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INTRODUCTION 

This paper presents results fro;... one part cf a broader 

study - into the general role of external assistance and 

industrialisation with particular reference to î ediurc ten;, 

finance - which was carried out in Ghana during the summers 

of 1966 and 1967o1 

On February ?.4th 1$66 Kwame Ilrruaah, after some nine 

years of uncontested rule as President of Ghana, was deposed 

by a combined ilitary and police action. In section one 

of this paper an attempt is raade to outline the economic ob-

-jectives which the inoruasah administration set. In section 

two the manner in which these were (or, as it is argued here, 

were not) attained is set forth. 

GH N-.'S ECONOMIC OBJECTIVES 1957-1$66 

In the forward to the Ghana Government's Seven Year 

Development '."Ian presented to the Nation in 1963 » Nlirunah 

wrote: 

The Seven Year Development Ian provides 
the buleprint for the future progress and devel-
-opntent of Ghana as a nation. It is a programme 
of social and economic development based on the 
use of science and technology to revolutionise 
our agriculture and industry. It is designed to 
provide the tesis not only of our national prog-
-.re.s,s.....and prosperity., but also of our ability to 
contribute to the advancement of the frican Continent. 

1 
My thanhs are due to the members of the National Liberat-

-ion Council{Government of Ghana), the Irincipal Secretaries 
•and staff of the Ministries of Industries , Economic :-Sfairs, 
Trade, Finance and the State Enterprises Secretariat(Gover-
-nment of Ghana) as well as, and in particular, to the Ghana 
Central Bureau of Statistics and the members of the Research 
Department of the BanI-: of Ghana. Thanks are also due to person-
-nel of the United Nations Development Programme ccra) and 
the United Nations Industrial Development Organisation(Vienna) 
for financial and other support as well as to the Centre for 
Developing rea Studies, McGill University for financial supp-
-ort and encouragement. 

None of the above bodies, nor the persons associated there-
-with, bear responsibility for what is here presented 

See, Forward, Seven Year Development l-lan 1963/64-
1969/70 (..ccra: Government Printing Office), 196'" . 



These words, written when ITmrunah was at the height 

of his po ver, are interesting in two v::ain respects. First, 

because they stress the future role allocated to indust-

~ri~lization in Ghana's development. nd, second, because 

they inticaate that Ghanaian economic development is to be 

accomplished not only for Ghana's same but rather so that 

thereby Ghana, might be better able to contribute to, ;;the 

advancement of the .frican Continent 5 a certain reflection, 

one must suppose, of Nhru...ah' s pan-africanist aspirations 

and one not :uite so blatently expressed in similar forwards 
3 to previous Development l a n s / 

In all, between 1951 and 1$66 Ghana implemented three 
4 

major Development •'lans and one Consolidation ,.lan. 'II 

called, in a general way, for achievement of the most rapid 

economic development. The first two plans and the consol-

idation plan differed from the Seven Year lan, however, 

in that they called only for the most rapid development 

consistent with, financial prudence. In the Seven Year -Tan 

all such prudence was completely abandonned and rather, it 

seems, objectives set forth without any consideration -

except reliance upon external sources of finance - of how 

these might be reasonably and prudently attained. 

3 
During his latter years the pan-afrxcanist.movement 

appears to have occupied an ever increasing amount of 
Ilmrumah' s time and energy and, by implication, that of 
his senior advisers and cabinet, ministers. It also drained 
off considerable sums of Ghana money. /•.•Ithough some of 
the 'social and infrastructure projects commissioned by the 
Hhrumah administration might conceivably have been of direct 
benefit to Ghana'ins, the majority of these projects and in 
particular, the prestige projects (such as, for example, the 
building of State House at a cost of over £G.10 million to 
house the G.m.U. conference for five days, or the building 
of fries's longest runway in Tamale at equally exhorbitant 
costs) were not. Rather, they proved to be an especially 
heavy drain on the country's resources for, as it transpired, 
little direct practical benefit. 

Ghana implemented her First and Consolidated Develop-
-.-.lent .. lans between I$51 and IS53; the Second Development Flan 
between 1959 and 196 and the Seven Year Development Flan 
after 196.?.. ~ * 



In the First Development lr.n a prominent place was 

given to (l) the establishment of transportation, educational 

and health facilities, (ii) the construction of government 

buildings and staff housing, (iii) otter general admin-

-istrative services and Civ) other non-economic -ublic 

activities. Substantial investments were also planned 

'and made) during this period in the port and townships 

of Tenia as well as, to a lesser extent, in support of the 

cocoa industry (particularly toward the elimination of the 

swollen shoot disease) and agriculture in general. Tn total 

some £G.. 9 k million (at the 1966 rate of exchange U.S. $ 65 

million) of government funds were spent.^ For the moot part 

these expenditures 'fere undertaken by the Government out of 

current revenues and through drawings, upon exchange reserves. 

