

Consamption Trends

-

The remarkable increase in production in the early
1660°s outpaced the rate of increase in consumption, and
i sonsequence prices dropped sharply from the post-
wir hijgh levels of about £576 per ton until the market
averapged sbout £136 per ton in 1965, The relatively
low prices in turn provided the necessary stimulus to
growth in consumption. As a result of the sharp
drop In world output in 196566 from the peak of
1964/65 and the increase in consumption there was a
sizeable deficit in 1966; and a deficiv of about 100,000
tons is forecast for 1967.

Quantitatively the greatest quantitative increase in con-
sumption teok place in the traditional markets of
Western Europe, the United States of America and
Japan. The greatest percentage increase however took
place in the Esstern countries. Between 1962 and 1966

ZEZwEERE

-

AR SRERS

i
|
[

the total grindings in the U.S.S.R. and Eastern Europe
are estimated to have increased by 62 per cent. (17.4 per
cent per annum). This phenomenal increase in con-
sumption in the Eastern Countries has been made possi-
ble by the conclusion of bilateral agreements with these
countries by Ghana and Brazil under which several
tropical products especially cocoa are exchanged for
Eastern goods. Between 1961/62 and 1965/66 the trade
pact countries together increased their share of total
cocoa exports from Ghana from 16.6 per cent to 332
per cent. This development in the Eastern Countries has
undoubtedly imparted a firmer tone to the world cocoa
economy and is largely responsible for the relatively
stable prices over the past year.

Trends of Export Earnings in the past decade

As I have already pointed out, from- 1959 onwards,
the early post-war plantings and the new pest and
disease control measures began to transform the market
situation after years of decline and stagnation, and
supply began to grow faster than demand. It is signi-
ficant that Ghana’s cocoa production in the period in-
creased at a greater overall rate than world production.
Consequently there was a gradual improyvement in
cacoa export receipts. In 1965/66 in view of extremely:
low prices and the sharp fall in production export
earnings fell sharply from £81m. in 1964/65 to about
£50m. Although world market prices improved signifi-
cantly in 1966/67 owing to the poor outturn of the
crop, total export receipts can hardly exceed £70m.

Future trends in Consumption and Production

It is estimated that if there is no marked rise in cocoa
prices from the present levels of £200-£225 per ton,
world grindings will continue to increase at the rate of
about 3 per cent per annum until 1975. This rate is
however lower than the growth rate which averaged
6 per cent between 1957-59 and 1964-66, and was
achieved in part as a result of declining prices and the
more liberal import policies of the U.S.S.R. and ather
Eastern European Countries. It is estimated that total
world grindings around 1975 would range between 1.72
million tons on the low income growth assumption and
1.77 million tons on the assumption of high income
growth.

The greatest cxpansion of demand is projected for
countries with centrally planned economies, particularly
the USSR. It is cstimated that grindings in the
USSR, and other Eastern European Countries could
increase from an average of about 300 grams per caput
in 1961-63 to about 750 grams in 1975. This would
still be much below current levels in developed countries
in many of which consumption of cocoa products per
caput in terms of beans ranges between 1,500 and
2,500 grams. Within the developed group the highest
rates of growth in projected demand are for Southern
Europe and Japan, in contrast with the other Western
European Countries and North America, where per
caput consumption of cocoa products is relatively high.

“Zocoa is a tree crop and the main elements which
will determine production during the period up to
1975 are already in existence. The only major element
which is subject to substantial changes is cultivation
practices notably spraying against pests and discases.
In practice, however, inadequate data on planted area,
on tree numbers and their age distribution, znd on
recent plantings makes it extremely difficult to forecast
the future course of production. However. therc are
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indications that world demand for cocoa during the

period up to 1975 would not be equally matched by

an increase in production. There are therefore good

prospects for high cocoa prices in the coming years.
Some Problems facing the Cocoa Industry

In spite of the fact that some thought has already
been given by the Ghana Government to the problems
of cocoa in the recent financial measures, it needs to
be said that Ghana cannot take full advantage of the
projected stability in the world cocoa market if certain
basic weaknesses of the industry in Ghana are not taken
seriously.

(a) The Ageing Industry

The cocoa industry in Ghana could be aptly described
as an ageing industry. Although the average age of the
farmer is increasing there are no prospects of farmers’
children following the occupation of their fathers. The
children of farmers are being educated gradually and are
entering different industries, and as long as returns
on investment in cocoa remain unattractive the youthful
blood can hardly be attracted. This lack of vigour in
the industry will therefore have a serious effect on
production.

There is another sense in which the cocoa industry
could be considered an ageing industry. It has been
observed that about 67 per cent of the country’s block
of cocoa trees would be 30 years and above by 1975;
hence the ageing farms will soon pass their peak years
and cause a decline in production.

(b) Processing

One significant development in Ghana in recent years
which is agitating the minds of those vitally concerned
with cocoa is cocoa processing.

Ghana at present exports about 50,000 tons of its
production in the form of semi-manufactured products—
butter, liquor, cake and powder. If all the three proces-
sing factories in the country—the West African Mills
and the Cocoa Products Corporation factories at Tema
and Takoradi—operate at full capacity, Ghana could
process-as much as 100,000 tons of cocoa beans, which
represent about 22 per cent of Ghana’s average produc-
fion over the past two years.

The main objective of the establishment of the cocoa
processing factories is to enhance the foreign exchange
earnings from cocoa exports. However, the results
achieved so far do indicate that the profitability of cocoa
processing in producing countries is very doubtful.

Several inescapable factors militate against the cocoa
processing industry in producing countries:—(1) In the
consuming countries the local processing industries
enjoy considerable protection; the industries in the
producing countries therefore operate against a barrier
of import duties and tariffs; (2) Since most of the major
manufacturers have processing capacity there is a
tendency for them to purchase supplementary supplies
of butter only when it is cheaper to do so than to buy
and process cocoa beans. (3) There is a wide range of
quality of flavour in cocoa butter, and manufacturers
have precise individual requirements. By roasting and
processing in their own factories they can often obtain
the exact quality required more easily than by buying
from outside.

It is quite conceivable that new factors may change
the market situation in favour of sales of cocoa pro-
ducts from Ghana. Meanwhile, however, it seems in-
evitable that the processing industry as constituted in

Ghana will require very heavy subsidies in its
It is even doubtful whether the industry' can
foreign exchange earner, as any increase ij
carnings’ through sales of butter and cake j
beans are likely to be more than offset by the
exchange element of the processing costs, |
in the case of the Cocoa Products Corporatig

In the light of these observations it is consides
the present processing capacity of the county
not be increased, as any increase would only
worsen the bean/butter ratio and make cocoa p
unprofitable as compared with beans.

THE ECONOMIC COMMUNITY OF WEST
By
I Bissue

TRADITIONALLY, regional economic grouping
stemmed from the need for a number of coun
pull their resources together in order to reap
economic advantages which would otherwise not 46
to them individually acting in isolation. From the p#
of view of production, it is in most cases eco)
advantageous for a number of countries to o
in implementing projects which are financially too &
or burdensome for any one of them to underta
cessfully. From the point of view of markels,
national economies are too small in terms of p
tion and income levels to sustain any decent
economic expansion. The various suggestions fol
mic co-operation have all been made principau,[
this question of economic efficiency in mind.
These suggestions were given a concrete ex)
in Niamey in November, 1965, when representali
the twelve out of the fourteen of the West 4
sub-region met to draw up the Articles of
tion for the consideration of the first meeting o
Interim Council of Ministers. At the Niamey
ference only two countries declined to vote
adoption of the draft articles of association
grounds that they were not empowered by
vernments to take decisions of such great M
importance. In spite of this the article were appi

nisters took place in Accra in April this year and:
the draft articles of association were discusséil’
formally approved. What remains now is the ratilis
of the draft articles by member states. This is
to be accomplished at the second ministerial &

then that if all goes well the West A.fncan :
Community will become a reality by the end of
year.

P of Regi

1 Co-

For the purposes of the discussion, let us cla
problems into two broad categories, physical &
nomic. The physical barriers arise out of the fd
the West African sub-region constitutes a mas
area organised into 14 political units or §

characterised by uneven topography ‘and climil
consequences of these natural obstacles are: (i)

ar e SRS S
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cougtries are placed at the mercy of the coastal areas
for the conduct of their extra-regional trade: and (iii)
ineficient use of the resource potential of the sub-
region results.
Transport

Lel us take these problems in order. The solutions
may be discussed by considering the progress of co-
wperation in the field of transportation, in transit trade
and in the utilization of resources. It is well-known
Ihat the expansion of trade depends substantially on
& pood net-work of roads, ports, airlines, ete. As of nuw,
il iz almost physically impossible to carry any heavy
traffic between Ghana and say Niger all the year round.
Sometimes the physical conditions of the rcads make
them (mpassable and at other times the differences in
tradlic regulation make accidents and interruptions in-
cvitahle

In a r somibre vein, Mr. Hamani Diori, the
President of Miger in his welcome address to the
il Niamey in October, 1966, pointed out,
ing the difficulties of carting animals from

' the landilacked areas to the coastal regions, that “the
' jone ehes of country the animals have to cover on
' the hool on the way to the markets in the South (and
" these hes are not provided as a rule with corridors
e ipailing; the beasts are often without watering points,
3

and lsek stocks of fodder at given points) raise a num-
® ber of problems that must be solved if the animals are
1o be offered for sale in fine shape and good fettle.”
L Obvionsly (he creation of a well-organized structure
of teading and commercial contacts based on a swift
und efficient sportation system would raise the
freuttes of the catile farmers while making meat and
meat products cheaper for the southern consumers.

