View metadata, citation and similar papers at core.ac.uk

-

P
brought to you by .. CORE

ECONZTOR

provided by Research Papers in Economics

WWW.ECONSTOR.EU

Der Open-Access-Publikationsserver der ZBW - Leibniz-Informationszentrum Wirtschaft
The Open Access Publication Server of the ZBW - Leibniz Information Centre for Economics

Heldt, Sven

Working Paper

Towards the attainment of self-
sustaining growth: Ghana and the Ivory

Coast

Kiel Working Papers, No. 57

Provided in cooperation with:
Institut fir Weltwirtschaft (IfW)

Suggested citation: Heldt, Sven (1977) : Towards the attainment of self-sustaining growth:
Ghana and the Ivory Coast, Kiel Working Papers, No. 57, http://hdl.handle.net/10419/46973

Nutzungsbedingungen:

Die ZBW raumt lhnen als Nutzerin/Nutzer das unentgeltliche,
raumlich unbeschrankte und zeitlich auf die Dauer des Schutzrechts
beschrankte einfache Recht ein, das ausgewahlte Werk im Rahmen
der unter

— http://www.econstor.eu/dspace/Nutzungsbedingungen
nachzulesenden vollstandigen Nutzungsbedingungen zu
vervielfaltigen, mit denen die Nutzerin/der Nutzer sich durch die
erste Nutzung einverstanden erklart.

-3 B UJ Leibniz-Informationszentrum Wirtschaft
[ Leibniz Information Centre for Economics

Terms of use:

The ZBW grants you, the user, the non-exclusive right to use
the selected work free of charge, territorially unrestricted and
within the time limit of the term of the property rights according
to the terms specified at

— http://www.econstor.eu/dspace/Nutzungsbedingungen

By the first use of the selected work the user agrees and
declares to comply with these terms of use.

Mitglied der

Leibniz-Gemeinschaft ;‘


https://core.ac.uk/display/6361016?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1

Kieler Arbeitspapiere
Kiel Working Papers

Working Paper No 57

Towards the attainment of self-sustaining

grbwth? Ghana and the Ivory Coast

by .
Sven 'Eieldt

W

o0 ﬂ/

po V>

Institut fiir Weltwirtschaft an der Universitat Kiel



Kiel Institute of World Economic

Department 1

D-23 Kiel, Disternbrooker Weg 120

Working Paper No 57

Towards the attainment of self-sustaining

grbﬁch? Ghana and the Ivory Coast

by
Sven'geldt

et
\v{\‘ﬁd\
e ¥ :\g\

April 1977 “ﬂ N
3
ho

Kiel Working Papers are preliminary papers written by staff members of
the Kiel Institute of World Economics. Responsibility for contents and
distribution rests with the author. Critical comments and suggestions
for improvement ‘are welcome. .Quotations should be cleared with -the

author.



As 1366 77 v

1. Ghana and the Ivory Coast are two neighbouring states of the West Coast
of Africa so similar in size, geography, resource endowment, stage of
economic development in terms of per capita income and capacity to develop
at the date of independence (Ghana 1957 and 1vory Coast 1960),vthat a
comparison of the results of the economic policies adopted and the political

orientation followed by each of them has ever been a big challenge.

While Ghana had at the time of independence almost twice the population of
Ivory Coast, the agricultural sector had similar importance accounting for
more than 40 percent of GDP, the industrial sector for less than 10 percent.
The principal agricultural export crops were the same: cocoa, coffee and
wood and the importance of external trade was also similar, amounting to
about 30 percent of GDP in each country in 1960 (table 1). But while in
Ghana cocoa was by far the most important export product it was coffee in

the case of Ivory Coast.

2. Looking at the development policies followed by the two countries we find
big differences, which with a high degree of probability had an important
influence upon the economic results we now can observe in both countries.
The roots of these divergent policies can be found in the personalities of

the leaders of the countries.

While: Houphouet-Boigny in Ivory Coast was a strong supporter of a close
cooperation between the African countries and their metropolies based on
equality and fraternity, Wkrumah put freedom and independence as well as
cooperation and unity among the different African countries in the first
place. Houphouet was sceptical about the benefits of indépendence argueing
that the establishment of own diplomatic services and an army would mean a
waste of scarce resources and talent and thus‘predicted, on the occasion of
Nkrumah's visit to Abidjan on April 5, 1957, that in ten years the Ivory
Coast in close cooperation with the metropoly would have passed its neighbour

in the economic and social fieldsl.

I Andrée Blanchet, "Le defi de M. Houphouet-Boigny au Dr. Nkrumah", in
Le Monde, 17.April 1957, p. 7, cited in Jan Woronoff, '"West African Wager:
Houphouet versus Nkrumah", Metuchen, N. J., 1972, p. 13.




Table 1 - Basic economic indicators for Ghana and Ivory Coast

1965

1972

per US~%, annual average.

1960 1970 1973
.Ghana
prana
Population (1000). 6703 7610 8640 3086 9313
GDP /Capita? 227 232 230 234
eoP® (million cedis) 1258.1 |1466.4 | 1641.4| 1760.6
Agriculture /GDP (Z) 40.8 40,8 46.9 47.6
%anufacturing/GDP (%) 9.8 S.t& 11.0 10.3
Imports (million cedis) 308.0 | 391.5 1 538.6| 465.2
Exports (million cedis) 245.0 251.1 523.2 648.4
Implicit GDP deflator® 69.1 | 100.0| 137.6| 160.5.
Foreign exchange ratel 1.399 | 1.163 | 0.980| 0.761 | 0.870
Ivory Coast
Population (1000) 3619 4298 5065 5400 5578
GDP/Capita® 200 244 298 314 326
GDPbiillion CFA Francs) 163.1 236.8 340.2 382.6 409,5“
Agriculture/GDP (%) 43.4 35.9 27.2 27.0 27.5°
Manufacturing (GDP (%) 6.9 10.1 13.4 16.2 15.7
Imports (billion CFA Francs) 37.0 81.9 173.8 201.1 195.5
Exports (billion CFA Francs) 47.9 86.7 177.9 199.8 { 215.4
Implicit GDP deflatct® §6.3 1 100.0] 121.7] 125.5 | 139.7
Foreign exchange rate® 246.9 ' 246.9 ! 277.71V 252.2 1} 222.7
2 ys-¢ at average 1967-69 market prices and exchange rates. - b At 1965
prices. - © 1965=100. - d ys-¢ per Cedi, annual average, - = CFA Francs

Source: World Bank, World Tables 1976.




The Ivory Coast was then granted independence in 1960 without much indigenous
effort and after independence it remained committed to the free enterprise
philosophy giving priority to the operation of private business, restricting
the state 'intervention to a participation in the financing of investment and
in the management of importgnt companies, especially agricultural estates.,
Heavy reliance upon French technical assistance and aid was another important
element for the economic and administrative performance, with the conéequence,
that there are now more Frenchmen in the Ivory Coast than at the time of

independence.

Ghana, on the other side, followed a policy of state interventiop aiming at
a predominant role of the government in agriculture as well as in industry.
This policy was intensified after 1961, while in the years before aid and
technical assistance from private and government sources from the West were
highly welcomed. Nonetheless, it never came to a full nationalization, both
domestic and foreign prlvate 1nvestment were still desired, and compensat1on

for natlonallzat1on)%nterprlses was always granted by the Government.

3. But apart from these striking differences in the overall policies foilowad
by the two\hountries, Ghana embarked on a forced industrialization program to
attain selfsufficiency in important industrial goods and also favouring large
scale agricultural projects, thus aiming at a bigger independence from third
countries, while Ivory Coast gave agriculture the first priority, aiming at

an increase in the production of traditional agricultural products first and

at a diversification of production and increased processing of products for
export in a second stage. Therefore, the differences between both countries
were along two lines, in the overall development philosophy and in the economic

sectors fawoured.

The results of the two experiments were indeed very divergent in terms of

real overall growth of the economy as well as in per capita terms.

4. The extraordinary good performance of the Ivory Coast has been critized
by some as having been a process of "growth without deveiopment"l; because

it was based on agricultural export crops developed by foreign capital. and

Ps, Amin, "Capilatism and Developmentin the Ivory Coast”, in J.C. Markovitz,

ed., African Politics and Society, The Free Press, N.Y. 1970.



having little diffusion effects upon the rest of the economy, while the case
of Ghana might have been a process of '"development without growth"l. Others
attribute the divergent development paths to structural economic differences
over whicp the governments had little or no controlz, or to a poor implement-
ation and unsoundness of some policies of the development strategy that would
not have been ‘fatal in the case of Ghana if the export proceeds would have
kept growing during that period3. And finally there are authors, to whom I
feel most inclined, that attribute the differences in economic performance

mainly to the economic policies followed in each country, calling them

o . . . 4 . ..
“structural transformation versus gradualism' or the  result of the "realistic

application of irrealistic theories' in the case of Ivory Coasts.

