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GHANA

“ e ECONOMIC AND SOCIAL DEVELOPMENTS, 1970s
1. Introduction

During the tivo~yecr period, 1979/80 the Ghonzien economy continued to suffer from
staflbtion. According to preliminary estiuates given by the Ceniral Bureau of Statistics
*CBS), the Gross Nationel Product (GNP),qg 1975 priges grew by 3.5 per ceni and 3.4 per
cent in 1977 end 1978 respectively. Though figures for 1979 ani 1980 orc not aveilsble, Y.
the growth rate of GNP cGuring the period mgy not excee. 3 per cent, "hich falls well belor
the 5 per cent target rete of growth forecast in the five-year development plan for the neried
1975~1930, On the other hond, inflationary pressures continued to exert themselves in the
econoimy. In 1978 and 1979, consumer prices rose by 73 per cent ani 54 per ceni respectively.
Provisional flgures aviilable for the first holf of 1980 show an inflation rate of 29 per
cente. L el ) . : : -

The stagngtion in GNP in the 1970s and the high rote of population increase coused
2 pronounced fall in per cepitz GNP from g624° in 1975. t0.2510 in 1978 (at 1975 prices).
Furtheriiore, os o result of the very high rate of inflation, there hes been a high shift
in real income froa sclary and lge earning for the fixed income serners in general to the
rest of the communlty.' /n onerous task in norm“11z1ng economic coudlblons lies in restoring
the purchasxng pOWer of fivei income earners *hose demands for lerge uage increases only
incre: se inflation uncer the circuastunces,

Honey supply rose appreciably during the cecone, oving moinly to financing of bud-
getary .eficits by the Central Benk. Hoever, during 1979 the umoney supply increased
moder:.tely by 13 per ceni, coumperel with T2 per cent in 1973, -

The position of the external sector iuprovel considerably during the period. This
a8 roflectel in the current account position vhich shoved a surplus of #499.3 million in
1979 ~ the firat ti.ue in the past 5 years thot o surplus vas registeredl in the external
accounts. The surplus ns usel to buili~up the couniry's externnl reserves and -also pay
off iis outestanliing private short-tera trade crecits. Thus,iuporte. roiv material inputs and
essenticl spare parts persisted, vhich adversely affected domestic industrisl production.



2e GDP by industrial corigin

Final dato on the country's GDP by industrizl origin are available only for 1973
through 1976. Provisional estimutes are also availadble for 1977 ond 19'78. According to
the Central Burecu of Stotistics data, the GDP registered a growth rote of about 6.9 per
cent in 1974. Hoiever, during the next iwo subsequent ycars, the GDP_s'ung into negative
grovth rates of 12,4 per cent and 3.5 per cent in 1975 ‘and 1976 resnecu:wely. Nevertheless,
Guring 1977 anl 1978 the economy reversed the downturn-to record- growth rates of

3,5 and 3.4 per cent respectlvelxp There &re no publlshed data. on GNP for

29 and 1980, but the 1ndlcat10ns are that the annual growth rate may not
éed 3 pér dent. | : ) s

e Selected econom:.c :m,glcaﬁors

A orea.kdown of “the eountry s GDP by 1m.u=*tr:|.a.1 orlg:l.n for the period 19?3 ‘Ghrough
1978 for ~hich datz-are aveilable, shos_rs that there * ‘epe Jéclines in output of 2ll the
major sectors naaely: ogriculture, industry, iransport, storage and communicationg,

distribution and other services. oo . , .
Ghanz: Table 1. P by source, 197_,-3.978 (at 1975 prlces) (¢m11110ns) ‘_ o . 7‘
sectors 1973 974 1975 1976 19112/ 19788/

lgriculture, Forestry _ : .
and Fishing 2 820 315 L2 8¥8 21T . 2 476 2 786
Industrisl Proluction -1 126 1 119 1108 - 17080 1126 937

Trrnsvort, storoge anl o
co.amunicotions 174 203 206 167 167 - 118

Distribution and other ' T e
gervices 1 536 1 565 1 450 1373 1508 ~ 1553

GDP ot constant market
vrices 5 646 6 033 5 233 5 097 5 277 5 454

Source: Gentrol Bureou of Stotistics, Accra,

E/ Prelininary estiactes by the Central Bureou of iatistics. J



(=) Agriculture, forestry anl fishing, Output of +the igriculture, forestry, ocnd . .-
fishing sector has followed o do'm-turn since 1977 {see Tzble 1), In 1974 ioial ocutput
foriiel 52 per cent of GDPy bui fsll steadily by 20 per cent and 2 per cent in 1975 zni 1976
respectively., 4 leteiled cncolysis of the perforucnce of the ggricultural sector inuiccies
thet its poor nerforaance ofter 1374 was accounte. for mainly by declines in food cnd
livestock production, vhich resulted fro.a the urought eather conditions ani lack of cowble-
mentery inputs Juring 1975/1976. Hovever, the projections for 1978 and 1979 inlicaie &
alight iaprovement in agricultural production, resulting mzinly froa the incresse in foou
proluction ani livestock because of wuch iaproved teather conditions anc slightly improve.l
agricultural inputs. Tor instance, the pro.uciion of cereals an.. staples such as wcine
ind cussuva are estiantel to increass by 47 per cent and 1 per cent respectively during
1979 {sec Teble 2). '