Until 1956 at least, foreign exchange receipts from the sale 

of cocoa and other co. .. odities were sufficeintly high so as 

to alio1:/ these development expenditures to take place with 
6 

little effect upon total reserves. In 1957, however, in the 

face of declining cocoa prices, a two-year '-'consolidation 

development plan was prepared which confined government expen-

diture to completing projects already begun and starting 7 only the most urgent new ones. In the first year of indep-

These funds were divided roughly as follows: 
Agriculture and Industry IS percent or £G.10 million, Teiaa 
' "ort and Town 1 percent or &G.1 million, Social Services 
"3 percent or £G. '-k million, Transportation and Communications 
"7 percent or £G„ "5 million. Other "7 percent or £G."5 uillior 

6 See Table 7. 
7 
Under thzs plan, expenditure m the Social Servxces 

was cut back substantially and a movement away from the 
provision of secondary and technical education begun. 
Between 196O-66, for example, emphasis was placed (wrongly 
it can be contended) on the provision of free primary 
education for Ghanaians with the result that shortages of 
technically.trained and high school educatedmpeople were 
particularly noticable after 1963/64. Indeed, this ea-
-phasis toward state provision of primary or university ed-
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-dence, consequently, development spending was only £G.16.6 

million million), a million pounds less than in the 

year before. However, with higher cocoa prices, development 

spending increased to £Q. .6 million (U.3.$' 7 million) in 

1953-59. 
8 The Second Development I-ian^ prepared in 195" for 

implementation between 1959 and 1964 - in sharp contrad-

-iction to the First or Consolidation lans - marked a shift 

from the use of government funds to provide basic services 

into the use of these funds to provide more direct govern-

-ment participation in production, particularly in agric-

-ulture, forestry and industry. The government, for example, 

under this plan indicated that £G.l4l million (U.S.$39^ 

million) - expected to be financed in almost emual prop-

-ortions from government reserves, current revenue, domestic 

loans and foreign loans - should be' allocated for develop-
o 

-ment purposes.y In addition to these directly planned 

government development expenditures proposals were contained 

within the Flan (and, after 1961 particularly, appear 

-ucation only was one of the great weaknesses of the IThrumah 
administration's effort in this regard since not only did 
it lead to scarcities of the type of manpower most often 
needed but also became a very costly procedure for the 
government insofar as for- primary students there-were large 
numbers, and for University students, the cost per student 
(all of whom could have full scholarships) was exhorbitant. 

°This plan was prepared under the guidance of irofessor 
Arthur Lewis, Economic . .dviser 'to Ilmrunah in l?5o. 

9 
The exact amounts and proportions as set out under 

the Second Development Flan were (i) Tema Fort and Town 
£G. million (17 percent) , (ii ) Transportation and Communicat-
ions £G»17 million (1" percent),(iii) Direct assistance to 
Agriculture and Industry, £G.17 million (IF percent), (iv) 
Social. Services £G.31 million ( percent),(v) Other, of which 
it can be supposed some considerable proportion was for indiro 
assistance to Industry and Agriculture as well as toward the 
provision of government buildings and ancilliary construction, 
£G,5" million (37 percent). See Second Development Flan 
(Accra:Government Printing Office),1959« 



- 5 -

to have been increasingly acted upon) to make additional 

expenditures of £6.100 million outside the "lan, primarily 

for industrial (and, one must - in the light of what happened -

suspect, other not -uite so directly industrial projects such 

as the building of a dry-dock at Tema, and the construction of 

a four-lane, twenty-mile super-highway between Tema and fcera) 

projects. Additional expenditures were, from, time to time, 

proposed - some of which were acted upon, some of which' were 

not - and indirect allowance made for them in the most general 
1 of terms within the framework of the Second :. Ian. 

Except that £G.l4l 'million was listed for 'immediate 

implementation , the Second Development mlan appears to 

have been drawn up without any explicit priorities, nor was 

the total related to the availability of finance. In large 

part it seems that the Government took the official view 

that it should avoid being criticised for trying to do too 

little and rather declare itself in favour of as long a list 

10 
The most notable of which was, perhaps, The Volta iiver 

Project. In 195 3 when the Second 1' lan was drawn up, the 
notion of harnessing the power of the Volta River and con-
-verting it to electricity to supply Ghana (and, in partic-
-ular, an aluminium smelter at Tema; which it was though 
might be attracted by an abundance of cheap power and ample 
supplies of bauxite) was being given some consideration by 
the Ghanaian authorities. In fact, active negotiations for 
the Dam and Smelter were not entered into before the plan was 
put into operation. However, during the Alan period (and 
in a real sense completely extra to it) construction on the 
Volta Dam, ancilliary facilities and the smelter was begun. 
The total coot of the project exceeded £G.30 million (U.S. 

5 million)' of which Ghana borrowed about half. On the 
basis of data available in 196 3 (when serious negotiation was 
underway) it appeared as if the project might yield only 
about &•/?. percent return on the Government's investment and this 
only over the whole life of the project. In the first years 
of operation its contribution to national produce (overall 
about 1 percent) would be very small and other indirect bene-
-fits might be long in maturing. In view of this, one wonders, 
therefore, why the Nkrumah Government went, ahead with the 
construction of the dam when it could have gotten an equally 
good return on its money by investing it in the London or New 
York market and when the planning and administration stages 
proved to be such a drain on available Ghanaian administrative 
resources. One must suspect that chauvanism and ignorance 
played their part in this (Nkrumah's)• decision. 
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of projects as possible. This philosophy also appears to 

have underscored the ££.100 million of new proposals made 

after the Second Development Llan was published. 

The intense Government development efforts undertaken 

within the general frameworh of the Second Development Plan, 

had by 1563/64 (when a new Seven Year Development Plan was 

introduced) resulted in fundamental changes in the sise and 

role of the public sector in Ghana. By 1964, not only had 

the number of ministries, government departments and public 

corporations proliferated out of all proportion to their 

direct contribution to National product, but also the number 

of Ghanaians directly or indirectly dependent upon Govern-
II 

-cent sources for thecxr livelihood had, by some estimates, 

trebled or even quadrupled since 1959. These {what else-

-where might be regarded as) rather startling considerations 

did not, however, seem to diminish the ardour of the central 

Government (or more particularly, one suspects, the ."-'res-

-ident) for ever increasing development- expenditures. 