These “irrealistic theories''see foreign trade as an effective engine of growth,
provided that the access to the markets of the industrial countries for
manufactures of developing countries is given and that the pattern of advance
in the industrial countries is such as to cause a rapidly rising demand for
imported food stuffs and raw materials. With respect to manufactures both
Ghana and Ivory Coast are now in privileged position, since they can profit

from a free "and unrestricted acess to the markets of the EEC.

Towards self-sustained g;owth

5. The following analysis shows by means of several indicators, which have

been the results of the Ivory Coast and Ghana with respect to the external

sector and whether conditions have been fulfilled for a process efvself-

! J.M. Due, "Development w1thout growth. The case of Ghana - in the 1960 s?", in:

The Economic Bulletin of Ghana, Vol. 3, No. 1, 1973.
E. Eshag and P. J. Rlchards, "A comparlson of economic developments in
Ghana and the Ivory Coast since 1960", in: Bulletin of the Oxford University
3 Institute of Economics and Statistics, Vol. 29, No. 4, Now, 1967.
R. H. Green, "Reflection on economic strategy, structure, implementation
and necessity: Ghana and the Ivory Coast, 1957-67", in: Ph. Foster and
A.R. Zolberg, eds. Ghana and the. Ivory Coast. Perspectives on Modernization,
4 Univ. of Chicago Press, 1971,
E.J. Berg, "Structural transformation versus gradualism: recent economic
development in Ghana and the Ivory Coast', in: Ph. Foster and A.R. Zolberg,
op.cit. -
M. Penouil, 'Le miracle ivoifien ou 1'application réaliste de théories
irrealistes"”, in:Annee Africaine, Paris 1971.

2
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Table 2 - Ivory Coast: Indicators of self-sustaining growth

1960/65 1965/70
Capital inflow: Fo/Vo i 2.6a 2.0
Investment performance: . Kr IO.BQ 17.8¢
Io/Vo 16.8 19.1
i 17.1 7.5
Saving performance : ao 15.9 16.4
a ' 6.4 21.2
Trade performance : Eo/mo 1.16 1.08
= 12.6 15.5
a' fug 1.04 1.37
Growth GDP 11.0 11.8
Growtn GDP/capita 7.2 8.2
Growth GDP (1965=100) 7.7 7.5
Growth GDP/capita (1965=100) 4.1 4.0
(Eo/mo) (1+ € )P-1
(1+71) P -1 2.64 2.52
Coﬁditions for self-sustaining growthj
I/V 2 Kr ' 16.8 2 10.3 19.1 22 17.8
a' 7 Kr ¢or 6.4 < 10.3 - 21.2 2 17.8
a » Kr 15.9 2 10.3 16.4 <= 17.8
ulg(Eo/mo) U +€)P - 1.04 & 2.04 1.37 & 2.52
u, (1 + r) P
ICOR 2.71 3.13)
a b - to
1963-65. = =~ Kr:Investment rate necessary/achieve 7.2 7 annual growth. -
c

1967-70). - ~ ICOR 1970~73: 4.60.

Note: For symbols see text.

Kr: Investment rate necessary to achieve 8.1 7 annual growth.fwoi Plan

Source: Calculated from World Bank, World Tables 1976, IMF: Bélance‘bf‘”
Payments Yearbook and UN: National Account Statistics.




Table 3 - Ghana: Indicators of self-sustaining growth

‘ ' 1960/66 1966/71
 Capital inflow : . i Fo/Vo 4,7 3,7a
Investment performance : Kr 2!.7b 6.0
Io/Vo 18.2 12.6
i - 1.4 12,6
Saving performance : a o 10. 4 9.2
a " - 5.2 14.7
- Trade performance: Eo/mo 0.76 0.95
€ - 1.6 14.8
u'/uo - 0.059 1.105
Growth GDP 9.7 10.5
- Growth GDP/capita 7.0 7.7
|1 Growth GOP (1965=100) 1.8 4.3
Growth GDP/capita (1965=100) - 0.9 2.0
(Eo/mo) (1 +€)P - 1 ' 918 991
(1 + )P -1
'Conditions for self-sustaining growth: ‘
IV 2 Kr 18.24 21.7{ 12.6 2 6.0
o' 2 Kr or : 14.7 2 6.0
a > Kkr 10.4 < 21.7 9.2 2 6.0
u'  (Bo/mo) (1 +€)P - 1 ~0.059 2 2.18| 1.105< 2.91
u (1 +71)P- o |
ICOR 12.3 3.8

2 67-71. - b Investment rate necessary to achieve 5.5 % annual growth.
(Seven Year Development Plan 1963/64-1969/70). — € Public Investment

rate necessary to achieve 4.0-5.5 7 annual growth (Plan 1968—70)
Note: For symbols see text. ,

Source: Calculated from World Bank, World Tables 1976, IMF: '‘Balance of
Payment Yearbook and U.N.: Hational Account Statistics.




sustained growth., For this purpose a test developed by Chenery and Strout]
will be used. This test, which has already been applied for Ivory Coast in
the period between 1960 and 19652 uses three criteria to judge economic

performance: an investment, a savings and a trade criterion.

The investment criterion states, that the rate of growth of investments must
be greater than the target rate of growth, so that the ratio of investment
.to GDP (I/V) be able to sustain the target rate of growth (kr). The savings
critérion states that 'the marginal savings rate (a') must be greater than
the target investment rate unless the average rate of savings (a) is already
above this 1eve1"3. And finally the trade criterion states that either the
growth rate of expurts (€ ) be higher than the target rate of growth of GDP
or the marginal import rate (u') be reduced below the average import rate (u)

of the base year.

6. While for the Ivory Coast the three criteria are met for the decisive periaod
1960-65 in Ghana none is fulfilled during the Nkrumah period, 1360-66
(tables 2 and 3). The causes for these opposed results can be found in the

economic measures adopted in each country.

The Ivory Coast, following a policy of gradual transformation involving a
limited role for the government in direct productive activities remained
export oriented, concentrating on the agricultural sector under continued
supply of foreign capital and skills. By this way a class of agricultural
entrepreneurs could develop, which in turn favoured a rapid monetization of
the economy. A substantial shift of people out of less productive regions and
employments into more productive ones was a concomitant effect, where a kind
of triangular circuit could be observed: people emigrating from those zones
with stagnant agriculture to the zones with growing agriculture (to either
villages or countryside) and the rural population of the zones with growing

agriculture emigrating to the cities in these regions or'tO'Abidjan4. Estab-

D e, Chenery and A.M.Strout, "Foreign Assistance and Economic Development'

9 in: American Economic Review, Vol. 56, No. 4, Part 1, Sept. 1966.

V.L. Galbraith, "Tade as an engine of growth: the Ivory Coast', in: South
of the Sahara: Development in African Economies, S.P. Schatz, ed., McMillan
1972,

H.B. Chenery and A.M. Strout, op. cit. p. 705.

L.L. Camier, "Aspects economiques de la constitution de réseau urbain de la
Cote d'Ivoire®”, in: Mondes en Developpement, No. 9, 1975, Paris, p. 10l.

w
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lishing a correlation along the time it can further be observed, that the
urbanization in the Ivory Coast progressed at the same rhythm as exportable
agricultural products were developed, and Abidjan, as the major export part,
experienced a dramatic growth passing from 180 000 inhabitants in 1960 to
more than 550 000 in 1970.

Had the Ivory Coast followed a more autarquic policy towards the direct
satisfaction of the internal necessities, this dramatic concentration around
Abidjan would most probably not have occured. Foreigners continued to dominate
the economy, but since this situation has assured an efficient operation and
true transformation of the economy it has been a bearable price paid for the
rapid growth experienced: 7.7 percent real growth rate per year between 1960
and 1965 (4.1 percent growth rate per capita) and 7.5 percent real growth

rate per year between 1965 and 1970 (4.0 growth rate per capita). The agri-
cultural development played, as mentioned before, a very important role and
was directed in the first phase towards an increase of the traditional exports,
coffee and cocoa, including timber in an increasing proportion. Thereafter a
diversification policy was followed to include especially cotton, oil palm

and coconuts as well as food crops for the national consumption, like rice.