Ghanas Table 2, Commercinl egricultural production, 1970 ani 1975-1979

| 1970 1975 1976 1977 1978  1g7c¥

Cocoa ('doo metric‘toﬁs) ' 427 '401 329 271 265« aee

Mieize ('000 aetric tons), ... AT4 338 286 340 408 599
Rice {'000 wmetric tons) 18 70 - 90 53 7 9%
Millet ('000 w ) ' 139 120 © 144 133 13é 129
Cessove. ('000 v ) 2350 2 360 1 818 2 332 2 392 2 106
Cottlc  ('000) 926 177 739 823 832 vee
Chicken ('000) ' 10 2000 - 3 785 3 7197 4 530 6 083 aae

source: Hinistry of Agriculture
E'-./ .'Px;oject e,

The general trenl of cocon production has been on th: declin. for nalny yeors no.l.
Production lavel Jeclined drastically by 18.0 per cent in the 1976/77 crop season cni further
by 17.§ per ceni in the subsequent yesr. In 1978/79 there vag o further fall of 2.3 per
cents Thus, at 265,000 tonnes, cocoa proluction in 1978/79 registerel the loest level in
recent years.. . o :
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Beceuse of the vital role of the cocoz industry to the econouy, the Governucni, in
o joint venture rrith the Jorld Bank, uniertook the rehsbilitation of the cocoa faris by'
lsunching the Subuia Cocon Rehebilitetion Projcet and the Ashenti Cocoa Project. The Govern—
meni also ewborked upon o nassive programite of cutting.out ani- renl'm’ulnc' over 4 m,llzl.on
liseasel cocoa trees in uhc. Eestern Region.

In addition; the Governient increcsedl the projucer price of cocoa in order to boost
production anl also reiuce suuggling of cocow to neighbouring countries. During the 1973/79
cocoa season, the prolucer price was coubled’ from ¢.0,00 per load of 30 kgs to 280.00, and
further increacsed to ¢120 per loac during the 1979/80 crop seaSOn.

The performance of the férestry, logging and fishing t:as also not impressive. The
average growth rate of forestry ani logging for the period of 1974-1978 was just over 1 per
cent per annui. The stognent grovth in timber outmit is wainly due to shortages of spare
ports and haulage facilities. Another disincentive to timber exporis is an overvaluation of
the nitional currency vhich has encouraged domcstic scles of tiuber procucts rather than .
exporting the procucts. The fishing indusiry was plaguel with numerous probleas, such :s, ‘
laclic of ocutboard wotors cn.i spare parts to service the existing one, ani inadequatc supnlies
of busic mouts, like fishing nets ani ropes. The douestic marine catch of fish, which had -
increased fro. 196,000 tonnes in 1976 to 226,000 tonnes in- 1977, declinel marginally to .. ..

Lg,OOO in 1978. - -There s no appreciable ch(,.ngc in the catch of fish from the Volta La“\.e,
~hich averageid zbout 40,000 per cnnum during 1976 4o 1978.

(v) Mining. The output of the .ining secior exhibite. an ovarmll  decline during
the revier period. Proluciion of the uining sector -those output accounted for 2 per cent
of GDP and contribute. 12 per cent of total foreign exchange earning in 1976 declinel cone
silercblys The output of 211 the unjor winersls Jeclineld steeply Jjuring the period (see
Table 3)« Despite the (evaluation of the Ghanaion currency in 1978 zni high prevailing vorld
merket prices for gold anl dimuont vhich could boosi production, in 1979 the output of gold
an. diamond fell by 10.7 per cent and 13.9 per cent respectively,

The poor perforacnce of the aining sector con be attributel to probleas like the
existence of obsclete ecuivment, lack of spore ports, high and rlsn.ng lobour costs ond

inslecuate roil and transportation facilities.

Ghonas - Table 3, MMinersl productisn, 1970 ani 1975-1980

1970 1975 1976 19771 1978 1979 19803/
Gold (000 fe0ete) 703.8 54440 5274 502.0 A0T.1 36345 342.6
Diciond (000 carats) 2 519.5 2 217 2 269 1 939 1421 1223 . . 67
il-ngonese (000 long tons)392 409 340 312 341 324 270
Bzuiite {000 long tons) 336.6 320,9 259.7 21544 329.9 213.7 £20,0

Source: Ghana Chamber of Mines, Accrz. Cenirel Bureau of Statistics, fAccra

f“./ Estinntes
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(¢) Monufecturing. The sanufacturing sector has sufferec very severe setback
during the period uncder revier. The trend of net output of the sector is indicated belov
by the index of gross value added at constant prices, with 1975 as base:

Ghanz: Table 4., Index of gross velus added by manufocturing

1975 - 100

1976 - 96
19717 - 93 (Provisional)
1978 - 74 (Provisional)

" Source: Central Bureou of Statistics, Accra.

Proﬁisional estinates indicate further that the manmufacturing industries do not
appear to have performeu better-in 1979, even when-compared to the very low output level
in 1978. - ' ‘ ' ' '

Owing to scarcity of foreign exchange, the uanufacturing units could not obtain .
adsquate quantities- of-essential raw-material. inputs, spare parts end capital equipment
for replacement. is o result the utilisation of cupacity averaged only around 60 per cent
in 1978.

(4) Electricity, fuel anl power. Over 99 per cemi of the electricity outpui of the
couniry. is. gemerate: by hydro-electric power of the Volta River authority (the operators of
___ Akosoubo dzia)s  The totel electricity production in the country increassd by about 6 per
cent in 1977 (see Table 5). The increase in production was entirely CGue to the Volia River
fZuthority. Hovever, oing to operationzl probleas which developel during the second cuabter
of 1978 at ikosombo, there vos a drastic fall in total production for the year vhich
recorged & 15 per cent lecrease, although in 1979 there vias o markel iuproveaent in totel
prouuction vhich rose by cbout 24 per cent.

