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THE GROWTH OF FOREIGN INVESTMENT AND ECONOMIC NATTONALISM

IN POST INDEPENDENCE GHANA : 1957 - 1975.

1 Introduction

When Jean - Jacques Servan - Schreiber called on his countrymen
"to wake up" against American industrial takeover in France, it seems he
was a spokesman of nationalists in many countries. His plea has since

been echoed by many others.

The world has, in recent decades, seen open door policies give
way to restrictions and control of foreign investment. In economies such
as Mexico, Cuba and Chile, antagonism has led to expropriation2 in
varying degrees of direct foreign investment (DFI). In the countries of
black Africa, misgivings regarding the role of foreign investments did
not occur until the beginning of the sixties, when most of them attained

political independence.

In this paper it will be argued first that in Ghana what will be
called "economic nationalism™ has progressively increased since independence,
culminating in indigenization of some sectors and forced participation of
Ghanaians in other sectors; secondly, that the rising tide of nationalist
sentiments to a large degree can be atributed to observed characteristics
of DFI in Ghana vis-a-vis the expectations of the people; thirdly, that
the mode of implementing the policies reduced drastically the adverse
congequences of "economic nationalism®; and fourthly, the main object of
the indigenization policies ~viz "to capture the commanding heights of the
economy" from foreigners-has not been realised despite incidental benefits
from the programm.e.3 "Economic nationalism" is being used to represent

the sentiment, feeling and drive that make the nationals of a country prefer



the ownership of the means of production, control over the distribution of
output, ownership of wealth and supply of economic services by fellow
nationals to £bat of foreigners.& In the extreme, economic gationalism,may
exclude the operations of DFI from a country. As such, economic nationalism
is different from nationalization though it often embraces the latter.
Nationalization pertains to public takeover of private industry~-foreign

or indigenous ~ for economic, social or other reasons.

Full scale economic nationalism is often preceded by higher taxation
of DFI, regulations restricting repatriation of capital end profits, and
insistence on increased employment of indigeneous perscnnel especially to
high level positions in foreign enterprises. This method whereby the
share of the distribution of gains from DFL is increased in favour of the

host economy has been termed "creeping expropriation" by Seymour [34].

The actual transfer of ownership in DFI to nationals may be through
outright confiscation, partial compensation?, or by adaquate economdc
compensation. The mode of achieving economic nationalism is an important
determinant of the cost of any such programme. If assets, the subject of DFI,
are not confiscated, there is an added burden of transfer of capital. There
is alsc the opportunity cost of commdtting vesocurces to the purchase of
on-golng business instead of using it to expand productive capacity, Operational
efficiency of the firms may fall too.6 Its effect on inflow of future
DFI when needed may be catastrophic. Given that DFI usually comes in a
package of finance, technology and managerial resources, the ecovomy could

lose mpst of the other benefits tied with foreign ownership.

Against the foregoing may be set other gains. These include the
possibility of higher levels of employment of nationals, training by doing
and saving in profit repatriation. It also provides the chance to dis-

aggregate the DFI package so that the host economy could acquire from



international sources only factors which are not available locally. All
these suggest that it is difficult to determine the consequences of economic
nationalism in any country without first examining the particular context

within which the policy is implemented.

2 History of Economic Nationalism in Ghana

Chana has been no exceptican to the wave of economic nationalism
that has emerged in LDCs in the twentieth century. And 1ike its Latin American
counterparts the attitude towards DFI has often been ambivalent, which
expresses the underlying conflict between the natlonal objectives of
development and independence in an inter-dependent world. This dilemma
has been lucidly expressed by Baklanoff [2 , p.l] as follows:
"The dynamics of economic changes in Latin America is the product
of two contradictory forces: the desire for accelerated development
and the quest for national independence. These diverging propen-~
sities yield ambivalent policies towards foreign direct investments.
When the balance tilts towards ‘independence’ the rule of the
game may change radicelly eventuating in ezpropriation of foreign

controlled enterprises,"”

The ambivalence of Ghana's economic policies is demonstrated by the
fact that, notwithstanding the growth of economic nationalism epunciated below,

the governments concurrently provided incentives to attract DFI.7

2:1 Nationelism under Rkrumah 1957-65

The earlier years of Independent Ghana from 1957 up to 1960 did not
show much of the rhetoric and action associated with economic nationalism.
The wnbumt fuel of pre-independence political naticnalism, the exercise of

British overlordship, the influence of DFI protagonist epitomized by



sir Arthur E. Lew138 and the favourable even though fast disappearing
balance of payments position contributed to dampen the wave of economic

nationalism.

When Ghana became a Republic in 1960 the situation was different.
Balance of payment problems had begun and have remained ever since, while

monetary and fiscal policies became the responsibility of Ghanaians.

Dr. Nkrumah adopted a development policy of rapid industrialization
and mechanization though ill-suited to the factor endowment of a peasant,
labour (unskilled) abundant economy. The constraints on the economy and
the (ultimate) socialist objectives of Nkrumsh were the major determinants

of the administration policy towards DFI and indigenous private enterprise.

With respect to DFI, on the one hand it was the objective of Nkrumah's
Convention People's Party that economic development should make Ghana
free of alien control of its economy and thus support the political

independence, with economic emancipation.

On the other hand, in the transitionary period DFI was seen to be an
indispensable complementary agent with which the state collaborated in
setting up joint ventures, ranging from textiles to soap making. Fiscal and
other incentives were given to attract DFI whilst at the same time the
State set up rival companies to compete with an eventually out-do foreign

operations in commerce, shipping, banking and manufacturing.9

There is no record of confiscation during Nkrumah's era. Several
marginal mines were purchased by the state in 1962 in order to save jobs,
some meagre foreign exchange and to avold the social implications of
"ohost towns'". Nkrumah therefore, as it turned out, bought foreign

liabilities since the foreign owners were ready to close their unprofitable



ventures. The other case was the purchase of two foreign trading companies
in 1961 to form the nucleus of the Ghana National Trading Corporation. No

allegation of expropriation and unfair compensation could be traced.

Whilst Nkrumah did not confiscate or purchase, on any appreciable
scale, foreign investments in Ghana, he did pursue a systematic policy of

expropriating the proceeds from DFI.

