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Preface

The concept of "labour market flexibility and emypleent security” (also called
"flexicurity") was originally used for industriakzl countries and applied to them. Since the
characteristics of transition economies are noy dferent from those of advanced countries,
the very same notion has been extended to theneksTwe interest in this topic has emerged
due to the fact that in the past two or three desathe remedy for rising unemployment has
been sought by increasing the flexibility of thédar market. However, this has often been
done at the expense of a considerable reductiamikers’ protection.

In developing countries, where labour markets téodbe very flexible and the
enforcement of workers' protection weak the notioder consideration needs to be adapted. A
largely prevailing informal economy, a predomingteygricultural sector employing most of the
labour force, self-subsistence activities and a wnall State budget are among the principal
characteristics of the economy of developing coestrin particular, the large size of the
informal economy and of agricultural labour deteres a high degree of flexibility which is not
compensated by measures targetting workers' pratectThat is why the concept under
discussion for this study on Ghana and for develptountries in general, ought to be
reformulated as follows:

A good balance between labour market flexibilityl @mployment and income security,
acceptable to both parties involved — employersvamikers, is achieved when labour input can
be easily and quickly adjusted to the needs ofualo@mand by assuring, at the same time, a
reasonable level of protection for workers. Thedabce is obtained not only through an
appropriate legal framework (which in developingicties de facto applies only to a very small
section of the economy), but also and especialipuilfh sound social dialogue and well-
functioning labour market institutions. In additjathe development of effective labour market
policies is of the utmost importance both to img@mployability of workers and to assist in
their re-employment. Labour market measures are ®ded to assure a decent income to
workers and households in periods of joblessnedsamings loss in order to alleviate poverty.
Such measures also provide labour with the deskdts and adaptability and facilitate the
match between labour demand and labour supply.

In the case of developing countries in general @n@hana in particular, the notion of
"employment security" ought to be broadened smasdude household income security, given
the high proportion of the population involved ubsistence activities, especially in rural areas.
In addition, the labour market policies which avéoe considered include public works, training,
employment services, labour mobility, and credit jooductive activities and job creation. In
industrialized countries, labour market policiese &anded by the State budget. In the case of
developing countries, due to the small State bydgahy labour market measures are financed
by international donors and NGOs. To analyze empbyt security and household income
security, income transfers that compensate logsufings are to be taken into account, although
in developing countries, due to the small Stategetidsuch policies may be largely insufficient.
That is why risk management mechanisms, such asgsavunsurance, public works and credit
for productive non-agricultural activities are pewtarly relevant as substitutes for income
transfers that compensate loss of earnings.

The present study on Ghana is being undertakeminagn ILO project on flexicurity,
which has already been implemented in four indalsted countries and five European transition
economies and resulted in two monographs (Auerkd&mployment stability in an age of




flexibility: Evidence from industrialized countrieh O Geneva 2003, and Cazes/Nesporova,
Labour markets in transition: Balancing flexibilignd security in Central and Eastern Eurgpe
ILO Geneva 2003). The objective of this seriestafies is to provide policy recommendations

aimed at establishing a good balance between lalmauket flexibility and employment and
income security.

Azita Berar Awad
Director
Employment Policy Department
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Chapter 1: General background and justification
1.1  Introduction

Ghana was the first sub-Saharan African countigaia independence in 1957. Ghana, formerly
called the Gold Coast, was a very successful Africauntry whose economy depended on primary
commaodities, mainly cocoa and gold. At independgetioe government decided to adopt socialism and
laid down the basis of Ghana's current industmiditastructure. Poor macroeconomic management,
coupled with a series of military coups, which wdrin 1966, led to economic decline in the 197% a
early 1980s. In 1983, the government launchedsttenomic Recovery Programme (ERP) followed by
the Structural Adjustment Programme (SAP) to redtlme macroeconomic imbalances and put the
country on a sound footing. Multiparty electionsrevbeld in 1992, after a new Constitution was aeldpt
Although Ghana has twice the per capita outputamfrer West African countries, its poverty level is
high, but decreasing.

The size of public administration has been conaldgrreduced since the mid 1980s through
retrenchment and redeployment exercises. Thisdtbla remarkable increase of the informal economy
Informal employment reached about 85 per cent tafl teational employment in 2003 with a large share
of the labour force operating as self-employed. iMum wages fell considerably and income
differentials widened after the redeployment exsar@nd unemployment became a problem. In addition,
privatization has led to a significant reductioneimployment, especially in the large and mediunfesca
enterprises. Furthermore, liberalization seemsaeehdetermined a number of constraints for SMEs,
which are a major employment generator in the agunt

Agriculture is the main economic sector and hadrdmrted between 30-45 per cent to GDP over
the past two decades. Its high dependence on weathies its performance unpredictable. Services is
the second largest economic sector and is showingcaeasing trend in terms of contribution to GIP.
contributed about 44 per cent to GDP in 2003 frdrouh 28 per cent in the early 1990s. Ghana has a
relatively broad and diverse industrial base. Mantufring is the largest contributor to industriatput
followed by construction, mining and quarrying. Tindustrial sector has registered an increasinire
especially in the mining sub-sector.

Essentially, a largely prevailing informal econormaypredominant agricultural sector employing
most of the labour force and a very small Stategbtidor social protection, are among the principal
characteristics of Ghana’s economy. An economy wiith characteristics is likely to present a hayfel
of labour market flexibility and employment inseityiat the same time. It is in such a context that
notion of flexicurity needs to be considered motesely. A good balance between labour market
flexibility and employment and income security, egtable to both parties involved — employers and
employees — is achieved when labour input can kéyeand quickly adjusted to the needs of labour
demand by assuring, at the same time, a reasoleakleof protection for employees. A well functiagi
labour market and a decent level of flexicuritylviélp create more decent work and increase poverty
reduction, which in itself could stimulate growth.is against this background that this study aims at
providing policy recommendations for ILO constitteeand policy makers.

The report has ten chapters. Chapters 2 and 3atesgg, discuss the economy of Ghana in
relation to labour market developments and thatirnigtnal framework in the labour market. Chapter 4
discusses social partners in the labour marketchiagter 5 details labour relations in Ghana. Social
security systems and risk management mechanisndismessed in chapters 6 and 7 respectively, while
chapter 8 elaborates on labour market programmesues of labour market flexibility and employment
and income insecurity are discussed in chapterh@. [Ast chapter concludes the paper and provides
policy recommendations.




1.2  Methodology

The approach to the study was multidisciplinary amegrated, employing a combination of
economic and legal analytical tools and methods itheblve qualitative and quantitative data analysi
technigues to assess the degree of labour maekéhifity, employment and income insecurity. Thedst
made use of both primary and secondary data.

The paper extensively relied on secondary dataces from the 1984 and 2000 housing and
population census, the third and fourth round$hef&LSS and the first and second rounds of the CWIQ
survey, all published by the GSS. Other secondatg @as obtained by assembling relevant literature
from published works in the form of books, magagijnarticles and other relevant publications. In
addition, letters were sent to the relevant stakishie in the labour market requesting copies df téor
evaluations and reports relevant to the assessofelatbour market flexibility and employment and
income insecurity. Such institutions included théCl GEA, MMDYE, NLC, and DSW, Ghana National
Association of Teachers, LD, SSNIT, NBSSI, Ministfgr Private Sector Development, MDPI,
Parliament of Ghana (Hansard) as well as otheehtalers in the labour market. Data gaps emanating
from the initial review with respect to labour matKlexibility and employment and income insecurity
were addressed in a small sample surt@yhich we now turn.

The survey contained 97 questions covering varieggsarch areas. There were generally two
ways of soliciting responses: objective questiohat tasked respondents to rate improvements,
performance or effectiveness of institutions oiirthetions; and questions that asked responderist @
set of activities, measures or outcomes. Whereaauired, a rating scale of 1 to 5 was employed With
being the least and 5 the highest. Ranking wasstehding order of relative importance or influence
Most of the questions were closed to allow for @stescy of responses and easy analysis of reduts.
simplify the overall format, the 97 questions wertdsequently grouped under 7 sections to cover the
broad scope of the study. Preliminary work wasedprior to the main survey (for example, a pilot
survey and training of enumerators).

After initial internal consultations with colleaguieand stakeholders in the labour market, the
questionnaire was piloted using a sample of pudniid private informal employees. Respondents were
invited to answer as many questions as they pgssitlld, skipping those they believed they had no
knowledge of. This approach helped us to gaugéirttes needed to complete the questionnaire, to asses
the clarity and the level of difficulty of the quiems, and gave each team member an opportunity to
comment on the interview process.

The questions were subsequently revised for camesse It was also realized that the expertise,
knowledge and capacity to monitor and evaluatecjgdj as well as the institutions and processéleof
labour market, differed among the respondents; sbeieg more speculative than others. Therefore,
selection of stakeholders had to be informed byrdatity on the ground that at the community level
some respondents may not have the expertise dntheledge to make informed assessment of the key
aspects of the labour market. Providing good tnajtior the interviewers helped solve this problem.

1.3 Sampling of respondents

The main survey was conducted in four regions: t@reaccra and Central in the southern sector
of Ghana, Ashanti in the middle belt and Northe&wgion in the northern belt. Rural and urban setieis
in the regions were interviewed. The urban townduiled Cape Coast, Accra, Tema, Kumasi and
Tamale. Certain districts, which have been desgghas rural, were selected for the survey. These ar
Gomoa District and Agona District (Central regior3a-Dangbe West District (Greater Accra),
Bosomtwi-Atwima-Kwawuma District (Ashanti) and Kwsagu-Savelugu District (Northern). Sampling

! Results from this survey are unlikely to provigtimates of high quality due to the small sampte sit is only
meant to serve as a guide.




of respondents was based on clusters, represeptamvhs/villages in the selected districts and tewn
Distribution of the sample was based on the ad#lieur force in the regions as documented by ti® 20
population census.

A total of 16 undergraduate students from the Unsitee of Ghana undertook the survey with
four field supervisors. Two interviewers were assidj to each city/district to administer the
guestionnaire. A training course was organizeditffier interviewers to instruct them, inter alia, twe t
level of information that constitutes an adequasponse to each question. The questionnaire was
designed with sufficient flexibility to ensure thietegration of unanticipated but yet, revealing
information that arose during the implementationttaf fieldwork. Face-to-face interviews were used.
Interviews were also conducted with key labour reaikformants to collect qualitative data that cbul
not be incorporated easily or fully into the suriestrument because of coding difficulties.

The sampling size was 409 and the sampling urdttown/village was employees from different
establishments. The data collection process stamtdte middle of May and lasted for a month. Alét
respondents were within the age limit (15 years amle) of the labour force. About 60 per centhef t
respondents’ education level was above secondamjdissecondary school and the remainder below that
level. In addition, 56.3 per cent of the respongemére men and the others women. The survey also
considered location factors. Some 52.5 per cettteofespondents were from rural areas whereaspér.5
cent were from urban areas. Twenty-one per cent wmployees in the public sector and 79 per cent
were employed in the private sector. In additioh6lper cent were in management positions whil8 37.
per cent and 50.5 per cent were in senior staffiamdr staff positions, respectively.

Chapter 2: Labour market developments

2.1  Macroeconomic environment, policies and employm ent impact

The Ghanaian labour market has undergone consldeddianges over the years since the
inception of stabilization and structural adjustin@olicies in the mid 1980s. This was against a
background of persistent decline in economic a@tiwiand the associated fall in the standardsvofdi
between 1975 and early 1983. In April 1983, the @onment of Ghana initiated the ERP and later SAP
as the first in a series of strategies aimed atregng the economic turmoil of the mid 1970s andyea
1980s. The negative economic situation that neta¢sdi the implementation of the reforms was, to a
great extent, caused internally by excessive ppénding which led to large fiscal deficits finaddy
monetary expansion, heavy government interventitm®ugh administrative control of prices,
distribution and import controls and massive expmamef the public sector. External factors, whield to
the economic decline, included severe drought éndhrly 1980s, decline in international commaodity
prices of traditional exports, repatriation of abone million Ghanaians from Nigeria, high interestes
on international financial markets and oil prickdd in the late 1970s and early 1980s.

The reform effort in Ghana, which focused on stasiiion and liberalization, was principally
aimed at introducing a market-based economy angr@ahoting the private sector as the “engine” of
sustained economic growth. Among the most signifieand successful measures adopted were exchange
rate liberalization, fiscal discipline, tighteniing monetary policy, foreign trade reforms, finahcactor
reforms, privatization of State-owned enterprisesestment expansion, price deregulation, continued
fiscal reforms, labour market reforms etc.

After over two decades, since the implementatiothefIMF and World Bank SAPs, the macroeconomic
performance of Ghana has improved significantlye Ttational economy recorded an annual average
growth of — 2.2 per cent between 1975 and 1982ragecannual inflation rate of 64.9 per cent and
balance of payments deficit of $6.8 million. It exignced an average annual growth of 4.8 per caht a
per capita growth of 1.9 per cent from 1984 to 20084act, per capita GDP growth rate improved from
an average of 1.7 per cent between 1984 and 20@%tper cent in 2003 although the real per capita
GDP of $420 in 2001 falls short of the $450 earinet960.




Since the end of 2000, the Ghanaian economy hasesgéd increasing growth as real GDP
growth rate increased from 3.1 per cent to 4.5ceet in 2002 and to 5.2 per cent in 2003 as atre$ul
the improved performance of the agricultural segtbose growth rate has almost tripled from 2.1 per
cent in 2000 to 6.1 per cent in 2003. Also, prudistal management, tight monetary policy stance
initiated in 2001, coupled with the slow pace opmdeiation of the cedi has stimulated the economy.
There has been a deceleration of the year-to-ydlation rate from 40.5 per cent, in December 2G60,
21.3 per cent in December 2001 and to 15.2 perloeitite end of December 2002. Inflation, however,
rose to 23.6 per cent at the end of 2003 due tadjgstments and corrective measures institutetdan
petroleum sector of the economy in February 2003.

As for interest rates, they have been decliningesithe end of 2000 in line with the monetary
authorities’ objective of ensuring price stabilitfhe benchmark 91-day Treasury bill rate has been
decreasing since 2000 as a result of the prudsaélfistance of the government, which has seen an
improvement in the overall budget balance fromficilef 8.5 per cent of GDP in 2000 to one of p&r
cent of GDP in 2003. An important macroeconomiddatbr that has repercussions on employment is the
lending rate by deposit money banks. Since theo#r2®00, lending rates by deposit money banks have
declined significantly from 47 per cent in 200034.95 per cent at the end of 2004. This is expettted
increase private investment and thereby generapéogment.

In 2004, provisional figures indicate that real G@iéw at 5.8 per cent, exceeding the projected
growth of 5.2 per cent. Year-on-year inflation deetl to 11.8 per cent at end-December 2004,
marginally over the target but well below the 2B&f cent at end-December 2003. The cedi remained
relatively stable throughout the year depreciatigga moderate 2.2 per cent against the US dollae. T
domestic primary balance registered a surplus atgnvto 0.7 per cent of GDP, while the overall dretd
recorded a deficit of 3.2 per cent of GDP. Net dsticefinancing of the budget was higher than
programmed at ¢393 billion (equivalent to 0.5 pemtcof GDP) against the target of a net repaymént o
¢1,732 billion (equivalent to 2.2 per cent of GDByoss official foreign reserves were equal to 3.8
months of imports, at the end of December 2004inagthe target of 3.0 months of imports. Interagts
generally declined and stabilized, with the benatkn®d.-day Treasury bill rate falling slightly fro&8.7
per cent at the end of 2003 to about 17.0 per &stails of the performance of the Ghanaian economy
are presented as appendix 2.1.

Figure 2.1. Annual GDP growth rate (%), 1975-2004

Percent

Year

Source: Annual Reports of BoG & Quarterly DigesStdtistics of GSS, various issues

Despite the impressive economic performance, which conferred on Ghana the enviable tag
“success story” for SAP in sub-Saharan Africa (SS#e impact of the various policies under
stabilization and structural adjustment programameshe structural transformation of the economy ha
been weak in the areas of unemployment and povattigast in the short-run, due to the partial and
fragmented nature of the policies (Baah-Boaten§4p0

The structural transformation of the economy hdledabecause Ghana still depends on a few
primary commodities for exports with value addedagriculture accounting for about 36 per cent of




GDP. Ghana also remains highly dependent on dewslnp assistance from overseas due to low
domestic resource mobilization. In fact, Ghana'sredependence on external sources for development
financing has led to an ever increasing externék déuation. The total external public debt to GDP
increased from 41.1 per cent in 1983 to 75.5 pat @@ 2000 and to 111.4 per cent in 2002. The
ineffectiveness of policies and programmes ha®ssly constrained efforts aimed at the developroént
new and better employment opportunities, as welitabe optimum utilization of the Ghanaian labour
force.

The insignificant impact of ERP and SAP on emplogtrand poverty in Ghana can be attributed
partly to the fact that although detailed attentiwas paid to infrastructural development, not much
attention was paid to the social sectors. Furthesnthere was a massive redeployment of labouoth b
the public and private sectors as a result of stlieing government expenditure, and closure of many
import-dependent private firms as a result of gaignment of foreign exchange prices.

According to Baah-Boateng (2004), the existencevade rigidities or labour immobility in the
Ghanaian labour market raises basic questiongiimstef the effectiveness of macroeconomic policies.
This has led critics of the orthodox programme rgue that economic reform measures in Ghana have
failed to create jobs for the increasing laboucéoto alleviate poverty. The reason is that meashase
focused mainly on promoting price stability rathlean on addressing the underlying weaknesses of the
Ghanaian economy. Also, like many other reformingrtries, the initial phase of Ghana’s reform paid
very little attention to the social and legal diraiems of the programmes because it was assumesit, alb
erroneously, that the removal of price distortibmsensure efficient resource allocation would kselit
enhance productive employment and real incomednahg term, thereby reducing poverty.

After two decades of economic reforms in Ghana,ekgected long-term benefits in terms of
employment generation and poverty reduction aretgebe achieved, although unemployment has
declined from 10.1 per cent in 2000 to 5.4 per ¢er#003 and overall poverty incidence reached abou
40 per cent in 1998 after decreasing from 52 per ice1992. According to Heintz (2004), the inalilio
create employment opportunities and to enhanceqttadity of remunerative work restrains Ghana's
limited capacity to translate a record of modergtewth into sustainable improvements in living
standards during the period of economic reformshould, however, be noted that there have been
improvements in several human development indisateer this period. For instance, Life expectartcy a
birth increased from 54.0 years in 1982 to 60 y@a003. Similarly, on average, infant mortaligtes
fell from 88.4 per 1,000 live hirths to 64 per 1000ve births over the same period. Nevertheless,
improvements in the social dimensions of the SAIRsuUgh human resource development, the creation of
more decent jobs and a broader distribution ofbeefits from growth, could have led to better lssu
than those recorded.

2.2 Labour market situation

In the Ghanaian labour market, as in other Afrieannomies, many of the widely used labour
market definitions such as employment, unemploymiafiour force participation, etc. are difficult to
apply because over 80 per cent (i.e. 80.3 perine2200) of the employed labour force, or econothjca
active population, are self-employed in the informeonomy. Nevertheless, various household surveys
and the national population censuses have, toge lextent, attempted to measure these labour market
concepts despite some definitional/ measurementignts linked to the different formats of the survey
instruments used. In addition, the instrumentstfacking labour market trends are not availableann
annual basis. In fact, over the past two decadesistical data on the labour market in Ghana has




consisted of snapshots produced by different ssi/@hich are not comparable in their coverage and
definitions adopted.

The Ghanaian labour market is dominated by thecalfuiral sector which employs over half of
the total labour force. The majority of the econcatl-active population in this sector are self-émgpd
and are involved mainly in informal economic adtesg. Self-employment is predominant in the informa
economy mainly due to the sluggish growth of forerabployment.

There is some degree of imperfection within the rialien labour market as it evidently exhibits
wage rigidities resulting from the strong influensesome institutions. Unionization within the faam
sector has made bargaining for wages very rigiche@aly, public sector earnings are lower than wsage
in the private sector. However, there is greatbrgecurity in the public sector than in the privates.
The national labour market has also been charaetkby an increasing incidence of underemployment
even though open unemployment, particularly amarigeusity and polytechnic graduates, has increased
in recent times. Women's labour force participatiate is slightly lower than that of men. Women in
Ghana are predominantly engaged in unpaid agri@lltabour, in the urban informal economy, or ie th
service and commercial sectors. On average, wonaen kess than men due to both their lower
educational attainment and discrimination

The incidence of child labour is a major problenGhana. It is particularly prevalent in the rural
areas, where the ability to enforce the minimum r@ggiirement for schooling and work, is lackingeTh
minimum legal age for entering the labour markéttis/ears. The 2000 population census revealstbat
number of people aged between 7 and 15 years wih@e@nomically active is about 747,204, the
majority of whom are engaged in agriculture andifig. Also, the 2001 Ghana Child Labour survey
(children aged 5-17 years), conducted by the GSB suipport from ILO, shows that in the 12 months
preceding the interview (usual economic activighput two out of five children were engaged in some
economic activity. As for the currently economigahctive, 31.3 per cent of children worked for
economic gain in the seven days that precededuhveys The survey further indicates that the main
activities in which working children are involvedciude agriculture and trade with many of them gein
unpaid family workers. The main reasons why chitdweorked were to supplement household income
and support household enterprise. In generalystsaldentified poverty as the overriding factoatth
pushes children into active employment.