8. Additionally, the Ivory Coast experienced favourable export conditions in
the first phase as the major part of the coffee exports were directed to
France, which paid higher prices than the international leQels], sometimes
over 50 percent. Later, when Ivory Coast was seeking for new markets for
further expanding its coffee exports (as the French demand was growing only
very slowly and the pressure from the EEC for dismantling the preferential
price system was rising) it met with a rapidly expanding demand of the US for
soluble coffee which can be made with robusta type beans grown in the Ivory
Coast. And since Ivory Coast was a small producer of coffee by that time and
&?tcggfgeggpfgl;hﬁagggtggﬁgg ggmtggfgg? ﬁ%rgﬁggqéay and, due to a broader
export base that made the Ivory Coast less sensible to international price

fluctuations (table 4), it had continued balance ofbpayments surpluses which-

secured the financing of developments.

1 . . . . . . . .
This French policy toward its former colonial territories had its price

in the form of higher prices for the manufactured products exported to the
African countries. '
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Table 4 - Percentage composition of exports: Ghana and

Ivory Coast

1962 1966 1970 1974
Ghana
071 coffee 0.4 1.3 0.7 0.3
072 cocoa 70.6 68.8 76.5 73.5
242 wood rough 5.8 6.5 4,7 8.7
243 wood shaped 6.4 6.0 3.9 4.6
275 1ind. diamonds 7.4 6.4 3.3 2.0
283 non ferr.base metals 6.2 8.5 2.1 1.9
631 veneers, plywood 0.8 0.2 0.3 I.1
684 aluminium - - 7.4 4.5
other SITC 0-4 2.3 1.9 0.9 2.8
SITC 5-8 - 0.4 0.1 0.5
Total 100 100 100 100
Total (mill. US-§) 280.6 | 237.0 | 424.9 | 637.2
Ivory Coast
051 fruit fresh 6.6 4.1 .2
053 fruit preserved 1.4 2.2 A
071 coffee 43.2 40.4 34.8
072 cocoa 23.6 19.7 24.7
221 oil seeds 0.6 0.6 0.8
231 rubber crude - 0.8 0.9
242 wood rough 18.5 19.6 18.2
243 wood shaped 1.7 4,5 3.4
263 cotton - 0.4 1.2
292 crude veg.material 0.1 1.5 0.9
631 veneers, plywood 0.1 6.4 1.0
652 cotton fabrics - 0.1 1.0
692 metal tanks, boxes - 0.9 0.9
other: SITC 0-4 2.1 2.3 3.4
SITC 5-8 1.7 2.5 3.3
Total 100 100 100
Total (mill. US-§) 181.3 | 308.2 |466.6

Source: UN Commodity Trade Statistics.




9. This experience was in sharp contrast with that of Ghana, which depended
heavily on cocoa exports whose world prices declined drastically during the
Nkrumah period. And since the export base was not as diversified as that

of Ivory Coast (table 4) Ghana quickly run into serious foreign exchange
problems, as imports were at the same time rising rapidly. Since Ghana was
the most imporfént cocoa exporter of the world, the increase in the export
volume in order to match the sharply reduced prices helped to depress even
more the price level, so that by 1965 the prices were at 41 percent of their
1958 level. Further the agricultural policy of the government was based on
the creation of state farms and the formation of cooperatives, where a big
waste of resources took place lacking the impetus for a consequent diversifi-

cation in the production both for exports and for the domestic marketlt

At the same time heavy investments in the industrial sector and in infrastruc-
ture (the Akosombo dam, the port of Tema and the aluminium company VALCO

are the most prominent) were done as part of the forced industrialization
policy aimed at reducing the level of dependence from the exterior.But this
investment program was accompanied by a falling savings rate, administrative
corruption, mismanagement, rising inflationary pressures and foreign indebt-
edness, with the result, that the economy experienced a very slow real growth
rate per year in the period 1960-66 (1.8 percent) and even a decline in per
capita terms (- 0.9 percent). These catastrophic results were directly res~
ponsible for the overthrow of Nkrumah in 1966 who believed, that industry is
the only true force capable of moflernizing a country, via import substitution
and, that large scale mechanized farming under the lead of°the State was the

best way for modernizing agriculture.

10. Apart from the highly politiziced atmosphere, too little attention was
given to the facts, that an import substitution process in a market like
Ghana soon runs into difficulties and that an ambitious public sector develop-
ment program without disposing of sufficiently trained people cannot be

managed effectively. This situation was clearly reflected in the overall

RR'S Due, "Agricultural development in the Ivory Coast and Ghana',

in: The Journal of Modern Africans Studies, Vol. 7, No. 4, 1969.
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Table 5 - Overall productivity of capital (three year moviﬁg,avérages)

‘ Ghana : Ivory Coast
‘$2§§§' Gcr®: i?;i? $2§§§- cper®? Y ??;io
in GDP? (2) in GDP® (2)
(1) (2) (3) 1 (2) (3)
1961 48.9% }266.9 |o0.183 | 9.2¢ | 25.4 |o0.362
1962 52.0 |252.9 [0.206 | 14.9 28.3 | 0.527
1963 47.6 |259.6 |0.183 | 21.7 33.4 | 0.650
1964 36.6 269.6 |0.136 | 18.4 41.1 | 0.448
1965 - 3.8 |241.5 [0.016 | 14.0 46.6 | 0.300
1966 0.2 197.2 | 0.001 4.7 46.1 | 0.102
1967 - 4.8 163.6 }0.029 | 20.2 48.0 | 0.420
1968 44.8 1163.9 ]0.273 | 20.4 51.6 | 0.395
1969 65.0 191.7 |0.339 | 27.2 61.7 | 0.440
1970 105.9 221.3 |0.479 | 21.1 70.7 | 0.298
1971 74.3 156.7 |0.376 | 23.9 76.6 | 0.312
1972 23.1 81.3 |0.284
2 Million cedis. --b Gross-questic Capital Formation. - ¢ Billion
CFA-Francs. - Two years average.

Source: Calculated from World Bank,‘WOrld Tables 1976.

productivity of capital (table 5), where a sharp decline between the years.

1963 and 1967 was observed, in contrast to the case of the Ivory Coast, wﬁére
the productivity of capital was on the average'at a much higher level, although
with a tendency to decline, as a higher volume of investment has becdﬁe
necessary to diversify the agricultural production and to promote industriali-

zation 6n the basis of comparative advantages.

11. This observation is in line with the presumption, that fast growing
countries (Ivory Coast in this case) are more efficient in their use of

factors of production, which is reflected in low capital output or incremental



capital output ratios (ICOR)I. But the good performance of the Ivory Coast
has also to be explained by favourable structural factors such as the strong
expansion of external demand for its exports mentioned before,which till

the mid sixties required'relatively modest additional investments in order

to sustain a high growth rate of the economy.

In the next years this situation has been changing radically in the Ivory
Coast making necessary a yearly planned investment rate of 27.6 percent for
the period 1975-80 as compared to a realized investment rate of only 16.8
percent in the period 1960-65 to sustain a similar growth rate of between

7 and 8 percent per year. On the other side, if no sufficient attention is
paid to ease the main structural constraints that limit the growth of demand
for either export products or products for internal consumption, increased
investment efforts to step up the growth rate of theleconomy will receive
only a very small reﬁard. And this was the case of Ghana in the Nkrumah
period, where no efforts were made to diversify the agricultural productive
structure, either for exports or for the internal consumption, and where the
nismanagement of the economy produced a general dislocation of production
and inflationary pressuresresulted in a decline of the buying capacity of
the populationz. And as an effort to close the external deficit a regime of
import controls rather than of export promotion was chosen, so that the
pressure of domestic demand acted as a further internal price increase

. . . . . 3
mechanism, resulting in reduced domestic saving rates™.

This measure is the reverse of the productivity of capital shown in table 5.
Taking a cross-country comparison it is, nevertheless, almost impossible to
draw conclusions for the rehtionship between growth and capital-output
ratios, since ''relatively large intercountry differences in growth rates

are accompanied by relatively small differences in investment ratios. There-
fore the use of ICORs as an indicator of efficiency in the use of capital

is a very deficient and insatisfactory measure. See UNCTAD, ''The measurement
of development effort", UN, N.Y., 1970, p. 27. _

It has to be mentionmed here, that while Ghana is free to pursue own monetary
policies the Ivory Coast, being a member of the Franc-Zone, is not in a
position to influence the internal money supply, thus having experienced
very low inflationary pressures.

J. Clark Leith, "Foreign Trade Regimes and Economic Development: Ghana'',
Columbia University Press, 1974, specially chapter IV.