Table I shows that between 1960 and 1965 the corporate income tax
on repatriated profits rose from 42)% per cent to 65-70 per cent whilst the
corresponding figures for "incomes retained in Ghana" rose from 40 per cent
to 45-50 per cent on the average. Moreover for a period of nearly two
years foreign operators were required to reinvest up to 60 per cent of
their after tax profits in Ghana.ll Economic nationalism therefore had
its roots in the Nkrumah era. Nkrumah's foreign investment policles were

however confusing and ambivalent to say the least.

On the whole, however, DFI got a better deal under Nkrumah than did
indigenous private business. The latter was suppressed or at best not
encouraged due to Nkrumah's fear of. the threat of a strong indigenous private
sector to his socialist ambitfon. Table II therefore shows that the
growth of the indigenous business sector was largely through state parti-

cipation in direct production.

2:2 The Ghana Enterprises Decree, 1968, NLCD 323

The overthrow of Nkrumah in February 1966 was accompanied by a
swing towards private sector capitalism. However economic nationalism was
taken a step further after him. Under the above mentioned legislation all
small scale retail and wholesale trade with turnover of less than ¢500,000

2
and ¢1,000,000 respectively was reserved for nationals.l Other industries



employing less than 30 people using unsophisticated production techniques
as well as overseas manufacturers representation, were also reserved for

Chanaians. A maximum transitional period of 5 years was allqwed.

2:3 Ghanaian Business (Promotion) Act, 1970 (Act 34)

In late 1969 a new civilian administration was swom into office.
It soon enacted the Ghanalan Business Promotion Act to supersede the 1968
Legislation. Within two months of the promulgation of the Act, all taxi
services, overseas agency representatives, hire purchase, sale of vehicles
for taxi and operation of taxi services, hawking and selling in kiosks
(an important part of peasant economy distribution) and retail and
wholesale trade with turnover of less than ¢500,000 were indigenized, 1In
the case of commercial transportation by land, bakery, non-textile printing,
running of beauty salons, produce, brokerage, advertising and publicity,
and manufacture of cement blocks, they were to be indigenized in a year.
The supervising agency, the Office of Business Promotion, was to explore

means of further Ghanaian participation in other sectors.

2:4 Government Participation Legislations, 1972

Hitherto only small scale enterprises which were dominated by other
Africans and some resident Syrians, Lebanese and Indians (resident
expatriates) were affected leaving other foreign investments involving
miltinational companies largely untouched. Under two concurrent pieces
of legislation [13] [14] the new military administration in 1972 purchased
55 per cent of the shares in foreign mining operations and the leading
foreign timber companies. Hithertoe the government had sponsored small
scale local entrepreneurs to acquire foreign assets., The 1972 legislation

on the other hand involved state acquisitions.



2:5 1Investment Policy Decree, 1975

Finally, in 1975, economic nationalism was taken a stage further
and under two pileces of legislation [15] [16] all foreign companies operating
in Chana were asked to sell between 40 and 60 per cent of their assets
to Chanaians. The only exceptions were the mining and processing of
bauxite into alumina (30%) and oil prospecting (20%) while the Volta
Aluminium Company which was left uatouched. The participation was by both
private Ghanaians and the State with the latter generally taking the bulk

of the shares in the largest non-trading enterprises.

In summary, Ghana moved from creeping expropriaticon in the early
sixties to indigenization of small scale establishment on the basis of
simplicity of technology involved and smallness of their capital outlay
between 1968 and 1972. 1In 1972 the government acquired 55 per cent majority
shares in foreign mining and five leading foreign timber operations. The
next step came with the 1975 legislation which left virtually no sector
of the economy any longer open to 100 per cent foreign ownership. What
factors led to this progressive indigenization policies? What could be
the economic implications of the programme? And to what extent were the
policy objectives realised? In the next section are examined the character-
istics of foreign operatiocms in Ghana which in the light of Ghana's recent
economic history and development expectations contributed to the rise of

economic nationalism.

3. Characteristics of DFL in Ghana

The quality of statistics is generally poor in LDCs. This is
particularly so with respect to DFI since the companies are reluctant to

give out information. In Ghana the government has made little effort to



gather separate statistics on foreign operations as a group. The meagre
information available arcse incidentally in implementing the indigenization
policies, which were consulted from the working papers of the supervising
cbmmittee.l3 Published and unpublished information of the Bank of Ghana

and the Central Bureau of Statistics of Ghana were also useful data consulted.
The result is a mixture of time series and ad hoc data; a mixture of
investment and output information with gaps in between. Therefore the
specific magnitude must be treated with very considerable caution. It is
considered however, that the trend figures are sufficiently adequate to
describe the nature of DFI and why it has aroused economic nationalism in
Ghana. In the material which follows, I will be particularly concerned with
growth, sectoral distribution, modes of finance and the direct effect on

the balance of payments.

3:1 Growth and Structure of DFI in Ghana

In 1957, when the country became independent, the non-agricultural
sector was completely in the hands of foreigners. Table III gives an
indication of foreign control of cutput in 1957. Ghanaians and other
Africans contributed a mere 5 per cent of non-agricultural receipts. Of
this group, alien Africans controlled about 80 per cent of the business.
Foreigners therefore controlled about 99 per cent of the small modern sector
of the economy. European and American (predominantly British) operators
accounted for 83.3 per cent of total receipts and "resident expatriates"

(Indians, Syrians and Lebanese) a further 10.7 per cent.

A breakdown of the European and American group provides evidence of
the structure of foreign investments in Ghana at Independence., Trading and
distribution (wholesale and retail, petroleum distribution and motor vehicles
in Table III) accounted for 80 per cent of the operational receipts. Vernon's

[35] Product Cycle Theory of DFI implies that under an open door policy as it



existed in colonial Ghana, with virtually no trade barriers and meagre

income tax on trading, foreign investors would service the economy through
trading.14 This was the case in Chana. Extractive industries, Singer's [32]
"traditional industries", accounted for a further 11 per cent. Manufacturing
accounted for only about 3 per cent of total receipts. Europeans and
Americans controlled the services - banking, insurance, and shipping. The

whole modern sector of Ghana was almwost a foreign investment colony.

Evidence of the actual size of the stock of foreign investment
contained in a paper by Pearce [31, Table 14] showed that in 1946 U.K.
"large investing companies" had assets of ¢92.0 million (£46.0) million
at book values. The situation was much the same in 1957, since only ¢3.6
(£1.8) million more investments were made between 1946-1955. The total
U.K. investment of about ¢98 (£48) million represented about 80 per cent of
all DFI in Ghana in 1957 thus making a total of roughly (¢120) (£60) million

DFI at the time of independence.

