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One‘of the most fundamental and yet, the most infract-
able problem currently facing Ghama is the increasing debt burden.
This problem has persisted in spite of the.IMF/World.Bank Economic
Recovefy Programme, ‘

The crucial questions whiCh'thié study hag‘attempted to
answer are: First, why'has the.IME/World Bank, ﬁconomic Recovery
ProgramTe not been able to improve Ghana's ecoﬁomy;'secondly, has
the worsening debt crisis any~pbsit1ve relatibne to Ghana's favours
able foreign policy towards the West; and finally, what factors
forced Ghana into the 'debt trap' of the Wést?  '

The study has been partitioped into five‘chapters. Chapter
Onevcﬁvers the Introductory bhase of the inquiry; its focus.include
general, the statement of préblem; signifiéance of the studies,
literature review and stating of research hypothesis; _

 Chapter Two deals with the ‘historical background to the
origin of Ghz\ma's debt crisis and IMF/World Bank involvement in
the economy.. |

Cﬁaptér Thfee is specially concerned with the impact of the
- IMF/World Bank Economic Recovery Programme on the standard of living

of the people and the general recovery of the ecohomy.



Chapter FFour examined the magnitude and direction of
Ghana's foreign policy'espeéially now that the country is having
economic crisise.

Chapter Five deals with summary and conclusion.
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ABSTRAC?

Since the mid 1980s, Ghana's economy has withessed the worst
debt crisis in its history. This crisis has manifested in the form
of increasing unémployment,doub;e‘digit inflation, virtual halt in
domestic capital accumulation, breakdown in the productive apparatus
and increasing income inequalify.

The central aim of this study. | is to find out the impact of
this debt crisis on Ghana's foreignpolicy. More specifically, we are
élso interested in finding out whether any relationship éxists betweén
the WOrld.Bank/IMF Ecsnomic Recovery Programmé and the worseniﬁg
Economic ctisis in Ghana. , ' k

‘Theoretically, we foundationed this study on the Dependencx Theorye
This theoretical perspective helped us to understand the fact that Ghana's
incorporation into the world éapitalist'system and its exploitation and
sﬁbjugation within the system is the major cause of the country's
economic crisise

Methodologically, we ;elied on the use of recent documenté, relevant
booksydata from Government files,.federal office of statistics and the
multilateral Institutions. To ensure the reliab;lity and validity of
the study, we relied on the use of content Annlyéis.

The study revealed that therae is a direct relationship between
Ghana'é reliance on IMF/World Bank Loans and her favourable Foreign
Policy initiatives and options towards the wést.'vThe implication is

" that the world Bank now determines who gets what, how and when in Ghana.



CHAPTER ONE

1.1  GENERAL INTRODUCTION

Ghana has s;ffered Qore.thdp its own shére‘;s a develop-
ing counﬁry in the hands of multilateral institutions like fhe
"IMF and the World Bank. A couht;y which used to champion'fhe
affairs of Pan-Africanism and African independence under Nkrumah,
has now been forced to take the back seat in the.international
>system.

It is on record that Ghana used to be the world's largest
exporter of cocoa, gold and other minerals in the 1960s, Ghana
also used to sponsor liberation movemepts énd challéngg the
" domineering rolebof the West ddring'this'same period. But today,
the country cannot afford to feed its citizens, not to talk of
qunsoring a pragmatic and dyn;mic foreign policy.

The paiadox this study wants to ravel is that in spite of
the numerous investments the multilateral agencies like IﬁF and
World Bank have invested, the country is yet to fecovaf from her
endemicudebt crisis.

+ The World Banklfor instance, has invested a total ﬁf 3572,874
_ miliipn between 1966 - 198041 Yet there appeairs to be relatiohship
between these massive. investments and the worsening debt crisis in

Ghana. The index of these crises are clear, for example, the per
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capita GDP fell from -8.1% in 1981 to 3.3% in 1986 and the GDP
at mafket price rose from -5.7% in 1981 to 6% in 1986. Infla-
tion fose from 32,5% in January 1983 to 174% in June the same
.year, The price index oficonsumer'goods which stood at 29.6%
in 1975 reacher 868.7% in 19612 and foreign rlebt profile
increased from $1.5 billion in 1983 to $3.3 billion in 1984,°
11 t;ese ha&e-combined to force many Ghanaians to become

refugees in many Wesy African countries in search for survi?al.
We are aware that in the 19808, Ghanaians were declared as
illegal aliens by Nigeria even though they came under the aus-
pfces'of ECOWAS free movement of persons within the community.

. More fundamgntally,lahana's foreign policy is now seriously
tilted towards the West to the extent that IMF , World Bank and
the West determine what happens in Ghahd in terms of what is to
be produced by who and for who. |

This study hasubeen initiated to find out first, how Ghana
got trapped into ihe tdebt trap' of the West.
| Secondly, tlu; mogailude af Lhe fnvesimunt which the IMF,
World Bank, and other multilateral institutions have invested in
Ghana and the,iépact of these on the average Ghanaian. |
Finally, the study will examine critically, the impact of

~increasing>dgbt crisis on her foreign policy towards the West



especially the vnited States. Our index for this measurement
will be the amount of financial help either loan or in aid forﬁ,

the direction and nature of policy among others.
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. 1.2 - STATEMENT OF PROBLEM

Ghana héé recently emergedlds'one Qf the classical
- laboratory for IMFfs,test-cage expériment. The Provisional
_ National Defence Council (PNDC) has even received wide acclaim
. in interhational financial circles for its 'outstanding and
courageous";cénomic measures. Cited ﬁs one of the countries
thgt have initiated major poliéy reforma, Ghana became one of
the beneficiaries of the $i,060 million fund raised'by the
wald hank'to prevent economic decline in the continent and
towards the end of 1986, its resident representativé-invAccra
announced that thé International Development Association (I.D.A.)
credits would be increased by 36.6% that is from $110 to $150
million. -

Also, at the all important meeting of the Paris Consulta—i
| tive. Group in 1987, Ghana was almost 'showered' with funds, Ove‘r-
%818'million was pludgbd by donor satlons and agencies, thereby
_.exceeding the requested tbtai'of $375 million - by 42%. éerfainly'
a most detqrmined international effort has been made for Ghana to
be;ome an exemplary model for Sub-Sahara Africa.4

In.spife of this mgssive investment by International Orga-~

nisations and agencies, Ghana's economy witnessed the worst crisis
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in its history. This situation forced many Ghanaians to leave
the country enmass in search of’sﬁrvival;

Reant.gtﬁdy has reveéled that during the 1983 expulsién .
of illegal aliens resident in Nigeria, who -numbered about 2 mil-
lion peqple, Ghanaians réprééented about.half of the number.
Also, iﬁ_1985, about the 700,000 illegal aliens affected by the
Federal Military Gngrnment of Nigeria expulsion order, 300;000
wererGhﬁnaians.s

Ironically, it was the same period that Ghana was seén as
doing‘weli due‘to the IMF and World Baﬁk léans. For example, in
1983, IMF gave Ghana a loan of U.S. $3359 million, 'sbecial drawing
rights' worth U.S. $377 million. The World Bank also gave out $450
million and méde a promise of increasing their lending by 13 per
cent. The country also received pledges amounting to OVer'sGOO'
million from bilateral aﬁd multilateral sources.6 The same period
witneséed the escalation of pfice index for consuﬁer'items from
29.6‘in 1975 to 46.2 in 1976. Between 1978 - 81, the figures
wére 173.3, 267.3, 401.2, and 865.7 regpectively.

The monthly rate of inflation which had stood at 32.5 per
Acent in January 1983, rose to 174 per cent in June of the same
year, whereas money supply rose rapidly from ¢13,787.9 million
in May to ¢17,117.8 million in September. Although there was aﬁ

increase in the basic wage from £12.00 to £21.19 a day,7'this could
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not meet up the rate of inflation.-

.The IMF/Wor;d Bank loans were Aimed supposed at eﬁhancing
the economic recovery of the country, that m2ans alleviatihg‘the
suffering of the people, but cont?ary to policy proclamation,
the 'recovery' was staged on the backs of the wofking classes
and the poor. It also leq te extensivé ¢oncessions to foreign
capital, large scale retrenchment and the swelling of the ranks
of the unemployed, etc.8 Ih reality, Ghana became worse off.

‘The consequence of this massive investment of resources -
in Ghana by the multilateral agencies and institutions has been
‘a re~direction of Ghana's foreigh policy towards the West. In

-fact, prior to tﬂis period of investmeﬁt, Ghana's foreign policy
used to bhe Africa-centefed. _Ghana was known for its dynamié
"foreign policy which emphasized African Unity, Non-alignment,
decolonisation and Pan-Africanism.

Today, however, Ghana has hoet dragged iato the "debt trap"
of the West and its foreign bolicy is now anchored on fragilé
political economy. The country now échpes what the West want it
to say and do and her credibility in the International system has
greatly reducea. |

| The central-questions this study will attempt to answer

include:



1) |

2)

3)
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Is there any relationship between the World Bank/IMF
Economic Recovery Programme and the worsening econo-~

mic crisis in Ghana? In other words, what has been

the impact of the IMF/World Bank loans to Ghana on

the country's political economy. More specifically,

what has been the impact of these massive investments
on the living standard of the average Ghanaian? |
fs there any relaiionship between the worsening  debt
crisis and Ghana's fqreign polic& towards the West?
What factors forced Ghana into the debt trap of the

West?
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1.3 SIGNI?ICANCE OF THE STUDY

N Over the last two decades, Ghana has been receiving loans
from IMF/World Bank and other internmational financial institﬁf
fions. As these loans are being pumped into the economy from
all directions, there has been no reél improvement in Ghana's
Heconomy.~ In fact, the economiclsiteation could be said to have
worsened.

The situation was compounded by a. period of famine an& by
the expulsion of over half a million Ghanaians from Nigeria.
Infletiop during this period ran in 3 digits, industrial produc-
tion recorded negative growth, food shortages were widespread and
the cocoa 1ndustry, the backbone of the economy, was in abeyance

as several bags of cocoa were locked up in the hinterlands due

o to poor transportat1on.9

Yet, with all thoas pitiable conditions, the IMF/World
Bank and other international bodies have continued to give A pat
on Ghana's back for a job well done.

The significance of this study therefore iies in its inten-
" tion to explore and analyse the strategies and tactics employed by
éhese institutioes'especially'IMF/WOrld Bank to penetrate, and the
- mechanisms 1t has used to dominate Ghana's economy since indepen-

dence. By using the Dependency Theory, the study w111 investigate
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N
the issues involved in holistic terms and analyse the facts
concretely rather than abstractly.

This study also has thevpotenﬁials of extending the fron-
tiers of reseafch work and knowledge in the area of:International.
Economic Relations and Debt Crisis in particular. It certainly’
has thé potentials of'changing'the focus of research in general:
from much emphasis on the iSsue of "War and Peace" to the vital
area of Economy.

More specifically, the study will be useful to Internmational

‘org&nisufions and institutions éspecially those concerned with
human welfare and socio-economic development like the Economic
Commission for Africa (ECA), Organisation of African Unity (O.A.U.),
the IMF and World Bank, ambng others.

| Both Ghanaian leadersAand the average Ghanaian will defive a
lot from this sfudy, Ghanaian leaders, gspecially thoge currently
in power will get more information on how the IMF and World Bénk-
are creating hunger in the country; whilo preachipg the ideology
of econohic recovery, The hverage Ghanaian, especially those who
constitute the victims of £he IMF/World Bank loans will now find
out how their problem started.and the direction it iéllikely to

take.



- 10 -

Finally, the significance of this study rests on the

expectation that a purposive pursuit of the strategy of self-

reliance devoids of the manipulations of foreign capital

which consequently affects Ghana's foreign policy will provide a

lasting solution. to Ghana's endemic debit crisis.

1.4

1)

2)

3)

- 1.5

O8JECTIVE OF THE STUDY

To find out the magnitude and direction of Ghana's

debt crisis and the impact of tﬁe’debt crisis on |
the country's foréign policy.

To find out the impact of debt crisis on the life

of the average Ghanaiane.

To find out the fastecas that forced Ghana to the

Western "debt trap'.

LITERATURE REVIEW

The mounting external debt of Africa and other Third World

Countries has become prominent within the agenda of United Nations

Conference on Trade and Development (UNCTAD). This is inseparable

from the broader problem of what to do about the structure and per-

formance of the global economy which based on an international

division df labour, puts numerous African countries in a situation
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where.they experience acute and chronic deficits and unfavour-
able“terms of trade.
It has been noted thaf the total external public debt of

75 rnon-0il exporting Third World Cpunpries rose from $66.8 bil-
Lion in 1973 to $122.8 billion by 1977. 1If undisbursed, contrac-
“ted debt is included, the increase was by another $22.1 billion
or from $43.0 to $171.1 billion. From 1973 to 1977, the key
indicators of national capacity fo service disbursed debt worsgned
for the 75 éduntries collectively. Outatanding debt increased from
,11.9% to 15% as a proportion of gross ﬁational product, and from
76.5% to 88.9% in relation to export receipts, while debt service
payments rose margin#lly from 10.1% to 10;2% of export receipts.Io

. For African countries within this larger grouping, their
:outétanding'debt went up at a rate simiiar to other regions of
the Thirdjhhrld.T From $6.8 billion in 1973 to $12.7 billion (dis-
Bursed) as of.1977, and from $9.6 to approximately $21 billion
(including undiébursed). The outstanding disbursed debt to gross
continental product by 1977 and climbed from 72.5 to 95.8% in
relation to export receipts, each proportion being relatively high,
contrasted to elsewhere in thé Third World. However,-debt service
payments to export receipts remained a constant 10% in part. due to
the relatively higher grant component in official development

" assistance to Africa.11
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48 a result of the sustéined'eqonomic_crisis.facing most
éf these developing countries, éspe;ially in Sub-Sahara Afrfca;
the vasﬁ majority of nations in these countries have turned to
Fhe Internationdl Monetary Fund (IMF) and World Bank for balance
of bayment.12 Because of the conditionality, attached to these
loans by the IMF/World Bank, developing coﬁntries-h&ve Become
victims of debt crisis.

In épite of the debt burden of the developing countries,
the IMF/Wbrld Bank who are the major donors of loans to these
countries argue that they:are the best option the Third World
Countries should turn te if thees countyies have to come oﬁt of
their situation. They further argued that those countries that
have sort the help of IMF/World Bank zre doing well, According
tq an official of IMF;'"there are optimistic signs emerging out
of Sub-Sahara Africa . . . that its economic performance is
improving and, that the prospects for its future may be brighter
and mgrevmanageable o o ey thege improvements are greatest where
Sub-Sahara govern@ents have adopted poiicy reformg and Africa's
donors and creditors have increased their sdppdyt".is

'ThelBaker Plan of 1985 went hhgad to propose that debtors
grow their way out of debt through a;combination of structural

adjustment and new loans which were conditional on adherence to
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structural adjustment.14 They thereforeiclaim that their aim
of giving loans is to fight anti-poverty programmes including
infrastructhralidevelopﬁent; balance of payment stabilization
programmes'andAstructural adju;tmenﬁ pngrammes (SAP) or eco-
nomic recovery progrémmés (ERP).15 |
The IMF/World Bank'annual.reports and publicafions of
their role in Africa show that they have positive intention
which should be appreciated, as is evident in the 1981 Berg
Reporf entitled "Towards Accelerated Development in Sub-Sahara
Africa". This impliesg that all attention yas focussed on deve~
lopment of Africa, therefore,while IMF hag focussed on the external
sector, the World Bank has been pre-occupied with the agricultural
séctor or ?urAI economy in the overall interest of advancing the
econ9mic growth of Africa. The Fund and the Bank see themselves
as playing the "Good Samaritan" role of aéting af the invitation.
of African countries'and in supportive aésistance to them.16 ‘
This same school holds that the Third World lack capital
accumulation because the peoples of these areas have poor saving

habits encouraged by their anachronistic traditions, institutions,

extended famlly and value system.17

" The World Bank sees the predicament of the Third World as

not their making_but the Third World's own making.  The Bank
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identified that on tﬁe average, per capita income in Africa
declined by 0.4% per year in the 1970s. That the volume of
| agricultural exborts fell over the decade by 20% and estimated
food production per capita also fell. They said that this weak
perf&rmance ;as the result of varied influences including ngern-
mental inefficiéncy, pervasive mismanﬁgement, and difficult
‘external circumstances.18 |

lThése mﬁltilaterai ins#itutions argued that in all their
dealings, their policy conditionality does not encroach on the
national sovereignty of countries borrowing from them because
in the final analymias, mommire ‘aw ot sospelled to draw on the
. IMF/World B;nk funds, nor to'accept conditionality. They'do so0
Willingly-in exercise of their sovereignty.19

It is thié conceive conviction of IMF/World Bank that Hyde,
in his article "The Poor Becomes Poorer, admits’IMF", argues that
money and credit pblicies which.aim at limiting domestic credit
expansién are favourable to the poor as they helb reduce inflation
and increase the supply of loanable funds availablé to the poor.20

However, with the initial opfimistié notion of the Fund and
the Bank'og Africa's economic recovery,it has been noted that
Affica has incurred more debt than before it entered into agree-

ment with the Fund and the Bank.
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Table 1.1 bélow explains more how Third World Countries
especially Sub-Sahara Africa;s debt have been growing in the
1980s wheh most African countries entered into agreement for
financial help with multilateral institutions.

