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Chapter 1
INTRODUCTION

1.1 BACKGROUND

| The Republic of Ghana, shares common frontiers with the West African States of Togo, La Cote d'lvoire and
Burkina Faso. The country has an area of 250,000 km? much of which drains Into the Volta River/Ghana has
large areas of fertile land, significant deposits of minerals, precious metals, gemstones and forestry resources.
The population Is about 15 million. It is diverse in culture, language and religion. Ghana became an
independent country in 1957 and was declared a republic in 1960. It Is currently governed by the Provisional
National Defence Council (PNDC) under the chairmanship of Fit Lt J.J. Rawlings.

Accra Is the national capital city of Ghana and is located on the coast 80 km west of the Volta River (Figure
1.1). It became the capital in 1877, when the colonial centre of administration was moved from Cape Coast.
Colonial settlement, however, dates back to the early 16th century. Accra is the principal centre of trade,
business, communications and administration g\ the country. The metropolitan area, which includes Tema,
and Ga district covers approximately 1520 km* of the coastal plain with a population currently estimated at
1.7 z;nillion and by the year 2000 it is expected to exceed 2.5 million. The urbanized area s approximately 420

km , o

The first plan of Accra was prepared in 1944, although colonial surveyors ensured a spacious residential
environment - except in the indigenous areas. New plans were prepared in 1958 and 1961. These plans
provided for a spacious city, with well defined roads and servicestoa standard in keeping with the expectations
of the nation at that time. The plans did not anticipate the rapid increase in population which has over taxed
the city's old and poorly maintained infrastructure; and the long period of economic decline and political
instability from the late 1960s to early 1980s, have severely ercded public services resulting in housing
shortages, Inadequate educational and medical facilities, and low investor’s confidence and limited supply of
capital for investment.

( In 1985, the Government of Ghana recognized the need to improve the overall management and coordination
of development in Accra. Steps were taken in the first Structural Adjustment Programme to address some of
the more serious problems facing the city by executing selective priority Infrastructure improvement works
and to improve the administrative and revenue collection capacity of the Accra Metropolitan Assembly (AMA).
But Government also recognized the need for more effective long-term planning, coordination, and efficient
use of resources for development. With assistance from the United Nations Development Programme (UNDP)
and UNCHS (Habitat), the Ministry of Local Government set up the Accra Planning and Development
Programme to prepare a strategic plan, a development programme, and a management strategy for the
metropolitan area.

1.2 NEED FOR A STRATEGIC PLAN

The 1958 master plan provided a sound physical framework for the development of Accra until 1980. Thirty
years on, however, many of the proposals contained in that plan have not been implemented. Meanwhile
urban development has spread well beyond the boundaries of the plan and much of it is unplanned and
without adequate engineering or soclal services. Even now, most new developments are taking place without
consultation among engineering service agencies, private developers, and local government. Long term
planning Is almost non existent.

The need for more effective planning and coordination of development in Accra has been expressed at
numerous fora. However, for planning to be effective, there must be the resources as well as the political
will and the institution to plan and implement specific projects and programmes set out in the plan. The 1958
master plan did not achieve its objectives because the necessary resources and the political will to implement
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it were not there. The plan was neither affordable nor flexible, and orientated primarily to physical develop-
ment. It was a product of the conventional thinking of the time, but its intentions were worthy.

There is now a need for a more flexible and resource-based plan for Accra. Such a plan, referred to as
strategic, has become common throughout the world.! A strategic plan differs from the traditional master plan
in that greater emphasis is placed on economic and soclial planning to generate the resources needed to
finance the essential hard and soft infrastructural projects outlined in the plan.| Such plans have specific
objectives, policies and strategies for directing urban development and the delivery of essential public
services. A strategic plan also has in-built management systems designed to ensure the plan is reviewed,
monitored and re-evaluated at regular intervals so that adjustments can be made for factors which were
unforseen or arise at the time of implementation.

The preparation of a strategic plan for the Accra metropolitan area is long overdue - given the problems the
city faces with rapid urbanisation, deterioration of the physical infrastructure, and the limited resources
available to accommodate them. If the current uncoordinated system of development and the delivery of
services are allowed to continue unchanged, then the city will continue to rapidly deteriorate, making it
uneconomical to do business in. The strategic plan will provide a vision as well as serve as a guide to the
future of Accra. It will also introduce greater flexibility in planning and development and ensure more efficient
delivery of public services. It will indicate priority action and the resources needed for sustainable economic
development and environmental improvements, providing a basis for rebuilding Investor confidence in the
city to improve the well being of its present and future residents.

1.3 SCOPE OF THE STRATEGIC PLAN

tl;:ne strategic plan will serve as a basis upon which major decisions and actions affecting development and
e delivery of public services in the national capital are made. More specifically it provides the basis for:
e Along-term plan to guide the future physical, social and economic development of the nation's
capital city.

e Improving environmental management of existing urban areas.

e Generating sufficient information for research and public policy on matters which affect urban and
regional development.

e Coordinating development efforts between central government, local government, service agencies,
and the private sector.

~ @ Allocation of resources for urban development, utility and other services according to stated and
mutually agreed priorities.

e Aframework for monitoring, controlling and adjusting programmes in response to changing circumstan-
ces.

1.4 THE PLAN AREA

For planning and administrative purposes the study area of the plan includes Accra Metropolitan Area, Tema
Municipal Assembly, and Ga district. This area is referred to as the GREATER ACCRA METROPOLITAN AREA
(GAMA). Although the study area consists of three distinct administrative, political and statistical areas, their
geographic features, environmental conditions, and cultural and ethnic landscapes are similar.

The planarea is part of Greater Accra Region, and Is thus served by the same public service delivery agencies.
Therg is also a strong, interdependent economic relationship among the three areas, with Accra playing
dominant economic, financial, social, cultural, political, and administrative roles. Tema Is not only a port city,
butalso the centre of Ghana's heavy industrial establishments, while Ga provides some of GAMA's agricultural
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produce, outdoor recreational facilities, small scale industrial activities, and a residential space for the rapidly
increasing population of Accra.

It is recognised that some land outside these districts may need to be included in the final plan boundary for
development within the 20 year life of the plan. The Inclusion of these areas in the plan at this time under the
existing administrative structure may create administrative difficulties and are left out until matters of
metropolitan management are resolved at the highest political level.

{ The first plan of Accra was prepared in 1944. Before then, colonial surveyors ensured a spaclious.

1.5 CONTENTS OF THE PLAN

The strategic plan is contained in five volumes:

Volume 1 (this Volume), Planning Context, is a summary of extensive background studies, research, and
analysis undertaken in the course of the preparation of the strategic plan. These reports are listed at the end
of this volume. It is divided into chapters covering the natural, urban, and rural environments, population,
economy, land, housing, transportation, engineering, and social services, and urban management.