Table II gives a picture of the growth of output of Ghanaian and
foreign investment in Ghana between 1962 and 1969. Sc¢ far as mining is
concerned, there has been no new investment in Ghana and the Ghanaian share
is largely the result of State purchase of marginal foreign firms in 1962.
Foreigners continued to dominate the secondary sector. But with State
establishment of competing institutions the share of foreign operations in
output fell in the secondary sector. The resident expatriates expanded their
investments in the secondary sector too. The major European companies did
not undertake much new investment in services, though the volume of their
operations continued to expand. The structure of trading business in Ghana
as late as 1970 showed that the big importing and wholesale businesses,
including departmental stores, were in the hands of Europeans and the
state~owned National Trading Corporations. Medium scale enterprise belonged

to resident expatriates, with most Ghanajan operators at the lower end. In
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1969, if we consider that foreigners on the average owned 75 per cent

of joint ventures ("mixed" in Table II), then foreign investments
accounted for 67 per cent of manufacturing output, 85 per cent of mineral
production and 65 per cent of services. Manufacturing, which was almost
non~existent at Independence gives a bettet indication of the result of
comparative participation of Ghanaians and foreigners. By 1962, 63.2 per
cent of manufacturing output was in the hands of foreigners with a further
7 per cent from joint ventures with aliens. Most of the Ghanaian output
was by State concerns and the better part of joint venture operations

were state/foreign ventures. By 1969 40.1 per cent of total manufacturing
output was still held wholly by foreign firms and a further 35.8 per cent
by joint ventures. Joint ventures increased because of deliberate
Government policy under Nkrumah, as well as expected adaptation of foreigners

to economic nationalism.

Bos and his Netherlands Economic Institute Colleagues [6] estimated
the volume of non~financial direct investments in 194 companies in Ghana
in 1963, at ¢128.8 million (about £64 million). (See Table IV) When
account is taken of investments in financial institutions and the small
scale foreign operations besides the 194 firms above, the total foreign
investments would be ¢180 million approximately. Thus between 1957 and 1963

the book value of foreign investment rose by about 50 per cent.

Growth in manufacturing accounted for a large proportion of this
increase in DFI. Successive increases in the rates of import duty to
ralse revenue as well as to promote the national policy of industrialization
resulted in substantial import substitution industrialization based on

foreign, largely fabricated, inputs.

Despite the relative increase in manufacturing, the colonial pattern

of DFI dominated by trading (including petroleum distribution) and extractive
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industries (mining, quarrying and timber operations) persisted. Foreigners

still controlled a substantial part of banking and insurance, though by
1963 the State rival institutions were controlling not less thamn 30 per
cent of business in these sectors. The relatively greater experience of
the foreigners in modern business, their control over finance and/or their
having large sums of accumulated profits from pre-independence investments
ensured their dominance of the emerging manufacturing sector too. This was
in a country where leaders in the fifties promised that political independence
would eventuate in economic emancipation which came to be understood as
Ghanaians controlling major business. [25]. British investment by 1970 still
constituted about 50 per cent of foreign operations thus giving the

impression of colonial dependence and not mere foreign domination.15

The overall trend of DFI, however, conceals foreign dominatiom
of the small scale sector where an emerging indigenous entrepreneur will
have to start to compete. In 1967, before the indigenization, the picture
of small scale industries is best described in the words of Adjei-Sefah
1, p. 9].
"In the retail sector, out of 468 retail establishments in
the sole proprietorship, and partnership only 34 per cent was
Ghanaian with the actual share of only 33 per cent of total
estimated sales volume of ¢40 million. 4And, as it was naturally
expected, Ghanaian share in the industrial sector was estimated
to be less than 20 per cent. In addition, hawking, bakery,
transport, petty trading (and) overseas representation, were
all monopolised by aliens."
He estimated the actual Ghanaian share in wholesale trade as just over 20
per cent. Ghana therefore was in a peculiar position with respect to foreign
control of the economy in the sixties. Mining, large scale manufacturing
and services were in European/American multi-national companies' hands.
At the intermediate level the Levantine resident expatriates dominated.
Whilst because of the relatively good opportunities in agriculture coupled

wilith the initial CGhanian disrespect for petty trading until forced out

of that attitude by economic necessities of the sixties, alien Africans
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monopolised the lowest level of non-agricultural operations in the economy.

When we move into the seventies, despite the earlier indigenization
attempts, the dominance of foreign investments in mining, timber processing,

trading and manufacturing continued.

The 0.E.C.D. [29] estimated the total DFI in Ghana in 1974 at ¢397
(US$345 million), of which 50 per cent was still British. This indicates
there was an increase of some 140 per cent in foreign investment in Ghana
since 1957 with negligible new inflows of capital.16 From Ghanaian sources
the value of DFI in 1975 was estimated at ¢190 million, excluding the
giant Volta Aluminium Company Smelter at Tem2 worth at least a further
¢100 million. Compared with the O.E.C.D. figure the total ¢290 represents
underestimation of about ¢107. This must however be expected since the
Ghanaian estimates being an official evaluation for acquisition by Ghanaians

are likely to be on the lower side.

Table V gives a breakdown into sectors of foreign operations which
were made to sell 40 to 60 per cent of their shares to Ghanaians in 1975,
It shows that the underlying structure of investments in 1957 persisted
into the seventies. DFI was still dominated by wholesale and retail trading,
petroleum distribution, and banking and insurance. The growth in manufacturing
was dominated by breweries and distilleries, textiles and garments and, if
account is taken of the 1972 Government participation policy, timber
industries. Besides the dominance of DFIL in all sectors of the Ghanian
economy (both wholly foreign owned and joint ventures), and the persistence
of the colonial structure of investments, the mode of financing new DFI
and expansion of existing industries was amother factor in arousing

nationalist sentiments.
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3:2 Tinance

The growth of foreign investment, though initially beneficial,
may in the long run be detrimental to the host economy [18]. This is
particularly so with respect to the host country's balance of payments.
[30, p. 220] When the growth of DFI is largely financed from the firm's
internal and domestic (host country) sources the transfer burden
increases.17 Unfortunately nationals do regard such growth of DFIL as
exploitation and deliberate undermining of their development:efforts, two

ingredients in nationalist movements.