Table 1+.1:fxternal Debt and Debt Service Ratios For
Sub-Saharan Africa (in million of US $ dollars)

. Total External Debt Debt Service
Schedule
1970 1980 1985 . 1985 % of Export
Benin 41 400 756 109 -
Botswana 15 156 *.339 52 | 5.8
Burkina Faso : _ 21 334 539‘ 52 -
Burundi 7 165 146 28 -
Cameroon 141 2,511 2,871 333 11.7
Cape Verde - 20 22 6 -
Central Afr. Rep. 24 181 341 . 24 8.01
Chad 33 . 204 - 161 10 6.9
Comoros 1 44 133 4 | 19.5
Congo . 140 1,366 2,420 409 | 20.51
Coted'Ivoire 268 5,922 8,446 1,141 34.3
Djibouti - - 32 . 146 5 -
Equatorial Guinea 5 75 133 9 -

Ethiopia 109 803 1,869 129 -



- Gabon

Gambia

Ghana -

: Guinéa
Guinea-Biésau
Kenyg ..
.Lasotho
Liberia
Madagascar

~ Malawi |

Mal‘i
Mauritania
Mauritius
Niger
lNigeria
Rwanda

Sao Tome % Pr.
Senegal
-Séychelle;
Sierra Leone

Somalia

1970

91

313

16

421 -

158

125

241

33

572

132

60

77

8,888

1980

1,565

130

1,088

130

3,510

71

701

1,251
818
728
820
457

863

190
13
1,287
84
425

757

1985
1,134
234
1,381
‘255

4,219

176

1,155

2,587

988

1,469

1,477
629
1,154
18,348
351
.72
2,454
73
527

.1,486

1985 % of Export

302

17
109
142

14

421

1?7
100
321

88

96
120

68

74

4,383

16

194

43

128

" 16.2

106.9
28.5
5.2

8.61

44.5
10.01
11.8
'29.5
33.7
'3.31

63.8

7.21

100.3



Sudan

Swaziland

. Tanzania
Togo
-Uganda '
Zaire
Zambia

Zimbabwe

SOURCE:

1970

308
37

272

142

657

1980

4,680

181
2,544
1,034

708

3,242

1985

6,332

2,077

3,609

923

1,030

4,482

By 143

1985 % of Export

874
28
312
122
108
820
528

377

World Debt Tables 1986 - 87, World Bank.

104.8

10.2

37.5

62.3



. The IMF loans were borrowed by African countries'wifh.the
view'of adopting policies that would bring the balance of p;yments
back into equiiibrium. Equilibrium was, however, interpreted as a
conditioh whereby the value of imports of goods and se}viceé..includ-
ing interest and diVidend payments, is balanced by the value of
exports, feceipts of offiéial ioans and grants less‘repéyments and
net privaté"invesfment-by foreigners.21 However, due to the nature
of‘trade.relations between the developed and the developiég st#tes,
it is difficult for developing countries to balance their import/

export receipts as”indicated in Table 1.2-below.

Table.1.2: North-South Dependency ligquation (Value in Billion of Dollars).

I World Production : 1970 1982

Total . Percent Total Percent
i)  World ‘ . 3,032.4 100 . 11,015.2 100
ii) Developed Market :
Economy 2,125.3 70.1 7,691.1 69.8
iii) Developing Countries .
and Territories 390.6 12.8 2,077.2  18.8
a. Major Petroleum fxporters 102.2 2.3 846,0 7.6
b. Othef Developing - } '
countries . 288.4 9.5 1,231.2  11.1

iv) Others . 516.5 17 1,246,9 11.3.



i)

1I 'Trade (Value) 1970 1982
' Total  Percent Total Percent;. '
i) World 312 100  1,933.2 100 .
"ii) Developed Market Economy
Countries . 224 72 1,274 ' 66
iii)All Developing Countries 54 17 1456 24
'a) Major Petroleum Exporters 18 5.4 157 8
b) Other Developing Countries 36 11.5 300 16
iv) Others 3 10.57 201 10
I1I Trade Flows
North South Total
1970 1985 1970 1985 1970 1985
North 68 61 15 16 83 77
South 13 17 4 6 17 23
' 81 78 19 22 1100 - 100
IV Developing Countries . ;
" Outstanding Debt 1970 1985
i) Total Public Debt Outstanding and
Disbursed (DOD) - all low income '
countries (in billions of US Dollars) 50.77 11.2
ii) Debt as a percentage of GNP 12,9  33.0
iii) Debt as a percentage of Exports 1 99.41 35.7
V * Current Account Balances (excluding
Exceptional Financing) (in billions
of U.S. Dollars) 1970 1985
‘All countries 4.3 ~ 80.5



1970 . ' 1985
ii) Industrial countries - o ~6.3 - 53.3
iii)  Developing countries . - -=10,7 - 27.1

a) Oil Exporting countries } : - 249 = 5.5

SOURCE: Africa Quarterly, Vol. XXVIII, No. 3 - 4, 1987-88, p. 14.

It has also been noted that the Fund insists on policies with
_ much.broader.bbjectives; policies thét in its opinion, would make
better use of theiland, m@npbwer and capital reéources at_the borrow-
ing country's disposal. The measures also ;nclude the ending of the
monopoly position or privatisation of parastatal marketing and manu-
féctﬁring enterprises; reductioh of credit from the public to the’
'private sectors; the ending of price controls and‘subéidies: ihe
raising 6f commercial levels; the removal of exchange and import
controls and’thé lowering of Fariffs.zz |

Desbife these measyres, by 1587, African debt stéod at US
$200 billion mark. Relative to the income level of its pecples,
Affica's,debt is highest in the world and Africa's debt ratio has
.risén from.around 15. per cent in 1980 to more fhan 33 per cent‘in
1987. As a result of fhese developments, the economic recévery )
programme for Africa as designed under OAU gﬁd UN\providing finan-

cial package for tackling the crisis situation was not able to:helpA
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matters bec#uée the package was to provide short-term solutions.
However, the debt-crisis of Third World ié.said,to be a symptom
of the.deeper malady traceable to critical economié'deﬁendencé.23
Thus, the IMF apﬁroach to balance of payment ﬁroﬁlems has
' been heavily criticized by Killick who’argued,that'the over-rid-
ing conderh with correcting deficits had led to insiétenpe upon
expéhditure reduction which has been costly in terms, of odtput
lost and dnemploymox\to24 Consequently, Africa‘'s debt rose by 22%
per annum between 1073 - [U74 aml IUQH « A\U83 and by 1986, the
total oﬁtstanding debt aé'h percentage of GDP amounted to s&me
54 per cent with percentage of export of goods averaging 44 per
cent.25 | | | |
This has resulted in the crisis of the developing countries'
external debt which has become a realldrag on their econcmic deve-
.lopment. Thus, from 1980 to 1983, fhe‘influx of funds from the
Weastern countrie; to Latiﬁ American countries shr;nk from $30,260
million to $3,200 million, i.e. to nearly a tenth, while interest
payments on loans and profit transfers by foreiéh monopolies, mainly "
t; ;he United Statés neaily doubled, so that the net outflow of funds
from Latin Ameriga to the developed capitalist countries in 198;
totalled nearly #30,000 million or 4 per cent of the Latin American
| counﬁries GNP. .Frpm 1981 to 1983, Latin America's GNP shrank by

' 2.8 per cent, 5.8 per cent in'Brazil;'15.7 per cent in Bolivia,
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9 per cent 1n Argentina, 9.9 per cent in Chile, and 13.9 per
cent in Uruguay. In that period, Latin Amer1ca 8 GNP per head
dropped by 9;5'per cent.
'From 1981 to 1983, GNP per head fell by 12 per cent in

African countries south of Sahara with an important factor in

the process, heing the economic blood-letting as the African

countries transferred to the Western countries more and more billions

of dollars every year to pay off their external debt and interest
on it. From 1970 to 1982, these payments went up from a total of
$499 million to nearly $5,500 million, i.e. a more than 12-fold

Y 26 ' ‘

increase.,

Table 3 below shows the influx of capital and externalldebt

service bayments of developing countriese.

Table 1.3: Developing Countiies'Ankternal Debt: Influx of
- Capital and External Debt Service Payments*(in
$'000 million)

1973 1980 1981 1982 1983 1984
Total Debt at ;ear;end - 610 702 775 843 - 895
Medium and Long Term- ‘ ) | _ |
Debt - including: 140.9 471 528 582 658 717
Government Sources 115.4 177 - 192 240 229 245
Private Sources : 25.5 294 | 336 372 429 472
Short Term Debt - 130 160 171 154 142

Use of IMF Credits - 9 14 22 31 36

\\/I

1985

970

774
266
508

196



1973 1980 1981 1982 1983 1984 1985

Payments on Credits 16,0, 11.1 86.4 97.6 115.2 126.6 =
Debt Amortisation  11.2 40.5 45.6 53.9  58.2 63.7 -_“
Interest Payments 4.8 30,5 40,8 43.7 57.0 62.9 -
Transfer of Profitm - " - fdef 14,0 14,0 14.5 -

Ratio of Debt Service , ,
Payments to Exports (%) - - 99.1 122.8 129.8 127.6. -

SOURCE: World Debt Tables, The World Bank, 1984 - 1985, p. IX.

,Thus; Africén countries have lost dver 3100.000 million
yearly from the transféf of profits by‘foreign monopolies, the
manipuiation of pdrchase piiée and sales in the We;tern ﬁonopoliesi'
intra-corporate trade, the gxcessive,payﬁents fof licenses and
freight cJarges, the "brain drain"i the depreéiation of hard-
currency earnings in consequence of the galloping inflation in.
the Wést.27 As a result, about 43 per cent have;adopte& stabili-

- sation programme, 70 per cent structural adjustment programme '
~ (SAP), 50 per cent maintained National P;eparedness Machanism,
- 50 pe;'cent.established Nationdl Food Security-Systems and 87
per cent adopted'price incentives‘for agricdltural products.28
Ghana on her part, adopted the Stabilisation progfaﬁme in

i
]

1966 after the overthrow of Nkrumah's regime. The official rationale . .
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for the stabilisation was to arrest inflation, the stimulation
. of domestic and export production and the improvement of Balan;e
of payments‘and debﬁ service capacity.'.ﬂoweVef, the stabilisa-
tion plunged the'econqmy into deep receséion and stagnation and
intensified social and structural éontradictions iﬁ Ghana; By
Augﬁst'1968, over:66,000 workers - some 10% of the total wage
labour force iﬁ Ghana has been dismissed from their employment.
The devaluation failed to stem imports and stimulate exports; in
spite of the devaluation, the quantum of export, instead of increas-
ing rather decreased. . « for all commodities except timber and
dimonds.29 |

As a result of the fﬁrcibly depressing the standard of living
of the mass of the people, st;binsation was /iblé to repress the
signs of inflation, but without removing its fundémental causes.
It was also discovéred‘that in Ghéha, more attention was paid to-
" effecting public sa?ings fhan stimulating production while the IMF
expenditure ceilings and guidelines were rigid;y enforced, the Bank's
' development'paCKage was ngver‘implemented. Thislgoes to bﬁftress
Hanrington'é.view that IMF stabilisation programmes are conceived to
satisfy the needs of fhe lenders rather than those of ;he,debtor

country.
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" .. However, Ghana Qas able to‘make sizeable drawinés under
the stand;by arrangements indicating the extent to which the
country met the porformance ,‘qmwma; The eriteria a‘lro_:ady :
stated is the thrust of stabilisation which is to stimulate
aggregate domestic supply by realigning felﬁtive prices in
favéur of production and export sectors, fedude the govern=
mentjbudget deficit and thereby the undeflyiﬁg inflation pres-
sufes. The fehabilitation phaée'emphasis was placed on improved
capacity ufjlization Bf existing caﬁital asseté.._These are the
roads,'railways aéd ports and providing esgential raw materials
and'imporﬁed inputs to the productive sectors pafticularly the
export sector. Also in the liberalisatioﬁ and growth phase, the
economy was libérélised by way of relaxing the striction on tré&e
and pPayments control, reducing the extent and coverage of domestic
‘price controls, and removing other rigidities, barriers ahd dig= |
-tortions in the e¢onomy.31
-_It is also noted that with the IMF inspired devaluations,
‘Qounfries affected often end up Qith thg samelst}uctnrél balance-
qf-payments'deficits as before the devaluations except ét a much.
higher rate of inflation and attendant economic and political

strife.32
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‘Ninsin has also noted that in 1967 when Ghana implemented :
. the IMF con&ifionaiity by devaluating the cedi and the liberali-
| satioé of trade,-salaries:were inpreaséd qumitigate the effects
of the devaluation but this did not help the worker because the
continued'inflatidn caused by the devaluation had wiped out the
gains such that bylthe close of 1968, the real minimum wage for
the worker was 38.1% less than its 1960 level.>>

Agyeman-Duah has also added that with the help of IMF and
WOrid Bank gui'delines. and. c'onditioné‘, And w;th'massiQe i,nfl,lsi(.)ns. o
of international capital, the P. N. D. C. appears to have halted
the progressive decline in the ecouoﬁy. The recovery progrdmhe,
howeier, has created unusual hardship, notably becauée the uhpre;
cédented devaluations have réndergd the cedi aimost wérthleés.'
" As the priﬁes of‘goods’have sky-rocketed, and as subsidies ha§§
been_withdrawu on'imported commodities and social'gerviceé. thé
éést of living ﬁas become outrageously prohibitive.for the vast
: majofit& of Ghanaian.34
Omaboe who was the chairman Qf the hiC's Economic Committée
f and also the Commissioner for Economic Affairs, h@wevgp, conceded
that the goiernmenf's policy of substantially increasing the scope
of import‘aﬁd exchange liberalisﬁtion meant, among others, putting -

a number of items on Open General Licence, and allowing foreign

- companies operating in the country to repatriate their profits and
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dividends without restraintQ This, the Commissiongr e&plained,
' ,.wa;s- necessary to ra-sabablish wué opobetion swong iti&ﬂrnational
capital markets so as to .attract foreign lnvéatments. In brief,
the.policy of promoting private enterprise at home Qould proceéd
under the protéction of foreign capitalist interest.35

However, Ninéin has a different explanation on the econo-
micApolicy of fhé‘goyernﬁént. According to him, it could'bé
 .exp1ained oniy in terms of the material’interest of the fraction
of tﬂe dhanaian petty-bourgeois class that had taken control over
the‘State apparatus.36 ”

In As much as we may agree with Ninsin and his colléagues
in'this‘schooi of thought, it is clear from the literature review
that we must go.bgyond this viewe Thus, BoafowArthur inﬁhis article,
argued that the National Liberation Council (N+L.C.) and the Busia
regime forged close re}ationship with Westefd governments and
 financial institutions as a result of Ghana's inability to repay
" her debt. Also, there was an urgent need fo>attfact exteinal
investment and financial help fo? development. This resulted in
the invitation of the IME/World Bank advisers who tock over the
control of ﬁlanning and econbmic-policy-making departments of the
country.37 | |

As a regult of the urgent heed due to Ghanafs debt ﬁosition,

. the=c6untry's foreign policy optioné were affécted.' Example is‘the
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restoring of friendly relations with Britain thch had been
brokén by Nkrumah in‘repraisal for the British government's
stahd on the Ién‘Smith's Unilateral Declarﬁtion of Indepen-
dence (UDI) in Rhodesia (Zimbabwe) in 1965,

Almost immediately after this change of policy,'he further
argued that various forms of aid which had been frozen during the
Nkrumah govebnment's latter days began pouring into the country.
One of such aid is the United States Agency for International
Déveiopment (USAID)'which anﬁounced a 680,000 Fooq'for,Peace
cofn allocatioﬁ in 1966 and the-Unite& Nations Dévelopment_Projéct
app;oving $356,000 loan to ease the country's balance of payments
difficulties. Other forms of aid came from Britain, Canada and '
West Germany. Howevér, whilst relations with the capitalist West
were strengthened by the NLC regime, those with'China and Soviet
Union were frozen.38 -

lBusia's regime also followed the NLC poliﬁy with regards tov
theiWest. He did not hesitate to defend the Western powers on
international‘iséueé such as Britain's arms'to_Soufh Africa’which ’
rendered his policy of dialogue with South Africa very unpopular
among African States.S? Thus, Jonah has argued that the deteriorat-
'.ing economy of Ghana provides an excellent example of how powerful
multilateral institutionslljke IMF and the World Bank can take over

the bureaucracy of a weok Third Varld G@Mgtryliikevﬁhnna and reorganise
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it as well as create withiﬁ it, what they consider to be appro-
priaﬁe stguctural‘netwamhkter fmplansot ing their roreggh Dolicy.4o
. Thus, our point of'departure‘becomea very clear wh;n ft is
realised that this study aims fundamentally to evaluate. the

political eéonomy of Ghana especially its impact on foreign

policy towards the developed countries.

. 1.6 HYPOTHESES I: DEBT CRISIS

i) There is a positi?eArelationshiplbetWeen the Economic
Recovery Programme of the IMF/World Bank and the
‘worbening crisis in Ghana.
ii) ~ There is a diréct relationship between Ghana's
'.reliance o@ IMF/World Bank loan and her favourable .
foreign policy initiatives and options toWgrds the
West.

1.7 . - THEORETICAL FRAMEWORK

" Qur fheoretical framewqu for‘thé analysis of this astudy
will be Based ;n the Dependency Theory, - '
| This theory is traced to Andre Gunder Frank, Samir Amin,
Celso Futado and others. The theory shoﬁs the relationship Eetween
developed and hnderdeveloped nations. It argued that the metropoles
‘exert their pbwer via ﬁ chain of monopolistic and extractivg exchanges.

‘'The consequence of these relations for the developing countries is
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" that certain problems, such as poverty and distorted develop-

ment'are exacerbated and the developing countries are furthér,
disddvantaged.41 ' _
The central thegis of this theory is that the structures

of dependency cause underdevelopment. Thus, the Western Imperia-

list conquest and the incorporation of the political economies

of the Third World Countriés into the World Capitalist system

placed them in a position of sub;ugat1on and dependence.42

The theory w111 help us to analyse how Ghana was dragged

" into the debt crisis through its corporation into Western capi-

talist system. Secondly; how this incorporacion into the capi-
talist system has distoited and worsened Ghana's economy.