Indeed, 'in the Seven Year Development '."'lan introduced in 

that yearv a larger and ever larger role for the government 

was envisaged. Hot only, for example, was it planned that 

government should assist agriculture, forestry, provide 

better transportation and communications and increase its 

investment in social services, but its especial role in 

the seven years until 1970 was conceived also in terms 

of the assistance (generally through direct ownership 

and operation) government could give to industry. Indeed,' 

the Seven Year Ilan (much more explicitly than its pred-

ecessors) outlined these objectives in the most precise 

terms when inter alia it argued that Ghana Government 

intended to develop the large scale industrial•sector by°-
(a) Establishing industries wherever practicable to 
•provide domestic institutes for the manufactured staples 
hi . ~ See,for example, ¥est .frica, Jan.15, 1965 and 



of" the consurer island, which at present have to be 
imported: 

(b) Processing, wherever economically feasible, those 
agricultural and mining co modities that are now exported 
as primary products such as cocoa, timber and gold; 

(c) Setting u~ industries to provide materials for the 
building industry, in order to conserve on foreign ex-
-change, and to lower costs of production; 

(d) Setting up, where appropriate, basic industries 
in the fieIs of metals and chemicals: 

(e) Initiating the development of other basic industries 
which will form part of later stages of industrialization 
in subsequent plans; 

(f) Planning industrial development in harmony with the 
development of other •• frican countries. lr 

The above list of objectives, as presented, was indeed 

impressive. How far, however, did the Ghana Government go 

toward realising those ambitions? To answer this question 

it is necessary to review the actual performance of the Ghana 

economy between 1957 and 1$66 and to then compare this 

performance with the Governm-ent' s stated objectives. This 

comparison as is suggested •» n r»nw f i A»tre 

show the Government in a particularly favourable light. 

various issues in March, April, May, 1966. 

12 
"See , Seven Year Development ","ian (• .ccra ; Government 

Printing Office), 1964. 
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Perhaps the best way to sun up Ghana's post indep-

endence performance is to say that as a consecuence of 

it the military government which replaced ITkrumah found 

itself faced with a major economic and financial crisis. 

3o major, in fact, that within a few months of assuming 

office it had been forced to (a) suspend all payments on 

medium-term and most long-term foreign credits and attempt 

to reschedule its debts to avoid being declared bankrupt, 

(b) for a short ti:...e, suspend payments on l80 day trade 

credits for lad", of foreign exchange, (c) introduce a 

severely deflationary budget and institute a two year 

austerity 1 consolidation programme", (d) borrow heavily 

from the I.M.F. and plead for financial assistance fro..:, 

•friendly governmentsfor balance of current payments 

support and finally, after being in office a little over 

a year, (e) devalue the country's currency by over forty 

percent. 

To merely say that Ghana was on the verge (or per-

h a p s over the cliff) to bankruptcy as a nation in February 

1>66 is in no way, however, to ruite capture the tragedy 

of its situation. Prior to indeptendence, as the Gold 

Coast, Ghana had long been held in a position of consider-

-able esteem among . frican countries. It had a lone 

tatistical difficulties attach to any anal-
3 performance between 1 9 5 7 - 1 9 6 6 , these, 

among others, being: (1) during the nine year period the 
-/as changed three times (and once lasted 

fifteen months), (• ) the period was one of increasing in-
flationary price movement, especially after I96l, thus 
to get any measure of the real rate of growth, comparisons 
in constant prices have to be used. Their use, however, 
subject the result to all the errors of index numbers,and 
(3) the national accounts of Ghana are based primarily on 
expenditure estimates and thus give only limited indication 
of economic growth by sector. 

1 Certain Certain 
ysis of Ghan 
.mong others, 
'inan cial yea: 
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history of solvency and a particularly impressive record 

of economic growth. At independence and for a few {but 

only a few) years thereafter, it had large foreign exchange 

reserves, a history of impressive accomplishments in the 

educational, administrative and infrastructure fields, a 

trained and able civil service and several functioning 

semi-autonomous agencies such as, for example, the Cocoa 

Marketing Board. Indeed, its people had enjoyed one of 

the highest standards of living of all Africans. By 1966, 

however, much if not all of this had been lost. The coun-

t r y ' s foreign exchange reserves were exhausted; inflation 

was rampant; farmers could not grow sufficient food to feed 

the population; unemployment or under-employment, partic-

ularly after the coup, was high; industrial plants (often 

just unfinished shells) and highly mechanised large scale 

farms were lying idle for lack of spare parts; morale in 

the civil service had been devastated and inefficiency, 

-and often corruption, among Nkrumah's political appointees 

had become the rule rather than the exception. "Thy, one 

may ask, did all this happen within the space of nine short 

years ? 

While there is no single or simple answer to the above 

question, tentative approaches toward an answer are provided 

upon examination of the auantitative evidence - growth, 

inflation, employment, government finances and debt, balances 

of payments position and so forth - of Ghana's economic 

performance. The remainder of this s.oction, therefore, is 

devoted to a detailed examination of these indicators of 

performance. 
~ T3 r.T.jmTj V---1 W .V X. AOL 

(A) Rate of Growth 

It is very difficult to give any precise measure of 

Ghana's rate of economic growth between 1957-1566 not only 
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because it is questionable whether in real terms any growth 

was experienced after 1$60, but also because (I) development 

was erratic and, in particular, exhibited a pronounced 

'stop-go-stop: pattern throughout the period, ( ) 1957-1966 

were years of increasing inflationary price movements espec-

ially after 1961 when prices for consumption goods rose 

at a substantially faster rate than for investment goods 

and, (3) even though the population was known to have 

expanded very rapidly during the period, estimates of its 

growth were placed variously at between 06 and 3 percent thus 

allowing for a considerable margine of error if either one 

or the other of these rates is used for denominative purposes. 