Table VI shows aggregated private long-term capital inflow into
Ghana. Apart from 1963-66 and 1970-71 the total annual inflow has been
below $20 million. These years were exceptional. The earlier period's
higher levels were accounted for by Volta Aluminium Company's (VALCO)
smelter project which had to be specially arranged by the Government of
Ghana with the involvement of the United States Government. The latter
period increases reser to oil prospecting investments when the possibility

of an oil bonanza in Ghana hit the news.

Besides these exceptions the official figures conceal the size of
the real inflow of new foreign exchange. It includes suppliers credit to
Ghanaian businesses as well as re-invested profits of DFI. The table below
shows that between 1965 and 1968 very little new investment flowed into

Ghana and these years were not exceptional.

Evidence regarding dependence of owners of DFIL on domestic bank
lending is difficult to come by, since no separate records existed prior
to 1972-3., But from the limited available information, it seems that
there was much use of intemnal sources of funds within DFI firms and bank

credit. The majority (estimated at 60 per cent) of new business established
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in Ghana after independence were undertaken by trading firms, These
companies operated import-export trading business during the colonial
period. The United African Company Limited (U.A.C.), a subsiﬁiary of
Unilever International, for example, controlled at least a quarter of all
DFI in manufacturing by volume of operations in the sixties. The returns on
investment in trading in Ghana, due to foreign exchange problems and
consequent shortages, are often very high., .Unofficial estimates sometimes
exceed 100 per cent.

Private Capital Inflows 1965-8 (U.S. $'millioms)

1965 1966 1967 1968
Reinvested profits 13.4 12.6 12.6 8.4
Valco 23,2 40.9 16.9 2,6
Private Suppliers Credits - - - 3.9
Others (including new DFL
other than Valco's) 0.3 6.2 5.6 5.8
Total 38.4 539.6 38.0 20.8
Total Excluding Valco 15.1 18.8 21.2 18.1

Source: Leith [21, Table V.8]

Note: Comment in bracket inserted. The U.S5.$ was approximately equivalent
to the Ghanaian cedi over the period.

Table VI shows that by the end of 1976 unrepatriated dividends and
profits of DFL between 1962 and 1975 stood at ¢133.7 mil;ion. The data also
suggests the profitability of trading concerns, though the fact that commerce
is classified as a2 non-priority sector for repatriation purposes would
mean the sector is discriminated against in foreign exchange allocation. But
the point that the firms had sufficient funds to internally finance expansion

and to establish new industries 1s evident.

Nevertheless, there was every reason for direct foreign investors

to depend on the banks too. Their relatively larger size of operation compared



15

to local operators, their experience, and the dominant role of expatriate
financial institutions accounting for over 50 per cent of banking business
made them preferred customers. One other reason why they would use bank
credit instead of all their unrepatriated profits was that the Bank of

Ghana, due to Ghana's balance of payment problem, had to control transfers.
Thus the Bank from time to time gave facilities for transfer which were
allocated according to priority sector ranking. The backlog of funds would
no doubt influence the decision. Secondly it served as some sort of pressure
on the Government, though it had also the indirect effect of generating
economic nationalism as these profits accumulated. Thirdly, nominal

interest rates charged by the banks, compared with the level of inflation
were tantamount to negative real interest rates. For example between

1964 and 1975 the rate of inflation as indicated by both wholesale and
consumer price indices exceeded that of interest rates on deposit by well
over 50 per cent for most of the years. [3] Even in 1973, when major

timber and mining companies had been forced to sell 55 per cent of shares to
the Government snd a white paper had been issued for all other DFI operations
to transfer between 40 and 60 per cent of shares to Ghanaians, there were

still 48 per cent of commercial bank business loans going to DFI operations,

[10]

Regarding the financing of DFI growth therefore, it could be sgaid
that there was heavy dependence on Ghanaian sources of finance. This took
the form of internal financing and borrowing from local banks, the majority

of which were gubsidiaries of foreign banks.

The mode of financing the growth of DFI meant that despite incentives
given by the Government to attract new capital inflow, only very small amounts
of foreign exchange came into the country. Meanwhile the size and dominance
of DFI increased. Increased repatriation of profits put strain on the

already fragile balance of payments situation. These factors contributed to
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j11-feeling towards foreign ownership.

3:3 Balance of Payments

Of all the effects of DFI on the economies of LDCs, balance of
payments® impacts have been particularly stressed. Both orthodox and
Marxist writers have shown that the balance of payments effect in the long
run is one of the most important adverse effects of DFL on the host country
economy. [5] [18] - In Ghana, pressures on balance of payments attributable

to DFL are probably the most significant factor in economic nationalism.

The debt columns of the "investment income" in Table VI give am
overall view of outflows associated with foreign investments. The bulk of
it is attributable to direct foreign inwestments, since foreign portfolio
investment in Ghana has been negligible. The annual outflow ranged between
U.S. $10 million and U.S. $47 million, averaging $25 million per annum from
1956 to 1974. The trend shows rising repatriation with the years. With
the exception of 1963-66 when VALCO investments flowed into Ghana and
1970~1 when speculative oil investments were attracted, these repatriations
exceeded the total inflow of private long term capital. Moreover, Table VI
included suppliers credit to Ghanaian businesses in the inflow. The annual
inflows of DFI for new business or expansion of existing ones, were generally

far less than corresponding outflows.

This made owners of DFI an easy scapegoat, even if the overall balance
of payments problem of Ghana had been partly due to unrestrained demand,
rapid industrialisation based on import substitution, corruption and failure

of the export sector to expand,

To the outflow of investuent income must be added private transfers

which are largely trsmsfers by foreign employees of DFL., This is a kind of
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cost the economy pays for supposed technical and managerial expertise
associated with DFL. These are substantial by any standards if compared
with either DFI investment income and/or inflow of foreign investments

1
besides the 1965-68 and 1970-71 exceptional years. 9

pifferent data, obtained from Bank of Ghana sources and giving a
breakdown of repatriations associated with DFIL from 1966 to 1975 into
their constituent parts, are in Table VIIL. With the excepti;n of the
profits and dividend and capital repayments columns the others are payments
which Ghanalan companies also made. The impressicn got from the Bank of
Ghana, however, is that at least 80 per cent of these can be attributed
directly to DFI. 1In a country with a balance of payments problem, a ¢169
million (about $150 million) outflow without a corresponding inflow led

to resentment.