3
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12. Nevertheless,can there be said that in Ghana,despite all the difficulties,
a process of development without growth could be observed in the Nkrumah
period? If development is defined as a process of persistent improvement of
the well - being of the population measured by social indicators for educat-
ion, the provision of health services, nutrition levels, housing and others,
an improvement can surely be seen in Ghana, thanks to a massive inflow of
foreign financement, mainly official aid. But lack of growth in per capita
terms during this period brought the whole system to a collapse, since struc-
tural changes in the social sectors indicated can only be supported if the
economy can generate important own financial resources. And this is only
possible, if the economy shows positive growth rates in the medium and long
run. This was certainly not the case in Ghana as opposed to the Ivory Coast,

where the social reforms kept pace with the own financing capacity (table 6).

13. Thus, while Ghana did not fulfill the conditions for a self-sustaining
growth process during the period 1960-66, as we have seen from the application
of the Chenery and Strout model, the Ivory Coast performed excellently. This
country continued to show positive signs during 1965-70. So it is to be asked,
how was the performance of Ghana in the same period, i.e. after the fall of

Nkrumah?

14. During the period of consolidation after the chaotic situation left by

the Nkrumah-administration, from 1966 to 1968, the new government chose to
devalue the currency (July 1967) and to launch the economy on an experiment
aiming at a careful liberalization of imports. And in the year 1968 it anounced
a two year development plan (1968-70), where the first priority was given to
the agricultural sector as being the most important sector to develop before
any considerable progress can be made.

This plan should build the base for a selfsustained growth thmough a better
utilization of investment resources and imports, the maintainance of an
internal financial equilibrium so to prevent price increaseson the one side

and an external financial equilibrium on the other side, by keeping the balance
of payments deficit at the level of a reasonable estimation of the expected
foreign capital inflow. The private consumption should not be allowed to

grow by more than ! percent per year and the public investment program of

222 million cedis should secure an annual growth rate between 4 and 5.5 percent,
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Table 6 - Social indicators for Ghana and the Ivory Coast

1960 . 1970
Ivory | Ivory
Ghana Coast Ghana Coast

- Infant mortality rate? b‘ 156 - - 140
- Life expectancy at birth - 35 46 42
~ Urban population® - 23.0| 22.0] 32.0{ 28.0
- Percent of Labour force in:

~ agriculture 58.01 86.0 54.0 78.0

- industry 15.0d 2.0 "4 5‘0e
- Percent unemployed 6.0 - 6.0 9.0
- Percent of national income

received by:

- lowest 20 Z% - 7.0 - 4.0

~ highest 5 Z - | 29.0 - 30.0
- Population per physician 21360 § 22000 12950 | 12140
~ Population per hospital bed - 570 } 760 680
- Per capita calorie supplyf 95.0{ 94.0 96.0 | 108.0
- Adjusted school enrollment ratio

-~ primary 59.0 | 46.0 89.0 .0

- secondary 2.0 2.0, 5.0 11.0
- Years of schooling provided® 15.0 1 13.0 15.0 13.0
~ Vocational enrollment as

% of sec. school enrollment 13.01 13.0 23.0 7.0

- Adult literacy rate - 9.0 - 20.0
~ Radio receivers per 1000 popul. 17.0| 17.0 78.0 17.0
- Passenger cars per 1000 pogul. - 3.0 3.0 4.0 11.0
~ Electric power consumﬁtion 55.0{ 21.0} 324,0 | 120.0
f~ Newsprint consumption F 0.6 0.1 0.4 0.2

% Per thousand live birth. - b Years. - ¢ % of total. - d Registered
unemployed. - € National and World Bank estimates. - £ %Z of requirements.-
8 KWh per capita. - b oper capita kg per year.

Source: World Bank, Worlid Tables 1976.



taking into account, that the international prices for cocoa showed a

rising trend.

On account of the modest investment program, the plan has been characterized
as a development program without investment after a period of investments
without development. It was in fact the outcome of a simple reaccomodation
of the old seven year plan of the Nkrumah period while the government is
attempting to introduce in the future the annual development budget as the

major instrument of its policy.

15. According to the Chenery and Strout model (table 3), Ghana indeed
performed much better in the post Nkrumah period, meeting the conditions

for self-sustained growth. Here the improved cocoa prices played a major

role (the prices increased by almost 2,5 times between 1966 and 1970), but

the benefit for the economy was limited, since the greater part of the foreign
exchange receipts were absorbed by the debt service. On the other hand, the
higher cocoa prices contributed to a rapidly growing aggregate demand, that
without adequate surcharges, led to a rising demand for imports.By mid-1970
this brought the import-liberalization program to fail and induced a devaluat-
ion in 1971, which produced such an adverse shock to the economy, that the
government was replaced by the military. The first measures of the new
government were to revalue the currency and to introduce once again a strict

import licensing systeml;

Some indicators of economic succes and effort

16. In the following pages it is intended to show by means of some indicators
to what extent Ghana and the Ivory Coast have succeeded in securing a
sustained rate of economic development based on their own efforts, that is to
say, which has been the efficiency of both countries in mobilysing internal
resources for development. Therefore, we need on the one side measures of

success and on the other side measures related to effort.
17. As indicators of success we find in table 7 some measures that show how
different the experiences of Ghana and the Ivory Coast have been.

In terms of growth, the Ivory Coast has been very successful, while Ghana can

show only modest rates, that in per capita terms have not been able to keep

1 . .
J. Clark Leith, op. cit., p. 161-162 and chapter VI.
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Table 7 - Indicators of success (yearly average growth rates,

in percentages)

1960-65 1965-70

Ivory Ivory

Ghana Coast Ghana Coast

Growth of GDP® 3.1 7.7 2.3 7.5

Growth of GDP/capita® } 054 4.1} - 0.3 4.0
Growth of private a '

consumption/capita 1.7 4 3.3 - 1.1° 2.7

Growth of exportsb O,SIf 12.6 15.8 15.5

?atio of saving to GDP 10. 4 15.9 9.1 16.4

a b .
1965=100. - = Current prices. )

Source: Calculated from World Bank, World Tables 1976.

the real level of income, while the Ivory Coast can show in per capita terms
also impressive figures. The private consumption per capita of Ghana kept
rising in the 1960-65 period at higher rates than per capita income, thus
being greatly responsible for the poor savings performance. The decline in
per capita income in the period 1965-70 is directly responsible for the
decline in private consumption per capita but had also an adverse effect on
the savings capacity, which fell even below the level of 1960-65. In the case
of the Ivory Coast the growth of private consumption per capita kept below
the growth rate of per capita income, thus contributing to a good savings
performance that even improved in the period 1965-70 as the growth rate of
private consumption decelerated. And finally, we have a difference in the rate
of growth of-exports between Ghana and the Ivory Coast in the period 1965-70
in contrast to almost identical rates in the period 1965-70. This result was
greatly influenced by the movement in the international prices for the most
important export products,especially cocoa, as well as by the structure of

the export supply in each country.



1. Since the export sector can be termed as having been the engine of growth
in the Ivory Coast and an impottant constraint factor in Ghana, it is worth
analysing it in more detail.

For this purpose a constant market share analysis was made to see how the
actual export growtn of the two countries performed in relation to a hypothe-
tical growth which turns out of the concomitant interaction of three effects:
the overall increase in total world trade, the commodity composition of
world trade and the regional distribution of world trade. Therefore, if the
exports grew at a different rate than total world exports, this can be due

to tihe concentration on commodities for which the world dewmand was growing
slower/faster than the worlu average (for all commodities) or due to a
proportionately hnigher/smaller concentration on markets tiat are relatively
stagnant in relation to the world average. The resulting difference is
attributed to a higher/smaller competitiveness of the countries concerned

as compared with the other exporting countries. A lack of competitiveness

is then considered as the reflection of internal supply problems of the
countries analysed.

The formula that allows us to make a decomposition of the past export growth
of a country into the components just mentioned is the followingl:

i i.

