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Economics 

(ABSTRACT) 

The primary purpose of this thesis is to discuss the 

protectionist policy of the first Republic of Ghana 

(1957-66). In particular it 

performance of the key~ sectors of 

attempts to evaluate the 

the economy under the 

policy using empirical and statistical data for the period 

and shortly thereafter. Such discussion is of paramount 

importance since it provides an insight into what future 

developmental and growth strategy needs to be adopted for 

Ghana. 

While avoiding the social, political and ideological 

discussions of the policy, the thesis 

into the political atmosphere at 

provides an insight 

the time and the 

ideological inclinations of the Leaders. 

The thesis begins by looking at the salient features of 

the economy of Ghana before independence. It then gives a 

brief background of protectionism in Ghana and 



the philosophy that led to its adoption. How the policy 

was implemented is also discussed. 

A theoretical background of the effects of protection 

and a sector by sector analysis and evaluation of the 

effects of protectionism in Ghana forms the substance of 

the thesis. 

While the 

government of 

attempt is made 

focus of 

Ghana and 

to look 

discussion is on the first 

its protectionist policy, an 

at subsequent governments and 

their deviation, if any, from protectionism. 

An assessment of the policy arrived at the conclusion 

that while the leaders had been nationalistic about the 

policy, their adoption and implementation of the policy 

was nothing less than an economic blunder. 
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I. INTRODUCTION 

Purpose and Scope of Study 

Like many developing countries, Ghana pursued a 

vigorous policy of protectionism from 1957-66. 

Protectionism, unlike free trade, is used to denote a 

policy of encouraging native industries by the use of 

subsidies or by the imposition of higher duties on 

imports. Many proponents of the infant industry argument 

voiced their reasons as to the need to for protectionism 

shelter local industries from foreign competition. 

of tariffs and subsidies were proposed to 

More often than not, these forms of 

Various forms 

meet this end. 

protection led, not only to distortions in the commodity 

market, but in factor markets as well. The policy of 

protection in Ghana resulted from the interplay of various 

political, ideological, social and economic factors. 

This thesis limits itself to the economic examination 

of the policy of protectionism from 1957-66. It attempts 

to evaluate the policy by looking at the various economic 

facts and statistical factors. The thesis attempts to 

avoid ideological and political considerations and, 

instead, solely evaluates the economic benefits and costs 

resulting from the protectionist policy. 

1 
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Ghana Before Independence 

Ghana became independent on March 6, 1957. Until then 

it was a British colony and was known as the Gold Coast. 

By 1961 Ghana still bore the mark of colonialization. Its 

land area had been permanently demarcated at 92,000 square 

miles and the population was only six million. 

Essentially a rural economy, more than half of Ghana's GDP 

originated from agriculture. Its economy was open and 

heavily dependent on international trade. Hence, it was 

highly vulnerable to world price changes and more so 

because cocoa, the main export, provided about seventy 

percent of total foreign exchange earnings. Tariffs were 

generally low and most capital and consumer goods had to 

be imported. Shortages were, however, virtually unknown. 

Traditional labor-intensive production techniques 

existed hand-in-hand with modern, capital intensive 

techniques in fishing, agriculture, mining, construction, 

manufacturing and trade. High rates of economic growth 

were recorded in the late nineteen fifties. A fast 

expansion of capital stock was recorded. Gross savings 

and investment were averaging about eighteen percent of 

GDP in 1958-60. By 1960 gross investment increased to 

twenty percent of GDP. Szereszewski estimated that the 
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total capital stock increased by 

percent between 1955 and 1960. 

at least forty-nine 

This resulted in 

substantial increases in the ratio of capital to current 

output.1 

A large accumulation of unutilized savings in the form 

of foreign exchange reserves existed. This was equivalent 

to 129 percent of imports and 174 percent of gross capital 

formation and twenty-one percent of the country's entire 

stock of purchased capital assists in 1960. Gross capital 

stock per capita rose by thirty-two percent between 1955 

and 1960. However, availability of skilled manpower did 

not keep pace with the rate of expansion of capital stock. 

Incremental capital output ratio for net investments was 

3.85.2 Minerals such as gold, bauxite, manganese, and 

diamonds existed in commercial quantities with timber and 

hydro resources and offered a basis for an economic 

advancement. 

1 Szereszewski, 1966, Table 8.4, pg 192 212. 

2 Ibid, 1966, Table 8.4, pg 203. 
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In the eyes of the world and Black Africa, therefore, 

Ghana had ample economic future and hope after 

independence. With the resources available and the 

economic progress made thus far, and given the 

administrative and managerial skills, all that was needed 

was a proper atmosphere and policy to continue the 

economic development and growth. 

The leaders saw protectionism as a policy strategy that 

was to bring progress and economic growth. Thus, all 

energy and efforts were directed toward protectionism and 

what it had to offer. 

Brief Background of Protectionism in Ghana 

The idea of using protectionism as a developmental and 

growth strategy abounded in most less developed countries 

(LDC's) especially Ghana after independence. Like 

mercantilism and laissez-faire, protectionism in Ghana 

arose as an offspring of beliefs, sentiments and 

conditions that persisted after the fight for independence 

in 1957. Economic independence was pursued as a policy to 

maintain the hard won political freedom. Neo-colonialism, 

"the granting of nominal political independence while 
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maintaining economic enslavement,"3 was abhorred and 

detested. The exaltation of one's national aspirations 

came as a consequence of a drive for total severance from 

colonialism. To a loyal citizen, the promotion of native 

industry and economic interest was more of a duty almost 

as imperative as the defense of territorial integrity. 

Protectionism was thus a side of national sentiment 

influenced by this special bias, and adopted as such. 

The husbanding of national resources, or the 

maintenance of certain industries that would disappear 

under free trade, were in no way believed to be mainly 

economic. They belonged to those higher national values 

that the mere economist was supposed to neglect. 

As J. s. Mills admitted: 

"Protectionists often reason extremely ill, but it 
is an injustice to them to suppose that their 
protectionist creed rests on nothing superior to an 
economic blunder; many of them have been led to it 
much more by consideration for the higher i2terests 
of humanity than by purely economic reason." 

Thus stated, protectionism in Ghana rested on ideals other 

than economics; ideals such as the quest for 

3 Patrice Lumumba in "Lumumba Speaks" The Speeches 
and Writing of Patrice Lumumba 1958-61, pg 60. 

4 J. s. Mills Principles of Economics Book V, Chapter 
10. 
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self-determination, anti-imperialism, and pan-africanism 

which far transcended economic motives. 

Economic factors, however, cannot be ruled out in the 

inclusion of protectionism in policy outlines. Among 

other things, the seven year development plan (1963-1969) 

and other subsequent development plans in Ghana all 

emphasized the need to industrialize. Industrialization 

was seen as an engine of growth and a synonym for 

development. The need, therefore, to manufacture products 

which many times did not match the quality of often 

cheaper imported substitutes compelled the government to 

impose restrictions on the imported goods. These 

restrictions took the form of quotas and tariffs. Thus, 

unlike many developed nations where protectionism was used 

as a method to salvage industries from industrial and 

economic depression, protection in Ghana was actually 

applied as an economic force with a political motive to 

establish, nurture and control vital industries. This was 

regarded as an aspect of state socialism. To wit: "The 

proper attitude of government towards the industrial 

development of a nation. 11 5 

5 w . • D. Lewis, art, protection. "Chamber's 
Encyclopedia" vol 8, pg 444. 
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It can be said that in Ghana, protectionism was adopted 

as an assassination plan against colonialism. It, 

however, yielded the dividend of raising, sustaining, and 

maintaining feeble, inefficient, unproductive and 

otherwise incapable industries. 

The Philosophy 

Kwame Nkrumah, the first president of Ghana, and his 

government (1957-66) initiated and implemented 

protectionism under the banner of his socialist philosophy 

and ideals. Protectionism was to be a means for 

bolstering economic independence; a foundation for 

economic emancipation. According to Nkrumah, 

"The aim of our economic development is to make 
Ghana free of alien control of its economy and thus 
support our ~olitical independence with economic 
independence." 

He added; 

"We have emancipated ourselves politically and now 
we have to shake off the economic monopoly that was 
the objective of foreign political control. This is 
the crux of our econ9mic policy and the essential 
heat of our endeavor." 

It was also to be a foundation for modernization, 

6 Nkrumah, CPP, 1962 para 72, pg 48. 

7 Ibid., 1963. 
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industrialization and transformation of the economy from 

single export dependency. He reiterated; 

"Modernization implies industrialization which 
entails at least a partial closing of the economy, 
as protection from foreign competition. This in 
turn promotes greater econom~c independence by 
reducing reliance upon imports." 

Nkrumah also maintained that, 

"The vicious circle of poverty which keeps us in our 
rut of impoverishment, can ~nly be broken by a 
massively planned undertaking." 

In effect, protectionism was to be a revolutionary weapon 

for ushering in an interventionist policy, ostensibly 

calculated to make the economy dependent on the government 

and government policy much in line with the socialist 

ideology, for to Nkrumah, 

"Government interference in all matters affecting 
economic growth in less developed yguntries is today 
a universally accepted principle." 

Whether this route taken by the government was a prudent 

developmental/growth strategy is a matter of opinion. 

However, as the evidence presented in this thesis will 

8 Eisenstadt (1963, 64), Apter 
close interconnection between 
modernization and urbanization. 

(1971) stressed the 
industrialization, 

9 Nkrumah in "Seven Years Development Plan" 1963 pg 9. 

10 Nkrumah, 1963, pg 109. 
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show: instead of growth, there was stagnation; instead of 

stable prices there was inflation; instead of efficiency 

and high productivity, there was inefficiency and low 

productivity; and, corruption was the rule. If there were 

any economic gains derived from the protectionist policy, 

they were ephemeral and whatever economic reason given for 

enacting them was ill conceived. Hence, one need not look 

further to see the great disparity between what was 

promised and what was achieved. 