The size of personal remittances gives a cause for concern. There
is evidence in feasibility studies submitted by DFI firms that the salaries
of some senior employees have exceeded U.S. $200,000 per annum.20 The
large sum of persocmal remittances seems to suggest, especlially in the
case of resident expatriate firms, that this channel is being used to get
around the tough restrictions of profit repatriations and the almost automatic
allowance of personal remittances. The same may be said of technical and

professional service fees, though the latter has some other igssues involved.

The managemen£ contracts associated with Government participation in
la:ge foreign. mining and timber companies, including technical management
fees, contributed to the rise in these figures after 1972. The same may be
said of participation in other sectors by Ghanaians. All the same, a total
of nearly ¢170 million in transfers over 10 years was bound to lead to 1ll-
feeling towards DFI. Moreover, one aspect of nationaliem is the tendency to

magnify the supposed cost of foreign involvement in the domestic economy, whilst
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playing down its positive contribution. Direct balance of payments
pressure exerted by DFI should also take account of accumlated (unre~
patriated) profits and dividends in addition to those actually transferred.
And Table VII shows that the accumulated profits and dividends stood at

¢133,9 million at the end of 1976.

To conclude this section, the following factors have been put
forth as largely responsible for the growth of economic natioﬁaliam in
Ghana. First, the inflow of new foreign cepital into Ghana since Independence
has been low despite attempts to stimulate it by way of incentives. And
yet through dependence on local sources of finance, DFI continued to grow and
dominate not only trading and extractive industries as in the colonial era
but the new manufacturing sectors as well. The growth ef DFI also meant
increasing profits and repatriation demands, thus putting added strain on an
already fragile balance of payments situation. Finally, there arose increasing
suspicion that DFI companies engage in transfer pricing. That initial
suspicion has been confirmed by actual cases leading to confiscation of at
least three DFI company assets since 1972. But at what cost, and what were
the expected and actual gains of economic nationalism in Chana? To these
issues we now turn our attention. First the mechanism used in effecting

the scheme will be examined.

4 Some Consequences of Economic Nationalism in Ghana

The implicati&ns of economic nationalism through takeover of and/or
participation in DFI enterprises by nationals will largely depend on the
terms of purchase which may range from confiscation to full compensation.
Regarding foreign exchange gains or losses one would have to specify the
expected inflows of new capital and net foreign exchange eamings by DFI
firme as against the cost of repatriating both capital and profits. The most

important effect in change of ownership of DFI businesses may pertain to
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possible loss in operational efficiency if nationals happen to be less
efficient as compared to foreign operators. Whether more nationals will
be employed will vary with whether the state or indigenous private
entrepreneurs take over the foreign operations. These are the igsues that
will be examined in this section, in addition to the policy objective of

control in connection with economic nationalism in Ghana.

4.1 Cost of Purchase

The terms of purchase and conditions put on capital transfer had
significant effects on the cost of economic nationalism to Ghana. Almost
invarlably the assets were valued at "book value" as recorded in the published
accounts of the companies. By 1973, Adjei-Seffah [21, p. 14] estimated
that ¢16.5 million had been spent on the acquisition of small scale enterprises

under the 1968 and 1970 legislations.

This figure represents underestimation of foreign enterprises covered
by at least 50 per cent. There is the obviocus underestimation in using book
value and not current market prices. Moreover many of the alien Africans
were forced out of the country before they could sell their assets. In a
large majority of the cases however, such as hawking, operation of kiosks and
petty trading, the foreign businesses merely fell into the laps of
Ghanaians since no assets in the conventional accounting estimates existeﬁ
except maybe goodwill. Ghanalans who previously regarded these vocations
as wmean clamoured for them in the wave of economic problems that had engulfed
them. There were practically no capital transfer problems. There are no
data on relative efficiency lost or gained but given the type of technology
involved that would not be much, though there has been a well-known general
deterioration of retail trading with the departure of the almost. legendary

"Maame Alata" - the Chanian designation for the Nigerian petty trader.
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The estimated book vslue Sf foreign assets in seven mining and timber
operations in which the Government took 55 per cent shares in 1972 was at
¢27,668,456, of which ¢17,118,158 and ¢10,550,298 belonged to the mining
and timber companies respectively.21 The 55 per cent of shares purchased
by the Government were to be paid for over a period of up to 5 years. In
essence the companies were asked to lend ¢15,219,622 to the govemment at
2}s per cent interest rate. Repatriation of repayments was guaranteed.

i

The implications are obvious. First the 2% per cent rate of interest
was well below the going rate of interest on time deposits as well as alf
other saving deposits which in 1972 were between 7% and 8 per cent. Bank
lending rates ranged between 1l and 14)% per cent. Taking the minimum rate
of 7% per cent there was a net loss of 5 per cent or a little over half a
million cedis in interest alone in the first year and ¢242,000 in 1977 after

three annual payments. As a whole it is estimated that interest payments

loat alone will ampunt to about ¢2 million.

The underestimation by means of using book value figures will be
at least half the paymeunts, though the double digit rate of inflation means
the actual underestimation could be in the neighbourhood of more than 100

per cent.

The pame conclusions emerge by looking at the 1975 investment poliéies
whereby the non-mining sectors (with the exception of the Volta Aluminium
Company) were partly Ghanaianised. The book-value of published accounts of
the enterprises as at the end of the financial year ending in 1974 was used
as the basis for assets valuation., Manufacturing enterprises whose return
on employed capital averaged 15 per cent or more over the preceding five
years were to be allowed a six per cent inflation premium. [19] Goodwill
was generally discounted. Where the above-mentioned procedure led to

negative figures, 10 per cent of the "nominal value" of the shares of limited
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liability companies or 10 per cené of the capital contribution in the

case of un-incorporated bodies was taken as the relevant valuation.

Out of a total of 295 companies and enterprises affected, 12 estab-
lishments (plus a further one which had voluntarily gone public) with
"reserved capital" excegding ¢500,000 were made to issue public shares to
Chanaians. Thus 22,898,958 shares valued at ¢34,068,054 were sold in this
mghner to State, Public Statutory Corporations and the Ghanaian general
public in the case of the 12 companies. The official supervising committee
had to approve the shares valuation. The Investment Policy Implementati&ﬁ
Committee at the end of 1977 had supervised further private offers of
12,184,486 shares to the tune of ¢25,215,398 in 130 limfited liability companies
and ¢1,725,142 in un-incorporated enterprises. A further 12 small scale

enterprises were referred to the Ghanian Enterprises Development Commission.