2.2.1 Population and migration

Currently Ghana'’s population is estimated to bd wedr 21 million. Over the last two decades,
the country's population has grown at a rate otibB& per cent per annum. Table 2.1 shows that in

Table 2.1: Labour force distribution

1991/9: 1997 1998/9¢ 200( 200:
Total population (millions 14.¢ 17.1 17.7 18.¢€
Adult population 15+ (millions) 7.91 10.27 111 -
Labour force/economically active (millions) 6.05 - - 8.21 8.29
Total employment (millions) 5.77 7.6 7.4
Employment (%) 84.8 80.7 76.8 82.1 73.6
Underemployed (%) 10.5 12.5 15.7 6.9* 18.9
Unemployment (%) 4.7 3.9 8.2 104 7.5
Inactive (%) 23.5 26.9 20.1 25.3 27.9

Source:(GSS, 1995), (GSS, 1998), (GSS, 2000a) @B83%), (GSS, 2003)
* Made up of those who had jobs but did not workiniyithe census peith

2 GLSS | (September 1987-August 1988), GLSS Il (Betd 988- September 1989), GLSS Il (September 1991
September 1992), CWIQ | (September — November 1989Z$S IV (April 1998- March 1999), Population Caas
(2000) and CWIQ Il (January — March 2003).




1991/92 (from GLSS Ill) Ghana’s population was restied to be 14.9 million and had 7.91
million adults aged 15 years and above. Some 6.llmof those adults were economically active,
giving a labour force participation rate of 76.5 pent.

The adult population has increased from 7.91 mniliio 1991/92 to 10.27 million in 1998/99. Of
this latter figure, 8.21 million were economicaligtive, giving a labour force participation rate7&.9
per cent. The most recent population and housinguzethat took place in 2000 revealed that Ghana'’s
total population was 18.8 million with 11.1 millioadults. Of the adult population, 8.21 million,
representing a participation rate of 74.7 per cemte economically active. With respect to inatyivi
table 2.1 indicates that there has been an inorgdsend (except in 1998/99), mainly due to edocati
and apprenticeship training, seasonal inactiviydehold/family duties and, to a lesser extent,ag,
disability, infirmity etc.

Table 2.2: Extent of migration by present location and sex (percentage of adult
male/female population)

| Se»
Locetion Male Femalt All
GLSS 1l (September 19¢- September 199
Accre 62.7 61.1 61.¢
Other Urba 56.€ 56.1 56.S
Rura 56.1 55.¢ 55.¢
All 56.€ 56.4 56.€
GLSS IV (April 1998- March 1999
Accre 46.€ 42.€ 447
Other Urba 49.4 51.€ 50.7
Rural Coasal 46.€ 48.% 47.€
Rural Fores 60.¢ 60.€ 60.€
Rural Savanne 452 46.€ 46.1
All 51.4 52.2 51.¢

Source: (GSS, 1995), (GSS, 200p0a

With respect to migration, data from the third dodrth rounds of the GLSS indicates that
migration, meaning those having previously livea ilocation different from their present one, destdi from
about 57 per cent in 1991/92 to about 52 per ceh998/99 (Table 2.2). Across locations, the pribqo of
migrants in rural areas increased slightly fromuati® per cent in 1991/92 to about 61 per certénrtiral
forest areas in 1998/99. Specifically, in 199888 proportion of migrants in the rural forest whghsly
larger (60 per cent) than in Accra and other uinah rural locations. With respect to gender, #tesrfor
men and women who migrated in the 1990s were alicestical.

Overall, in 1998/99, 36 per cent of the adult pagiah were in-migrants and 16 per cent return
migrants as compared to a slightly higher percentdgl0.3 and 16.3 respectively in 1991/92. Inaegl
terms, close to 40 per cent or more of the pomrain the south (Greater Accra, Eastern, Central,
Ashanti, Brong Ahafo, Volta and Western Regionsyenig-migrants. In contrast, in the north of the
country the level of in-migration was fairly lowamgicularly in the Upper East Region where in 1998/
for instance, only about 10 per cent of the popartatvere in-migrants.

When one looks at the overall level of migratidme tontrast between regions in the south and
north of the country becomes very clear. In thee¢hmorthern regions (Northern, Upper East and Upper
West Regions), for instance, about a third or &esmigrants (both in and return migrahtsvhereas in
each of the other regions at least half of the faijmn are migrants. In terms of those who movedyaw
from their birthplace and subsequently returnedy ¢ine Central and Upper East regions recorded a
figure of about one-fifth of the adult populatichg other regions recorded lower levels of thisetgh
migrant. Details of migration status by region previded in appendix 2.2.

% These are migrants who are new to the locatiortlamske who are returning as migrants to the lonatio




Table 2.3 shows data on migration flows in the ¢gumbout two-thirds (65 per cent in 1991/92
and 67 per cent in 1998/99) of all migrants stayediral areas, less than a tenth stayed in Aeord,the
rest (about a quarter) stayed in other urban atedasrms of their previous place of residence,angj
(about 60 per cent) of them had moved from an uryaa. This means that about four out of ten
individuals migrated from rural areas.

Table 2.3: Migration flows by previous residence an

d current residence (%)

Location of current residence
Location of previous residence | Accra | Other urban | Rral | Total
GLSS Il (September 1991 — September 1992)
Accra 0.4 34 5.6 9.4
Other Urban 6.9 14.4 254 46.7
Rural 2.6 7.2 34.0 43.9
Total 9.9 25.1 65.0 100.0
GLSS IV (April 1998 — March 1999)
Accra 0.2 29 6.2 9.3
Other Urban 5.7 14.5 29.3 49.3
Rural 1.9 8.0 31.5 41.4
Total 7.8 25.2 67.0 100.0

Source: (GSS, 1995), (GSS, 2000a)

The overview of migration flows presented abovesdust suggest any large drift of population from
rural to urban areas compared to inter-urban,-noted and urban-rural migration. Table 2.3 suggdisat
about a third of all migration flows (31 per centli991/92 and 34 per cent in 1998/99) involve fruedl
migration, and another third (31 per cent in 1921&nd 35 per cent in 1998/99) involve urban-rural
migration. Almost a quarter involve inter-urban ratipn flows, leaving only a tenth of all migratiomoves
(10 per cent) from rural to urban areas. Almostatguarters (73.1 per cent) of migrants in AccrE9®d/99
had moved from other urban areas, a quarter (2¢.¢gmt) moved from rural areas and the rest (ebpet
cent) represented return migrants. The flows terotitban areas show a similar trend, but the fléw o
migrants to rural areas has a bigger share oftaurakal movement (47 per cent).

Domestic considerations, rather than employmeatisieseem to have the greatest influence on
migration flows. Almost 60 per cent of all migrawited marriage (18 per cent -1991/92 and 14 petr-ce
1998/99) and other family reasons, such as disrndgamine (43 per cent and 45 per cent in 1991/92
and 1998/99, respectively) as the reason for niigratin the 1990s there was an increase in the
proportion of adults who migrated because of tbein job, although only about a quarter said they ha
moved for work-related reasons (14 per cent -199HAd 21 per cent - 1998/99) or their spouse's
employment (10 per cent and 6.5 per cent in 199HA& 1998/99, respectively). Details of the
distribution of migrants, by current location anehson for most recent migration, are provided in
appendix 2.3.

2.2.2 Labour supply

As the population data presented above imply, laabundant in Ghana. The adult population
aged 15 years and above, as well as the econoyréaaiVe population, increased during the 1990shén
1970s and early 1980s the labour force growthgeser at a slower pase than the population grovith ra
In the 1990s and early 2000s the situation reverBld increased labour force growth rate is linkad,
particular, to the rising share of the youth popatain the 1990s. This means that the Ghanaiaouiab
market has to become more efficient in order t@dbthe increase in the economically active pojat
Available data indicates that so far the labourk®ghas not been able to create enough jobs ftinadle
who are available to work. Employment growth betw&884 and 2000 was 3.1 per cent, lagging behind




the labour force growth rate of 5.8 per cent olierdgame period. The growth of the labour forceamiy
the result of a high fertility rate equal to 4.4 gent (GSS, 2003), changes in the age composifidime
population and age specific participation rates.

Table 2.4: Usual activity/participation rate by gen  der, age and location

Category Years
1991/92  1998/99 2000

Labour Force Participation Rate 76.5 779 747

Gender
Female 78.0 75%8 72.7
Male 74.4 7831 76.7
Age
15-19 35
20-24 68.9 66.6
25-44 93.5 83.8
45-59 94.0 87.9*
60+ 75.4 77.7%
Location
Urban 67.2 764
Rural 81.3 7%

Source:(GSS, 1995), (GSS, 2000a) (GSS, 2002)
$ - Refers to population aged 70+, *- Refers tortirage 45-64 yrs, **- Refers to 65+ yrs

Labour force participation rate is defined as thepprtion of the total number of economically
active persons in the working age group or in tth@ltgoopulation. A person is defined as economycall
active if they are employed or are available toagegin the production of goods and services (eithea
weekly or yearly basis).

Table 2.4 shows the trends in participation rate&hana by gender, age groups, and location.
The table indicates that the overall labour foradipipation rates in the 1990s increased margiriedim
76.5 per cent in 1991/92 to 77.9 per cent in 19984@t then declined to 74.7 per cent in 2000. rEes
were higher for women than for men in 1991/92,thattrend reversed and participation rates of women
became lower than those of men over the yearscipation rates are especially high (about 94 et c
in 1991/92 and 87.9 per cent in 1998/99) in theé6@5rears age group. Participation rates for both me
and women have declined during this period intadl 4ge groups. The decline in women's participation
rates may be due to the downsizing exercise tldt péace in the public sector and affected manyemor
women than men. Even though the overall partiaypatates have become more or less the same for the
two sexes, the rates are higher for males in threepage-groups. Some of the reasons for the relgtiv
lower participation rates for females are the loagucation level, wage discrimination, lack of joal
of which discourage women from participating in thieour market, as well as the heavy workload @& th
household.

The key supply issue for the Ghanaian Labour maekétie quality of labour. Ghana like other
sub Saharan African countries has an educatiogitlafid a relatively lower life expectancy as conapa
to the rest of the world. In Ghana, one of the maguses of rising unemployment has been identéged
the mismatch between skill requirements of employerd skills of prospective employees. In the 1990s
the situation improved thanks to the educationfarnes that began in the mid 1980s and the provisfon
almost free and universal education, which hasredsan increased stock of educated labour (junior
secondary school and above).

With respect to child and adult health indicatdrs government of Ghana has made remarkable
progress. For instance, in 2003 life expectandyirétt had increased to 60 years from 54.0 yeai982.

In addition, infant mortality rates fell from 88pér 1,000 live births to 64 per 1,000 live birth&iothe




same period. Unlike other SSA countries, the thpested by HIV/AIDS in Ghana has not reached
worrying levels (prevalence rétevas 3.1 per cent in 2004) and the government kiapted clear
measures aimed at combating the HIV/AIDS menace.

2.2.3 Labour demand

Over the past two decades, employment growth im&lhas lagged behind economic growth. As
shown in table 2.5, while the economy recordedrarual average growth of 4.8 per cent between 1984
and 2000, employment grew only by 3.1 per cent tweisame period. Obviously, the slow growth of the
economy coupled with the low investment rate resulhto a relatively slow growth in overall labour
demand. With a 5.8 per cent annual growth of theua force and a limited absorption capacity of the
economy, particularly in the 1990s, it is not sigipg that unemployment rates increased in thoaesye

The agricultural sector, which remains the majopleyer, has seen its share of total employment
decline over the last two decades from 61 per iceh®84 to 45 per cent in 2003. Over the same gerio
its contribution to real GDP decreased from ab@updr cent to almost 36 per cent. Between 1984 and
2000, employment in the agricultural sector grewlh§ per cent annually as against 5.5 per cent in
services and 5.6 per cent in the industry sectdth whe small-scale sub-sector being the most
employment generating. Over the same period, theudiyiral sector recorded an average annual growth
of 3 per cent as opposed to 6.5 per cent and 6.2gp¢ in the services and industry sectors resdgt
Consequently, particularly in the 1990s, the shldremployment in both the services and the industry
sectors rose appreciably, as that of agricultutetéble 2.5). The reduction in the share of agjtigre in
total employment in favour of the services and sidu sectors reflects the changing distribution of
sectors in real GDP between 1984 and 2000.

Table 2.5: Distribution of economic active populati on and GDP by industry (%)

Year Agriculture Industry Service
1984 61.1 (47.9) 12.8 (19.6) 26.1 (22.1)
1991/2 62.2 (37.8) a@®5.0) 27.8 (27.0)
1997 55.9 (36.6) 11.3 (25.4) 32.8 (28.7)
1998/9 55.0 (36.7) 14.0 (25.1) 31.0(29.1
2000 50.7 (36.0) 16.3 (25.2 33.0 (29.7)
2003 44.5 (36.1) 11.8 (24.9) 4%219.8)

Annual growth rate (1984 — 2000) by Industry
GDP 3.0 6.2 6.5
Employment 1.6 5.6 5.5

Source:(GSS, 1995), (GSS, 1998)), (GSS, 1987), (G3®a) (GSS, 2002), (GSS, 2003)
Figures in parenthesis are real GDP figures at T@®3tant prices.
Note: rows do not add up to 100 because ‘net intltexes’ are omitted.

Despite the agricultural sector seeing an improvereits sectoral growth rates since 2001 (see
appendix 2.1), as a result of the positive devekus in the cocoa and forestry sub-sectors, its
employment impact has been insignificant. The egmpknt share of the cocoa and forestry sub-sectors
in total agriculture employment has decreased fadoout 47 per cent in 1987 to about 35 per cent in
2002.The nature of the cocoa and forestry sub-sect@gests that employment could be static, since the
area under cultivation has not expanded. Indicatare that food crop farmers who would have wigbed
shift to cocoa production and other perennial fopesducts are constrained by land tenure problems.

Within the industry sector, the construction andcing/quarrying sub-sectors have been the
driving force in the modest sectoral gains. Thiseegimg trend appears to be the result of the massiv

* Prevalence rate is the percentage of the populatioch exhibits the disease at a particular tioreoger a period
of time).
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construction projects taking place in the coundigpecially in road construction, where funding basn
provided by both donors and the government. Theufagturing sub-sector has also experienced
marginal gains, but its performance has nevertedbe®n unimpressive. In terms of employment, the
manufacturing sub-sector is increasingly the sitgigest industrial employer. While the manufactgri
sub-sectors share in overall employment has detfireen almost 12 per cent in 1998/99 to 6.4 pett cen
in 2003, that of construction increased from 1.Aqaat to 3.9 per cent over the same period.

“Wholesale and Retail Trade, Restaurants and Hoiglthe largest sub-sector in the services
sector, accounting for about 60 per cent of thatined share of the services sector to GDP. The
contribution of this sub-sector to GDP seems toréfiected in the respective share of overall
employment. It is the largest employer in the smwisector and recorded a tremendous increasedretwe
1991 and 2003 employing about 22 per cent of thekiwg population in 2003, (over 50 per cent of
employment in services). Although the financialvemrs sub-sector appears to be making significant
gains, indications are that financial services aoé complementing agricultural and manufacturing
production on the scale anticipated to make Ghamaiddle-income country in the medium term.
Available evidence shows that financial instituozonsider manufacturing and agricultural enteegris
very risky undertakings with high default rates ¢&& and Akoena, 2002). The financial services sub-
sector also made a significant contribution to emient, which has increased over the years sing& 19
to almost 8 per cent of overall employment in 20D8tails of employment by sector are provided in
appendix 2.4.

With respect to gender, employment trends in tH#4p to 2003 indicate that generally there is
not much difference between the proportion of erygdomen and that of employed women. Except for
1998 and 2003, a relatively higher proportion ohvem are employed than men (table 2.6).

Table 2.6: Employment by gender (% of adult female/ male population)

Category 1991/92 1997 1998/99 2000 2003
Femalt 73.€ 55.2 80.7 50.5 65.€
Male 71.7 44.7 84.0 49.7 67.9

Source:(GSS, 1995), (GSS, 1998)), (GSS, 2000a) (GER), (GSS, 2003)

In Ghana, the perception that formal employmenvidiex the most remunerative and stable jobs
made the formal sector attractive and contributethé faster formal employment growth relativehe t
labour force growth during the period from 19601885. In those years, formal employment rose from
less than 4 per cent to over 20 per cent of theuaforcé but took a nosedive between 1980 and 1991,
declining by an annual average of 3.7 per cent ematpwith a 3.2 per cent annual average growtheof t
labour force. The employment level in 1991 was dOqent of the 1985 level.

The main reason for the poor employment performamdbe formal sector during those years
could be attributed to the ERP/SAP which, amongemotiings, led to public sector retrenchment,
liberalization and privatization, withdrawal of sidies to loss-making public enterprises; liquidity
constraints in industry as a consequence of thetidrdepreciation of the cedi and the reductiotaiiff
protection of the local industry (Boateng, 2001A).

The declining employment trend in the public seetppears to have been reversed in the late
1990s as a result of the government's policy oftingehe education and health needs of the ever-
increasing population. Many schools and healtHifes were set up for that purpose. The overaliligu
sector employment grew by 39.4 per cent betweer2 B9@ 2000 though its share in the formal sector
declined from 58.1 per cent to 51 per cent in 2800 thereafter rose marginally to 52.6 per ce2003.

In terms of distribution, public sector employmeleiclined from 8.4 per cent in 1991 to 6.9 per ¢ent
1997 and to 6.2 per cent in 1998. However, it iasesl to 9.1 per cent in 2000. Some analysts believe

® As a result of the government’s massive publiestinent programme and between 1972 and 1978 umaler t
“domestication” programme dubbed Operation Feedr¥alfias well as the protectionist “Ghanaianisdtion
programmes.
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that some of the retrenchees found their way ih® public sector by being appointed in different
ministries, departments or regions. Appendix&@nfl 2.6 provide the distribution of total employrmen
and formal employment, respectively. The increasenformal employment and decline of formal
employment, as depicted in appendix 2.5, may betatee limited recruitment in the public serviceda
the introduction of special employment programnmmethé informal economy by the new government.

The employment performance of the private sect@raved considerably between 1992 and
2003 as a result of the better performance of sdivested state-owned enterprises, of the free zones
project and of the investment programme of the @hiawvestment Promotion Council (GIPC). Over
1,400 projects registered by GIPC between Septerh®84 and December 2003 reportedly created
employment for about 87,369 people. Moreover, thierprises registered in the free zones enclave
between 1996 and 1999 generated about 5,523 jobs.

The informal economy, which is by far the most dymaand flexible sector in the Ghanaian
labour market, remains the main source of employrforthe working population. Agriculture and rural
activities constitute the largest share of it. tnfal employment rose by 46.4 per cent or 2.7 pet og
annual average between 1984 and 2000. Informal ijubyeased significantly between 1984 and 1992
when the share of informal employment in total esypient rose from about 84 per cent to 88 per cent,
mainly as a result of public sector downsizing angort liberalization. For instance, most of thespv
49,000 employees affected by the redeployment eseefmostly drivers, labourers, sweepers, cleaners,
and other grades in the lowest echelon in the pwsid civil service) who lacked adequate skillstfar
formal private sector found refuge as self-emplayeithe informal economy.

This underscores the crucial role of the informabreomy as a provider of alternative
employment opportunities in alleviating the negatoonsequences of the SAP. The growth of informal
employment recorded a marginal decline after 189péndix 2.5) due partly to the possible re-entty i
the formal sector of some of the informal employgd® could no longer cope with the problems
associated with working informally. In addition,nse informal operators obviously joined the ranks of
jobless people, as reflected in the increasing wha&yment rate in the 1990s. However, data from GSS
(2003) indicates that the share of informal emplegtrincreased from 80.3 per cent in 2000 to 84r7 pe
cent in 2003, possibly as a consequence of the $f&dtamme, which has provided vocational skills to
the unemployed who registered in 2001/02. Soméetrainees have found employment in the informal
economy. Almost 46,000 jobs were created in thalrareas through the government’'s cocoa diseases
and pest control programme and about 10,000 pefmlaed jobs as cassava farmers under the
government's integrated action programme for cassaarch production and expdrthe government
claimed in its 2004 budget statement that it hailifated the creation of about 265,000 jobs, ath6f
per cent (i.e. 166,200) of which are in the infore@nomy.

In 2003, the distribution of the working populatioilicated that the private informal sector was
the main employer (84.7 per cent), employing sligimore people in the rural areas (92 per cent)
compared to urban (75 per cent) and more females$ (Ser cent) than males (78.6 per cent). With
respect to the formal sector (both public and pe)aable 2.7 shows that a relatively higher prapo
of the urban working population (about 20 per cemtye in the formal sector in 2003 than the rural
working population.

® It has been argued that most of these people farers already, but it does not take away thetfaattthis
programme has created employment even for suctefarwho might otherwise be considered underemployed
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Table 2.7: Distribution of working population by lo cation, sex and age in 2003

. Private Private Semi-public/ N GO/

Category Public f . int. Others Total
ormal informal parastatal
organs

Location
Urban 12.0 11.2 75.0 0.5 0.3 1.0 100.0
Rural 3.6 3.0 92.0 0.3 0.1 1.1 100.0
Gender and Age
Male 10.2 9.5 78.6 0.6 0.2 0.1 100.0
15-29 4.6 8.8 84.9 0.3 0.2 1.2 100.0
30-49 12.7 10.8 74.5 0.7 0.2 1.0 100.0
50-64 16.5 8.7 73.0 0.7 0.2 0.8 100.0
65+ 3.4 4.9 90.4 0.2 0.2 0.8 100.0
Female 4.4 3.7 90.5 0.2 0.1 11 100.0
15-29 2.7 4.6 91.0 0.2 0.2 13 100.0
30-49 5.7 3.6 89.5 0.2 0.1 0.9 100.0
50-64 52 3.0 90.4 0.1 0.2 1.0 100.0
65+ 0.8 2.2 96.1 0.0 0.0 0.9 100.0

Source: (GSS, 2003)

The private informal sector in 2003 offered the enabrking population employment mainly in
agriculture (60.2 per cent) and, to a lesser exiargervices (25.5 per cent), whereas the forraelos
offered the male working population employment rhain the services and industrial sectors (tab®).2.