II. PROTECTIONISM AS A POLICY INSTRUMENT 

Stated Objectives 

Nkrumah's protectionist policy took the form of 

import-licensing, controls, quotas, tariffs and/or total 

bans. A Bank of Ghana memorandum in 1961 gave a 

comprehensive set of objectives for protectionism. 

included; 

These 

"To bring about a balance between total imports and 
total exports of goods as a means of halting the 
drain on the reserves." 

"To regulate the flow of imports 
with a view to excluding the 
non-essentials." 

Others were: 

into the country 
importation of 

"To increase the volume of imports from socialist 
countries with which Ghana had a bilateral trade and 
payments agreement." 

"To discourage the importation of ceIIain goods 
which were or could be produced locally." 

The announcement in 1961 that the "Open General 

Licenses" (unrestricted import licenses) or OGL's would 

not be renewed for subsequent years marked a strategic and 

drastic change in government policy. The systematic 

control was to be further used for the purpose of 

11 Annual Report, Bank of Ghana 1961-62 pg 5-32. 

10 
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transferring foreign exchange, import and export capacity 

as well as industrial productive capacity from the private 

to the public sector. For example the 1966 foreign 

exchange budget allocated more than seventy-four percent 

of the total imports to the state sector. This was 

equivalent to a transfer of forty-seven percent of the 

private sector's anticipated exchange receipts.12 The 

stated objectives of the centrally controlling planners 

were: 1) To protect the overall balance of payments by 

keeping the total value of imports within the estimated 

availability of foreign exchange to pay for them. Hence, 

Nkrumah stated 

"We shall not 
order to get 
for money. 111 3 
the view; "To 
is "one of the 
ourselves. 11 14 

allow 
into 

The 
save 
most 

our savings to burn down in 
a position where we have to beg 
Minister of Finance also echoed 
a further drain on our reserves" 
important tasks we have set for 

2) To provide an allocation system within the stated 

priorities of the government. The stated priorities 

included, (i) restructuring the composition of imports in 

favor of capital equipment at the expense of non-essential 

12 Budget, Minister of Finance, Statement, 1962. 

13 Nkrumah, "Speech to Businessmen," Feb. 22, 1963. 

14 Budget, Minister of Finance, Ghana, 1965. 
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consumer goods, (iii) transfer of foreign exchange from 

private to public sector, and, (iv) protection of local 

import substituting industries. Thirty-five "essential" 

commodities were identified which were to be imported from 

trade pact countries unless the said countries could not 

supply them. 

3) To create a centrally-directed import-export trade, 

Nkrumah emphasized that: 

"The domestic policy of my government is the 
compler; ownership of the economy by the state •.• " 
so as " ... to keep sufficient control to prevent 
undue exploitation." and also 

"To preserve integrity and sovereignty without 
crippling economic or political tigs to any country, 
block, or system." He continued, 

"Every time we import goods 
manufacture if all conditions were 
continuing our econy~ic dependence 
industrial growth." 

that we could 
available we are 
and delaying our 

4) To limit foreign investors, Nkrumah said, 

"In the 
enterprise 
Ghanaians. 
this sector 

future private small scale personal 
will be exclusively reserved for 
Foreign concerns already established in 

will be allowed to continue operation on 

15 Nkrumah, "National Assembly Debates; Oct. 22, 
1962, Col 2, pg 6. 

16 Nkrumah, "Speech to Businessmen, Feb. 22, 1963. 

17 Ibid, 1963. 
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condition that they do not expand their present 
establishment and scale of operations. 11 18 

5) To socialize the economy - break with the west and 

western idealogy. This, being his main objective, he 

maintained, 

"Socialism because of 
and colonf ~lism is 
progress." 

Medium for Achievement 

Economic Growth, 

the heritage of imperialism 
the system by which Ghana can 

progress modernization, and 

industrialization were to be achieved through import 

licensing, controls, quotas and tariffs as well as total 

ban. Until 1961 the "Open General License" was issued to 

importers to cover a range of items such as sugar, 

petroleum products, cars, textiles, explosives, etc., from 

any country or group of countries that were competitive. 

As its name indicates this type of license was 

unrestricted. It was abolished in 1962. 

The quota license (QL) was issued to permit the 

importation of a whole range of commodities excluding 

sugar, petroleum products, gold, explosives and real silk, 

18 Nkrumah in Friedland & Rosberg, pg 98. 

19 Ibid., CPP. 
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cinema, films, etc. without regard to quantity. Certain 

countries were exempted by the (QL) where the said goods 

could be imported. These included Albania, Bulgaria, 

Czechoslovakia, East Germany, French Somalia Coast, 

Hungary, Lebanon, Poland, Romania, Sudan, Syria, USSR and 

Yugoslavia. Specific Import Licenses were required for 

the importation of all goods not authorized under either 

OGL or QL. 

Customs duty was increased from five to forty percent 

to cover a whole range of commodities. 

was virtually zero with regards to 

However, this duty 

capital equipment, 

materials for construction, and mining and manufacturing 

services. These categories formed the bulwark of imports 

by end-use in 1960-61. The share of these imports was 

38.2% in 1960 out of gross imports of 129.6 million pounds 

sterling and 37.7% in 1961 out of gross imports of 142.8 

million pounds sterling.20 

Customs duty, as a share of government revenue, went up 

from 16.1 million pounds sterling in 1958-59 to 33.7 

million in 1962-63. This amounts to nearly 

of total government reserve for the 

forty percent 

period (See 

20 Handbook of Commerce and Industry, 1961, pg 3-15. 
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Chart I).21 At the same time there were total bans on 

certain items such as automobiles from the United States, 

certain textiles, explosives, liquor, plants and animals, 

etc. 
CHllT 1 

Central Government Revenue (1) ... 1951-59 to 1962-63 . ..-------------------------------..... 
• 

• 
JI 

• 
• 
... ,,.. .. .... •• ... ... . ... ... . .. ... 
(1) Bxcluding Voluntarr Contribution• 
sources Ghana leonoaic Surver, 1963. 

21 Ibid., 1. 



III. ECONOMIC EFFECTS OF PROTECTIONISM 

Theoretical Effects 

The diagram below shows a demand and supply schedule of 

a country. The imposition of a tariff and its attendant 

effects are outlined. 

Pric 

Supply 

p+ t2 E 

p+ ti F 

p 
I 

I 
I emand 
I 

I 
I 

0 Qi Q2 QJ Q4 Qs Quantity 

Before Tariff, price is P, quantity consumed is OQS, 

quantity produced equals OQl, and quantity imported 

amounts to Ql QS. 

After Tariff tl, price becomes P + tl, consumption 

decreases to OQ4, production increases to OQ2, while 

16 
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imports decrease to Q2Q4. 

After Higher Tariff t2, price then increases to p + t2 

and consumption decreases to OQ3, meanwhile production 

increases to OQ3, and imports become zero: t2 is an 

example of prohibitive tariff. 

Cost of Protection: 

With tariff tl; 

a. 

b. 

Loss in consumer surplus 

directly borne by consumer. 

Part of consumer surplus 

of FKDG, ie. 

that goes to 

government inform of tariff revenue = JHKL. 

c. Part that goes to producers in the form of 

increase in producer surplus = GIHF. 

Triangles IJH and KLD are unaccounted for and together 

these two triangles measure the cost of protection to 

society as a whole. 

Triangle IJH is a measure of the production cost of 

protection. If the country had imported Q1Q2 of the good, 

instead of producing at home, the cost would have been 

Q1Q2JI. When the country chose to produce the goods 

domestically the cost was Q1Q2HI. Hence IJH represents a 

misallocation of resources brought about by the tariff. 

The reason is that Q1Q2JI resources in the export industry 
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are used to purchase Q1Q2. But Q1Q2HI resources of the 

protected industries are used to produce Q1Q2. 

Triangle KLD measures the consumption cost of the 

protection. A tariff introduces distortion in 

consumption. Value to the international producer of a 

unit of the good will be lower than the value to the 

domestic consumer. A tariff imposed on the good will 

raise its price relative to price of other goods, giving 

rise to distortion of consumption. The size of the 

consumption cost of the protective tariff is measured by 

KLD. 

What can be said about the imposition of high tariff in 

Ghana is either the administration ignored these effects 

or were simply not aware of them. These net effects thus 

manifested themselves in an exacting way in every facet of 

the Ghanaian life. 

Source: Bo Sodersten. International Economics, 
Chapter 13. 
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The Effects on Ghana 

Ghana, before independence in 1957 was the spotlight of 

Black Africa. It had quite a record of economic growth 

and solvency. It had a bulwark of administrative 

machinery and intellectuals, an able civil service, an 

efficient market system and a cross-section of 

infrastructure. In fact, the people enjoyed one of the 

highest standards of living in Africa. By 1966, almost 

all these had been lost. Unemployment and under-

employment was high, inflation was staggering and rampant; 

foreign exchange reserves were depleted; food production 

was low; industrial plants and mechanized large scale 

farms were producing less than 10 percent of their 

capacity while others were idle. Low morale, corruption 

among administrators, kleptocracy, inefficiency and brute 

display of power were the order of the day. While many a 

reason can be offered for the dismal state of affairs, 

the real culprit is none other than the rather misguided 

and executed policy of Protectionism since it entailed a 

complete control of the economy by the government, with 

its attendant problems and inefficiency. An examination 

of the micro effects on the economy, not to mention the 

macro effects such as employment, inflation, government 
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income, expenditure on debt, balance of payment, growth, 

and capital formation, will indicate the toll 

protectionism exacted on the economy and people of Ghana. 

Micro Effects: Agriculture and Manufacturing 

Whatever effect that protection bestowed on Ghana was 

initiated mostly at the micro level. The government had 

earmarked a development and growth strategy via protection 

which, by their judgement, would pick up at the 

state-established industrial and agricultural level and be 

catapulted into the macro level, thus bringing about their 

desired objectives.22 However, they were to be 

disappointed. The realization of the effects of 

protection in these industries was drastic. 