These difficulties notwithstanding, some estimates 

of growth dust, however, be trade s In current -market prices 

Gross Domestic Product appears to have risen from £936 

million in 1957 to ;1,9Cc million in 1965. In constant 

196c prices, the increase was not nearly so large and, as 

is indicated in Table 1 between 1959-1965 it was less than 

.-3-30 million or if no account is made for population in-

crease, approximately 4 percent over the six year period. 

Population expanded at an annual average rate of at least 

'.6 percent, and more probably 3+ percent, during the same 

period however, thus if this is taken into account a more 

realistic measure of real growth in G.D.F might have been, 

say, 1. percent per annum. This figure, however, is most 

deceptive and in no way, perhaps, is it really indicative 

of the pattern which this growth (if indeed this is a correct 

term) appears to have taken in Ghana. The figure is deceptive 

primarily because it assumes that the pattern of develop-

m e n t in Ghana was even. In fact, it was not at all erven ' 





i. : but very erratic. " Hence, despite an increase in gross 

domestic capital formation (see Table ) to a high of 

approximately *. :. percent of G.D.F. in 1965 > the annual 

average rate of growth of real G. D.P. appears to have dec-

-lined steadily from about 196? onwards, falling from an 

average yearly increase of 5.4 percent in 1955-59 to 4 

percent in 1960-63? to ' . 3 percent in 1965. " 'With populati 

increasing at between .6 and 3 percent per annum growth of 

output and real income per capita, therefore, must have de-

clined sharply after 1$6'2 and in 1965 even have fallen in 

abs o lut e t er :.s 0 ̂  ̂  

"'So erratic, in fact, that the authors of the Ec onomxc 
Survey were forced to comment on several occasions: :;3etween 
1960 and 1964, Ghana's economic development has exhibited 
a stop-go-stop growth pattern. This was remarked upon in 
last year's Survey and it was pointed out that the growth 
rate of .8 percent in 1964 could be considered satisfactory 
only if it can be maintained or improved upon over a num.ber 
of years. • The Survey proceeded to point out that if, as in 
1960 and 196 , the growth rate in 1964 does not mark the 
beginning of a rising trend of real economic growth then the 
1964 achievement does not mean much in terms of real gains 
for the national economy. 'The growth rate of 0." percent 
recorded in 1965 was the poorest ever achievement of the 
Economy since statistical data on Gross national Product 
were compiled in 196'"... (this) insignificant rate of growth 
of 0. . percent could be compared with an estimated populatic 
growth of at least .6 percent during the same period. The 
figure also compares very unfavourably with the target rate 
of growth of 5.5 percent set in the Seven Year Development 
lan. ' &Qi£aomi^j3uryey, 1965 ,pp.13-14. 

lZlIbid. ,pp. 14- 1. 

15 
The contention made in later parts of this paper 

is that the decline in Ghana's real rate in growth of output 
and per capita income was primarily a function of (l) the 
terms of trade effects of the decline in world cocoa prices 
experienced by Ghana after 1960 particularly, ("') the patter" 
and priorities adopted by the Central Government in its 
Development Plans which increasingly after 1960 stressed 
Central Government establishment, financing and operation 
of large scale, capital intensive, primarily long gestation 
period (and hence in the short run economically unproductive 
industries and farms and (3) rapid price inflation particula 
-ly in consumer goods, as a result of (a) the deficit finan-
c i n g operations entered in by the Central Government and ('.': 
the country's inability to produce sufficient food for heme 
consumption. 
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(3) Growth by Eeoaorlc Sector 

Unlike those of more developed countries, Ghana's 

national accounts are based principally on expenditure 

esti ates with the consequence that only limited inforn-

-ation on growth by sector can be deduced therefrom. Such 

information as is available however would seem to support 

a contention that (major) gains in output were made only 

in traditionally private (or semi-private areas) such as 

agriculture, certain extractive industries, trade and 

services. Public sector activity in the fields of agric-

-ulture, infrastructure, 'manufacturing and the social ser-

-vices - in which heavy investments -•'•ere made particularly 

after 15SC/6I - does not, on balance, appear to have led'to 

increases in output commensurate with investment. In part, 

this can be explained, perhaps, by the fact that certain of 

the industries taken over by the government after 196 3 

(some of the mines, for example) were taken over simply 

to avoid the dislocation which their closing would have 

brought about and, hence, could not be profitable from 

the first. In part, too, it might be explained by the 

fact that much, of the government's investment was in long-

gestation period agricultural and infrastructure activity. 

But, in large measure, it might also be explained by the 

fact that after 196O particularly, a large amount of public 

sector investment was used toward the establishment of 

what became a non-viable manufacturing industry. 

IHFLmTlCN 

Whatever gains in growth in current output were ex-

perienced by Ghana between 1957-1966, on balance., 

appear to have been largely erroded by the double spectre 

of inflation and population increase. Population, as has 

already been stated, was thought to have increased at an 
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annual average rate of between ".6 and 3 percent during the 

period. measure of the inflation experienced can best 

be given, perhaps, by recourse to data on annual average 

retail prices. 