£,.@ _ (), _ = D O O
a7 -k Ty = xF kg F ) ag Ei:ij(rij T ATt

EZ @ x(D)
= Z (Y - g ox

] 1] 1)
where
i = Export earnings of commodity i to the market j
A. = Xi. = Jotal value of exports of commodity 1 to the world,
' in value terms
r = percentage increase in the world trade in aggregate from time (1)
to time (2}, refered to world's earnings from exports
r. = percentage increase in the world trade for commodity i from
time (1) to time (2)
rij = percentage increase in the world export of commodity i to the

market j from time (1) to time (2)

The model was first used by k. Tyszynski, "World trade in manufacturéd
commoaities, 1395-1950"', in: The Manchester School of Economic and Social
Studies, Vol. XIX, Manchester, 1951, pp. 272 squ.
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of change in exports (in 1000 US-§)

0O OB e WK

9386. 5}

0-9 O+1 244 3 5 7 6+3

1 Export 1962 281186 204185 74275 - - - 2556
2 Exports 1966 237627 167432 66964 133.3] 579 - 1014
3 Export increase 43559] - 36753.0 { - 7311.0 1333.0f 579 - |- 1542.0
4 Hypothetical

exp.increase 68402.0 19757.2 - - - 1283.1
5 Net difference: -105155.0 { -27068.2 1333.0] 579.0 - |- 2825.1
a commodity comp.

effect - 21031.1§~-12775.3 - - - 163.6
b market dist.eff. 15582.86 | - 2765.1 - : - - |- 220.2
c competitiveness eff. - 99706.7 | -11527.§ 1333.0f 579.0 - ]-.2768.5
1 Exports 1966 237627 167432 66964 1333 579 - 1014
2 Exports 1970 425850 330731 60772 654 | 394 236 32542
3 Export increase 1862331 163299.0{ - 6192.0} - 679.01-185.01 236.0} 31528.0
4 Hypothetical

exp.increase 44202.0 17745.5 691.8] 344.5 - 591.2
5 Net difference: 119097.0 | -23637.5} -1370.8{~525,51 236.0| 30936.8
a commodity comp.

effect - 32516.7 | -17812.4} - 16.0f 37.1. - 52.7
b market dist.eff. 14836.1 6419.6 118.5(- 78.7 - - 107.8
¢ competitiveness eff. 137077.6 | —12544.7| -1473.3] -487.9 236.0] 30991.8
1 Exports 1962 281186 204185 74275 - - - 2556
2 Exports 1970 425850 330731 § 60772 654 394 236 32542
3 Export increase 144664.0] 126546.0] ~13503.0 654.0] 394.0| 236.0] 29986.0
4 Hyp.exp.increase 1406863.5 44713.6 - - - 3522.2
5 Net difference; 14137.5| -58216.6 654.0] 394.0 236.0| 26463.8
a commod.comp.eff. -104746.9 1 -44565.0 - - - 449.9
b market dist.eff. 46431,0 10436.8 - - - - 821.8
¢ competitiveness eff. 44178.4 | —24088.4 654.0Gf 394.01 236.0f 26835.7

Exports 1970 425850.0, 330731.0} 60772.0 654.0{ 394.0| 236.0f 32542.0

Exports 1974 638748.0f 474043.0( 111849.0| 12352.0[ 841.0| 575.0f 38390.0

Export increase 212898.0] 143312.0} 51077.0| 11698.0{ 447.0{ 339.0f 5848.0

Hyp.exp.increase 585063.1| 107505.7 1156.9] 697.0{ 417.5] 57566.8

Net difference: -441751.1 ] —-56428.7{ 10541.1 -250.0 = 78.54~51718.8

comm, comp.effect -166027.0{ -42844.3 2064.70 54.81 -111.4{-13602.6

market dist.eff. 25658.1 11502.1] - 910,14~ 27,2} - 43.0f =-983.7

competitiveness eff. -301382.2} -25086.5 -277.6 75.9{-37132.5

and Monthly Bulletin of Statistics.

Source: Computed on basis of data available from UN Commodity Trade Statistics
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Table 9 - Ivory Coast: .Constant market - share analysis of the

sources of change in export (in 1000 US-§)

0-9

0+1 2+4 3 7 6+8

1 Exports 1562 182461.0 136709.0 41730.0 - 125.0 489.0 3278.0
2 Exports 1566 310537.0 206677.0 90461.0 - 1404.0¢ 2336.0 9618.0
3 Export increase 126076.0 69963.0 48731.0 - 1276.0| 1847.0] 6340.0
4 Hypothetical :

exp. lncrease 45795.0 11100.0 - 76.2 271.4 1645.0
5 Net difference: 24173.0 37631.0 - 1197.8] 1575.6 ) 4694.4
a Commodity comp.

effect -14051.0| - 7177.6 - 22.8 57.2 209.38
b market dist. eff. 12113.0 5604.8 - 11.9 25.8 173.3
¢ competitiveness

effect 26141.0 35203.8 - 1163.1f 1459.6 4306.3
1 Exports 1966 310537.0( 206677.0 90461.0 - 1404.0| 2336.0 9616.0
2 Exports 1970 468500.0} 310003.0} 125825.0) 2904.0{ 3025.0f 5022.0 } 22015.0
3 Export iné¢rease 155263} 103326.0 35367.0| 2904.0| 1621.0] 2636.0 | 12397.0
4 Hyp.ex. increase 54562.7 23972.2 ~ &§35.4] 1710.0] 5607.3
5 Net difference: 45763.3 11384.8 | 2904.0 755.6 976.0 6789.7
a commodity comp.

effect _ -40503.7 |~ 24062.6 - 89.9! 469.5 | 500.1
b market dist. effect 46572.2 7175.6 - -191.7] - 621.5 | ~ 432.1
¢ competitiveness

effect 42699.8 28281.8 | 2904.0 887.4{ 1128.0 6721.7
1 Exports 1962 162461.0| 136709.0 41730.0 - 126.0 489.0 3278.0
2 Exports 1970 468600.07 310003.0] 12582&.01 2904.0} 3025.0{ 5022.0 | 22015.0
3 Export increase 236339.0}] 173294.0 84096.0] 2904.0] 2597.0] 4533.0} 15737.0
4 Hypothetical

exp. lncrease 94192.5 25121.5 - 200.0 627.9 4517.1
5 Het difference: 79101.5] 58976.5{ 2904.0| 2696.2| 3705.1 | 14219.9
a commodity '
. comp.. effect ~70131.7{ -25038.0 - 47.0 240.1 576.9
b market dist.

effect 63425.6 12146.6 - 36.4 {- 79.3 325.5
¢ competitiveness

effect 855607.6 71867.9 1 2904.0] 2612.8] 3544.3 j 13317.5

Source: Computed on basis of data available from UN, Commodity Trade Statistics
and Monthly Bulletin of Statistics.




19. The export growth of Ghana and the Ivory Coast was analysed for the
following periods: 196266, 1966-70, 1962-70 and 1970-74 in the case of Ghana.
The results can be seen in tables § and 9 respectively. It is interesting to
note, that while Iwvory Coast shows a high competitiveness effect in all export
commodities for the periods chosen, CThana can only show substantial positive
competitiveness effects in the period 1966~70, where in the catégdty'0¥l the
enormous increase in cocoa prices and in the category 6+8 the aluminium
exports of the VALCO company that started production in that period are

mainly responsble.

For both countries, due to the main export orientation toward the European
markets, which belonged to the most dynamic of the world, especially the EEC,
it was possible to counterbalance in part the negative effect of the commodity
composition of exports, which still concentrates on primary products. And due
to a higher export diversification in Ivory Coast, compared to Ghana, the
negative commodity composition effect remained also smaller. Both countries,
compared to the exports of the group of all LDC's in the period 1962-70,
performed highly above average in primary goods as well as in manufactured

exports (table 10). For Ghana, this is a surprising result.

The analysis in the period 1970-74 does not allow to draw valid conclusions
for Ghana, since the world exports were highly influenced by the oil price
increase, which more than doubled the participation of the SITC 3 category

in total world trade, from 9.1 percent in 1970 to 19.5 percent in 1974.

20. Comparing the performance of the export sectors in both countries we can
see, that the Ivory Coast was far more successful in diversifying the export
structure than Ghana. The Gini/Hirshman concentration indexl based on the
three digit SITC trade classification shows the following figures for the
Ivory Coast: 53.1 (1962), 49.5 (1966) and 46.7 (1970) as compared to 71.8
(1962), 70.2 (1966), 77.2 (1970) and 74.2 (1974) for Ghana. Further, while

sox, 2 ,
a£§'6;l) x 100, where X, = exports of commodity i according

I Gini/Hirshman,

to the three digit SITC trade classification and x. = total exports.
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Table 10 - Constant market share analysis of the sourcesof change

in LDC? export of primary products and manufactures
1962-70, in mill. US-$

Primary éxports Manufactured exports
LDCs Ghana Lvory LDCs Ghana Lvory
Coast Coast
Bxport increase 16802.0{ 113.7]| 260.3 8359.0| 30.6 26.2
Hypothetical _
exXport increase 17625.2} 185.4] 119.3 6631.3 3.5 5.5
Net difference - 823.2|- 71.7] 141.0 1557.71 27.1 20.7
Commodity
comp. effect 1103, 1]{~149.3{- 95.2 |~ 455.9 0.4 0.9
Market dist. .
effect 570.11 56.9 75.6 |- 210.2| - 0.8 0.3
Competitiveness
effect - 2501.4 20.71 160.6 2223.81 27.5 19.5

? Countries covered by class II of the UNCTAD classification of
countries.