Since the various industries which came under the 

banner of the State Industrial Corporations (SIC), which 

was a brainchild of protectionism, were established and 

operated in similar fashion, a mention of the conditions 

that existed in one entails a mention for all. By 1966, 

much in the line with the policy, fifty-three state 

enterprises, twelve joint state/private enterprises and 

22 See Aims of 7 Year Development Plan, Government 
Publication, 1963. 
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twenty-three public boards were established and formally 

recorded.23 

The Industrial Development Corporation (IDC) and the 

State Enterprises Secretariat (SEC)24 were charged with 

running the state industries and thus operated these 

enterprises from a central platform. By the end of 1965, 

the state corporations were operating at less than fifty 

percent capacity. Some, like the State Footwear factory, 

were operating at as low as twenty-four percent. The 

Copra Oil Mill was operating at 6.6 percent capacity while 

others like the Asutsuare Sugar factory managed at a mere 

three percent.25 In general Table 1 summarizes the output 

of the industries in Ghana by ownership. 

23 Auditor General's Report, 1966, pg. 1, et al. 

24 The IDC was replaced by SEC in 1964. 

25 Ministry of Finance and Planning, Data by David 
Forsyth Bartels, 1970, Appendix I. 
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Table 1 

Manufacturing Output by Type of ownership, 1962-70 

Type of OWnership Percentage of Gross Output 
1962 1966 1970 

Ghanaian 
Private 13.0 9.7 6.0 
State 11. 8 19.5 15.6 
TOTAL GHANAIAN 24.8 29.2 21. 6 

Mixed 
Private/Foreign 4.8 8.7 20.9 
State/Foreign 7.1 12.7 17.3 
TOTAL MIXED 11.9 21.4 38.2 

Foreign 63.2 48.3 40.2 

Source: Central Bureau of Statistics, Industrial 
Statistics. 

From Table 1 state enterprises performed less well than 

private enterprises in 1962. The apparent output 

increment of the state enterprises in 1966 was due to the 

almost non-existence of the private sector. The low 

performance of the state industries is also depicted in 

the establishment and operation of the State Farms 

Corporation as shown in Table 2. 
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Table 2 

Comparative Performance of Peasants and State Farms 

Peasants State Farms 

No. of Workers (OOO's) 
Area cultivated (000 acres) 
Output (000 tons) 
Yield (tons per acre) 
Labor productivity 

(tons per worker) 
Yields of specific food crops 

(tons per acre) 
Maize 
Rice 
Yams 
Groundnuts 

1791 
6361 
5960 

0.94 

3.33 

0.49 
0.49 
2.63 
0.40 

Sources: 1970 Population Census, Vol.II, 
Census of Agriculture, Vols. I and II; 
Corporation; Rourke, 1973A, Tables 1 and 2. 

18 
49 
10.6 

0.21 

0.59 

0.26 
0.13 
1. 68 
0.18 

1970 Sample 
State Farms 

This poor show of performance by the state farms 

corporation was realized despite the formation of 

"agric-oriented" political wings such as the Workers' 

Brigade, the Young Farmers' League, the United Ghana 

Farmers' Council (UGFC) and the use of mechanized farming 

techniques as well as huge money investments. 

For manufacturing, Odling-Smee examined statistics in 

both the private and public sectors and found that on the 

average, public enterprises attained only fifty-six 

percent of production levels attained in the private 
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sector.26 Steel and Reusse, by using domestic resource 

costs (DRC) criteria, found out that by 1967-68, 67.3 

percent of manufacturing industries, including fishing 

were either net losers of foreign exchange or 

inefficiently operated.27 

Table 3 gives a vivid summary of the performance of 

selected state enterprises which formed the heart of the 

protectionist policy, as depicted by their profitability. 

26 Odling-Smee, "The Public and Private Sectors; 
Accra, May 1972, Table 4. 

27 See Reusse, 1968, pgs 73, 82; Steel, 1972, Table 
VI. 

Note: Ghana Industrial Holdings Corporation (GIHOC) took 
over the responsibility for State Manufacturing 
Enterprises in 1968. 
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TABLE 3 

Prof it and Loss Record of Selected State Enterpri~es 
1964-5 acd 1969-70 

1964-65 196~-70 

------------------------------------------------------------------
GIHOC ENTERPRISES 
1 Fibre bag factory - 318. 8 109.5 
2 State boatyards 8.4 90.4 
3 Brick and tile factory - 18.7 - 31. 3 

' Teoa steelworks - 295.4 - 203.8 
5 State cannery 15.J 548.2 
6 Metal products 24.4 - 67.7 
7 Paper conversion 2.1 123.l 
8 Sugar products-Asutsuare - 983.3 -1526.8 

-Komenda - 208.5 -1212.5 
9 Cocoa products, Takoradi - 506.6 1039.4 
10 Paintworks 117.9 246.3 
11 Vegetable oil mills - 323.8 - 208.5 
12 Marble works U.6 - 40.3 
13 State distillery 953.4 857.5 
14 Electronic products 29.8 100.3 
15 SU3TOTAL (net, in thousands 

of cedis) -1479.0 - 176.0 

PUBLIC CO~PORATICNS 
16 ttational Trading Corp. 65U.5 2668.0 
17 State Far~s Corp. -12,732.5 -1361.0 
18 State Fishing Corp. - 239.5 - 338.J 
19 Stlte Con~tructicn Corp. 353.9 - 614.7 
20 State Geld H'(!}ing Corp. -2689.2 -6754.1 
21 State Hotels and Tourist Corp. - 137.4 51.S 
22 Ghana Airuays -3573.2 -2857.4 
23 Food Marketing Corp. - 133.6 - 237.9 
24 SUOTOTAL (net, iteos 16 . thru 23) -12,637.0 -9443. 9 

CRANO TOTAL -14,116.0 -9619.9 

Source: Auditor General, Annual Reports, (various issues.) 
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In general the improvement of the 

1969-70 over 1964-65 is the result 

policy of the new government. 

State's Enterprise in 

of the liberalization 

While data on relative productivities, unit costs, and 

balance of payment effects all substantiate the poor 

comparative performance of state enterprises, one would 

ask whether they were establishments, made for economic 

reasons. Since economic independence was the motive of 

the protectionist policy which necessitated the birth of 

the state enterprises, one can say their establishment and 

operation were economically inspired. But, these 

enterprises were saddled with numerous problems which made 

them perform poorly. 

The poor performance of the State Enterprise can be 

traced to (a) the economic atmosphere where despite the 

numerous controls there was no definite decision-making 

body at the industrial and local levels; (b) political 

interference where location, hiring and general 

administration of the state enterprises were politically 

inspired and effected (c) corruption, lack of proper 

accountability, bribery and embezzlement; (d) shortages of 

technical skills where the rapid establishment of State 

corporations and the Ghanianization of them created a need 
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for technical skills. More so, unskilled party loyalties 

were forced on management leading to over manning; and 

finally (e) extravagance or lack of "prudent investor" 

cost. Thus the policy created the situation which gave 

birth to these conditions and finally showed up in the 

poor performance of the various state sectors.28 

28 See Killick Tony, Development Economics in Action, 
pg 217-253. 



TABLE 4 

• 
Ghana: lecorded Eaployaent 1957-1966 

f ubllc Sector 
-----------------------,----------------------------------------------------1957-60 1961 1962 1961 196t 1965 

Agric~lture, foreatrr, D.a. tl.t ll.l t0.2 tt.2 C7.9 
Fhbing 

Kioing and Quarrriog D.a. lt.2 lC.5 lC.I 12.l 12.l 
Kanuf acturing •••• ••• '·' 5.6 l.l 6.J tJ 

Cooatruction J,.9 39.0 39.l •••• t2.6· 00 D.a. 
Electricitr, Vater, •••• 15.t 15.t lt.9 lt.t lt.O 

Sanitatio1 
Coaaerce •••• 2.5 C.2 5.5 6.1 6.5 
Transport, Storage, D.a. 2t.5 27.t 27.l 20.1 2C.1 

Couunicatioo1 
SerYic•• n.a. 72.t 71.t 97., 97.6 100.6 
----------------------------------~-----~----------------------------------TOTAL: ·211.1 221.l 2C5.l 2Cl.1 25C.l 



TABLE 4 (Continued) 

Prhate Sector 
----------------------------------------------------------------------------
lgriculture, ror11tr1. D.a. '·' 5.J 5.1 6.l C.2 

Fishing 
Mining an4 Quarrying D.a. lC.J u.o lC.t lC.9 U.2 
Manufacturing n.a. 2C.6 2J.O 25.0 26.t 2C.O 
Construction a.a. 26.C 2 .2 11.t 19.9 11.5 
Electricity, later, a.a. O.l O.l 

Sanitation 
Couerc1 a.a. l5.2 29.0 JO.O ll.O 25.9 
Tranaport, Storage, D.a. 9.0 4.J 5.J 5.9 C.l "' \0 

Coaauicationa 
Service• D.a. 21.5 2 .I 2l.O 21.0 16.1 
----------------------------------------~----------------------------------TOTAL: lll.1 199.9 12J.O lll.t 106.t 



TABLE 4 (Continued) 

Tot ala 
-------~--------------------------------------------------------------------
Agriculture, foreatrr, 1.a. tl.O t2.2 t6.0 50.5 52.1 

Fiabing 
Hining and Quarrri1g D.a. 21.5 21.6 29.l 21.2 25.9 
Manufacturing 1.a. 29.l 21.1 ll.t lt.2 JO.l 
Cons t_ruct 101 D.a. 61.l 61.2 51.l 6t.l 61.1 
Electricity, Vater, 1.a. 15.1 15.1 lt.t lt.t lt.O 

Sanitation 
Couerce D.a. ll.l ll.t lt.l U.I 12.t 
Transport, Storage, 1.a. ll.5 ll.1 l2.6 26.l 21.t 

Co11aunication1 
Sertice1 D.1. tl.9 99.2 120. l 111.6 lll.t 
----------------------------------------------------------------------------TOTAL: l56.2 ltl.2 l61.1 llt.1 161.6 

Source: Econoaic Surter (Central Bureau of Statiatic1: lccra)tarioua i11ue1. 
• Employaent in 11tabli1baent1 eaploying aore tban 10 peraona 

w 
0 
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Employment, Structure and Wages 

While data for employment is not available for 

(1957-60), the period from 1961 to 1965 saw a systematic 

increase of employment in the public sector, from 211,800 

in 1961 to 254,700 in 1965 (see Table 4). In percentages 

these increases amounted to 0.04 (1962), 0.11 (1963), 

0.008 (1964), and 0.03 in (1965.) 