Fxnally. the theory will help us to understand how the

1ncorporat10n of Ghana into the capitallst system and its exw

ploitation and subjugation within the system has influenced its

foreign policy towards the Weat especially United States,

1.8 DATA GATHERING METHODS

One of the main problems facing research programme in
developing countries, is lack of reliable statistical data.

However, in the area of debt, there is considerable data avail-

able eien though they are scattered here and there.
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The use of documents will therolore form our main 'qource' _
of dAfa. -Accordiﬁg to Kénneth Baily, documeats could be clas-
vsified into two namely, Primary and Secondary documents. Pri-
mary documents or eye-witness accounts are documentglwritten by
béople who experienced particular events, while sec&ndary docu=
ments aré accounts written by beople who were present on the
scene, but who fegeived thelinformafiod neceésary;to compile
the document by interviéwiﬁg eye-witnesses or by feading primary
doéuméntsf43 |

Our use of this mefhod of data gathering ié justified due
to the fact that it allows résearch on issues and subjects which
the researcher cangot have physical access to the respondents,
and thus, cannot study by any other method; Since our study is
concqrned'with negotiations and agreements among government officials‘
to get them and find out their.viewé on this issue under study.
This goes to r,ule. out the possibility of using survey methods like
questionnaire, interview or observation methodse. '

' Furthermore, expressive documents are capable of bringing :
the significant information which cannot be gotten~through another
ﬁethod. The issue is that where reliable documents ex;st;Agenera-
lisations based on them do sometimes appear more reliable than those

emangting from the'limited data from the primary sources. .
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' Another justification is that this method will help us
to gather data stored in libraries, bookshops, files, government
archives and:IMF/Norld Bank offices. UYe also know that document

study is speéially suited for studies that span oier three

. decades and is concerned with the trend of our foreign policy in

relations to debt crisis. This method seems to be the best for

‘gathering the necessary data.

To eﬁsnre the,reliability and validity of our data, we
shall use the content analysis of documents as propounded by
Berelson.44 According to Fbstingef and.Katz. cpntent,analysia
is a researéh techniqué for the objective systematic and quan=-
titgtivé description of the mahifest c@ntent of communications.45
The objective of content anal&sis is to convert recorded raw
phenomena into d&ta>which can be treated in essentially scieﬁti-
fic manner so thdt.a body of kﬁowiedge may be built up. There
are four chatactéristics which a scientific'data mﬁsf display,

namq}y,’objectivity, replicability, quantification and generali-

. sability and these could be attained through careful use of the

content analysis strategye.
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CHAPTER  TWO

2.1 THE HISTORICAL BACKGROUND OF GHANA'S ECONOMIC CRISIS
AND DEBT PROFILE

Ghana has emerged as one of the worst victims of the IMF/
World Bank éxperi@entn in Alrtcm; thua, the coﬁtral ain of fhis
chapfer is to trace the prlgﬁu_of ﬂhpna'u economic crisis and
. the factors that necessitated the intervention of the World Bank
and‘the‘IMF." |

When Nkrumah and 'his government fdok over power, their
first problem was that the economy was unde? the complete con-
trol of expat;iate firms-and ;ompan;es. That is the economy was
a typical colonial economy , where the ﬁatural resources of the .
country were being exploited to the disadvantages of Ghanaians.
However, ;Ghana at this period had a foreign resérves amounting ‘
to £200 million and a debt of £20 million.>

The government of Nkrumah during independence, decided
that the economy of Ghana should be under the contr61 of Ghanaians.
In order to achieve its aim, the govefnment took to the socialist
programme.of wﬁrk and happiness which leads to a self-sustaining
economy baéed on socialist pr&ductibn and distribution. = An economy

balanced between industry and agriculture, providing sufficient

food for the people, and supporting secondary industries based on
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the products of the cduntry's agriculture. This programme was

also to make _sure the national wealth was bu1lt up and used in

such a way that economic. power was not allowed to exploxt the |

:-erker but used for the supreme welfare and happiness'of the
people.i ' -

However, the strategy used tq achieve the pfogrgmmq of
:work‘ahd hapﬁiness was a gradualist approach. Herg,'ihe economy
reméined a mixed economy where the publie¢ and co-operative sector
was to operate along with the brivate sector until the public sector
gradualiy overtake and entirely eiiminaté the private sector.

' Nkrumah's government therefore declared that the economy will, for |
‘séme time, remain a mixed economy, and hié_government will nake'sufe
the opefation of the mixed'ec;nomylleads fo the socialist transfor-
mation enQisaged. Thus, the government's socialist objective ﬁas
that.the'public and co~-operative sector of the productive economy
-expand at the maxlmum possible rate. “

It was thxs strategy adopted by Nkrumah and his government
that Boahen.argued that even during Nkruma 8 regime, the economy
was still being controlled by expatriate firms and companies con-

trary to his socialist belief. He pointed out that over 90 per
cent of the country's import trade was in the hands of overseas
firms; 96 per cent of the timber concessions were held by expatriate

timber companies. All the seven gold-mihes_and half of the diamond
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concessions in the country'were owned by foreign companies.
The banks and insurance companies were nearly all owned by
eipatriates and the two Hritish awned benks coﬁtrolled 90
ber cent of all the banking buwinwes in the country. Noﬁ_rlyl
all the indusfries and construction enterprises were owned
by foreign firmé while even in retail business; Ghanaians were
‘facingIVery stiff competition from Lebanese, Syrians, Indians,
hritiéh and European firmg and trading compaﬁies.
| No efforts were = -made to control retail prices while
~almost all thelimports of the country were on open general licence.’
There waszno.control whatsoever over the transfer of profits
ab;oad. poahen, however, stated that it was onl& agriculture
and especially the production of cocoa that were in the hands
of Ghanaians. But even h?fe, the marketing of agricultural
-produétg inciuding cocoa w;s dominated by expatriate firms such
as UAC, CFAQ, Cadbury and Fry, SCOA and UTC-2 | |

. Though Boahen hgs argued that most of the projects wefq
still in the hands of foreign firms‘dufingiNkrumah's regihe, it
is ﬁécessafy to point out'that Nkrumah's government waé aware of
the situatién. Thus, the goverﬁment pointed out that,ih the
interim, it wasjconsidered necessary by his government at-the
time to undertake joint projects with already operating capita-

list ones. He further explained that it was better that way,



- 40 -

thap the alternative of eéénomic blockade by the West, and
conéequent lack of development, until the assistance of
socialist stafes could be procuredc3

However, in the field of agriculture, the government
pléced greatér emphaéis on cocoa. Knowing cocoa was the back-;
bone of fhe economy, efforts were made to increase production
and improve the quality. ‘Thus. undér thisg regime, cocoa pro-
duction increased from 264,000 tons in 1956 - 57 to 590,000
tons in 1963 - 64, In addition, a huge silos waé_built which
was able to store half the cocoa ¢rop to enable the government
-restrict exports and ensure fair price in the erld market.
Attention was also given to ofher crops as part of the policy.
of diversifying the economy.4 The'achievements made in thé area
of agriculture as a result of this effort, were remarkable. It
would be recalled that during this pe?iod. the Ghana Farmers'
Marketing Co-operative Associatién -by.JQQO,HML);purchased about
50 per cent of the total crop through licpnced Ghanaian buying
égenté. By the end éf the period under review, mosf of the
expatriate firms had voluntarily withdrawn from that field. The
period between 1963 -~ 1965 was marked by extrémely‘fapid growth
of tﬁe codntry's primary export; with cocoa production rising by
more than 100%. This brought Ghana's share of total world output

from 28.4 per cent to 37.9 per'cent.5
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In the industrial shpere, Nkrumah's governmentvsaW‘the
bu_ilding of the Volta Project as a major 'stép to the develop-
iment ;f the industrial putential of Ghana, Tho governaent was
‘fully convinced that the'Voita Rivef Project could never be
implemented without massive foreign capital. The govérnﬁent

.therefore_relaxed its.ecbnomic'meﬁsurqs with thev;ole reason qf
encouraging fofeign capital and foreign investors. Among these
measures was the feduction of company tax rate fram 45 per cent
‘to 40 per cent, the granting of tax reliefs tobindustrips. etc.6
The government again, pointed out the degree to which the Volta
scheme fits into the chosen combiﬁation of a mixed economy with

' socialistland_co-operative’goais.- Thus, the government fihanced
half of the cost of the project which was £35 million. Thé other’
hélf of £35 million was jointly financed by America and Britiéh
govern@enté,'together with the world Bank and other international
ins_titutions.7

‘.The laissez faire policy which the government adopted did'l
attract some foreign éabital. Therefore between 1960 and>1961,,a
number of peQ indusfries were built; ﬁhen the Volta Rive?'Project
was éompleted in 1965, the government embarked on the construction
of many new industrial'projécta; A steel work with capacity of
'30.600 tons was constructed, two cocoa procegsing plants, two sugar

refineries, a textile printing plant, a glass factory, a chocoléte
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~factory among others. Hoﬁever, Boahgn in his own view, sawlthe
gdvefnment's’open.door policy not as road to industrialization,
but because the government believed it could afford it consider-
ing’ité hugévforeign reserves.

~ Another aréa that Ghana exercised monopoly under Nkrumah
was in the area 6f banking. In 1958, foreign banks held one-
third of.Ghana's foreign currency reserves but in 1965, they
held none.

To assess Nkrumah and his governmwent efforts on the socio-

economic development of Ghahd; it is necessary to take a look at
 the 6rigntation‘of Ghana's investmént policy Zrom 1951 - 1965.
An amount of-£127.8 million which is about fO per cent of govern-
ment expenditure;.was'allocated between 1951 to‘1959, for social
services and éhé cre;fion of infrastructure for economic growth.
£13.4 million which is about 10 per ceht, went £o‘the productive
sector. Additional £15.5 million was allocated yearly to the
‘bubnc, ;.ec-tor in the First Development Plan. Undéx'- the Second
D;velopment Plan, an éverngo of £68 million was for the public
sector with an addition of £34 million for the Volta complex. In
all, the government 's expenditure in the public sector between
1951 to 1964 was £476 miliion.9

Thus; in draﬁing conclusioﬁs from the above policy, it is

important also to match assets acquired during the period under
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réview and the debt inourred as a reswlt of th; devqlopgenf'
that was undertaken by ths government., The govornnant‘borrqwed
"considerable éﬁms of money on the basis of building capital
assets such as the Volta dam, and over hundred inddsiries th;t
_were'establishéd sinée independence. And so, during his over-
throw, Nkrumah's.government was accuséd of leaving an external
deﬁt of about £250 million. ﬁkrumah, however, pointed out thaf
the debt of £256.million should be seeA in the context of the
overall economic situation of Ghana. According té him, to im?le-
ment the [various development plans, it ﬁas necesgsary to borrow
money. He wént on to say that it was-not‘a mean achievement for
| Ghana by 1965? to have 63 étate'enterprises and budget of £200
hillion for its 8 million population. He compared it with Nigeria
during this same period, with a population of 55 million and a
budget of £78 million.lo-

| It éould therefore be said:fﬁat'Nkru@ah's governmenf pre-
_occupation was for Ghana to achieve a4genuineAeconomié independence.
For this reason, he established infrastructure for industrial deve-
lopment, among them is the Volta River Project. Even though they
cost a lot of‘money, they were for the long term economic benefit
. of the country. Thus when the National Liberation Council (NLC),
tookover, the realistic thing - was to continue with the Seven-

Year Developmentlplan initiated by Nkrumah's government. Rather
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‘ than.c;ntinué, thé NLC abandoned the Seven Year Developmént
Plan and replaced it with a two-year 'review period'. During
this period, ihe éovernmant dismantled fhe pocialized indus-
tries, and an unrestricted open door policy for 'private enter-
prise} was adopted.

It was this new development that the World Bank, ;n its

assessment of the military regime that tookover power observed

" thus:

the new military government that replaced
Kwame Nkrumah in February 1966, found
itgelf confronted with a major e:onomic
and financial ¢risis. 7The solution of
which has since predominantly concerned
the new regime. Given the dimensions of
the crisis, the need for important struc-
tural adjustments on almost all frontg
will continue to dominate economic. policy
for a long time to come.l1

Thus,ithe first adjustment the government undertook was fo ,
launch attack on Soviet and Eastern projects. This attack was.in
the form of sending experts of these couhiriqs back,@o their indi-
vidual countries. A ﬁemorandum by the Secretary ;o Committee for
Economic Co-operation with Eastern Countries (CECEC), stated that
"Members are aware by now that according to an order from the
National Liberation Council,;through the Ministry of Foreign Affairs,

" all Chinese and Soviet Experts have had to leave Ghana'.'?
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It is shown here that ‘in am much as the ﬁlnintfy of Foreign
" Affairs may have good réasons for this action, the action was not
in fhe interes£ of'tﬁe couqtry.. This waa because the Chinese
Government signed in 1962 and 1964, two Economic and Technical
Aid agreements. In.thé agreements, Ghana was offered an interest
free suppliers'’ credit of £15 ;iliiqn. The agreement also included
'the utilization éf the credit from 196{ - 71 and repayments‘startq
ing from 1971 -'81. In a subsequent'protocql. tpg Chinese govern-
ment ggre#d to prg-finance the Civil Works Projects, by conVerting‘
‘part of the loan as counterpart funds. This meaniﬁg that part of
the loan yould be converted_ihto consumer goods and the proceeds
o? which when sold; be used in meeting local expenées. |
The Protocal éovering this counterpart fund made provision
for a yearly ceiling of up to £2 million. Under this Economic
‘ Agreément,.the Chinese offered also.totbuild a Textile Factory.
and ; Pencil Factory. Civil Works of both projects started and
both projects WOuld hgve.been cénpleted before thg year was out.

The'totai

cost of the two projects ﬁaé.¢5.6 million and since more
than 50% of this was in the form of structures or materials and
equipment,‘if was uneconomical to ﬁe abanddﬁed.

The Soviet Union, like the Chinese, offered Ghana in fwo

" Economic Agreements signed in 1960 and'19§1, a total suppliers'
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"credjt of £10,476, 190.00. Out of this, an amount of ¢19,064,400
was éonverted into counte,r.partwfunds.13 |

With the above evidence, we see that the NLC government in
the Bid to saveAthe economy from further collapse rather woraéned
the already.battered_economy. This is why it has been noted that
despite the achievement of the NLC government durjhg its tetm'of
office, left a lot to be desifed. ‘Boahen has argued that due to
' the negafive_outcoﬁé of some of the economic policies of the NLC
government, unemployment situation grew much worse and thié was
because of the policy of retrenchment of lahour in the.corporatiohs
- and ministries and slowing down development., The devaluation of
the Cedi algo'led to a‘great increase in the cost of imported gdods
"and this made the NLC quite unpopulaf. Furthermore, there was no
perceptiblé change in the cost of even locally‘prodhced goods and
food stuffs.

Even though the NLC beliéved that the economic policies
they pursued will help offset some of the balancg;of payment pro;
blems and the national debf, the ordinary'man in the street could
not appreciate them.- The NLC governﬁent had theq handed over the
national assets to foreign interests. Alm&st‘a hundred state |
corporatioﬁslwere sold out. ' The government also invited a téam

of economists from Harvasrd to adeise LUband om her devolopwent plan,



- 47 -

ThelUnited States government and IMF had earlier on provided
$70 million dollars crédit to bulster up the regime.l4 This
'was fhe position that Ghana was subjected té which made Nkrumah
lament thus:

Our economic problems are not being -
treated as Ghanaian problems, but as
the problems of the United States,
Britain, West Germany and other - - \
countrieg which have substantial
economic interests in Ghana,

The solutions being dictated by
advisers. from these countries are not
intended to strengthen the economy in
the interests of the people of Ghana,
but in the interests of the foreign
companies and governments, which today
dominate and exploit the treachery and
ignorance of the NLC. Ghana has become
a neo-colony.15

Thus, the selling out. of Ghana's'asséts and invéstments
to foreign capitalists sent Ghana into economic crisis;. This
was because Nkrumah borrowed money for these various projects
lhe undertook. The projects were to be paid thfough their func-
tioning. Therefore, the NLC government, after selling these
asseté, still had to go borrowing tb'pay for the ert as a result
of tpe assets achired by Nkrumah. |

Therefore, when the NLC finally handed over power to Busia

and his government, they were faced with a precarious situation.
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"This m#de the government concentrate on sliort term spabilisatibn
policiés. The government in addition, initi#téd liberal economic
policies. As a result, Western cap;tals were viéited with cap in
hand for technical ;ssistance, grants, and loans. Thus, By the
time Busia's government was overthrown in 1972, £100 million had
16

been added to the national debt. According to Aluko, Busia's

unwise massive devalualion of the Cedi by about 48,5 pér cent in
1971 threw the economy and the finances ou’. of gear.17 '
By the timg Acheampong and his National Redemption Council
(NRC) "took over power from Dr. Busia, Ghana's debt was as follows:
‘ L&ng ﬁerm'debts ...»i ee.  $230 million
Medium term debts  .... ... $370 million
Short term debis  eees ese  $286 million
‘Unmatured 180 day Credits ... $139 million
Arreérs on Service Payments... $ 80 million
Arrears on lmport Payqents cee $ 67 million.'.
The NRC after one month .in office, ?epudiated $90 million in medium;v.
term deth'oweq to Br.itish'comp'anies.18 ) |
As Aluko has noted; that at the time when ‘the Acheampoﬁg
_government took over power, the economic position of the country
in early 1972 was worss then In ¢arly i968, Acheampong and his NRC

government succeeded to a considerable exteant in restoring'ﬁhana's

economy through the rise of world price of cocoa, combined with
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impoht restrictions and drastic reductions in'government expen-
,ditu;e and the Operation Feed Yourse;f Programne introduced.19
1n.December 1972, the balance of paymeﬁts recorded a surplus of
over- ¢133 millién. Desgpite significan@ improvement, the economy
‘ cdntinued to be plagued with a number of problemd.. Extornal'dest
still amounted to over $885 million in 1972. The reason for this
was becadse of the excess liduidity which reflected avhigh level
of budgetary.deficits and the increased reliance on the banking
systeﬁ; barticularly the Céntral 9ank to finance these deficits.
Kléo the reversal of the 1971 devaluation and the strict adherenée
to a fixed exchange rate left the country with an over-valued
cedi“which discouraged expofté. Again, tﬁe increase in the price
of crude oil in 1973 and after, affected the balance of payments -
adversely.20 |

By the mid-1970s, conditions in the country had worsened
. under General Acheampong and the crisis became intensed that |
Acheampong was fﬁfced out of office by his second-in-commana,
Akuffo, Unfortunately, Akuffo also was overthrown in a coup
led by.Rawlings. _After three months of "house-cleaning exgréise".he

21 The

handed over power to a popularly elected Limann government.
government , however, was inadequate in dealing with the economic
proBlems. There was mismanagement, corruption and abuse of office.