At present, Ghons supplies electricity to Togo ani Benin. in agreeauent has recently
been concluded to link Ghana's grid on the Vestern border to thzt of the Ivory Coast.
Purther, to meet the groving denand for electricity, the Governnent -lecided 1o have o secon.
hydro-electric project ot Ipong. The construction of the nroject will have & capacity of
151 uegarotte- compared with the installed cupacity of 912 wegoiatts ot ikosoubo.



Gheno: Table 5. Eleciricity production e

4. S A -
A R kAP ——

- 1970 1975 © 1976 1917 1918 179 19808
m“*ﬁci“‘a? production - : R T A e T L e e v i
ko lih) 299 3995 4 443 3TN 4665
Crude petrolewn ;rouncticn _ e
w.(mn-tonnesl*“-” e ‘ees e . see ' ;.t- ) " ees v. ;lg;-‘
Néiurai‘gas production ey ;.
(mn m3) sen -, r@oo_7 TL) . T eee . aee see

Imports -~ crude R o e
“(Shousstiz tonnes) “ " 185,68 TV BMNTTT 11627 N 21T.5. 17039,2 T 1 250.0 . 1 000,
Luports-licuid fuels

(thﬂuBaﬁd ténnﬁs) o “q;-_ S -ocn ;;t‘ VTW_ Oi; '“- ‘;;hﬂﬂl_ }‘;'f’
Exporte—cru’e = - . L R e AT SO S S
(thousand tonnes) Ty T ere sew YY) s
Export-licwid fuels . . .. . e e
‘(-bhousani ‘tonnes) S 460 4 4309 . - i L e
Refinery produgtion B S g T ' i
theusand tonnes)  dee S P ‘een . T ase "Teee
production R
. . —— Goas T [ _:_ . - “‘:j.’
Sources - - Central Bureaun of S’tahmtics, Accr.... o L - .
2-/' Eatiaate .

Ghant is in the e..rly stoges of prospecting for off-shore oil. The first disoovory

of ail oocurTed in 1970, by Signal-Occidentiat—imoco Gonswtim &t & point o&ght ni.les off
 the coust of Saltvpond.

During most port of 19708 exploration activities fell oxﬂng to ahor‘tage of willing
rigs on the world mecrket. - Hot'ever, 'hen explorction -:as reactivetel luter in 1977 nad in
1978, another discovery os malé by en Auerican oil fira, Agric~Petco Internationcl, To
date, Agric~Petco hae drilled more then siu wells vhich produce over 59000 barrels s dy of
lou sulphur conmtent. Some other six foreign oil companies incluiing Agric~Petco have
ourrently taken concessions to explore oil im Ghuna, They are thillips, Petroleum Coupny,
Texzaco Internationcl, Offshore Hydrocarbon and J,J. Siiuaons Coapaxy.




. Ghzna'e orude oil iaports for 1979 amounted to 1,250,000~tonnes vhich formex over
25 per cent of the nation's total iaports. 4t 1.25 willion wetric tons ihe nations crude
oil .iuports for .1979 shoved an increase of 21 per ceni over the -level in 1978, However, - -
oring to Government conservation ueasures enforced in 1980, the country's crude oil iumports

for the year are expectel to decline to 1 million metric tons, indicating a fall
of 20 per cent over the previous year's imports.

(e) Construction. The rate of grovth in the construction scctor slackened since
1974 on account of shortoges of construction uaterials like ceiaent, iron rods anl bitumen,
Farthermore, govermi.nt investuents in reol terms declined during ithe review periou, whlch
partly explains the decline in the output of the construction sector.

Though building maierials irere scarce, o« fer public corporctions like the Ghona
Comnmercicl Bonk and the State Insurance Corporction male substanticl investiients in neu
office buildings. The wcceleratel poce of inflaition in 19TT-1979 created soaring demand
for building materials for nrivate residentizl constructions, but this tempo of construction
octivity was constraine.. by occasional shortoges of building materizls.

The building of highieys and other roads, ond road rehabilitation featured prominently
in .comstruction activitizs in the country.

(£} “ronsport scrvices The level of activity in tronsport sector incluling siorage
and ocompications hes Jeclined since 1976. In that ycar, for instonce, the level of édtivity
in the sector fell by over 18 per cent. Tho tronsportation systew suffered wainly from
shortages of spare noris end tyres for transport vehicles, inadeguacy of confitruction
wotericls needed for the proper maintenance of roads and sporadic shortoges of petrolews.

The reiliiay systen also could not function irell vue to foreign exchange scorcities
vhich adversely affeetel the replacement of rolling stock. Even the transportation of
tiaber, cocoa, ond foodstuffs hel to be shifted frow railvay to road trensportation which

coul. not cope up ith the situation, resulting in cocoa and foodistuffs getting lacked up
in reasoctec ureas.

There are frequent dislocations of the coumunications systew in the country, on
ceocount of lack of spore parts and capital equibuaent for replacing old stocks. The Pan
Africon Sotellite Telecowaunication Projuct of Kuntunse near Nsoiwi, vhen compleied in 1981,
is expectel to iuprove considersbly the country's erternal coumunications and television
syetens.