Source: For LDCs, R. Banerji, The performance of less developed countries:
a constant market share analysis, in: Weltwirtschaftliches Archiv,
Band 110, Heft 3, 1974, p. 460 and for Ghana and Ivory Coast,
tables 8 and 9 respectively.

the participation of manufactures (SITC 5-8 and 053) in total exports rises
from 3.5 percent in 1962 to 8.8 percent in 1970 for the Ivory Coast, the
comparable figures for Ghana are 1.0 percent and 8.0 percent respectively.
The enormous increase in Ghana is, as mentioned before, almost completely
accopnted for by aluminium exprrts and there are only seven other export
products that show export values of more than 100 000 US-$ in 1970. In the

Ivory Coast, on the contrary, the manufactured exports are quite evenly



- 22 -

distributed among 37 products with export values of more than 100 000 US-§ in
1970, with the exception of plywood and veneers, cotton fabrics and metal

tanks and boxes which show much higher export valuesI

In per capita terms the exports of manufactures of the Ivory Coast grew from
1.67 US-8 in 1962 to 4.52 US-$ in 1966 and to 8.12 US-$ in 1970, while in
Ghana the corresponding figures are 0.41, 0.29, 3.93 and 4.32 US-$ in 1974.
These results are, below a kind of normal pattern calculated by UNCTAD on

the basis of a cross section analysis including 54 developing countries

where the explanatory variables considered were the following: national
availability of arable land per capita, percentage of total population engaged
in manufacturing, annual average per capita foreign aid over the five year
peribd considered (1961-65) expressed in ddlars and two dummy variables
representing membership in the Commonwealth and the EEC preference system
respectivelyz. Nevertheless, the average yearly rates of growth of manufactured
exports are impressive in both countries (more than 20 percent growth per

year).

21. After having presented some indicators of success we turn to the measure-
ment of the efforts these countries made in order to reach their development
goals. Some partial indicators have been developed for this purpose. Although
they are unsatisfaetery for giving a comprehensive picture of the development
effort of individual countries.they give at least a first approach to the

subject.

22. The first indicator tries to measure the share of GDP growth attributable
to the national effort. For this purpose the proportion of gross domestic

capital formation that is financed by national sources is taken and multiplied

It is remarkable, that more than 41 percent of the manufactured exports in 1970
went to the countries of the West-African Monetary Union. The relatively
undervalued currency of Ivory Coast compared to the other memberg of the
Union is most likely to have played an important role in this respect. See
R.Langhammer, '"Die Westafrikanische Wirtschaftsgemeinschaft", in: Afrika-
Forum, Vol. 9, Ko 7/8, July/August 1973,

UNCTAD, "The measurement of development effort", op. cit., p. 47. Due to the
inclusion of other semi-processed primary products like food, drink and
timber products in the category of manufactures (normally SITC 5~8), Ghana
and the Ivory Coast happen to rank above the estimated export of manu-
factures per capita in the year 1966 in the UNCTAD calculation.
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with the overall growth rate of the economy. This so called Kroeller/Hayes
indicator is in Spité of its limitations - it assumes a strong and stable
relationship between investments and growth, equal productivity between
foreign and domestic capital and no influence-of-%oreign capital inflows on
the internal savings rate — a good starting point for the examination of
development performance undér the viewpoint of own efforts. The results

for Ghana and the Ivory Coast (table 11) show that the proportion of the
growth rate sustained by national effort is substantially higher for the
Ivory Coast. It is also interesting to note, that while the ratio of gross
savings to gross domestic capital formation declines over time for the Ivory
Coast, in Ghana a substantial recuperation can be observed. This indicates,
that the rising investment rate of the Ivory Coast has been increasingly
financed by foreign sources, while Ghana, having heavily relied on external
financement during the 1960-65 period and thus accumulated an enormous ex-
ternal debt, was forced to reduce drastically the investment rate in the

years theréafter and relied more on internal savings for this purpose.

23. An additional effort indicator is the relationship between domestic
resources mobilized and GDP. This indicator developed by W.A. Lewisl, states
that to attain self-sustained growth the ratio of domestic resources mobilized
to GDP has to reach the 30 percent level. It is a kind of measure of the
national effort made in increasing investment in men and resources faster

than current consumption. Lewis further suggested, that aid given to an
individual country, whose purpose should be to give a "big push" in the
attainment of self-sustained growth, could be then made subject to a multiple

of the following expression:

l W. A. Lewis, "Richard T. Ely Lecture. A review of economic development",

in: American Economic Review, Vol. 55, No. 2, May 1965.
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Table 11 - Kroeller/Hayes indicator for Ghana and Ivory Coast

Rate of growth Ratio of gross sav-| Kroeller/Hayes
of GDPa ings to GDCF ‘ indicator

chana| o8 | chana | 0o Jonane] H¥
1960 65.6 144.6
1961 3.5 | 9.9 41.2 91.6 1.4 9.1
1962 4.1 1.2 69.2 92.0 2.8 1 1.1
1963 4.3 14.4 57.8 99.3 2.5 14.3
1964 2,2 17.6 74.7 108.7 1.6 19.1
1965 1.4 - 3.1 38.9 79.5 0.5 - 2.5
1966 - 4.3 5.5 53.9 77.2 ~ 2.3 4.2
1967 3.1 3.5 57.4 69.7 1.8 2.4
1968 0.4 15.0 38.0 99.6 0.3 14.9
1969 5.9 4.6 33.6 99.4 4.9 4.6
1970 6.5 9.4 80.2 80.3 5.5 7.5
1971 7.3 6.0 59.1 65.5 4.6 3.9
1972 - 0.5 6.1 - 65.1 - 4.0
1973 - 7.0 - 8§4.5 - 5.9
60-65 3.1 8.0 56.4 94.2 1.7 7.5
65-70 2.4 7.6 72.6 85.2 1.7 6.5

& In 1965 prices.

Sources: @uwn calculation based on World Bank, World Tables 1976.
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where R = domestic resources mobilized, equal to gross investments (less
foreign aid) plus current government expenditures (minus defence and welfare

transfers) and subscripts refer to years.

Table 12 - Ratios of domestic resources mobilized to GDP:

Ghana and Ivory Coast

1960/61 1967/68 | 1971/72
Ghana 31,2 ‘ 24.2 22.0
Ivory Coast ' - 31.6 36.2°

Sourcef Own calculations based on World Bank, World Tables 1976.

According to table 12 in both countries the ratio exceeded the 30 percent
target, Ghana experiencing a decline in the post Nkfumah period. According

to the Lewis criterion it would be suggested paradoxically to withhold aid
from the Ivory Coast on account that a further mobilization of domestic
resources seems unnecessary. Ghana, on the other side, should be granted aid
in order to regain the 30 percent level, but its indebtness capacity may put
limits to additional foreign lerding. Both conclusions are highly questionable.
Therefore, the use of this criterion as a measure for the efficient employment
of available resources seems to lack significance and further refinements

should become necessary.

24, Finally there is another indicator of development effort, which points

at a comparison of actual savings with a measure of maximum potential savings.
. . . . . . .1

In measuring potential savings again a criterion suggested by Lewls was used,

! W.A. Lewis, op. cit.
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whereby per capita consumption should not be permitted to increase by more

than 60 percent of the increase in per capita income.

The calculations (table 13) indicate, that for both countries, Ghana and
the Ivory Coast, consumption per capita increased above this rate, taking

the year 1960 as a base.

Table 13 - Actual and maximum potential savings: Ghana and Ivory Coast

Maximum potential savings ra-

tio (with 1960 base): SX/GDP Actual savings ratio: S/GDP

1960} 1965|1966} 1970, 1971] 1973 1960{1965| 1966 1970|1971} 1973

Ghana ' - 126.0{27.4} - 35.41 - 16.01 7.0{ 6.9 - 8.3t -

Ivory Coast - 129.6130.7:37.6) - 139.0121.0{15.1/15.1i17.7] - ;16.4

Note: S*/GDP = maximum potential savings ratio defined in terms of the
60 percent consumption norm and S-/GDP = actual savings ratio.

Source: Own calculations based on World Bank, World Tables 1976.

This performance can be regarded as good or bad depending on what is
emphasized, the growth of consumption for either welfare or economic reasons
or the increase of savings, which for the purpose of attaining self-sustained
growth seems to be more important. By the last of these standards Ivory

Coast performed far better than Ghana. On the other hand, if consumption is
considered to provide incentives that serve to stimulate growth, this has
certainly not been the case in Ghana, as well as additional savings may have
hardly been able to bring important additional growth impulses in the case

of Ivory Coast. For these reasons the potential savings indicator is often

considered as an indicator of development success rather than of effort.



_27..