Inflation was still rampant but goods were flooding the market.
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This made things worse and Rawlings and his Provincial National
Defence Council (P.N.D.C.), struck again in 1981.

During the period P.N.D.C. intervened, the country was
~ tottering on the brink of COmpleie.economic_collapse. Infla-
tion‘wés so high, higher than ever experienced before. - Inflation
stood at.i74 per cent in June 1983 as opposed to 32.5 per cent in
January the same year.22 Unfortunﬁtely, the world price of cocoa
had dropped from £3000 per tonne in 1977 to onlf £800 in 1982.
Thus, local p;icé offered forAcocba‘was 56 low and unrealistic
that many farmers abandoned its cultiéution in.favour of food
| stuff.zs‘

The growing shortage of foreign exchange caused major
problems as explained by Rawlings in his address to comemoraté
Ghana'é_25 years of indépéndepce. Rawlings explained that "“as
of January 1982, the Bank of Ghana had outstanding fdreign'exchange
" obligations of about $300 million, while in our commercial banks,
outstanding applications fof foreign exchange to pay for goods we
are already consuming come to about $214 million".24-

For an immediate resuacitation of the economy, the P.N.D.C.
leaders took &0mo BROFL-Suis measdren 1% arvost the situation.

Firstly, they-established wandatory 'revolutionary task forées";
to assist with the urgent movehent to the ports, of an ;stimated |

82,400 tonnes of cocoa that were 'locked up' in rural areas.
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_.Sécondly{ in a dubious measure, the P.N.D.C. stopped the printing

25 With these and other measures

of new currency for circulatiopu
initiated, the economy di& not show any sign of improvement.’
Price indéx.for-consumer items moved from 29.6% in 1975 fo 46.2%
in 1976, until it reached 868.7% in 1981, |
Conkequently, the inability of the various governments to

tackle the ec;nomic problems of the céuntry, resulted in piles of
debt accumulation by each individual regime after 1966. Thus,
financial help was sort for and Ghana fell into the hand of IMF

and World Bank which had led to the consequent debt trap she has

found herself in.

2,2 TUE ORIGIN AND DYNAMICS OF IMF/WORLD BANK IN GHANA

To show how IMF/World Bank became involved in the political
economy of Ghana; some knowlédge of the background‘of the two insti-
tutions .is essential. |

The IMF and the World Bank were originally created to take
Aqare of the monefary and financial problems.of thg industrialiséd
4 c#pitalist cduntries, The Great Depreésion.}ed to the fingl aban-
donment of the gold atandard and to recofer their share of export
trade, tﬁe léading trading nétions resorted to competitive devalua—A
.tions designed to lower the prices of their exports on the world
market while the poorer restriction against imports or'creéted bila-

teral trading blocs.
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These and 6ther developments, posed a fundamental threaf
to fLe invéstment and trading interests of the United States, thchl
had now grown ho&erful enough to challenge Brita{n as the leading
power in world trade. It was thus to reconstruct the international. -
monetary'systeﬁ, and evolve new ground rules for cdmpetition.

between the main capitalist pOWef, that the 1944 Conferen?e at
Bretton Woods was called. It was this conference which gave rise
Ato.the International Monetary Fund (IMF) and‘the International

Bank for Reconstruction and Developmen£ (World Bank). The objec-
tiveé of the Fund were, among other things, "to promote exchange.
stability, to maintain ofderly exchange.ariangements among mehbers
.énd to avoid competitive exchange depreciation", and "to assist in
thé establishment of a multilateral system of'payments in respect

of current transactionswﬁetweeﬁ members and in the elimination of _
foreign exchange restrictions which hamper the érowth ot world'trade”.26

As Ismail-Sabri Abdalla puts it, the IMF was not corceived to
.deal with the specific financial problems of Third World Countries.
The Fund was born with an 'original sin'-which'contiﬁues fo afflict
it. The Fund's financial mechanisms were designed to cope with a
typiéal pr;blem of industrialised economies; to provide short-term
'breathing space to enablo countries to work their way out of pay-

‘ments deficits and thus avoid unwarranted devaluation which would

threaten the system of relatively stable exchange parities. As
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such, the coercive powers of the IMF were aimed at safeguafding
'exch;nge stabilityvand ensuring prqmptness in the correction of
~ payments imbal#nces which were considered to be transiept pheno-
mena. As the industrialised éount}ies were oa the whole cgfital
exporters, there was no need to ehvisage mechanisms for'meAjum
énd long term financing.' Banks, the Intérnational'Capital Market
and if necessary, iﬁterstate agreeﬁeﬁts Qere available for meet-
ing financial needs of the nature. . |

Thus; when most Thir§ World Countries joined the iMF after
independence, these Third World countries acceded to an agreement
which they had not negotiated. Therefore, when the group of 77
asked the IMF to participate in development financing, the Fund
replie& that its vocation is only to provide short-term support.27
- Thé World Bgnk on its own part was established to "proﬁote brivéte
'foreign investment by means of éuaranteé or participation in loans
and other invéstments made by private investors; and when private
capifal is not available on reascnahle terma, to ‘auj)plement'private
investment by providing o « s {iSapee !gm»prﬂduction puépones out
of its own capital, fundﬁ raised by it and ite other reséurcéa".zs
The World Bank thus act as a gtabilizer and guarantor of loans and
.mhke for movement of investment capital throughout the_world.

World Bank also was to act as a lender of last regort, and its



investments would Be plﬁnned in a manner likely to e;pand'the
sphere of activity of private capital.

It should therefore be noted that the means of intérven-
tion at Ithe disposal of these two institutions were devised to
"déal with sftuations that arise in industrialised count}ies and
are based on the expected response of those economies - occasional
deficit or deeper disequilibrium. However, unlike the Third |
-WOrld Countries, é defi;it in the‘bdlance of payments of an
industriaiised country normally iﬁplies the existehce of stocks
of'unsold.goods and services, or of idle production qapacifies.
An occaéionalAdeficit is considered a simple 'maladjugtmeht'“ In
other words, the country concerned in its desire to boost growth
would have allowed the money supply £o increase to such a degreé
-that the‘rgsulting inflation makes its export prices less competitive,
‘while more imports were attractedAby the domestic market.'29 The IMF
therefore extends credit tq such a country in the leéitimate expecta-
_ tion that deflatién would make its export priéea'qore competitive and
thus would enable the economy to respond almost immediately.

On_the other hand,.if disequilibrium is deeper, then there is
the need to. devaiue the national currency. Devaluation makes imports
more expensive and export m;re competitive. But given the-already

high standard of living, a decrease in imports would hardly hurt the



the.poﬁulation seriously. Also, labour is well organised in
these :ocihties; peoﬁle‘in low income groups can express their
grievances thr;ugh~their political representatives and thus
fight against the threat of having fo bear the entirq burden of
these adjustments alone.:"0

But in Third World countries, deficits are of the structural
chéraéter hénce,_the applicétiOn of,the'same treatment as thatvof
the ihdustrialized countries mﬁkes it meaningless, The demand for
devéluatiou,,undef the pretext that the rate of exchange for the
national currency iz not realistic and this is a typical example
of the hedicine prescribed by the IMPF. This is hot thé'casq with
industrial countries where devaluation becomes effective; the effects
expected from devaluation in Third World economies is the contrary
due to lack of export and import flexibility in the medium-term,
In the case of imports, devaluation raises the brice of equipment
and intermediate products; this in turn, is reflected in the final
ﬁrodﬁction costs, ;heréby putting a brake on exports instead of
stimuléting theme 1In capes where muat Third World countries import..
a substantfai proportion of its foodstuffs, devaluation raises the
: ﬁrices of these items, On the other side of the balance, the decrease
in eiport boom, since most Third World countries lack significant

exportable surpluses.
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According to Ismgil-Sabii Abdalla, another wrong.medicine
IMFagives to Third World Countries is the demand for ihtefnal ‘
" suspension of all subsidies. He argui;s that in Third World
countries, trade union movements are still weak and only rally a
small part of the labour force. Consequently, wages do not keep
pace with abrupt price rises. And so what happens in such cases
is that the misery of‘the.less organised and most deprived masses
increases with all that means in terms of sécial and political
unrest. Since the IMF funds are to be utilized sﬁrictly for meet- -
ing short-term diseduilibria, and are explicitly prevented from
being used to finance persistent deficits.‘their abiiity to sol&e»
the financial problems'of'Third'Horld countries become doubtful,
' This is because most of the Third World countries have a consistent
; apd persistent balance of p@ymént.deficits.31»~

It is therefare agalasi this view Lhat we are going to find
out héw IMF\and World Bank kﬂt iavolved in Ghana's debt broﬁlem and
how these institutions handled Ghana's pe;sistent balance‘of payment
deficits.

A year before Nkrumah was éverthrown,-Ghana experienced the
sharpeét fall in the world price of cocoa and this led to the decline 4

‘of the country's foreign reserves. As a result of this development,

the goVernment was not able to offset the balance of payment defiéits,



so-it reaphedAan agreement at the end of 1965 with the Western
creditors for rescheduling of the creditors and ‘extension of new
loans. The Western creditors on their own part, demanded that
Ghana must first reach agreement with IMF beforp-réscheduling or
further loans could be considered.

. Thus, Ghana for the first time, entered into agreement with
IMF in May-1965 and IMF demanded the imposition of a stabilisation’
programme among others. The main reason for taking the IMF loan
was aptly described by the Minister of Finance on 10thlseptember,

1965 as follows: |

We have now reached a stage where our
‘ . reserves cannot be run down any further

without endangering the stability of the

Cedie It was for this and other reasons,

particularly the catastrophic drop in the

. price of cocoa, that the government decided

recently to invite a mission from the Imter

national Monetary Fund, of which Ghana is a

member, to come to this country and assist

us to prepare a programme which would enable

us to re~-negotiate some of the suppliers'
credits which we have contracted.,

He went on to say that the object of the exercise was to
re-negotiate with the foreign suppliers, through their governments
for an exfénsion of fhe periad of repaymeht of these credits and
reduce the burden of debt servicing.32 The World Bank was equaliy

invited and the mission was said to be impressed by the development
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'efort in Ghana with guch achievements as the construction of
Tema Township and Harbour, the Akosombo Dam, the University of

Ghana and the overall transportation system. We should, however,

beai-in»ﬁind that‘Nkruma's governmeniihad to enter.into agieement_
with IMF and World Bank to enable his government continue with
the induétfialis&tion ppogramme already irnitiated; a condition
éiven~bj herVWéétern creditors. As noted, before this new condi-
tion(given‘by the Western creditors, Ghana was in bilateral rela-
tionship with ininidual coﬁntrles like America, Britain, West
Germany, etc.

A8 a result of the negotiétion, Ghana received IMF loan of

N¢16.5 million in 1966. This was to be used for the payment of arrears

of short-term trade bills accumulated by the Nkrumah's regime. In
December, the IMF again epproved 8 eurrency orodit to the tune of
NZ12 million for Ghana, The NLC almo concluded nagotiationé with

fourteen Western creditor nations about the rescheduling of medium

‘term loans and in 1967, similar agreements were also signed with

-Eastern creditor'countries.33

Thus, between 1969 and 1972, the World Bank, the International

Monetary Iund, and other creditor countries came in full force to

 Ghana. These inter-governmental organisations and the creditor

countries according to Libby, structured the context in which their

I u
client, Ghana, formulated its economic policy without taking into
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account Ghana;s'domestic political situation., For example,vin
1971 ; 72, these organisations asked Ghana for devéluation.'cut
in the recurrgnf and capital expenditures, increased taxes, res-
trictive credit policies and reductions in subsidies to paras-
tatal'bddies.‘ These policies which the government ultimately
adopte&'we;e viable and acceptable to ihe Intergovernmental
organisationé. However, in Ghana's domestic political gontext,
they Qere suicidal. No government can continue if it formulates
policy primarily to satisfy foreign organisations. Thus, there
was internal prisis which sent the Busia gdvernment out of officel
‘in 1972.%%
| Before the government of Busia was overthrown, Busia consulted
V‘with-Priﬁe Minister ﬁeath of Britain and with the Ministry of Over-
seas Development over(loan négotiation. After acceding to the
British demand that Ghana pay its outstanding debts with 1nte§est'
according to the Agreenent of 1066 and 1968, thé Prime Minister
of Ghana triumphantly announced that "the way was now clear for
resumnption of bilateral negotiationa with Britain‘on Ghana's
exterﬁal debts". A debt refinancing loan of £3.5 millién at 2
per cent interest per year, payable in 25 years with a 7-year
. grace period, Qas signed in Jﬁly 1971.»35
.Following the government's su;cess on the negotiations,

the Prime Minister undertook a second mission to the United Kingdom
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to settle Ghana's growing short-term debt probleme. At the meeting
with officials of tﬂe Treasury and the Bank of Eﬁgland, the Ghana
government was'informed that Bfitain ;hs indeed prepared to help
Ghana out of its difficulties but on the following conditioﬁs:
1) ~  Ghana was to try to draw as mucp as possible from the
- Fund. |
2) Aftér a piogram had been agreed upon with thé'iMF; and
tﬁe Fund had extended financial.assistance; Britain
would organise other creditor countries to provide
debt relief and aid so that Ghana could continue its
-development efforts at a.high growth rate, i.e. 4.9
per cent.or highore
‘Britain made Lo mgl‘ﬂémnﬁ wiih IMF & prvcondlttoh for their
assisténce because they folt that they could not keep Ghana.under
control without the ;ooperation of the Intergbvernmental organisa-
tions and other creditors. Agreement with the IMF/World Bank there-
‘fore became a sipe qua noﬁ for aid and for fesolution of Ghana's
debt probleui.36
Under this condition, Ghana hﬁd no other choice but to go to
“IMF and World Bank. As pointed out earlier, the greak down of
Ghéna's Rétal estimated aebt was as follows: Bfitaih 31%, West
Germany 24%, -Soviet Union 9%, the Netherlands 8%, Czechoslovakia 5%,

France 4%, Yugoslavia 4%, Japan 3%, Poland 2%. In fact Britain alone
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alone' contributed 44% of the private suppliers' credits by value.
Since Britain was the major creditor, Ghana adhered to the condi-
tions. The officials of the World Bank took the position that
since Ghana needed emergency assistance, it would have. to rely
primarily upon the Fund. The Bank 1ndica;ea that an early
agreement with the Fund on a comprehensive program acceptable

to creditors will settle Ghana's debt problem faster.>’ 'Thus,
the next chapter will fiﬁd out whether IMF and World Bank have
Seen able to.bring Ghana out of her economic crisis or whether

they haie operated to the detriment of the country.
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CHAPTER THREE

3.1 THE IMF/WORLD BANK AND GHANA'S ECONOMY

The ceﬁtral aim of this éhapter is to verify if there.
is any relgtionship between the Economic Recovery Programme of
the.IMF/WOrid Bank and the worsening debt crisis in Ghana. |

The managgment of Ghana's foreign debts and the effect
on the economy has been growing from bad to worse since the
overthrow of Nkrumah. Tension already existed between Nkrumah's
regime and. IMF due to the government's resistance to IMF/World
Baqk recommendations on the issue of economic recovery of the
country. V |

However, the tension and resistance with the IMF/World
Bank gave way to amicable collaboratién whbn the National Libera-
tion Counéil (NLC) took over power in 1966. Within two weeks
after the coup, é standby arrangemgnt equivalent to $36.4 million
vas approved for the'countryJ This increased the country's qﬁota
from $55 million to $69 million.!

The country was however to take some austerify measures as
a condition for thesge lo;ns. Thus, the following adjﬁstment-pro-

grammes were adopted:
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- a reduction in overall government expénditures ;,.
(affecting mainly the capital budget qnd in’ | ‘
the size of the deficit, and ’°°°“’39:E93 non, !,
inflationary sources of borrowing'to-ééyer the
remaining deficit); - ) _ .