Volume I, Strategies, outlines the goals, objectives, policies, and development strategies of the plan. The
strategies are grouped under the headings of economic development, urban development, transportation,
engineering services, social services, rural development, urban management, and implementation.

Volume lil, Five Year Development Plan, focuses on sectoral objectives, strategies, and programmes and
projects to be undertaken during the first five years (1993-1997) of the plan. It provides information about
projects, including descriptions, costs, executing agencies, durations, and locations.

Volume IV, Annual Action Plan, gives a much more detailed information about sectoral projects that should
be undertaken during the first year (1993) of the Five Year Development Plan.

Volume V, Investment Prospectus, is a guide to investors - both local and foreign - on the available investment
opportunities in the metropolitan area. It covers large numbers of sub-sectoral activities in all the priority
investment areas and the various Incentive packages given by the Government of Ghana to investors.

1.6 ‘DEFINITIONS

1.6.1 ABBREVIATIONS

AESC Architecture and Engineering Services Corporation
APDP Accra Planning and Development Programme
AMA Accra Metropolitan Assembly
ATMA Accra Tema Metropalitan Area (GWSC Definition)
BHC Bank for Housing and Construction
cBD Central Business District
DED District Engineers Department (Tema)
ECG Electricity Corporation of Ghana
ERP Economic Recovery Programme
ECOWAS Economic Community of West African States
FGBS First Ghana Building Society
FYDP Five Year Development Plan (1993 - 1597)
GAMA Greater Accra Metropolitan Area
GAR Greater Accra Region
5
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GES
GDP
GPHA
GREDA
GTB
GWSC
GHA
GIC
GAREO
GARHA
IRBD
JMPB
MLD
MGD
MIST
MTT
MFEP
MOH
MLNR
MLG
MOE
MWH
NGO
NDPC
NEDECO
NTHC
PAMSCAD
PIP
PNDC
PWD
P&T
RLS
SAP
sSIiIC
SHC
sCcC
SSNIT
TCPD
T0C
TSC
TASIT
UNDP
UNEP
UNCHS
VRA
wB
WHO
WMD
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Ghana Education Service
Gross Domestic Product
Ghana Ports and Harbours Authority
Ghana Real Estate Developers Assoclation
Ghana Tourist Board
Ghana Water and Sewerage Corporation
Ghana Highway Authority
Ghana Investment Centre
Greater Accra Regional Education Office
Greater Accra Regional Health Administration
International Bank for Reconstruction and Development
Joint Metropolitan Planning Board
Megalitries per day = 1 million litres
Million gallons per day
Ministry of Industry Science and Technology
Ministry of Trade and Tourism
Ministry of Finance and Economic Planning
Ministry of Health
Ministry of Lands and Natural Resources
Ministry of Local Government
Ministry of Education
Ministry of Works and Housing
Non Governmental Organisation
National Development Planning Commission
Netherlands Engineering Consuitancy
Nationa! Trust Holding Company
Programme of Action to Mitigate Social Cost of Adjustment
Public Investment Programme
Provisional National Defense Counclil
Public Works Department
Post and Telecommunications
Roof Loan Scheme
Structural Adjustment Programme
State Insurance Corporation
State Housing Corporation
State Construction Company
Social Security and National Insurance Trust
Town and Country Planning Department
Tema Development Corporation
Technical Services Centre
Transport and Sanitation Improvement Task Force
United Nations Development Programme
United Nations Environmental Programme
United Nations Centre for Human Settlements
Volta River Authority
World Bank
World Health Organization
Waste Management Department
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TERMS
Cedis

Strategic Plan -

Structure Plan -

Five Year Development Plan -

Investment Prospectus -
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Currency of the Government of Ghana (13US = 376 Cedis December 1991)

refers to the plan which sets out the strategies for development of Greater
Accra Metropolitan Area.

means the plan which set out the proposed physical development
in terms of land use,transportation, services, etc. for Greater
Accra Metropolitan Area.

refers to the plan which sets out all proposed projects and programmes
for the period 1993 - 1998.

is a guide to investors on the available investment opportunities in Greater
Accra Metropolitan Area.
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{ I ' Chapter 2 T
|

[ f—
i THE ENVIRONMENT
|
¥ 2.1 DESCRIPTION OF THE NATURAL ENVIRONMENT F"
| 2.1.1 Geography |

| ~
‘ The Accra metropolitan area lies within the coastal plain of Ghana 80 Km west of the Volta River. The plainis | j
! bounded by the Aplarku and Akwapim Hills which form an escarpment running diagonally north-east from ’
: the coast near Bortianor, 10 Kmwest of Accra. Thetopography of the plain varies from flat to gently undulating

slopes rising to 75 metres near the foothills, with some isclated prominent hills and rock outcrops found in q
several places. The most notable of these are the Shai Hills to the North-east of Accra near Akuse. o

| The Greater Accra Metropolitan Area (GAMA) is drained by several rivers and streams, the largest of which —
is the Densu River which has been dammed at Weija, 10 Km west of Accra. There are 11 drainage basins in | !
the metropolitan area and many of these are flood prone areas especially in the lower reaches and estuaries. -
Flooding is caused mainly from short intensive rains, which are characteristic of the May-July rainy season.

|
| ,
|

The coastline of Accra comprises a series of resistant rock outcrops and platforms and sandy beaches near W

: | the mouth of the lagoons. The coastline is exposed and because of the close proximity of the continental
? | shelf, a strong coastal current and wind action, it s subject to severe erosion. The lagoon systems are relatively —

small and flushing has been impeded by siltation or the construction of embankments which have restricted l
tidal flow. The largest of the Lagoons are Sakumo (Densu delta), Korle (Central Accra) and Sukumo Il west ' !

0ol of Tema.

| i
| 2.1.2 Geology and Soils |

| (a) Geology .
I

The geology of the GAMA consists of Precambrian Dahomeyan schists, granodiorities, granite gneiss and
] amphibolites to late Precambrian Togo series comprising mainly quartzite, phillites, phyllitones and quartz _.
AR} breccias. Other formations found are the palaeozoic Accraian sediments-sandstone, shales and interbedded | .
sandstone-shale with gypsum lenses. P

All units of the Accraian sandstones have major faulting and jointing and are prone to earthquakes. ™
Seismological activity is greatest in the unconsolidated sand and clay deposits around Sakumo, Densu Delta |