The private sector, however, saw a decline in 

employment. The decline was from 138,100 in 1961 to 

106,900 in 1965, (i.e. from 0.44 percent in 1961 to 0.19 

in 1965). From the table it can be observed that despite 

the fact that total employment appeared to have increased 

significantly from 356,200 in 1961 to 361,600 in 1965, the 

increase took place in the public sector. This is the 

result of the central government's increased activities in 

agriculture, forestry, fishing and construction. However, 

it is debateable whether this increment was due to demand 

for manpower in these areas or a consequence of political 

demands for overstaf f ing and satisfaction of political 

loyalties and their cronies. Thus despite what seems like 

an increase in employment only 1.5 million were employed 

out of the potential labor force of 3.7 million (ages 15 
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years and older).29 Also despite the promise of "jobs for 

the veranda boys" less than fifty percent were employed by 

the end of 1965.30 

It is almost impossible to obtain any information on 

primary self-employed economies with regard to wages and 

wage structure and, hence, they have been excluded. 

However, the wage and wage structure obtained and recorded 

for 1963-65 for all sectors presented no pattern (see 

Table 5.) For example, while only electricity exhibited 

positive wage changes in 1963-64 this was entirely a 

result of the public sector. And also while a positive 

wage change of 7.9 percent was recorded for agriculture 

(1963-64) in the private sector, there was a negative wage 

change (-2.8%) for the same industry in the public sector. 

In 1964-65, however, wage changes were -8.5 percent for 

transport and 6.4 percent for electricity in the public 

sector while for the same period wages dropped 4.6 percent 

29 1960 Population Census, Census 
Survey, Accra, Government Printing Office. 

and Economic 

30 This was the term used for the lower level 
loyalties of the CPP Party. It seems that this might have 
been a case of redundance or underemployment. The 
emergence of Ministries and specialized agencies increased 
threefold between 1957 and 1966 as special attempts were 
made (Via for eg, Workers Brigade, Young Pioneer, etc.) to 
provide employment for party loyalties. 
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for agriculture. This indicates an erratic and often 

unstructured wage system. That wage change was positive 

for electricity for the two periods is the effect of 

strikes and threats of strike and sabotage. Wages in the 

private sector exhibited positive changes for the same 

period became those that were in it performed 

efficiently. 



TABLE 5 

Changes in Average Kontbly Earnings Per.Eaployee in 
.£stabliahaenta Eaploying Kore Than 10 Persona 1961-65 

(Percent Cbuge) lll Sectors Private Enterprise Public lutborities 
----------------~-----~---~---~-~----------~--------------------------~--

19&- -· 196 ·6 196 _, 1965-64 196'-63 1965-6, -
lLL INDUSTRIES -1.5 2.1 -1.1 l.4 -1.1 1.7 
Agriculture -1.2 l.1 1.9 4.6 -2.a 2.1 
lliniDg - 6.9 -l.O 11.0 2.9 -6.7 
Kanuf acturing -1.9 9.4 -1.9 9.5 -2.2 ••• Construction -4.4 1.9 -5.1 J.O -4.5 1.4 
Elec:tricitJ 1.1 6.4 - - 1.1 6.4 
Couerce - -6.C 4.9 -1.2 -19.9 1.9 
Trana port 2.6 0.5 2.5 5.l l.O -1.5 
s .. rvic11 - -o.c 1.1 1.9 0.2 -1.0 

Source: Eeonoaic Syrvex;1965 Clccra: Central Bureau of Statistica), Table 
75. pg 100. 

w 
~ 
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Inflation 

Table 6 presents the index of the expenditure of 

consumers (1954=100). That there was a rapid increase in 

retail price is obvious. By 1965, the index of local food 

prices had reached 226.4 while imported food hit 160.5. 

This disparity suggests that (a) domestic food production 

had not grown sufficiently enough to cater for the needs 

of the expanded population (b) the local people were being 

coerced into substituting local foods for imported ones 

which were regarded as luxuries. Hence large (57 percent-

see Table 7) expenditure was on local foods. This is also 

manifested by sharp rises in necessities like household 

goods clothing, etc. (c) It depicts the way in which the 

government was financing its development and growth plans, 

namely through deficit financing, thereby putting large 

quantities of money and credit into circulation. 

Thus, by restricting imports and finding itself unable 

to cope with demand and quite short of fulfilling its 

production plans, the government resorted to the printing 

of more money. The net effect is the inflation spiral 

depicted by Chart 2. At the same time money supply 

increased by about 700 percent. One can thus say that the 

inflation spiral was caused by deficit financing which was 
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adopted by a government witnessing shortages that had 

resulted from its policy. 

Table 7 gives a glaring picture that Ghanaians were now 

living near a subsistence level when more than fifty 

percent of their expenditure was on local food. This 

result provides a clear indication of the failure of the 

protectionist policy. 

Chart 2 shows the relation of local food prices to 

other items. While there was a general increase in all 

items, local food prices far outstripped that of other 

items, also showing lack of success of government policy 

and food production. 



TABLE 6 

Average Retail Price Index for Accra (195••100). 

-------------------------------------------------------------------------------Veigbt 1957 1958 1959 1960 1961 1962 1963 196t 1965 

Local Food coo 111.• 111. 7 us.• lU.6 121.6 U3.I U9.0 162.5 226., 
Imported Food 18 100.9 101.6 102.t 101.3 109.1 116., 126.0 lU.I 160.5 
Clothing 121 33.7 101.5 102.• 106.t 117.9 129.7 U0.5 139. 7 223.1 
Drink ' 

Tobacco 61 lU.7 us.a 117.• 111.3 135.9 166.t 191.J 210.6 Ul.J 
Rent 5' lU.l ua.• 121.I 130.0 132.'1 132. 7 U2.7 132. 7 1'1t.9 
Fuel ' Light 50 99.0 97., 95.7 '8.0 10l.1 106.1 101.1 118.t 1U.O 
Service• 101.2 105.J 105.t 112 • ., 119.1 121.l w 
Bouse bold • -..J 

Good a llt 100.'1 99.9 100.t lOJ.6 105.l 112 • ., 12t.7 Ul.7 166.5 
Kiscellaneou1 101.0 105.7 101.0 109.'1 113., 119.6 
lll Itea1 901 lOJ.O 108.1 110. 7 117.7 119.t 129.9 136.0 152.6 195.5 

Source: Economic Surveys, Yarious i11ue1. 
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CHART 2 

CONSUMER PRICE INDICES, GHANA 

...... ... l .. \ ........ . .. .... . ·· .... . ........... . 
.. ·"""1.., ••••• / ,.Food prices nMINe 

.................. to other ..... •••••••• 
1813 

So'l!'ce: C1Dtr1l l'l!'eau of Statiatica · 
1971 



TABLE 1 

Coapc&itial of Printe CmslJl;>tial Expenditure, 1955, 19~5 
at Oinent PriOl!8 (cedis, aillims) 

19SS 1960 1961 1962 196l 19" 1965 

' ' ' ' ' ' ' ' ' ' ' ' ' ' 
Food: lDCal m '3.1 3'6 '1.5 406 '2.0 '52 '5.l SO 49.C 633 51.4 859 57.0 

Imported ll 5.0 a 5.1 60 6.2 62 6.l 55 5.0 62 5.J 51 l.7 
Bever ages and Ttlbacoo 3' 5.t tJ ·5.2 50 5.2 a t.I 55 5.0 SJ •. s '1 l.2 
Clothing ' Other Textiles 106 17.0 117 16.C 161 16.l 137 13.7 127 11.6 111 9.5 180 11.9 
Other tbNturlhle Goods 2t l.9 36 t.l 38 •.o 38 l.9 l8 l.5 l1 2.6 36 2.C 
~able.Goods 2t J.9 26 J.2 JC l.5 26 2.6 l1 2.1 19 1.6 l8 2.5 ~ 

Rent, l\ael ' Light 55 1.9 79 9.5 16 t.O 91 t.2 " '·' 101 l.l 108 l.2 \D 

Tnnsport ml Canmicaticm 26 C.J 38 '·' u C.2 () C.J a ••• SJ C.5 50 l.l 
ltiscellaneous, Others a l.I 79 t.5 19 t.2 " '·' 101 '·' 118 9.9 U2 ••• 
Private CGos\lmpticll 

Dcpenditures 619 100. 812 100. 965 100. 996 100. 1099 100. 1185 100. 1506 100. 

Source: Ceotril Bureau of Statistics 
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Balance of Payments 

A critical view of the balance of payments situation in 

Ghana from the period 1957-66 provides a yardstick for the 

assessment of the protectionist policy for it was the 

precarious position of the balance of payment that offered 

the excuse for the implementation of the policy. 

As indicated by Chart 3, except for years 1957/58, 

Ghana experienced an adverse visible trade balance in the 

current account with the situation worsening from a 

negative 70,000 pounds sterling in 1960-61 to negative 

110,000 pounds sterling in 1965. What is interesting is 

that the policy was designed to correct this situation yet 

the situation worsened in the face of the restrictions on 

imports. This chart also shows that exports did not grow 

as much to offset imports which were mainly equipment, 

machinery and general spare parts, and 

materials for the mechanized 

industrialization programs. 

semi-finished raw 

agriculture and 

These trade deficits which existed in the current 

account reached a high of negative 190.6 million in 1965. 

A major contributor of this deficit in the current account 

was the substantial deficit in net invisibles; which 

indicates the manner in which Ghana drew on its reserves: 
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the reserves were drawn from about 14.4 million in 1957 to 

27.0 million in 1965. Other contributors to the deficit 

were net insurance costs, net transportation, net travel, 

net private transfers, etc. 

The capital account did not show any trend except 

errors and omissions which exhibited negative marks from 

1958 through 

escalated from 

1964. 

-3.8 

(See Table 8). Public capital 

million in 1958 to 71.6 million in 

1965. This depicts an era of capital importation. 
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CHART 3 

BALANCE OF VISIBLE TRADE 
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Sources lconoaic Surver: 1165 (Accra: Central 
.Bureau oi Statiatica.) Chart'· p.32. 