- reduction in bank credits to both:the quii; f_ﬁi

-and prfvate sectors;

- wage and salary controls;

~ large-scale retrenchments in th§~P§b119 and
private Beétors (over 10% of thé total wage ‘
- labour) | : _: ' h
- devalu&tion of the Cedi (by 3% asainst the
U.S. dollar); | |
'-. gradual liberalisation of import qnd exchange
| controls and removal of price controls hdd
subsgidies; -.’ ;!JiA
-  short-ters rescheduling of the oi;grmaicgeht

and restrictions on fréah ahqét-angeqeakqn-torn a

borrowlng.2

i"

Consequently, theae measures were taken as IMF/World Bank
"corrective'" measures but rather than 1mprove the_economy, the

countfy still faced balance of payments problem, economic growth
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was marglnal, the rate of inflat1on did not abate to the expected
level and the production of all maaor éxports apart from timber
declined.3 \

By the time the Progress Party government came to power in

1969, the basic source of instability and the crisis of the country's

- economy was intact. The failure of the economy to improve was .

adduced not to the~measure itgelf, but - to the conflict betw;en
the political committee and the‘Economic,Commitfeq of the policy
making organ of the NLC government. Thus when the government of
the:Progress Party was ushered in, a re—organisation of the
economic ministrieas and the cabinot secretariat was carried out;
The new government led by Dr.'Busia‘employed IMF/World Bank spon-
éored experts or advisera to handle the economic decision-making
machinery.4 Consequently, these advisers in their bid to help
in the successful implementation of the IMF/World Bank programme,
also took over the decision of shaping and direrting the economic
pol1cy of the country until the government of Colonel Acheampong
took over power in 1972, )

The National Redemption Council (NRC) led by Acheampong

took a diffeient approach towards the recovery of the economy.

The regime pursued an active interventionist policy.. During the

early phase of its rule, the NRC acquired majority shares in

N

foreign companies engaged in the mining and timber industries.



to the goveérnment, were contracted under dubious con,dit:'cy‘h
unilaterally réscheduled thevr"est.5 Due to the bold measures
taken by the government on the debt issﬁe,itﬁe Western creditor '
* countries were c;ﬁpelled to reach an agreement i§11974'thaf they
would allow a grace and repayment periods of five years and
fifteen Years respectively fbr'short term 1oans,§- 'The payment
was to begingfrqm'1982 after a grace period of ten years with two
and a half per cent interest per annum. It was the dete_rl,x.!i'nati‘on
éf Qcheampoﬁg government'tﬁ capture the commanding heights of the
economy and this was to be ‘achieved by adopting th§ policy‘ofx
economi;_nationalish. The government tﬁer;fore got involved in
the economy to the exclusion of IMF/World Bank intervention. As
a result‘dt‘this policy taken by Acheampoqg, qoubled with other
féctors; the economy of Ghana beganﬂto'show signs of 1mproveﬁent,
For insf;nce; ihe price of cocoa which stood'at £260 per ton in
1972 rose. to £900 per ton in 1973 which greatly ;mproved Ghana's
?foreign reéerves, “ . |
Unfortunately, Acheampong was removed ih a palace coup and
rqpiaced.by hié second-in-command General Akuffo.  With the new
. development, IMF oﬁce again returned Qith their_éhort-term stabili-

sation piograhme which was launched with SDR. 53 million as stand-by
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credit spread over twelves months.8 Thus, in‘1978,‘Ghana intrq;
'duééd'adjustment programme'again backed by IMF/World Bank. - The
Cedi was again'devzilued' by 58% against‘thé U.S. dollar (from $1 =
¢i.15 to $1 = ¢2.75). The overall plaﬁned deficit in thélbudget
 was reduced to ¢560 million of which onlylaé% was co&ered by
' draw?ng on_the.central bank. In 1979, fhese measures were followed
with;ndemonexisaﬁioﬁexercise to reduce liquidity in the economy.9
These measures,howe;er, did not improve the eédnomy of Ghana for -
the héa§ures wgré'équal to the sitﬁation where one.robs Peter to -
pay Paul, |
Thus, uf the end of tho seventiom, the economic crisis. of
the counfry which had not improved despite IMF/World.Bank}adjust-
ment programmes may be suﬁmarised as follows: A
. - >dec1ine in both total‘volumes and earnings of
major -exports except for cocoa in the periods
from 1959 to 1966 when export volumes (but not-
earnings) rose by 100%; :
- a sharply deteriorating balance of payments
situation, with growing deficits on both

current and capital accounts, countered with
import licencing and exchange controls;

|an increasing debt service burden (repayment
of 75% of principal and interest on total debt
due between 1966 and 1970);

- low capacity utilisation in import-substituting
industries owing to shortages of imported inputs;

- slow growth in domestic agricultural production
and strong price increases in local foods;
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. = supply shortages in both imported and domestic
consumer goods;

. - rapid growth in government recurrent and capital
expenditure combined with sluggish growth in’
revenues., Unchecked expansion in budgetary
deficits financed largely by drawing on the
central bank; . :

-~ strong inflationary developments in the economy,

' (countered with ineffective price controls) and

_ development of black market in currency and conw
‘sumer staples, 10

The adjustmént programme undér thia(peridd failed because
the pfogramme did not addréss the problem of external ehvironmen£
or dependency structures, which were reflecﬁed in the‘terms of
exchange in Ghana}s internatiépal trade. Aﬁtentibn was not given
to domestic resource base industry,‘capital goods sector and no
effdrt was made to articulate ény policies for domestic agricul;'
ture which.resulted in declined prodﬁctivity. The 'recovery"é
\pfogrammevwas predicted heavily on biiateral/hultilateral grants,‘
c¢oncessional lending,'and subsidised emergency cbmmédity_imporfs,
rather laying the domestic basis_fdr sustaingd gfbwth.ll Tpis is
in line with the Paris élub which is known to follow a certain
battern of'a consolidation period of 2 to 3 years involving the
deferment of 56% -‘76% of the debt service payments due; a 2 to
3 year period of grace and'tﬁe additioﬁ of 5.ex£ra years to the

original repayment schedule. The short-term nature of the relief
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was conciéved‘specificaliy to facilita£e contfol over the policies
of thé debtor country and to give the ¢reditors maximuq 1e§erage-.
over the economic and political direction of the borrower, As one
of the chief U. Se negotiators has explained, creditor countries
have an interest in goiﬁg one year at a time becauée circumstances
can change. 'You want to be sure you have the most up-tq—date :
information on a country's policies and prospects before you
reschedule'. > We shall therefore examine more of this issue in

our next sub-section which will critically analyse how Rawlings

implémented the Economic Recovery Programme,

3.2 JERRY RAWLINGS AND THE IMPLEMENTATION OF THE LCONOMIC
RECOVLERY PROGRAMME (LLRP)

When the Provisional National Defence Council (PNDC) led by
Flt. Lt. Jerry Rawlings took over power in 1981, the government was
not able to take aldecision in favour of IMF/World Bank economic
,Meaéures until-1984. Consequently, the IMF/World Bank economic
. policies which included a major devaluation of the Cedi; a widening
of the tax net; reduction of government expenditure; restriétihg
bank credit; and removal of subsidies on utility services was
implemented befween 1984 - 1986. With these steps taken, Gh#na
embraced IMF/World Bank policies and collaborated fully with the

- Fund on almost every aspect of the economic policy.13
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With IMF/Wprld hank now managing the economy of dhana, it
is im;ortant te remind ourselves that IMF approaeh to the balance-
of-payment problems'of developing countries stands on three basic
assumbtionq:' | »
1) That there is sufficient flexibility in the economies of
| these countries to permif_them respond fo standard adjust-

:ment fermulae without undue cost. |
2)  That by and large, the probleﬁs are of a short-term

character that can and should be handied within a

relétively shork‘time frame.
3) That within the framework of appropriate government-

‘ p011C1es, 1t is, generally best to rely on market forces

to bring about the requisite adaustment.14

As a result of the above assumptions, the stabilisation
'package supervised directly by IMF is usually a pre-condition
for any debt settlement. The paekage is a combination of defla-
tionary monetary and fiscal policxes. that is cutback in govern-
ment expend1ture, credxt and wage freeze, higher taxes and 1nterest
rates, abolition of consumer BUbSldles. price eontrol and devalua-
tion.15 In this respect the Lconomxc Recovery PrOgramme (ERP) was
launched by the PNDC government in 1984, The programme was.establlshf
ved to boost production targets and investment priorities for rejuve-

nating the economy. The programme also aimed at realigning relative



- 73 =

priées iA favour of productive sectors and improve -the financial

,position'ofithe countr&.

. The Economic Recovery Programme is the;first serious aftemptl
in‘addressiné issues relating t6 the proper management ;f méérd—  '

g economic and Qtructural adjustment policies which iMF/ﬁdrld Bank

proposed to redeem Ghana from her economic woes.v The ERP had the

"~ following objéctives: _

__i)4 GDP growth of about 5 per cent per annum implying an

. increase of at least 1.5 per cent per annum iﬁ per

cépita incomes; |

‘ ii) " the inflation rate declining from abouﬁ 20 to below
15 per cent.by 19885.

iii) revenue growth base upon g~reformed tax structure ahd
éignificant administrative changes that will increase

" .the revenue to.GDP ratio from 10 ber cent in 1985 to
about 14 per cent in 1588;

iv)  total expenditures are expected to increase from 15 to
about 22 per cent of GDP by 1988} entailing a recufren?
"expendipure share of about 11 per ceht‘throughout and'an
increase in the share of development expenditure‘from
about 5 ﬁer cent to about 11 per cent by 1988, with thé

'distributibn of these expenditures being based on a



iv)

v)

vi)

vii)

_'-'74 -
recently_coﬁplefed agsessment of public‘expenditure
priorities in the recurfént areas, and to a 'core'
three-year public investment progranme;
the investment ratio inéreases from 10 to about 17
per cent of GDP, with the sharevof,domestic éévings rising
from about 5 to -about, 10 per cent of GDP by 1988, and
foreign savings averaging about 7‘per cent over the period;’
significant export growth aimed at increasing the export/
GDP ratio from about 10 to about 19 per cent of GDP, while
the 1mpo}t/GDP ratio increases from abouﬁ 15 to about 25
per cent of GDP;
the overall deficif/dDP ratio rises from 5 per cent to

about 8 per cent in 1986, through the period, with foreign

financing rising from about 4 to about 7 per cent, while

the domestiq financing remains at 1 per cent throughout

the period;

an increase in the M2/GDP ratio, fhrough a deepening of

the financial sector, from about 12 per cent to about 20
per Fent‘in 1988.1-6

According to the report, one of the fundamental objectives

of the ERP is to continue to reinforce incentives for efficient

production. Of particular conc¢ern, the report continues, is the.
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export sector, and the incentives needed to ihcrease the growth
of.exports. On their trade policy, the go§e}nment stated that.
it will continue to ghow a high degree of openness, with exports,
imports, capital iﬁflows and outflows gccoanting for a high share
of total transactions. The government argued that it is criti-
cally important that trade policy be consciously fashioned to be
consistent with the ﬁacro-econoﬁic objectives of the erp, 17

Thus, in 1985, tiscal measures were taken which included
thé objective of aligning budgetary measﬁres with tﬁe pélicies
and programmes of fﬁe recover& programme and mobilizgtion of domes-
fic resodrces. Accéréing to government Eeport. planned revenueg
increased by more than 75 per cent and taxes on domestic goods and
ser;ices and selected incomes were lowered. ' Capital expenditures
were increased sharply and 25 per cent of the total expenditure'was
earmarked for development in 1985 compared to 17 per cent in 1984.18

, Ip sp;te of_éll these measures, the economy of the country

has not iﬁproved; there is still unemployment, high cost of liiing,
etc, The reason is that the'stabilisqtion measure which is supposed
to stimulafe recovery rather geherated savings for-debtaéervicing
én&'fpreign transfers and restrictions hampering the freg mbveﬁent
v of goods and capital.19 It is for this réason.that Adedeji argued

that an important measure of a country's ability to meet its debt-

service obligations is the ratio of these payments to total exports.
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fhe higher the ratio, the'largér the pfOportion‘of export earn-
ings used for'servicihg debts at the expense of dévelopmént
programﬁés.- He furtﬁer pointed out that debt-service problems
always‘manifest themselves through a-liquidity‘crisis.go And
as Hodd'ﬁas pointed, the ERP was»predicté& upon export-led
structural adjustment,'dependenf on aid flows from the West and
'realistic government'policies to keep public expenditures as
low as possible to maintain gr('mth'.g1 |

| | Cpnseﬁuontly.-an far as export‘eurnlngs were conﬁerned,
Ghana had been led to believe by the World Bank that it would
increase its foreign exchange e;rnings by expanding output; Yet,
increased quantities.of gons failed to yield increased rgvenﬁes.
Arrears of short-term debt paiments are to be settled at the rate
‘of $60 million pér annum. Servicing of debts came to $72 million
in 1986, $187 million in 1987 and a huge sum of $246 million in
1988 with over half of exp;rt earnings to be spent in this way
between 1986 and 1988.22

| ,It'één then be argued, according to the above facté that
"IMF/World Bank reéovery programne, the ERP is.formulatedliowards
increase export production, This gives fhe general impression as

confirmed by statistics that the economy is improving. With Ghana's

real gross domestic product growing to an annual average of more than
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5 per cent for the pasi 5 yea?s; and according to the report,
the best sustained growth in éub-SQhaEan Africa,23 there is no
doubt that the economy is improving. In 1988 alone, Ghana
earned more than $868 million from its exports, a 5 pe; cent

increase more than 1978 and nearly twice as much as in _1983.24

This is what some commentators called‘ﬁdeindustrialisation" for,
according to’them, a coﬁhtry caﬁnot build an integrated national
ecopbmy if the economy revolve around the export of a few raw
materials.25 |

Howeier, the WOrld Bank and the International Monetary Fund,
two key funders of the recovery prograﬁme do not see the export
ériented poLicies:in'the same light. They have been fulsome in
their praise of Ghana's_pefformance and in their negotiatiéns with
other African éountries, frequen£1y pbint:to Ghana as an example
of what IMF and World Bank funding and advice can bring. "Ghana
is now a World Bank showcase for freé-marké; policies" waﬁ how' one
London Times headlino'captured the prevalent'imag'e.26 This, we may
agrée, beéause.of the iﬁﬁroVement the implemertation of fhe ERP has
brought info the economy. Fbr instance, the budget defici£ reduced
from 4.4 per cent of GDP in 1982 to 2.6 per cent in 1983, and 2.2
per cent in 1984, The GDP growth also moved from 3.3i§er cent to

6. 5 per cent between 1983 to 1985.2’
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‘ ‘~Perhaps, the improvement in the economy was not physically

visible in the living standard of the. people. Therefore, the

Structural Adjustment Programme (SAP) was launched in 1986 which

was described as the core of phase two of the Economic Recovery

‘Pregramme. The next sub-section will therefore look at the
Structural Adjustment Programme (SAP) and its impact on the

economy.

3.3  STRUCTURAL ADJUSTMENT PROGRAMME: PHASE II OF THE ERP

The Structural Adjustmont Programme (SAP) launched in 1985

was designodlto support the macro-economic objectives of the ERP.

and also remove the constraints that were still impairing the

. efficiency and growth of some segments of the economy., Its main-

. objectives were:

i) to ensure Sgbstential econemie growth 5£ around 5% per
dnﬁum meinly through furfher improvements in incentives
accompanied by sector rehabiliiation;

ii) to stimulate substaniial iﬁcrease in.fhe.levelé of
sav*ngs and investment in the economy through appro-

priate monetary 1nstruments. 1nc1ud1ng interest rates,

and steps to further improve confidence in the f;nanclal

system and in the banking institutions; .

iii) ‘p1a¢e the balance of payments on a sounder footing through

;appropfiate exchange and trade policies;
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iv) improve public sector ménagement'through specific-
initiatives. These initihtives'iﬁclude rationalis-
ing State 6wned enterprises fhrough appropriate
liquidations, mergers, divesfitures. etc. and place
them on a firmer financial footing through better
corpdrate planning, adequate capitalisation and

‘imp;oved management.28
The above objectives of SAP 1aunchéd~in support of the ERP
could not boost the economy enough to liquidate the country's
foreign debt. The Finance Minister, Botchw@qy stated that Ghana's
total foreign debt doubled over the course of the ERP. The amount

rose from $i.5 billion in 1983 to $3.3 billion in 1984, He further

stated that around two-thirds of annual export earnings were required

to keep up repayments of principal and interest and concluded that
Ghana has fallen into a "debt,trap".29
The instruments designed under the Structural Adjuétment

Programme were:

i) Trade Policy Reform: Under this policy, foreign exchange
rate was to be determined through the weekly auctions. In addition,
‘there was to be a liberalisation policy, the abolition of export

permits, the removal of tax elements frem exports' costs, etc.
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ii) Cocoa Sector: flere, SAP relied heavily on the oocoe sector

- to meet its growth objectives. As a result, farmers' incentives
were further improved. Provision of adequate incentives for
4 rehabilitation, replanting and new planting were initiated.

iii) Public Expenditure Policy: Public expenditure policies focus-

sed on a restrueturing of current expenditures aimed at increasing
provision. for operation and naintonanco of oxistxng 1nvestments and
the strengthening of domeotlc resource mobiligation and cost recovery
for public services.

iv)  State Enterprise Sector: State owned enterprises in Ghana

play a major role in several sectors of the economy. However, their
performance has generally been characterxsed by large deficits and
low productivity with the result‘that they have become‘a_heavy
financial and managefial burden on the'goVernment, The government
under SAP, introduced the labour rationalisation programme which
1ncluded gradual reduction in redundant labour. A comprehen51ve

' 'programme‘of management training~and development was also_1n1t1ated
among otheyr reforms.

v) Public Sector Management: In undertaking public sector manage-

" ment reform, government's objectives were to improve ccordination of
economic policy measures under the SAP, to strengthen economic.