Al & meeting in Monrovia in 1961, these problems
gl Been sufficiently recognized and carefully defined.
Nawscquently, two major studies covering the entire
sl sapion Hod been earried out. Furthermore the E.C.A.
bud proposed. exceliently, the creation of a machinery
for toensport cg-ordination and insisted on the imme-
dinte establishment of o co-ordinating body as a forum
4 for (he discussion of any oulstanding problems rela-
i 1og W wansportation within the sub-region.

it AL e Miamey conference, the creation of a Perma-

| Iransport Commitlee was strongly recommended

| W Acorn this idea was expanded into a resalu-
gon on the immediate creation of a committee on

: Fraaport and Communications, whose terms of refe-

o teaee covered every conceivable means of transport

. (excepl walking, crawling and running). Te implemen-

B wiinn of this resolution is awaiting the creation of the

‘; Commuhity i Senegal in November.

|

| Trunsit Trade

The probloms of transit trade have been the sub-
B et of sposial study by both the O.AU. and the E.C.A
I singe 1961, In Oclabgr, 1961, the Working Party on
¥ Customs Adminisiration in Africa had discussed these
¥ guestions in some demil in Addis Ababa, Ethiopia
¥ Subsequontly. the Expert Panel on Transit Traffic in
I West Alrica had convened to thrash out these problems.
¥ n March, 1966, & joint meeting of the E.C.A. Working
# Pagty on Intra-African Trade and O.A.U. Committee of
‘ Foucteen on Trade and Development was held in Addis
r Ababa. And finally the ECA. Study Group on Tariff

i had iewed the made with

Clas: P
regard to the solution of these problems in East and

West Africa.

The problems of transit trade arise out of the fact
that some countries in the sub-region have no outlets
to the sea and therefore have to depend on their
neighbours whose coastal fronts are shortest from
their centres of economic activity. The classic example
is the story of Zambia after the declaration of U.D.I. by
Rhodesia in November, 1965. Let us take a West
African example, Niger. The bulk of Niger's imports
go through Cotonou in Dahomey. The French system
of detailed documentation is followed at Cotonou.
Transport is provided by railway as far as Parakou
and thence by unsecured vehicles to Niger. Consignment
notes prepared at Parakou accompany each loaded ve-
hicle. In spite of the fact that the whole aperation is
in the hands of an organisation responsible to both
Dahomey and Niger, numerous problems arise. First,
because of the shortage of trained personnel in frontier
offices of Gaza and Bosso, checking of traffic is almost
impossible and the collection of duty is undertaken at
Niamey. Secondly.” losses by theft are estimated to be
in the region of 10 per cent of total transit trade.

The consequence of all these is that differences be-
tween prices are rather wide between Cotonou and
Niamey. Obviously a change in transit procedures within
the framework of a West African Economic Community
will ease considerably the difficulties of the land-locked
countries. In the particular case of Niger the E.CA. is
continually urging the Government of Dahomey to
accept the customs officials of Niger at Parakou to
collect the duties before the goods cross the border.
and also to issue through-transit documents, but so far
no agreement has been reached on this issue.

Use of Ayailable Resource

The inefficiency in the utilisation of the massive
resource potential is the next problem resulting from
the unnatural organisation of ithe region into political
units. For example, the tentative estimates of the re-
source potential of the sub-region are as follows:
280,000 cubic metres of natural gas, 420 million tons
of coal and lignite, and 200 million tons of crude ojl
and 155,000 kwh of hydro-electric power. Even these
tentative estimates are considered to be about 250 times
the energy requirements of the entire West African
Sub-region. In spite of this gigantic power potential of
the area, obvious imbalances in distribution conspire to
detract immensely from the momentum of economic
development of the region, For example, about 230
million cubic meters of natural gas are being annually
flared as waste, while power tariffs continue to be a
serious bottleneck to manufacturers in other areas of the
sub-region. At Niamey, the discussions in this™ field
were really’ comprehensive and at the end of the discus-
sions, the immediate creation of an Energy Committee
was strongly recommended. The same feelings were
again expressed at the Accra Conference. In the ficld
of power, the spirit of sincerity of purpose and of
goodwill shown by the National Liberation Council
and by the governments of Togo and Dahomey must
be put on record. Resolution 3 of the Niamey conf
rence was jointly sponsored by the three governments
on the need for the full utilization of hydro-electric
energy from the Volta. The recent conclusion of agree-
ment on this issue between the three governments is
a shining example of the sense of purpose and dedi-
cation required for effective regional co-operation.
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Economic Problems
So far we have seen that though the problems
imposed by the mere physical separation of countries
are immense, they are not insoluble. Their solution
however, depends on the removal of economic obstacles
which have so far posed the greater threat to the
various experiments in co-operation.
Lack of Plan Co-ordination
The first and most obvious of these economic pro-
blems is the lack of co-ordination of development
plans. For instance, from about 1960, the possibilities

of setting up an integrated iron and steel works in the

sub-region had been the theme of several studies by the
E.C.A. and also the subject matter at several inter-
governmental meetings in West Africa. Technical con-
siderations even in 1961 indicated that three steel
mills were the maximum that West Africa would require
to meet her demand in the foreseeable future. For the
coastal countries, the evidence showed that ILower
Buchanan in Liberia was the best of all the possible
alternatives and a site in Nigeria was also being consi-
dered. In the interior, Gouina in Mali had been selected
as a production centre for the inland areas. It was just
about this time the government of Ghana decided to
embark on the Tema Steel Works. Iron ore deposits
in some decent quantities had been discovered at
Shieni in the north of Ghana and also at Opon Mansi.
But it was well-known that on the current level of tech-
nical knowledge, beneficiation of the low grade are made
the use of Ghana’s iron deposits for the manufacture
of steel most uneconomical.
Iron

The Liberian ore is estimated to have an iron-con-
tent of over 70 percent and contains practically no phos-
phorus. The ore in Ghana has below 50 percent of
iron and contain 0.13 phosphorus which does not
permit the use of blast-furnace methods of milling.
Beneficiation could be undertaken by electrolytic me-
thods but this is expensive and has so far not been
tried on a large scale anywhere. In spite of this com-
pelling evidence of non-feasibility the steel works were
constructéd at Tema. The Tema factory was planned to
produce 30,000 tons of steel per annum and it takes
about 2 tons of iron ore to produce about one ton of
steel Since it was impossible fo use Ghana’s deposits.
scrap iron was considered. The total annual availability of
scrap iron varies between 9,000 and 11,000 tons. And it
does not make economic sense for Ghana to import
iron ore to produce steel at this stage of our develop-
ment. For all these reasons, caution was sounded against
the establishment of the steel factory at Tema; it has
turned out to be one of the most wasteful ventures
bequeathed to the new administration.

Airlines

The same considerations go for the Ghana Airways
Corporation which seems to take the pride of place in
the long list of financial disasters into which the C.P.P.
government so hysterically rushed the couniry. Greater
intra-African co-operation in the field of trade and
economic planning had been a declared element in the
socialist philosophy of that government. Before the
establishment of the Ghana Airways Corporation in
1958, eight airlines had been serving Ghana, among
them the West African Airlines Corporation in which
Ghana had some interest. The dissolution of the
W.A.A.C. and the proliferation of national airlines were
motivated by considerations which were not strictly

apposite to economic efficiency and co-o)
‘West Africa. The point is that this was one
co-operaticn would have redounded to the |
countries of the sub-region and also fostered |
litical understanding being sought in other less
tic ways. So much for the negligence in the
economic co-operation.

Tariff

Another problem whose topicality seems (o
intensified relates to the divergencies in tariff re;
and their effects on trade. Most West African co
produce almost similar commodities as far
traditional consumption requirements are con
And there are very few restrictions, if any, on
traffic of indigenous products. But restrictio
imposed on trade in industrial manufactures em:
both from inside and outside the sub-region.
done sometimes for revenue purposes and som
for protecting domestic infant industries. The
then is first to remove restrictions on trade aj
countries of the sub-region and secondly to ad
common external tariff to products coming from
the sub-region.