BT ahgh It
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Ghena: Table 6. Selected transport indicators

"'1970 19:?5_'" 1976 - 1977 - 1978 1979 - 1930
. e S ' ' e

A

POI ' - . P
Freight loaded('000 tonnes) 2 532.4 2 831.2  060,2 3 326,1

Freight unloaded * .# 2 975.5 2 293.9 2 087.7 1 970.4

Railig séj
Preight tonne/ln (un) 1.7 1.1 1.0 0.9

Coivaercial vehicles in
use {'000) ces 294 23.9 30,2 3343

Airports
Prssengers handled('000) 19445 315.7 311,54 480,0

Source: Hinisiry of Trensport & Cowaunicoiion, fcocrae

E/I&gnres are for financicl yeur ended 30 Junc, AT
. R . i T

(g) Tourisii. The tourist industry in Ghone has o great ceal of potentizl thich is
yet to be tuppel by the State Tourist Corporation oni the Ghana Tourist Bourd, the 170, 3tate
institutions vested 'rith the responsibiliiy of ‘eveloping tourisa in Ghzahe, '

The tourist trede hos been seriously affectec by very high cost—of-living in the
country, inadeguste hotel and catering facilities, The excessive roie of inflation vhich
offects alversely the purchusing poier of tourist, i'ns o foctor thich led to a drop in
tourist cctivities by 22 per cent in 1978 to 46,300 tourists. Though tourisn figures for
1979 cre not yet =vuilable, thz out—~turn Joes not look any brighter,

48 wes the trenl in the post, wost of the tourists vho visiteld the country in 1978
vere Africans. In that year Africans, incluiing Ghoncians resicent oversecs, formed chout
'57 psr cent of the total tourist traffic into the country. Buropean nationsls folloived tith
27 oer cent; then funericon *ith 9 per cent; asions 1ith 5 per cent ond nationzls from
Middle Eost countries +1ith 2 per cent.




4. Expenditure and the GDP

Table 7 presents & breakdown of the country's ODP by expenditure in current market -
prices with provisional estimates for 1977 through 1980,

Qa,_) Consﬁiﬁ ion blic and private

Ta‘ble 7 :.nd:n.cates that total consumpuon expend:.ture as a percentage of GDP increased
slightly durlngthe period 1976 +to 1980. Total consumptlon expenditure ag a propertion
* of GDP rose from 92 per ‘cent in 1976 to 94 per cent in 1980, This increase in the con=
. sumption component of the GDP over the review period was due ma.:.nly to rapid increases
in prices of consumer goods, especially local foodstuffs,

A detailed breakdown of total consumption expenditired into public and private ocom=
- ponents shows that private consumption accounted for a greater percentage. of the 1ncrease

- during the period., As a proportion of GDP, pwivate consumption expenditures rose from
- 80 per cent in 1976 to an estimated 88 per cent in 1980. However, public consumption -
 outloys as percentage of GDP declined appreciably from 12 per cent in 1976 %0 6 per

cent in 1980. oo :

() Copital formation

Generally the country's resources earmarked for domestic capital ‘formation has been’
on the dowpturn in the past five yearss
3 : - :

' In 1976 the 'j-zropor‘l:iorn of the resources devoted to investment formed 10.per cent
. of GDP, but in the following year, the ratio fell sharply to 6 per cent and declined
. steadily thereafter to a record low of 5 per cent in 1580, -

Ghana: Table 7. Expenditure and .the GDP, 1970 and 1976-1980 Z'million

In current market prices’ 1970 ' 1976 1977‘3/ 1978'3/ 1979 Jcasgigaoy
Total consumption . . 195 - - 6015 14 031 24 160 36 712 46 890

(i) Private consumption 1 665 5216 12 622 22 136 33 918 43 727

(ii) Public consumption 290 799 1 409 2 024 21794 3 163
Gross fixed capital formation 271 641 822 1 202 1754 2 332
Changes in stocks +18 ~62 +138 +32 +54 +75
Exports less imports ~16 ~68 ~157 327 +183 +404
Total GDP ot market prices 2 259 6 526 14 Tiz2 25 067 38 703 49 701

Source: Central Bureou of Statistics,; Accras
E/ Preliminary estimates.
‘3/ Projected.
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(¢} Savings: domestic and foreign

The accelerated rate of inflation caused people-%O'draw down their savings in order
to maintain their original standard of living. A4s a resuly, the ratic of domestic
saving to GDP fell drastically from 13 per cent in 1976 +6 T.per cent -in- 1977 -and - further
to 6 per cent in 1978, However, the savings ratio is estimated to rise 4o 11 and 14
per cent in 1979 and 1980 respectively,:becauee thelinflatiOnany pressures are antici-
pated to be on the downturn during those two years. In both 1977 and 1978, domestic
savings fell short of lnvestment, thereby creatlng an investment gap which was filled
through foreign capital inflows.

da External Trade and balance of_pquents

(_) External Trade

Provisional estimates of Ghana's foreign ‘trade for 1979 show that merchandise exports
amounted to $2,931,7 million. Total imports for the same year amounted to #2,02043 o
million, Comsequently, there was 2 significant visible trade balance of ¢911.4 million,
compared with only ¢149.9 million for 1978 (see Table 8).

{) Balance of Payments

During 1979, owing to the good performance of the COuntny's'exports, the country's
balance of payments pesition as reflected by the current account balance, recorded a
surplus of ¢h99 2 million, :

A surplus position on the current account was last recorded in 1975« The large
increase in export earnings of 1979 coupled with significant fall in imports and invisible
payments resulted in the large current account surplus in 1979.

