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By Dr Bjorn Lomborg and
Prof. Peler Quartey

VEN with Ghana's
Inypressive economic
growth in recent times,
the country’s induntries
still lag behind the
senvices seckor in ity
oontribution to both Gross Domestic
Product (GDP) and enployment.

Ghanaian manufacturers struggle to
overcome the difficalties posed by
Infrastructure problems, informaliny
and the lack of sldlled labour and good
mEnagemenl practioes,

Financial constraints, high cose of
doing business and difficulties to acoess
credit alsp make growth harder for
companbes of all sizes,

Ghana needs o elld up i indusery
o ot overall growth for the long
term. The government can help catalyse
this transformation, but public
resouroes e lHmited, and s olten
difficult to assess where increased
epending will do the most for overll
development and well-being.

Ghana Priorities

Ghand Priorities, a collaborstion
betwesn the National Development
Plannlng Commiselon and the sward
winning think tank Copenbagen
Consensus, commissioned 28 teams of
renenw e ecobomists fo find eut which
policy propesals will do the most good
lor ewvery cedi spent_

With the suppon of numerous
experts across all levels of society and
pvernment, the reseirchers studied the
st cost-effective measunes o
improve lives and boost growth. The
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Industrial transformation
for growth, development
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results of this project are now published
foer all Ghanaiana.

To transform Ghana's induseraal
sector, Prod. Peier Quartey, Dy Festus Ebo
Turkson, Daniel Chachu and
Mawuemyegs Makafui Butu from the
University ol Ghana, together with
Emmanue] Abbey from the African
Universities Alliance analysed & series
of mterventions designed to tmprove
profitbility, economic growth and
emplayment.

Management practices
Improving management i ane
solution. A survey of 33 natlons finds

BCR Summary Table
interventions Benefit per firm Costper firm | BCR
e b Bne) L {GHE o
Managemeant consultants for large 9,581,100 1,613,400 59
manufacturing enterprises
Management training for medium-sized 65,726 6,876 2.6
ms____ 3
Capdtal grant for micro enterprises 5,263 752 7.0

Benefit per year Cost per year

— == {GHe, || {GHC, millions) |
Doubled general RED Spending 1800 1200 15
Credit reference bursau B9 5.9 11.7
Reduce industrial electricity tariff 988 534 18

Note: All figures assume an eight per cent discount rate
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Ghana’s average managerial soome close
to the bottom.

But several studies sliow thar if the
govmTnmenl oy Tor comesult iy
servioes, it can significantly bmprove
factory operations and processes in
areas such as quality contol, human
resources, inventory and sales:

The sverage costs and benefits for
medium-sized companies are based ona
randommised controlled study in Kumasi,
and for large companies it relies on
similar duta from tndia

The cost lor management consulting
s GHieLs millon per large company
and GH&T000 for medinm-gized
cormpan bes.

But guch Manage el (Taining can
bselp businesses grow und Inooine more
profitable. it can increase Ghansan
profits in larger companies by GHel0.5
million for the inial siv years,

For medinm-sized companies, the
benefits of consulting in the foit year
abmse warte estionated af GHEM 000

Every codi spent by the government
on lmproving management practices
wontld, thus bring a retumn six times
higher than the original investment for
large enterprises, and alimost 10 tines
hagher for inedivm-sized compunies.

Consulting could also havea
aplllover elfect on athar local firms that
would see their growth and
productivencss increase by
implementing these improved
Imanagement practicoes.

Finance for companies
Acvess (o crexdit s another crucial
Facton for privaie businrsses and
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eruninies.

Financing lor companies could be
promoted in Ghina by ensuring better
survedllnnee of the credit referencing
system, better address systems,
improving the quality of information
avadlulde te lenders and enfomring &
rewands nad sanctions regime.

Better Information reduces risks for
lenders, and as a result mare credit
becomes availahle ot 2 lower interess
rate, This will help Ghanaian companies
miake the necessary imvestments to
grow und kmprove.

The researchers discovered that the
priwvision of better information in the
credit system would cost OHes million
peryear, but the benefits in credit
vadlability and cost could reach GHemo
milllon per year. Bvery ool spent would
create niarly GHe12 worth of benefits o
society,

Research and development

The researchers also looked ac
doubling public spending dedicated o
research and development (R & 1) from
04 per cont to 0.8 per cent of GDT, or by
GHe12 billion.

Investment in R & [ hos been one of
the most important sources of
eromarmic growth in many developed
rountries in recent times, and o could
have a big impact on Ghana's industrial
secior,

Ewery cedi spent could generate
benefits worth GHe1.5 to 1.5, boosting
economic growth by ot lenst 0.6
percentage points peryear if spending
on I & O is dowbled

Manufacturing sector

The manufscturing sector could alsy
reveive o significant boost [rom grants
o small businesses and from reducing
the cost of electricity for industries.

The researchers found that subsidies
for electricity could ereate profits for
the companies worth 1.8 times the
eriginal imestment, while providing
capital grants to selected micre
enterprises were estimated to generite
# beneflt of GHe? for every cedi spent.

Indhasrtial tranaformation has been
the main source of growth and
employment creation for many
advanoed evonim e,

In ordier to maltneain and lncreass
the priomislng levels of growth of recent
years and provide well-heing for all jos
citizens, Gthana needs o trnnsform jts
industrial sector structurally,

These interventions could point the
way to the Implementation of Ghans's
current 16-Point ndustrialization
srrategy which when well
implemented, could provide the much:
needed development for the long term

The writers are President of the
Copeihagen Consensus and Professo
in rhe bnstinare of Stadbetical, Soclal and
Economic Research af the Universiny of
Ghana, respectively