In contrast, table 2.8 shows that in 2003 the femvabrking population was offered employment in
mainly the services sector across all employerss iBtreflected in the gender distribution acrosstars.
Indeed in 2003, the agriculture and services se@omployed about 50 per cent and 34 per cent of the
male working population, respectively. The femalerking population were however employed mainly
in services (52 per cent) and, to a lesser ex8hpér cent), in agriculture.

Table 2.8: Distribution of working population by se X, sector and employer: 2003

. . Semi-
Category Public fnvate Private public? .NGO/ Others Total
ormal informal int. organs
parastatal

Male 10.2 9.5 78.6 0.6 0.2 0.1 100.0
Agriculture 7.2 14.2 60.2 23.0 10.7 39.2 50.0
Industry 5.2 32.6 14.4 25.3 155 17.0 15.0
Services 87.4 53.4 25.5 51.8 73.7 43.8 34.0
Female 4.4 3.7 90.5 0.2 0.1 1.1 100.0
Agriculture 4.8 16.6 42.1 24.0 8.0 38.0 39.0
Industry 2.2 12.8 7.5 16.6 6.2 5.0 8.0
Services 92.9 70.6 50.2 59.4 85.7 57.0 52.0

Source: (GSS, 2003).

As for status in employment, data from the varipublications of the GSS indicates that close to
80 per cent of the total labour force are self-eypdl. Most of them work in agriculture. Waged
employees in the public sector make up the rest.mjority of private informal employees can benfdu
in the agriculture and services sectors, largelgabee of the ease of entry and the relatively low
investment requirements needed compared to thestinalusector. Male employees can be found mostly
in agriculture where activities tend to have a ®ibace nature. Women dominate jobs in services,
particularly in sales. Appendices 2.7 and 2.8 gtexdetails on employment status.

Besides agriculture, which employs the majoritytref economically active population, work in
sales remains the major occupation for women, veseraen are predominant in production. Quite
significantly, a high proportion of women (21.3 pmnt) are engaged in commercial activities and a
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relatively large proportion of men (18.9 per ceate engaged in production, clerical and related
occupations. Professional and technical occupatiassvell as services, have undergone a significant
improvement between 1991 and 2000. Both occupatinoge than doubled their respective shares,
moving from 4.2 per cent in 1998/99 to 8.6 per ¢ar®000 for the former, and from 2.8 per cent @ 5
per cent over the same period for the latter (ta8¢ Administration and management has remained t
occupation which engages the smallest proportidhefvorking population in relative terms.

Most of the economically active population are fdum rural areas and are largely
engaged/employed in agriculture. Table 2.9 shows ith 1992, about 78.4 per cent of the rural labour
force were engaged in agriculture as against 19ceet in urban areas. Commercial activities are the
main occupation for the urban labour force accagntor 32.7 per cent in 1992. The correspondingesha
in 1998 reached about 33.4 per cent, while in ram@as the proportion was only 11.6 per cent.
Production is the second major activity for the amrblabour force with a share of 25.1 per cent.
Agriculture remains the major source of economitviies for the rural labour force accounting 0.1
per cent in 1998 followed by production (11.8 pent} and sales (11.6 per cent).

Table 2.9: Type of occupation of economically activ. e population 15+ (%)

Occupation 1991/92 1998/99 2000

Urban Rural All Urban Rural  All Male Female All
Professional &
Technical 8.3 2.5 4.2 6.8 2.8 4.1 10.0 7.2 8.6
Adm. & Managerial 0.6 0.2 0.7 0.0 0.2 0.4 0.2 0.3
Clerical & Related 7.1 0.7 25 5.1 1.0 2.3 6.9 1.9 4.4
Sales 32.7 7.8 15.1 33.4 11.6 185 8.6 21.3 14.9
Service 5.4 1.7 2.8 9.1 2.7 4.7 4.3 7.6 5.9
Agriculture 19.0 784 61.1 19.9 70.1 543 485 473 47.9

E;‘L‘?SC“O”’ Transport .66 gg 140 251 118 160 189 135  16.2

Others - 24 08 16

Total 100 100 100 100 100 100 100 100 100
Source:(GSS, 1995), (GSS, 2000a) (GSS, 2002).

The proportion of the labour force living in urbareas increased marginally from 29.2 per cent
in 1992 to 31.4 per cent in 1998. This seems ¢gest that the strides made to minimize the migmnaif
the youth from rural areas to urban centres, thiadhg implementation of rural electrification antther
employment programmes in the late 1990s, was quiteessful. Evidence of this is the marginal ingeea
in the proportion of the urban labour force implyithat the incidence of rural-urban migration irsed
at a diminishing rate as compared to the 1980s.

2.2.4 Unemployment trends

Fundamentally, unemployment results from excesseggde labour supply over aggregate labour
demand. The slow growth in GDP in the context afapidly expanding labour force, coupled with
declining formal employment, tends to push up e of unemployment. The labour force in Ghana
almost doubled between 1984 and 2000 with an areexiage growth of 5.8 per cent compared to an
average real GDP growth of 4.8 per cent. The sloawth of the economy indicates a low absorption
capacity creating an excess of labour.

The adult unemployment rate for the country stao#l aper cent in 1992 and declined slightly to
3.9 per cent in 1997. It thereafter more than dedittd 8.2 per cent in 1998. In 2000, the unemplayme
rate rose to 10.4 per cent but declined to 7.5qest in 2003. Appendix 2.9 provides trends in
unemployment. The increasing unemployment ratéserl980s and 1990s could be attributed to several
factors: globalization and unfair trade practidggh domestic production costs due to high interatgs
and rapid depreciation of the domestic currenak taf access to credit, erosion of capital basevesak
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institutional and policy support. All of these fart have led to the collapse of many local medimeh a
small-scale enterpris@and lowered competitiveness. For instance, bet@668 and end of 2004, about
5000 members of the Union of Industry and Finarast their jobs in the textile, poultry and rice
industries. This was the result of the reductiotaaff protection under trade liberalization whiehsured
that these infant industries were not ousted bgifor companies. It is expected that by the en2D66,
about 2,000 more employees will have lost theisjob

Unemployment appears to be an urban phenomenohandzeven though the rate in rural areas
increased over the 1990s. The rural unemploymeatinal998 was 5.5 per cent as against 13.4 pér cen
in urban centres. Similarly, 11.3 per cent of activban adults were unemployed in 1992 as oppased t
only about 1.7 per cent in rural areas. The reditihigh incidence of unemployment in urban areas h
been attributed to rural-urban migration resultingm the deterioration of the social and economic
conditions in rural areas, coupled with inadeqyealds in urban centres. The seemingly high incidesfce
urban unemployment needs to be analysed carefullyural areas many people may be engaged in
farming as part-time work since they have nothitgg ¢o do. This category of employees might be
classified as employed rather than underemployeen ethough they are not working full-time.
Subsequently, the unemployment rate in rural ameasbe artificially underestimated.

Generally, unemployment rates are lower for mem tf@ women even though the female
participation rates have increased considerablyerent years. Apart from 1997 when the female
unemployment rate fell below that of men, unempleghrates for women have remained above those of
males. Appendix 2.10 provides details on adult yrleyment rates by gender. A publication of ILO and
JASPA (1989) has observed that, in many Africamees, including Ghana, women are twice as likely
to be unemployed than men. This observation appkdse in recent times as the female-to-male
unemployment ratio declined from 1.46:1 in 19921t16:1 in 1998 and to 1.06:1 in 2000. In 2003 it
increased marginally to 1.09:1.

The relatively higher unemployment rate among woinethe early 1990s has been attributed to
their lower educational attainment, public sectowdsizing affecting women more than men, because
women occupied very low level jobs targeted byphmgramme, and overcrowding in the informal trade
sector where at least 50 per cent of the femaleulaforce in urban areas operate. Moreover, théndec
in the female-to-male unemployment ratio in the Gk@ould be linked to the improved educational
attainment of females, especially in the 1990s, &mdthe fact that some women, who became
discouraged, dropped out of the labour force cotaplethus becoming inactive and bringing their
unemployment rate down. More research is needdthisrsubject. Indeed, the proportion of women in
tertiary institutions increased from 0.4 per cantlB84 to 2.2 per cent in 2000, while post secondar
education rose from 0.5 per cent to 1.4 per ceet the same period.

The most obvious feature of the recent unemployreitnation in Ghana is that the incidence of
unemployment among the youth aged 15-24 yearsgisehithan among the general population. The
GLSS 3 estimates that in 1992, 17.1 per cent oftyaged 15-24 in the labour force were unemployed a
against 4.3 per cent for 25-44 and 2.7 per cent4®69 age groups, respectively (appendix 2.11).
Similarly, the GLSS 4 puts the unemployment ratetlie youth aged 15-24 at 15.9 per cent compared to
7.4 per cent for 25-44 and 4.7 per cent for 45 groups, respectively confirming the generalrtisse
that unemployment rates tend to decrease withAggeendix 2.11 provides details on unemployment by
age. Rapid population growth averaging 2.7 per peneannum over the last two decades, with its ugwa
pressure on the labour force, has been identifedha core reason for the high incidence of youth
unemployment.

The educational dimension of unemployment in Ghanggests that unemployment among
illiterates is relatively low at a rate of abou8 Qer cent and 6 per cent in 1992 and 2003, raspbct
Open unemployment seems to increase with educdtioemployment among literate adults was about
8.5 per cent in 2003. This is partly due to the faat in the wake of a general shortage of jobskilled

"In Ghana medium and small-scale enterprises arajer employment generator in both the privatenarand
informal sectors
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people with low expectations are ready to accdptiimal jobs that are less secure and poorly paiasb
appears that those who are educated, but withcegifip skills relevant to the labour market are
disadvantaged, suggesting a possible mismatch betwieir training, job expectations and
characteristics of the available jobs. Apparentig, excess of tertiary educational output overathiéty

of the economy to absorb this output and lack gfuired skills and competence of recent “tertiary
educated” persons due to poor educational infretstre have, in recent times, led to increasing
unemployment rates among university and polytecgraduates.

The unfavourable economic environment has alsoradiyeaffected the ability of the private
sector to make impressive strides towards growtte private sector was not able to absorb the ever-
increasing labour force, largely composed of drapdiom the educational system. The education
reform programme, started in 1987, has createdtuatigin where at two transitional points of the
educational system (junior and senior secondargaiha substantial number of students (at leagie80
cent) fail to gain admission to the next step amlddder and, therefore, exit the school systeenter
the labour market in search of jobs. This has erkat pool of unemployed youth who are mostly semi
literate and lack the required skills for employmen

2.2.5 Underemployment

An underemployed person is one who is availableddk longer hours and is seeking to do so.
The ILC? defines the time related underemployed as commgriiose who are currently working, but are
willing and available to work additional hours ahdve worked less than the normal duration of work
determined for that activity. Inadequate employnmmthe other hand refers to those who are working
an enterprise and who, during the reference peni@ht to change their current work situation, or
(particularly for the self-employed) who want tcadige their work activities and/or environment beseau
their skills are under-utilized. Data on inadequataployment is difficult to obtain as available
information on underemployment mostly focuses ometrelated underemployment. According to the
GLSS 3&4, a measure of underemployment is the numiygeople who work 40 hours or less a week in
their main job and are willing to work more hours.

Table 2.10: Estimates of underemployment (% of econ  omically active population)

Year Urban Rural National

Male Female All Male Female All Male Female All
1991/2 6.0 6.0 6.0 10.0 7.0 8.0 9.0 7.0 8.0
1998/9 10.7 11.6 11.3 15.7 14.8 15.2 14.2 13.7 13.9
2003 12.1 14.9 14.3 13.0 13.6

Source:(GSS, 1995), (GSS, 2000a), (GSS, 2003)

The overall adult underemployment rate in 1992 &agr cent as against 13.9 per cent and 13.6
per cent in 1998 and 2003, respectively. The tistion of the underemployed by gender and location
shown in table 2.10. Notably, underemployment liatieely higher in rural areas than in urban origgs
is possibly due to the fact that in rural areas yr@eople may be engaged in farming on a part-tiassb
because they have nothing else to do. In addifiomural areas people engage in non-agricultural
employment on a casual or part-time basis due dscs®l inactivity. It should also be added thattmos
rural women are engaged in unpaid domestic duties.

8 http://www.ilo.org/public/english/bureau/stat/dowatl/res/underemp.pdf'
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2.2.6 Disadvantaged groups (disabled and affected by HIV/AIDS)

The 1997 CWIQ survey reported that about 1 per ednthe Ghanaian population was
physically/mentally disabled and, therefore, utditengage in any significant economic activity, assl
provided with special technical support. The disdltomprised slightly more female than male. Labou
force surveys and other official sources of infotiotaon the Ghanaian labour market are often sibent
disabled and HIV/AIDS affected persons within tloévee adult population. What is normally reported i
the proportion of the unemployed and the inactigeltapopulation who are disabled. The 2000 housing
and population census reported that 3.4 per cethefinactive population was disabled with slightly
more adult men (3.6 per cent) than adult women g@&ricent). Data from the CWIQ Il survey in 2003
indicates that less than 1 per cent of the uneneplaand 3 per cent of the inactive population were
disabled. Currently the Ghana Society for the Riaylsi Disabled has a membership of about 1,800,000,
the majority of whom have no means of livelihood ame forced into begging to make ends meet.

There is little or no information on HIV/AIDS affeed persons participating in the labour force.
Data from the Ghana Health Services (GHS) sensmefeillance survey for people aged 15-49, however,
gives an indication as to the HIV prevalence amitraglabour force in the country. The survey reveals
that median HIV prevalence was very high in 1993 (&r cent), but decreased considerably to 2.4 per
cent the following year and remained at that laugil 1997. The figure again rose to 3.4 per cent i
1998, but fell to 2.4 per cent in 1999. There hesnba persistent increase in the median HIV pracale
rate since 2000, rising from 2.3 per cent to 316geat in 2003, an increase of about 57 per ceat the
three-year period. While a consistent decline omed for the age group 15-24, a steady increase i
observed for the older age groups, including 3G&&s old. It is possible prevention programmeshav
effectively targeted the younger, but not the olaige groups. Data for the period 1998-2002 shoats th
the highest prevalence was in the 25-29 age giaupe 2003 survey, the highest prevalence wasaust
observed in the 45-49 age group, shooting up fretow as 0 per cent in 2000 to 6 per cent.

Infection from HIV/AIDS reduces labour productivitgnd availability to work and has
particularly negative effects on the agriculturatter where production is labour intensive and #&as
subsistence nature. The impact of HIV/AIDS on thdaltural sector in Ghana is felt at the housdhol
level through reduced labour for farming, increaskependency ratio and a gradual decrease in
agricultural production. HIV/AIDS infection can pple the sector which for a long time has contedut
significantly to economic development in Ghana. Wfigspect to farm production, HIV/AIDS reduces
labour availability in that, during the relativedhort farming seasons when the demand for labchigis
for land preparation, sowing, weeding and harvgstimployees are engaged in care of the sick. &s th
number of HIV/AIDS infected persons increases, dairfar labour in care and domestic work could take
precedence over farm work.

Chapter 3: Labour market institutions

Institutions in the labour market are defined herénclude the behavioural patterns or entities
pertaining to both the supply and demand-side. Tdleg include the laws, regulations, conventions,
customs and practices which shape those behaviBuidently, the nature of such institutions is part
responsible for the existing balance between laboarket flexibility and employment and income
security. The major labour market institutionsgdhana are the constitution, laws, policies, redumat
conventions and collective bargaining agreemenBA&}, the National Tripartite Committee (NTC) and
the National Labour Commission (NLC).
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3.1 Laws, regulations, policies and conventio  ns

Article 21 (1) (e) of the 1992 Constitution tiie Republic of Ghana guarantees freedom of
association and indicates that the freedoms inctbhddreedom of all persons to form and join aérad
union or any other national or international asstian of their choice for the protection of theitdrests.
The Constitution also prohibits forced labour (&l 16) and discrimination in employment on the
grounds of gender, religion, race, colour, ethmigin, creed and social or economic status (Articte.
Other provisions of the Constitution relating te ttabour market are Article 24 (economic rights of
employees), Article 27 (women’s rights), Article 2&hildren’s rights) and Article 29 (the rights of
disabled persons).

Besides the Constitution, there are other lega attich regulate the labour market. The Trade
Unions Ordinance of 1941 (Cap 91) and its variaueradments provide for any group of five or more
employees at a workplace to constitute a localmumiithin a national union.

The Industrial Relations Act (Act 299) of 1965 atsdvarious amendments mandate the Registrar
of Trade Unions - the Chief Labour Officer of thaldour Department (LD) - to issue a collective
bargaining certificate to the local union througk Trade Union Congress (TUC) prior to the satigfac
of all requirements for the establishment of a aonibhe Act and its amendments also contain provssio
for negotiation committees to conclude CBAs, setdat of disputes, unfair labour practices, stried
lockouts, provided that any agreement concludedidsat parties be in writing. They also established a
national advisory committee on labour to advisenwtters relating to policy proposals affecting labo
relations.

The Labour Decree of 1967 (NRCD 157) provides Far €stablishment of public employment
centres in the district capitals and mandates eyepdato register their job vacancies and to receiitain
categories of employees through these centres.DEuoeee also provides the procedure for minimum-
wage fixing and sets the employable age at a mimirofi16 years for all persons, except in the cdse o
work in your own family, agriculture or domestic dimess. Other provisions of the Labour Decree
include conditions for the termination of employrmeantracts and the payment of severance awarels, th
protection of female employees, the protection wipleyees’ pay from arbitrary deductions, forced
labour, reporting of industrial injuries, death dmibery in employment, the employment of disabled
persons, leave with pay, reinstatement, 8 hoursook per day, and the principle of equal pay fouaq
work. The Decree also outlaws the private recruitmaf workers in the country. This Decree was
influenced by ILO Conventions, in particular thexgention on Equal Remuneration (Convention 100).

The Factories Offices and Shops Act was passed®it® land deals with the improvements
necessary to attain internationally accepted staisdan the areas of safety, health, and welfare of
workers. PNDCL 66 consolidates the Factories Acploviding details on cleanliness, overcrowding,
lighting, protective clothing, accidents, traininggw machines, etc. The Workmen’s Compensation Law
was passed in 1987 by the Provisional National msfeCouncil (PNDC). The law provides that if a
worker sustains injuries in the course of theiriehkjtthey must be paid cash compensation by their
employer. There are also a number of amendmentshanBublic Service (Negotiating Committee) Law
passed in 1992 (PNDCL 309).

Some international laws are binding for Ghana. &iGhana became a member of the ILO in
1957, it has ratified 46 Conventions including sewé the eight core Conventions (Conventions 29, 87
98, 100, 105, 111 and 182). As of 2003 only theiMim Age Convention of 1973 (N0.138) has not
been ratified (TUC, 2004). These Conventions anegienplemented in the country.

3.2 The Labour Act

In the 1990s, it became evident that laws goverttieglabour market were many, but scattered
with each one focusing on a different subject mageme of the laws have been in existence foorg |
as fifty years and were out of tune with the curmegeds of the labour market. As a result, manthef
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laws were not enforced. For example, the Labourr@e requires employers to register all vacancies
with the public employment centres, but in realigyy few comply with this provision. In order to kea
easy reference to the labour Acts that were seaktir various statute books and to bring the engsti
enactments on labour in conformity with the 199&bution and the ratified ILO Conventions, a new
law - The Labour Act of 2003 (Act 651) has beenspdsand assented. The Act has reduced a number of
ratified Conventions into national laws to makenthenforceable. In general, the Act amends and
consolidates all labour related Laws in the courdgnd repeals almost all the Labour Acts earlier
mentioned.

The Labour Act seeks to cover all employers andleyags except those in strategic positions
such as the armed forces, police service, prisensce and the security intelligence agencies. Majo
provisions of the Labour Act deal with the estdblient of public and private employment centres,
employment protection, general employment condstioamployment of persons with disabilities,
employment of young persons, employment of womain, &nd unfair termination of the employment
relationship, protection of remuneration, temporangl casual employees, union collective agreements,
the National Tripartite Committee (NTC), forced daip, occupational health, safety and the enviroimen
unfair labour practices and the establishment@iNhtional Labour Commission (NLC).

The Labour Act has been in existence for barely ywars, making it difficult to assess its
effectiveness. However, a critical look at the duoent suggests that it provides a useful guide ¢o th
governance and management of the labour markbeatdtional and enterprise levels. It also estaddis
an independent body — NLC — to mediate and resraihployers and employees in the event of a
dispute. To some extent the labour Act providesestawel of flexibility in the labour market and arat
promoting employment, minimizing conflict in thedstrial relations system, and promoting investment
and Ghana’'s competitiveness in the internationaketa Specifically, “negative” flexibility that mads
employees more disposable and “positive” flexipilihat provides employers with greater freedom to
organize their activities have both been taken aaireby the Act. The major challenge is the
implementation of the Law, especially in the infalneconomy where information about labour relations
is virtually non-existent.