.The surplus recorded on_the current account was mainly used to.pay off private. -
short-term trade credits and strengthen the country's foreign reserves position. In
1979 net private short—term trade credits showed a.deficit of ¢292.4vm11110n.- The .-
central bank's international reserves position also 1mproved by ¢255.1 million during
the same period,
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Chana: Tsble 8., External trade and balance of payments 1970 and 1975 -~ 1979
" In millions & Codis 2/

o0 1975 1976 g1t 1918 1919%

1.“ﬁx£erﬁal trade _ _ _ .
- Bxports (goods) 1 406,12 20246 2 12,4 2 44643 2 460,2. . 2 9317

Imports . " . 1 235.1 1 788.9 1898,2 2.365.5 2 31043 2 020.3
Trade balance 171,00« 413.7 20442 80,8 119.9 911.4

2. Balance of: payments _ J
| Goods and ‘Services (net) -18946  IT.5  ~l67.9 < 3802 -51l2  298.8.

Private transfers " 33,0 6647 ~11.7 -16.7 =1440 643
Government transfers " 27.5 557 854 177.6 20542 206,8 .
Capital {net) -~ -~ : 239,6 - 159.0 277a3° 22246 687e3 98,7
Reserves and related items ~57aT  =239.6 23346 40,7 =1T5¢2  =292.6

Errors and omissions 2342 =5943  ~179.6 374 =192,1 =~108,0

" Source: Bank of Ghana
2/1In 1978 post devaluation cedis (i.e. US$l = g2.75)
"B/ provisional estimates. . S

6.~ Development aid and external debt -

New loan commitments by donor countries rose by 34943 million (or 5 per cent) from
$974+9 million in 1978 %o $1,024,2 million in 1973. Provisional estimates for 1980
indicate total commitied foreign aid of $1,146,8 million for the yeare In 1979 disbursements
of aid increased by $100,6 million or 18 per cent from $560,0 million in 1978 to $660.6
million. .

By June 1979 Ghana's external debis totalled $1,338.0 million, compared with $1,163.7
million in June 1978. Provisional estimates for June 19890 give the figure of $1,4357.0 |
a8 Chana's total indebtedness. A breakdown of the total éxternal debt indicates that
short_term debt at the end of June 1980 was $358.4 million of which the most important
component was arrears of current payment (forming about 62 per cent), Medium~term debi
as at the end of June 1980 amounted to $336.3 million as compared to $35748 million in
June 1979, Most of this debt was the pre=1966 suppliers oredit which was rescheduled under
the Rome Agreement in 1974. As of June 1980, estimated debt under long-term contracts
was $662.3 million, compared with $551.9 million in June 1979.



Ta Government revemue and expenditure

- oo . The.Government!s. budgetary . sidwation in the past 5 Yyears has-been characterised by-a
rapifl expansion in expenditures vis-devis slow growth in revemues. This disproportionate
rise in expenditures in relation to revemies resulted in goverament rugning large budget
deficits financed mainly by the banking system in general, and the Central Bank in - (
particular, However, ths 1978/79;budget was meant to be the beginning of the .implementation
of a stabilization programme which was aimed at raising Government revenues through
increased tax effort and curbing government expenditures as much as possible, -

In addition to the policy to curtail expenditures, the principal objective.of the.
1979/80 budget was to start paving the way for the resumption of economic growth through
the control and reduction of recurrent expenditure.

Ghana: Table 9, Ghana Government revenugfand expenditure 1970 and 1975 -‘1930
(in millions of cedis) i o , '

.

L 1970/7)1975/16 _A9T6/71__19T/18 1918/19  1979/80%

Current revenue 402,7 814.9 1 074.6 1 365.0 2 525.,4 ~"3°843.7
Current expenditure 378.2 1 015.9 - 1-308,0 2 800.0 1 729.6 © 385644
Capital receipts 92.9 - - - -
Capital expenditure 108.4 422.7 75145 663.0 7958 1 015,0
Over-all balance _ +8.9 ~623,7 ~984.9 =2 098,0 =1 864.8 -1 027.7 -
Financed by Internal Borrowing - 7973 94442 1791549 186448 T G26,8
Financed by External Borrowing = 1.8 12,7 - - 100.0

Sk

Source: Bank of Ghana., ST : - S D VL' J” :
2/ Provisional Bstimates,

In the 1979/80 budget, which was presented to Parliament on December 20y 1979,
revemue was estimated ot #3,843.8 million and total expenditure at §i4,871le4 million
leaving a deficit of #1,027.7 million. About #926.8 million (or 90.2 per cent) of the
total deficit was expected to be financed from domestic sources while $100 million
(or 9.8 per cent) was to come from external sources. From domestic sources Government
hoped 1o raise ¢513 million from the Banlking system of which the Central Bank was to
contribute $357 million, the Commercial Banks @150 million, and the Secondary Banks,
#5 million, “ . '

It is further enticipated that the contribution of the non~bank public sector would
amount o #310 million. It was hoped that this mode of financing, with a reduction in the
recourse to the Banking system would help lessen the expansion of the Money Supply and
the consequent high rate of inflation,

-
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" B Money and Banking

There were no signs of significant improvament in the sconomy during the 1979/80
financial years. Inflation continued to be a dominant concern, although the rate fell
from 73 per cent in the previous year to about 33 per cent, due probably to. r1g1d
enforcement of price controls by the government.