1 and Nyanyanu, along the Togo series alluvium boundary and in the area underlain by the Accraian rocks. The
A1 most geological stable areas are found where the underlying rocks are hard Togo quartzites and schists and
| i‘ ) hard Dahomeyan schists and gneiss. F'i

g (b) Soils
s -
The soils in the metropolitan area can be divided into four main groups: drift materials resulting from deposits | i
by wind blown erosion; alluvial and marine motted clays of comparatively recent origin derived from
underlying shales; residual clays and gravels derived from weathered quartzites, gnelss and schist rocks, and
lateritic sandy clay solls derived from weathered Accraian sandstone bedrack formations. In many low lying J
o poorly drained areas pockets of alluvial "black cotton" soils are found. These soils have a heavy organic
g content and expand and contract readily causing major problems with foundations and footings. In some
v areas lateritic soils are strongly acidic and when saturated are prone to attack concrete foundations causing
B honeycombing. Near the foothills there are large areas of coalluvial lateritic gravels and sands. Many of these ﬂ
I ‘ “ deposits are being exploited in an uncontrolled manner for construction material.
‘ ‘
‘ 1
|
i
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Sheet, gully and wind erosion are prevalent in the metropolitan area. Sheet erosion cccurs mainly on the
steeper foothill slopes where the natural vegetation cover has been removed and poor farming practices have
been adopted. Gully erosion occurs along all major drainage channels throughout the meiropolitan area -
especially where there are marked changes in topography. Wind erosion Is confined mainly to coastal and
dune areas where its combined effect with wave action has been severe. The accelerated erosion which has
taken place in all drainage catchments has caused major problems with siltation in low lying areas and
compounded the effect of flooding. The situation is likely to deteriorate further as the urban area expands and
natural vegetation cover Is lost.

Coastal erosion is a serious problem in the metropalitan area. Research indicates that parts of the coastline
are retreating at the rate of 0.5 metres per year. Government has spent in excess of 1 billion cedis in the last
decade to protect parts of the coastline and In most cases these measures will be short term. On coastal
beaches bad landuse practices such as the cutting down of coconut trees, removal of beach sand and
urbanization have accelerated this natural process.

(c) Building Resource Materials

Several sites in the metropolitan area have or are being used for quarry stones, clay, sand, gravel and
ornamental stone. Mallam and Shai Hills were used for winning rock for major construction projects such as
the Weija, Kpong and Akosombo dams and Tema Port. There are several other suitable sites where rock for
construction can be quarried easlly in the Greater Accra Metropolitan Area - especially in the hills west of
Amasaman. The resources of light construction materials such as sand and fine gravels are limited and
sporadically located. Considerable damage has been done to the environment where these material have
been excavated. Most fine gravel and sand will have to be drawn from areas north or east of Accra in future
or alternatively crushed from rock at the quarry sites. Clay deposits are limited and sporadically located.
Laterite deposits for use in road construction and as local building materials are abundant but current
extraction practices are having a destructive effect on the environment.

2.1.3 Climate

Accra lies in the coastal Savannah zone. There are two rainy seasons. The average annual rainfall is about
730 mm which falls primarily during the two rainy seasons. The first begins in May and ends in mid-July. The
second season begins in mid-August and ends in October. Rain usually falls in intensive short storms and
gives rise to local flooding where drainage channels are obstructed.

There is very little variation in temperature throughout the year. The mean monthly temperatures range from
24.7°c in August to 28°c in March with annual average of 26.8°c. As the area is close to the equator, the
daylight hours are practically uniform during the year. Relative humidity Is generally high varying from 65%
in the mid- afternoon to 95% at night.

The predominant wind direction in Accra is from the WSW to WNW sectors. Wind speeds normally range
between 8 to 16 Km/hr. High wind gusts occur with thunder storm activity which pass in squalls along the
coast. The maximum wind speed record in Accra is 107.4 km/hr (58 knots). Strong winds associated with
thunder storm activity often cause damage to property by removing roofing material.

Several areas of Accra experience micro climatic effects. Low profile drainage basins with a north- south
orientation are not as well ventilated as those orientated east west. Air is often trapped in pockets and an
insulation effect gives rise to a local Increase in air temperature of several degrees. This occurs inthe Madina,
Accra New Town, Sports Complex areas. Such areas are also prone to higher pollution levels. Along the

Alkwapim Hills the wind velocity increases and this gives rise to slightly cooler temperatures along the foothill
slopes.

1
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2.1.4 Vegetation

(a) Terrestrial Vegetation

There is evidence to suggest the vegetation of the metropolitan area has been altered in the more recent past
contury by climatic and other factors. Much of the metropolitan area was believed to have been covered by
dense forest of which only a few remnant trees survive. A climatic change combined with the gradient of the
plains and cultivation has imposed vegetatlonal structures similar to those of the southern shale, Sudan and

Guinea Savannas all of which lie north of the Accra plains.

There are three broad vegetation zones in the metropolitan area which comprise shrub land, grassland and
coastal lands. Only the shrub land occurs more commonly in the western outskirts and in the north towards
the Aburi hills. 1t consists of dense clusters of small trees and shrubs which grow to an average height of five
metres. The grasses are a mixture of specles found inthe undergrowth of forests. They are short, and rarely
grow beyond one metre. Ground herbs are found on the edge of the scrub. They include species which

normally flourish after fire.
The coastal zone comprises two vegetation types, wetlands and dunes. The coastal wetland zone is highly
dominant species, are found inthe tidal zone of all estuaries and lagoons. Salt tolerant grass species cove

substantial low lying areas surrounding the lagoons. These grassland have an important primary production
role in providing nutrients for prawns and juvenile fish in the lagoon systems. Protection of the coastal wetland

zone is very important to the long term sustainability of the fishing industry which the Ga population of Accraj_]
;‘

depend upon.

The dune lands have been formed by a combination of wave action and wind. They are most unstable bu™

stretch back several hundred metres in places. There are several shrub and grassland species which grow
and play an important role in stabilizing dunes. Coconuts and palms grow well in this zone, providing

protection and an economic crop. Most of the coconuts were planted in the 1920's but it is estimated that
over 80% of those plantations have disappeared as a result of felling, disease and coastal erosion. The los{"]

of these trees is one of the principal reasons for the severity of erosion in some areas. i

In addition to the natural vegetation zones, a number of introduced trees and shrubs thrive in the metropolitar-

area. Neems, mangoes, cassias and avocados and palms are prominent trees on the Accra landscape
Introduced shrubs like bouganvillia are also very prominent. Achimota Forest and Dechidaw Forest nea.

Afienya north of Tema, are the only forest reserves in the GAMA. These are being damaged from residential

encroachment, bush fire, sand collection and illegal tree harvesting. ,

i

i

Most of the open spaces in Accra are used for the cultivation of food crops like corn, okro, tomatoes and
other vegetables. Fertilizers and insecticides are used in these areas. Constant felling ofthe trees, bad farmirgu.1
i

phracticles and annual burning has altered the vegetation from “dry forest" and greatly depleted the fertility
the soil.