3.3  Collective bargaining agreements

The Labour Act regulates collective bargaining agrents (CBAs) which establish working
conditions and terms. Collective bargaining is iheraction between employees acting through their
accredited unions and the employer within limits tse formal rules, accepted practices and lawse Th
Labour Act guarantees the minimum content of a G4 clearly specifies the terms and condifiars
which agreement can be reached. Most CBAs haveratiolu of 2-3 years. Some provide for wage
indexation and other mechanisms for the automatjuasément of wage levels to general economic
conditions, such as inflation changes. A recentesuof 96 enterprises in Ghana showed that overe37
cent of CBAs had wage indexation clauses whichiredusalaries to be adjusted upward when inflation
rises above a certain level. Long-duration CBAsallgthad a wage re-opener clause that allowed the
parties to review wages at least once every twesy@oateng, 2001).

In general, the provisions in CBAs apply to thenfat sector, especially where there is unionized
labour. The problem lies with the informal economliere many of the employees do not belong to
unions or employees’ associatioltsis estimated that about 88.3 per cent of infdreraployees are not
covered by any CBA. In their case, employment diors are determined either exclusively by the
employer or by the employer and the employees tiiranformal bargaining The problem could be
worse in the agricultural sector. The General Agtizal Workers Union (GAWU) estimates that only
about 8 per cent of agricultural labour is fornmabstly in commercial agricultural farms. A review o
some of the CBAs in the formal agricultural sediwdicates that such agreements contain the basic

® These include category of employees it relatesditions of work, probation, remuneration and itécakation, termination of employment,
procedures for avoidance and termination of appment, principles of matching remuneration with preiilvity, essential services among other.
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provisions established by law and provide for othenefits such as health, vehicle, housing, prantide
fund and end of service benefits. Such benefitstatadly missing in the informal economy where the
majority of agricultural workers are found.

Bargaining in the formal sector is largely decdizea, though centralized bargaining sets the
tone for the discussions on wages. Specifically, Nlational Tripartite Committee (NTC) centrally dix
the national minimum wage, which provides the b&sisdecentralized bargaining through CBAs. The
Trade Union Congress (TUC) coordinates nationabmsiand provides guidance on bargaining. Local
unions sometimes involve regional or national urofficials in collective bargaining. Both local amis
and employers sometimes use industry-wide trendspaactices to determine their own settlements,
especially in the construction industry.

The nature of bargaining in the labour market haplications on flexibility as well as
employment and wage settlements. According to Bgat2000A), empirical observations suggest that
highly centralized bargaining increases the lewverafythe local union at the national level and lowe
frequency of strikes, whilst decentralized bargainieads to greater flexibility and leverage antpsie
employers to respond to changing market conditibliosvever, it is costly to small firms.

There are indications that decentralized bargairi;igncreasing. This is evidenced by the
increasing diversity of employees’ interests, whitets forced workers to become less willing to persu
common aspirations at the expense of personal .gblgible technologies and the reduction in the
power of local unions coupled with the preferentéooal employers for decentralized bargaining, are
other factors that account for rising decentrailirat

The public sector has two negotiating systemsomesof the public sector institutions, such as
Local Government Employees’ Union, management cautythe bargaining on behalf of the government
while in others, such as the Civil Servants’ Asation and the Ghana Registered Nurses’ Association,
agreement is reached through consultation with lai@wervice negotiating committee set up under
PNDCL 309 of 1992 for that purpose.

There are other public service institutions whiah bt have CBAs, but whose management
determines salary increases with the approval eif thbards or commissions and/or with final apptova
from their sector minister. The salary and compgosasystem disparities among public service
institutions led to the formulation of the Publiector Incomes Policy (PSIP), which aims at creating
internally consistent and externally competitivempensation pay structure for all public servants.
However, the implementation of the policy was digonuied due to its inherent problems.

3.4  The National Labour Commission

One major change in the labour market brought abguhe Labour Act is the establishment of
an independent NLC with the overall responsibildf resolving industrial disputes. The Labour
Department (LD) and the Ministry of Manpower Deysieent, Youth and Employment (MMDYE) had
until then performed this role. Specifically, thenction of the NLC is to facilitate the settlemenft
labour and industrial disputes, investigate labalated complaints, maintain a data base of qedlifi
mediators and arbitrators and promote effectivepeaation between employees and management. As a
guasi-judicial body mandated to ensure the stiisteovance of the Labour Act, the commission has the
power and privileges of a high court with respextenforcing the attendance of witnesses, and can
examine them under oath or otherwise. Currentlg, development and passage of the legislative
instrument of the commission is underway. HoweWee, commission has drawn up internal rules and
procedures for the settlement of labour disputes. ddmmission has also recruited arbitrators atdges
and is in the process of training them. As of thd ef July 2005, the commission had received d ajta
169 complaints from employees, trade unions andl®maps for settlements. The majority of the
complaints (61 per cent) are on dismissals andirutgamination of the employment relationship, vehil
the others are on non-payment of severance, natiomaimum daily wage and social security
contributions.
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3.5  The National Tripartite Committee

In accordance with ILO Conventions and the Constituof Ghana, the NTC on Salaries and
Wages Guidelines and the National Advisory CounailLabour (NACL) were formed to enhance the
development of the labour market. Over the yeassNTC has dealt mainly with the determinationhaf t
national daily minimum wage in the formal labourrke, though it has other functions too, such as
advising on employment and labour issues and ctimgukith partners on economic and social issues.
Representatives of the committee include governntkeatMinistry of Finance, MMDYE, and the Ghana
Statistical Services (GSS); Employers, represebtethe Ghana Employers’ Association (GEA); and
organized labour represented by the TUC as provigeldaw. Decisions of the committee on wages and
salaries are binding on all employers.

Over the years, the committee has been able tblissta national minimum wage acceptable to
all parties. The actual problem is monitoring. lie formal sector, the majority of the employee<inae
above the minimum wage and thus the issue of mamitdés not very important. The problem is with the
informal economy where it is believed that some leyges are being paid less than the minimum wage.
Unfortunately, not having a voice with respect @rdaining and the lack of unions to support their
activities, make it difficult for these people tegotiate with their employers.

Chapter 4: Social partners

Ghana is a former British colony and adopted thaition of organizing employees and
employers with the view to harmonizing industrialation practices before independence (1957). The
Labour Act provides a legal backing for the forroatand independence of employers' and employees'
associations, details the procedures for the éstmibnt and operation of organizations and prahibit
employers’ and employees’ associations from beorgrolled by any institution or political party.

Associations have certain organizational rights cwhinclude the right to draw up their
constitution and rules, elect their officers angresentatives, organize their administration amohédate
their own programmes, be part of any federatiotraafe unions or employers association, affiliatand
participate in any activities or join internatiorahployees or employers’ organizations. Socialngastin
Ghana are made up of organized labour, Ghana EmplatyAssociation and the government.

4.1  Employees’ associations

Organized Labodf in Ghana is made up of the TUC, Ghana Federatfohabour, Ghana
National Association of Teachers, Civil ServantsssAciation and the Ghana Registered Nurses’
Association. Among these organizations the largestip is the TUC. Being the umbrella organization
for labour union activities, it represents orgaditabour in all dealings with government and emeplsy
associations on labour issues. In the followingiseave elaborate on the activities of the TUC.

4.1.1 Trade Union Congress

The TUC of Ghana was formed in 1945 with the regi&in and coming together of 14 national
unions under the Trade Union Ordinance of 194k hade up of 17 affiliated national unions and &as
secretariat which coordinates their activities. Tgr@nary objective of the TUC is to improve the
pecuniary and non-pecuniary employment conditiohstsomembers. Specifically, the TUC aims at
unionizing all employees in Ghana under a unitederunion movement; secure social, political and

10 sometimes called the Consultative Forum.
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economic justice; support efforts of affiliated oms$ to improve wages, create better conditiongnfice

at work places and ensure the ratification andiegidn of ILO and other international conventiavih

a view to harmonizing world labour practices. Thexest different estimates of the number of uniediz
workers. The GLSS 3 and 4 indicate that union dermdithe formal sector has decreased from 54 per
centin 1992 to 50 per cent in 1999, whereas atherces (Boateng, 2001B) estimate union densitlyen
formal sector to be 68 per cent. Table 4.1 pravithe number of registered members of the 17 redtion
unions. From the table it can be seen that uniomimeeship is structured along industrial lines retgss

of occupation and has decreased from 521,000 i 189251,000 in 2001. The TUC estimates its
membership to be about 350,000 though the prelimireport’ on a membership survey it undertook in
2001 indicates that membership stood at 251,0Q@esented in table 4.1. It is also to be noted et
principle of one union per industry guides the fation of unions in Ghana.

Table 4.1: Membership of TUC

National Union 1996 2001
General Agriculture Workers Union 86,602 14,710
Industrial & Commercial Workers Union 104,521 42,070
Local Government Workers Union 26,100 7,521
National Union of Seamen 1,871 257
Public Utility Workers Union 8,468 17,111
Railway Workers Union 4,495 8,842
Teachers & Educational Worker Union 31,878 30,246
Construction & Building Material Workers Union 846 11,676
Timber & Wood Workers Union 24,219 22,758
Health Services Workers Union 28,148 16,647
Communication Workers Union 6,026 7,124
Public Services Workers Union 89,064 27,084
Ghana Mine Workers Union 17,050 8,379
Railway Enginemen’s Union 850 160
Maritime & Dock Workers Union 28,379 5,780
General Transport, Petroleum and Chemical Workéngon 15,219 3,247
Ghana Private Road Transport Union 12,00026,901
Total 520,936 250,513

Source: (TUC,1997) and (TUC,2001)

The TUC has established regional secretariats éntéim regions of Ghana for the effective
coordination of activities of members at the gnams-level. The TUC is governed by a board and
committees constituted largely by representatiiethe national unions. There are also regional and
district councils of labour that are responsible e regional and local unions at the bottom & th
hierarchy. The head of the TUC is the secretareg#nsupported by two deputy secretary-generbe
national unions are autonomous bodies with a naltiohairman and a general secretary. Some of them
do have local unions within their area of legaltcepted jurisdiction. The TUC does not participate
directly in collective bargaining, but provides daince and coordinates the activities of the nationa
unions.

The trade union movement has suffered a severe ership loss since the implementation of the
ERP/SAP in the early 1980s. There are many exptarsafor the decline in membership. Retrenchment
in the public sector in the 1980s reduced the nurobenionized employees and shifted employment to
the informal economy where trade unions do not atee{Boateng, 2000). Trade liberalization has ted t
an increase in competition and uncertainties irptioeluct market. Many employers feel they neediesta

" The TUC believes that the results are prelimirsarg underestimated their membership.
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cost level in order to meet the competition andréfore, prevent unionization directly or indirgctass
lay-offs adopted by the private sector as a key-coling measure have also considerably reduced th
membership of trade unions (TUC, 2001).

The TUC exerts a strong pressure not only on theudamarket, but also on the general economic
environment of the country. At the national lexte TUC represents organized labour and civil $pcie
in key national bodies, institutions, commissidnsards and committees such as the Social Secudty a
National Insurance Trust (SSNIT) Board, NTC, Medimmmission, NACL, National Population
Council, Divestiture Implementation Committee, Ghditee Zones Board, National Vocational Training
Institute (NVTI), Public Utilities Regulatory Comssion, National Health Endowment Fund, Ghana
Committee on Human and Peoples Rights. It has alve@gen concerned with the development of the
legal framework that regulates industrial relatipnactices. It also plays a significant role in th®, the
International Confederation of Free Trade Unio@TU), the Commonwealth Trade Union Council and
the Organization of African Trade Union Unity (TUZ)04).

According to Boateng (2000), the impact of TUC ba tabour market can be felt in three major
areas, namely, wage determination, labour turnewel mobility, and income distribution. Empirical
studies suggest that the average wage in uniofiimed is usually higher than in non-unionized firms
Unionization in Ghana has allowed employees touaifite wages through collective bargaining. The
studies indicate that about 73 per cent of thosthenformal sector see their leaders' actions Ilgagim
impact on labour policy formulation and implemeittat Through negotiation for secured and reasonable
wages, better working conditions and fringe besgfinions are able to influence labour turnover and
reduce labour mobility and voluntary resignatiomeTcollective voice provided by unions also helps
employees to channel their grievances to the apiptepquarter without anonymity. Furthermore, the
TUC works in favour of marginalized groups like wermand children who would otherwise be
discriminated against and helps to improve theindards of living. Boateng (2000) argues that usion
are not the only institutions in the labour market, their impact is quite substantial relativette others.

In recent years, the pressure of liberalization &lsved the TUC to broaden its scope beyond labour
market issues to include economic and social ngtteince they inextricably and broadly affect

employees. The TUC collaborates with all other leyges’ organizations and the broader civil society
on all issues of national concern.

The TUC faces a number of challenges and uncedgairifechnological advancement is helping
employers to scale down employees while outsourang-contracting and the increased informalization
of employment pose a danger to the world of workrédver, unrestricted labour markets, reforms and
the neo-liberal political regime are causing atglighange in industrial relations in favour of eoygrs,
especially foreign investors. This threatens to es@mtent the expression and exercise of freedom of
association and the right to organize and bargaleatively (TUC, 2004). Additionally, depressedges
and other unfavorable employment conditions, irsirephealth and safety challenges, worsened pension
benefits and weaker social security systems aree swinthe challenges making employees worse off.
Furthermore, issues on poor working conditions,-payment of living wages, wage disparities between
junior and management staff, work casualizatiom, e loss of trade union membership pose a serious
threat to employment and income security.

A major challenge that the TUC faces with the emactt of the Labour Act is the possibility for
at least two employees within a workplace to fortnagle union. The Labour Act allows the creation of
multiple trade union centres in the context of ¢rachion pluralism. National unions can, therefore,
legally break away and compete against the TUC. THE is already experiencing problems with
internal union divisions. In the 1980s and earl9d9 the Judicial Service staff pulled out of thibliz
Services Employees’ Union to form an independegawoization under the name of Judicial Service Staff
Association of Ghana (JUSSAG). Similarly, some semployees of the Council for Scientific and
Industrial Research withdrew from the Public SersidVorkers’ Union. In 2004, the largest national
union in the TUC in terms of membership (Industaald Commercial Workers’ Union), broke away
though part of its members decided to stay withTh&C as the Union of Industrial, Commercial and
Finance employees (UNICOF). The emergence of aipticity of occupational unions could pose a

23



threat to the TUC as the most representative labmanization. The TUC should adopt new approaches
to industrial relation management in order not deel its members and to continue to be the most
representative labour organization in Ghana. ltukhoecognize that the inability to effectively opge
outside of the formal sector is a factor contribgtto its decline in membership. The informal eqogo
has virtually no formally recognized union. Deveétap linkages to extend unionization to informal
operators would provide some form of representadiwoh protection, thus enhancing the security léel
informal workers.

The Ghana Private Road Transport Union operatédg ifulthe informal economy, whilst the
General Agricultural Workers’ Union through its RurWorkers’' Organizations Division has been
organizing informal workers since 1970. Some effate being made by the TUC to bring informal
employees on board. The TUC in its medium-termgpesi for 2004-2008 has recognized the importance
of organizing workers and has also acknowledgeddiffeculty involved in organizing the informal
economy. Hence, it has developed strategies to wlitlalthe situation. Currently, almost all the 17
national unions have desk officers responsible tfiar informal economy. Already, the Timber and
Woodworkers Workers' Union, Public Service Worketshion, Local Government Union and the
Construction and Building Materials Workers’ Unibave taken bold steps to organize informal workers.
Some existing informal workers' associations, suash the Makola Market Traders’ Association,
Association of the Physically Challenged and thediMa Shoe Sellers’ Association are also making
efforts to join the TUC as associate members. A whgnhancing the organization of the informal
workers is to collaborate with the Ministry of Lddaovernment and Rural Development through the
provision of regulation enhancing access to faeditand resources that will help informal operators
conduct their business legally and in a win-winisstunent. The success of such a move will require
district assemblies to recognize the informal ecapnas a strategic partner in the creation of emmpkt
and enterprise rather than as a nuisance in neddoipline’.

4.2  Employers’ organizations

TheGhana Employers’ Association (GEA) was establishet®59 to provide aollective
approach to matters relating to industrial relajorepresent and promote the interest of its mesniner
their dealings with social partners and promotedgaadustrial relations in Ghana. It is the main
employers’ association and has a track record ofl gimganization in the social partners’ system.réhe
are other associations such as the AssociatioSrall-Scale Businesses and the Centre for Indigenou
Business Associations. However, their activitied membership are quite limited. Under its constitu
the GEA collects from its members statistical atitepdata as may be necessary for the analysiagé w
structure and employment conditions in Ghana aratder to bring to the attention of its memberolab
Acts, policies and regulations affecting them. TBEA also aims at promoting the interest of its
members within organizations and vis-a-vis the gavent. As the main employers’ association in
Ghana, the GEA represents employers in all natiam@mhmittees and boards where employers'
participation is required, such as the NTC, Priv&eterprise Foundation, University of Ghana
Counseling and Training Center, National AccretitatBoard, NACL, NVTI, SSNIT Board, Ghana
Education Trust Fund, Board of the Institute of fBssional Studies, National Technical Examination
Committee, Ghana AIDS Commission, IPEC Steering @itae, GSS, National Institutional Renewal
Programme, Board of MDPI, Advisory Board of the &hOf Administration, Legon, National Board
for Professional and Technical Examination, Natiomeade Testing Committee. It also represents
employers in international organizations such as thO and the International Organization of
Employers.

The GEA provides a variety of services to its mersb&hey span all sectors of the economy,
such as industrial relations services, human resoutevelopment, executive selection, disputes
resolution, advocacy, etc. Over the years, the GBA performed its functions with considerable
expertise and commitment. It has played a majar ool behalf of its members in the negotiation and
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signing of CBAs and provided a reasonable degreeoofdination in the decentralized process of
collective bargaining. The services offered by @A provide some respite to their beneficiaries who
can thus concentrate on their core businesses.f Akeoend of December 2003, the GEA had 328
members spanning all sectors of the economy agmtex$in table 4.2. Membership increases each year.
Categorization and responsibilities of membersdms of dues are based on the turnover of the
individual firms. The association has four categerf membership Al, A2, B, and C with annual dues
of 7.9, 6.1, 3.3 and 1.6 million cedis respectivély40-member council governs the association with
representation on the council proportional to thenber of companies in each sector. There are \&riou
committees such as the executive committee, agvismnmittee, administrative and finance committee
The GEA has two branches in Accra and Tema toifatelthe work of its members in the southern part
of Ghana and a branch in Kumasi to see to theraftdithose in the northern part. Through consolat
dialogue and negotiations the association has mesextent helped in creating a relatively stable
industrial environment.

Table 4.2: Membership of GEA

Sector Number
Agriculture, fishing and timber 24
Airways and inland transport 9
Banking, insurance and finance 28
Building and civil engineering 18
Commercial 70
Education and health 11
Hotel, catering and tourism 12
Manufacturing 100
Pharmaceuticals 13
Petroleum and power 7
Private protective security 3
Shipping /port 18
Information, communication and technology 11
Utility 4
Total 328

Source: Compiled with data from the 2003 and 2088ual Report of the GEA.

The GEA played a significant role in the formulatiand implementation of the Labour Act and
the GPRS. Issues of concern to the associatioh ascthe composition and function of the NLC,
sympathy strikes and lock out, casual and tempoeamployment, and unionization processes, among
others, were discussed with the parliamentary cdtaes before their passage into law. The assogiatio
believes that the Labour Act was extensively disedsby all stakeholders and adequately represents
employers' interests on the labour market.

4.3  Ministry of Manpower Development, Youth and Emp  loyment

The MMDYE is the executive body responsible for flvenulation and implementation of labour
Acts, policies, regulations and conventions on gtdal relations, as well as for the monitoring and
evaluation of such policies and programmes. Theid#finis also in charge of the implementation of
labour market programmes in collaboration with ostakeholders in the sector. It convenes meetifigs
the NACL and the NTC on salaries and wages andsaduihe government on the decisions of these
committees. The Ministry used to facilitate mediatiand reconciliation between employees and
employers in conflict situations. The labour Acstdelegated the mediation role of the Ministryhe t
NLC. Although the Ministry plays a very importardle in ensuring an effective labour market, it is
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highly marginalized together with its departmentsd aagencies. Problems which the Ministry is
confronted with include inadequate resource allonatweak institutional capacity, lack of appropgia
basic equipment and lack of needed personnel. ¥angle, the Medium-Term Expenditure Framework,
2004-2006 of the Ministry of Finance and EconomanRing indicates that the discretionary expenditur
ceiling for the Ministry amounts to about 75.8 ibitis cedis. This is about 0.41 per cent of total
government programmed discretionary expenditure @uhis amount, more than 70 per cent goes
towards the payment of personal emoluments and rashngtion, leaving very little for investment.
Moreover, the staff capacity of the whole minisgwery limited and comprises only about 67 persons
with only 27 being technical staffthe ministry is currenthystreamlining its activities by adopting a
Sector-Wide Approach Program to fund institutiocapbacity development and aims at embarking on an
aggressive and proactive cross-sectoral decent wogltion effort. The ministry undertakes its
responsibilities with the help of four departmetie Labour Department (LD), the Department of 8loci
Welfare (DSW), the Department of Cooperatives aral Factories Inspectorate Department. Of these
four, the LD and the DSW are the most importantemms of effectiveness and will be discussed in
subsequent sections. The other two departmentsrareally inactive in the labour market due to resme
constraints.