Persistent expansion in money supply continued to be a major contributory factor
underlying the high rate of inflation in the country. The increase in the money supply was
atiributable largely to bank credit to the public sector, This expansion in money in
the face of excess demand for food and essential goods contributed significantly to the
high inflatlona:y splral in the econony. - The inflationary pressures were also intensified
by progressive increases in the nominal national income through rapid increases in -
wages and salarles, and other cash benefits, as well as sharp increases in the producer
prices of certain key agrlcultural produce,

Table 9 1ndlca$es that money supply rose by ¢1 28240 million or 32.5 per cent in
1979/80 financial year, compared with an increase of #922,1 million or 30.5 per cent
in 1978/79. Net credit to government increased by #804.8 million or 19.3 per oeat
compared wlth an increase of ¢710.0 million or 20.6 per cent in the previous financial
year.

Credit to public institutions and the private sector constituted the other major
factors which exerted expansionary influences on the money supply. During the 1979/80
financial year, claims on official entities and the private sector went up by 56 per cent
and 13.4 per cent respectively.

Ghang: Table 10. Monetary survey, 1970 and 1975 - 1980 }Z"Million

1970 1975 1976 1977 1518 1979 1380 May

Net foreign assets 0 =2062 14646 - 3343 59.4 2849  312.9 40545
Net claims on governmment 291e2  924.5 1 57348 2 T79.1 4 527.8 4 902.8 4 96442
Claims on official emtities 115.,4 295,3 393.1 . 422,8 1 112.6 1 634,.1 1 863.4

Money 3059 999.5 1 428.8 2 384.5.4 108.8 4 642,2 5 223,1
Quasi~money 121.2  377.5 47440 . 651.2 1 005,0 1 262.3 1 513.7
Other items (net) 151.7 217.4 408.6  610,3 1 137.8 1 165.9 899,1

Source: IMF's IFS Vol XXXIII, 1980; Bank of Ghanaa
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By the end of the 1979/80 financial year, 12 banks were still operating in Ghana. .
The total number of their branches, however, increased from 15 to 237. In the 1978/79
financial year 10 more branches of commercial banks were opened. The total number of branches
of the major banks was 184 at $he end of the year, showing an increase of 4 branches
during the year, The nmnber of branches of the secondary banks rose from 11 to 53 at the
end of the period, Banklng operations continued to be concen#rated in the Greater Aocra,
Ashanti, Eastern and Western Regions where most of the bank branches are siteds

Te Waﬁs and Erices

The m:.m.mum wage rate was fixed at ¢4 a2 day in July 1977 and remained the same
in __19,‘_7,8‘ and 1979« However, when the new government took over power in September 1979, :
emplo&ées bo{h in the public and pr:.vate sectors set in mo‘b:.on active negotistions
for revising the minimum wage (¢4 per day) and the genera.l wage structure. The recent. _
inflationary pressures have so reduced the purchasing power of salary and wage earners -
that it has become impossible to make adequate upward adjustment in wages without
sparking off another inflationary spirale :

Because of the erosion of the i-eal earnings of the eﬁnployed personnel, many qualified
and experienced people have migrated to seek employment in neighbouring countries mainly
Nigeria, .Ivory Coast and Liberia. This brain drain involves particularly doctors,
engineers, university lecturers, teachers and artisans.

During 1979 the rate of inflation eased slightly as the National Consumer Price
Index (1977—100) rose by an anmual average of 54 per cent compared with T3 per cent in
1978 see Table 11, At the same time wholesale prices went up by 66 per cent, compared with
47 per cent in 1978. The high consumer and wholesale prices were mainly due to sporadic
shortages of goods and services arising from the low domestn.o prod.uctz.on and the excess
liquidity in the economys 07

'Ghéna: Table 1l, | 'Pr:‘.ces, '

IO i o - ‘
1970 1975 1976 1977 1978 1979 1980

A Consumer pr:.ces index number

Mational Index (Ave.1977=100) 13.6 2946 4642 100,0 173.1 26743
B, Wholesale Prices Index Ewn'ber

National Index (Aves1977=100) 19.4 43.9 5942 100,00 147.4 24446
Ce Prices of Major Item__s in

. Export Trade. - .. o |

1le _ . . ’
2. ’ . ' T )
3e
be
De Producer Prices (Agric./Ton)
1. Cocoa Cedis/Ton 267-0  533.3 600,0 93343 2 666.6 4 000.,0
2e Coffee n 37303 634.7 63497 1 166.7 1 500.0 1 500.0
3. Sheanuts 50,0  168.,0 196,0  196,0 196.0 1 000,0a/

Source: Central Burean of Statistics, Accra. Ministry of Cocoa Affairs, Accra.
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16, Employment and unemployment

Reliable data on employment  ard unemployment in Ghana are lacking. Published data -
on employment by the Central Bureau of Statistics . (CBS) are available up to 1976 only.
According to the data persohs employed in the organised sector of the economy fell from
45548 thousand in 1974 to 434,5 thousand ig 1975; in the sqbsequent Yyear, there was a
marginal increase from the low level of-19f5y— "~ Hmaree e o

-

Ghana: Teble 12, Recorded eﬁbidyﬁéﬁﬁ (year;énﬁ-data) .(Thotusand)

2973 ¥ agud 1975 1976
Public sector 302,11 331.3 32445 3392
Private sector 112,3 124.5 1100 106.2
Total | | 41445 45548 434.5 44547 "

sEmmmEmmeTEE L T N S E SR ==

Source: Ghana Economic Survey, 1975-1976.
af " Fevised, : : )