The results of these divergent trade policies a
West African countrics discriminate against each
by preferences to products from outside the arg
this inevitably leads fo smuggling on a large
For example, whereas the duty on French cigim
going into Franchophone countries within the
region is about 20 percent, the duty on cigareties ff
say Ghana and Nigeria into these very cou
in the region of about 90 percent. The prices of
naian cigareties are bound to be far less com
in the Franchophone countries. If there is a g
mand for Ghanaian cigarettes in these countries,
there would find it profitable to smuggle in Gh
cigarettes. The overall result of these trends is i
total volume of trade between West African:
lS drastically reduced This creates an artlﬁcl.al

the market constitute one of the most powerful bat
to economic development.

Cooperation

gatherings which have addressed themselves
problem. The recommendations for solving —:

frec trade in a selected number of commodifis
ferably on a bilateral basis; ‘secondly, the establ
of a free trade area in all the commodities !
among the participating countries; thirdly, the @
of a customs union and finally complete P
integration.

In the context of the West African sub-regiol
sequence of procedure would be greatly facilil
the existence of certain instruments of cO-OP!
There is the West African Customs Union
seven out of the fourteen states in the sub-region
has a common external tariff; there is also il
African Monetary Zone which has central

There is also a complex of functional i
whose areas overlap at several points and whose
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suberegion. Examples are the African Groundnuts Coun-
il and the bodies set up to promote the inter-govern-
menial development of the Chad, Niger and Senegal
basins.

Ao concomitant issues which bothered both the

Miamey and the Accra conferences are these: first, the

less developed countries fear that the benefits of agree-
ment would accrue substantially to the more advanced
countries in the sub-region. And secondly, there is also
e fear that the creation of a customs union would
wililate against commitments already entered into with
outside bodies such the EE.C.

The first problem was discussed at some length at
baoth the Niamey and Accra conferences but its solu-
tion hidden in an “escape” clause in Article One of the
Asticles of Association, as an aim of the Community
16 pretaole . coordinated and equitable development
ul their economies”. The second problem was solved by
allowing member states to take “both within and outside
the Community measures of economic co-operation
without the agreement of other Member States, pro-
vided that such measures do not prejudice the aims of
the Comununity. Asticle 3 farther stipulates that “Mem-
ber States which belong o or join other systems of
cinie co-operation shall inform the Community of
Iheit membership and of those provisions in their cons-
fituent instruments that have a bearing on the purposes
of the Community”.

Political problem

The

oo

are only 2 few of the important issues of
alion within the context of the West African
IL has often been suggested that the lack
ion in economic affairs may be due to
This is part of the general supra-
B unelism argument. But it can be dismissed on two
, more than half of the delegates to both
inmiey and Accra conferences represented military
repimes and this accounts for the large measure of
wilgh has been made so far, It seems soldicrs
ol esch other better than civil governments.
v, the O.ALL seems now to have recogmized the
sorinnes of regional sconomic development as a pre-
lude (o palitical integration and has therefore strongly
sipporied the tegional economic groupings. Even in the
cose of the ¥ B.C. the belief is still strong that political
Jtegration eould be built only on the foundation of a
sieotg economic unity. For instance, in a farewell
aldrese (o the Economic and Social Committee of the
BEC., the retiring president of the former EE.C.
Commission very forcefully argued: "Our aim, the full
peiiticed unien of Europe has not lost any of itz topi-
culify, Omly theough political union ‘will Europe be
Hutened to amd respected throughout the worid... And
awe that the logic of developments is such that the
ecopomic union moves forward, the more this
will benehit polideal union.” (European Community).
Moreover, in the West African sub-region, linguistic
and belwviouristic differences and attachments to di-
verso Bynpenn systems have created divergent registers
of political and social thought which will take a very
long time to harmenise. For these reasons, the best that
ean Be hoped for in politics is limited co-operation in
deleuce.

Summary

Let me summarize. Considerable progress has been
made in the past few years in the attempt to remove
those physical barriers which retard the efficient utili-
zation of the physical resources of the sub-region.
Differences in economic policy have constituted the
most effective check on economic ce-operation during
the past. The framework for the resolution of these
differences has been built and it remains now for the
participants to show some gcodwill in its implementa-
tion.

We cannot leave this subject without mentioning
briefly the advantages to Ghana of her participation in
the Community. Ghana's population of about seven
million is growing rapidly, but even at the rate of 2.5
percent per anum, the population is expected to be about
12 million by 1980. Compared with this, the present po-
pulation of the sub-region is estimated at between 75-85
million. This simply means that if it is possible to con-
clude agreements with her neighbours, Ghana’s domestic
production could expand fairly rapidly as a result of
the expanded market. Even now Ghana is a relatively
industrialized country compared with other countries
of the sub-region with the exception of Nigeria and
Ivory Coast. Ghana's trade with all African countries
is still far less than 10 percent of her total foreign trade
and in most cases she buys more than she sells to other
African countries. Moreover, the recent devaluation of
the Cedi has made many Ghanaian goods far cheaper
than similar goods from elsewhere. The removal of
restrictions on trade in a system of intra-African co-
operation would give a considerable boost to the growth
of Ghana’s economy.

There are many areas too where co-operation would
be very advantageous to Ghana. Instances are the utili-
zation of the Volta power where Ghana’s consumption
is expected to be less than 20 percent in the next few
years; and the atomic reactor at Kwabenya where the
production of isotopes has had to be suspended as a
tesult of the heavy production costs involved.

The fields of co-operation are to numerous to men-
tion and the advantages are equally substantial. But a
few hurdles remain and these can be cleared with good-
will, sincerity and purpose on all sides.

GHANAIAN BUSINESS TODAY
By
P. K. K. Quaidoo

THE TASK of developing Ghana industrially and
commercially is first and foremost the responsibility of
Ghanaians. Active participation of Ghanaians in the
commerce and industry of the country is therefore a
necessity which Government must work to bring about:
Therefore in welcoming foreign investment into the
country the fiscal policy to be pursued should have two
features, namely: (i) it must enable the foreign investor
to ger worthwhile returns to his capital investment;
() it must create conditions which will enable the
citizens to take an ever increasing part in the indus-
trialisation of the country.

Under no circomstances should a foreign investor
be encouraged directly or indirectly to permanentiy oust
ihe citizen from the trade and industry of the country
or to confine him to a narrow section of it. To do so
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countries. It must be realised by all—private:
and Government officials alike—that if we are f
the unpl of being slaves in ou;
country, certain positive steps must be taken not

is in effect to sell the birthright of the citizens. No
foreigner can be a substitute for the citizen just as
no foreign assets within Ghana ferritory can be counted.
as part of the assets of Ghana.

If we look at the industry and commerce of Ghana
we find that foreigners dominate the scene. Even in
those areas which do not require big capital or spe-
cialised knowledge we find the Indians, Lebanese and
Syrians rushing at such a terrific speed that it will
not be long before these commercial bloodsuckers
establish themselves also as the industrial vampires of
the Republic of Ghana. This must be prevented at all
costs.

In the light of evidence given before the Akainyah
Commission in 1963 and Ollenu Commission in 1966
it is the height of folly for Ghana to commit her eco-
nomic future to these alien communities who are all
out to bleed her to death. One has only to look around
the Indian and Lebanese establishments in Ghana to
realise what descriminatory employment policies they
have. Even those establishments which have been here
for so many years cannot boast of Ghanaian managers,
accountants or even cashiers. “Yaro” invariably remains
the chief member of their staff. If you come across
a Ghanaian in an Indian or Lebanese establishment
bearing the title “manager”, he is only being put up
for window dressing. In fact he is only there to act
as a shock absorber against Government and Trade
Union officials. Whenever there is the need to appoint
any one to a post of responsibility another immigrant
must be brought from India or Lebanon to do this job.
Ghana becomes the dumping ground for relieving the

=S

to dislodge these people from the vantage poinis
have occupied but also to prevent them from ex
their activities. Certain things must be done. Fi
must endeavour to bridge the gap existing bely
Ghanaian businessmen on one hand and the Leb
and Indians on the other. One practical method
reserve certain commercial and industrial activiti
Ghanaians and Ghanaians only: e.g. Food Canning,
mal Husbandry, Garments Manufacture, Furniture
king, Alcohol Distillery, Plastic Injection, Timber
duction, except for foreign firms with at least
/employees and an investment of over NCI1,000,000;

Next, we must prevent the multiplication by di
of Indian and Lebanese firms. A halt must be call
further immigration of Indians and Lebanese inta G
to engage in commercial activities. Incidentally
method of multiplication by division is the method
by disease germs.

Thirdly, Government departments should co-ordins
their activities so as to avoid the situation where o
minisiry or department does one thing which is &
tradicted by another serving the same Government

And fourthly, all existing so-called technicians
Indians and Lebanese industries and companies
be strictly vetted and those who are found to bes
technicians replaced by Ghanaians.