Table IV summarises the activities of the Committee. The total of
35,083,444 shares valued at ¢61,008,594 had been sold and transferred to
Chanalans in 161 establishments with 12 more yet to comply. These do not
include a further 107 generally small scale operators but include CFAQ
Limited, a French Multinational, which went public just before the legislation.
It is estimated that about 20 per cent of purchases were represented by
the 107 firms. A total expenditure of roughly ¢72 million would be involved
altogether. The Government and local financial institutions formed a
company, National Trust Holding Company, to purchase the assets of a few
foreign shares for which the Committee had not been able to arrange private
purchase by the end of 1976, the officilal deadline for implementation of the

scheme.

Using book valuation of assets, it seems that ¢l6.5 million, ¢15.2
mlllion and ¢72 million were spent by private Ghanalans, indigenous firms

and State and para-governmental institutions, on acquiring the assets of
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foreigners under the 1968-71, 1972 and 1975 legislation respectively. This
represents about a one hundred million cedi - investment (U.S. $85 million).
A conservative estimate of undervaluation of ¢75 million ($6;) was lost

to the foreign operators. If account is taken of the earning capacity of

thé assets over a reasonable period the rate of undervaluation may be higher
hence our conclusion that the compensation was neither adequate nor equitable
in the economic sense.22 However, the issue of the opportunity cost of

investing that amount in going concerns is different.

There are three aspects of the opportunity cost of the resources of
about ¢100 million between 1968 and 1976 committed to economic nationalism
which we would like to touch briefly. These include the domestic resources cost,
the forelgn ‘exchange cost and the diversion of limited local entrepreneurial

resources to existing business.

4.2 Domestic Resource Cost

There is every reason to believe that the relative domestic
resources cost to the economy in acquiring DFI assets would be negligible.
It has already been mentioned that the use of book value to evaluate assets
meant almost halving thelr commercial values. The second factor is that
indiscriminate deficit financing by the Government and unprecedented money
creation has meant that inflation in Ghana from 1975 to 1978 ranged between
50 and 150 per cent per annum.23 Under such conditions ¢100 million is of

24
even further reduced consequence to an economy.

Contrary to the view prevalent in the development economics literature
about a lack of savings in less developed economies, Ghana has had a
consistent. history over the past decade of banks having excess liquidity.
The commercial Banks, for example, have always had liquidity ratios of twenty

per cent and above the official minimum. In 1974 the statutory requirement
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was removed probably because of its ineffectiveness. {41

In any case, except in very few cases where the prospects of the
companies were in doubt, the policy implementation committees had a problem
of allocating shares to enthusiastic buyers, including the state itself,
rather than finding purchasera.25 Hence it is the forelgn exchange cost
that demands closer att;nticn. This is especially so if note is taken of
tﬁe fact that the benefits of‘DFI are often erroneously ¢easured solely by.
1ts direct forelgn exchange contribution.

s

4,3 TForeign Exchange Implications

There are two issues involved in the foreign exchange implications:
namely the transfer of the acquisition price; and the effect of the policies
on future inflow of DFI. Against these must be set the otherwise profit

and other repatriations which should fall with the reduction in foreign

ownership.

(a) Transfers

The 1968 and 1970 legislation involved virtually no capital transfers.
With respect to the 1972 CGovernment acquisition of 55 per cent interest
in large scale Mining and Timber companies, the Government has ensured
that the purchase price and 2.5 per cent interest on it is repatriated in
5vyears. This warks up to a total of about ¢15.5 million. But compared
with expected net savings in other transfer costs, the scheme amounts to a
huge forelgn exchange saving for the economy. With the exception of one of
six major companies involved, all the firms made substantial profits between
1973 and 1976. The gross profits over the period amounted to ¢92.72 million
though two timber companies incurred a loss of ¢6 million in two of the

years. If we take the aggregate net profit of ¢86.72 million and take account
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of the fact that 55 per cent would have accrued to the State in the form
of corporate taxation anyway, the extra profits eamed on the Governments
55 per cent share works up to ¢21.5 million. Most of the profits came
from a gold mining corporation. This figure far exceeds the acquisition
price plus interest of ¢15.5 million. Given the priority afforded to
exporting companies forvthe transfer of profits the ¢21.5 million would
have been transferred. The Government over a period as short as 4 years
théﬁ recovered both 1ts capitai investment and made a net_profit of about
33.3 per cent at a time when the acquisition price had not been fully paid.26
It is expected that at least 50 per cent of the profits of the
companies can be maintained over the next 10 years. The foreign exchange
gains of the 1975 participation are therefore substantial and the picture
would not be much different even if an economic price had been paid for the

shares.

It i8 difficult to be positive about the 1975 participation programme.
0f the ¢61 million27 GChangian acquisition ¢53 million were judged repatriable
by the supervising committee. Assuming the Govemment would honour the
transfer we can only infer that that compares favourably with ¢167 million
outflows associated with DFI (Table VIII) over the period 1962 - 1976
plus a backlog of unrepatriated profits of ¢134 million. Of the transfers
in Table VIII ¢44 million were profit and dividend transfers which, when
added to the backlog, give a staggering figure of ¢178 million in an
economy which has experienced practically no new investments since indepen-
dence.27 The participation of CGhanajians in DFI of between 40 and 60 per
cent will at least halve such repatriations. The immediate foreign exchange

gains in the indigenization and participation scheme therefore cannot be

disputed.
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(b) Future inflow of new DFI

In theory one would expect economic nationalism to discourage new
investors. In the past, apart from an aluminium smelter in 1962~65 and
oil prospecting investment, new inflows of DFIL have averaged under ¢5

million per annum.

This is no doubt a very small amount, the loss of which would be
1;éonsequential. But to forestall even that possibility,. the Government,
concurrent to the 1975 participation, began to set up an industrial free
zone for export oriented foreign manufacturing companies, room for "

traditional and import substituting industrialization having become very

limited.

Ghana, it seems, would still need foreign assistance in developing
its alumina and some few large scale projects which hold much promise for
the economy. But once again special arrangements along the lines of the
smelter giving generous concesslions and government guarantees could be
employed. On the question of future inflow of DFI, one can only conclude
that, if the past is any guide, the expected loss will be small and that
special incentives can be made to cover the cases of large scale investments
in oil and alumina and export -~ oriented manufacturing which the Government has

already begun to do.