" _management -functions and to raise the productivity of the civil service.
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vi) - Social Aspécts of the Structural Adjustment Programme:

The Econqmic Recovery Programme and @he Structural Adjust-
ment Programme designed to improve the standard of living of the
citizens, did not achieve the desired fesult. There waé substan-.
tial féductions in per capita income of the peopié and food pro-
dquion was also low, The. government therefore addféssed itself
in iséhes-of water supply and s;nitation,,schoélg, clinics and
feeder roéds and small-scale projects to help'allefiate the

_iﬁmédiafe suffefing of the'masses.so

Updér the sociai agpect of the struct;ral adjustment programmé, _

'the government launched the Programme of Actions to mitigate tﬁe
Social Costs of Actions (PAMSCAD). Pémscad was aimed to reduée
the ‘adjustment fatigue' of the people. This programme attracted

' pledges totalling $85 million from international donors with the
World Bank pledging $10 milli&n. It then seemed almost as if the
multilaterél and bilateral donors were adjusting their own social
consciences. They were keen to demonstrate their recognition of
tﬁe social éongeqnences of the economic reform programmés they have
urged up@n'Ghana aﬁd-the need to take special measures to protect
the vulnerable. Before the Economic Récovery Programme (ERP) was

. launched in 1983, the GNP per capita fell by 37.8 per cent. By

1?83, the ratio of government fevenue to GDP had féllen to'559 per

cent from 17.2 per cent in 1974.31
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While recogﬁising that the Economic Recovery Programme
(ERP) had "managed to reserve the downward trend" of the pre-
vious decade and “place& the,ecohomy once again on the growth
-path", the PAMSCAD programme shows that the édonomy is still
cha;acterised by widéspread'povérty and eéonomic'hardship. This
means that the ERP has not been able to alleviate thé plight of

many of the poor in the short run.:"2

As pointed earlier'that_some components’éf the ERP excer-
bate the economic problems of certain vulnerable.groups in the
‘short ruﬁ, which has impeded the sustainability of the recovery -
programme itself.. The stabilisation 'package' supervised directly

by the‘IMF. is usually a precondition for any debt settlement.
This package is a combination of deflationary monetary and fiscal
poIicies,‘(cut back in goverhment ;xpenditure, cfedif and wage
freeze,‘h;gheh taxes and interest rates, abolition‘of consumer
subsidies and price control, étc.) with dovaluatioh. According
to IMF, inflation is caused essentially by the inséction of excess
money into the economy, usually through excessive government spend-
ing.and deficit financing. Inflafion in turn, throws domestic.piice
out of line with international prices, .discourage gxports and en-

" .couraging imports, with adverse effects on the'balance‘of payments

and debt-service capacity. Although the stabilisation measures are

AN
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'suppbsed to stimulate fecovery,'their real purpose is, fifstly.
to generéte_savings for debt-service and foreign tfansfer (by
. reducing demand that is depressing still further the living
standard of the debtor-nation. Secondly, to facilitate the
:elimination of resyrictive trade and payments ﬁractices which
hamper the free movemenf of goodé and capifal - an objective
eﬁj&ined specifically by the Article of thé,iMF;33

The utilisation of suppliers' credits also provides one
of the best examples of the difficulties faced by Ghanae. IMF/“
World Bank policy on suppliers' credit has been designed in such
a manner fhat 15 per ceﬁt go into ﬁannfacturing. 16 per cent into
égriculture and fisheries, while almost 70 per cent go into infra-
structure, transport, COmmuni;atiops and other aon-directly produc-
tive Afeas. In all these projects, only 9 p2r cent are expected
to genérate income in less than 6 years., Of the remainder, 34 per
cent are expected to‘generdte income between-G and 12 yéars and 46
per cent rquired over 12 years to generate any income. It is theré-

3 yith

fore easy to see the 'trap' inherent in this type of policy..
this trap, Ghana fell a victim to the IMF/World Bank policy of joint
ventures which led to the control of some of the iargest State indus-

‘tries enterprises being transferred to Western multinationals. On

the other hand, many small indigenous companies were driven to the
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verge of bankruptcy by the credit squeezé and devaluation as well
- as the re-organisation ;f the imbort licence system to favoﬁr
large expatriate companies.

: Withlthe stabilisation poiicies, it was believed that infla-
tion will be arrestéd. stimulate domestic and export production
énd improve the balance of éayments and debt-service capacit&.
However; few of these objectivés were iﬁ fact achieved. As stated
earlier, stabilisation plunged the economy into deep recession and
stagnation and intensified social and s?ructural contradictions'ih‘
the.céuhtry; Thué, while the poorer sections of the working class
bore the bruni ofistabilisaiion, significant concessions were ex-
tended to 1arge'c6mpanies and investors (mostly f&reign), in the form
of lower taxes, liberalisation of'exdhahge and import controls and |
invesfmené privileges, and the écaling down of the 0pérations of the
vState financial and economic organisati.ons.35

As a result of these policies.'the economy lo#ked.buoyant on

the'superficial level and favourable more for iME/World Bank than
for Ghana. Thus, the PAMSCAD redressed the Structural Adjustment
Progf;mme By focusing on community initiative, employment and rede-
pldyment, and the enhancement of the poor's access to basic services.
‘Employment préjects‘worth 7.6 billion éedis commanded the largest

‘slice of resources which aimed at creating 46,000 Jjobs for'2 Years.
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A food-for-work érojectfaiéo prévided enployﬁent for 4.000.workers
for six months; all aimed at alleviating the plight of many of the
poor.in the short run.;s' It is fhen noted that the government
uﬂder PAMSCAD introduced the social-adjuétment programme in order

to give thé Stfuctural Adjusfment Programme a 'human face',
However, the social'adjuétment pfogrammefof PAMSCAD is not
- without cost. Financing of PAMSCAD amounted at the end to 17.1
.biliion cedis or $100.7 miilion dollars whﬁch is given as loén to
the government.37 Fundaﬁéntally, the reasons for the failure of
-the IMF policies was that they ignored the basic causes of Ghaﬁ;!s
difficulties. That is the stagnétibn of domestic agriculture and
decline of export earnings due to the4organisaﬁion of'exiernal_
capitalist markets was completely ignored. [y fbrciﬁly depressing
. the standard of living of the mass of the people, stabilisation was
abie to repress the signs of inflation but without removing its
: fun&amqntal éauses. A secénd and more ‘immediate reason was thﬁt
even within the constraints of'Fund/Bank;preScriptions, more atten-
tion was paid to effecting public savings than stimulating produgfion..
While IMF expénditure ceilings and guidelines were rigidly enforced,
thevwofld Bank's development.package was never really impleted. It
ié’therefore argued that IMF/Worid Bank stabiiisation progrémmes are

conceived to satisfy the needs of the lenders rather than those of



 the debtor country.38

~ The Table below shows goverhment external capital flows

from 1985 - 1989.

Table 3.1

' GOVERNMENT EXTERNAL CAPITAL FLOWS, 1985-89 IN MILLION U$

1985 | 1986 1987 1988 | 1989
1 CAPITAL RECEIPTS
ODA (Gross) 224 | 357 428 | 469 487
Medium-Term 153 115 - 151 ‘112 103
CIMF (Net) 122 17 | -23 | -88 | -30
Total 499 ‘489 | 556 493 560
2 PAYMENTS . ,
Amortization 225 259 167 188 181
‘Long~term 25 30 40 45 45
" Medium-term 223 218 | 117 133 126
0f Which. 0il (u6) | (7)| (75| (e8| (50)
Trust Fund. 7 11 10| 10 10
Interest Paymeniﬁﬁi_ : _ ' _ _
“(Net) 103 | 99 105 108 104
Of which IMF ' o '
Charges ( 44) ( 55) (52)] (s50)] (45)
'_Payment Arrears | S7 4 - 26 .66 76
Total 415 | 362 208 362 | 361
3 NET INFLOW (I-II)
Net Inflowa a pex
cent of gros 16,9 26.0 - 46.4 2646 1| 3545
Inflows

SOURCE: Government Report on Sfructural Adjustment Programme, 1987.
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| Accofaingly; the required level ﬁf imports in 1987‘to
support the recovery programmé and to meet other.national needs
was reckoned at #891 million. Amortisafidn payments for 1987 on
long and medium-term debts was estimated at $167 inclusive of
Trust Funds, and net interest payments at $105 million.labout
one-half of which are to the IMF., Arrears are béing reduced
every year since 1985 and the ODA disbursements has been rising
from $224 million in 1985 to $487 in 1989 as shown in Table 3.1
above. | “

Aisé,'net inflowsvin 1987 waé one-half of the totai inflows
because of the sizeable :structural adjustment credit from the World
Bank and ﬁurchases under a current standby arianggment witﬁ thé
‘ IMF.SQ -

Thus, ifvis certain that the IMF/World Bank ec#nomic feforms -
the ERP is financed more by IMF/World Bank and as foreign capital
has become'Central to the 're;overy' strategy of the PNDC, 80 less
and less has been heard of the people and of the nags mobilization
ih the sense that.the recovery is not'intefnally generated but ini-
fiated and finanéqd from outside. One will therefore not be sur-
‘_prised if fhe programme has been praised laQishly by IMF/World Bank
'aﬁd the 0uCD countries on Ghana's econonmic miracle..40 For instaﬁce,
between 1984 to 1985, Ghana received #156 million and £248 million

respectively for the support of the programme. Other credits extended
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" during this same period were the IMF standby credit of $240 -

million and compenmatory financing facility of $125 million,.

An IDA credit of $40 million, $30 million and $100 million for

the.‘programme.41

However, most of the country's earnings is also used in

servicing debt and over 50 per cent of. the total earnings is

used in back paying the loans received in support of the programme.

The remaining earnings is consumed with investment and savings

taking a small fraction as in the table below,

Table 3.2

i .
MAJOR ECONCMIC AND FINANCIAL INDICATORS , 1984-89 -

NATIONAL ACCOUNTS

Consumptions
Investment
.National Savings
Foreign Savings

- CENTRAL GOVERNMENT-

Total Revenue
Total Expenditure

~ Recurrent ‘
Capital

PROVISIONAL .
Actual Actual Actual | Egtimate Pfojections
1984 | 1985 1986 - 1987 1988 1989
95.1 95.6 | 90.8 89.4° 87.2 | 84.1
7.6 7.4 | 11.9 17.4 20.1 21.0
407 3.2 8 01 9.0 11.7 13.8
2.8 4,2 3e7 - - 8.4 _ 8.4 7.2
8.0 | 10.4 | 13.6 15.9 | 17.2 | 18.2°
11.0 -13.6 - 18.4 23.6 24.4 25.3
8.4 10.3 11.9 13.1 13.3 13.3
1.8 I3 6.6 0.7 10,3 11.2

SOURCLE: Op. cit,, p. 6.

¢
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" From Table 3.2 above, it is clear that investment and savings
both national and foreign are very low. : This, as a result, has
negative effect on the economy. Consequently, government expendi—
ture .become greater than the revenue which makes the generation of

capital low. This explains why Ghana's imports always exceeds

exports as evident in Table 3.3 below,

Table 3.3: BALANCE OF PAYMENTS, 1985 - 1989 (US $ MILLION)

1985 | 1986 | 1987 | 1988 | 1989

Exports 632 | 773 | 717 | 845 | 928

of which Cocoa | (412)] (519) | (475)| (498) | (524)
Imports ‘ -726 | =780 | -891 | -985 | -1873
~of which 0il (-199) {(-125) |(-148)[ (-153) | (-158)
Trade Balance ) ‘ <94 | -7 | -144 | =140 | =153

)

Non-Factor Services (Net)| =110 | =131 | =154 | =172 -182

Resource Balance - -204 | -138 | -268 | -312 | =335
Net Private Transfer  -| =111 | -105 | =113 | -125 | =125
. Current'Account Balance 32 49 50 80 120
Financed By Grants 283 | -104 | -331| -357 | -340°
official Medium and | |
Long term loans (Net) 39 111 264 247 222
Disbursements - l(287) | (358)] (418)] (424)| (396)
Amortisation " (-248)| (=248)| (-254)] (-178) | (=173)
Other Capital 19| - 70 13 74 29

Errors and Omiséions '16 - 18 - - -
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Table 3.3 tﬂnnt'q)

Capital Accounts (Net) - 167 | 138 | 439 | 478-| 445
overall Balance . |-117 | -56 | 108 | 121 | 106
Monetary Movements - 117 | 56 |-108 | -175 |-123
_ Of which Net IMF 122 17 |-23| - 88 - 30
Arrears.Reductién . - 57 -4 - 26 - 72 |- 73
‘Financing Gap. . - , - 0 54. 17

SOURCE: ’ Ibid., Pe, 34.

V As fable 3.3 indicates, exports are less than imports which
put the count;y in a situation where thelénly way to makelup_fof
‘the balance is to resort to borrowing. $So Ghana is put in a posi-
tionlwheré IMF/World Bank economic policies do not favour the country
" but to the IMF/World Bank themselves as stated earlier,
5The.qase of Ghana demonstrates debt settlement policies forced
-‘ on Third World debtor-nations iﬁvolﬁe a complex eéonomic aﬁd politi-
cal exactions and real suffering on the part of the debtor-nation,
particularlylof its working classes. IMF-type stabilisation policies,
while\indreasing foreign paﬁetrﬂtion‘qf the economy and external co-
operation of poiici-making, tends to intensify the social, political
'and économic contradictions of underdevelopmént thus makiné ;hem

poorer.



: Ghana'slproblem, according to.Card. are the result of

her-external dependence rathér tﬁan domestic incompetence,
(See appendiic I)e He stated that in these circumstances, it
- is unlikely that the new'military'leaders can effectively alter
Ghana's position unless they are willing to strike out in radi-
cally different directions. And'asklong as this alternative
appeéfs unlikelj, Gh#na's position will continue to remain a
d;pendeht one. While change in the form of her government will
‘matter little until the structure of the economy is Bighificantly
altered. ™ |

Consequentiy, IMF and thé World Bank devaluation policy as a
.c;ndition for granting loan is ;vident in the case éf\éhana. The
Cedi was therefore devalued by 30% in 1967, 58% in 1978 and by 1987
it has been devalued by 5,780%. The foreign exchange #uction rate
stood at 175 Cedis to one U.S. dollar during the same period.

The Economic Recovery Programme of IMF/World Bank seem not
-to, anﬁ.has réally, not improved the economy of the.gountry. In
1984, the total public debt owed to creditors was US $471.6 million
with an o;erall total foreign debt standing at $3.3 billion during
the same year,45 | | .

The next chapter will, therefore, examine the consequence of

the debt crisis on Ghana's foreign policy.
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~ CHAPTER FOUR
FOREIGN DEBT AND GHANA'S FOREIGN POLICY

This chapter will examine whether there is really any
relationship between Ghana's foreign debt and her favourable

foreign policy towards the West.

4.1 Thé Nature of Ghana's Foreign Policy Prior To IMF/World
Bank Loan .

Ghana's ?oreign policy during independence in~1960'was one
characterised by a d&namic positive policy of non-alignment in
relations with the major powers. Like bther components of her
foréign policy; hef policy of non-alignment has underéone some
' dramatic changes after the overthrow of Nkrumah's government .
Nkrumah was said’ to have Juatified the adoptlon of nonaalignment
by the argument that his country 8 affiliation- wlthAeither of the
two pol1t1co-m111tary blocs would make no appreciable d1fference
to the balance between them, while it could threaten the country's
vital'interests.1 |

Ghana's policy towards Afpicd during the early 1960 was the'
PanéAfricaﬁiam -~ the prhna&inn'Of unity among Independent African
States and the acceleration of the proceas of decolonisafion-of
areés stiliAundgr colonial rule. Nkrumah's aim was, as he bﬁt it,

on the eve of Ghana's Independehce, to turn the new Ghana to the
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centre of African unity. To back words with deeds, Ghana pro-
vided financial support to nationalist organisations in different ‘
parts of Africé.' For example, Ghana gave Guinea a loan of £10
million.to-help_fight for the caﬁse of freedom, £10,060 was given
.to Dr. kbmuzu Banda's political ﬁovement and .the government in
1973, annéuh;:ed an additionai grant of $380,000 to the 0AU o _
~ Liberation FUnd.? |
B Consequently, Ghapa under_Nquﬁah's leadefship,.accompli-
_ shed a great deal in international gffairs but ever sinceAthe
ousting of Nkrﬁhah. Ghanﬁ's external,ipfiuence has waned and her
foreigh‘policy has in sﬁme caseé, beeﬁ marked by incoherencé,
ambiguitieé and confusién, especially on cardinal issues like
the African Liberation Struggle and non-alignment. Worse étill,
the traditional militancy of thie country's toréign policy has
been lost; and policies have cleafly lost the clarity.they used
to have to the extent that at times, Ghanaians find it difficult
to know where their country stands on matters of~internatidnél
concern. | |

" The question is then asked vhy\dhana has lost its.frontline
rblé in Africa as.Weli as its-dynamiﬁm and @ilitancy.in interna;
tional affairs? According to BoafoArthur, the formulation of-

foreign policy is influenced by several variables. It is stated
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that a natioh's.attributes, howevef, exert a prepqnderant-influenge
on its\internatibnal behavioui. These attributes include anything
that describes the make-up of a nation, differgntiatihg oﬁe sfate
from another'in-térms of political, social, economié, etc.