(b) Aquatic Vegetation
]

Apart from mangroves and salt marsh grasses which grow in the intertidal zone, sea grasses or attached
algae also occur mainly in rocky areas and wave cut platforms. These areas have increased as a result 24

erosion exposing the underlying bedrock - especially to the east of Tema. They have an important role in tl
coastal ecosystem because of their high rate of primary production in the provision of food and shelter for

the survival of shrimps, prawns and many species of fin fishes. Ocean floor sea grasses are confined to a few
sheltered areas of the coast line and the lagoons. The ocean floor regime is too unstable to support lar )

areas of seagrass. ,
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2.1.5 Fauna
(a) Terrestrial Fauna

Different species of antelopes, squirrels, monkeys and reptiles live in Accra. Many animals such as the Togo
hare, grasscutter, bush baby and bossman potto are found in Achimota forest and outside the urbanized area.
Most animals have been pushed inland because of the rapid expansion of settlements Iin the metropolitan
area. Many species of snakes (some venomous) and lizards are found throughout the metropolitan area.
Apart from the above mentioned fauna a great number of domestic animals - donkey, sheep, goat, chicken
are kept domestically in the metropolitan area. :

To the north east of Accra on the Akosombo Road lle the Shai Hills. There Is a small game park covering
several of these isolated hills. Several species of monkeys, ground foraging animals and birds inhabit this
area. The Akwapim Hills also provide sheltered habitats for many bird and animal species. The two areas are
sparsely populated and generally unsuitable for agriculture use. The long term prospects of species protection
in the Akwapim and Shai Hills is good.

Metropolitan bird life is diverse and in spacious residential areas prolific. The many exotic trees planted in the
inner city areas provide a suitable habitat for focd and shelter, and the lack of predator species have enabled
numbers to grow. Over 120 indigenous, migratory and exotic bird species have been counted in the
metropolitan area. Wetland species occur mainly in the Densu delta and Sakumo | & Il lagoons. Sakumo ||
lagoon hosts 10 species of birds of international importance and an equal number of national importance.
These lagoons are important wild bird and fish breeding habitats of international significance and are intended
to be designated as Ramsar sites under the Ramsar Convention to which Ghana is a signatory.

(b) Aquatic Fauna

The open lagoon systems support a wide range of crustacean, mollusks, gastropods, predatory and bottom
feeding fish. The lagoons are important breeding grounds giving adequate protection against larger predator
species and a continual supply of nutrients and organisms for food. The habitat of many of the lagoons is
or has been modified by development and increasing levels of pollution. Some species in the lagoons - in
particular Korle lagoon - are no longer suitable for human consumption. Protection of the water quality and
vegetation in the lagoons Is important to the long term sustainability of aquatic fauna along the coastline.

The ocean supports a wide range of pelagic and bottom feeding fish. Common specles are grouper, mackerel,
cassava fish, Africanlookdown, sole, shark and trigger fish. Stocks of off shore species have not been depleted
mainly because fishing techniques result in a significant loss of smaller fish from nets. Evidence suggests that
on-shore species are nearing exhaustion caused by excessive catches of juvenile and small fish. The loss of
this resource will have a substantial impact on the indigenous population of Accra whose livelihood is
dependent on fishing.

Welja reservoir, the marshes at the mouth of the Densu River, the Sukumo lagoon near the Panbros salt
industry constitute the most important fresh water wetlands for aquatic fauna. Apart from harboring a variety
of important commercial fish species like tilapia and catfish, they also act as breeding grounds for animals
which are adapted to the characteristic coastal Savannah vegetation.

2.1.6 Water Quality

Analysls of surface water run off in the metropolitan area indicates that except for the lower Odaw River and
Tema Stream catchments, water quality is satisfactory. Ground water tests show most trace elements in the
form of lead, cadmium, zinc, manganese and cromium exceed WHO limits. Water pollution is most acute in
the Odaw River, Korle and Chemu lagoons which collect substantial quantities of organic (sewerage) and
industrial wastes. Water quality in other lagoons s still satisfactory although there is evidence of deterioration.

13
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2.1.7 Air Quality

With the exception of the Industrial area along the Odaw River and Tema, air quality in the metropolitan area
is good. Minor incidents of localised pollution from automobile fumes arise during certain climatic conditions
but these are insignificant compared to those registered in some developed countries. During the months of
December to February, the effects of the Harmatan (fine wind blown dust from the Sahara region) causes
loss of visibility and some health problems. These are seldom prolonged. Odour levels arising from
decomposing rubbish and sanitary wastes are high ininner city areas, especially, along the drainage system
and in the region of the night soil dump at Korle Gonno.

2.1.8 Noise Pollution

Noise pollution Is a problem at the southern end of the airport in the Cantonments areas. The main take off
flight path passes directly over this residential area. Aircraft noise levels exceed Internationally accepted
standards over residential areas. There Is little that can be done to abate aircraft noise in this area which will
become more intense as aircraft movements increase. Quarrying operations - especially at Malam give rise
to shock waves and vibration. All quarrying activities involving blasting will ultimately have to be excluded
from urbanized areas.

2.2 ENVIRONMENTAL CONSTRAINTS

There are very few physical features, other than the Akwapim Hills, Isolated rock outcrops and the coastline
which constrain the development of Accra. However, there are other environmental factors which, if not
considered carefully in the planning process for development, are likely to impact adversely upon the city
and its economic and social well being.

Flooding, earthquakes, coastal storms and high winds are all natural hazards which constrain the location
and form of development within the metropolitan area. In this respect new urban development below the 1 in
50-year predicted flood level is undesirable - likewise development within 100 metres of the coast line.
Development and major Infrastructure on or along earthquake fault lines should be avoided. Areas of land
subject to impeded drainage and unstable soil conditions are a major constraint upon development. Figure
2.1 shows the environmental constraints in the metropolitan area.

The lagoons systems are important habitats for bird and marine life. Intensive urban development in close
proximity to these areas results in higher levels of pollution, which in turn, will result in the loss of an economic
resource. Protection of sensitive ecological habitats imposes constraints on land use, - especially, intensive
urban development.

Similarly. {reshwater systems constitute the source of water for domestic, industrial and agricultural activities
inthe GAME.. Wastes from these activities may limit the use of the water sources as a result of contamination
by orgznic axd chemical pollution.

Some manufacturing industries produce gaseous and wind-borne particle by-products and odours which are
hazardous to human life. The siting of noxious and hazardous industry imposes constraints on both the
natural and manmade environment by increasing soll and plant toxicity levels. Special consideration must be
given to the predominant wind direction in siting hazardous industries, and adequate buffers provided which
exclude intensive man related activities. This particularly applies to future land use east of the Tema industrial
area. Various environmental hazards in the metropolitan area are shown in Figure 2.1.