434 Employment of Chanaians and Operational Efficiency28

Digtinction would have to be made between high level and technical
manpower, and other employees. Forsyth and Solomon [11] found that foreign
sperators were more efficient in economizing on “scarce" technical manpower
in Chana. To the extent that their results are right, two issues follow.

The future expansion of business largely by indigenous entrepreneurs could
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lead to less employment of unhkiiled workers and inefficient usage of

\ )

technical and high level manpower. Their findings are, however, short of
comprehensive. The fact that foreign firms are relatively older than

29
Chanaians' alone could explain their conclusion.

With regard to the actual firms in which Ghanaians acquired part
of the shares, technicai management was left in the hands of the foreign
*pgktners. Begides management'fees which now have to be pald in few
circumstances such as the mining and timber firms, one cannot envisage
any drastic changes in operational efficiency. Transfer pricing may ¢
however increase where the foreigners control external transactions.
Neither would the training policies of local personnel be expected to change.
In most cases Ghanaian deputies have been appointed. to important positions.
Opportunity for the nationals to learn from their foreign partners has

therefore increased.

Whilst one can only speculate about firms in which private Ghanaians
took shares, there is no doubt that where the Govermment acquired 55 per
cent of the shares, the rate of employment of Ghanalans and their training
has been speeded up. In such cases the Government appointed the Deputy
Managing Directors and had majority representation on the board of Directors.
But more importantly, the companies were made to adopt Ghanaianization of
top level manpawer.and the result of this in the biggest company, Ashanti

Goldfields Corporation (AGC) Limited, is illustrated below.

Ghanaianization of Senior Staff at AGC Ltd.3o
Year Expatriates Ghanaians
Number Percentage Fall Number Percentage Increase
1972 132 160
1973 117 11.47% 193 20.67%
1974 93 20.5% 245 27%
1975 91 2.2% 275 12,32

1976 88 3.3% 288 : 4,32
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The table above shows a rapld fali in expatriates by 33.3 per cent whilst
the number of senior staff Ghanaians nearly doubled in five years. This
trend had not prevailed before the Government participation in 1972,
Besides, the company was sponsoring 9 university students and 80 technical

3
college candidates for future employment in 1976, 1

4:5 Control

The policies of indigenization have been aimed at transfering
control of business to Ghanaians. In connection with the small scale )
businesses, which were either confiscated or purchasad over the 1968-71

period, this objective was largely achieved. There were a few exceptions

of foreigners using Ghanaians as front-men to cover their alien ownership.

When the rest of the programme is examined one cannot be sure that
the same results were achieved by the subsequent legislation. We noted that
technical management remained in the hands of the foreigners in the case
of the 1972 Government participation in mining and timber operations. In
most of the other cases the Ghanaian participation of 40 - 60 per cent was
spread over several individuals and local companies. Effective control
therefore remained with the foreigners. The major and possibly the only
achievement would be an opportunity for the interested Ghanaians to take a

closer look at how foreigners do business.

The fepresentatives of the Chanaian shareholders including the
Government are either inexperienced or former employees of those very foreign
companies. They are therefore not likely to have the technical competence
to superintend the forelgn management or may“still keep their allegiance

to the one time employers in the case of the latter.
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Summary and Conclusions

A prominent characteristic feature of economic policy in Ghana since
Independence on 6th March 1957 has been the rise of economic nationdalism.
By 1975 legislation had been passed closing virtually all sectors of the
ecorioty to fully foreigq owned operations. The economic nationalism which
started with increasing expropriation of the output of DFI in the early
a:{'xties, passed through complete indigenization of small scale industries -
at the turn of sixties to eventually forced participation of
Chanalans in all DFI operations. The only exception was a glant aluminium
smelter which was set up under special arrangements with the involvement
of the United States government., The fact that the fifties were largely
free from open nationalism against DFI may be largely attributable to the
healthy balance of payments position, the unburnt fuel of pre~independence
political nationalism and the exeréise of British overlordship. Alsoc there
was 3 belief in the general economic philosophy that DFI had a role in
contributing to the economic development of the country at least through

its demonstration effect on local operators.

The economic problems of Ghana which gave rise to the anti-foreign
policies were partly due to the country's own economic mismanagement,
especially the adoption of rapid industrialization through import substi-
tution based on foreign inputs; inability to restrain demand for foreign
goods; the failure to expand and develop new export industries; and the
collapse of the food production sector through neglect. Nevertheless the
characteristics of foreign operations were themselves a significant

contributory factor to this phenomenon of economic nationalism,

0f the characteristics of foreign firms in CGhana the following
are particularly significant. Foreign companies dominated the modern

sector at Independence. This pattern continued into the seventies despite
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the relative improvement of Ghanaian shares in all sectors. British
investments still constituted about half of all DFI thus giving the impression

»f colonial dependency.

In response to restrictions on repatriation of profits, the
availability of cheap domestic finance, and increasing tariff protectiom,
foreign investors ploughed back their profits, especially from high returns
);Htrading, into establishing import-dependent manufacturing industries.
ss such size of DFI continued to grow without any evidence of foreign

axchange inflow into the economy. Their dependence on foreign domdnated'

bank loans was also significant.

In the face of chronic and persistent balance of payment deficits,
backlogs of unrepatriated profits on foreign investments .and transfers

asgoclated with foreign business became too exacting on the economy.

The net result of all these was forced sale of small foreign business
between 1968 and 1971. Between 1972 and 1975, further pieces of legislation
sere decreed which transferrxed 40 to 60 per cent of foreign assets to
Ghanaians at book values. Coupled with restrictions on repatriation of
capital and low interest rates, the effective price to the economy of the

acquisitions was at least halved. The domestic resource cost was therefore

reduced to only about ¢100 miliion.

It has been argued from the small rate of new DFI inflow, even
without in&igenizaticn, and the heavy repatriation otherwise associated
with DFI, that the domestic resource cost was not only negligible but that

there will be a2 net saving in foreign exchange through the policies.

At the game time the expected loss in operational efficiency has

not been significant, because technical management has.largely been left
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in foreign hands despite their minority share holdings. Transfer pricing ™
may, however, increase but that may be a price to be paid for ché 1ncieé§£d

ot

training and employment of Gharaians.