In table 3, such data are presented for the A c c r a 

area. This index, it should be noted, was based on the 

expenditure habits of consumers in 1354 and since statist-

-ical data collection was pretty much in its infancy in 

Ghana at that time, any conclusions drawn therefrom ought, 

perhaps, to be handled with some caution. However, the 

conclusion that there was rapid retail price inflation 

during the period, and particularly after I96O/6I, seems 

inescapable. It is particularly interesting to note 

the disparaties involved in these price increases. Local 

food costs, for example in 1965, had reached an all time 

high of r'6.4, whereas fuel and light (in fact, minor items 

in the average Ghanaian's budget) had grown only to 144.0 

by that year. These disparaties, it is suggested, reflect 

three things,(1) that domestic food production had not 

grown sufficiently to cater for the needs of an expanded 

population, hence ordinarily food price inflation, ( ) that 

because of the increases in food prices, Ghanaians were 

forced to substitute larger and larger amounts of their 

personal income for expenditures on this necessary iteo 

and thus smaller amounts were spent for light, fuel, cloth-

-ing, etc., and (3) that this rapid price inflation (in the 

..'.ccra area at least) was allowed to take place because of 

(or more properly was a direct result of) the particular 

way in which the Central Government went along operating 

and financing its development plans, in so far as through 

deficit financing large quantities of money and credit were 

put into circulation. 

The above suggestions appear to hold up particularly 

well when compared (as in Table 4) with the composition 
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of private consumption expenditures. ?ro:a this table it 

can be seen that in 1;55 only 4-3 percent of Ghanaian private 

consumption expenditure was on local food while in 1965 

the percentage had risen to 57 percent. During the same 

period, however, expenditures (l) on clothing and other 

textiles had declined from 17 percent to 11 percent (and 

only 9 = 5 percent in 1964), {'•",) on durable goods by nearly 

one half from 3.9 percent in 1955 to 1.6 percent in 1964 

and only : .5 percent in 1965? and (3) on other non-durable 

goods by approximately one half, (in fact slightly less) 

from 3.9 percent to P.4 percent. 

The assertion was made above that much of the blame, 

apart from an ever expanding population, for the price 

inflation during the years 1957-1966 can be placed on the 

Central Government for its operation and, particularly, 

its financing, of development. It is appropriate, there-

-fore that this be the next topic considered. 

C3ITTP;L GCVBIUTMBITT FIIT. ITCPS 

fter independence (and particularly after 1961/6 ) the 

Ghana Central Government took upon itself the obligation of 

S73eeding up the country's rate of economic growth: an 

effort which involved it heavily in the establishment, 

financing and operating of a range of agricultural, infra-

structure, and industrial activities. In part, it can 

be speculated, this decision was forced upon the Government 

because the private sector (restricted as it was to largely 

small scale farming, trade or industry) had insufficient 

capital and other resources - and, in the absence of a 

stock market, few ways of marshalling whatever resources 

might have been available - to contemplate such actions. 

But in part the decision also reflected a manifest govern-

-ment policy which stressed the need for Ghana to (l) in-

-crease national control over the economy, (P) diversify 
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the economy's agricultural base and export dependence, 

(3) develop import - competing or export - enhancing indust-

-ries, and (4) tame over those industries (in mining for 

example) whose closure might result in severe localised 

economic hardship. The decision to speed up economic 

development must also, one imagines, have been much influ-

e n c e d by the Government's awareness of its obligations, 

in so far as it might be able, to provide employment for 

its many thousands of loyal supporters. 

The decision on the part of the Central Government to 

assume responsibility for increasing the rate of growth led 

also, after 1961/6.'' particularly, to a shift in emphasis in 

Government spending away from investment and support for 
16 

primarily infrastructure and social service type projects 

to direct investment in trade and industry. Indeed, the 

government share of gross domestic capital formation incr-

eased very rapidly after 196r; rising from 3 million in 

1957/58 to --I'/O million in 1965 (see Table 5) or at an 

implied annual average rate of "5 percent while in the same 

period Gross National Product in current xorices rose by only 

about half that annual rate. Consequently, the share of G.W.P 

utilised by the Central Government for capital expenditures 
rose from about 3 percent to about 9 percent over the nine 

17 

year period. However, this increase in government dxrec; 

capital expenditures does not include development expenditure;, 

financed out of suppliers' credits which after 196 '• began, 

Although, it can be added, not necessarily to any 
immediate reduction in the costs associated with these 
programmes. For example, the establishment of schools, 
hospitals or roads bring in their wake recurrent costs 
which have to be met each year. And, if, as in Ghana's 
case, many of these facilities are provided free (schools 
were, for example) then an actual reduction in revenue 
(through no schools fees) as well as increases in expend-
iture (through for example the provision of free text 
books) might occur (as they did in Ghana) siraultaneousl1/. 

1'7See, Table 9 
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on a very large scale. If capital formation from this source 

is included, as it is not in Table 5, then total public sector 

investment between 1957/53 and 1965/66 (and especially after 

1961/6") may, in fact, have been much, higher than the recorded 

one half of total investment indicated in Table 5. Indeed as 

is indicated in Table 6, known government foreign liabilities 

under suppliers' credits increased from ilk million in 1959 

to an estimated ;k37.k million (which estimate was subsequently 

revised upward to -735 million) in 1965. Thus, if these huge 

externally financed sources of government investment are in-

-cluded, direct public sector participation in capital formation 

may have exceeded two-thirds of total investment over the whole 
7 O . , lo 

period and, perhaps, been more nearly three - quarters ox it. 

Had the Government been able to finance its growing 

share of investment during these years out of current 

revenue, then, although the set of priorities adopted may 

not have favoured private sector activity, little criticism 

could be directed at the Government for its financing of 

development. In fact, the Government was neither able to 

finance, this investment out of current revenues nor, for 

the most part, were public investments placed in those areas 

of economic activity which offered the prospect of fast J o 
returns. In conse quence the Government, after 1960 

particularly, was forced to engage in deficit financing, 

drawn down of its exchange reserves, liquidate its foreign 

investments and borrow on unfavourable terms, fro*£ abroad 

in order to finance its public spending activities. Details 

18. 
which, it can be supposed, presents a striking demon-

-stration of- the priorities adopted by the Ghana Government 
between 1957 and 1966 as well as the noncomnitant hesitancy 
of private venture capital during the same period. 