The mineral deposits of the metropolitan area play an important role in the economic growth of the area.
Since the potential value of quarry stone, clay, sand and gravel deposits as an aggregate resource depends
upon the accessibility of the deposit and the distance of the deposit from the point of use, the deposits within

a reasonable distance from developed areas are the most useful. Such areas should not be encroached
upen,

15
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Urbanization places consiqerable pressure on the resources of the natural environment at the urban fringes
andthe hir]terland. The cutting of trees, soll erasion, quarrying for sand and stones etc result in the degradation
of the environment and leads to greatly increased construction and rehabilitation costs later.

2.3 OPPORTUNITIES FOR ENVIRONMENTAL IMPROVEMENT

The past urban development practices have been extremely damaging to the natural and urban environments.
Because of the continuing concentration of population, industrial activities, congestion, human and untreated
industrial waste and effluent, further degradation of the natural environment is inevitable. There are simply not
enough funds and resources to reverse this process in the short term. Nevertheless, much can be done to
mitigiat? sonl'ne of the worst effects of urbanization and to restore severely polluted areas to more acceptable
quality levels. ’

There are a number of measures which can be taken to improve water quality in the metropolitan area. The
widening of the entrances to the Korle and Sukumo Il (near Tema) lagoons will improve tidal flushing and
enhance water quality. Civil works will enable more polluted wastes to be channelled around the heavily
urbanized lagoons to discharge at the estuaries. This will avoid large concentrated amounts of organic matter
being discharged into the confined lagoons and will bring about the long term enhancement of water quality.
Dredging and clearing of the estuaries will lead to improved flushing and storm water discharge.

Flooding is a serious problem in low lying areas. Measures can be taken to create flood retention basins in
areas as yet not urbanized. Such basins also have the advantage of creating silt traps and help to reduce the
rate of down stream siltation and flooding. In the short term flood retention basins provide water for crop
irrigation. Improvements to local drainage systems by community Initiated projects will reduce constricted
flood flows which give rise to local flooding.

The coastline is one of the most neglected parts of the metropolitan area and much of it is used as a receptacle
for disposal of waste. Opportunities to enhance and protect this environment, through the establishment of
a coastal erosion zone free of development, tree planting and improve waste disposal exist. Coastline
restoration will also generate significant leisure and recreational opportunities.

Environmental education is a priority for improving the public awareness to protect, maintain and, where
possible, restore the natural environment. Ignorance is the main cause of environmental degradation and
this can only be counteracted by creating an awareness for improved environmental management practices
by individuals and the benefit this has on individual communities.

While planning has the potential to improve environmental conditions, it will be ineffective unless it is relevant
and beneficial to the community it serves. In this respect, environmental planning and management must
recognise the potential of local communities to prepare and implement plans using local resources, backed
and guided by technical suppont.

17
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Chapter 3 I
ECONOMIC DEVELOPMENT ik
3.1 ECONOMIC DEVELOPMENT OF GAMA _

The study of GAMA's economy helps to provide: (a) information about the local economy that will assist !
government officials and planners in arriving at a series of goals and objectives; and (b) quantitative estimates

of future employment and population. Quantitative employment and population forecasts are intended to ™
serve as an overall guide to the formulation of land use plans, transportation, open spaces, schools, hospitals,

and other facilities.

With roots in physical planning programmes of public housing and urban renewal, social welfare planning| | :
has emerged as an independent concept at the city level. In GAMA social welfare activity shows ina number’ '
of voluntary associations as well as in the Department of Social Welfare of the Ministry of Mobilization and
Social Welfare. Welfare in its broadest sense is one of the general objectives of economic planning. More

specifically, economic planning Is aimed at many of the key problems associated with what Is directly implied F] ‘
by social welfare in GAMA. These key problems include employment opportunity, assistance to a variety of '
welfare programs such as juvenile delinquency, abandoned children, rehabilitation, etc. ‘

Increased industrialization, improvements in transportation and communications, mechanization of agrlcul-ﬂ
ture, and the increased importance of agglomeration economies have contributed to the present size and
shape of GAMA. These changes have in effect made GAMA's economy both regional and national. its
immediate influence extends far beyond the administrative borders of Accra, Tema, and Ga, or even theﬂ ,

borders of Greater Accra Region. o
Since economic activity in GAMA (urban or regional sense) Is affected by other centres or regions (especially -
where GAMA's industries derive their raw materials) and Is ultimately linked to the national economy, GAMA's |’
economy must be examined in terms of its linkage with the national economy. That is, the present and future .
economic positions of GAMA are dependent on what share of the national total of goods and services it__ .
produces, and on its capacity to expand existing productive activities and to develop new productive ’
resources relative to the capacity of other urban centres, locally and internationally, capable of engaging in |
similar activities. ‘

As in most urban areas of developing countries, the economy of GAMA is made up of two sectors: the forma if
and the informal sectors, both of which have been separately discussed and analysed. Y

3.2 THE STATE OF THE ECONOMY I

% In order to understand the present state of the economy of GAMA, it is important to look at some of the recent— :
G developments in the national economy of Ghana. These developments have had immediate and long tern ' !
} : impacts on the performance of the economy of GAMA. S

.
1
'

ik 3.2.1 The National Economy ] ;
' In 1983, the Government Introduced an Economic Recovery Programme (ERP) In an effort to redress the J
" deteriorating economic conditions of the country. The ERP's policy package was aimed at removing thr
" serious cost/price distortions prevailing in the economy and realigning relative prices in favour of productivﬂ
. sectors. The result has been a dramatic turn around of the economy with most of the key economic indicators ‘
| showing positive growth trends. Inflation and high interest rates have, however, remained unacceptably high,
seriously affecting investment in manufacturing. ;

| :‘ 18 n
;
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Gross Domestic Product (GDP) Is projected to increase at around 5.0% per annum through to the year 2000,
with 2.0% per capita growth over the same period. Agricultural contribution to GDP Is expected to increase
by an average of 2.4% per annum through to 1995 (See Table 3.1 below). The actual growth rate until the
end of 1990 was 1.9% per annum, due to the negative growth rate (-2.4%) in 1990. Employment will also
decrease from 3,799,802 In 1930 to 3,475,000 In 1995. Industry, which in 1990 represented about 14.1% of
GDP, will be the fastest growing sector, growing at the annual rate of nearly 9% through 1995. There will be
2,234,417 jobs In industry (87% in manufacturing) in 1995, an increase of 67% over the number in industrial
employment In 1990. The service sector’s contribution to GDP in 1990 was about 42.5% decreasing to 39%
In 1895. However, it Is expected to grow at a rate of 6.2% till 1995. The number of people working in the
service sector will increase from 2,378,324 in 1990 to 3,044,658 in 1995, an increase of 28%.