Some scholars have pOihted oﬁt various domestic variables
that tend to influence foreign policy deciSion—makihg. According
to the group, the size of fhe ngtion,'level of‘ecdnomic'or politi-
cal development; type of governﬁental‘system, type of leadership
structure, political or sqciél unrest or strain, are common examples.

however, the econoﬁic wealth of'a’nation tends to exert tﬁe
greatest influence on its ;eVel of participation in, and impact on -
| iﬁternational affairs than most other variables. A nation with ‘

_ gréat economic resources like the United States invariably has
greater flexibility and influenpe in infernational affairs{ It
"also enjoys greater security against external pressures than a
natioh with véry meagre economic resources. On the ofhef hand, a
nation lacking econenie rwsmufcou or ia taqed‘iith'grave economic
problems, like Ghana, is moro vulnorable to external pfessures and
mofe'likei& to comply with the dictates of external powers.4

Thus, in 1966 after Nkrumah's fegime wag overthrown, IMF/ -
World Bank gave Ghana a loan of #73 million. Tablé 4.1 below shows

Ghana's debt between 1966 - 1968.
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EFFECTS OF 1966 AND 1968 DEBT AGREEMENT ON

Table 4.1:
GUHANA'S OVERALL DEBT BURDEN (¢ MILLION)
l Original Principal Moratorium Totai
And Interest Interest
(1) (2) (3)
A. IMF Member Countries
1966 Agreement 137.3 56.9 194.2
1968 Agreement 75.3 26.8 102.1
Total 212.6 83.7 296.3
B. Non-IMF Member _
1966 Agreement 36.2 5.8 12.0
1968 Agreement 1,2 0.2 1.4
Total 37.4 6.0 413.4
C. IMF and Non-IMF
Countries
1966 Agreement 173.5 62.7 136.2
1968 Agreement 76.5 27.0 103.5
Total 250.0 89.7 339.7
SOURCE:

(2) as
% of (1)

(4)

11.4
55.6
39.4

16.0
16.7

32.7

36.1
35.5

71.6

Government of Ghana, Developments in the Ghana KEconomy
Between 1960 and 1968; 1969, p. 9. '
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_TheAcountry's mounting debt foectéd her foreign poliéy. As
stéted egrliér, the économylduring.independence enéblbdfthe
Nkrumah government to pursue a vigorous polizy in the interna-
tional arena. With the worsening of the eéonomic position ofl
the country, thé governmeht from 1966 and41972, adopted a policy
of retreat in'world affairs.s‘

The next sub-sectxon is goxng to examtne why Ghana's foreign

pollcy took that direction.

4.2 The Impact of IMF/World Bank Loan And Ghana's Foreign Policy

The économic situation of Ghana after the ovor-throw of Nkrﬁmu
regime took a negative turn. Thus, when the National Liberatién .
Council (NLC) came.to bower in 1966, they reversed most of the
_foreign policy in ﬁrder.to get financial help from the West. This
is shown in the way the government was given aid of $680,000 for
the purchase of grain by the Un1ted States Agency For Internat1ona1
Development (USALD) in 1466. In sdditicn, the United Nations Deve-
lopment Project approved a 3556,000 loan to help ease the country's
balance of payment difficulties. | |

The *kind' gesture was extended toAGhana as‘a result of renewal
6f her diplomatic relations with Britain. The relations had been
broken by Nkrumah in repraisal.for the Brittsh gévernment's stand
on.Iah'Smith’s unilateral deélaratién of independence in Rhodesia.

(Zimbabwe) in 1965.6
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The Progress Party of Busia which camé,to office in 1969,
pufsuéd qhe quiet diplomacy of the NLC governmeﬁt and continued
the policy of normalizing relations with the country's neighbours..
However, this policy did not achieve much in the West African Sub-
region due to the passing and implementation of the Aliens Comhliance
Order in 1969/70.7 The Order waé carried out to relieve Eressﬁre on
the economy and to create employment and Opportuﬁities for Ghé.naians.8

It is also on record th&t Ghana's foreign policy towards South
Africa under Nkrumah was ch;racterised,by cpposition to racism and
white minority rule, The govefnment also SUpborted liﬁeration move-
ments. But Busia's foreign policy toward South Africa was one of
" dialogue with the racist government as against arms , struggle.9

Some scholars have attributeﬂ Busia's departure from the policy
of Nkirumah on issue of apartheid, on personality differences. How-
ever, the fundamentallreason for_the departure»can be attributed to
the deteriofating econonic con&ition of the country. It éan be re-
called that in 1966 when the Nationai Liberation Council took o;er
power, the ecohomy had started showing signs of deciine. This was
evidenced by the shortage in foreign exchange, the down trend of the
ecoﬁomic growth which was almost zero; inflation was high and the
Cedi- had lost its value by over 30%. Foreign investors had lost

confidence in the economy, and the world market price of cocoa had
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virfually céllapsed. If'thereféré became n¢cessary for the govern-
ment to take urgent measures to iévifalize the economy_.10

"This madévthngdvernmént to forge a relAtiénshib with
t, the IMF/World Bank in order to obtain ‘loans for development.
'More importantly, a 'ceriificate of credit worthiness' from the
IMF»wasvhecessary to assure Western creditors that the government
-was committed to the implemedtation of sound monetary and fiscal
policies.11

Thus, the government of Busia found itself in a hopeless

situation when they éame to power in 1969. The government thérqfore
maintained ﬁhat same close relationship with IMF, World Bank and the
Western powers. 4s a re;ult, a team from Harvard Development
~ Advisory Service (bAS) were invited by the Ghana government on the
a&vice of IMi and.worm aske - Theme economic advisers were to take
contfollof the planning and'yolicy-muking departuents of the country.
Cénsequently, major policy decisions with far-reaching socib-ecohomic
and political implications were taken with, or on the reqommendatioﬁ
‘of the adv;sefs;lz

' SuCh.decisibns were reflected in the country's weak and some-
times her apoipgetic foreign policy options. Example was fhe unpopu-~
lar pblié&‘of dialogué with South Africa instead of the arms struggle

agreed updh by African Stateé._ The government took this position

)
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because of her reliance on the Weétern countries for financial
aid, more especially from the IMF and World Bank. As Aluko has
expldined, Ghana under General Ankrah and Busia refused to allow
" their relationé wiph ﬁhe Westerﬁ cantries be adversely affectgd
by colonial iSsﬁes.l3

This Eould be explained as resulting from the heavy depen-
dence of the cquntry on the Western powers, notably the United

States, the World Bank and other Western countries for its ecoho-'

mic salvation. (See Table 4.2).

Table 4.2: CONIRACTOR~FINANCE PROJLCTS (NZ MILLION)

Expected to Generate Income in -

Less than 6 - 12 More than Others Total
Sectors 6 Years Years 12 Years
' (1) (2) o (3) (4) (5)
IMF Member . .
Countries 4 ,
1. Agriculture 30.1 32.7 - - 62.8
2. Mining - . - L. - -
3. Manufacturing - 5844 - -  58.4
5. Transport and , ' -
- Communication 3.1 40.1 46,9 4.7 94.8
6. Llectricity, :
~ gas, water - - 66.2 - 66.2
7. Unallocated , - - - 43.0 43,0
Total 33.7 131.5 177.7 47.7 390.6
As a percentage . '
of Total 8.6 33.7 © 45,5 12,2 100.0

SOURCE: . Ghana's External Debt Problem, Accra, 1970.
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Agéin, this dependence also resulted in a loan of $130

14

million between 1969 and 1970.

(See also appendix 1).

Following the growing importance of the EEC market for

_Ghana's exports and export products, the government further

strengthened its policy towards the West. Thus, the trade agree-

“ment which the NLC government signed in order to study how best

the country can maintain this relations with the European commu-

nity, was continued by Busia's gOVernmént. (See Table 4.3)

Table 4.3:‘ GHANA'S TRADE WITH THE MAJOR POWERS IN 1961,

1066 AND 1970 (IN US $1000)

EXPORTS

“"IMPORTS

Year & Western Powers

tastorn Woestern Powers United Eastern

% of Including Japan United #uropei Including Japan furope

butexclusing UK Kingdom China but excluding UK Kingdom &China

1961 - 186,282 91,893 10,466 158,081 .145,084 21,052
% 43.89 « 29.00 3. 30 39.53 36.28 5.26

1966 1144450 63,979 '48,372 154,448 101,150 47,584
% 43.89 24.53 18.55 - 42,58 - 27.89 13.12
11970 225,293 104,209 45,996 193;673 97,089 30,377
10.20 47.16 23.64 7,40

% 49.95 23.11

SOURCE:  UNECA = Foreign Trade Statistics for Africa, Series A,
1964, No. 4, No. 14, 1869, 1971.
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It is therefore argued that the NLC and ‘Busia governments
gave too much_ room to forexgn economic advisors, to the extent
that'locgl alternat1ves to ecopomchproblem like the police of
7'se1f—rélignce was éémpletely ignorgd?s Consequently, the inter-
governmental Organisétions co-ordinated all actions by imposing
a requirément of a development frogramme and policieé as a sine
‘ qﬁa non for aid i‘rom donor countries. The World Bank would not
recommend an aid programme for Ghana until the government had
produced a plan and a set of policies that were acceptable. to 1t.16

Consequently, Ghana's debt grew with the new loans and made
hér-position very vulnerable in respect to policy formulation
towards the donor-countries. However, thé goiernment that came
. to power in 1972 came near to reversing thé Busia type of non-
alignment which Colonel Aﬁhénmpbng, the Head of the Government
dubbed as 'sycophantic fraternization policy with the West.17 The;
economy at this period showed signs of iﬁprovement due to the up-
swing in prlce of cocoa, timber and food product1on and as a result,
the government revalued the currency which had been davalued by the
Busia government. For example, the unprecedented high world price
of cocoa jumped from a Qisasfrousl& low level ﬁf £260 per ton in

. early 1972 to £900 per ton in 1973. Thus, Gaana recorded a trade

surplus of £173.9 million which was the .first for a decade.18
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The improvement in thp economy aiso affecped the cquntfy's
foreign policy. dhéna was able to repudiate some of her foreign debt
wgich resulted in strained economic relations with the Western
countries. She also maintained a remarkably active'foreigﬁ policy
as a result of the then improved ecohomy and 80 did not need to
rely so much on externa} handout.19

In addition, diploﬁatic reiations broken in 1966 with some
Communist countriés such as China, North Vietnam, Cuba and East
Germany were restored. The Soviet Union and China were specifi-

“cally invited to‘come and cupplata the projects which théy had
alreédy started before thé 1986 coup. Since eariy 1972, a nghber
of economic and technical cooperation agreements were signed with
aimost all'the communist countries.

| The government's tough policy towards the Western powers
included the unilateral decision that it would not pay back the
sum of about £35 million owed to fouf British firms because the
agreements covering them wére vitiated by malpractices. It fur-
thgf rescﬁgduled her short and ﬁedium—terms debté owed to the
Western Powers. Unlike the Busia government, the Acheampong
government adopted a more critical attitﬁde to the policy of the
West_ih different parts of the world, especially in Southern Afriéa.

For instance, in 1972, Colonel Acheampong threatened that Ghana would
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withdraw from the Commonwealth if the United Kingdom;s bolicy
towarés Rhodesia (Zimbabwe) amounted to a 'sell-out' of the
Afriéan majority.zo The positive changes of the economy madé the
Acheampong government to/pursue.a foreign policy goals ;harac-
terised by dynamism and indepehdence.

Therefore when the PNDC government led by Flt. Lt. Jerry
Rawlings took over power in 1981, their immediate concern was
alsé how to bring about populist structural reforms of the eéo-
nomic and social‘systems. Accordingly, the regime initiated a
series of reforms which in some instances; brought it in direct
confrontation with the international capital, représented by the
multinational corparations oberating in the {f:ouhtry.21

Attempts were made in some instances, to place the manage-
ment of cémpanies and corporations in the hands of committees for
the Defence of the Revolution (CDRg). Foreign investors were also
stigmatised as e#ploiters who always siphoned off the country's
hard earned foreign currency. ' Threats of nationalisation were rife
and the go?ernment stéutly defendéd'the State's, sovereignty by
re-negotiating the Valeco arrangement with Kajser Intérnational.22

‘Efforts were also made by the government to exclude foreign
" capital from a‘wide vériety of economic areas because of the reali-

sation that the externally imposed structure of trade and production
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which has engendgred dependencé on the world capitalist system
constitufed the gréatest’béses of the couhtry's,economic vulnera-
bility and backwardness. The PNDC initially sought to terminate such
dependehce.' Consequenfly.‘diplomatic and commercial relations
already established with the Soviet Union, thé Peoples Republic

of China, Cuba and North Korea ih various forms by previous regimes
were.strengthened.23 |

With such initial reqiignmbnt-in the country's external

political relafions, fhe government of the PNDC adopted a radical
foreign policy whose dominant chord was the incessant attacks oh(
- Western and especially American imperialism;. The policies which
were adopted, however, failed to improve the ‘economy because tﬁéy ‘
séverely iéduced the incentives.for-prqduction. savings, invest-
ment and'inéreasea pr;ductivity;24 The production of cocoa, timber,
. gold aﬁd other raw{materials vas.}educed. ‘This resulted in a huge _.
external hebtuof US $1,723 million by the end of 1982, 1In additiﬁng
industrial productioﬁ capacity had fallen drastically, féctories
utilized about twenty per cent of their installed capacit&, Coupled -

with &rought.and bush'fires. the.economy in 1982 -83 was in‘a disas~
trous cdndition.25 |

,: As'a_fésult.of the dismal state of the economy and the failure

_of initial government policies to arrest the situation, the need was



- 108 -

felt foi policy changes. Thus, Ghana's foreign policy once again,
turned favourably tqwarda the West. The government in‘consultaf
tion with the IMF and World Bank drew up the Economic Recovery -
Proéramme (ERP) which th;y launched in April 1983. The launching
of ihe ERP meant.a change in‘the government's foreign political
and economic relations since foréign capital, ﬁostly from the West,
vas needed to ensure the success of the programmeo26

| With the backérbund of initial anti-western propaganda by the
government, political leaders in their speoéhaahad to emphasise the
'importance’of Western aid to resuscitate thé economy. Thus, contrary-
té the previous aséeftions about the injurious nature of relations
"Qith,Western capital, aﬁd multinational corporations, the government
made it quite clear that"without wider aqd adéquéfé internatipnai
support in the form of long térm concessional lcans and c;edits. the
bfoad aims of the programme will be difficult to achieve'.z?

Table 4.4, therefore,'shows loans donated by countries and

organisations within 1984 -~ 1986 period.
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Table;4.4: SIGNED AID COMMITMENTS B8Y DONORS, 1984-86
' (U.S $ MILLION)

'Members of the CG* for Ghama 1984 1985 1986
BILATERAL
éanada ' . : 45 33 . és
France L 1 12 25 -
Germany | _ : 18 13 24
 Italy 1 16 1
Japan . D 4 36 14
Switzerland : . 6 ) 6
‘United Kingdom .18 11 2
U. S. A. : . 21 . 17 11
Sub-Total ' 185 147 130
MULPILATERAL |
: African‘!)evjelo'pment Bank i 31 79 29
Arab Bénk for Econqmic ‘ )
Development in Africa , 8 9 . 0
EEC . . 57 26 31
~ European Investment Bank 10 0 37
CFa0 . o o o
- IFAD ' 0 0 o‘.
'UNDP | - C 4 4 4
WEP | 79 8 9
World Bank - 125 187 93

Sub-Total ' 306 313 203
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1984 . 1985 1986

Observers at the CG for Ghana

Australia o 1 0 0
Brazil - 0 o o
coc. o 1 24
China ' ' 0 0 )
Denmark 0 5 0
India 0 0 0
Korea - 0 0 0
xu_{mit Fund ) 0 0
Netherlands ' o 13 6 18
~ Norway | \ o 0 o o
Spain - ‘ 0 0 0
OPEC Fund _ ‘ : 0 - 6 0
Saudi Fund for De@elopment 0 9. : 13
NGOs o0 o0 3
| Sub-Total _ 14 27 58
_Grand Total : ’ gggA gg;. ' 22&-

*Consultative Group

SOURCE: Government Report on Structural Adjustment Programme,
1987' Pe 36. -
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'Thus, with the above atds and other dﬂVelbpments orgaﬁised
for foreignvbil'compénlom, such as the selling of geoloéicalq
data on Ghana's 0il deposits is an indication of the spirit of the
chanée."This also goes to prove the new fofm‘of international
econoﬁic relations the PNUC government was pursuing.ze This new
Aiféctiéh was made‘explicit in 1984 by the Sécretary for Finance
'_ahd Economic Planning, Dr, Kweéi Botphwey. According t;'him,
'Ghana will actively encourage direct fbreign invgstment and
ensure that while safeguarding the interesf of the economy and
honour of jthe people, investors will not be frustrated when the
time comes to transfer their profits and dividends to their shafe-
holders overseas'.29 ' »

. The'PNDC's change'of po;icy orientation is due to the difficult
economic conditions and this is very clear from the foregoing‘thét
the State's weak economic base has undermined attempté at pursuing;
indépendenﬁ fofeign policy. Iﬁ the prdcess_gherefore, governmenté
have either been coerced or persuaded to change the coﬁntry's deve-
ldpment.priorities t§ suit donof countrieé. |

As Maurice East put it, the government of a poor State 'because
of the relative lack of resources available for foreign affairs will
seek methbdsvgnd strategies of internaticnal intéractions that are

more economical!.so This is exactly the position Ghana finds herself
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and this Rawiings made clear by declabipg that "“we can no longer
postpone the time for halting the populist nonesense. . o e
We must not get into the way of thinking that revolutionary.
activities are substituteé for-producfivd work".31

‘Following this statement, the Deputy Chairman of the PNDC
alsoldeélared that the flirtation with Marxism in the early months
of fhe revolution "did us a certain ahount of harm, in fhat it
sought a.short cut to modern governﬁent on the basis‘ﬁf the ex-
perience of Europe which waslnot quite'germane";sz

We see from this chapter that the naturé‘pf Ghana's
economy really affected her foreignApolicy initiatives. Thus,

her favourable’ foreign policy towards the West was as a result

of the loans the Western countries were giving Ghana..
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CHAPTER FIVE
SUMMARY AND CONCLUSION

: We hypothesized in this study that there‘is a positive
relationship betwéen the Economic Recovery Programme of the 1MF/
‘Hofld Baﬁk and the worsening debt.crisis in Ghana. This has |
resulted|in a direct relationship betWeen.Ghana's‘reliance on
“IMF/World Bank loanvand:her favourable foreign policy initia-
tives andloptions towards the VWest. | ‘

We showed in Cﬁapter Two how Ghana's deBt thch stood

at £20 miilion at independence with a reserve of £200 million,
incu;red-a.debt of $1,172 million By 1972, We further argued that
this debt was as a result of the IMF/Wor}d Bank's-invoivement in
the economic policy of the country. E;r instancé, during Busia's
regime in 1969, IMF and World Bank advisors were invited - the
(DAS) economists to control and mnnagé the econonmic pollcy-makiﬁg
department, - ‘

:,We also argued in Chapter Three that as a result of'the
IMF/Vorld Bank “corrective" measure, Ghana's debt not only increased
‘butveien'worsened the standard of living ofAthe people. We showed

how these inétitutions gave Ghana gome period of grace to pay off her
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debt -and in return increased thé interest rate on the loana. .
Therefore, rather than helping Ghanp,.it worsened her debt
position,

We showed also, how IﬁF/Worlq Bank Economic Recovery
Programme (ERP) increased éprrt production thus increasing the
real gross domestic product whichiieached a 5 per cent tafget,

'in 1988 alone, Ghana earned more than $868 willion from her -
exports. This seemingly 'go to show how the ERP has worked.