4.3.1 Labour Department

The LD was established in 1938, to among othemgthimdvise the government on labour and
industrial relations issues, inspect labour conddi report on developments in trade union formadiod
activities, report on job vacancies, placement amgmployment, publish labour statistics and
employment bulletins, and examine various inteamati conventions with regard to their national
application. The head of the LD, the chief labofficer, is responsible for the registration of tead
unions. Although the LD has a wide range of resjimlities, its capacity to deliver timely and effee
services is inadequate. It manages 62 public empmay centres in Ghana, and an Employment
Information Bureau (EIB) which collects statisticidta on the employed and the unemployed through
registration. Employment centres submit monthlyorepon employment and unemployment to the EIB
which can use the data for policy purposes. Inféionafrom the LD indicates that the department has
focused on the recruitment of unskilled labour aherpast two decades leaving the recruitmentidédk
labour to private employment centres. The Labour gkovides for the establishment of private labour
centres and sets the conditions for starting thérherefore, the LD has done much to ensure a stable
industrial relations’ system, though more needseaone to make the department an effective regulat
in the labour market.

4.3.2 The Department of Social Welfare

The MMDYE is responsible for social security issuesough the DSW. The mission of the
department is to work with communities to improfaeit well being through the promotion of equitable
development for the poor and marginalized groupecHically, the objective of the department is to
provide community-based rehabilitation programnpesyide social welfare services, promote access to
social services for vulnerable groups, coordinaté eegulate specialized services for underprivitege
children, collaborate with NGOs to help the poagmote social, economic and emotional stability in
families, and create awareness on HIV/AIDS and [atjmun issues.

The department generally pursues these objectitiesugh the administration of justice,
community care and the protection of the rightstufdren and the vulnerable. It has four schoolgctvh
provide vocational and character training for yogrighinals and offers assistance to prisoners.oAste
protection of children’s rights, it has intervenedfamily feuds, resolved cases of child maintemanc
child custody, paternity, family reconciliation,olénce against women, and forced marriage. The DSW
also supervises about 2,400 day-care centres andlesnthat they operate in accordance with laidndow

26



rules and regulations. Furthermore, the departrhast3 children’'s homes under its direct control and
vocational training center. It is collaborating vithe Women and Juvenile Unit of the Ghana Police
Service, the Ministry of Education and the MinistrfyLocal Government and Rural Development in the
implementation of its programmes. Unfortunately tapacity of the department to effectively disgear
its duties is seriously limited.

In general, there is a serious resource constwdiith hampers the efficiency and effectiveness
of the government. Various non-governmental ozgtions (NGOs) have also joined the social partners
network. Though their role is unclear, many of thierus mainly on social security for the poor. Wea
institutions make it difficult to enforce laws arefulations governing the labour market and couteitbo
increased insecurity levels.

4.4  Social dialogue

From an economic perspective, the main interestngbloyers is to utilize the abilities of their
employees to ensure business growth and to maxipnafé. The interest of employees is to achievghhi
and stable income, job security and job satisfactithe contradictory nature of the objectives othbo
employers’ and employees’ organizations suggests db-operation is needed to reach equilibrium. In
cases where employers’ interests are satisfidueattpense of the employees, conflicts arise arsi bau
resolved using the machinery provided by the imilstelations system. There have been consistent
improvements in industrial relations over the yedtge to the growing relevance of the role playgdhe
government, employers and workers as social patridre government, employers’ associations and
workers' unions are adequately represented invibentain bodies in the labour market - NLC and the
NTC - as required by law. Collaboration in all labenarket programmes and issues has been effective.
The GEA and TUC are adequately represented inmadtlmoards and committees influencing the labour
market. They have also effectively participatedhia formulation and implementation of labour market
policies and programmes. Discussions with the GEABUC indicate that the Labour Act and the GPRS
were formulated with their valuable inputs. Co@pien between social partners has led to a reakonab
number of industrial actions. On average, thereeHaaen 34 industrial actions annually from 2001 to
2004, most of which have been resolved amicablyuallg industrial actions take the form of
demonstrations, sit-down strikes and the totalurl®of the workplace. The basic reasons underlining
industrial actions are low salaries and poor warkionditions. Other reasons are delays in the payme
of allowances, breakdown in negotiations, soligasttikes and non-payment of salary arrears.

Collaboration between social partners is impressiee NTC, GEA and TUC have also
developed a bipartite relationship through quayterketings to discuss issues of mutual interesttand
have a forum for discussion and dialogue. Prevenifahe deadly HIV/AIDS pandemic is an area where
the social partners have collaborated. All the alopartners have teamed up to organize workplace
information, education, communication policies gmdgrammes with support from both donors and the
government for the formal and the informal sector.

The TUC, GEA and the government have collaboratesrganize programmes tailored to
covering occupational safety and health at workd dhe environment. Academic courses and
sensitization seminars and workshops for labourketagntrants have also been jointly run. By'faw
employers are supposed to provide training forteeiployees to attain the level of competence redui
for the performance of their jobs and to enhanadr thareer perspectives. The National Vocational
Training Act, 1970 (Act 351) and the National Vaoatl Training Regulations (Executive Instrument
15) re-enforce this obligation by enjoining companio introduce apprenticeship schemes when there i
technical business attached to the establishmesspil2 these initiatives, there are some challetaybs
overcome. These include inadequate coordinatiedotational activities, insufficient attention svget
groups and participant selection, and the relateqgendence on external sources of funding.

12 Act 651 (9)(d).
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Coordination has not only been in the area of labmarket programmes, but also in the
formulation and implementation of policies. On alecof 1 to 5, where 1 is the least score and 5 the
greatest, respondents to the survey conductedebgutinors of this paper were asked to assessvbieole
coordination between social partners in the impleatgon of labour market programmes. The average
score was a little above the mean as indicateijimd 4.1.

Figure 4.1. Effectiveness of social partnersin fo  rmulating and implementing policies
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Source: Authors’ Survey, 2005

The impact of social partners, particularly the TOE wage determination through the NTC is
quite strong in the formal sector. It is estimatieat over two-thirds of formal sector jobs are sabjto
CBAs. It is worth mentioning that social dialogading place in Ghana has partly led to wage rigiglit
The relative wage rigidities and inefficient laboorarket information system, as well as limited
availability of educational and training facilitieaccount for the low occupational mobility in Ghan
People are, therefore, not able to retrain thersselm other areas and move freely from one job to
another. Unavailability of labour market informatito facilitate labour mobility to some extent atfe
labour market flexibility and employment security.

The lack of alternative employment opportunitias #he high income insecurity in the informal
economy, coerce many employees in the sector te @ahigh premium on social dialogue as a way of
resolving labour market problems. Many informal émgpes engage in dialogue with their employers to
resolve labour market issues. Quite often employesin a disadvantaged position because of their
vulnerability, susceptibility and their lack of w& and support in the negotiating process. No mhate
badly the negotiation goes, there is always aeseétht and that, to some extent, ensures industrial
harmony. As already mentioned, about eight per oérggricultural workers are in the formal sector,
mostly in commercial agricultural farms. Most oketlemployees in the formal agricultural sector are
unionized and always able to engage in dialoguéh witnployers. Information from the General
Agricultural Workers’ Union indicates that rarelg they settle their labour problems in court. Atrge
local union leaders are brought in to help in niegioins at the firm level. Many of the agricultural
workers in the informal economy are self-employeperating at a subsistence level and occasionally
employing people during the agricultural seasofaas laborers. For such employees there is sonma for
of social dialogue and wage levels acceptable éndbmmunity, but seldom does dialogue focus on
satisfying law requirements. The assumption is émgt other benefit stated in the law is embodieth@n
agreed wage in the community. Settlements on assees are dominated by the views of the employer
with very little input from the employees. The aut$i survey indicates that about 50 per cent cdetin
the informal economy have various forms of unianthieir workplaces, but the majority of them aré¢ no
affiliated to any union or organization. Reasoively for not affiliating themselves to any parentan
include their small size, ignorance, belief thatestunions do not champion their cause, bureaacrati
procedures, fear of losing autonomy currently eeghyand lack of knowledge and confidence in such
unions. In addition, the majority of the people (8% cent) in the informal economy are not assediat
with any group (such as a union) functioning asomurh for discussion and, to a certain extent, for
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bargaining. In this regard, the government and mimgal labour, particularly the TUC, have a
responsibility to educate and bring informal emplesy on board.

Both the nucleus and extended family systems pkigrficant role in ensuring employment and
income security in Ghana. The sharing of bendfitgh in cash and in kind, and responsibilities agnon
individual members of the family helps to reducéneuability in the household, especially for women
and the aged. Caring for the young, the physiadibllenged and the aged would be difficult withting
existence of the family, social capital and dialegébout 78 per cent of the respondents discuss
employment and income issues with their sociatia (friends and relatives). Out of those whads
income and employment issues with their sociatiaia, about 70 per cent believe that these digmss
help them resolve their employment and social ssGeoss tabulation for the self-employed shows tha
about 78 per cent of them discuss employment agwhir issues with their relations, with 70 per adnt
them benefiting from these discussions. Thoughasadalogue and family ties contribute significartib
employment and income security, individualism, matesm, westernization on the part of the youth,
coupled with the enactment of the interstate sigioegaw (PNDC Law 111 and 112) pose a threateo th
existence of this mechanism as an effective sagalirity system. The net effect of the erosiothef
social security system implies neglecting the vidbée and marginalized groups. Efforts should bdena
by the government, religious bodies, NGOs and titemcivil society not only to educate the publit o
the importance of the extended family, but alsdrémsform it in a way that will accommodate the
ongoing development trends.

4.5  Social capital

Ghanaians attach a strong importance to sociatatafocial capital in Ghana relates to trust,
possession of particular information and, to somierd, the provision of a safety net embodied in
interpersonal relations. According to Coleman (1288 value of social capital lies partly in thetféghat
it creates human capital. In Ghana social capit#the family and in the community plays a crugciake
in the creation of human capital, thereby helpmgnsure employment and income security. The dtieng
of the relationship between parents and childregn @mount of time devoted to helping children}he
degree of relationship between generations (relgggchools or groups) help the creation and traasgfe
human capital from generation to generation.

It must be mentioned that, although social cajpétalefined as networks of relationships, it is the
individual access to such networks and the benis#tg receive from them that matter. Using the amhou
of social transfers received by the household @side measure of social capital as proposed byrdsr
(1997), we realized from the survey that Ghanagtech a great importance to social capital. Abdut
per cent of the respondents either remit or aratreanby their relatives, family members or friends
Disaggregated results in rural/urban areas shotithbae in rural areas are remitted more than tinjt.
Dasgupta (2004) indicates that about 42 per ce@hahaians rely on friends in the event of criJém
high level of remittances and the high dependemcéamilies and friends confirm the functional and
productive role of social capital in the lives di@haians. Such assistance and transfer help spsi@iar
individuals and communities, thus greatly improvthgir employment and income security, but may at
the same time create mutual personal creditor-debtationships (dependencies). Good as these forms
of social support from families, friends and comiities are, their extent is limited and puts additib
pressure on people and communities that are aliegulyverished and vulnerable. Such a system cannot
serve as sound social protection in the long rutessnways to make it conform to the ongoing
development trends are found.

4.6  Occupational safety, health and environment

The ILO Conventions on occupational safety, healtld environment have been ratified by
Ghana and related Laws have been passed to impethhem. Institutions such as the LD, the
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Occupational Health Unit of the Ministry of Healtine Factory Inspectorate Division of the MMDYE
and the Mines Department were created to, amorgy ¢itings, enforce laws on occupational health and
safety at work. In spite of the existence of thiestéitutions and laws, and the efforts made by nsito
ensure safe working conditions, studies have shbatthe rate of occupational injury and deathstite
high at the workplace. For example, a study sp@tstny the Organization of African Trade Unions
between 1997 and 1999 indicates that 75 work-relateaths and 1,622 work-related injuries were
recorded in the country. This number excludes wnted cases. Generally, employees are not satisfied
with health, safety and hygiene standards at therkplace. A survey conducted by the TUC under the
African Employees’ Participation Development Pragnae reveals that about 84 per cent of workers are
not satisfied with health, safety and hygiene ctiowl at their workplaces.

Figure 4.2: Compensation for occupational hazards

Rural Urban Total

‘ﬂ Not compensated B Partial compensated O Fully Compensated ‘

Source: Authors’ Survey, 2005.

In some cases, basic facilities and amenities agdiilet, potable water and washrooms are not
available at the workplace. Similar surveys by ThiC and the Occupational Health Unit of the Minjstr
of Health in 1997 and 1998 in the mining sectovest numerous health and safety hazards relating to
falling materials, fire outbreak, slips and faltlgndling, trucking, machinery and haulage. Otheithe
hazards prevalent in the mines are noise pollutexposure to chemicals, dust, gassing, excessive
vibrations, heat and fumes. The result of thesarigzhas been an upsurge in diseases like regpirato
infections, skin diseases, stress, tuberculosisadiner terminal diseases. Akabza (2000) contendls th
mining in the western region has made mine empkyaierable to many diseases. In our survey, about
54 per cent of respondents reported that thereoecepational hazards associated with their work
Surprisingly, the number of people who do not reeeiny compensation for occupational hazards ig ver
high in both urban and rural areas, as indicatditjure 4.2.

Chapter 5: Labour relationships

51 Introduction

Labour contracts define the relationships betwaapleyers and employees. These contracts
vary considerably, yet a distinction can be madévéen formal contracts which mostly govern
relationships in the formal sector and follow rulntained in law and CBAs, and contracts in the
informal economy which are usually by word of mouti€onsequently, labour market security and
flexibility vary in the two sectors, with the infmal economy being characterized by a high level of
insecurity and flexibility. This is due to the fatttat legal relations seldom govern contracts i th
informal economy. The relative ease with which igartenter into contracts and withdraw from the
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relationship helps to increase insecurity in thet@e Indeed, the relationships in the informadreamy
may be likened to the age-old rule that all empieyeay dismiss their employees at will, for goods=
no cause or even for reasons which are morally gyraithout being guilty of a legal wrong (Date-Bah,
1990). This traditional rule forces informal emyes to rely on the whims of their employers for
preservation of their livelihoods.

British statutory and common laws have significanithfluenced Ghana’s labour relations
jurisprudence, albeit with modifications. The hubBgitish labour relationships is primarily the gut
positions of both employer and employee and thairesponding responsibilities. Offering a rationfale
this development Lord Sylfifiposited that duties should be imposed on the graplahether by statute
or judicial decision to care for the physical, ficéal and even the psychological welfare of the leyge.
The House of Lords also introduced the duty of cawacept based on the future security status of
employees (Oliver, 1999). The rationale behind thévelopment is that the duty of care responsibili
required the employer to provide against accidextitsvork and to comply with health and safety
standards. With this in mind the courts in Ghandntai that employers must provide, as far as
practicable, a working environment which is readbynauitable for the performance of the employee’s
contractual duties.

British jurisprudence introduced yet another depelent in labour relations in the form of
procedures to protect employees against dismisBalk. instance, the Employment Rights Act 1996
indicated that an employee who is dismissed igledtio a written statement of the reasons forrthei
dismissal. Jurisprudentially this promotes fa&s)erationality and ensures that hearing is gieean
employee before dismissal. In addition, this prioviscame with rules that prescribe the conditionden
which dismissal is permitted. The value inherenthis statutory requirement is that of naturatifus
which required that once there is a contract, ptwe is naturally called for. An implication ofis
provision is the need to consult social partnefereedecisions affecting them are taken, whichcinrts
protect.

According to British labour relations’ experts, amfdismissal or termination of employment
contracts is of relevance to flexibility and empgimnt security, not only because they provide ptiatec
for the employee, but also because they introduimeamployment relationships elements of democratic
theory through participation and consultation. Bhtlabour jurisprudence is also mindful that artou
must not substitute its own decision because reasay differ from one employer to another, buteath
it should determine reasonable responses fromabigign of an employer.

In Ghana, the socialist approach to governancheretrly years of independence saw the State
becoming the major controller of labour relationghe country, particularly in the formal sectarwis
during this period that most of the far-reachindjgies and laws on labour were formulated. Theses|
provided less freedom to hire and fire based omfamous slogan “jobs for the boys”. Indeed, thiss
a contradiction of the liberal British capitalistsence, which ensured that jobs were meant foifigdal
employees. This statist position was made cle#éinénindustrial Relations Act of 1965 (Act 299), wkhi
set up the Unfair Practices Tribunal. This tridue@uld make an order of reinstatement of a disediss
employee. The Labour Decree 1976 (NLCD 175) algxpsrted this policy position. The impact of this
statist approach on labour market flexibility amg ity was that employment positions became sestture
the expense of productivity. The courts have mameesefforts to get round this problem, though with
much difficulty. Various governments have facilgdtthe move from the statist position, particulanly
the 1990s, gradually placing the employer/employelationship firmly on contractual principles.
Currently (2005), Ghana has ratified 47 of the IC@nventions which have influenced the Labour Act.

Legally, the nature of labour relations in Ghanavjaes for protection. The Labour Act
prohibits restrictive conditions of employment. ittdicates that an employer is prohibited from
interfering in any way with an employee’s rightftam, participate, reframe or join a trade uniorthafir
choice. In addition, employers are prohibited froafusing to employ a person because of their

13 Spring v. Guardian {1995} 2 Ac p.296 @ 335
4 The Employment Rights Act, 1996 section 92.
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membership with a union, or from promising an emeany benefit or advantage for not participating
in union activities or from discriminating agairast employee on grounds of gender, race, colounjeth
origin, religion, creed, social, economic statugalility or politics. Most of these rights are @ls
guaranteed and entrenched in the constitution. cfoesextent, they ensure employment security and
protect employees from arbitrary layoffs.

5.2 Employment contracts

The Labour Act provides the framework for all laboontracts in the country. Even though there
are numerous variations, which arise as a resufteofiliar circumstances, the mutual consent of both
parties represents the spirit behind a contrabis Means bargaining is at the heart of all lalbauntracts
in Ghana. The Act does not specifically definexthgous types of contract. What it does is toggize
the labour contract as a “contract of employmemt as a “contract of service” whether expressed or
implied, and if expressed, whether oral or in wtilt is, therefore, possible to have both writhead oral
contracts.Generally, the Act provides that employment forexigd of six months or more, or for a
number of working days equivalent to six monthsnwre in a year, shall be secured by a written
contract. The contract must express in clear téhmsights and obligations of the parties, nanfdsoth
parties, the job to be performed, the remuneratimhhours of work, conditions relating to incapadiie
to sickness or injury, details of social securitgnditions for termination, disciplinary rules iplicable
and the procedure for dealing with grievances. $hevey conducted by the authors of this paper
indicates that written contracts are provided niorthe formal sector than in the informal one. R
per cent of employers in the formal sector prowigéten contracts, only 20 per cent of those in the
informal economy do so.

Contracts in the informal economy are in many casais governed by any CBA and the
relationship tends to fall within the brackets efipporary or casual employmekitage rates are fixed by
mutual understanding of the parties involved. Unfioately, the influence of the employee is quite
minimal due to the high level of unemployment amel lack of employment alternatives.

The Labour Act also makes provisions for a var@tgther arrangements. These cover part-time
employment, sharecrop arrangements, apprenticesiibsea-going employment in the fishing industry.
In addition, it covers workers who are wage eariregeneral, as well as any person who works fes le
than an average of 24 hours a week.

The Act provides for employment contracts with reenation on a monthly rate (contracts from
month to month), weekly rate (contracts from wezkveek), and at a rate other than monthly or weekly
(contracts determinable at will). About 97 per cehthe respondents of the authors' survey havie the
remuneration in cash. In kind reward occurs mainlyhe informal economy and consists of the goods
and services produced or delivered in the activitwhich the employee is engaged. The work of At a
Amankrah (2004) shows that in urban areas 26 parafeemployees are paid monthly wages, 21 per cent
are paid daily wages, and 20 per cent are paid oconamission basis. In rural areas, 45 per cent of
employees are paid with produce from the land, &6qgent rely on daily wages, 12 per cent receive
monthly wages, and 20 per cent obtain paymentsd@seommissions.

About 83 per cent of the respondents of the suoamducted by the authors of this paper had
permanent contracts. The remaining 17 per cent wasual workers, assistants and agency employees,
whose jobs are not permanent. Moreover, 56 perarehd1 per cent of the respondents had worked for
more than three months and between one to thre¢hsjomspectively. The remaining percentage had
worked for less than a month. Disaggregated figahesv that there is no significant difference betwe
the informal and the formal sectors and betweempth&te and the public sectors. The permanenireat
of employment in general, especially in the forsedtor, reveals some degree of security of emplayme
in Ghana.

The Labour Act provides for wages, hours of wodstperiod, paid public holidays, night work
and sick leave for temporary employees to be efputiose of permanent employees, of the same level
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and qualifications. Data from the survey suggebt tasual and temporary employees are being
exploited, especially in the informal economy. tbé 14 per cent of the respondents who were casual
temporary employees, about 47 per cent reportetglggid less than permanent employees of the same
level and qualifications. In addition, 40 per casserted not being paid their full wage during fubl
holidays. Employment contracts of casual and teamyaemployees need not be in writing and they are,
therefore, difficult to enforce since there is neamy reference point.

The Labour Act provides that a temporary worker vidvemployed by the same employer for a
continuous period of six months or more be maderanpnent employee. Unfortunately, it does not
provide the number of times a temporary contrant ki renewed; neither does it fix a time limit with
which a sequence of temporary contracts can beluaed. In some economic activities, the practice is
that casual or temporary employees are laid offrdive months and made to reapply for the same
position and status when their contract expireglibitly, some employers in this way use contrdotsa
limited duration at their will. The survey indicatéhat about half of the casual and temporary eyeg®
have worked for more than six months, whilst 35 gant and 32 per cent have renewed their contracts
annually and quarterly/semi annually, respectivéhe remaining percentage has renewed their castrac
depending on the season and the availability okwddoreover, about half of permanent employees had
no probation period, while 34 per cent and 14 jeat bad a probation period of less than six moatits
more than six months respectively. A fifth of thermpanent employees had their probation period
renewed though this goes against the provisiorthetLabour Law. This suggests that some employers
are violating provisions on casual and temporarpleyment. In all cases, the difference betweenlrura
and urban areas is not significant. Act 651 margd#ie Labour Inspectorate Division of MMDYE to
carry out inspections on conditions of work, woekgrotection, and on the provision of technicalie
and information on applying labour standards. Sddlyour inspectors are not effective in their coint
actions, largely due to lack of logistical suppamt! financial resources.