Table 3.1 Actual and Projected Sectoral Economic Conditions for Ghana

GROWTH RATES GDP DISTRIBUTION EMPLOYMENT*

Year AGR IND SER AGR IND SER AGR IND SER

1985 0.6 177 75 50.3 12.7 37.0 3,330 1845 1,571
1986 3.3 7.5 6.5 49.5 13.0 37.6 3.441 926 1,695
1987 0.0 115 94 47.1 13.8 39.1 3441 1,024 1,934
1988 3.6 7.3 7.8 46.1 14.0 39.9 3,572 1,116 2,108
1989 4.2 4.2 5.8 45.9 139 40.2 3,714 1,214 2247
1990 24 40 8.8 43.4 14.1 42,5 3,800 1,337 2511
1991 24 5.4 5.2 43.7 16.6 39.7 3,549 1,471 2,511
1992 33 9.8 4.5 43.0 174 39.6 3,539 1617 2,648
1993 2.6 108 4.2 42.2 18.4 39.4 3,521 1,802 7,774
1994 3.0 104 4.2 41.4 19.4 39.2 3,503 2,007 2,906
1995 34 103 4.2 40.8 204 38.9 3475 2,234 3,045

Source: Ghana: Structural Adjustment for Growth, World Bank, 1990
* in thousands of jobs

3.2.2 Prices and Wages

Inflation in Ghana, as measured by the annual average change in consumer price index (CPI), fell from 31.4
% in 198810 25.2 % in 1989 and rose t0 37.3 % in 1990. In Accra, it rose sharply to 41.4 % in 1990 after falling
from 31.2 % in 1988 t0 27.8 % in 1989. The largest rises in inflation were in food, furniture and furnishings and
transport and communications where they were over 20 percentage points higher than the 1989 inflation rates.
The increases reflect the national trend where food prices increased by 40 %, a result of lower production of
root crops and increased transport costs. Petroleum prices rose by a cumulative 266-326 %, reflecting the
pass through of higher international prices, as well as increases in excise taxes. The average per capita
earnings in 1986 was 7433 cedis per month (7333 and 7956 cedis for the public and private sectors
respectively). If this Is projected at the same growth rate of inflation, the average growth per capita earning
for 1991 will be 23,400 cedis per month. Earnings have actually lagged far behind the inflation rates.

3.2.3 The National Public Investment Programme

Thoe National Public Investment Programme (PIP) reflects the need for more investment in infrastructure, over
30% of which was allocated for GAMA In 1980. Out of the total 20.7 billion cedis, about 90% of the budget
was for Accra District. The decrease In investment in the productive sector (industry, agriculture, land, and
na}ural resources) from 22% to 14% of the total investment budget indicates Government's policy of
Privatisation of the Industrial sector. The high investment in the soclal sector (25%) was the result of heavy
concentration of soclal service delivery systems in GAMA.
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3.2.4 Savings and Investment

Although investment in Ghana is estimated to have increased from 11% of GDP in 1988 to 16% in 1990, the
share of resources allocated to Investment is still low. The 5% GDP growth projection will require that gross
investment rises 1o 19.5% In 1993. The bulk of this investment Is expected to come from private investment
whichis projected to rise from 8.6% of GDP in 199010 10.0% in 1993, In contrast, public investment is projected
to grow to 8.9% of GDP in 1993, up from 7.4% in 1990.

Private investment Is increasing while that of the public sector is decreasing. National savings stagnated at
about 8% of GDP in 1990. Public savings have declined from a peak of 3% of GDP in 1987 to less than 2%
of GDP in 1990, mainly due to the impact of lower international prices and higher producer prices for cocoa
on Government's tax revenue. On the other hand, private savings have increased as per capita incomes have
risen. This trend slowed in 1990 because of lower economic growth.

3.2.5 Taxes

In order to safeguard real incomes in the face of high inflation, the personal income tax schedule was changed
in early 1991 to raise the minimum exemption, widen brackets, and to lower the top marginal rate from 55%
to 25%. In addition, most major allowances, previously untaxed, were consolidated into taxable basic wages.
The combination of both measures is expected to be revenue neutral with respect to personal income taxes.

3.2.6 Household Expenditure

The average household expenditure on food and non-food items in 1980 was 307,615 cedis per annum, and
ranged from a low of 175,790 cedis for the households in the poorest 20% of the population to a high of
379,322 cedis for those in the wealthiest group of the population. Nationally, as much as 66% of all expenditure
was on food, the proportion being the highest for households in the first expenditure quintile (69.8%) and
lowest for those in the fifth (richest) expenditure quintile level (61.8%). The average household in Accra spends
56.6% of its iIncome on food and 42.9% on non food purchases; but in other urban areas the corresponding
rates are 49.8% and 38.8% respectively (Table 3.2).

Table 3.2 Distribution of Average Household Expenditure By Locality and Type (Percent)

TYPE OF ACCRA OTHER RURAL COUNTRY
EXPENDITURE URBAN

Food Purchased 56.6 49.9 35.0 424
Home-Produced Food 0.5 114 36.5 24.0
Non-Food 429 38.8 285 33.6
Total 100.0 100.0 100.0 100.0

Source: Quarterly Digest of Statistics, March 1990

3.2.7 The Economy of GAMA

The Greater Accra Metropolitan Area (GAMA) with a total population of 1.7 million in 1930, representing only
11 % of the population and occupying 1520 square kilometers or 0.6% of the total land area of Ghana, has

easily the most diversified economy in the entire country, contributing 15-20 % of the GDP. GAMA accounts |
for 10 % of the total employment in Ghana with 540,000 persons working in all of the three sectors of the -

economy. The metropolitan area controls almost 18 per cent of the total employment in manufacturing
industry in Ghana, 31 % In the construction industry, 22 % in the wholesale and retail trade, 30 % in
transportation, storage, and communication, and 56 % In finance, insurance,and real estate.

Within GAMA itself, the largest single employer in 1984 was the wholesale and retail trade subsector,
accounting for 171,000 people, or 32% of the total employment in the GAMA region. Community and social,
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services employed 122,000 people (23%), manufacturing 104,000 persons (19%), and agriculture accounted
for nearly 62,000 people (11%). Women comprised 49% of the labour force, concentrating primarily in the
service sector, especially wholesale and trade.

Unemployment was 8 % (3% for Ga and 9 % each for Accra and Tema) of which 55% were men. GAMA had
a very young population with 41.5% under the age of 15 in 1990.

3.3 AGRICULTURE

The smallest of the three sectors, agriculture employs nearly 62,000 persons or 11% of the labour force of
GAMA, compared with 61% of that of the nation. Fishing is the largest subsectoral activity, employing about
one-third of the agricultural labour force. Other activities include horticulture (which provides raw materials
for a small but growing group of agro industries), poultry, hunting, forestry and logging.