P - -5,-_;s bl .
Notwithstanding the foregoing incidental benefitsof economic -~

x . X

natipnélism, the stated.objective of "transfering the commgndiﬁg heights
of the economy" to Ghanalans is far from realised. Effective managerial

control is still in foreign hands. This in some ways would limit the

C

« ot b . : [ » ; L
engagement of the limited entrepreneurial skills in thie economy in existing
oy §4

industries.
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Table V: Value of Capital Acquired by-Ghanaians under the Investments Policy Decree,
1975
1 2 3
Number
involved Value of Capital
Total Foreign in Capital Acquired b
Industry Companies sold (3) Ghanaians ¢
A Timber and Sawmills 51 21 668,819°
B Petroleum Distribution 5 5,286,789
C Cinema and Amugements 10 159,141
D Textiles and Garments - 43 23 5,271,701
E Assembly of Motor Vehicles 6 4 1,516,151
F Banking and Insurance 7 7 5,710,856
G Breweries and Distilleries 7 4 7,789,173
H Pharmaceuticals and Cosmetics 24 19 2,485,581
I Paints and Varnishes 3 274,376
J Agencies for Machines 8 1,924,608
K Footwear 4 175,610
L Motor Workshops 24 7 128,487
M Household Electrical Equipment 2 1,900
N Shipping and Clearing 2 246,009
0 Plastic and Rubber Products 17 11 1,250,062
P Soaps and Detergents 2 950,000
Q@ Aluminium and Metal Products 421,365
R Wire, Nails, Bolts and Nuts - -
S Commercial Enterprises 21 16 15,356,666
T Milk, Flour and Salt 3 2 1,356,666
U Miscellaneous 16 10 9,881,923
TOTAL 280 161 61,008,594

1. One large textile company which sold assets (60%) to Ghanaians just before
the decree was included in the total estimates.

2. At book wvalue.

3. Excludes larger 5 companies.

Source: Investment Policy Implementation Committee files
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Table V (cont'd)
4
Estimated total book
Industry values of companies
' in column 2

¢ 1,945,358
12,944,340
418,446
26,628,842
3,730,378
15,023,390
15,585,236
3,956,418
620,772
3,396,394
351,220
410,676
6,500
605,022
2,645,212
5,090,000
1,139,900
38,955,756
10,755,728
18,390,882

&H ®we X o v oZR MR LGHDOEEY O0® R

TOTAL 162,000,470
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FOOTNOTES

See Sewan-Schreiber [31]; Breton [8] and Levitt [22] for Canadian
cases; and Brash [7] and Penrose [28] for Australian
examples.

Baklanoff [2].

The objective of "control" by Ghanaians implicit in the policies of
the sixties was explicitly stated in the policies of the
seventies. See Government of Ghana [18], [14], [15].

Breton [8] and Johnson [19] discuss the theory of economic nationalism.

Compensation may be partial as a result of foreign assets being
acquired at book values, delay in payment of purchase price
and/or restrictions on capital repatriation.

This may occur if foreign operators are more efficient than nationals.

See especially Government of Ghana [17].

Lewis [23], extracts to be found in Meler [25].

The extent of Nkrumah's ambivalent policies towards DFI is seen in
the fact that scon after enacting the Capital Investment Act,
1963 (141) to attract DFI he published a strongly worded

The Companies were Commonwealth Trust Limited (British) and
A.G. Levents Ltd. (Greek).

1962/3-1963/4 Financial years.

The Ghanaian currency cedi (¢) fell progressively through successive
devaluations in July 1967 December 1971 and revaluation in February
1972 from the equivalence of US$l.4 in the early years of
the period under study to US$.8696 in 1975. &stg. 1 = ¢1.00
has been applied throughout the paper.

The supervising committee of the 1975 legislation was called the
Investment Policy Implementation Committee.

The view that tariff barriers at least precipitate the decision by
foreigners to establish local non-trading subsidiaries 1is
widely supported in the literature. [e.g. 35]

Pearce [31] records that in 1971 British Investments in Ghana amounted
to ¢146 (£73m). Given that the most optimistic estimates of
total DFI in Ghana in 1973 was ¢397 (OECD[29]) the estimated
UK share of 50 per cent in 1970 is fairly accurate.

See gection 3.2, Finance.

The tendency of foreigners to rely on local finance is often the rational
response to host country restrictions on repatriation of profits

coupled with negative interest rates.

Two representative works are MacDougal [24] and Baran [5] for orthodox
and Marxist views respectively.
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Appendix VI,

Source: Feasibility studies submitted to GCovernment agencies dealing
with DFI in Ghana.

Source: Ministry of Lands and Mineral Resources. The foreign owners
valued their assets between 2 and 7 times book values accepted
by the Ghana Government.

Some writers justify confiscation on the basis of colonial exploitation
and economic imperialism. As far back as 1955 Brofenbrenner
[9] sought analytically to demonstrate the effectiveness
of confiscation as a means of economic development. Despite
his Russian and Chinese examples his conclusion rested on
the shaky proposition that the host country would convert
conspicuous consumption of foreigners and transfers associated
with DFI into capital formatiom.

Estimates by the Bank of Ghana, Central Bureau of Statistics of Ghana
and the International Monetary Fund's International Financial
Statistics, May 1978), conform to this range.

Money supply in Ghana is estimated as doubling in two years between
1975 and 1977. The Government deficit financing was a major
cause of the inflation. The 1976-77 Budget Statement (p.l)
opened with a self-confession by the Government as follows:
"The Govermment ... once more resort(ed) to the banking system
for the financing of its expenditure. This led to a high
increase of 36.6 per cent in money supply in 1975."

The Investment Policy Implementation Committee reported of over-
subscription for shares in majority of the companies. The
apparent execess ~ liquidity in Ghana is due to the foreign
exchange constraint on the economy especially with the system
geared towards import dependence.

Information presented in this paragraph came from the annual reports
of the companies concerned and other material available
within the Ministry of Lands and Mineral Resources.

107 small enterprises are not included in the figure.

Operation characteristics of DFI as comapred with local enterprises are
the subject matter of another study.

Forsyth and Soloman's study [25] is yet to be confirmed by other
studies. However the fact that they did not find any
statistically significant difference between the scale DFI and
local operations is open to question. Their use of "technical
personnel" to include clerical staff implies that a "messenger"
(who posts letters) is classified as skilled which an operator
may not. The study mentioned in 28 above will deal with these
issues in detail. '

Source: Annual Reports, 1972-1976, Ashanti Goldfields Corporation Ltd.
(AGC Ltd.).

Profitability of A.G.C. Ltd. rose sharply after the Government acquisition
but that was due mainly to trends in world gold prices. Output

actually declined.
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