5.3 Duties and rights of employers and employees

The rights of the employer are clearly set outha Act. These include the right to employ,
discipline, transfer and promote an employee, amiihate the employment relationship. Other netabl
rights of the employer are the right to formulatesibess policies and set targets, modify theseipsli
and targets, extend or cease operations and dateprices of products. These norms seek to prdkige
employer with certain rights relating to the opinas of their business as a private person and as
underscored in the privatization policy. The cepending duties of the employer include the dutyag
the agreed remuneration, take all steps to ensateimployees are free from risk of personal injtngin
and retrain workers, provide employees with a cofpthe employment contract, keep open channels of
communication, and protect the interest of emplsyda fact, these are common law principles dexign
to create a conducive working environment in temfisthe psychological and physical welfare of
employees, and to provide them with a certain degfesecurity.

The rights of employees, as provided by the Lal#air include the right to work under safe and
healthy conditions, receive equal pay for equalkwbave reasonable rest, join or form a trade yren
trained and retrained, and receive informationvael to their work. The corresponding duties of
employees are to work conscientiously, report tokwegularly, enhance productivity, exercise duesca
in the execution of assigned work, obey lawful instions, take into consideration the safety aralthe
of other employees, protect the interest of theleyap, and take proper care at work.

5.4  Termination of appointment
The Labour Act provides the grounds for the terridmaof the employment relationship by both

the employer and the employee. In general, the @mpnt relationship may be terminated by mutual
agreement between the two parties. Whiles the gmaplgan terminate the employment relationship on
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grounds of ill-treatment and sexual harassmentethployer can terminate it when they die before the
expiration of the period of employment, if the eoygle is medically unfit for work, because of the
inability of the employee to carry out his/her waltke to sickness or accident, due to the incompeteh

the employee or to their proven misconduct, andbse of redundancy or legal restrictions imposed on
the employee prohibiting them from performing therkvfor which they are employed. Generally,
provisions for termination of appointment have bdetailed in the law and touch on almost all issnes
the labour market that can be classified as unéimination. These provisions offer employees some
level of protection from employers and enhancestimurity level of employment.

In general, termination of appointment is rare. sTliould be attributed to the mutual
understanding that exists between employers andogegs. About 64 per cent of the respondents of the
survey carried out by the authors of this studyehawt seen any termination of appointment in their
workplace in the past two years. The figure igtielhigher in urban areas (74 per cent) than ialrareas
(55 per cent). There is no significant differenetween the formal and the informal sectors. Reafwons
termination of appointment include alcoholism, ateeism, redundancy, stealing, negligence of duty,
incompetence, non-adherence to rules and regutatioisappropriation of funds, non-adherence to
advice leading to financial loss, continuous vawatof post and violation of terms of employment
contractsThe reasons above suggest that cogent reasondengistien before an employer may decide to
terminate the employment relationship.

Overall, about half of the respondents asserted ttere exists regular procedures for the
termination of appointment. There is a significdifterence between the formal and the informal aect
While 74 per cent of respondents in the formal aeasserted that there exists regular procedures fo
terminating the employment relationship, only 2% pent of respondents from the informal economy
held this view. The majority of the respondentbath the formal and the informal sectors, repotied a
committee is set up to investigate the case oreaygis given before the application of the code of
conduct and the CBA, in the termination of appoierin

To ensure fairness, and prevent dismissed emplofyees suffering undue hardship before
finding another job, the Labour Act provides thay aemuneration earned by them before terminatfon o
the employment relationship, any deferred pay dutem before termination, and any compensation due
in respect of sickness or accident, be paid to thefore exit. In the case of foreign contracts, the
expenses and necessities for the journey and i&tiatr costs, both of the employee and of their
accompanying family members, in addition to anyeothayments, should be borne by the employer.
Employers seem to be complying with this provisiéibout 75 per cent of interviewees indicated that
any remuneration, deferred payment or compensdi@nto the employee is normally paid before exit
with no significant difference between locationsd asectors. This result should be interpreted with
caution since many employers in the informal econane not aware of their rights and duties.

Termination of appointment may be unfair if the éogpr fails to prove that the reason for
termination is just, or that the termination ocedrin accordance with a fair procedure. The bumfen
proof is mostly on the employer. In line with faéss as a cardinal labour relation policy, the ual#act
provides for a notice period for the terminatiortlod employment relationship. In the case of areant
of three years or more, a one month notice or ometimpay in lieu of notice is required. In the casa
contract of less than three years, two weeks’ aatictwo weeks’ pay in lieu of notice is envisagawakl
in the case of contract from week to week, a sedays’ notice is necessary. Formal employment
contracts carry less risk in terms of the use ggllgprocedures to address termination. For weekly
contracts, which are normally by word of mouth, tteik of non-respect of the above-mentioned notice
requirements is high. Notice is not required fdrdiar contracts determinable at will by either partihe
contract may be terminated at the close of any wliilyout notice. This practice is common in the
informal economy. The Labour Act provides remedi@sunfair termination. According to the law an
employee who claims that their employment relatigméias been unfairly terminated by their employer
may present a complaint to the NLC. If upon invgetion of the complaint the Commission finds thmt t
termination of the employment relationship is unfdimay order the employer to re-instate the eaypb
from the date of the termination, or order the apet to re-employ the employee, either in the jpmsit
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for which they were employed before the termingtmmin another reasonably suitable job with thaea
terms and conditions enjoyed by them before thamitertion. The employer can also be ordered to pay
compensation to the employee. Compensation pacKagesdundant workers for genuine reasons are
normally covered by CBAs. The criterion used isttenthly salary multiplied by a number of months as
specified in the CBA. For unlawful dismissals, ttwirts look at the circumstances of the individiasge
and discretionally fix the compensation packageetasn case law. Usually, where the CBA has
provisions on redundancy, those provisions areiegpplith some margins to cater for the inconverngenc
caused to the employee.

There are situations where dismissals due to ptoaédapses are not treated as unfair. This
happens where the offence is so heinous and tkedaananifest that the employer could not accept a
explanation provided by the employee. The viewhefadourt in such a case is to strike a balancedsatw
the needs of the employer to control the businessvhich they are responsible and that of the fned
of the employee. This arrangement to some extgupats labour market security and flexibility in a
liberal economy (Friedman, 1972).

The Labour Act makes provision for annual leaveoutt®9 per cent of respondents in the formal
sector reported having benefited from annual legvereas the figure for the informal economy is atbu
67 per cent. The majority of respondents also rtedothat in cases where their annual leave is
interrupted for a genuine reason, their employetty tompensate them for the interruption. Formal
sector employees are also allowed to plan theiuanleave compared to employees in the informal
economy. This gives them some form of flexibilWhile 75 per cent of the respondents are allowed to
plan their annual leave, the corresponding figume the informal economy is 37 per cent. Working
overtimeé® is common as indicated by 43 per cent of the medgots. About half of those who work
overtime reported that there is no difference betwie wages they receive during normal working$iou
and those for overtime periods. While 47 per cdrthose who work overtime in the formal sector had
their wages increased when they worked overtimis, ohly applied to 32 per cent of those in the
informal economy.

Almost half of the respondents are satisfied whtkirt working conditions in so far as they are
paid and somehow given the opportunity to influenibeir working time as and when needed.
Disaggregated results indicate that informal arrdlreamployees are more satisfied with their working
conditions, in so far as they are paid and somegigen the opportunity to influence their workingng
as and when needed, more than formal and urbarewsorkuture studies should focus on explaining this
observation.

While 75 per cent of respondents in the formal@eehgage in negotiations with their employers
or have their wages adjusted whenever the minimagews adjusted, only 38 per cent of those in the
informal economy enjoy this facility. Strikingly44per cent of those in the informal economy hadrth
wages linked to performance whereas the figur¢hi@formal sector is 14 per cent.

Informal and social contacts play a role in keegirgple in employment. Whereas about 47 per
cent reported that they would miss the social atatevhich they have established in the event ahdps
their jobs, 33 per cent and 18 per cent reported tiey would miss the informal contacts and the
environment, in the event of losing their jobs.STHd some extent, shows the importance that Gaasai
attach to social capital. About 83 per cent of tegpondents reported that themployers have not
violated any aspect of their contract in the past years. Of those whose contracts have been gblat
the past two years, about 70 per cent resolvegdriitidem with their employers through personal djak
while the remaining involved their heads of departirand employees associations in the settlement.

15 Overtime here refers to situations where employesk above their normal time especially in therémg and on
weekends.
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55 Position of the courts and effects of CBAs

Since labour relations are mainly defined in laboantracts, sanctions automatically imply a
breach of the contract by either the employer ereimployee. The major areas where breaches oezur a
unfair dismissals or unfair termination of the eaymhent relationship, and the related need to pay
compensation or remuneration. The Labour Act iseguicent and its implementation and applicati@n ar
not yet clear. However, the courts have their oasitipn with reference to labour matters. In nuzsges
they take their point of reference from the cortttaat appoints the employee and the CBAs which can
be linked to it. Reference is also made to themmomlaw principles in equity.

The Labour Act provides that parties negotiatedndyfaith and make every reasonable effort to
reach an agreement. The spirit of the framewortkésembodiment of the requirement that each party
makes available to the other party informationwvate to the negotiation. It also provides for rtegmn
committees or joint negotiating committees whiclidalby their own rules, and which by law must be
lodged with the appropriate authority. The effetth®e agreement is that it affects all employeethef
class specified in the agreement. The rights coedelo an employee by the agreement are not waiyed
the employee and, if there is any conflict betwéles terms of the agreement and the terms of the
individual contract, the CBA prevail, unless there of the contract are more favorable to the worke

Box 5.1: Case studies on the position of the courts in labour relations

Effect of Collective Bargaining Agreements. The employees of Volta Aluminum Company (VALCO) we
members of the Industrial and Commercial WorkersorfICU). The CBA of the company provided thattie
event of a redundancy certain conditions must be rii&éie agreement also proscribed the entry ofemnployee
into any contract outside the CBA bonding an emgioto VALCO without discussion with the ICU. VALCO a
heavy user of electricity. Reduced supply of eleityr led the company to lower production and heritse
workforce. As a result of this, the company negfetil with its employees a programme where they dvivel
disengaged. If they could not be reintegrated wift2 months, they would have been made redundamtndber of
employees were subsequently laid off and not redalifter 14 months. These employees filed for widng
dismissal. The Court of Appeal held that the negths with the employees were invalid becauseXfBA dealing
with the conditions of service was negotiated betw& ALCO and ICU, and the effect of the CBA wasttagall
material times it was the document which govermedrélations between the parties.

Wrongful Dismissal (when proper)'®: This is a case of proper dismissal where the cdusppeal held that th
employee stood condemned for instant gross insufmiidn when she, by insults, posed a defiantuatitbefore
the authorities. The employee also put herseBidatthe pale of any investigation or disciplinagynmittee when
she deliberately refused to answer to queries $o pgt forward her version of what was reportediast her.
Wrongful Dismissal (Compensation in damages): In this cas¥, an employee of the university was dismissed
contrary to laid down procedure. It was held tia employee was entitled to three months pay ameéasure of
damages in compensation of a further three mordkisimce that would constitute a reasonable pehioohg which
he could find another job.

Termination (when fair): In this cas® the employee had as part of his conditions ofisericontract terminable
by six months notice on either side”, and the bisiue for determination rested on whether the epaplwas right
in commuting the six months into cash which waslpaithe employee. The Supreme Court held thaptbeision
in the employee’s conditions of service was tha &mployee could terminate the appointment by giuiis
employers six months notice without giving any mesand vice versa. The court saw this to be iiviormity with
equitable principles, and what was important wasrntutual agreement of the parties that the labontract could
be terminated by giving six months notice of iniemto do so.

=

11%

Both statute and the courts have tried to hold lansa between creating conditions that are
suitable for both employees and employers. Nogmkbour related cases that reach the courtstkedie
terms of reference from existing statutes and CBAkeit, the courts have made attempts to devalop

16 presbyterian Hospital, Agogo v. Boateng (1984 }-B6R P382
" University of Ghana v. Mensah {1984 — 86} 2 GLR,
18 Bannerman-Menson v. Ghana Employers Association
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case law position. The courts have taken thistiposfor policy reasons, to ensure that employment
generation matches with the labour force growtld, @mnreduce unemployment. For the courts to agree t
any termination, for example, the employer shoaliks/ the court that the offence for which the tcact

is being terminated is indeed grievous from theallggerspectives. This suggests that key to Ghana’s
labour relations are the rights of both the empl@yed employee, as enshrined in the law and spddii
CBAs. The courts combine the institutions, the titutgon, the state of the economy and related pggve
situations of employees in drawing up their comnteom precedents albeit with a hindsight on British
jurisprudence.

As a result of the effects of CBAs, most employaescurrently looking to their unions to know
how best their interests can be advanced. Gepethé movement towards CBAs and workplace
negotiation capacities is engaging unions more thefiore, partly because of the movement towards
privatization. It is becoming clear that CBAs aratjotiations hold the key to the security of labiouhe
country and the courts are ready to enforce agneesrtbat come out of such negotiations. Box 5.1
provides case studies of the position of the courts

5.6  Labour contracts in the informal economy and in agriculture

The informal economy employs a large number oflébeur force both in urban and rural areas.
The sector is expanding due to the large numbecladol leavers who remain unemployed. This labour
force has drifted into various jobs which are infat in nature and more flexible in terms of reenént
and termination of appointment. The sector is da@dy a logic filled with varied atypical volunyar
employment agreements which are mostly not docusdenthe courts, therefore, have difficulties in
addressing matters that arise out of informal lalvelations. At best they may apply equitable mess
such as specific performance or make orders fontguameruit.

Contracts in the sector are characterized mainlywloyd of mouth and lack the minimal
application of labour standards in the areas ofthead safety, freedom of association, social 8gcu
medical benefits, child labour, etc. The lack dbanal union in the informal economy makes jobssle
secure for the many whose skills are not adequat¢he needs of formal employment. Informal jobs
include a broad range of atypical forms of emplogmehich allow for more flexibility but not enough
security.

There is no institutional framework to monitor therformance of the sector and the various
forms of contract. District assemblies who are sgep to play that role have little information & t
size and characteristics of their local informabreamy and have not been able to monitor employment
conditions, health and occupational safety stargjamkial security and the presence of childrelogal
enterprises, nor have they provided any sustairgalgport for the sector.

Customary labour practices and their related ngremmit employees and employers to negotiate
terms of contracts. This does not take the fornarofemployment contract. Under this arrangement a
landlord gives his lands to a tenant farmer wheegito share the crops with the landlord on this lodis
an agreed sharing formula. The dominant type afextiopping is one which appears in two forms: the
“abusa” and the “abunu” systems. The tenant farms mew land and gives the landlord as rent either
one-third of the yield in the former type, or arualjshare in the latter. Usually the arrangemefdshso
long as both parties are in agreement. Since adritrahese areas is by word of mouth, terminaison
easy and is given by either party without noticdnéV problems arise, they are rarely settled ircthat.

The GAWU of the TUC has realized this developmert is moving towards creating a voice for
these workers. What mostly concerns these laboalsgs their right to fair prices for the goodsdan
services they provide. GAWU has recently calledtmngovernment to ratify international conventions
that provide security and protection for the farsneGAWU is also advocating for the full ratificati of
ILO Conventions on health and safety, child laband gender in Agriculture
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Chapter 6: Social security

A sound social security system can help strengftleicurity in that it ensures income security,
as people are protected at times when they faderetift types of risks, including when they loseirthe
jobs. In addition, social security enhances pragitgtwhich can contribute to guaranteeing emplogine
security.

Some attention has been given to social secustiesin Ghana. Article 37, clause 6, sections (a)
and (b}° of the 1992 Constitution (the Directive Principlefsthe State Policy) emphasizes the necessity
of social security for the poor, vulnerable and #ged. In spite of this laudable provision in the
constitution, there is hardly any viable all-indigs social security system in place to provide ningch
needed social safety net for the poor and socitjuded.

The DSW is responsible for social protection. Etlesugh the department is making an effort to
ensure that the social security needs of the peopleddressed, more has to be done to make Gtiefe
and efficient. The number of staff is about 963 endoefully inadequate. Resources as well asifiesil
to allow the department to work effectively arecat®t available. The department received on average
about 0.93 per cent of total government expendiftom 1997 to 2003, with about 70 per cent of this
amount going to pay personal emoluments. Verglit] therefore, left for investment activitiessiocial
security. Unemployment benefit schemes and sodsistance for the unemployed are virtually non-
existent.

Efforts have been made in health programmes torerkat vulnerable groups do have access to
health services, as a way of ensuring social ptiotecbut with little success. For example, the
government made provisions for some exemptions fieaith costs in the budget of the Five Year Work
Plan (1997-2001). The exemptions concerned “paljpansenatal care, care of the under fives, and car
for the elderly. Generally, exemptions for antahatre, care of the under five and the elderlyewer
implemented with some success. Reports from thasily of Health indicate that a number of factors
prevented the poor and the vulnerable from beigfittrom such exemptions. Some of those factors
include reluctance of health providers to grantngpions, difficulty in identifying who a "paupers,i
delays in obtaining the refund for exemptions gegdntinadequate funding to support the exemptions,
ignorance of communities of their “rights” to exeiops, and administrative bottlenecks in relation t
exemptions for “paupers”. Much remains to be dameneke this measure an effective instrument for
social protection.

6.1  Social security schemes

In 1991, the Social Security and National Insuramcast (SSNIT) Law, (PNDCL 247) was
passed to provide employees with income securitgnathey face certain risks. The benefits which the
law deals with refer to three contingencies, nanpalgsion, invalidity and survivor’'sEmployees also
enjoy some level of protection against employmentry under the Workmen's Compensation Law
(PNDCL 187). The SSNIT pension scheme has a tantiy nature, with employers and employees
paying 5 per cent and 12.5 per cent of basic sataspectively, to the scheme on a monthly bagie. T
qualifying period for enjoying benefits from thehsene is 240 paying months. The calculation of benef
is based on 50 per cent of the average salaryeothtee best years of your working life. Table 6.1
provides data on SSNIT contributions from 19970064

1937 (6) (a) the state shall ensure that contribusshemes are instituted and maintained that witaotee economic security for self-employed
and other citizens of Ghana and 37 (6) (b) theesghtll provide social assistance to the aged asahill enable them to maintain a decent
standard of living
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Table 6.1 : SSNIT contributions and membership
Membership  Average ®ntribution

Year Contribution (billion cedis) (000" (000"

1997 205.6 597.1 344.4
1998 268.9 627.1 428.7
1999 375.3 616.6 608.7
2000 461.5 626.5 736.5
2001 723.2 652.8 1107.9
2002 10415 652.3 1596.7
2003 1367.9 589.5 2320.3
2004 1632.6 619.3 2636.3

Source: SSNIT, Research Division.

From the table above, it can be seen that SSNITribations and membership have risen
steadily, except in 2003 when there was a redud@tionembership. This was largely due to a decreése
the private sector size. Disaggregated figurescate that the average contribution from subverted
agencies is higher than that from government usits, but lower than that from the private sector

Figure 6.1 provides the number of SSNIT contribsitoy economic activity. From the figure it
can be seen that the majority (70 per cent) ottrdributors are from the service sector followgdhe
manufacturing sector. Sadly, contributors from aigeicultural sector form just two per cent of tiogat
number of contributors, though the majority of tabour force is employed in that sector. This ig ¢t
the informal nature of the sector. The SSNIT is imglefforts to bring these informal sector emplayee
on board. However work on this is just at the prafmy stage.

Figure 6.1: Number of SSNIT contributors by econom ic activity, 2004

Manufacturing
22%

Service
76%

Source: SSNIT

Overall annual average old age/invalidity benefiyments by SSNIT have grown considerably
from about 644.5 thousand cedis in 1993 to abo61 50thousand cedis in 2004 in nominal terms (table
6.2). In real terms, however, the increase is igotificant, with annual average old age/invalidignefit
payments increasing from 786.10 thousand cedi998 1o 1441.26 thousand cedis in 2004.
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Table 6.2: SSNIT benefits and claims ° (in billion cedis)

Lump Sum Old age/ Invalidity Death/  Survivor Total
Year Claims Number Average* Claims Number Average* Claims NumberAverage* Claims Number Average *
1993 0.7 4,924 140.3 0.3 6,684 47.3 0.8 2,377 335.41.8 13985 129.0
1994 1.1 4,737 235.9 0.4 10,738 41.9 2.3 2,864 9B15. 3.9 18339 212.9
1995 2.2 5,834 384.9 0.9 16,214 53.6 3.2 2,659 $1956.3 24707 254.7
1996 2.1 4,463 466.4 1.3 21,775 59.7 5.8 2,949 BI9779.2 29187 315.6
1997 2.1 2,527 8335 22.3 26,665 835.7 9.5 3,2741229 33.9 32466 1044.9
1998 2.7 3,045 895.5 19.9 30,936 644.5 11.2 3,543523 33.8 37526 901.7
1999 5.0 2,634 1915.8 28.8 35,633 811.0 14.9 3,24661.4 48.8 41443 1177.7
2000 6.6 2,528 2603.8 457 41,301 1106.9 22.9 3,16237.4 75.2 46998 1600.8
2001 8.1 2,353 3462.8 67.9 47,024 1443.9 30.8 3,58209.8 106.8 52911 2019.0
2002 10.1 2,391 4217.9 105.9 51,576 2053.4 44,3 593,612111.8 160.3 57626 2781.9
2003 114 2,355 4824.7 166.5 57,447 2898.6 70.4 094,216718.9 248.2 64011 3878.2

2004 16.1 2,479 6502.6 339.0 66,971 5061.4  110.48594, 22726.9 465.5 74309 6264.7

Source: SSNIT, Benefits Department, * the average thousands of cedis and obtained by dividirgdims by the number of
recipients.