TABLE 8 

eolance of P1raent1, 1957/65 ("illtons - Cedl) 

-------------------------------------------------------------------------------------------------------1957 1958 1959 1960 1961 1962 1963 19" 1965 
CURFtEHT ACCOLWT 
fap~h f .o.b. 233.9 257.0 271.2 286.0 285.1 274.l 263.0 275.5 275.l 
kp~rh f .o.b. 2ll.I 187., 256.3 298.l l29.I 265.9 2U.7 275.6 374.9 
Trade balance 10.1 69.6 1'.9 -12.3 -4'.7 8.2 -25.7 -.1 -99.6 
frei;t;t l fterchand11e 

Jn5urcnce n.•. -20.9 -22.1 -27., -30.5 -25.9 -26.6 -17.0 -24.6 
Other tran500rt1tion n.•. -2.9 1.0 -4.6 -7.0 -7., -3.6 -10.4 -9.l 
Tra"el n.•. -6.2 -6.7 -11.3 -12.2 -11.3 -5.0 -1.1 -9.3 
lnve5taent lncOllt ~ 

w 
fiecdpts 12.5 12.5 12 .. 0 10.6 1.6 7.2 7.0 5.1 . l.I 

Psrn:nt• -1'.4 -15.6 -15.8 -23.1 -21.a -19.2 ·28.6 -20.4 \..21.0 
Cth~r urvlcea n.•. -1.2 .2 -12.5 -4.3 -5.7 -10.3 ·U.7 ·U.3 
Privett tran1fer1 -5.3 -5.l -4.3 -10.0 -10.a -u.a -14.6 -17.2 •12.4 
P~~llc tran5fer1 -1.4 -.1 -1.0 -1.5 -2.2 -.2 -2.2 -1.8 l.l 
tlet lnvislblea -4'.6 -40.l -36.7 -ao.1 -ao.2 -74.l -13.9 -83.l -91.0 

Total Current AccCU'lt -34.5 29.l -21.a -93.0 -124.9 -66.l -109.6 -ll.2 -190.6 



TABLE 8 (Continued) 

CAFlTAL A=C~TS 
Priv8te cc,itol -9.6 -8.6 -7.9 '·5 -u.2 18.0 "·' 26.0 73.6 
f'u:>lic ce~it:il 34.1 -3.8 -9.6 28.7 l.l 39.5 l1.9 ,l.1 11.6 
\'olta River Authorltr -- -- -- -- - -- 19.5 17.7 16.7 
s~,Pller•' cre~lt -- -- -- -- (n.e.J-- - 1.2 21.8 25.2 
6iloteral balences -- -- -- -- -- -- '·2 l.6 29.7 
Error• end ocai•lons 2.6 6., -l.O -20.0 -l.I -6.7 -7.5 -8.6 l.l 

5'.c> total 27.1 -6.0 -20.~ ll.2 ·ll.7 50.1 ,1.1 61.1 15l.5 
Change of re•erves '·' -2l.l '2.l 79.8 lll.6 15.l 67.1 22.1 l7.1 

""' . ~ 

Total C~ital Acc°'-1\t 34.5 -29.l 21.8 93.0 12,.9 66.1 109.6 al.2 190.6 

--------------------------------------------------------------------------------------------------------Source: &ant of Ghana: Central 81.reau of St1tl1ttc1, AcC1'8. • • 8olenc:t of p1yeent1 1t1tl•tlc1 hove recently ~reont • aerle1 of lmpr0Yeaent1, 1.9., capital ecc~t 
dote ~tore 196l should onh be Uled H rOU9h lndlcetora. 
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The crucial question is whether the capital was for 

essential industrial projects and, what is more, whether 

they were being utilized efficiently. However, since 

serious shortages occurred in the face of this capital 

importation one can conclude that the form and utilization 

of the capital was uneconomical. 

One can speculate that by using suppliers credit to 

finance its industrialization drive and its protectionist 

policy the government placed a heavy debt burden on the 

country. A burden which amounted to approximately 125 to 

150 million dollars in 1966. Since the usage of supplies 

credit had back-fired, the situation was traumatic 

especially when servicing the debt alone amounted to about 

6 or 7 per cent of Ghana's total exchange reserves in 

latter years. This, therefore, suggests that whatever 

industries came under the banner of the protectionist 

policy was bought at a very high price. 

This contention was realized by a minister who admitted 

in 1963 that "what the government needs now are not 

supplies of credit but really long term soft loans to 
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enable it to carry through its projects under the seven 

year development plan. 11 31 

31 The Economic Survey, 1963, pg 5, et al. 



TABLE 9 

Consolidated Balance Sheet of the Banking Syste• 
End of Period figures (cedis, thousands) 

ASSETS LIA81Ll IIES 

Credit to the Public Credit to the Gover,,.ent Net Balance foreign Eachange 
-------------------------------------------------------------------------------------------------------.B>' Bank By Banking By Bank By Banking Utth Bank Ulth Banking 
Period of Ghana Institution Total of Ghana Institution Total of Ghana Inst ltut ion Total 
-------------------------------------------------------------------------------------------------------(l) (2) (3) (4) (5) (6) (7) (8) (9) 
1958 --- 21, 706 21,706 -5,880 -4, 3,5 -10,225 74,568 34,502 109,070 ~ 

1959 --- 35,556 35,556 -5,232 -5,002 -10,233 104,112 . 25,918 130,0JO · ...J 

1960 --- 47,659 47,659 -4,524 4,126 - 398 129,192 15,502 lU,694 
1961 --- 65,167 65, 167 8,448 11,011 19,459 108,830 7,375 116,206 
1902 --- 73,328 73,328 22,Ul 28,663 51,074 115,022 - 5,582 109,440 
1903 34,800 100,207 135,007 1', 182 35,lU 42,295 85,284 -14,443 70,841 
1964 81,259 103,274 184,533 51,674 81,552 133,226 66,0'1 - 9,257 56,784 
l9b5 60,730 150,478 211,208 130,807 75,439 206,246 847 -21,523 -20,676 



TABLE 9 (Continued) 

----------·----------------------------------------------------------------------------------·· Capitol and Other Total Asscts=Llabilltles Less llQUid Moner SuPPlr 
Period Accounts llt6t9tl0) = (12tlJ) OePoslts 
-------------------------------------------------------------------------------------------------------

(10) 
19~8 24,593 
1?5? 8,959 
1%0 600 
191>1 7,150 
1%2 4,520 
1%3 5,234 
1%4 :?, 210 
1%5 ·18,95S 

( 11) 
145, 146 
l64,J12 
192,554 
207,982 
238,279 
260,316 
376,754 
377,622 

(12) 
22,438 
21, 1aJ 
31,J6J 
32, 9'.7 
42,415 
53,165 
86,644 
89,15S 

(ll) 
122,710 
137,129 
161,l<)l 
175,178 
195,8~4 

207,211 
290, 110 
288,667 

Sc;;r<;'°: [rc·nn"lic Suryr.r;1%S (Acero: Centrol 6ureou of Steti~Uci;). Table Xlll, p.123. 

~ 
00 
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Growth 

Measuring economic growth in Ghana from 1959-66 is a 

horrendous task since it entails dealing with an erratic, 

undocumented, distorted and often rigged statistical data 

set. In addition, development was inconsistent, 

presenting no pronounced pattern, while inflation was on 

the rise and population was increasing between 2.6 and 3 

percent per annum. This indication calls for a high 

margin of error if used for the purpose of estimating 

growth rate. 

Despite these qualifications, one notable feature of 

the Ghanaian economy from 1957-66 was its failure to grow. 

The growth rate of per capita GNP fell from 0.2 during 

this period (1958-64) to negative 2.3 during the period 

(1964-69), suggesting a retrogression.32 

In 1965 prices, gross domestic product (GNP) appears to 

have increased from 939 million in 1957 to 1,908 million 

in 1965. (See Table 10). In constant 1960 prices, 

however, this increase was less than 290 million between 

1959-65 (See Table 11). This represents an overall 

increase of four percent for the period. However, if 

population increase of between 2.6 percent and 3.0 percent 

32 Killick, T., Development Economy in Action, 1972. 
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is taken into account, the growth of GDP exhibited a 

steadily declining rate of growth, from a yearly increase 

of 5.4 percent (1955-59) to 4.0 percent (1960-63) to 2.8 

percent (1965).33 Making provision for population 

increase, growth of output, and real income per capita, in 

effect, must have declined sharply and even further. 

The decline sharply contradicted the target growth rate of 

5.5 percent per annum predicted under the seven year 

development plan (1963-69). The contention often made is 

that the decline in Ghana's growth of output and per 

capita income was a function of: (a) the pattern and 

priorities adopted by the central government, in its 

development and growth plans and policies in establishing 

financing and operating large-scale, capital intensive, 

economically unproductive industries and farms; (b) the 

decline in the terms of trade; and, (c) the rapid 

inflation in consumer goods rooted in deficit financing 

and insufficient food production. What is worth 

mentioning is that if the policies adopted after 

independence in 1957 were ostensibly to correct these 

economic ills and eight years later the problem not only 

had persisted but had escalated, then it means that the 

33 Economic survey 1965, pp 13-14. 
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policies meant to correct the problems had themselves 

become a problem. Hence, despite the massive development 

drive under the protectionist policy, stagnation and in 

most times retrogression persisted. 

Since the national accounts were based on expenditure 

estimates, limited information growth of sectors can be 

deduced therefrom. However, huge investments and 

resources were pumped into manufacturing, agriculture, 

mining, and fishing by the central government. The net 

outcomes in these areas were negative. For example, the 

State Mining Corporation achieved only eleven percent of 

capacity. Steel production achieved twenty percent while 

tractor factory achieved twenty percent capacity. What 

can best describe the period is an era of "Investment 

without Growth" in the various sectors of the economy. 