3.3.1 Fishing

The fishing industry is the most important subsectoral activity where 10% of the catch is exported, the rest is
nationally consumed. The main types of fish range from red fish, red bullet, herrings to sardines, tuna, yellow
fish, and grouper. There are also significant quantities of shrimps, lobsters, and sole. The industry is
characterized by extreme seasonability (June-September) especially in the case of herring and sardines. As
a result of lack of cold storage facilities, prices tend to drop during the peak fishing season, resulting In
under-exploitation of the fishing resources.

The bulk of the marine catch during the season is by the small canoe fishermen who have little or no link with
credit institutions to support the expansion of their businesses. Their operation takes place close to the shore
throughout the year, and there is a clear indication of depletion in the near future unless strict contro! measures
are taken. There is a strong modern fishing subsector located in the Tema fishing harbour, the butk of which
is owned by private companies and one state fishing corporation. Inland fishing in GAMA is under developed
in the irrigation dams of Weija, Ashiaman, Dawhenya, and in the lagoons and rivers of the area.

3.3.2 Livestock

The bulk of commercial poultry farming in Ghana is located in GAMA. Poultry production is constrained by
high cost of feed. The GAMA area also has a number of domestic animals such as sheep and goats which
depend on the natural vegetation for feed. In addition to a few large scale cattle farms, the bulk of cattle raising
In GAMA is by small livestock farmers. There are a few commercial farms raising pigs both for direct
consumption locally or for further processing into ham, bacon, etc. However large quantities of meat and
various dairy products are imported from neighbouring countries and abroad to supplement local production.

3.3.3 Crops

Horticulture is the second largest agricultural activity outside the fishing industry. This is practised mostly by
families, often without the benefits of modern methods of production. Apart from the variety of vegetables
grown within Accra and Tema such as okro, garden eggs, tomatoes, carrots, cucumber, cabbage, cauliflower,
lettuce, etc., rural GAMA produces a large amount of red pepper and pineapples which are beginning to enter
the non-traditional export market. The expansion of production of these fresh fruit and vegetable for export
is hampered by the lack of adequate cold storage and warehousing facilities in the metropolitan area. There
Istherefore the need to emphasize the development of on-farm and local wholesale storage facilities if GAMA

is o take advantage of its location as the gateway to the outside world to enter the international markets with
these fresh crops.

GAMA is drained by several rivers, six principal drainage basins and eleven flood prone areas. The Irrigation
;strat.egy would focus on the development of small schemes and make optimum use of existing Irrigation
acilities. Because the return on investment in agriculture, in the form of research and extension services and
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feeder roads, Is likely to be very favourable, such activities should hold a high priority in the allocation of public
resources.

3.4 INDUSTRY

3.4.1 Structure of the Industrial Sector

GAMA Is the most Industrialized area in Ghana, contributing over 10 % to the GDP. Over 50 % of the
manufacturing activities, representing over 60 % of value added, are lacated in the area. There were in 1984
about 2700 industrial units out of which only 20 employed over 500 persons, 39 had between 200 and 499
employees, and another 39 with 100-199 employees. Seventy five percent (75%) of the jobs were in small
scale industries, while 91 % of the industries employed 30 persons or less (30 is the upper limit for small scale

industries).

3.4.2 Manufacturing

Manufacturing which presently comprises ten subsectors represented in 1984 about 85 % of the industrial
activities. Nationally, it is expected to maintain an aggregate annual growth rate of between 9 and 10 % by
1990. It has the potential to contribute to future economic development. Manufacturing in GAMA faces two
central problems of resource unavailability and distorted policy environment. These are manifested intwo key
characteristics of the industry: (1) it is overextended: Its foreign exchange requirements are very high; full
capacity production exceeds the domestic market in some subsectors, notably textiles; processing capacity
often exceeds the availability of local raw materials; and direct public sector holdings exceed what it can
manage effectively and profitably, and (2) efficiency varies widely.

3.4.3 Industrial Employment

In 1984, there were nearly 134,000 persons working in various industries, this represented 25% of the total
employment of GAMA and over 80% of the industrial jobs in the Greater Accra Region (GAR). Manufacturing
employed about 104,000 or nearly 80% of the industrial employment (Table 3.3). GAMA therefore accounted
easily for about 18% of total employment in the manufacturing sector in Ghana. Female employment in
manufacturing was over 53 %, the majority of whom were self employed, particularly in the service sector.
Construction, the second largest Industrial employer, has a brighter future in the reconstruction of GAMA.

Table 3.3 Industrial Sector Employment

SUBSECTOR GA ACCRA TEMA TOTAL
Manufacturing 7,503 75,431 20,630 103,584
Gas, Water 367 3,185 643 4,195
Electricity Al 1,774 366 2,211
Water Works & Supply 296 1,411 277 1,984
Construction 1,581 16,694 1,834 20,109
Mining & Quarrying 412 1,000 75 1,487
Total 10,230 99,495 23,825 133,550

Source: GAR Demographic and Economic Characteristics, 1984 GSS

3.4.4 Developing GAMA’s Manufacturing Capacity

The potential for developing the manufacturing industry in GAMA can be assessed from the supply and

demand sides, both of which involve national resources on the basis of which they were established. On the

supply side, Ghana is endowed with natural resources (agricultural land, forest resources, mineral resources)

_?nd human capital that, if efficiently exploited, can provide a strong base for GAMA’s manufacturing sector.
hese Include:
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(a) Agro-Industries

The country has agricultural land that is potentially capable of producing an agricultural surplus that can
sustain GAMA's agro-industries (food, and vegetable oil processing, beverages, and tobacco) as well as the
textile subsector. In spite of the potential, agricultural raw materials for important domestic industries continue
to be in short supply.

(b) Wood Processing

Given its resources, Ghana is capable of providing adequate raw materials for wocd processing enterprises
which feature prominently in GAMA. Forests cover about one-third of the country’s total area and these
products accounted for about 5% of GDP in 1984. Farest products are the third highest earner of foreign
exchange (8%), behind cocoa and minerals. It is possible to process wood beyond logs and sawn timber for
foreign markets. Smuggling of timber and inadequate port facilities and transportation, and shortages of
equipment and spare parts have contributed to the decline in production for export.

(c) Minerals Extraction

Ghana is rich in minerals, chiefly gold, followed by diamonds, manganese and bauxite. Aluminum production
is one of the basic industries of GAMA. Considerable reserves of limestone and iron ore deposits remain to
be tapped to support the construction industry, which is expected to play a key role in the reconstruction and
development of GAMA. Natural resources such as quarry stones, clay, sand and gravel, and ornamental
stones are mined in different locations of GAMA, providing the growing construction industry with some of
the essential local building materials. '

(d) Population and Markets

On the demand side, GAMA's manufacturing sector has substantial potential for development. The country's
population is relatively large (estimated in 1990 at 16 million), although currently, depressed, demand could
not absorb full-capacity production of manufactured products. Prospects for exporting manufactured
products would increase with continued recovery and adjustment as higher productivity and exchange rates
make them more competitive. Development of ECOWAS would expand the regional market to some extent.
Areas in which GAMA has reasonable prospects of producing for the world market include forest-based
industries, furniture, mineral based industries and agro-industries, with some possibilities in the West African
regional market for textiles and cement.