Apart from this “disinheritance”—if I may use
term—by these aliens, there are certain features
* detrimental to the growth of Ghanaian business:
/ first of these is high faxes. Our farriff structure is
that it is cheaper to import the finished goods
/ Ghana than to import the raw material for proi
For example, in the garment manufacturing indi
we have to pay at present 50 per cent of the
of the ftextile ( and many other raw materals ¢
sewing thread) or 28Np per sq. yd. * whichever i
higher”. This means that if we import a fabric cos
20Np C.IF. we still have to pay 28Np dufy whid
nearly 150 per cent while the man who impo!
manufactured shirt will pay only 75 per cent. This#
import duty has the effect of locking up capital al &
very beginning of the productive process. And dev
/Afion has also worsened the situation. Sales tax,
duty—all help to cripple industries, for when one
adds up all these various taxes, the cost of the arti
so high that its price is discouraging. People ¥

ﬁ‘

than those which are ordered from abroad! The an
vis simple: high taxes.
e

One would have expected that after the blow im|
on manufacturers by the devaluation industrial
would be reduced; on the contrary, as far as the gar
manufacturing industry is concerned, they were I
Not very long ago we were paying 10 per cent
our raw materials. Last year from 10 per cent W
to “50 per cent or 20Np whichever is higher'
according to the current budget, instead of
20NP or 50 per cent of the value we haye 10
28NP or 50 per cent. This blow is certainly more
Ghanaian manufacturers can stand .and it W
be long before we are wiped out of the economi
of the country altogether unless something is d

excess population and solving unemployment of these

correct the situation. Another feature which, also
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1it5tes against the growth of Ghanaian business or busi-
1esses generally is the inconsistent and vacillating import
\policy of government. This is best seen by examples:

: Flige, licences are issued to manufacturers to import

a W malerials to make certain goods. At the same time
: \|‘ imporl licences are issue to traders to bring in the
y very goods being made locally with the result that
:
5

manufacturers are unable to sell their products:
Again, while we declare that we want to reduce our

1 on imports we are at the same time imposing
1 very high import duty on raw materials which tends to
.» atifle the industrial expansion which is a necessary con-
ditign for reducing our reliance on imports;

we have a Commissioner for the redeploy-
t abour and at the same time we create condi-
Mons which the laying off of labour in existing
lishments itable. For, it is easy to see that
when local industries have to shrink instead of expand
existing labour force cannot be maintained. The high
y have the same effect. It is a fact that many
Ghana are working below their full capa-
re lying idle in the factories while
women roam our streets unemployed.
if serious efforts are made to correct
in our Ghanaian economic life Gha-
businessmen will be able to play the role which
expected to play in the development of their
1ty

factaries in

city. Mac

cumstances some of us are consi-
dering writing our epitaphs. Tt will be a sad day for
Lihany when through apathy, bad planning, misguided

gharity or lack of foresight, Ghanaians are wiped out
W from th criic life of Ghana and the field left open
Y Lo those whos ms and aspirations are too well known

B o usan

GHANAIAN BUSINESS TODAY
it By

Kportufe Agamsa
I PROPOSE o make a few observations on the ect
of Ghanaian business today, albeit a lay-
pun's as far as business is concerned. We may view

business from four different aspects: first,

) business chiefly engaged in, namely, mar-

’\’“‘ keting of imported goods: secondly, lack of specialisation

#& f Activities especially trading activities; thirdly, single-

B wnership form of business organisation, that is, the one-

e Jan business: aud fourthly, the high degree of depen-

¥ gonce on government for survival, continuity, and

BE epani

| " SetiE

it s net my intention to describe these characteristics

it Bt 1 think it will be worthwhile to examine

W e of thelr loaplications for the state of the cconomy,
s wd for government policy.

= Ihe dominunt feature of the concentration of Ghanaian

marketing of imported goods is that
P Ghandians tun into suff competition with foreign busi-
There are two factors which strengthen this

1 huginess in

@ pewsmen

i competition. The first is the monopoly set-up of the
§ fovoign enterprises which is based on first-hand con-
B8 jucrs abroad, greater capital, better technique and more
#®  afficient management; and the second is the operation
#*  of wupact centrols since the second world war, inter-

upted Galy for some six years from 1954 (o 1961
‘i' instead. of baing deliberately used to divert as much

trade as possible into Ghanaian hands, import controls
had the effect, intended or unintended, of increasing the
domination of foreign businesses in the import trade.
This has been so because allocations of licences tended
to be based on past performance, a criterion which put
Ghanaian business at a great disadvantage. If there is any

=

hands, it is import licensing. With this instrument it
should be possible to promote Ghanaian business

especially in specified commodities by simply alloca-
ting annually an increasing proportion of the value of
imports to Ghanaians, so that after a certain date a
desirable share of trade in imported goods shall pass
into Ghanaian hands. This process must be supported
wholeheartedly by the provision of trade credit by the
commercial banks.

It is uneconomical to allow foreigners to dominate
trade in imported finished goods especially in an eco-
nomy operating under tight foreign exchange conditions.
For profits from trade in an under-developed economy
constitutes an source of indus-
trial develop: t. To allow this profit to be accumu-
lated by foreigners, and to be subsequently repatriated |
not only deprives the economy of this essential source
of finance but also imposes an additional burden on the
export sector to generate the foreign cxchange required
Lo facilitate the transfer.

important finance for

Lack of Specialization

The characteristic of unspecialised business activity
may be the result of a limitation of the market for a
single commodity and, quite imporiantly, the desire to
overcome the risk of loss through uncertain markets
attendant on trading in a simple commodity or produ-
cing a single commodity. There is a danger, howeve
that this risk insurance through multiplicity of business
activities may lead to over-extension of entrepreneurial
resources and, thereby, lead to the operation of busi-

nesses beyond the scale of maximum returns. the

effective instrument of diverting business into Ghanaian '
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size of markets increases for different commodities, there
i will be a need for specialisation and the persistence
i of unspecialised cffort will result in inefficiency and
inability to expand profitably. There are indications
that some Ghanaian enterprises are faced with: this
problem of over-extension.

To solve this problem calls for a guideline from the
{ government to promote specialisation nccessary for
profitable expansion. Essentially the government can
& play the role of reducing risks associated with the pro-
“*cess of specialisation. It can do this by increasing the
3 “»* size of the market for specific commodities by means of
\\3\ (raising its own demand for such commodities, espe-
.‘\X'\ /) cially manufactures of Ghanaian businesses; by giving
! subsidies to consumers or producers of specific commo-
~dities; granting tax rebates on increased Ghanaian pro-
duction and sales; and by encouraging the formation of
organisational structures which reduce risk and pro-
mote efficient running of business.

Type of Organisation

This leads us to our third economic aspect of
Ghanaian business—the one-man enterprise. It is not
correct to say that the one-man enterprise persists in
Ghana because Ghanajans distrust each other. This is a
facile explanation of the state of business organisation
in this country. It has been said that the American
Constitution is based on profound distrust among the
founders of that constitution; and it is becoming
increasingly clear that our impending constitution is
going to be similarly based. The one-man business is the
archetypal form of business organisation which survives
in static societies where a large degree of uncertainty
prevails. It fuses ownership with management. However,
these two elements of the relationship between man and
his property tend to have divergent purposes.

Ownership may not necessarily entail desire for
profitability, but the purpose of business manage-
ment is to achieve a specific goal which we economists
rightly or wrongly express in terms of profitability.
The existence of this potential conflict between the
possible goals of ownership and those of management
is seen clearly in the problem of securing the survival
of one-man business on the retirement of the owner.
Although, at low levels of development, this type of
organisation may generate satisfactory returns, these
returns, even if faithfully accumulated, are unlikely
to be sufficient to meet the capital requirements of an
expanding economy. One-man business faces greater
risks than an incorporated one for it has to meet these
risks with its own resources alone. For these reasons
there arises the need for a new organisational structure
to ensure the survival and continuity of enterprises to
spread risk and hence reduce expenditure on such risk,
and to improve the potential for capital accumulation
from sustained profits.

The role of government here is to provide tax le-
gislation geared in favour of incorporated enterprises
in specific fields of business where incorporation will
clearly increase production and profitability. This can
be done by progressive reduction in corporate tax in
specific areas of activity in relation to the value in-
\vested. In addition, the government can guarantee a
market for the products of specific business organisa-
tions, especially the co-operatives.

Capital and/or Value of ouftput
Besides, the National Investment Bank should
and begin to execufe its self-imposed function:

moment. Indeed in its lending operations the
appears to be behaving more like a commercial
thap an investment bank.

D a

All these brings us to: the fourth aspect of G
business, namely, its dependence on the gow
It is normal for businessmen to require the gow
to provide the climate for the pursuit of private
prise, especially in the areas of tax legislation, comn
cial policy and the provision of social overhead @
—water, electricity, transportation, industrial sites :
telephones. These services reduce risks considerably &
thereby increase external ecconomies which lea
reduction in overhead costs of businesses: These
legitimate requests which, indeed, properly bela
the realm of government enterprises. But there
to be a tendency among Ghanaian businesses to
government to adopt policies which will enable
to appropriate incomes without much effort on
part. Serious businessmen operate on the basis of 8
pected earnings by making calculations about th
ference between expected costs and expected yi
Our Ghanaian businesses have yet to perform i
exercise and make it a matter of habit or routine.