19-
'which is to say that investments in infrastructure or 

manufacturing projects are not likely to lead (nor did they) 
to economic returns in the short run. 





of the way in which this appears to have been done are shown 

in Tables 7-IP, inclusive and Chart L 

Chart 1 illustrates the general dimensions of the 

Central Government's revenues and expenditures between 

3-957 and 1966 and, in particular, the manner in which 

overall government deficits increased rapidly after 195 

Table 7 shows the sources of Central Government 

revenue during the period and is particularly interesting 

in four respects, namely: 

(1) it indicates that as a result of the decline in world 

cocoa prices after 1957, the Ghana Government's income from 

this source declined both absolutely and relatively from a 

high of 54.5 million {37=7 percent of total revenue in 

1957) to a low of ^ 3 . 7 million (or 7.3 percent of total 

revenue) in 1965? 

(") • that much of the decrease in diminised revenues from 

cocoa duties was taken up by a more wide-based and efficient 

system of tax collection and that, in fact, between 1957-

1965 total government tax revenues increased from A5°9 

million (17.9 percent) in 1957 to :l44.9 million (or kj.l 

percent) in 1965? 

(3) while export duties may have declined as a source of 

Government Revenue import duties provided sustained in-

-creases in it, ranging from "4.9 percent of revenue in 

1957 to 37.S percent in 1965 which suggests that (a) the 

terms of trade were very ouch against Ghana during the period 

in so far as its receipts from export duties declined while 

(b) the country's total import bill not only incresed in 

absolute terms but quite markedly too in relative terms. 

Doubtless, some of this latter increase, can be accounted 

for by the greater need for spare parts and ancilliary 

equipment and machinery which the Government's investments 

in large scale highly mechanised agriculture and industry 
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had engendered. However, it is unlikely that all of it 

had its origin in this sector, rather some must have been 

the result of a greater desire and {because of inflationary 

financing) capacity to purchase imported goods and services; 

(4) a not insignificant proportion of the government's 

revenue during the period 1959/60, 1960/61 and 1963/64-

1964/65 originated in so called voluntary contributions 

made to it, by cocoa farmers primarily through the Cocoa 

Marketing Board, and others. In fact, these contributions 

were mare mandatory than voluntary and in a real sense, the 

result of a disguised form of taxation. 

In Table 8, Central Government revenue is compared 

to Gross National Product at current market prices as well 

as with imports. What emerges from these comparisons of 

particular interest, is that not only did Government revenue 

as a percentage of Gross National 'roduct increase bLit also 

that revenue from import duties in relation' to imports 

increased quite markedly; a reflection again one can suppose 

of the vital role played by this source in providing govern-

-ment with operating funds as well as the country's increase 

dependence upon imports despite the government's avowed 

efforts to make this less so. 

Table 9 indicates the relationship between Central 

Government expenditures and Gross National Product. From 

the data so provided it can be seen, (I) that from a low 

of 14 percent of G.N.'?, in 1957? Government expenditures 

rose to a high of 73 percent in 1965 j ('• ) that the percent-

a g e of capital to current expenditures by government in 

relation to G.N.?, increased from 3.6 percent in 1957 to 

Gee, for example, Seven Year Development r. Ian 19 6 3/ 
64-1969-70, o p . c i t p p . 3-4,,70-75 , pp. 101-11 r- and forward. 





9 . ~ percent in 1965, {3) that the general increases in 

government expenditure averaged perhaps 00+ percent per 

year with erratic, but particularly well narked, percentage 

annual increases in capital expenditures„ M l of which 

suggests, of course, that not only did the government spend 

considerably more than it received during these years, and 

especially after l>6l, but also that on the average, prop-

-ortionately a larger amount was committed for capital than 

current purposes. 

In Table 10 an attempt has been made to present a 

consolidated picture of Central Government finances between 

1957-58 and 1965. It shows, principally, (1) that in all 

years save 1957-59 total government expenditure exceeded 

government revenue,'' (?) that, if used in conjunction with 

data in Table 5, government capital expenditure as a 

percentage of total expenditure rose fro;: approximately 

3; million out of 146.6 million (or approximately 21 

percent) in 1957 to -170 million out of :433.9 million 

(or over 40 percent) in 1965 and (3) that in consequence, 

an ever increasing gap between government commitments and 

its ability to meet these out of current revenue arose. 

The manner in which the Government attempted to 

finance its annual deficits is illustrated by the data 

presented in Table 11. i-.s can be observed, a variety 

of expedients were used. These varied from external borrow-

~ing and reductions of overseas investments to borrowing at 

home, initially and principally from the Cocoa Marketing 

Which is not to say, however that current expend-
-itures did not increase quite substantially during the 
period too. 

O o 
In 1957/5'S and 5^/59 there aas an excess of revenue 

over expenditure of 17-5 million and ..11. ' million respect-
ively. These excesses, however, were used in part as 
contributions toward a reduction of past Government liabil-
ities as well as towards increasing the government's assets 
hence, the resultant financial gap. 





Beard (and, one trust suppose, fron similar semi-autonomous 

agencies such as the Harbours and Railways administration) 

and subsequently from the public through the sale of govern-

-Kent stocks and bonds (absorbed by the public and the 

banking systen) and Treasury bills (absorbed almost totally 

by the Banking system and, principally, the Bank of Ghana). 