Figure 6.2: Distribution of pension payments by ge nder, December 2004
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Source: SSNIT, Benefits Department.

The distribution of pension benefits from SSNITg(ie 6.2) is highly unequal and gender biased.
In 2004, for example, the average annual pensigmeat was 675.1 thousand cedis whilst the maximum
and minimum monthly pensions were 10.5 million 406 thousand cedis, respectively. Overall about 63
per cent of pensioners received less than the miminvage of about 302 thousand cedis. Females
constitute about 11 per cent of the total numbesooitributors and the majority of them can be found
the lower income brackets.

In recent years, the SSNIT pension scheme has aorder serious criticism from various
stakeholders regarding transparency and accoutyafiihe Law (PNDCL 247) requires the Trust to
submit annual audited financial reports to the gowesnt through the Minister of Finance, but nothe

20 Whiles lump sum claims represent a bulk amoumhofiey paid to employees at the point of exit tospem old
age/ invalidity pension refers to monthly paymentpensioners and employees who exit early fromleynpent
due to health related problems. Death survivontsa@re benefits paid to survivors of a pensioner.
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contributors. This reduces transparency and acability. Submitting information on the fund in the
same way as company shareholders are providedanithal reports would help improve transparency
and accountability. In addition, the governing bahd employees of the scheme cannot be sued for
losses incurred by SSNIT (section 33 of PNDCL 24This is a flaw because the beneficiaries are made
to carry any burden of losses incurred by the mamagt of the scheme. Under these conditions a
principal-agent problem arises where the princigahtributor) cannot observe activities of the dgen
(managers) due to information asymmetry. Agentstherefore, able to use their private non-obsdevab
information not in the interest of the principalitlrather in their own interest. Such a situatieadss to

the exploitation of the principal through high adistrative costs and low pension payments.

The perception is that the scheme has made badtingats and that its investment decisions are
influenced by the government and this is likelyb® true. Of the 12-members of the board of SSNIT,
seven come from the government or are appointethédygovernment including the Director-General.
Reducing undue pressure from the government and famg of political manipulation becomes
imperative if the fund is to operate effectively.

Under the SSNIT scheme, the calculation of benefiggsends on contributors' salaries for their
best three years. There is a tendency for manwferisompanies, especially self-employed contrils,itor
to raise their salaries or that of their employdesng the last three years of service. This trendbles
contributors to have higher pensions upon retiregmirshould be added that many loans have been
advanced to students on concessionary terms. Howtbeerecovery rate is quite low.

A recent actuarial report on the impact of the gomeent using 2.5 per cent out of employees’
contributions to fund the National Health InsuraBheme (NHIS) highlighted some liabilities of the
fund. The report indicates that the pool of funglBich act as reserves for future benefit paymeastgss
than the net present value of accrued benefitlemiEnts. This culminates in an unfunded liabiltyrich
is not reported in financial statements. For examnpk of December 1999, the Government Actuary’s
Department of the UK determined the unfounded litids to be about 4.708 trillion cedis. The
implication is that the scheme will require an dddal 4.708 trillion cedis to pay all of its acex
liabilities, should the scheme be terminated at fi@int. The report also notes that at the current
contribution rate of 17.5 per cent, the fund'sorativill fall below four in the year 2005, or earlishould
the contribution rate be reduced.

A major issue concerning the SSNIT scheme is iteeship. There are those who believe that
the scheme belongs to the government, since liteisiltimate guarantor or underwriter, whereas ather
largely supported by the TUC, assert that the tisist private fund with the government implicitly
assuming a custodial responsibility through thaldithment and appointment of trustees who hold the
fund in trust for the benefit of the contributors.

Essentially, the threats to the scheme include gministrative costs, poor returns on
investment, the burden of the national studen@hdp political interference and the 2.5 per cent of
employees' contributions used to finance the NHIS.

The Civil Service Pension Scheme (CAP 30) was &shedal by the colonial and independent
governments of Ghana for their retired employeesld6. The scheme is contributory for some
employees, but unfunded and dependent on the édatsa fund for payment of benefits. The calculatio
of benefits is based on 70 per cent of one’s teshgalary and the qualifying period for receivirgnbfits
is 120 months. Currently the Ghana Armed Forcealdsmain institution that benefits from this scheme
As of December 2004, there were about 1.1 milli@mgioners in the civil service pension scheme.
Expenditure on pensions under the scheme is less Xhper cent of GDP. Generally, expenditure on
pension schemes in the country has always beethiassl.5 per cent of GDP as shown in table Big
Civil Service Pension Scheme suffers from varioggniaistrative and governance problems that

2L Fund ratio is a measure of the financial stremdgtthe scheme and could be explained as the nuaibemars the
reserves of the scheme could be applied to optratecheme at the current expenditure should donimns cease.
For the SSNIT scheme the minimum level is 4 years.
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undermine effective control and contribute to therebloated pension register and the rising coshef
scheme.

Table 6.3: Expenditure on pension schemes (billion cedis)
2000 2001 2002 2003 2004

Gratuity payments 77.9 114.4 200.7 266.8
Number of beneficiaries 3599 4719 5728 5484
Pension payments 216.2 270.4 355.3 268.6
Number of beneficiaries (thousands) 1,105 1,11214,1,116
Average pension payment (thousand cedis per annum) 196 243 292 241
Total pension and Gratuity payments 266.4 294 3%®BB 5354
Total pension and gratuity payments as % of GDP 70.8.81 0.84 0.67
Total benefit payment by SSNIT 0.28 0.28 0.34 0.3858
Total benefit payments by SSNIT as % of GDP 75.26.80160.3 248.2 465.5
Total social security payments 341.6 400.8 545.2.801000.9
Total social security payments as % of GDP 1.2651.0.14 122 1.25

Sources: Compiled with data from CAGD and SSNIT.

There are also other pension schemes. These a@htra Universities Superannuating Scheme,
the Unilever Pension Scheme and the Ghana Comrm&aik Pension Scheme. The freezing of the
end-of service benefits in 1991 led to the esthbient of private schemes and provident funds. Trust
deeds and rules govern such private occupatiomaige schemes with no central regulatory authority.
However, the principal law that is supposed to goy®ivate pension schemes is the Long Term Saving
Act (Act 679). The act provides a tax relief of A per cent of contributors' monthly salaries iniidd to
the 17.5 per cent granted to SSNIT contributorend@rn with the gross limitation of the currentiabc
security schemes led the president of Ghana to forremmission — the Presidential Commission on
Pensions — in 2003 to examine existing pensionrsebeand to make recommendations for a sustainable
and efficient system that would guarantee worketsa@ent standard of living based on a pension.

Evidently, the most important social safety neGimana is the traditional community and family-
based welfare system that involves extended fasnilezal organizations, etc. Apt and Amankrah (3004
confirm this by arguing that employees do not fallthe government or on institutions for assistance
times of need, but rather rely on family and friendSuch a system, as discussed earlier, incogsorat
traditional and cultural norms and has demonstrisedbility to uphold and consolidate social cabes
and practices.

In general, social security should be concernetl witt just cash benefits and medical care, but
also in kind benefits and the satisfaction of oth&sic needs, like housing and possibly food sgcukpt
(1994) calls for the formulation of policies thatégrate indigenous structures and practices avldmy
active economic roles for the elderly, and pronfotancial security in old age. The implicationtfsat
the elderly should be given the opportunity to ipgrate at certain levels of the development preces
where their age and experience allow.

The approach of Ghana towards social securitysedan the assumption that economic growth
will take care of the social security needs of #ued, vulnerable and marginalized groups, such as
women, children and the physically challenged. Miétle emphasis is given to the specific needs and
requirements of those categories of persons. Seeialrity institutions and safety nets are muck les
developed than the level of national economic dgprekent would allow. Additionally, social security
provision for employees in the informal economyeissentially a private concern for families and
communities. Unemployment benefit schemes and lsassistance for the unemployed are virtually non-
existent. The government is yet to design and dgvelable policies and programmes for the welfdre o
poorer segments of the society.

The meagre pension and gratuity received by peesipthe inability to prepare sufficiently for
retirement, the high cost of social services, saglhealth as well as the erosion of the purchgsimger
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of pension allowance resulting from inflatidrave rendered many pensioners vulnerable and wtestit
(Obiri-Yeboah, 2003). Many of them are, therefdogced to return to work in the formal and informal
sectors, either as consultants or on a contraé bass private entrepreneurs. In fact, inconsecurity
poses a threat to many Ghanaians, especially #a &gt and Amankrah (2004) report that more thHan 5
per cent of pensioners are worried about theirnfife position at old age and anticipate government
interventions to ensure income security.

What is more worrying is that only a small percgetaf people over 60 years are benefiting
from pensions. The work of Apt and Amankrah (20@4)eals that only 19.2 per cent and 17.8 per dent o
respondents aged 60 and above are entitled togmemsiUrban Ashanti and Urban Accra, respectively.
The majority of employees who are working in théoimal economy as unpaid family workers, self-
employed, micro-entrepreneurs, farmers, craft eygae, artisans, traders, etc. will not have anyasoc
protection against insecurity when they retire fractive work unless they have personal pensiorsplan

6.2 Employment and income insecurity, and coping st rategies

A very important component of income and employmssturity is the non-wage and other
benefits provided by employers for their employdeshe formal sector the Technical Sub-Committee o
the NTC has deliberated and agreed on the estatdisthof end-of-service benefits as a supplementary
benefit scheme to the existing SSNIT pension schattbe enterprise level. The committee has also
provided guidelines for the establishment of theeste. The Ghana Employers’ Association (GEA) has
encouraged its members to establish provident fimdtheir employees. From the survey conducted by
the authors of this paper, about 28 per cent ofélpondents affirmed that their employers haveiput
place measures aimed at enhancing employment aal security. The figure is a little higher in alir
areas (34.5 per cent) and the formal sector (3&.2¢nt), and lower in urban areas (22.4 per @mt)in
the informal economy (19.3 per cent). These figioesome extent indicate that not very much is d¢pein
done by employers to ensure employment and incearisy.

Some of the measures put in place by managememnsare employment protection are
improvements company finances, business exparsimuring efficient supplies, forming partnerships t
enjoy economies of scale, quarterly meetings toudis the work situation and insurance. In the férma
agricultural sector, irrigation facilities and ttac services are offered. With respect to incoerusty,
higher salariesprovision of various forms of assistance to empbsydhe establishment of welfare and
provident funds, payment of medical bills, eduaatio various areas of income security are soméef t
measures put in place. A cursory look at the meassinows that most of them contribute only indiyect
to ensuring employment and income security thrahghsustainability of the business. From the survey
areas where employers have done much are the payheredical refund and the provision of credit
facilities for their employees. Abou2.5 per cent of the respondents receive partidulbrmedical
refund. A cross check of the results shows thatredse 70 per cent and 72 per cent of those in thenur
and formal sector receive partial or full medicafund, respectively, the corresponding figurestfar
rural and the informal economy are 56 per cent Bder cent, respectively. The work of Standing
(2004) also indicates that about 46.9 per cent &h@ per cent of urban and rural households have
insufficient income to finance their health care.

According to Standing (2004), the majority of mé&2.( per cent) and women (55.6 per cent) in
Ghana have experienced at least one financiakdrisihe past three years. Some 80.0 per cent of me
and 78.5 per cent of women experience consideiabtene variation from month to month. Access to
credit to support individuals in times of need, drees critical. Our survey indicates that about 46 p
cent of respondents have access to loans from é&meployers though the amount borrowed is not
significant. In rural areas the figure is higher.Gper cent) compared to urban areas (34.2 pdY. ¢en
addition, those in the formal sector obtain loamsnf their employers more (50.5 per cent) than those
operating informally (42.3 per cent). The inakilitf the majority of individuals in the informal @omy
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to access loans limits their ability to absorb $tspsuch as floods, droughts, illnesses, layofts, strife,
poor rainfalls, bushfires, and so on.

Box 6.1: TUC's efforts in ensuring income security

The TUC at the national level has made effortqstiute measures aimed at ensuring income secilitigy Union
in 1997 raised an amount of 5.7 billion cedis fr88000 employees to establish the Labour Entergdniast with
the primary objective of establishing businessrmasthips that will yield profit and help improveettvell-being of
employees. This was due to the job losses registaueing the down sizing of the until then overdikd Civil
Service which took place when the SAP/ERP was adbpthe Labour Enterprise Trust is governed by ardhp
composed of 9 members. Five of them including therenan are representatives of TUC. The Trust haseeded
in establishing 5 formal businesses - long-ternegtments in an Insurance Company (Unique Insur@ooepany),
a City Car Park project, a Water Tanker Serviceadio Taxi Service and an Employees Property Owinier|
Scheme - with the support of the ILO, GovernmentSaigapore, EMPRETEC (Ghana) Foundation and|the
International Co-operative and Mutual Insuranceedfation. These companies are successfully operatidghave
made modest gains by creating 186 direct jobs.

[

Civil society and in particular independent demticrarepresentative member-based
organizations in the informal economy largely cimtte to the strengthening of income security,
especially in a country like Ghana where State sttpp virtually unavailable. Such institutions inde
self-help groups, savings societies, faith-baseb@ations, cooperatives, mutual benefit societied
NGOs. The work of these organizations is benefimahll spheres of social and employment security.
Their action is complementary to that of the govesnt.

Information from the Registrar General's Departmenticates that there are over 2000 such
organizationsworking in different areas to enhance employmerd acome security directly and
indirectly. However, many of them are not activel anordination of their activities is very weak. date
Ghana does not have any policy or policy framewonkNGOs. The Ghana Association of Private
Voluntary Organizations in Development is an unlaretganization for such NGOs. The association has
about 429 foreign and local registered NGOs workinglifferent areas, such as food security, micro
credit, conflict resolution, health, education, ieawment and income generation, amongst others. The
positive aspect of the work of these NGOs is thay toperate at the grassroots’ level and mosteif th
activities directly benefit the rural, vulnerabledamarginalized groups. Complete information orirthe
activities is non-existent. However, it is gengralccepted that the activities of these organinatiare
developmental in nature and in most cases arerdEsig ensure social protection for the vulneraiig
needy. While some of them are doing very well igittareas of operation, the activities of otheeslass
impressive.

A third of the respondents interviewed by the atghof this paper were associated with
organizations with informal mechanisms (non-staddimrms) of social and employment protection.
Disaggregated analysis revealed that the figuadlitie higher in rural areas (40.9 per cent) tirmarban
areas (19.3 per cent). However, there is no diffegebetween the formal and the informal sectomnes
of the social protection schemes mentioned incfirdcial aid, welfare services and funeral aidtHa
agricultural sector some of the associations pefiide tractor services, particularly for out-grosve

In comparison with other flexible work schedulasstsas a 40-hour week extended to six days in
a week, 40 hours’ working time compressed to faysdn a week, working from home for certain hours
in a week, if the job allows it, working only fooime months in a year if the job permits, the majaf
the respondents preferred the normal 40-hour weskpleted in five days. Reasons given for this
preference included familiarity, sufficient timerfpersonal matters, difficulty involved in workimgore
than eight hours a day, convenience and less fittess
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Figure 6.3: Supplementary business of respondents b y rural /urban (%)
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Individuals and specific vulnerable groups use anlmer of mechanisms to ensure income
security. At the household level, individuals unidke other activities besides their principal otwe,
generate alternative income. About 48 per cenho$e interviewed have other businesses that serve t
supplement their main income. Figure 6.3 provides gercentage of urban and rural respondents who
undertake other businesses to improve their inderweds. In rural areas, handicraft work and farméang
the main supplementary economic activities, wheteashing/consultancy, taxi driving, and setting up
shops are predominant in urban areas.

The lack of a holistic policy on social securitydathe meagre pensions received by pensioners
has led to the formation of pensioners' associgtidihe major ones in terms of membership and
effectiveness are the VAG, Ghana Commercial Banksi®aers’ Association, Unilever Pensioners’
Association, GGPA, and the National Pensioners’oBisgion (SSNIT). The total membership of these
associations is about 142,270 with the GGPA beaglargest with around 93,000 members. The basic
objective of these associations is to improve tedfate of their members. Some of them such as VAG
and GGPA have regional and district offices. Almalstof them are financed from membership dues of
1000 cedis a months. Only the GCB and Unileverireq@,000 and 500 cedis, respectively as monthly
dues. The VAG receives subventions from the govemnand other income from the operation of a
special raffle and other businesses. The GGPAveseaome income from the operation of transport and
investments in treasury bills. The other enterpbased associations also receive various forms of
assistance from their parent companies albeit sl

Benefits from the associations to their membersvarg small. For example, the basic benefit
provided by the GGPA is 10,000 cedis to the childoé a deceased member or to the member in the
event of their spouse’s death. The VAG has expahée@fits through various forms of assistance such
as medical refund, provision of coffins and spdetwdor active members in some of the districts.
Comparatively, VAG is ahead of all the associationgerms of funding due to the support from the
government and the administration of the VAG sqeaeifile.

The associations have serious financial difficslti€everal attempts have been made to raise
money through income generating activities, buhwinited success. For example, GGPA tried to ihves
in agriculture and bee-keeping but the projectethibecause of the vagaries of the weather, tedhnica
problems and the lack of a proper feasibility plagzick of foresight and investment options posesafppm
problem to the associations.
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6.3  Towards a universal pension scheme

Today, it is widely accepted in Ghana that the aoskcurity pension system needs to be
reformed to better satisfy the needs of pensioandsto include those who are not catered for by any
social security scheme, except the traditionalrmfd system. The provision of social security pctde
the aged from poverty and from a decline in thé&indards of living due to the cessation of regular
income. Table 6.4 presents estimates of the anmfuresources needed to provide an annual pension of
211,680 cedis (70 per cent of the minimum wage 19200 cedis per day in 2004) to the estimated 1.1
million Ghanaians above 64 years in 2004. Fronmtdb&e an amount of 2.8 trillion cedis (2.18 pertagn
GDP) will be needed to finance such a universasipenscheme. The biggest challenge is how to fieanc
this scheme. It must be noted that the provisiooldfage pension involves trade-offs between ptiatec
and distortion, in that benefits are conditionabmpncome or employment and the financing of these
benefits through taxes collected creates deadwtighes resulting from changing the behaviour dfibo
the older and the younger population. A first gafrcall would be to have a national identificatsystem
that would help track individual contributions teetscheme.

According to Fieldstein (2001), the key featuresagial security today should be a shift from a
pure pay-as-you-go tax-financed system in whiclesaon current employees are primarily distributed t
current retirees, to a mixed system that combigsas-you-go benefits with investment-based pefsona
retirement accounts. Many people, especially tifeeseployed, could contribute something towardsrthe
pension if the right stimulus is provided. A perabretirement account funded by the individual vifib
government providing some incentive for peoplenteest for their old age would be a better altexeati
The incentive system could be tailored to take cdngoorer segments of the society. The schemedcoul
be fashioned along the lines of the NHIS. A majooblem with such a scheme would be the
administrative cost, risks and how to ensure incozdéstribution.

Table 6.4: Cost of universal pension scheme

Iltem

Estimated population above 64 years in 2004 1108952
Minimum wage per day in 2004 (cedis) 11200
Annual minimum wage (thousand cedis) 3,628.80
70% of minimum wage (thousand cedis) 2540.16
Monthly pension 211680
Total annual payment (trillions) 2.81
Government Expenditure in 2004 (in trillion cedis) 25.85
Nominal GDP (2004) (in trillion cedis) 77.62
Pension payment as a % of Government expenditure 0.881
Pension payment as a % of GDP 2.18

Source: Authors’ computation

Chapter 7: Risk management mechanisms

7.1  Savings and credit

Income insecurity is a dynamic process relating afttivities such as risk, irregularity,
susceptibility, and the vulnerability which surraisnncome generating capacity. As such, the avhijab
of savings and credit facilities is quite vital @msuring income security. In recent years, savirye
improved in Ghana. Information from the African R&pment Bank Report (2004) indicates that annual
average (1980-1990) gross national savings as @emege of GDP was about 9.9. This is very low
compared to that of Africa (23.5). The situatiors raproved substantially in the 1990s. Annual ager
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(1991-2003) gross national savings as a percerahg@DP have increased to about 23.2 per cent
compared to that of Africa (19.8 per cent).