Nevertheless, it is also true to say that there it
tendency for the government to hold the view
private enterprise is truly private in the sense
it is free to operate in a vaccum, that is, in the ab
of an adequate governmental framework. I think®
time has come for our public officials to disabuse’
minds of this mi ion. For, the p
this view, and other such erroncous views, is t
suspect, one of the major elements in the widesp
discontent and crisis of confidence which charac
the relations between Ghanaian businessman and
economic managers of the government

One major line of approach the government can:
sue to remove this misconception is to revie
Capital Investment Act and to incorporate provi
which specifically encourage Ghanaian business

I would suggest that the section of this Act o1 ¥
rebates for expenditure on scientific development!
replaced by one granting rebates in respect of expe
ture on the development of exports, on actual &

and on annual increases in exports.

The Civil Service and Economic Managemeat
Ultimately, however, the specific policies S
above can be implemented successfully only wil
clearly defined structure of the Civil Service: o
Civil Service stands out for mention in public ¢
sion, it is because, in our present circumstANces
happens to be the main instrument of social and
nomic reform, and it is therefore necessary [0
examine periodically its mode of operation in
to our social and economic objectives. The Givil
today is over-extended in its structure and, con!
ly, feeble in its impact; its operation has rea
point of diminishing returns. If, as often

on G
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cannot co-ordinate the execution of government policy,
it becomes all the more incapable of promoting and
salisiying the requirements of legitimate Ghanaian bu-

Ihere 15 an urgent need for a radical overhaul of this
machinery of government. And, I dare say, that it is
i this area, perhaps, that will lie the greatest test of
the specess of the N.L.C. administration. The re-organi-
sation of the Civil Service is, to me, the Council's
greatost business today. For, this will constitute a major
aspest of the revolution in which we, as private busi-
neasmen, shall eome to conceive our business as business.
Th of us who have the responsibility for bringing
this about must do so without fear or favour, for only
il we truly become in the democratic words of
st economist of the twentieth century the
not of the future, but of the possibilities
of the future”

sawz will write more about the operation and
4 of ihe National Inyestment Bank —Ed.

24 x Training Courses—523?
¢ 11 % Supervisory Training Courses—240
3 x Middie Management Courses— 47
2 % Produetivity Technician

Courses = 40
2 x Top Management Seminars =100

I x General Management

Course — 14§

2 x Accountancy Courses = 37/ i

| 3 % Management Accounting «}
it} Courses =45 i

#ll hen 523 men and women throughout Ghana ‘
are promoting the productivity progra-
%F: mmes and effective management tech- (i

nigues which they learned at the (|
Mational Productivity Centre; 523 men
women are aiding their organisa- ||
| tiois Lo raise productivity, lower cost,
inerease profits and run more efficiently.

l

i

1

i

| For fusther particulars write to: il
THE NATIONAL PRODUCTIVITY CENTRE !:

P. 0. BOX M76 I
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Ohserver Notebook

Justice Delayed is Justice Denied

‘WE publish in this issue Kontopiaat’s reply to the
Judicial Secretary about the heavy back-log of
cases in the Accra New Town Court, and we
would like to say that our investigations have
revealed that Kontopiaat’s criticisms are true not
only of the Accra New Town Courts but indeed
of most of the Courts in Accra. We have disco-
vered with alarm and misgiving the number of
people who are on remand and have been lan-
guishing in the prisons in this country. One Pri-
son in Accra is solely devoted to these people.
and it was with great shock that we learnt that
some of these people have been kept in prison
on remand for as long as two years! We would
therefore like to urge the Judicial Secretary to
see that the wheels of justice in this country are
made to move much faster than at present, and
that all citizens on remand who have been in our
prisons for more than six months are granted
bail forthwith.

It is unjust and inhuman that people should be
made to languish in prison for a year or more
before they are tried. Justice delayed is justice
denied.

The Future of the Independence of the Press

ON THE I15th of last month, Mr. Oppong-
Agyare, editor of the Pioneer, was dismissed
from his post. In a press statement the next
day, Mr. Oppong-Agyare said he found “the chain
of events leading to the dramatic climax...
baffling.” Said he: “I am a victim of circums-
tances beyond my immediate understanding”.
But Mr. S. W. Yaidoo, managing director of the
Abura Printing Press, which publishes the Pioneer,
is reported to have said that this disciplinary
action was a purely internal administrative matter.
And there, it would seem, the matter must rest

The original announcement, however, quite
naturally surprised everybody and even shocked
some of us. It generated considerable rumours and
speculation as to the real cause of the editor’s
dismissal. The rumour, in fact. hasn’t completely
died down that the government had a hand in it;
and it is with some sense of relief that we state
our belief, based on our own investigation, that
this is not so. But it is here that we would wish
to sound an alert. a warning if you wish. to all
those who would like (o see democracy and truth
and the freedom and independence of the press
thrive in Ghana.
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There is a firm belief in politically conscious
circles in Kumasi that Mr. Oppong-Agyare’s dis-
missal was due, not so much to administrative
processes at the Abura Printing Press, as to ex-
ternal pressures from commercial sources. And
although Mr. Yaidoo’s explanation and position
on the issue is quite admissible, it would be naive,
even dangerous, to dismiss this belief altogether.
For we ourselves have found that, behind it all,
Mr. Oppong-Agyare’s immediate troubles can be
traced to subtle pressures from a certain big cor-
poration. [Name omitted]

Readers of the Pionmeer will no doubt recall
that the Pioneer carried editorials, articles and let-
ters for some time which were highly critical of
the policies and actions of a certain corporation.
Indeed, the Legon Observer, among others, also
published similar entries. It is known that the
company in question threatened to withdraw its
advertisements in the columns of the Pioneer (and
indeed of the Observer as well: readers may recall
a hint about this in our Anniversary issue). This
threat was partially carried out: the advertisement
of the company in question was reduced; and no
doubt the Pioneer’s business suffered for it. It is
also known that as a result of these critical arti-
cles a legal suit (not in the name of the corpora-
tion) is threatened against the Piomeer (a fact
which does not seem particularly to be worrying
the publishers).

Thus, it would be difficult altogether to deny
that the editor’s dismissal was not caused by
forces behind the scenes, forces which might even
be described as sinister. For, what are the pros-
pects for the freedom and independence of the
press, especially the private press, if editors are
in constant danger of losing their jobs for expres-
sing their candid views on national issues as
objectively as they see things? What prospects are
there for democracy if our freedom of expression
and our duty of public education are to be com-
promised by commercial expedience? Are we
to deny the truth to our people?

The point is that the threat to the independence
and freedom of the press need not, as in the
immediate past, come from the government or
political parties. Business magnates, especially
the monopolistic empires, if allowed, will control
and crush this freedom. (And heaven knows that
there are roguish or, if you prefer, clever, busi-
nessmen who, in an atmosphere of a muzzled
press, will manipulate politicians and public
servants, to the detriment of everybody). Those
who are genuinely concerned about our newly-
won freedom will do well to ponder this.

is
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Wake up, Ministry of Agriculture

SIR— A fortnight ago 8 old Senior Technical Officers
of the Ministry of Agriculture attended an interview
with the view to some of them being selected to do a
| year's diploma course in Agricullural Extension Edu-
l ealion in Reading University. Two of them are 59
years uld each, and the youngest among them is 52 years
old I came by their ages in the Senior Staff list of
| 1951-52

One is Alled with anger to the point of explosion
i the face of such things. Is it bribery, nepotism or
Llass interest which makes it possible for this to happen?
| The officer responsible should bury his head like an
osirich in sand out of shame. Is he not aware that
By the time these old men complete their course they
have to go on compulsory retirement as they will have
renched the age of 60?

A 1ot of pasty things have been happening in the
Ministoy of Agriculture. The personnel branch of the

| Migisicy is notorious for delaying everything which
means any good to people except themselves. Is the
[ Branch not responsible for the affair of these old men?

Then (h is the Economics and Statisties Division
of the Minisiry where a junior officer is employed on
lganfrael sud rups promotion! There are a host of
gifle who are on salary scales they do not deserve.
(flings are worse in the Cocoa Division. There are a
- umber of pensioneers on contract who do nothing
But sleep and eall it a day after a few hours. Some
fen in this Division are as much as 60 years old.
The Miuisiry of Agriculture needs cleaning up. The
Chinissioner and the Principal Secretary are the best
wen i do it They must start right now.

Avern C.0.
Magee and address supplied—Ed.