Data on registered unemploymeni compiled by the National Employment Service Centres
although underestimates the actual situation can give a rough indidation of the trend in
the level of unemployment in the country. According to the data from the Ministry of
Labour, the number of people regisicred -as tnemployed was” 33;055 in® June 1978, compared
with 30,648 in June 1977, indiceting an increase of 8 per cent in ‘the unemployment rabey,

11, Other sogial Sacth oy

(2) Dducation

The Government accords education high priority in its annual expenditures which is
reflected by the devotion of about 22 per cent of total government expenditures to
education alone, As a result of expansion in educational facilities, there have been
increases in enrolement at all levels of institutions of learing as depicted in Table 13,

In l978/79‘academ10'year enrolment in primary, secondary and higher institutions of
learning (which rmzan the three Universities in Ghana) rose by 4 per cemt, 5 per cent and
4 per cent respectively, However; in 1979/80? enrolment in the higher institutions of
learing declined marginally by 1 per cent, and thers is a downward trend in view of
the steady brain drain in the country.

(b) Health and rutrifion

There has been no significant improvement in health facilities in the country during
the past ‘few years. 1.5 new hospitals, clinics or health posts have been built in the
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country since 1975, the number remaining the same at about 215+ However, Table 12 5
indicates that the number of doctors turned out mainly through the Medical School in the
country followed gn upward trend since 1975, ' The number of registered nurses also
increased significantly between 1975 and 1977, but the growth in registered nurses
showed a downward trend since 1978. o :

Ghana: Table 13, Social indicators, 1970 and 1975 = 1980

1770 1975, 1976 . 1977 1978 1979 1980

Population (000) ~ "87559.3 9 630.9 9 88,2 10 105.0 10 3A7T.6 10 59640  wes
Education T - - ‘ -
Primary enrolement ‘

(000) 947e5 1 051.0 1 15743 1 213.3 1 246,5 1 29545  cae
Secondary enrolment =~ A
(000) : 5248 4.8 81,3 87.3 9449 9966 oas
Higher enrolment - e : . .-
(o00) 447 6.4 Tl Te8 8ol - 84 8,3
Health
Doctors (000) 0467 094 1,0 1,1 1.3 15 1.5
Registered nurses _
(o) . T 6T 5. 12.4 12,5 943 9e2. 9.2
Clinics, etce in rural = S _

areas . ces ces ves. coo . ess 180,0 180,0
E‘Iage . employment - - o:. . .e oee ene LR N )

Source: Ghana, 1970 population censms;
Ministry of Blucation, Accra;
Ministry of Health, Accra
Figures are for academic years ended 31  August,
Figures from 1975 to 1979 are estimates using 2.4 per cent growth rate,

De¢spite the high turnout of doctors from the Medical school, the mass exodus of
doctors to the rest of the world, deprived most hospitals and clinics of doctors to man
theme In addition, the existing health centres have been plagued by sporadic shortages
of drugs and equipment due to the issue of iradequate import licences for such facilities,
Ba MAJOR PROBLEMS .

) } . . ) »

One of the major problems of the economy has been the deterioration of the performance
of the agricultural sector, due to unfavourable weather conditions; labour shortages
caused by the apparent drift from farms to other trading ventures; transport bottlenecks, .
hindering both the delivery of needed imports and outputs; poor management of resources and
also the administration of price controls. Domestic production of staples such as maize,
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gulnea corn, mlllet, rlce, cassava and plantain did not shOW‘nnlcll lmprovement ‘over the
previous year's output nor was there any significant change in the population of domestic
livestock during the review period, or the level of domestic fish catche The shortfall
in domestic agriculiural production contlnued 10 be met through imports.

. The poor performance of the economy was not restricted to the agricultural sector alone.
Industrlal production was adversely affected by shortages of imported lnputs and spare paris.
Therse was a further deterioration in the output of the mines due partly to the frequent. .
1ndnetr1al action of its emplqyees and partly ane to. iack of spares and other 1nputs..

Labour relations worsened in 19?9/80° ‘The detenlorailng situation was due {o. persistent
claims by labour as a resuli of falling real wage rates and the refusal of many employers
to accept any wage claims by employees in the face of increasing production costs,

Persistent deficiency in dggregate supply vis-g~vis excess demand for gcods and
services {due to excess liquidity in the economy) was reflected in an upward trend in =
prices, = The National Consumer Price Index (Awverage:1977 = 100) for the period July 1979
to June 1980, rose by 23:6 per cent from an average of 24l.3 for the: same period of the. -
previcus year to an average of 298,3, mostly because of the rise in food pricese Continuous
expansion in money supply continued to be a major contributory factor underlying the high
rate of inflation in the country.

Although a current account surplus was recorded 1n 1979 for the flrst tlme 1n four
years, this was mainly due to the low rate of utilization of import licenses issued durlng
the year. The balance of ‘payments contlnued to be vulnerahle to fluctuatlons in world
prices of cocoa and mlnerals such as gold, di,amaond 4 etc. |

C. INTERNAL DEVELOPMENT POLICIES

The period under review witnessed the formulation of policy measures almed at stablllz -
ing domestic prices and laying the foundation for future economit growths ‘

In order to slow down the rate of monetary growth in 1979/80 the Bank of Ghana maintained
the restrictive monetary measures introduced in the previous year. In this regard, both
the Bank rate and the minimum savings deposit rate were maintained at 13.5 per cent and
12,5 per cent respectively. In addition, the ceiling of commercial bank lending rates
remained unchanged at 18.5 per cent. The reserve requirements of the commercial banks were
reviewed to enable them hold more government paper in order to shift a larger share of the -
deficit financing from the central bank to the commercial banks.