TABLE 10 

E1penditure on Gross National Product, 1955-65 
et Current Mer~et Prlce1 

1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
----------------------------------------------------------------------------------------------------------Private Consu111Ptlon 

f1penditure 619 648 715 686 780 8ll 965 996 1,059 1,185 l,506 
General GoveNllllent 

ConsumPtlon f1pendltlre 62 72 79 84 9l 115 ll2 149 166 192 246 
Gross Domestic flied 

Capital formation 125 134 134 132 185 23l 252 221 262 278 l09 
Increases ln Stocks -- •12 -u -2 +24 •26 -24 -14 -10 •17 ti 
~omestic f1penditure ao6 866 914 900 1,082 1,207 1,325 1,349 1,517 1,672 2,062 V1 
E1Ports of Goods and N 

Non-factor Services 242 218 230 264 288 295 29l 288 281 297 300 
lmpurts of Goods end 

r4on-factor Services -232 -2l7 -256 -228 -302 -l55 -391 -324 -348 -340 -454 
f1pendlture on Gross 

Domestic Product 816 847 888 936 1,060 l, 1'7 l,227 l,313 1,450 1,629 l,908 
Net f ector lnco•e 

fro• Abrood -5 -5 -7 -5 -7 -12 -17 -12 -22 -u -22 
f1pe11di ti.re on Gross 

National Product 811 842 881 9Jl 1,061 1,135 . 1,201 l,JOl l,428 1,615 1,886 

Source: tcQ!lQ~ic Sucver; 1965 lAccre: Central Bureau of Stotlstlcs) P.15, Tbl.2 
• Eapenditure in Cedl1 



TABLE 11 

Expenditure on Gross National Product, 1959-65 
in Constant 1960 Prices 

1959 1960 1961 1962 1963 1964 1965 
----------------------------------------------------------------------------Private Consumption 

Expenditure 787 8l3 902 852 893 861 866 
Gcner~l Government 

Consumption Expendituro 101 115 125 lll 151 161 198 
Gross Domestic Fixed 

Capital Formation 197 233 240 218 259 265 285 
Increases in Stocks 24 26 -24 -u -10 l1 -11 VI 
Domestic Expenditure 1,109 1,201 1,2U 1,195 1,293 1,318 1,338 w 
Exports of Goods and 

Non-factor Services 262 295 lll 389 370 325 386 
Imports of Goods and 

Non-factor Services -303 -355 -386 -338 -314 -326 -391 
Expenditure on Gross 

Domestic Product 1,068 1,1n 1,Ul 1,188 1,246 1,311 1,321 
llet Factor Income 

f roa Abroad -12 -12 -17 -12 -22 -14 -22 
Expenditure on Gross 

National Product 1,056 1,llS· 1,111 1,234 1,261 1,303 1,305 

Source: Economic Survey: 1965 (Accra: Central Bureau of Statistics) p. 107. 
• Expenditure in Old Cedis, 1 Ccdi a 8 shillings and fourpence (pounds 

sterling) 
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Central Government Income 

The performance of the central government in the 

economy of Ghana from 1957-66 must be examined since the 

economy was the central government and vice versa, in so 

far as every minute facet of the economy was dependent on 

government policy and control. The Ghana government took 

upon the mantle of steering the rate of growth of the 

economy after independence. This was to be in the form of 

directly establishing, operating, financing and 

structuring a whole range of infrastructure, agricultural, 

manufacturing and other industrial activities. 

Government share of gross domestic capital formation 

increased from 30.4 percent to over 55 percent in 1965. 

The increase was rapid in 1962 when it jumped to 127 

million (in Old Cedis) from 32 million (1957-58) and then 

to 170 million in 1965 (see Table 12). Gross National 

Product in current prices rose by only half its rate at 

the same period. The share of GNP used by government for 

capital expenditures rose from 32.3 (1957-58) to 170.4 

million in 1965, an increase of three to nine percent. 

These huge government involvements necessitated certain 

sources of finance. 



TABLE 12 

Central Government Capital Formation, Private Capital Formation 
and Central Government and Private Formation as Percentage of 

Gross Domestic Capital Formation 1958-65 

wua WWl !.2l2L!2 . ~ 1961/6zlU 1962/0 ~TIT ~ 

--------'------------------------------------------------------------------------Gross Domestic Fixed 
Capital Formation (total 
in millions, cedis) 133 

Central Government 
Fixed Capital Formation 
(total in millions) 32 

Gross Private Domestic 
Fixed Formation (total 
in millions) 

Central Government 
Domestic Fixed Capital 
Formation as a \ of 
total Capital Formation 

Gross Private Fixed 
Capital Formation as a 
percentage of total 
Capital Formation 

101 

2l 

11 

158 204 

39 62 

119 142 

25 lO 

75 70 

242 236 242 270 298 

98 125 ·127 145 170 

144 119 115 125 128 

40 53 53 54 60 

60 47 47 46 40 

Source: Central Dureau of Statistics, Economic Survey 1965, Accra, Table lX, p. 
117, Table 1, p.107. 

1 Excludes below-tho line items and covers expenditures for 15 months averaged 
until over a 12 month period through a simple averaging of 1961-62 GNP data 
and Gross Capital Formation data. 

2 Covers averaged expenditure3 of 15 month financial year. 

U1 
U1 
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Since the government could not pay its expenses by only 

current revenue it resorted to deficit financing. Quite 

ironically, while criticizing foreign investors and 

foreign sources of funds, the government was forced to 

borrow at very unfavorable terms to finance the public 

spending activities. 

Table 13 shows that by 1965 the government's foreign 

liabilities had hit the 0.5 million cedis mark; the main 

contributor being suppliers credit (437,361). Table 14 

shows that cocoa duties contributed the largest share of 

government revenue, until 1959-60 when it was surpassed by 

import duties. This decline in cocoa duties as the 

largest contributor is attributed to declining world cocoa 

prices, while the increase in the percentage of import 

duties as a source of government revenue is due to the 

protectionist policy which necessitated the increase in 

import duties. However, that import duties should 

outstrip cocoa duties by almost fifty percent suggests a 

shift of emphasis toward protectionism and not necessarily 

a decline in cocoa prices. 

Government Expenditure: 

Government expenditure 

goods steadily grew after 

on both capital and consumption 

independence. The rate of 
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growth in government consumption expenditure since 1960 

far outstripped that of capital expenditure. This was the 

case in this era of capital formation. 



TABLE 13 

Known Govern111ent foreign Llabllltles as at End of ~ear (Cedls, Thousands) . 
1959 1?60 1961 1962 l96J 1964 1965 

---------------------------------------------------------------------------------------------
Joint Consolidsled fWld 4,526 7,536 11. 959 10,387 ll, 575 13,193 
Government Stocks 7,632 7,6J2 7,632 7,632 2,808 2,808 
1.n.r. Orawlngs --- --- --- 12,214 12, 214 12,214 
Volta Rlver rroJect 

loans --- --- --- 317 19,450 J8,494 
Suppliers' Credits (1) 2,198 33,019 68,060 145,860 281,407 376,682 
Counterpart Ftllds --- --- --- --- --- 5,947 

Source: ~onomlc Surver. 1965 (Accra: Central Bureau ot Stot:stics), Table 9, p. 29. 
ll) Provl~lonal. 

13,906 
2,808 

12, 214 

55,699 
437,361 

8,283 Ul 
(X) 



TABLE 14 

Central Governaient Revenue by Sou-ce 1957-65 (Cedis, Million) 

1957/58 1958/59 1959/60 1960/61 
t ' ' ' t ' ' ' -------------------------------------------------------------------------------Cocoa Duh 54.5 37.7 60.2 37.5 51.6 30.6 36.7 18.4 

Ott~r [apart Duty -- -- l.7 1.0 l. 9 l.l l. 9 1.0 
l11Port Duties 76.0 24.9 38.6 24.l 45.5 27.0 61.2 30.7 
Other Production I 

E•Ptndit&re Taaes 6.7 4.6 9.0 5.7 9.6 5.7 10.8 5.4 
T ~saes on lnco.e I 

Property (including fines) 10.2 13.3 19.4 12.1 17.8 10.6 21.4 10.7 1.11 
\0 

Vol1.11tan Contributions -- -- -- -- 13.l 8.2 . 26.4 13.2 
Sales and fees 10.0 7.6 13.1 8.2 15.6 9.3 19.2 9.6 
Interest, Profits a Rents 8.2 5.7 10.3 6.4 9.l 5.4 16.9 8.4 
Grants 7.4 4.1 5.4 3.4 2.6 1.6 3.5 l.7 
Other 1.6 I.I 2.2 1.6 1.2 0.7 1.7 0.8 
-------------------------------------------------------------------------------Total: 143.6 100. 159.9 100. 168.3 100. 199.7 100. 

Source: Central &.reeu ot Statistics 



TABLE 14 (Continued) 

Centrel Government Revenue by Source 1957-65 (Cedis, Million) 

1961/62 1962/63 1963/64 1963/6,(2) 1965 
t ' t ' t ' t ' t \ 

-------------------------------------------------------------------------------------------
Cot:oa Duh 35.J 19.6 30.P 15.2 ,0.9 lJ.9 44.0 12.5 23.7 7.0 
Other f1POrt Duties .. , 0.8 1.2 0.6 1.6 0.6 1.8 o.s 1.0 0.3 
Import Duties 69.l 38.5 80.8 ,0,8 a2.6 28.l 104.4 29.6 129.0 37.8 
Other Production & 

f1pendit1.re Taxes 19.1 10.7 26.0 ll.2 Jl.2 11. J ,2.4 12.4 77.2 22.7 
Taies on Income & 

Property (includino tines) 26.8 1'.9 JO.l 15.l 57.S 19.6 72.8 20.7 70.7 20.7 
Voluntary Contributions (3) -- -- -- -- 44. 7 15.2 44.7 12.7 -- --
Sales and fees 18.5 10.J 22.2 11.1 25.7 8.6 JJ.l 9.5 29~6 8.7 
Interest, Protlts & Rents 6.0 J.J 6.0 J.O 5.8 1.9 5.9 1. 7 5., 1.6 
Grants 0.7 0.4 -- -- -- -- -- -- 2.5 0.7 
Ott.er 2.8 1.5 l. 8 1.0 2.3 0.8 2.6 0.7 1.6 0.5 

Total: (4) 180.0 100. 198.0 100. 249.0 100. 351.l 100. 340.8 100. 