My dudiciul Secrelary, Action not Threats Please

R During the last five weeks, I have been away on a
B fnding— yes, factfinding—tour of some parts of
& eouniry. It was not until my return to Accra last
funday that my attention was drawn to the fulminating
stier from cettain Powers breathing brimstone and fire
lSpaindt me. Since yon were kind enough to publish
thiel letter unedited, and since any reader could study
(#3ny comments ynd the Judicial Secretary's letter and
|pdraswe bis own conclusions about which of us the ‘ample
i powers of the court should be invoked against, my
initind reactiom was to ignore that letter. However, it
hay been pointed out to me that, considering the tone
@of the letter and s excellence from the point of view
of both aceuracy and good taste’ (Mr. Aidoo’s words),

jany silence on my part could be misinterpreted. May
1. therofare, humbly ask you to grant me a little space.

Pigst of all, why should Mr. Aidoo refer to me as

*a certain Kontepiaat'? Kontopiaat does exist all right,

and this reply should dispel any doubls about that.

.Sﬁmndly. ¥ addressed that letter to my good friend
ﬂw, Jlartley, and 1 don’t sce why somebody else should
’mw wnd fret about it Of course anybody is welcome

|

to cull a sermon from anything I write—and Mr.
Aidoo’s letter (see especially paragraph 3) surely reads
more like a sermon, with its judicious blend of exhorta-
tions, pleas and threats, than a dispatch. But, then,
the sermon should be addressed to the appropriate
audience, preferably the television audience, and not
me.

And now to the sermon itself. In the first place, T
do not know the specific Magistrate Mr. Aidoo was
referring to in his letter. In fact the word Magistrate
let alone ‘the Magistrate’, never appeared anywhere in
that section of my letter which annoyed this great man
so much. If T had had any Magistrate in mind, I
would have said so. ‘The Magistrate’ he refers to is
clearly a lurid figment of his own fertile imagination.
‘What I wrote in that section about the Court in question
is in fact based on a prolonged period of personal
observation of the operation of that Court, extending
well over three years. You see, I developed a great
interest in that Court right from the time that I managed
to acquire a car. Any remarks about the Court could
not and were not meant to be about any particular or
single Magistrate, past, present or future.

Secondly, Mr. Aidoo says that the allegations in my
article about that Court are not true. Rather strangely,
but significantly enough, he does not refute these alle-
gations systematically. Sweeping statements like ‘none
of the things said in that issue is true’ and “the
allegations made in your Journal were quite unfounded’,
simply wont do, even if they come from a Judicial Secre-
tary. Now, is Mr. Aidoo maintaining that over the last
three years or so, most people accused of everspeeding
were not ‘almost invariably’ said to have been doing 40
m.p.h.?; that the fine was not more or less NC2.00 for
every mile in excess?; that most accused drivess are not
expected to report every fortnight in that Court?; or that
no drivers have been making mandatory fortnightly ap-
pearances in that Court for a year, or even longer? Inci-
dentally a colleague of mine here who had the misfortune
of running his own car into a stationary truck in No-
vember 1966 has been reporting there regularly ever
since. Another friend appeared four times and then gave
up, and we understand that there is a benchwarrant
after him now!

I think Mr. Aidoo would do far better to invoke his
ample powers to check on and correct some of the
infuriating practices mentioned here, deal in particular
with the heavy back-log of traffic offences and do some-
thing about that infuriating fortnightly ordeal, than
using the instmiment of threat which may not cut ice
with some of us. And please stop paying lip-service to
principles you don’t yourseif practise because obviously
your inspection of the records must have been really
casual and your discussions with the lawyers very
perfunctory.

By the way, Henry Cecil has said even worse things
about English Courts,” Magistrates, Judges and even
Chiel Justices and no threats have been brandished his
way yet. But then England is a country where true
freedom of the Press exists and where people even in
high places have some sense of humour. Or probably
Mr. Aidoo may even not have heard of Henry Cecil
let alone read him!

Kontopiaat.
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Working Hours

SIR—I read with interest Mr. Victor Kwami's article
at page 20 of your popular journal, the Legon Observer
of 18 August, 1967, on the need for a change in the
present working hours.

I am strongly of the same opinion with him and may
I humbly appeal to the authorities concerned to consi-
der the advice and initiate action.

As an alternative to Mr. Kwami’s suggestion which
I strongly support, I also suggest the following working
hours:

(a) Mondays-Fridays 7.30 a.m.—2.00 p.m. (i.e. One
Session daily).
Saturdays—No work.
Or
(b) Mondays-Fridays 8.00 a.m—12.00 noon.
2.00 p.m.—4.00 p.m.

Saturdays 8.00 2.m.—10.00 a.m.
Regional Office, P. A. Fosu Amankwa
P.0. Box 104,

Sunyani, Brong Ahafo.

Ghana and the Nigerian Crisis

SIR—I wish to express support for Mr. T. B. Mensah
writing under the above caption in Vol. II, No. 16
of the Legon Observer. I am particularly grateful for
his outright condemnation of the atrocities and the
bloody massacre of innocent people in Nigeria.

The solution to the Nigerian crisis depends largely
on a revised political system rather than on force of
arms. What Biafrans really want is to stay on their own
and they can hardly be crushed or made to dwell in
peace with their neighbours through coercion. Force
can only worsen Nigeria’ tragedy.

The situation in Nigeria is not thoroughly understood
by leaders in most parts of the world; and this has
brought about the supply of arms to one of the rival
factions and the outright condemnation of the other
as a seccessionist.

Nigeria’s future unity depends upon the acceptance
of certain basic facts, i.e. that the country is multi-
national; that none of the three large nations will
accept a political system in which one of them dominates
the others; and that the minorities want adequate gua-
rantees about their rights.

All want well with Nigeria under General Johnson
Aguiyi-Ironsi. He was the only leader whom the elected
Representatives in Parliament had chosen to man Nige-
ria’s ship of state.

When the late Joe Akahan and his ‘clique’ got rid
of General Aguiyi-Ironsi and Lt. Col. Fajuyi, the next
officer senmior in rank, like Commodore (now Real
Admiral) Wey of the Navy or Brigadier Babafemi Ogun-
dipe (now High Commissioner in London), should have
taken over so that peace and tranquility might continue
to reign in Nigeria. But Lt. Col. Gowon jumping over
the heads of his seniors and without mandate assumed
the office of the Supreme Commander of the Nigerian
Armed Forces and promoted himself to Major-General.

What General Gowon needs to do if he loves his
country is to accept mediation from interested African
states so as to end the deadlock. He should realise that
his Government no longer reflects the wishes and the

aspirations of all sections of the Nigerian cormunity.

from the Federation was inevitable on May 0
after the massacre of over 250,000 Easterners
north, it was high time the Easterners kept to
selves.

The Republic of Biafra which has been on
fensive is still appealing to public opinion &
world for intervention and the ultimate recognif
her sovereignty.

Takoradi Kenneih

SIR—Your letter of 18 August on the situation in N
ria needs a rejoinder for more than one reason:
because the Legon Observer is an intelligent
sensitive to reactions to its comments; secondly,
of your cc are not altogether true; thirdly &
Toot causes of the present conflict have been and ¢ |
are being ignored because many do not understand
peculiarities of Nigerian politics; and fourthly, the ]
clusion that the O.A.U. can settle the crisis is Wi
because the O.A.U. can only obtain a temporan &
tion.

It is not true that General Gowon has been resp
to reconciliation efforts like a stern father. The
not support this remark. The best hope for Nigeiss
avert bloodshed was the National Reconciliation (5]
mittee which the East ridiculed and treated willi g%
tempt. h

The obvious and remote causes of the present i}
have to be carefully analysed by whoever wanis {688
suggestions. You cannot just admit the Ibo !
of Hausa-Fulani domination now and forget thal
the January 1966 coup, the Ibos had exclusive
Churches and Societies in the North to which o
tribe was admitted. These institutions existed il 8
North for many years and if the Ibos had tried {08
events of today might have been different if nota¥

That is not all. If it is true that there is now
Fulani domination as was the case before Januan}
coup and the Ibos who led the coup then had g
desire not to substitute Ibo domination for H8
Fulani domination, what efforts were made (0
this before the Ironsi regime was toppled? The
hour for the Ibos was during Ironsi's regime but:
blundered as they are still doing. The 1bos
Yorubas parted ways since 1945 because of the g
tendencies of the Tbo. It is only political eirclimss
that have pulled them together occassionally-.‘.l‘
1953 at the time of the Self-Government molioh
again in 1964/65 when there was a split in the
the Yorubas. The Ibos have always liked to b°
the honey flows and that is the truth. It i§ only
that they have miscalculated.

It must be appreciated that in spite of our W&
as tribes in Nigeria the desire of the majority
have a united country. The basis for this is the cre®
of more states and General Gowon has takenl the
and imaginative step in creating 12 states.

As for Chief Awolowo's stand, I am of
that when you examine the situation ca
gotiated settlement will not be a lasting solutif
wants another war in a few months after 188
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Rastilities cease? The Ibos will not accept a negotiated
Seftlement cxcept on their terms. And which ethnic
gioup in Nigeria today, apart from the Ibos themselves,
will accept the Republic of Biafra?