Present problems and future prospects for Ghana.and Ivory Coast

25. 1f development can be considered as a process of constant transformation
of economic and social structures, the only way to sustain it is through
continued growth, development being a long term and growth a medium term
phenomenon. Continued growth implies, on the other side, that important
structural changes do take place. Therefore, the criterion for assessing a

development process should be the permanence of growth over the long terml.

26. Taking this criterion as base for considering the development prospects

of the two countries analysed, the Ivory Coast performs very well, having
secured a continued and strong growth process along the time, accompanied

by important structural changes. Since this growth process has been mainly
achieved through the expansion of agricultural export production, further
growth of this sector can be achieved by diversifying the production structure
and by incorporating new land to the production process, in order to secure

an external equilibrium and sufficient financing.

In fact, new land in the western regions have been increasingly incorporated
into production, a new harbour has been built in that region (San Pedro) to
serve as a counterbalance to Abidjan, and new products have been sucessfully
promoted. By this way Ivory Coast has become the most important coffee producer
in Africa, ranking third in the world after Brazil and Colombia, the second
largest producer of cocoa after having overtaken Nigeria and at its present
rate of expansion, with chances to overtake Ghana in the medium term and,
according to the massive plantation program of oil palm it is expected to
become by 1980 the world's largest producer of palm oilz. Also the production
of pineapples, bananas, coconuts, rubber, avocados and other fresh fruits have

played a very important role.

] M. Penouil, op. cit., p. 326.
This massive plantation program has been often criticized as being too
capital intensive, thus not contributing to create sufficient employment
opportunity as could be the case by an alternative use of the capital
invested.
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With respect to self-sufficiency in crops for internal consumption big
successes have been achieved in rice, where noV¥ exportable surpluses are
available, and sugar, where important production increases are on the way.
Finally, as the development effort based on the agricultural sector does not
give an adequate growth participation to those regions which are less favoured
by their agricuLtural potentialities, cotton production has been successfully
promoted in the northern region, so that now Ivory Coast is the second largest
cotton exporter among the Sahelian states after Chad. And this expansion of
agricultural production is likely to continue as important infrastructural
investments are taking place, which also aim at a diminution of the develop-

ment differences between south and north and south-west.

27. In order to reduce dependence on agricultural export products industriali-
zation based on comparative advantages has been increasingly promoted.
Especially the industries which use the advantages of low labour costs and

the availability of national raw materials, like textiles and clothing, have
ekpanded dramatically in the last years, contributing in an increasing way

to diversify the export structure.

But in spite of this promising development the problem of a relatively high
unemployment rate resulting from a strong rural-urban migration has net been
solved adeQuatelyl. And since in the last years large scale manufacturing
which uses more capital-intensive technique has been increasingly promoted,
the labour absorption capability may not have improved, despite the relatively
labour intensiveness of the branches promotedz. Therefore, a more fruitful approch
to solve the unemployment problem would be to develop suitable intermediate
techniques and promote effectively small- and medium-size firms rather than

large scale industrial establishments.

] . . . . . . .
The massive inflow of migrant workers from neighbouring countries in response

to better economic opportunities, especially from Upper Volta, has contributed
importantly to high unemployment rates. They compete for working places with
the Ivorians, thus keeping the salaries down. The migrant workers constituted
in the year 1970 more than 56 percent of all wage and salaries earners; in
Abidjan this figure was "only" 35 percent. See H. Joshi, H. Lugbell and
J. Moyly, "Abidjan. Urban development and employment in the Ivory Coast",
ILO, Geneva, 1976. :
A recent study on multinational firms in Brazil has showed, that in the choice
of production techniques scale differentials are more important than cost of
labour and the behavioral elasticity of substitution between labour and
capital in most manufacturing happens to be small. S. A. Morley and G.W.Smith,
"The choice of technology: multinational firms in Brazil", in Economic -

- Development and Gultural Change, Vol. 25, No. 2, January 1977.
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Further, the ambitious targets of the development plan 1975-80 call for
higher and higher investments to sustain the growth rate of past years.
This will imply, that increased foreign borrowing will become necessary
as internal sources of financement have not been growing correspondingly.
Since the Ivory Coast has reached an income level per head that is much
higher than in most African countries it is not likely that cheap credits
and grants will be available in the quantities received until now and
external borrowing will become more expensive. But as the debt servicing
lies still below the 10 percent mark of yearly exports and the economy
can be considered as having a sustained growth base, the necessary funds to
finance the projected development program will probably be raised without

any difficulty.

28. The prospects for the economy of Ghana are not so promising. Ghana has

not yet been able to achieve a sustained high growth rate to permit substantigl
increases in per capita income nor has the savingsrate been sufficiently

high to enable a process of self-sustained growth since consumption rose
rapidly, thus contributing to persistent price increases. And this situation
has not changed after five years since General Acheampong assumed power in

order to put order into the economy.

29. The pfesent difficulties are officially explained by the consequences

of the rise in o0il prices, lack of foreign investments and two seasons of

bad harvest. But one of the key economic difficulties lies in the overvalued
exchange rate that obliges to keep restraining imports, thus feeding internal
inflation]. For the same reason the promotion of non traditional exports,
especially manufactures, has been practically impossible. But it seems to

be politically unfeasable for the present government to change this situation,
for one of the main arguments for assuming power in 1972 was the devaluation

of the currency by nearly 50 percent undertaken by the Busia-administration.

l'A'sudden devaluation by a large amount will also have negative effects
on the internal prices. Therefore a system of planned devaluations by
small amounts, known as 'trotting peg', is most likely to bring the best
results. See J.B. Donges, "Brazil's trotting peg. A new approach to greater
exchange rate flexibility in less developed countries", Washington, D.C.,
1971.
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Therefore, the industrialization process of Ghana based on import substitution
has slipped from the easy stage into the difficult stage and was unable to
step to the export diversification stage. The exchange rate structure is thus
systematically biased against industrial exports, making them unprofitable.

This is what has been called the '""inefficiency illusion"l.

Further, the so called operations "feed yourself', to achieve selfsufficiency
in agriculture and "feed your industry", aimed at producing the necessary

raw materials for industrial processing have been loosing impetus and have
also suffered from bad weather. Additionally the most important agricultural
products, cocoa and timber, are increasingly facing competition from the
Ivory Coast. And lastly, the mismanagement of the import licensing system,
together with the overvalued exchange rate have been feeding corruptioh and
smuggling. The relatively cheap imports of raw materials for industry and
final goods expressed in national currency as well as internally produced

agricultural goods are attracted towards neighbouring countries, where higﬁer
2

prices in convertible currencies can be achieved

30. It can then finally be said, that while Ivory Coast by choosing a model

of an open economy based on comparative advantages has been able to attain
high growth rates and self-sustaining growth3 at the price of a relatively
high foreign dependency, Ghana by choosing a model of forced industrialization
with the target of lessening foreign dependency, has payed the price of not
being able to show comparably good economic results, whereby mismanagement,
lack of sound economic projects and political instability may have played

an important role.

D. Schydlowsky, "Latin American Trade Policies in the 1970's: a prospective

appraisal”, in: Quarterly Journal of Economics, Vol. 36, No. 2, May 1972

and ——, "Price and Scale Obstacles to Export Expansion in LDC's" Proceedings

of the Rehovot Conference on Economic Growth in Developing Countries,

September 1973, » v

A. Kupar, "Smuggling in Ghana: its magnitude and economic effects', in:

3 The Nigerian Journal of Economic and Social Studies, Vol. 15, No. 2, July 1973.
Ivory Coast is not the only example of success by choosing the atove
mentioned development strategy and numercus other prominent cases can be
enumerated, like Taiwan, South Corea, Singapore, Spain, Colombia, etc.




Kieler Arbeitspapiere - (Kiel Working Papers):

].

10.

11.

12,

15,

16.

M. Girgis, Labor Absorptive Capacity of Export Expansion and Import
Substitution in Egypt, 1954 to 1970. Kiel, July 1973, 32 pp.

. AD, Neu, Adjustment in the Textile and Clothing Industry. The Case

of West Germany. Kiel, November 1973, 32 pp.

W. Koschorreck, Antidumpingrecht im Bereich der Bundesrepublik
Deutschland. Kiel, November 1973, 26 S.

H.R. Krédmer, The Changing Principles of International Trade Policy.
Kiel, November 1973, 17 pp.

S. Heldt, Exportfdrderung in Lateinamerika, insbesondere in den Anden-
ldndern. Eine Bestandsaufnahme. Kiel, November 1973, 31 S.

U. Hiemenz and K. v. Rabenau, Effective Protection of West German

. Industry. Kiel, December 1973, 47 pp.