Source: Central Bureau ot Statistics, Economic Surveys tor 1961, 1963 and 1965 
J. The contributions by cocoa farmers tor 1961-62 and 1962-63 were paid in 1963-64 br the 

Cocoa Mdrketino Board. 
4. 1957-19~5 revenue oiven originally in pounds sterling converted into cedis tor 

comParative purposes here. 

°' 0 
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Despite the share of consumption expenditure of about 

59.8 percent of government expenditure in 1957-58, there 

was a decline to 56.0 percent in 1959-60. However, this 

was increased to 57.4 percent in 1962-63 and represents 

676.9 million pounds sterling. At the same time capital 

expenditure increased from 29.8 percent in 1957-58 to 39.3 

percent in 1959-60 and has remained the same since. 

Chart 4 shows the rate of increase in government 

expenditure and its share of consumption and capital 

expenditure. 

Financial claims, interest and transfers abroad 

continued to be on a downswing. Total financial claims, 

interest and transfers abroad stood at 6.7 million pounds 

sterling in 1957-58 but this declined consistently to 3.5 

million pounds sterling in 1961-62. This marked a fall of 

48 percent in five years. This downward trend was 

reversed in 1962-63 when an increase of 22.9 percent from 

3.5 million pounds sterling in 1961-62 to 4.3 to 4.3 

million in 1962-63 was recorded.34 

Government expenditure as a proportion of GNP increased 

from 14.0 percent in 1957-58 to 23 percent in 1965. Of 

this, expenditure on current account was 10.4 

34 Handbook of Commerce and Industry, 1963, pg 1 et al. 
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CHART 4 

Government Expenditure and Other Payments--
Economic Classification 

1957-58 tp 1962-63 
IGW .. -------------------------------------_..... .. 
Ill 

lot .. .. 
'Ill 

• 

» 
iO ....... a... ....... T,...,_~ ................. ,.. ....................... ~ ..... . 
0 

·~ . ,. , ... •• ,,,,.. •• , .. ... ..._ 
•• 

Source: Handbook of Commerce and Industry, 1965, pg 
37, Chapter 5. 
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percent in 1957-58 while expenditure on capital account 

was 3.6 percent in 1958-59 and 9.09 percent in 1965. This 

represents a general increase of eighteen percent to 

twenty-eight percent for current account and twenty-two to 

forty-six percent on capital account for the same periods. 

However, 1961-64 saw decreases in the share of 

government expenditure 

current and capital 

as a 

accounts 

proportion 

(see table 

of GNP in both 

15). This 

decrease was due to budget restrictions both in the 

capital expenditures and consumption expenditures. 

In all, the major expenditure was on government 

services. This accounted for about one third of total 

government expenditure. Government expenditure 

outstripped government revenue in 1960-61 and continued in 

the later years (see Chart 5), thus creating a chronic 

deficit despite protectionism and its promises. 



TABLE 15 

Government Expenditures end Their Relation to GNP (Cedis, •illion) 

1957/58 1958/59 1959/60 1960/61 1961/62(1) 1962/63 1963/64(1) 1965 
----------------------------------------------------------------------------------------------------------GM> et Current Prices (2) 900.0 996.0 1,098.0 1,168.0 1,251.0 1,397.0 1,572.0 1,886.0 
Total Governaent Expenditure 126.1 148. 7 182.6 259.6 274.4 318.5 346.0 433.9 
E1penditure on Ci.rrent AccOlWltl 93.7 109.4 115.6 160.3 166.4 191.l 226.5 263.5 
fapenditure on Capitol Account 32.3 39.3 67.0 98.3 108.0 127.4 120.5 170.4 

(Capitol E1penditure1) (23.2) (29.6) (43.8) (75.4) ( 90.1) (86.2) (76.0) (121.6) 
(Transfer Par•ents) (9.1) (9.7) (23.2) (22.9) (17.9) (41.2) (44.5) (48.8) 

Government E1pendutrues in 
in Relation to GNP (\) u.o 15.0 16.5 22.l 21.9 22.8' 22.0 23.0 

°' Current 10.4 11.0 10.4 13.7 13.3 U.7 U.3 14.0 ~ 

Capital 3.6 4.0 6.1 8.4 8.6 9.1 7.7 9.0 
General Increases in 

fapenditure (\) (3) 
Total -- 18 25 38 6 16 7 28 

Current -- 16 10 33 4 15 15 19 
Cop ital -- 22 70 47 10 18 6 46 

Source: Central 81.recu of Statistics, Economic Surver3 Oyaterlr Digest ot Statistics end direct 
inforaiot ion. 
l. Covers 12 eontha' period. 
2. Converting GNP end imports to tiscol ye:1rs br tokino the si11Plt average of the two calender years tor 

1957/58·61/62 ond by taking the average ot the two calender years with the first year given a weight 
ot three end the second of a weight of l tor the years 1962/63 and 1963/64. 

3. Percentooes ore rOlllded to nearest whole llUl!lbera. 
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CHART 5 

Central Government Revenue and Expenditure 
1950/51-1965 

-·ooo 
'°°"..-----------------------------------------

.. .. ~ 

o.._ ________ ...., ________________________________ _ 
19'0-Sl 
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Source: Economic Survey 1965, Accra: 
bureau of Statistics, Chart 1, pg 22. 
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Other Socioeconomic Indicators 

Table 16 is a macro-summary of selected socio- economic 

indicators such as education, health, housing, 

transportation, power and communications for the five-year 

interval 1960-65. While one might be tempted to conclude 

that there was a positive gain in the country at that 

period, it is imperative that the source of the data be 

taken into consideration. The government had put out 

these data. What is more important is a look of how much 

resources went into achieving the gain, if any at all. 

The 1957-66 period was an era of massive investment in 

infrastructure and development. Naturally, there is a 

tendency for some upliftment of certain industries. 

However, what is disturbing is the fact that whatever gain 

recorded was achieved at a high cost, not to mention the 

rather negligible turn-out. For instance, from Table 16, 

there was only a net gain of one percent in the supply of 

pipe-borne water in five years despite an estimated 

twenty-one million pounds sterling that went into 

providing such needs. 



TABLE 16 

Selected Socio-economic Indicators 

--------------------------------------------------------------------------------1960 1965 Letut (Veer) 
--------------------------------------------------------------------------------
EOUCATION 

1. Percentege of 6-14 ege group 
currentlr attending &chool 40. U -- 58.1' (1970) 

2. Nun~ers enrolled in schools 
(thousands) 

o. Pr1r.err l ciddle schools 586 1,405 1. 400 (1969/70) 
b. Scconderr schools 17 43 49 
r.. Unlver•ltles 2.0 4.3 4.8 
<2. Total of above 605 1,452 1, 454 

H[ALlH 0\ 
-..J 

J. Persons per doctor (thousends) 18.7 13.S u. 7 (1969) 
4. Persons per nurse (thousands) 2.4 1. a 1.1 
5. . Per Ho~pltel bed (hundre<2s) 10.9 10.6 9.5 (1970) 
6. Ir.tent nortelltr Rete 95.1 94.9 87.5 (1967) 
7. Crude Death Rete 13.1 12. 8 12.6 (1967) 

UATER SUPPLIES 
8. Percentage of total population 

served bJ public pipe-borne 
supplies 19\ 20\ 20\ (1969) 

9. Nu•ber ot rural water &UPPliea 4,056 4. 241 4,299 (1969) 
HOUSING 

10. Number of persons Per house 
a. Urban 14. 91 -- U.29 (1970) 
b. Rural 9.60 7.27 • --
c. Total 10.62 -- 8.61 



TABLE 16 (Continued) 

TRANSPuRTA TlOtl 
11. Road ftileages • a. Hard-top 2,050 2,347 2,'70 (ca. 1968) b. Leterite 6 gravel -- 6,283 6,800 . 
12. Total number of vehicles 

with valid licencea (thous.) 45.9 52.6 61. 2 (1969) 
POLIER 

13. Sales to do~estic consu1er1 
(kilowatt hour1-000'1) 53.0 

connUNJCAITONS 
102.7 153.2 (1969) 

14. Letters carried by oostel 
services (•illiona) 63., 118.6 18'. 6 (1969) 

O'I 
00 

Jndicu Mehht 
15. Education (line 1) 30 100 145 145 
16. Health (line l) 15 100 128 121 
1 7. LID t er (line 8) 15 100 105 105 
18. Housing (line 1Dc.J 20 100 110 119 
19. Transport (line 12) 5 100 115 133 
20. Power (line 13) 10 100 194 289 
21. Coamunicetions (line 14) --1 100 187 291 

100 
22. Unweighted aean 100 1'1 172 
23. ftedlan 100 128 133 
24. l.leighted Deen 100 135 151 

--------------------------------------------------------------------------------Source: CBS - Econogic Surveys, Statisticel Yearbook, pgs. 7'·75 
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It is also worth noting that conununications and power 

achieved the greatest boost of ninety-four percent and 

eighty-seven percent respectively. Both these were due to 

the building of the Akosombo dam. Though one can contend 

that later indices exhibited greater improvements as a 

result of the effort in the 1960's, it can also be argued 

that the improvement in later socio-economic indices was 

due to a complete overhaul of the development/growth 

strategy. Though these might be matters of opinion, there 

is one thing certain: That whatever socio-economic 

achievement was registered from 1957-66 was grossly 

inadequate considering the amount of money, effort and 

resources invested. 



IV. ASSESSMENT 

Nothing could have been much more exact and prophetic 

in evaluating the consequences of protectionism in Ghana 

than the 1961 July Statement of the Minister of Finance. 

At a time when protectionism had been in effect and was 

the officially declared government policy, the honorable 

Minister said: 

"I do not believe that the imposition of 
quantitative import controls will serve our 
objectives; such controls are expensive in terms of 
man-power, and often lead to corrupt practices which 
we must avoid at all costs. 11 35 

Without a doubt, the protectionist policy adopted by 

the Nkrumah government led to a distorted economy, 

seriously riddled with corruption, inefficiency, 

misallocation of resources, nepotism and bribery. 