We howéver, a;gued that thié impro;ement in the econom& was

not physically visible in the standandiof liviné ofvthe pedple

as a result, the Structural Adjustment Programme (SAP) was launched
and one of its objectives w;s to look at the social aspects of the
SAP. This was dimed at improving the condition of the people,

We also showed that”IMF/World Bank 'corrective’ measurés
taken to improvg the economy and this we argued, that the measures
have worsened thg conditions of Ghana. We proved this by showing

'thgt the devaluat;on pf.the Cedi‘by 30% in 1967 and 58% in 1978
was again devalued at an alarming rate of 5,780% in 1987 all at
IMF/World Bank's conditjon for éranting loan,

.In Chaptor Four, we sxamined how (thana's foreign policy under

’\&kruﬁah was militant and dynamic.in reépect to the Western P&wers..

We explained that Ghana was able to initiate such a policy because
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of her fhen buoyant economy. ‘' For instance, when Nkrumah came
~ to power, fhe couﬁtry hadAa foreign resérve of £200 million and
only £20 million outstanding debt. Thus Ghana was able to give
assistance aﬁountihg to £10 miilion to Guinea,_£10;000 to Banda
‘to aid his political movement in 1959 among others.
‘ThelNRC~government headed by Acheampong was able to also
implement aggressive foréign policy towards the West. because of
the sudden récOVefy of the economy. Consequently, tﬁe government
unilateraily repudiated some of the country's fofeign debt.
| However, other regimes like the National Liberatioﬂ Council
(NLC)iand Busia's governments took the1opp031fe stand. AThesé
regimes were pro-West, which was due to the‘podr state of the
economy at that time;' These two regim;s went to the West with
cap in hand to beg for fihﬁnciai help. The policy of‘restoring
diplomatic relatidnshwlth Britafn which was broken during Nkrumah
regime stand as example; | | |
Rawlings regime during this latter years, has fallen>prey.
to Western manoeuvring.A This is also as a resu#t of the:poor
natuﬁe of the economy.
‘.in our study, we also found out that Ghana waé forced into

» the Western “debt trap" especially IMF and World Bank. This hap-

pened in 1971 during Buéia'u regime. DBusia's government during
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thiswﬁeriod. reéuested Britain to help Ghana solve her financial
_problems..ﬁﬂritafn agreed to help Ghana on the following condi-
tiéns; ' ' |
i) | Ghana was to prebare an agreed programm: with the
IMF for the restoration of basic preéonditions fpr
stable syowth of the econoﬁy, with particular coﬁ;
cern for avo;d;ng inflation.
42) Ghana was to try to draw as much'as possible for
the Fund.
32 Aftér a programme had been agreed upon with the IMF;
;ﬁd the Fund had extepnded financial assistance, Britain
would organize other creditor countries to préiide deﬁt
relief and aid so that thna could continue its devel#pa
ment efforts at a high growth rate that is 4.5 per cent
or higher. |
The British therefore'madq the agreement with the IMF a
precondition for the assiatance because they feit‘tﬁat they could
not keep Ghana under contrel witheut the cooperafion of iMF, yorld
. Bank and other creditors.. Agreement with IMF/World Banﬁ became a
sine qua non for aid.énd for a reéolution of Ghana's debt problem.
In cohclusion, Gphana's relationship with IMF and World Bank

'has compounded her debt position., For instance, by 1983, Ghana's
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" external debt was, $1.5 billion and more than doubled to $3.3
billion in 1984. However, since the economy is dependent on
th; ﬁegt.lGhana's foreign policy will alwayq'favour the West
until the couhtry is able to liberate herself f}ou the West

as this study has showne.

‘It is therefore argued that while th§ shortqteré solu~
tions to Africa's debt problem could perhaps be téckled tﬁrough
vériqus "adjustmenp" prograﬁmes.'reducing debt service ratios
and larger financial inflows, the long-term-golution should be’
_ sought by adhering to and reverting'back to tﬁe broad framework
of development strategy laid down in the Lages Plén of Action, .
Thus, Ghana has to take a gerious look again at the.Lagos Plan

of Action if she wants to be liberated from her debt burden. .

.'e’ .
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APPENDIX I

Debt Repayable in Foreign Currency

(In thousands of U.S. dollar equivalents)

51,879

-"* Notes appear at the end of the Table

Debt Outst.
(Begin of Period) Payments During Period
‘Including

Year Undisbursed " Amortization Interest Total
Grand Total |
1966 490,742 51,281  12,148® 63,361
1967 439,511 67,820 15,539 83,359
1968 . 371,711 70,390 - 15,557 85,947
1969 301,321 59,294 " 12,578 71,872

- 1970 242,027 52,370 10,487 62,857
1971 189,657 42,002 8,347 50,349
1972 147,655 - 25,004 8,621 31,715
1973 122,561 18,044 5,570 24,114
1974 104,017 14,235 4,768 . 19,003
1975 . 89,782 9,807 - 4,159 13,966
1976 © 79,975 8,330 34257 12,087
1977 | 71,645 7,362 3,403 10,765
1978 64,283 6,611 3,097 9,708
1979 | 57,672 5,793 2.805 8,598
1980 5,975 2.530 8,505
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APPENDIX I (Cont'd)

(Debt Outst.
(Begin of Period) Payments During Period
Including
Year " Undisbursed Amortization Interest Total

Privately;placed Debt - Suppliers' Credits ' :
- 1966 _ 307,390 45,300 10,220 55,520

1967 262,090 56,935 \ 11,018 67,253
1968 205,155 55,901 : 9,043 64,944
1969 ' 149,354 45,877 6,492 52,369
1970 : 103,377 . - 39,790 4,737 44,527
1971 63,587 29,969 2,993 32,962
1972 33,618 ' 13,877 1,633 15,510
1973 19,741 ' 9,167 958 10,125
1974 10,574 _ 6,846 : 482 7,328
1975 3,723 2,484 - 163 = 2,647
1976 _ 1,244 1,010 53 1,068
1977 : 234 234 7 241
IBRD Loans
1966 47,000 - - -
1967 47,00 o - 1,351 1,351
1968 47,000 1,357 2,683 4,040
1969 : 45,645 1,436 - - 2,604 4,040
1970 . 44,209 : 1,519 2,520 4,039
1971 42,690 : 1,609 o 2,432 4,041
- 1972 . 41,081 1,702 2,338 4,040
© 1973 39,379 1,801 . 2239 4,040 .
. 1974 : 37,573 1,907 2,133 4,041
1975. - 35,671 . 1,018 - 2,023 4,040
1976 . - 33,653 : . 24136 1,905 4,040
1977 ' 31,517 ' 2,260 : 1,780 4,039
1978 29,257 2.392 1,648 4,040
1979 ’ 26,865 2,531 ' 1,508 4,040

1980 T 24,334 2,678 1,362 4,040
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APPENDIX I (Cont'd)

Debt Outst. .
(Begin of Period) . Payments During Period
Including , '
Year Undisbursed Amortization' Interest Total

Loané from US (.‘uovm'nnwnt.0 - Total _
1966 36,900 50 1,035 1,085

1967 ‘ 36,850 313 1,117 1,430
1968 . 36,537 576 1,184 . 1,760
1969 35,961 911 1,236 2,147
1970 35,050 1,265 1,269 2,534
1971 . 33,785 : 1,291 . 1,296 2,587
1972 - ¢ 32,494 1,318 11,302 2,620
1973 . 31,176 1,346 - 1,244 2,590
1974 29,830 1,375 1,184 2,559
1975 28,455 1,405 1,124 2,529
1976 27,050 1,436 1,063 2,499
1977 : 25,614 . 1,468 1,001 2,469
1978 ' 24,146 1,501 937 2,438
1979 22,645 1,636 . 373 2,409
1980 : 21,109 1,571 807 2,378

Loans from Western / Luropean_/ Governments® - Total

1966 19,000 : - - -
1967 . 19,000 - 368 . 508 876
1968 : 18,632 . 1,072 1,123 2,195
1969 17,560 , 1,072 1,059 . 2,131
1970 . 16,488 11,072 w995 2,067 -
1971 o 15,416 S 1,072 932 2,004
1972 . 14,344 , 1,072 868 - .1,940
1973 13,272 ' 1,072 ' 805 1,877
1974 , - 12,200 -1,072 741 1,813
1975 ‘ 11,128 1,072 678 - 1,750
1976 . .. 10,056 1,022 613 ' 1,687
1977 . S 8,984 1,072 551 1,623
1978 7,917 . 1,067 488 1,555
1979 ‘ 6,850 1,067 424 1,491

* 1980 5,783 1,067 361 1,428
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APPENDIX I .(Cont'd)

Year

Debt Outst. o
. (Begin of Period) . Payments During Period
Including ,
_ Undisbursed Amortization Interest Total

'Loans from 'Eastern! Countries® - Total

b.
C.
d.
‘e.

f.

1966 80,452 © 5,863 893 6,756
1967 74,590 10,204 1,545 11,749
1968 64,386 . 11,484 1,524 13,008
1969 52,902 9,398 1,187 11,185
1970 42,904 8,724 966 9,690
1971 34,180 8,061 694 8,755
1972 26,119 : 7,125 480 7,605
1973 18,904 5,158 - 324 - 5,482
1974 13,839 3,035 : 228 3,263
1975 10,601 2,828 171 2,999
© 1976 7,073 - 2,676 116 . 2,792
. 1977 5,207 - \ 2,328 64 2,392
1978 2,969 1,651 24 1,675
1979 1,318 659 - 659
1980 659 659 - . 659
Loans from USSRf
1966 39,559 1,815 332 12,147
1967 37,744 . 4,920 : 983 5,903
-1968 32,824 4,864 822 5,686
1969 27,960 4,696 689 - 5,385
1970 23,264 3,853 577 4,440
1971 119,412 3,685 B 4 4,162
© 1972 15,726 ) J.491 383 3,874
1973 . 12,235 ) 3.466 296 3,762
1974 8,769 . 2,076 © 218 2,294
1975 6,693 2,017 168 2,185
1976 4,676 2,017 116 2,133
1977 2,659 1,669 64 1,733
1978 992 992 24 1,016
a. Of which $13,664,000 were in arrears as of 31 December 1965.

Of which $3,537,000 were in arrears as of 31 May 1966.
USAID and Export~Import Bank '
Britain and Federal Republic of Germany

The major Eastern creditors are the Soviet Union, The GDR,
Poland, Czechoslovakia, Hungary and China.

USSR portion of total 'Eastern' loans

SOURCE: World Bank, Statistical Services Division, 9 March 1967,
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APPENDIX II

ANNEX TABLE 1: GDP BY INDUSTRIAL ORIGIN AT CONSTANT
1975 PRICES MILLION CEDIS, 1980 - 86

(Billion Cedis)

1980 1983 1984 1985 1986
Agriculture ‘2057 2534 2780 2802 2951 -
Agric & Livestock 12016 1763 2039 2001 2102
Cocoa 545 370 339 384 427
Forestry & Logging . 303 308 313 313 ° 315
Fishing 92 92 93 109 107
Industry 805 549 599 707 752
Mining & Quarryzng 71 52 59 66 80
Manufacturing 575 328 370 451 483
. Electricity and Water 43 41 39 47 51
Construction 206 129 132 142 152
Services 17656 1798 1917 2064 2154
Transport & Communications 166 192 216 238 249
. Trade and llotels 556 463 510 556 591
Banking, Insurance and
Real Lgtate 372 415 453 495 514
Government Services 609 660 663 690 704
Other Services 62 68 74 84 96
Inputed Service Charges - 160 17?7 191 . 216 323
Import Duties 81 44 54 63 71,
GDP at Market Prices 5537 4747 5157 5419 5705
Per Capita GDP _
(Cedis) 449 399 419 430 . 439
Meno Itemsi '
Population (Million) 11,1 11,9 12,3 12.6 13
GDP in Current Prices’ :
43 184 272 373 491

Note: Totals may not add up due to rounding.

. a/. Estimated.

SOURCE: A Programme of Structural Adjustment, The Government

Of Ghalm’ 19870

o e
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APPENDIX IIX

ANNEX TABLE 2: GDP BY INDUSTRIAL ORIGIN AT CONSTANT
' 1975 PRICES GROWTH RATES, 1980 = 86

Population

1980 1983 1984 1985 1986>

Agriculture 2.2 =70 9.7 08 5.3
Agric & Livestock 0e1  =B,0 15,5 «1,7 5.1

" Cocoa | 9.5 14,2 =8.4 13.2 11,2
' Forestry and Logging 2 7.4 1,4 0.2 0,7
Fishing 0.1 31 0,7 12 3.2
Industry 0,3 =12,0 9.1 17.9 6.4
Mining and Quarrying =3e1 =14,4 13,5 12,7 =1l.1
Manufacturing -1.4 =112 12,9 22 7
Electricity.and Water - 12,95 ~ 7,0 ~6.1 20,7 9,9
Construction 4,3 =14,3 2.3 8 7
Services ‘w2e3 0 2¢3 646, 7.7 4,4
Transport and Communications -13,2° 7.3 12.8 10’ 4.5:
Trade and Hotels - 0.6 = 5.3 10,1 3.1 6.2

' Banking, Insurance Real - :
Estate . 4 369 3.3 9.3 9.3 3.8
‘Government $ervices 1.8 5.9 0e4 4,1 2,1
Other Services 23.9 3.7 9.4 13 13,8
Inputed Service Charges ‘=53 6.7 7.9 13.1 3.1
Import Duties ~9,1 27,7 20.5 = 19.9 12
GDP at Market Prices 0.5 - 4.6 8,6 51 5.3
Per Capita GDP (Cedis) «2e1 ‘= 7.2 5.0 2,6 2.1
2.6 2.6 2.5 2.6 2.6

a/ Estimated

SOURCE: Ibide .

Y

o
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ANNEX 3: ° GDP BY EXPENDITURE AT CONSTANT 1975

PRICES

Million Cedis, 1980 - 86

1980 1983 1984 1985 1986
Private Consumption 4,252 - 3,396 3,917 4,157 4,157
Government Final Consumption . \
Expenditure ' 981 990 862 1,111 1,111
Gross Domestic Investment 491 343 .393 490 515
Gross Fixed Capital Formation 3516 344 392 489 514
Change in Stocks “25 =1 1 1 1
Exports of Goods and NFS 654 486 409 433 457
Imports of Goods and NFS - 842 469 423 522 563
Gross Demestic Product 5,837 4,747 4,103 5,365 85,633
~ Net Factor Income from Abroad 54 30 = 54 55 58
- Gross National Product 5,485 4,717 4,193 5,365 5,633
Less Consumption of Fixed A :
Capital 312 329 261 260 273
National Income 5,171 4,380 4,841 5,104 5,360
Other Current Transfers ‘ , : '
Received from Abroad 55 54 108 705 74
National Disposable Income 5,225 4,442 4,950 5,175 5,434

_ Note: Totals may not add up due to rounding.
‘a/ Estimated. '

SOURCE:  Ibide




132 -

| APPENDIX V
ANNEX TABLE 4: GDP BY EXPENDITURE AT CONSTANT

. 1975 PRICES,
1080 = 86

(National Disﬁosable Income = 100)

PERCENTAGE SHARES,

National Disposable Income

1980 1983 1984 1985 1986 a/
Private Consumption 81,4 76,8 79,1 76,5 7645
Govt. Final Consumption ' |
Expenditure _ 18,8 22.3 17.4 20,4 20.4
Gross Domestic Investment 9.4 7.7 7.9 9.5 9.5
Géoss'Fixed Capital Formation 9,9 7.8 7.9 9,5 9.5
Increase in Stocks =05 0 0 0 0
Net ixports , w3.6 044 =0,3 =17 =1.7
" Exports of Goods and NFS 12,5 10.9 8.3 8.4 8.4
Imports of Goods and NI'S 21601 =106 =8.5 =10.1 1041
_ Gross Domestic Product 106 106.9 104,2 104,7 104,7
Net Factor Income from Abroad ‘-l  w0.7 wl.1 =l.1 wl,1
Gross Natignal Product 104.9 106.2 103.1. 103.7 103.7
Less Consumption of Fixed
Capital. | w6  =7e4 5,3 -5 -5
National Income 99 98.8 97.8 98.6 98.6
Other Current Transfers
Received Abroad 1 1.2 2,2
100 100 100

a/ Estimated

‘SOURCE: Ibid.
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