(e) Constraints of the Manufacturing Sector

In spite of the potential, the manufacturing sector Is constrained by a number of factors including an
unfavorable international economic environment, and a distorted domestic incentive and policy framework
which has had an adverse effect on the manufacturing sector. Foreign exchange avallability has been reduced
by the slowdown of world economic conditions; drought has cut back crop production both for export and
domestic pracessing. Manufacturing has been hard hit by high interest rates (25-30%) which prohibited
invest!'nent In plant and equipment whose utilization rates were already very low due to shortages of raw
materials and foreign exchange. Problems of management, organization, skilled manpower, capital, etc. have
further aggravated the situation.

3.5 SERVICES

The service sector includes transportation, wholesale and retail, financial services, governmental and private
Seérvices. Nationally the sector contributed 37% of GDP in 1985, increasing to 43.4% in 1990. Its contribution
will decrease slightly to 38.9% in 1995. The decrease is due to the slow down of governmental services which
are expected to decrease from 12.5 to 11% between 1985 and 1990, and to 9.6% in 1995. All the other
subsectors will either Increase or remain at the 1990 levels. Nationally, in terms of sectoral growth rates, the
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J.

service sector will continue to decrease from 7.5% in 1985 to 4.2% in 1995, representing a general trend
experienced also by other sectors (Table 3.1). In general, the growth rates for all subsectors are expected

to more or less stabilize after 1980.

B

3.5.1 Structure and Characteristics of the Service Sector

The commercial activities are characterized by a few large and medium size enterprises engaged in import,
export, wholesale, distribution, and retail businesses and a myriad of small scale traders, suppliers, ™
transporters, and retailers. Commerce is the largest and most visible subsectoral activity. Thelarge firms are
functionally related to the small enterprises. Although these enterprises (which include UAC group of
companies, UTC, SCOA, and GNTC) account for just a fraction of the labour employed in the commercial
subsector, their tumover Is about one- half of the total in the subsector.

).

in the middle are small stores, and market stall owners who also depend to a large extent on the wholesaling
functions of the large scale commercial units. A few of them obtain thelr supplies directly from the industrial
establishments within the metropolitan area and from abroad. These, together with the large units, account
for between 70 and 80 per cent of the value of the total turnover of the commercial activities.

I P

S

At the bottom of this functional hierarchy are the street vendors. In terms of numbers employed, this group
accounts for about 70% of those engaged in commercial activities. By virtue of ease of entry, the flexibility
of self employment, and the need for little or no literacy requirements, women tend to dominate the subsector.

Because of trade liberalization, the commercial activities are booming, attracting more and more entrants into
the market where 55% of the goods traded are imported. As a result, there Is stiff competition which tends
to reduce profit margins, thus inhibiting business expansion.

I I T

The wholesale and retail trade business is run by women. Ghanaian women are well known for their skills and '
hard work. Although banks consider women creditworthy with good repayment rates, the expansion of their '
businesses are constrained by the fact that 66% of them have no formal education, and 70% of them have I—
incomes of less than 200,000 cedis annually. The expansion of their businesses Is also limited by their ,
reluctance to use banking services and access to credit. The traditional roles of womenas agricultural workers '
and traders have left them with little or no experience in the more formal business environment. The
commercial subsector Is fragmented, consisting mainly of street vendors and small scale operators with ease ||
of entry, low profit margin and high mortality rates. Growth in wholesale and retail trading Is expected to taper l

off because of the shift in incentives away from trading activities.

T}

3.5.2 Financial Services and Institutions

—J. ..

(a) Set-up

Ghana's formal financial system is dominated by an oligopolistic banking sector comprising the Bank of Ghana
(the Central Bank), three primary commercial banks, some secondary banks, and a sizable number of rural - -
banks. The three primary commercial banks are the largest financial intermediaries both in terms of their

assets and network of branches. All the primary and secondary banks are either partially or wholly owned '7
by the government. The three development finance institutions (the Bank for Housing and Construction, | |
Agricultural Development Bank, and the National Investment Bank) have significantly increased their com-_

mercial banking in recent years. These banks, like many other banks in Ghana, face serious financial difficulties ;
arising primarily from substantial non-performing loan portfolios. ?

JZ

{
(b) Banking Reform —l
During 1989 and 1990 the Government implemented a programme to strengthen the performance of the
banking system, which, among other things, led to the creation of a Non-Performing Assets Recovery Trust ,]
|

(NPART) whose function is to realize the non-performing assets of distressed banks which were transferred
toit. The programme also aimed at improving the regulatory framework, restructuring financially distressed

=
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banks, and Improving resource mobilization and increasing the efficiency of credit allocation by the banking
system. Government has taken measures to encourage the development of primary and secondary money

markets. A stock exchange company was incorporated in early 1990 and started commercial trading in
November 1990.

(c) Institutional Constraints

Although the government has taken several important measures to lay the foundation for a smoothly
functioning banking system, there are a number of impediments to the use of the financial services in the
economic development of GAMA. The sharp drop in growth of credit to the private sector (5% In 1989)
reflected the impact of the Bank of Ghana's instructions to commercial banks at the beginning of the year to
exercise restraint in their lending, given the large outstanding stock of non-performing assets. In addition,
some banks were constrained from making loans because ofthe need to comply with higher capital adequacy
ratios in the revised Banking Act. The net effect on borrowing has been high interest rates, ranging between
25 and 30 %, contributing to the slow down in manufacturing growth.

In spite of a significant tightening of monetary palicy, inflation continued to accelerate during 1990, 37.2 per
cent, resulting in negative real interest rates (Table 3.4) at which rate no investment can take place, leading
also to a low rate of private savings which is expected to reach 9.4% of GDP by 1993. Public savings are
expected to increase from 1.7% of GDP In 1980 to 5% by 1993, mainly due to higher mobilization of tax
revenues.

Table 3.4 : Real interest rates, 1987-1991 in percentages

1987 1988 1989 1990 1991 1991

Short-Term Deposit Jan Feb
Rate (6 months) 131 -74 -5.6 -11.2 -8.0 6.0
Maximum Lending Rate 117 1.2 -3.4 5.1 -1.4 0.9

CP! (12 Months Average) 39.8 314 25.2 37.2 37.0 36.2

Source: Ghana: Progress on Adjustment, W8 1991

The financlal system will also be able to provide sufficient resources to finance private Investment if funds are
not preempted by government borrowing. In recent years, prudent fiscal policy has 