W. Koschorreck, Die paratarifiren Handelshemmmisse bei Einfuhr in
die Bundesrepublik. Kiel, Dezember 1973, 24 S.

H. R. Krdmer, ‘Technische Hemmnisse’ bei Einfuhren in die Bundes-
republik Deutschland. Gesundheitsschutzbestimmungen, Sicherheits-
vorschriften, Normen und MaBnahmen zum Schutz der Umwelt. Kiel,
Dezember 1973, 44 S.

R.J. Langhammer, Der Integrationsprozef in Zentralafrika.
Kiel, Dezember 1973, 31 S.

J.B. Donges, The Economic Integration of Spain with the E.E.C. =~
Problems and FProspects. Kiel, December 1973, 28 pp.

W. Koschorreck, Nichttarifire Handelshemmnisse durch Primien,
Subventionen und Ausgleichszdlle, Kiel, Januar 1974, 32 S,

R.J. Langhammer, Common Industrialization Policy in Small Integration
Schemes. The Central African Approach. Kiel, February 1974, 34 pp.

K.Bieda, Export Performance and Potential of Singapore. Kiel,
March 1974, 78 pp.

. G.Fels, Assistance to Industry in West Germany. Kiel, March 1974,

42 pp.

H.R. Krimer, Nichttarifire Handelsschranken im 6ffentlichen Auftrags—
wesen der Bundesrepublik Deutschland. Kiel, Mirz 1974, 48 S.

A.D.Neu, Okonomische Implikationen einer Reform des Stfafvollzuges.
Kiel, April 1974, 27 S.



17.

18.

]9.

20.

21.

22.

23.

25.

26.

27.

28.

29.

30.

31.

S. Heldt, Die zentralamerikanische Integrationsbewegung, ein Erfolg?
Kiel, Mai 1974, 40 S.

R.J. Langhammer, Probleme und Perspektiven von Gemeinschaftsunter-
nehmen im Rahmen einer regionalen Integration von ‘'least developed
countries'. Kiel, Mai 1974, 29 S.

S. Heldt, Zur Messung von Integrationseffekten im zentralamerikani-
schen gemeinsamen Markt. Kiel, Juni 1974. 40 S.

J. Riedel, Factor Proportions, Linkage and the Open Development
Economy. Kiel, Juiy 1974. 20 pp.

H.R. Krdmer, The Principle of Non-Discrimination in International
Commercial Poliey. Kiel, July 1974. 68 pp.

R. Pomfret, Israeli Policies Towards Manufactured Goods.
Kiel, August 1974. 70 pp.

F. Weiss, F. Wolter, Machinery in the United States, Sweden, and
Germany — An Assessment of Changes in Comparative Advantage.
Kiel, September 1974. 56 pp.

J. B. Donges, R. Banerji, The Domestic Resource Cost Concept - Theory
and an Empirical Application to the Case of Spain -. Kiel, Novem-
ber 1974. 3% pp.

H. Vbgele, Die Entwicklung der Wirtschaftsstruktur und des Arbeits~
pldtzeangebots in den Lindern der Bundesrepublik Deutschland bis
1985, Kiel, Januar 1975. 78 S.

C.R. Chittle,The Industrialization of Jugoslavia under the Worker's
Self-Management System: Institutional Change and Rapid Growth.
Kiel, January 1975. 71 pp.

R.W.T. Pomfret, Export Policies and Performance in Israel.
Kiel, February 1975. 88 pp.

C.R. Chittle, Yugoslavia under the Worker's Self-Management System:
Growth and Structural Change in the External Sector. Kiel, March
1975. 59 pp.

F. Wolter, Engineering Exports of Less Developed Countries. Kiel,
March 1975. 50 pp.

R, Vaubel, Neglected Aspects of the Parallel-Currency Approach to
European Monetary Unification. Kiel, March 1975, 66 pp.

J.P. Wogart, Import Substitution and Export Diversification in
Colombia. Kiel, April 1975. 83 pp.



32,

33.

34.

35.

36.

37.

38.

39.

40.

41,

42,

43.

44,

45,

R.J. Langhammer, "Ungleich” verteilte Kosten und Nutzen aus der
regionalen Integration zwischen Entwicklungslindern. Erscheinungsbild
und Bewdltigungsversuche dargestellt am Beispiel der Zentralafrika-
nischen Zoll~- und Wirtschaftsunion (UDEAC). Kiel, April 1975. 38 S.

S. Heldt, Gemeinschaftliche Industrialisierungspolitik als Instrument
des Ausgleichs von Nutzen und Kosten in Integrationsgemeinschaften
zwischen Entwicklungslidndern: Die Erfahrung des Zentralamerikanischen
Gemeinsamen Marktes (CACM). Kiel, Juni 1975. 30 S.

S. Nehring, Zur theoretischen Einordnung impliziter Handelstransfers.
Kiel, September 1975. 71 S.

G.B.S. Mujahid, Export Behaviour of Pakistani Firms - An Evaluation
of Interviews. Kiel, September 1975. 55 pp.

S. Nehring, Theoretisch-empirische Probleme der Berechnung von inter-
nationalen impliziten Transfers. Kiel, September 1975, 36 S.

.S.Heldt, Gemeinschaftliche Regelungen fiir auslidndische Investitionen

im Rahmen des Andenpaktes. Kiel, Oktober 1975, 45 S.

‘U. Hiemenz, K.-W. Schatz, Employment Creation in Less Developed

Countries —~ A Cross Section Analysis. Kiel, December 1975. 47 pp.

R. Vaubel, Real Exchange-Rate Changes in the European Community:
The Empirical Evidence and Its Implications for European Currency
Unification. Kiel, January 1976. 31 pp.

R.Pomfret, Intra—-Industry Trade in Israel: Level, Explanation and
Implications. Kiel, January 1976. 14 pp.

J. Riedel, Tariff Concessions in the Kennedy Round and the Structure
of Protection in West Germany: An Econometric Assessment. Kiel,
March 1976. 14 pp.

S. Heldt, Forderung der internationalen Arbeitsteilung mittels
regionaler Zusammenschliisse? Das Beispiel des CACM. Kiel, April 1976.
21 S.

J. Roth, Internationale Konjunkturiibertragungen und nationale Stabili-
sierungspolitiken bei flexiblen Wechselkursen - Ein Zwei-Ldnder-
Totalmodell. Kiel, April 1976. 32 S.

R. Dick, Maschinenbau unter Wettbewerbsdruck aus Entwicklungslidndern?
- Ergebnisse einer Befragung westdeutscher Maschinenbauunternehmen.
Kiel, Mai 1976, 37 S.

J.B. Donges, Zur Neuordnung des Rohstoffhandels zwischen Entwicklungs-~
und Industrielindern. Kiel, Mai 1976. 38 S.



46.

47,

48,

49,

50.

51.

52.

53.

54.

55.

56.

57.

H. Lehment, Die kompensatorische Finanzierung von Exporterlds-—
schwankungen - Eine Kritik bestehender Systeme. Kiel, Juni 1976, 11 S,

S. Nehring, Einige Ralmeniiberlegungen zum internationalen Ressourcen-
transfer - Dargestellt an Thesen zum 'integrierten Rohstoffprogramm',
Kiel, Juli 1976, 15 S.

S. Nehring, R. Soltwedel, Probleme der Beschidftigungspolitik. Kiel,
Juli 1976. 30 S.

J.B. Donges, J. Riedel, The Expansion of Manufactured Exports in
Developing Countries: An Empirical Assessment of Supply and Demand
Issues., Kiel, June 1976. 58 pp.

R. Banerji, Technology, Economies of Scale and Average Size of
Industrial Plants: Some Further Cross-Country Evidence. Kiel,
July 1976. 29 pp.

R. Pomfret, The Consequences of Free Trade in Manufactures between
Israel and the EEC. Kiel, July 1976. 111 pp.

J.P. Agarwal, Reflections on Foreign Investment in Natural
Resources of Developing Countries. Kiel, August 1976. 25 pp.

F. Wdlter, Factor Proportions, Technology and West German Industry's
International Trade Patterns - Worldwide and Regional. Kiel,
September 1976. 39 pp.

R.J. Langhammer, Estimating the Stock of Foreign Direct Investments
in the Manufacturing Sector of Francophone Subsaharian African
Countries, 1963-1975. Kiel, February 1977 .23 pp.

H.R.Krdmer, Europidische Institutionen. Ein Uberblick.
Kiel, Februar 1977. 20 S.

H.H. Glismann, R. Rodemer, Bufferstocks als Mittel zur Stabilisierung
konjunkturbedingter Preisschwankungen auf den Weltrohstoffmidrkten.
Kiel, Mirz 1977, 20 S.

S. Heldt, Towards the attainment of self-sustaining growth:
Ghana and the Ivory Coast. Kiel, April 1977, 30 S.