While the stated primary objectives of the 

protectionist strategy was to achieve equilibrium in the 

balance of payment, the net effect was a total flop as 

deficits soared.36 One is tempted to suggest whether 

there was a clear objective when balance of payment 

forecasts and actuals varied by as much as 38 percent in 

35 Minister of Finance statement, July 1961. 

36 See Balance of Payments, Table 8. 

70 



71 

the pre-1967 period.37 Not only can one say there was no 

clear objective but that the policy was a total fiasco. 

An indirect consequence of the protectionist policy was 

the fact that exports were reduced to a low volume. 

Reduction in reserves increased arrears on current 

payment. Amortization and servicing of debts also 

increased as demands were made on the government for the 

repayment and/or payment of loans and interests. Net 

prof it remittances increased as foreign investors saw no 

future in investment. Additional costs to the balance of 

payments ensued. Exports then decreased as the currency 

became over-valued. The net effect of all these was that 

the balance of payment situation worsened. 

Besides the much proclaimed balance of payment problem, 

a geographical shift of trade in favor of socialist 

countries led to allocational inefficiency. The share of 

imports from centrally planned countries rose from an 

average of four percent in 1961 to twenty percent in 1965. 

Between 1960 and 1964 imports from bilateral trade 

countries increased by 170 percent while imports from 

37 Statistical Yearbook (1965-66). 
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other sources fell by about nine percent.38 This 

re-orientation of the import-export trade led to 

distortions not only due to the fact that licenses were 

not issued on schedule but also due to licenses being 

issued for items that Ghana did not need: for example, 

there were reported cases of the importation of 

snowmobiles from the USSR, as well as canned potatoes from 

trade pact countries. Also, while completing a glass 

factory at Aboso in 1965, import licenses were issued for 

bottles from Czechoslovakia and China. The bottles thus 

produced from the Aboso factory were left unsold. 

of 

Despite the 

effort into 

fact that the government was putting a lot 

investment and capital formation, its 

restrictive policy and attendant licencing procedures 

worked to undermine it. For example, it was alleged that 

completion of a sugar factory was delayed unnecessarily 

because the Ministry of trade would not issue licenses to 

import steel, nor would it issue licenses for raw 

materials for existing industries.39 

38 Economic Survey, 1966, Foreign Exchange Budget, 
pg 6. 

39 Findings of Abraham's Report, Economic Survey, 
1964. 
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Scarcity of basic essential commodities such as drugs, 

sugar and salt, became endemic. So traumatic and endemic 

were the shortages that the government appointed the 

Abraham commission to examine the situation. The 

the gross failures of the Commission reported 

protectionist policy.40 Even though attempts were made in 

1965 to correct these scarcities when licenses were 

increased for consumer goods by 43 percent, the shortages 

did not end. The economic survey stated in 1965 that "the 

country had to cope with the most acute shortages of basic 

commodities since import licencing was introduced." 

Aside from the fact that there was gross negligence in 

the issue of licenses, corruption, bribery and nepotism 

were fundamental. The Spark, the ideological wing of the 

government complained about inefficiency and corruption. 

For example, a prominent party member, Kwasi Armah, was 

indicted for having collected large sums of money for 

favor. The list of prominent ministers, lawyers and party 

officials connected one way or the other to bribery and 

other dealings is quite lengthy.41 

40 Ibid. 

41 Ollenu Report, 1967. 



V. THE PERIOD AFTER NKRUMAH 

The group of 

administration of 

Liberation Council 

itself completely 

army-police who took over the 

the country in 1966 formed the National 

(NLC). The NLC sought to dissociate 

from Nkrumah and his ideology, not to 

mention his economic policies. 

The NLC saw itself as a transitional government and 

thus aimed at restoring "efficiency" to the economy. It 

did not, however, concern itself with elaborate economic 

ideas. The NLC identified inflation, redundancy, 

imbalance in the foreign payments position, and corruption 

as the main problems facing the country. It sought to 

correct these by liberalizing trade. Measures to do so 

included the abolition of price and export controls. What 

was achieved, in practice, was a meager decrease in 

import-licensing coverage. 

The NLC also resolved to expand the private sector by 

offering state enterprises for sale. They laid off many 

government workers and attempted to close more of the 

state farms. Public outcry stopped these sales and 

lay-offs. This is evidenced by the fact that out of a 

total of fifty-three State enterprises at the end of 1965, 
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forty-eight remained in operation in 1971.42 Despite 

attempts by the NLC government to deviate from the 

economic policies of Nkrumah, public pressure curbed the 

attempts.43 Thus, the era from 1966-1969 saw no practical 

change in policy from that of the Nkrumah government. 

The Busia government which replaced the NLC in 1969 

following a general election attempted to follow a 

laissez-faire policy. It contended that direct trade 

controls "Have harmed the welfare of the consumer and 

prevented an orderly growth of the economy. 11 44 However, 

the policies regarding the respective roles of the Market 

and the state were ambiguous. While attempting a free 

market system, the Busia ministers were also advocating 

controls. One minister was quoted as saying, 

"A change in the orientation of fiscal and monetary 
policies towards the pursuit of more domestic 
savings, more capital formation and more investment 
in the strategic sectors of the economy does not 
necessarily imply committing 

42 The sale of some state enterprises were seen as a 
sell-out to foreigners who alleged to have orchestrated 
the overthrow of Nkrumah. 

43 Annual Report of the Auditor General, 1971, pg 1, 
et al. 

44 The Progress Party Manifesto, 1969, pg 5. 
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the government to authoritarian socialism. 
Appreciation of the comm~g sense of economics is not 
a question of ideology." 

The "resources of the economy" being stated here are 

import, export, manufacturing, minerals, etc. This era 

was that of "attempted" laissez-faire. 

Following the advice of the International Monetary 

Fund, the Busia government devalued the cedi by 145 

percent.46 As a result the government was overthrown in 

January 1972. The National Redemption Council (NRC) which 

came into power adopted a pseudo-Nkrumah growth, 

development strategy. 

The NRC chairman addressing a staff of the Ministry of 

Finance and Planning on February 7, 1972 said, 

1969. 

"The political frame of reference which has guided 
our actions and your advice especially in the past 
two years must be cast into the rubbish heap of 
history. This means a departure from the 
'laissez-faire', so called free market economy and 
the institution of effective planning in the 
allocation and utilization of resources. 11 47 

45 Ofori Attah, Jones; Manifesto of Progress Party, 

46 The cedi was devalued from ¢ 1 = $.98 to ¢ 1 = 
$0.55. 

47 I. K. Acheampong, in "Acheampong:" 1973, pg 31. 



77 

The period following the statement was saddled with 

iron-handed controls in every sector and facet of the 

economy; from production to distribution and consumption 

of goods and services. The net effect was high inflation, 

unemployment negative growth and corruption. This 

resulted in massive student riots and revolts as well as 

mass exodus of skilled personnel such as teachers, 

doctors,48 engineers, technicians, to neighboring 

countries. 

The situation deteriorated to such an extent that there 

was an insurrection of junior army officers led by J. J 

Rawlings on June 4, 1979. The junior officers instituted 

a "House-cleaning" exercise but offered no fundamental 

change in policy. 

An election brought the Limann government into power in 

1980. The Limann government did not take time to initiate 

any meaningful economic policy. For their two years in 

off ice they continued the same old policy and ideology of 

Nkrumah. The Limann government was overthrown by the same 

Rawlings and his men on December 31, 1981. 

48 World Bank Publications on Ghana, various issues, 
1970-1981. 
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After three years of excessive controls, Rawlings has 

introduced some liberalization. The effect of such a 

measure is for posterity to judge. 



VI. SUMMARY AND CONCLUSION 

The policy of protection which was pursued vigorously 

during the first Republic of Ghana (1957-66) extended far 

beyond the infant industry stage. This led to a bias in 

favor of import-substitution and against export promotion. 

The effect was the chronic balance of payment deficits. 

Even this import substitution was a failure and led to 

shortages and inflationary conditions as had never emerged 

before. 

Greater reliance on administrative allocative 

mechanisms, rather than on relative prices, 

over-extensions of the state sector, especially state 

monopolies and the prevalence of "seller's markets" led to 

little inducement for productivity advances for home 

consumption and for exports. 

Also the policy which spurned the efficacy of the 

market process where the "invisible hand" dictates the 

turn of economic events without fear led to acute 

bottlenecks. These bottlenecks became hydra-headed with 

more controls. 

pauperized the 

This 

people, 

benef itted 

it gave 

government to be overthrown. 

79 

no 

an 

one, for while it 

excuse for the 
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Moreover, while directly reducing imports and 

indirectly deterring exports, the protectionist policy 

pushed the country to a low import-export end of the 

economic spectrum. The country became very poor, falling 

among the poorest countries in Africa. 

Finally while moving capital, labor and other resources 

away from the economy by deterring investors, through its 

Ghanaianization policy, the government encouraged 

capital-flight, leading to higher internal prices and 

costs, misallocation of resources and negative growth.49 

Thus stated, the policy of protectionism in Ghana 

(1957-66) moved the economy into an inward-looking trade 

contracting, lesser opportunities and prohibitive manner. 

It induced higher real and social cost, which culminated 

in a total economic catastrophe and found respite in an 

army-police insurrection, on February 24, 1966. By 

implementing protectionism, therefore, the government 

49 See Killick, T., Development Economics in Action, 
pg 291. 
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found itself unable to meet its developmental and growth 

goals or promises. 

It can, however, be said that Nkrumah emerged out of a 

colonial era and plunged into a socialist mood. He 

therefore stood up against everything that the colonialist 

stood for. He adopted protectionism to foster that goal. 

By so doing, he has left a legacy for later governments. 

While governments have been grappling and juggling with 

ideologies and policies they are yet to break Nkrumah's 

economic legacy. 

One might wonder whether 

policies have not been 

sound and 

sacrificed 

ideological niceties and sentiments. 

workable economic 

on the altar of 

Meanwhile, the economic problems that have saddled 

Ghana still continues while the search for a prudent 

economic strategy for Ghana continues unabated. 
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