A number of measures were undertaken to improve the export pérfonnénbe of the country
and s¥rengthen its balance of payments position during 1979/80. In thls connection the
- producer price of cocoa was increased from ¢ 80 to ¢ 120 per load of 30 kilos on July 19,
1979 whilst subsidies on items 11ke spraylng machlnes and 1nsectlcldes supplled to farmers
were removed,
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During the review period the government appointed a committee to identify the factors
which had contributed to the declining trend of gold production in the country's mines.
The committee was also 4o:g¥amine records of abandoned gold aines for possible re-opening
and developments . These develdpnents form part of the measures that are being taken by
the government 40 encourage the gold mining industry to increase production in order to
take advantage of the current high world price of gold.

The Central Bank's credit guidelines to the export trade sector were genercug, Credits
1n respect of export trade were allowed to increase from 50 per cent to 100 per cent of
" their levels for the end of June 1979« Furthermore, export duly on lumber, curls and logs
was abolished while the export bonus of 10 per cent on non-traditional exports was retained
as an additional incentive for exports. Adequate foreign exchange was made avallable for
imports inputs ‘o rehabilitate existing facilities and to facilitate inoreased production
for exports. : '

To reduce the deficit in the services account,the following measures were retained
in 1979/80: (1) 15 per cent tax on the purchase of airline tickets; (2) 30 per cent tax -
on travel allowance; (3) the cedi voucher'scheme and the requirement that importers must
arrange insurance on imports in local currency and with local insurance companies;

(4) the cancellation in August 1979 of the basic foreign exchange allocation for fourist
travel.

The primcipal cobjective of the government budget for 1979/80 fiscal year was t0
start paving the way for the resumption of_economic growth through the control and reduc—
tion of recurrent expenditure, 'To achieve this objective the Government contemplates
establishing Budget/?lanning Units in each Ministry to promote the exercising of the
proposed controls and to reduce its deficit financing from the banking system. This
will in turn help allocate resources to the productive sectors of the economy and lower
the high rate of inflation,.

De  Prospects for 1980 and 1981

The general outlook of the Ghanaian economy in 1980/81 is still gloomy: persistent _
disequilibrium.in the balance of payments owing to high prices for imported goods especially
for oil vis-3~vis stagnation in prices of major export commodities in world markets due
to recession in the economies of the industrial countries and renewed 1nfla¢10nary -
pressures because of excess aggregate demand for goods and services in +the face of sllghtky
improved domestic aggregate supply followlng the substantial increases in minimum wages.

However, domestic agricultﬁral output is expected to improve moderately due to
improved rainfall in the second half of 1980 coupled with intensified efforts to improve
irrigation facilities at Vea, Tono and Bontanga to irrigate a total of 24500 hectares '
for food production. Furthermore, efforts were made during 1980 to supply farmers with
farming inputs such as matchets, hoes, seeds, fertilizers, insecticides, chain saws, etcs,
to help step up food production in order to reduce food deficits in the country.
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Attempts are also being made to raise livestock production and step up fishing
output in order to alleviate shortfalls in the nation's supply of meat, fish, eggs, etc.,

The performance of the industrial sector is expected to improve as a result of an
improved imports programme which seeks to make available more inputs and machinery to
the industrial sector during 1980/81.

The ever increasing oil prices and their distabilizing effects on Ghana's external
payments position have given cause for intensified search for oil in Ghana, For that
reason, the Government has granted oil exploration concessions to a number of oil
companies, In addition, the Govermnment is expected to continue to create more favourable
investment climate in the country to encourage multi-national corporations to make their
capital and experiise available to help Ghana tap her enormous gold and bauxite deposits.

E. TEconcmic Co~operation

During the period under review Ghana participated in a number of discussions aimed
2t fostering regional co-operation, For example, Ghana held discussions with Togo,
Benin and the Ivory Coast on the joint implementation of the Oppon Mansi Iron and Steel
Projects Similcr moves were made in connection with a fertilizer plant and the exploita~
tiorn of the vast phosphate deposits in Togo.

Ghana took part in the Geneva negotiations that reached an agreement in July 1980,
to establish a Common Fund whose aims include among other things, the stabilization of
export earnings of developing countries, Ghana hopes to seek an early ratification of
the Articles of Agreement dealing with the Common Fund of UECTAD's Integrated Programme for
commodities; which may be operational in the second half of 1981,

The Cocoa Producers' Alliance of which Ghana is a member, reached a formal accord
on & new International Cocoa Agreement in November 1980, The Agreement which requires
the participation of 80 per cent of producers before it can become effective, will be
available for signing in New York until 1 January 1081, with a period of grace lasting
until 2 April 1681, It is pertinent to note that the Ivory Coast and the United States, who
are a major producer and consumer respectively are opposed to the agreementy The previous
International Cocoa Agreement expired in March 1980.

Finally, Ghana and the other member states who form the l6-nation Economic Community
of West African States (EOOVAS) continued o take steps that would promote intra-ECOWAS
trade in the subregion. One of the major obstacles to economic integration in the subregion
is the poor communications system. During the review period, the Heads of State of the
community agreed to a telecommunication project which seeks to establish telephone networks
"that will interconnect all the capital cities of the community. At the same Summit which
took place in Lome in May 1980, the Heads of State of the community adopted a trade
liberalization programme which seeks to remove all Hariff barriers on industrial products
within the community by mid-1989,