“.U. is an organisation which is rightly the
Hope of the continent, but at the moment and in the
presenl circumstances it cannot mediate. Have we for-
gotien the rebufl the East gave the countries, especially
Ghwis, which put in so much effort before war broke
nut? Are these not the same countries who will speak
on the O.ATL platform? Besides, is O.AU. an organi-
dation for inter-state disputes or one that concerns itself
with the domestic problems of member-states?

want Nigeria intact and the fact is that there
at unites Nigerians than divides them. If the
fbos are aliowed to have their way there will be no peace
in. Africa. Other ethnic groups will like to follow suit.
E. A. Fagbemi

s more

Huomasi

THE ECONOMY

(Continued from Page 10).

vernmen! Expenditure and Falling Export Earnings

The pressures on the balance of payments which, as
1 have d, had already developed round about the
195960 period also stemmed partly from an excess
tic demand caused by the increasing govern-
ment expenditure. The increasing expenditure was made
latgely dependent om expectations regarding the pro-
from the couniry’s main export commodity, cocoa;
but thess

af dome

3

speciations were not realised because cocoa
market showed a persistent tenden-
an average of £352 per ton in 1958,
prices fell to £141 per ton in 1965. It was not
uniil 1966 thal prices recovered to the figure of £220
lon that we see today. Although the level of cocoa
duction wid rising as a result of past investment
in the industry, from 300,000 tons in 1959 to about
70000 1ons in 19 the fall in prices meant that we

wld sol gel increased foreign exchange returns from
ased volume of exports

Why the Debts are a Problem

Ihe basic understanding behind these foreign loans
would help in our economic development

nt they

and inereass our national income, and hence our ability
s repuy. Other things being equal, this should be so.
Why it then, that nowadays they have to be des-

oribed as a problem?

iete are several réasons why the repayment or the
seeviciog of these foreign debts has become a problem
for the country, The desire to implement projects at all
¢ led 1o the undertaking of projects that
wen | fable cconomically. Inadequate feasibility
siudios characterized many of these public enterprises
financed with foreign credits. In some cases, the econo-
e of spermlions was far more than could be
jusiiled by the size of the Ghana market. Other pro-
jeets needed extra imports and managerial and technical
aliills which were not available locally and could not be
imiporied owing to the scarcity of foreign exchange.
‘The tesult was that some of the enterprises could not

onts st

fully exploit their production capacitics. Other large
scale projects were commissioned in the agricultural
and manufacturing sectors without any proper regard
for the length of time during which the project could
begin to yield returns to help in repaying its costs.
Insufficient priority was given to projects which could
yield returns carlier, or rely on local raw materials;
and so on. To make rmatters worse, no attempt was
made o relate the process of incurring the debts with
Ghana’s ability to repay them.

In all this, we should, of course, make certain notable
cxceptions: for example, the two industrial projects to
which a great deal of thought and study was devoted
before their implementation—the Volta River Hydro-
electric Project and the Aluminium processing plant
constructed by Valco. The Volta Hydro-electric scheme
will make a substantial net contribution to Ghana's
foreign exchange position through the 30-year contract
signed with Valeco to purchase cheap clectrical power
for its plant. This type of integrated project imposes
little or no strain at all on the country’s external re-
sources because they generate enough income to repay
the funds borrowed for their implementation. Here we
have a shining example of how ocur debts could have
been better incurred.

Suppliers’ Credits

About 70-75 per cent of the projects undertaken in
the country were financed with foreign credits from
suppliers, and it is the servicing of this type of debt
which, as I have already indicated, constitutes a big
problem for the country. Now we look a little more
closely at the item of suppliers’ credits.

This item, before the renegotiations for stretching out
the repayment periods, was composed of credits with
repayment dates falling between one and twelve years.
Two years ago, the full extent of our indebtedness under
this item was unknown. A lot of intensive research
since then has revealed that the government had con-
tracted credits with business concerns from twenty-two
countries, stretching from the Soivet Union to Austrajia
and from the United States to Rumania and Mainland
China. Our principal creditor countries, however, were
the UK., West Germany. Hclland, France, Italy and
Japan in the West. and USSR, Czechoslovakia, Poland,
and China in the East. The number of separate commit-
ments on contract with these different countries were
estimated at fwo hundred and twenty-two, valued at a
total of NC615 million. The Government had made
down-payments amounting to about NC140 million on
these contracts by the end of 1965. The bulk of the
credits given mature from about five to eight years.
However, the periods for repayments were normally
too short for most of the projects to have yielded
adequate returns for the repayment of the loans. There
were others, particularly from the Eastern European
countries, which nevertheless provided credit repay-
ments of over twelve years.

Most of these shi gnd medium term Joans were
guaranteed by the Governments of the industrial coun-
tries as part of their export drive for machinery:
there are many machinery salesmen preps
plant and equipment for which there is no clear
mic justification; they can’t lose if their money is gua-
ranteed by their home government.

and
i

i
f
i
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Ghana’s Capacity to Repay Debts

Here we have to examine the sources from which
we were expected to refund the guaranteed money
within five to twelve years for the suppliers’ credits
whose magnitude had overshadowed all the other com-
ponents of our foreign debts. The appropriate question
to ask in this respect is: what was the extent of Ghana’s
capacity to pay her foreign debts?

If we had not succeeded in re-scheduling our debts,
we would have had to find NC54 million in 1966 alone
to repay debts on the suppliers’ credits which fell due
for settlement. And in 1967, the sum of NC71 million
in foreign currency would have been required. The
amount due for suppliers’ credit repayment in 1966
was estimated to about 24 per cent of our export receipts
for that year. If we take into account the debt service
payment on the other items of our foreign debt, then
about 27 per cent of our exports receipts would have
been used to repay the part of our debts that fell due
in 1966. This was well beyond our capacity, bearing in
mind that export receipts have also to be used to pay
for all our other requirements of imports and services.
Our capacity to service our debts was also limited by
the fact that a large proportion of the commitments
on suppliers’ credits, about 55 per cent, were for pro-
jects which do not produce any service or commodity
that can be sold to the public, though they may help
economic development in an indirect way. Industry and
agriculture accounted for about 25 and 15 per cent
respectively of the total debt liability on the contracts.
This means that only 40 percent of our debt commit-
ments was spent directly on projects which could be
regarded as having the potential of making a net con-
tribution to our foreign exchange earnings either directly
or through the production of import substitutes.

At the time of the Revolufion the country’s financial
position had almost reached a point of no return. To
save the economy again the new government had to
take immediate measures.

Immediate Measures

Amongst the main tasks and policies outlined by the
new government was the renegotiation of Ghana’s
medium term foreign debts and the arrangement for the
settlement alleviating their burden on the balance of
payments. Moreover, to help restore some balance of
government expenditure, work on several projects was
halted to await a review of their economic feasibility
and priority. The rate of constructional activity on se-
veral other projects was also slowed down. There were
certain other foreign commitments and projects of
which work had not yet started; these included contracts
for the construction of plywood and timber processing
facilities, six urban storage food centres, and schemes
for diamond dredging and stone quarrying. The go-
vernment cancelled the contracts for these projects to
allow time for a proper evaluation of their feasibility.
Finally, the government decided that for the time being
it would not undertake any new suppliers’ credits with
maturities of less than 12 yeaTs.

Rescheduling our Debts

Pending the debt renegotiations, payments of all me-
dium term foreign debts were temporarily suspended
from June 1, 1966 as an emergency measure. The Go-

offices of the IMF and the World Bank, with (he
western creditor countries including the United

Agreement was reached in London in Decembgy I
on the principles for re-arrangement and' stretch-g
the debt repayment. The agreement provides that |
the two and a half years ending 31 December {8
governments of the creditor countries will assist
to meet debts maturity for payment. The assi
will take the following form: when a debt is due |
payment Ghana will be required to pay down
20 percent of the amount due. The government of 1

4 | E 5 o2
creditor country will contribute the remaining 80 5

there is no default by Ghana. However, we would ‘1
owe the 80 per cent portion as a debt to the gove;

of the creditor country, and we are given a total pe
of 13 years to pay. This has the effect of lengthen
the repayment period of the original credit from i |
years to 13 years; and this is what we mean when
talk of re-scheduling or stretching out debts.

We have already resumed payments and it is estimus™
that we shall need an amount of NC33 million in forsig
exchange to meet our new obligations under the 2
per cent payments including interest during the 24 m
ending 31 December 1968. If my arithmetic is com
the portion of 80 per cent to be provided by crediie
governments will amount approximately NC132 milliss
So now you can see the measure of relief gained i
successfully rescheduling our debts: instead of havinglh |
find about NCI165 million from our export procsst
during the next 2} years to pay our debts, we n
have to find only NC33 million.