The impact which these methods of borrowing had upon the 

country's banking system (and by implication upon the 

economy in general) can be best seen, perhaps, by reference 

to Table IP, which shows not only that credit extended to 

the public expanded most dramatically during the period, 

but also that credit extended by the Banking system to the 

Government expanded at an even greater rate: in addition 

to which, the. net balance of foreign exchange of the total 

banking system had by 1965 become negative. 

ITo picture of Ghana's economic performance between 

1957 and 1966 would be complete, however, without some 

brief discussion of its balance of payments position during 

these years. This now becomes our next task. 

B-.L/..I-ICE CF ^TMBUTS 

Ghana's visible balance of Tr-nde between 1956 and 

I765 is indicated in Chart From this chart it can be 

seen that in all years except 1957/58 -1959, Ghana had an 

adverse balance in visible trade on current account. This 

adverse merchandise balance resulted, principally it is 

suggested, from two main sources. First, a. decline in the 

country's receipts of foreign exchange from the sale of cocoa 

in world markets where the world price per ton dropped fro: 

a high of 845 in 1957/53 to a low of '332 in current prices 

in 1964/65. .i-..nd, second, from the continuously rising total 

import bill, particularly for equipment, machinery and 

general spare-parts, necessitated by the capital - inten-

s i v e industrialisation programme and mechanised agriculture 







established in Ghana by the Central Government after 1961/ 

62. The remainder, and a large portion at that, of the 

deficits on current account originated in negative net 

invisibles which rose from .44.6 million in 1>57 to #£1.0 

million in ±>65. Besides continuously rising negative 

net investment income - surely the best indication of the 

manner in -"Siich Ghana drew down its reserve balances - from 

14.4 million to 7.3 million, these negative net invisibles 

included (1) rising private transfers (an indication perhaps 

of profit repatriation) from .5.3 million in 1957 to ;;1" 

•million in 1 9 6 5 , ( } net declines in travel balances and 

(3) a continuously increasing negative balance on freight 

and merchandise insurance. All of which attests, it can be 

supposed, to a Ghana which after 1957, and particularly 

after 1965 when its exchange reserves were totally depleted, 

77as (I) beginning to live beyond its means, ("•) continuously 

faced with heavy expenditures for intermediary products to 

keep its newly developed industrial (and partly perhaps its 

agricultural) base running but not running sufficiently well, 

it must be added, to enable it to substitute any resultant 

savings toward payment for these intermediary product 

imports, (3) faced with an ever increasing burden to repay 

capital and interest on suppliers' credits previously 

extended and (4) in general, favoured by a malaise of debt 

which the country's productivity in traditional areas 

(admittedly, partially as a result of the capricious nature 

of world cocoa markets) was not able to sustain. 

The manner in which Ghana's balance on current anc 

capital account deteriorated, is detailed in Table 13 which 

shows, most interestingly, that although current deficits 

in all years save 195® (when there was a surplus) were 

financed partially out of changes in private and public 







capital, for the : .ost part, these deficits were handled 

through drawings against past reserves which, in total, 

diminished by some ,-4lO.4 million. 

Within the context of Ghana's balance of payments 

position 1957-1966, it is interesting to speculate what 

might have happened had there not been a coup and thus, no 

new government to suspend, and later reschedule all payments 

on medium and long term suppliers' credits. While inform-

-ation in this area is not as detailed perhaps as one might 

hope, such information as is available J supports the 

contention that the result would have been catastrophic for 

by 1966 Ghana had, as is indicated in Table 1§, assumed 

repayment obligations under suppliers' credits from 1966 

of at least ,;4 ' 9 million: .. 3&4 million of which was in 

repayment of principal and '55 million of which was in 

the form of interest payments. 

The projected repayments obligations as of 1966 

are interesting in two main respects. First, had it been 

possible to make repayments as and when specified and for 

amounts committed and assuming that Ghana's receipts on 

current account did not differ substantially in pattern 

from the years 1957-1966 then between 1967 (say) and 1977, 

repayments on past suppliers' credits (i.e.,servicing of 

existing suppliers' credit debts) would have absorbed appro:: 

-imately "5 percent of total exchange receipts in 1967, 

o 
1 am very much indebted to Mr.Mireku of the Bank 

of Ghana especially, as well as the Bank's Research staff, w"' 
provided me with detailed breakdowns of Ghana known debt, 
total-amortisation and interest payments on suppliers' 
credits as of November 1966. The charts Mr. Mir elm supplied 
indicated payments on principal and interest for Western and 
Eastern countries through 1930. These were used in the 
preparation of Table 15, 
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percent in 1363, 0 percent in 1969, 16 percent in 1970 

and corresponding increments until 1977 by which time the 

debt burden on this account would have been reduced to the 

still not insignificant amount of approximately 1 percent 

to total receipts. Second, if in addition to repayments 

contractedunder suppliers 1 credits, Ghana's other loan 

repayments - which by 1966 amounted" to approximately $1 5~ 

ll^C million - had been repaid during the same period (or 

had even a portion of these been repaid during this time) 

then the servicing of the total of past debts would have 

absorbed a correspondingly higher percentage of the country's 

total exchange reserves, perhaps, as high, for example, as 

6 or 7 percent in 1963 and 4-5 percent in 1977. Further-

-more, since Ghana's exchange reserves had been depleted by 

1966 all these payments, it must be assumed, would have ha'-d 

to come from current receipts or from additional foreign 

borrowings, which situation would place any government in 

a very difficult position since not only had imports been 

allowed to expand rapidly between 1957 and 1966, but it is 

unlikely that the trend could have been much reverted between 

1967 and 1977 for the simple reason that much of the expan-

s i o n of imports had been in the form of supplies of raw 

materials or spare parts all of which v/ere necessary for 

the operation of the industries set up under the suppliers' 

credits. Consequently, by committing itself to the use of 

suppliers' credit financing of industrialisation, the Govern-

-ment between 1957-66 not only committed itself to a heavy 

burden of future debt but unwittingly, perhaps, simultan-

-eously committed itself to a higher total import bill which 

given its exchange earnings could not, it is to be spec-

ulated, be maintained. 

One final point in the above context which deserves 
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brief cogent at this stage is that not only did the Ghana 

Government commit itself to an unrealistically high debt-

service burden but that, through the methods it used to 

finance its industrialisation, it bought its industries at 

a very high price, much higher perhaps than might have 

been necessary. This is so because over the ten years 

1967-1977 the Government agreed to pay approximately ;4-7 

million out in interest to Western suppliers and >3 million 

in interest to Eastern suppliers. .. little simple arith-

metic soon shows that, in other words, the government agree 

to pay effective rates of 16 percent and 10 percent respect-

i v e l y for its stoney; not it can be argued, a particularly 

low rate, nor, it might be added, one which conformed to 

the nominal r,<.f percent -5 percent rates rentioned in most 

protocols and contracts when these were signed in 1961/6 .. 

BMFLGYXjgffff ¥ XiZif^ 

Uo review of the indicators of economic performance 

in Ghana between 1957 and 1966 would be complete without 

some brief mention being made of employment and wage trends 

. ? t.. . , 1 
The difference between stated and effective interest, 

rate in this context is most confusing. The stated annual-
interest rate, for example, on several Eastern Bloc credits 
was percent to be repaid over 1 years. The effective 
total interest cost of these loans to Ghana, however, was 
approximately million on a debt of approximately $80 
million which on a percentage basis works out at 10 p e r c e n t , 
Similarly, stated interest rates on most Western suppliers' 
credits contracts ranged from 4-5 percent again, however, 
effective total interest costs were approximately $48 mil* 
-lion on a debt of approximately $300+ million or approx-
imately 16 percent. In part this discrepancy can be e x -
-plained by the simple fact that interest rates were based 
(l) on the total cost of the project and not it appears on 
the declining balance yet ( ) interest costs were carried 
at an annual average rate rather than cumulatively totalled. 

^Data on employment in Ghana during the period is not 
as complete or as detailed as perhaps might be wished. This 
arises from the fact that (I) much employment is of a temp-
-orary nature and hence not recorded (stewards, itinerant 
farmers etc.) (.",) there is much disguished unemployment ame" 
owner-occupiers of small farms or lands (3) there is trend 









during the period. Such data as does exist in this area 

records ei /oloyment over time only Tor establishments with 

•more than 1"' employees and details of this are presented 
6 in Table 1 5 . Gome details of total employment were 

7 

given, however, in the 19 60 Census and, as of that time, 

indications were that out of a total population of 6.7 

million approximately . 5 million were employed out of a 

potential labour force of 3.7 million (i.e. those people 

15 years of age and over). Since 1960, however, no further 

attempts have been made to collect further data on total 

employment. 

Pro;. Table 15 it will be observed that, although 

total employment among reporting establishments appears to 

have increased rapidly since l>6l all this increase too": 

nla.ce within the public sector, private sector employment 

showing a significant decline from. 133,000 in 1961 to 1" 6 , 9 

in 1 9 6 5 . The increase in public sector employment was, 

perhaps, a natural consequence of the growing activities 

of the Central Government in agriculture, infrastructure, 

and industry, however, it is questionable how much of this 

employment increase fulfilled a direct demand for manpower 

and how much merely resulted from overstaffing and direct 

to categorise employment -mithin the shifting peasant agric-
ulture section and (4) the resources of the government for 
collecting such data, in the past, have- been most limited. 
Such employment data as has been collected by the Central 
Bureau of Statistics results from returns sent in by enter-
---prises employing more than ten persons. These returns ar< 
not always complete. 

6 
These data go bach, in the fort', presented, only as 

far as 1 9 6 1 when, after the 1961" Census.a reporting system 
to set up under which Li 120 fines' sent data on employment 
to the Central Bureau of Statist! 

' 7 S e e C e n s u s 1 3 6 T and Economic Survey • 1 9 6 1 ( ccr< 
government .'rinting Office;. 
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attempts on the Government's part to create employment for 
t P 

its loyal supporters. 

Information on wage rates (in a primarily none wage 

oriented economy) is even more scanty than it is on employ-

-ment. Such as it is, it is presented in Table 16, and as 

can be seen from the Table, no significant trend appears 

to have developed (as did with employment ) between 1963-65 • 

7"' Hi C €1N6 ESS 10 N from what has been said so far it must 

by now have become quite obvious that Ghana's econoizic per-

-formance between. 1957-1966 in no way matched up with the 

ezpectatations held for it by the Central Government and, 

particularly, those officials held responsible for the pre-

-paration of the country's various develop".ent plans. It 

should by now also have become obvious that the main causes 

for Ghana's poor performance were (l) that far too great a 

reliance, particularly after 196l, was placed upon industrial 

-sation, with tie conse .uences that resources more usefully el 

-where in the economy were directed to this sector and ( ) th 

the methods whereby Ghana financed its growing industrial bas 

-- again, particularly after 196C/6I - were inappropriate 

considering its ability to meet future payments. 

"It appears that there was, in fact, much overstaffing 
and consequently under-employment of personnel. The number 
of Ministries and Specialised agencies tripled between 1957" 
1966 and special attempts were made (through, for emample, 
the Young mioneers and Workers Brigade) to provide employment 
for the party faithful. 