We foresee that the next 24-year period staril:
from 1st June 1969 and ending 30 June 1971 wilt
also be a problem period of heavy debt paymeil
Therefore although there was no firm commitmés
on the part of the creditor countries, an und:mumﬁ!‘
was reached during our last negotiations that the presed
arrangement constituted only the first phase of negollé s
tions in two rounds. The government of Ghana e
fore indicated its wish to meet again towards the &4
of 1968 to consider further relief, and this was e
nised and noted by the creditor countries.

The measures that have been taken so far in the ff ]
of balance of payments support, i.e., debt reschedulif
IMF drawings, and long term commodity assisis
loans have undoubtedly relieved to some emmﬂl‘
pressure on the balance of payments; but the imbalif
in our foreign payments position still remains
size of our foreign debts continues to be relatively largts
and' their repayment is likely 1o constitute a probl
for our balance of payments and the general stabilil
of the economy for some time to come. Nevertheles |
I am confident that with a better and more efficient #5
of our resources, we shall be able to generale eid
income in the years that lie ahead to repay oul
in an orderly manner and still leave room for a g
improvement in our standard of living.

Further Borrowing necessary for Reconstruetion
This briefly, is the state of Ghana’s forelgn
today. It may be a depressing situation, but I
would be quite wrong to conclude that because o
we should never borrow again. Of course, we must
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s willl Few countries today can make progress of any
size without foreign borrowing of one kind or another.
All who have built a new country, even the developed
indusirial countries, have had to borrow investment
capial on a large scale. The United States had to
borrow on a large scale to develop before she could
be in her present powerful and most enviable position.
Mot 5o long ago, after the last world war, most Euro-
countries were borrowing on a massive scale to

vc the reconstruction and development of their
conomies. Today the majority of them are prosperons
leaders: but even so, some of them still have to borrow.
Whzt has gone wrong in Ghana is simply that we
lave not used our borrowing opportunities wisely. There
has been o misuse, maybe a lack of proper appreciation
loan facilities that our many friends
» for us in the early years of our nation-
we have seen, we have chalked up a
ich will take something like a igeneration
rnationally accepted sense of the word,
acily Lo borrow further is very limited. Yet the
part af the burden of national development
head of us.

ue;

s of this are clear: that we cannot
as freely as before, and that therefore
ter part of the resources which we reguire for
clarated progress must
. and it can only come out of

hope W borrc

d more ac

sacrifices, out of more careful stock taking and plan-
ning in future, out of a more shrewd disbursement of
our limited resources, and above all, out of a new re-
solve to work harder than before. The moral for the
future is that there is a need to re-lay the foundations
of progress in this country and to ensure that by the
time we are done, the state of Ghana’s economy will
have been improved, at least a little, for a bequest to
our children and fo succeeding generations.
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GHANAKOTE

$UPrGuass ramet PAINT

GHANAKOTE:

the supergloss enamel paint
that's ensy to keep clean
and pratects woodwork

Available in a range of

ling cologrs. qualities

7.50 per gallon.

protects your home in all
weathers, Speciaily made to
give added strength and is
known for its durability

NC10.00 per 56 Ib. Drum

@ STATE PAINT CORPORATION, P.0O. BOX 144, TEMA.

TEMATEX
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TEMATEX:

the emulsion paint that makes
your home come alive. Made
to last in hot climates and
available in a range of

ing colours.

NCT6.25 per gallon
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Miscellaneous

DEVALUATION GIVES ME A BLOW
By
Kontopiaal

T WAS just leaving Accra on my tour of some parts
of the country when the storm broke over what was
then termed the adjustment in the exchange rate of the
cedi, but which turned out to be an Omabosic—or was
it Afrifaic?—way of describing the well-known but
highly suspect and, in some circles, completely outmoded
gimmic of devaluation. Since my return, a deputation
of citizens have come for my views on devaluation
after having furnished me with information about the
official arguments in defence of the measure. I feel
compelled, therefore, to express them, however belated-
ly.
The first question I want to ask Brig. Afrifa is this:
why did he not use the term devaluation in his origi-
nal announcement? Was it because he was himself
uneasy about the associations and connotations of that
term? Or was it because he was afraid that it would
remind people of the post seccond world war famous
hit ‘Devaluation gives me a blow’ since as the words
of that song frankly shows, it brought about such an
increase in the cost of living that the singer could not
buy the goat (or was it the coat)—I could never make
that word out) he wanted to buy? Or was it simply
because he and lieutenant Omaboe merely attempted
to pull a fast one on us?

However, it is not the failure to use the term
devaluation originally that really bothers me. but rather
some of the questions and doubts raised by that exer-
cise. In the first place, as some of you may have ga-
thered from my First Anniversary Resolution 5, I
was aspiring to join the then obviously opulent and
happy band of businessmen in this country. Now with
the cost of virtually all imported articles gone up by
about 40 per cent, which naturally and automatically
affects that of tractors, caterpillars, and mining ma-
chinery for my plantations and bauxite mining industry,
the implementation of my scheme is completely out of
the question. You see, I had only drawn up a shoe-
string budget for my projects and this string could not
stand the strain of the devaluating voices. I wonder
whether the authorities did reckon with the number of
plans such as mine that would be nibbed in the bud and
the number of small Ghanaian businessmen who would
be thrown out of business to the advantage of expa-
triate ones.

Secondly, my scouts have informed me that one of
the strongest arguments advanced so far in favour of
devaluation is that it will boost up old exports and
encourage Ghanaian exporters to explore new avenues.
This argument is valid to some extent. Indeed, since
devaluation, the cocoa trees in my cocoa farm have
stepped up their yield! Moreover, I have been seriously
thinking of exporting mosquitoes to South Africa,
snakes (poisonous ones only) and scorpions to Southern
Rhodesia (all to the white areas only, of course), fufu
and kontomire, which after all are two of our major
products, to Britain and Italy, Kente and mpintin
drums and bamboo flutes to the United States; snails
and frogs to France etc; etc. But the snag here is that,
rather like the price of cocoa and the minerals which

by me but rather by international bodics o
I have little control. T cannot therefore even ca
world markets for these commodities by offeri
prices for my exports. By which I mean to say, Pi
in a country whose exporls consist mainly not of m
factured goods but rather of primary products i
prices outside are fixed by international agreeme |
it does not make much sense to me to talk of M
exports by devaluation

The other strong argument in favour of dmlg.h
T understand, is that it will discourage imparts w
therefore stimulate manufactures at home. Thew o
absolutely no doubt that imports will be discolm
since in fact besides the fantastic increase in cosl,
will not be cnough foreign exchange to bring il
quate quantities. But does the second part
follow? Assuming (and this is an exceedingly |
assumption) that there are enough machines
operating in this country to produce all th
chemicals, cars, television sets and radios,
appliances, pen and ink, text books, clothing,
do not forget wigs and bras, can we import I
materials to feed these machines? If we canng
this is the whole point of Mr Omaboe’s exen
we find local substitutes for all these? We cel
find some. For example, we surely can use
fibre for wigs: kyenkyen, which was in fact

days, for clothing and bras; the numerous
the forest for belts: plaintain skins and cha
palm oil for soap; and canes for hoola-hoops, ¥

sity has a funny habit of begetting all sorts
The list of local substitutes, you see, is quite i

gentlemen can tell us how we can increase
of locally manufactured goods.

No, it seems the whole of this devaluation €
which appears to be the LM.F’s (International Mol
Fanatics, pardon Fund!) standard panacea for HiE&
nomic evils of all developing countries, is ¢
uncertainties and risks. Did the Brigadier and hif &
of eminent economists led by Mr. Omaboe
make adequate preparations and consult all the ¢
and kramos before taking it on? It has certainly knode
me clean out and in the very first round too! I &m &
also that it has had many other victims, includili
particular cocoa farmers who, stimulated by the
ingly fantastic high price of cocoa, rushed 10 i
and duster up the building plans which they had ghefl
over the years.
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NOW...

a complefe
Engineering
Service

Equipped with the most modern and up-to-date machinery
and supervised by skilled technicians, we are proud

to extend our engineering facilities to trade and industry.
Every inquiry is handled with courtesy and care, W hether

the job be large or small and we insist on customer satisfaction
at all times

Facilities include:
* Ship repairs * Rewinding * Welding-all types
* Engine overhaul # Electronic Services Pipe bending
Electrical repairs * Remetalling * Blacksmithy work

For prompt and efficient engineering service contact

MANKOADZE FISHERIES LIMITED , <
Engineering Division *

P.O. Box 103 Tema. Ghana.

Tel: Tema 2623 Cables: Mankfish-Tema.
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WHAT
SORT OF
RISKS
DO YOU
TAKE

Accidents and illness can happen any

time to any of us. How long would your
income continue if you were unable to work.
You can insure against this very real risk.
All you have to do is contact your nearest
S.I.C. office — the easy and simple way of
protecting your income and safeguarding
your future. ACT NOW

ITS TIME YOU TALKED
INSURANCE WITH

YOUR KEY TO SECURIT ¥

State Insurance Corporation
P.O. Box 2363, Accra.

Tel: 64619 & 65740
.
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