Table 7.1: Liabilities of deposit money banks (in billions cedis )

Year Demand Foreign Currency Savings  Time Total Growth
1990 120.8 0.0 55.7 10.6 187.1

1991 140.0 0.0 79.0 17.6 236.6 26.4
1992 174.8 0.0 116.4 42.3 333.5 40.9
1993 2353 0.0 136.6 63.6 435.5 30.6
1994 320.9 0.0 206.6 67.2 594.7 36.5
1995 3711 0.0 259.5 144.8 775.4 304
1996 1,898.2 515.6 1,227.1 802.2 4,443.2 473.0
1997 2,728.4 2,671.3 1,753.0 1,204.8 8,357.5 88.1
1998 3,636.5 2,830.2 2,365.7 1,788.3 10,620.7 27.1
1999 11,739.1 9,416.2 9,284.1 6,527.7 36,967.1 248.1
2000 12,3946 17,6725 11,564.6 6,593.5 48,225.1 30.5
2001 15,930.2 24,956.7 16,696.4 11,253.6 68,836.9 42.7
2002 29,840.6 36,346.5 23,117.0 15,643.6 104,947.7 525
2003 47,778.0 48,620.0 30,901.4 19,982.7 147,282.1 40.3
2004* 66,253.0 59,742.7 37,926.9 24,927.8 188,850.4 28.2

Source: Bank of Ghana, *Figures are from Januaidvember.

Tables 7.1 and 7.2 show the liabilities of depasitney banks and end-use analysis of deposit
money bank loans and advances for the period 19%003. Average annual growth of savings has
hovered around 85 per cent from 1990-2003. Theease in savings has led to an increase in loans and
advances. Average annual growth of loans and adgaiscabout 90 per cent over the same period. The

drastic increase in savings, loans and advanc&996 and 1999 is primarily due to pre election year
spending.

Table 7.2: End-use analysis of deposit money banks loans and advances, 1990 - 2003

Year Agricultural Industrial  Service Total Growth  Share of agriculture (%)
1990 12.2 31.0 24 67.4 18
1991 12.4 34.7 35 82.3 22.1 15
1992 14.7 55.9 62 133.1 61.7 11
1993 17.3 76.2 83 176.3 325 10
1994 24.4 121.0 111 256.0 45.2 10
1995 42.1 188.1 143 373.0 45.7 11
1996 264.5 1,113.1 753 2130.9 471.3 12
1997 460.1 1,491.7 1569 3521.2 65.2 13
1998 741.5 2,206.4 2548 5495.5 56.1 13

1999 3,256.1 9,202.9 9576 22035.4 301.0 15
2000 4,968.5 17,445.9 14693 37107.5 68.4 13

2001 6,761.3 23,757.6 27310 57828.6 55.8 12
2002 6,930.1 25,228.1 36365 68522.9 18.5 10
2003 9,977.4 31,469.7 32041 734879 7.2 14
2004 8,569.4 30,882.7 34138 73589.9 0.1 12

Source: Bank of Ghana, *Figures are from Januaiydvember.
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End-use analysis of deposit money banks loans dwdnaes for the period 1990-2003 shows
that the majority of the loans and advances gdeoindustry and services sectors, particularly ehias
the formal sector. Very little, approximately 12 pent, of total loans and advances go to the altui@l
sector where majority of the labour force can henfb The absence of credit facilities, physicakés as
well as social protection renders informal opemgtqrarticularly those in the agricultural sectogryw
vulnerable. A little destabilization in their incemearning resulting from flood, drought and illness
renders them poor and the lack of coping strategmesmechanisms makes it difficult for them to work
out of poverty. Similar situations usually have datveam impacts such as taking children out of @cho
or depleting resources through the sale of pragerlike land.

There are many problems associated with improvingstment opportunities or with making
credit facilities available to the low and middleeome groups and employers in the informal economy,
especially in rural areas. These include the difficin penetrating isolated rural communities witbor
infrastructure, the cost of infrastructure develepiin rural areas to minimum savings requirements,
security requirements for loans, the complicatgoepavork which is not familiar to rural people, athe
high interest rates charged by banks. Moreoveiinbases in rural areas are informal in nature ave h
their own problems such as deficiency in governapoer business environment, lack of appropriate
legal systems and property rights, absence of akwearket institutions. In order to better serveak
people and informal employees various schemes hega devised. These include the establishment of
rural banks, credit and savings schemes and anedins. In the following sections, we provide some
details on these establishments with respect tw gexformance on savings mobilization and credit
provision.

7.1.1 Rural banks

The Banking Act makes provision for the establishimaf rural banks to mobilize savings and
provide credit in rural areas. In all there are 1@l banks spread throughout the country. Infaiona
from the Bank of Ghana, as shown in table 7.3,caidis that there has been a steady growth in the
activities of rural banks. Deposits, loans and adea on average increased by about 50 per cenalynnu
from 1998 to 2004. Though end-use analysis of dhed and advances is not available, discussiofs wit
managers of rural banks reveal that most of thedam to the informal economy and to rural clidots
rural development.

Table 7.3 Deposits and loans of rural banks (in bi  llion cedis)
1998 1999 2000 2001 2002 2003 2004
Deposits 110 138 236 382 732949 1,357
Investments 58 71 144 248 452525 725.5
Loans And Advances 48 67 98 145 24348 567.5
Total Assets 157 185 317 519 9541 275 1,791

Source: Bank of Ghana.

7.1.2 Credit unions

The credit union (CU) movement in Africa was stdrte Ghana by a catholic missionary in
1955. CUs are owned and controlled by their memi¥gre basic objective of a CU is to save together
and create a financial pool out of which memberstmarrow resources in times of need and/or forrothe
productive or provident purposes. As of 2004rdgheere 261 CUs. Some 135 of them are workplace
based with 71 and 55 of them community and parésted), respectively. The large number of workplace-
based CUs reveals their importance to employeesh E& is run by a board of directors (management
committee) elected by members to manage the aftdithe CU. Management takes place through
technical committees, such as the credit committegervisory committee and the education committee.
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There is an umbrella organization (the CU Assammtiwith headquarters in Accra. Its function is to
coordinate the activities of the individual uniof$he activities of CUs are regulated by the Finainci
Institutions (non-banking) Law of 1993 (PNDCL 328)Table 7.4 provides some basic information on the
performance of CUs from 2000 to 2004.

Table 7.4: Membership, loans and deposits of CUs (b illion cedis), 2000-2004

Details 2000 2001 2002 2003 2004
Membership 76,356 96,052 125,000 132,000 163,860
Deposits 55 84.6 150.2 206 354.7
Loans 38 59.4 88.3 88.3 216.9
Total Assets 63.4 98.6 200 250 423.8

Source: Credit Union Association of Ghana.

On average membership grew by about 21 per centallgrover the period 2002-2004, and
deposits and loans grew on average by 60 per oerB& per cent, respectively over the same pefibd.
role of CUs in ensuring employment and income sg8cis significant though their coverage is quite
small. CUs have contributed to capital formatiohe Hisbursement of such capital has been beneficial
agriculture, small-scale businesses and the overllare of their members, especially the low and
middle income operators in the informal economy.

Figure 7.1: Distribution of loans from CUs

5%
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30% m Business Loans
20% O Agriculture
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W Medical
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15%
25%

Source: Credit Union Association of Ghana

Figure 7.1 shows the sectoral distribution of loBgsCUs. It can be seen that most of the areas
for which loans are granted are social and devedopah in nature. Evidently, the loans go to help
members absorb shocks and reduce the risk of inemiemployment insecurity. Loans are difficult to
obtain for many employees, especially those initifiermal economy, due to their lack of collateral.
Loans offered by CUs, therefore, provide a cuslidmrworkers in times of need and help reduce shocks
deriving from labour unrest and labour unavail#piliCredit thus enhances employment and income
security. Other indirect downstream impacts on arelfincome and employment security of the actigiti
of CUs include the creation of direct and indirestployment? helping to provide children’s education,
access to health care, and small business devefipme

22 cUs employed about 550 people in 2004.
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7.1.3 Savings and loan schemes

Another important avenue for savings and creditttier informal economy is savings and credit
institutions. Overall there are 11 recognized sgwimand credit schemes registered with the bank of
Ghana. Like CUs, the Non Banking Financial InsiitatLaw regulates the activities of savings andlicre
schemes.

Table 7.5: Assets and liabilities of savings and |  oans schemes (in billion cedis)
2000 2001 2002 2003 2004

Total assets 37.7 78.6 1429 198.4 340.9
of which loans 15.1 28.1 46 70.1 130.5
Total liabilities 349 719 1429 1717 258.1
of which deposits 32 67.3 106.3 161.6 225.9

Source: Bank of Ghana.

Overall assets of Savings and Credit Schemes arer Ithan those of CUs. However, annual
average growth in the volume of credit and depdasitauch higher in savings and loans institutidrant
in credit unions for the period 2000-2004.

Problems which both CUs and savings and credittitisins face are low interest rates, loan
delinquency, delays in repayments and adminisgattests. Making special concessionary credit
available to these institutions and assisting tleerdeveloping innovative ways to reduce delinquency
rates and delays in payments as well as assistérg tn expanding their coverage would be of immense
help.

This study found that savings are picking up irhbrotral and urban areas. About 66.2 per cent of
the respondents were able to save in the last Ifhwm¢no difference between rural and urban aré€xs).
those, 77.5 per cent save out of their wage incahgeremaining out of non-wage incomes. Savings ar
generally higher in rural areas, however, the lévdbw. About 45 per cent and 55 per cent of rarad
urban dwellers, respectively, save less than 10cest of their monthly income. The basic reasoms fo
saving are to ensure income security and to bugsset. The preferred savings means is the bank, as
indicated in figure 7.2.

Figure 7.2: Preferred savings medium

100%-

Rural Urban Total

‘ﬂBank B susu collectors EISelf, Relatives and friends B Credit Union/ Savings & Loans B other

Source: Authors’ Survey, 2005.

As of 1998, 14 banks in Ghana created about 33 m®ducts to help attract savings and
investments, as well as to improve financial intediation. Among these, the ‘Susu’ Scheme
(International Commercial Bank Ltd), TTB ‘Sesamedcdunt (The Trust Bank Ltd), Prudential Welfare

50



and Business Savings Accounts (Prudential Banluafo Abasobo’ (Agricultural Development Bank)
present the most appealing characteristics focusinthe informal economy and addressing the specifi
needs of particular groups. Although progress teenbmade in the area of savings’ mobilization and
credit provision, more needs to be done to get riggority of Ghanaians to subscribe to such
products/services, especially in such a low-incotog; growth environment. Banks' focus on large
companies and less on micro and small-scale iridasthigh charges on some of these new products,
discouraging participation, concentration of bainkarban centres, and alienation of the majorityusél

and agricultural workers, who most need such prsjuare some of the problems hindering the
participation of the poor in banking and, indirgcttausing income insecurity.

7.2 Regulatory framework for banks and its conseque  nces

In 2003 a new Banking Act was promulgated to rettigeBanking Law, 1989 (PNDCL 225) and to
lay down new rules reflecting current internatiosédndards and ensuring effective supervision and
regulation of the banking sector in Ghana. The fewadequately considers the Basle Core Principles
for Effective Banking Supervision (Basle Core Pifes). The law addresses perceived weaknesses in
the banking sector, ensures financial stability erakes the Bank of Ghana (BoG) autonomous. It also
provides greater transparency in the regulatorménaork for banking. In this regard the bill con&in
clear rules and procedures for banking superviaioh thus reduces arbitrariness and the discretionar
power of the BoG as a regulatory body so that @guy decisions can be seen to be certain, detibera
and unbiased.

The Non-Banking Financial Institution (NBFI) actNBCL 328) provides the legal basis for the
establishment and operations of NBFI in Ghana. Bb& has developed various guidelines to regulate
banks and NBFIs in the country as required by Iast of the guidelines have provisions for pernditte
businesses, capital requirements, restrictions emlihg, investments, portfolio management norms,
corporate management norms, deposit taking rules @enalties. Different guidelines have been
developed for deposit taking and non-deposit talBgrIs to reflect their specific needs. In addititme
BoG has developed sanctions for offences and nompliance to ensure fairness and transparency.
Discussions with some banks suggest that they amgecsant and comfortable with the provisions.
Areas which seem to raise problems are the 9 pgmom-interest earning reserve requirement fokban
and the national reconstruction levy of 10 per aamdt 7.5 per cent on profit (before tax) for baaksl
NBFIs respectively. However, a review of banks’ @piens in 2003 indicated that banks were not
handicapped by these measures and in fact cax@axb® reserves of about (including primary resgrves
40 per cent of total deposit liabilities for the shpart of 2003. High profitability ratios of bankesulting
from high charges have led to the collapse of sbusinesses (BoG, 2004).

There are various factors inhibiting savings mahtion in Ghana. From an economic
perspective, these include low-income levels, liigferacy rates, poor savings culture, unattrastieal
interest rates on savings, the lack of confidencéniancial institutions, and limited availabilitf such
institutions. High and rising bank charges are aindentive to domestic savings and effective
intermediation. Charges have rendered bankingaesdxpensive to the ordinary Ghanaian. The problem
of high bank charges has caused complaints fronmibreetary authorities, politicians, corporate bedie
and individuals (BoG, 2004).

In rural areas, where people do not have properagsets to be used as collateral for bank credit,
a practical alternative would have been the ustamd. However, the weakening of the fundamental
principles of customary land law and the breakdowfnthe trusteeship ethos have determined
landlessness, endemic poverty and general insgéaritvomen and men alike. Land conflicts, protealct
litigation and adjudication failures, documentatimottienecks and uncertainty are widespread prablem
with informal land markets. (Kasanga and Kotey,0@). These factors have hampered the use of knd a
viable collateral for access to credit.
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Many studies have shown that the higher the degfréenure security, the higher the demand for
investment. Amanor (1999) remarks that clarificatod tenure rules and security of rights are esaleiot
promoting farm investment, improving productivitpydaencouraging investment in land as a basis for
export oriented growth. Tenure insecurity has mad#ficult to use land as collateral in the forheaedit
market. Evidently, the low investment in agricuuland improvement might be attributed to the tenu
insecurity. Lack of security in this area is a migintive for the formal credit system to extendlitrior a
productive use of land in agriculture.

In the informal economy, the social and culturaheinsions to the problem of low savings
deserve some attention. Many people in the seaonad plan for their future and, therefore, do not
develop the habit of saving in order to achieveartfiggure goals and aspirations. In the absence of
planning, one’s success or failure depends on IBelople, therefore, accept whatever comes their way
and spend whatever income they get. Many dailgrime earning self-employed people in the informal
economy - carpenters, watch repairers, car mechastioe makers - spend their income as they receive
it, anticipating that they will receive more subsently. Moreover, middle income self-employed peopl
do not keep track of their daily expenditure. Unslech conditions, regulating expenditure and irgiren
savings becomes a problem. Furthermore, sociakamilonmental pressures have some impact on low
savings. Some people, particularly women and regexttuates, are not in a position to plan theadias
they are at the mercy of social and environmergatahds. Such an attitude to life encourages spgndi
and reduces personal savings. Encouraging savimgagh education could help solve some of these
problems.

7.3 Social insurance

There is no overt programme on social insurancen filoe government apart from the pension
schemes earlier mentioned. However, there arewsgocial insurance and welfare schemes operating i
workplaces, parishes and communities.

The cash and carry health system which requiredobpbcket and spot payment for health
services, contributed to the development of hdalfifastructure and improvement in health faciliteexd
services. However, there are reports indicatingtthe poor did not benefit much from that systera tu
lack of financial resources and the non-availapiiit health facilities in rural areas. This, amatgers,
prompted the establishment of the National Heattbutance Scheme (NHIS). As of July 2005 the
following activities have been undertaken for thipliementation of the NHIS: enactment of the Nationa
Health Insurance Law (Act 650), Inauguration of thational Health Insurance Council (Regulator),
recruitment of staff for the council’s secretaridgvelopment of accreditation tools, preparatioraof
national health insurance drug list and pricesettgpment of systems for the tracking of the Nationa
Health Insurance Fund, development of the tarificttire for health centres and hospitals, approfal
the budget of the national health insurance couiacitl approval of the formula for disbursement of
subsidies obtained from the National Health Inscedrevy by Parliament.

The National Health Insurance Law touches on alratbshe key issues in health insurance, such
as establishment and functions of the National tHdakurance Council; types, registration and lsieg
of health insurance schemes; District Mutual Hedhlburance Schemes; private health insurance
schemes; general provisions applicable to opematioh health insurance schemes; national health
insurance fund; national health insurance levy; adihinistration and financial provisions. The bénef
package covers about 90 per cent of diseases ootidry.

The structure for the establishment of the NHIS)ding, benefit packages, as well as other
operational issues, has been established. Infosmditom the National Health Insurance Secretariat
indicates that about 128 of the 138 District Mutdaklth Insurance Schemes in Ghana (93 per cemnt) ar
in various stages of establishment. Most of theentarbe launched before the end of the year 2005.
Some 28 mutual health insurance schemes (23 pgrareralready processing claims and benefits.
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The survey conducted by the authors of this papdicates that about 29 per cent of total
respondents have registered with the NHIS. Thedigsi lower in rural areas (24 per cent) than imaar
ones (34 per cent). Reasons why people have nstesgd include, lack of financial resources, latk
knowledge about the scheme, and the unavailalgfitthe scheme in their area. The scheme is facing
many challenges, such as networking, governanceagesnent capacity, risk management, fraud control,
marketing, universal control, availability of hdalservices, quality care and assurance, community
participation and the management of referral system

A major problem that needs to be examined to ensoc&l and income security, is the non-
availability of health facilities and personnelrural areas where the majority of the working paside.
Information from appendix 7.1 indicates that theuydation to doctor and population to nurse ratias a
very high compared to the minimum standards ofWhld Health Organizatioff Unfortunately, the
majority of these medical practitioners and hetdtilities are in urban areas. The additional doserms
of accommodation, transport and lost earnings thetl workers incur traveling to urban centres for
medical treatments could make their situation werse increase their vulnerability. Another problem
be considered is the brain drain in the healthose€if the 702 general practitioners/medical offic@®32
pharmacists and 8976 nurses trained in Ghana f@96 o 2003, about 69 per cent, 38 per cent and 17
per cent, respectively left the country for bettenditions of service in the developed world (ISSER
2004). The NHIS should make a conscious efforttplément measures to alleviate the consequences of
such problems on the vulnerable rural inhabitartits are already impoverished.

Recognition should be given to the fact that ithis first time that such a scheme has been
implemented in sub-Saharan Africa and, therefdreret areno experiences to draw from. The secretariat
should not only be up and running, but also conmagatmore on identifying and coping with the rigis
the scheme before they even occur.

7.4 Public works

The government of Ghana recognizes the use of gukdirks in generating employment.
Evidence of this is the implementation of the Pabmgme of Action to Mitigate the Social Cost of
Adjustment carried out in the 1980s, which employkbour-intensive technologies in the
implementation of Priority Public Works, Feeder BeaProjects, Food for Work Projects, Special
Employment Schemeasnd Sanitation Projects. An ILO report on strudtadjustment and employment
in Ghana indicates that the use of labour-baseshtdagies generated twice the number of jobs that
would have been created with the conventional egeip/capital intensive methodologies (NDPC, 2003,
p. 58). A study by DFID (1998) shows that road ect§ using labour based methods were 30 per cent
financially cheaper than equipment based methadadt, this reflects one core problem of economic
development - as long as labour is so cheap in adsgn to capital, no sufficient capital/investment
based growth process can get started. Upgradingkilie of the labour force to make it more expeasi
in relation to capital, therefore, becomes impeeati

The GPRS echoes the use of labour-based methogsbiic works as a strategy for poverty
reduction in the construction and maintenance ofl ¢nfrastructure, wherever it is feasible, and
emphasizes the proper identification, managemeshinamitoring of occupational risk at work places to
ensure the implementation of health and safetydstals (NDPC, 2003).

The Public Works Department (PWD) under the Migistf Works and Housing is one of the first
departments established by the colonial governnernmplement the government's policy on good
construction practices, public buildings’ maintecgn contract administration, and the provision of
technical advice to the government at the natioeagional and district levels. In recent years, ynaiits
responsibilities have been taken over by other @gendue to specialization and decentralization. At
present, the department principally focuses omiamtenance of government buildings located maimly

% Minimum standards for WHO is Physicians — 1:5000r9¢s — 1: 1,000.
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cities. It is mostly funded by the government. Hepartment estimates that an amount of 25 billedisc

is needed annually to sustain the maintenance wérgment buildings. However, the investment
expenditure for the department has always beerthassa billion cedis. It is only in 2004 that anaunt

of six billion cedis has been made available todéeartment for investment activities.

Discussions with the head of the department redeilat the PWD has about 2000 employees
recruited on a full-time basis and hardly engagsspfe in rural areas on short-term work. In additio
situations where contracts are awarded to contsctery little is taken into account with respexthe
social-economic and employment generating capagaftydevelopment as specified in the Public
Procurement AcfThe explanation given is that the social and ecaa@niteria to be used in determining
the optimum bid are non-existent. Moreover, manytiaetors prefer to deal with their trusted artssan
than to rely on local workers who may lack the respi work ethics and experience. However, local
labourers are used in most contra&eother department under the Ministry of Works atdusing
which has the responsibility of training and assistural communities to build their own housesimigir
off agricultural season is the Rural Housing Deapartt. Unfortunately, its investment budget over the
year is so low that the department has not beentahindertake any meaningful investment activity.

Table 7.6: Releases for the road sector development  programme (million US$)
GoG Donor  Total Total as a % of GDP
1966 105.79 98.37 204.16 2.95
1997 135.94 96.83 232.77 3.38
1998 107.87 112.23 220.1 2.94
1999 14493 73.77 2187 2.84
2000 75.72 595 135.22 2.72
2001 55.13 39.66 94.79 1.79
2002 69.24 32.16 1014 1.65

2003 94.21 48.81 143.02 1.91
Source: Road Sector Development Programme Revigarie 2001-2003, MRT.

A major sector notable for public works is the domstion sector. The sector averagely
contributes about 30 per cent to industrial GDFormation from GLSS IV indicates that the sector
employs about 1.4 per cent of the economicallyvactiopulation above 15 years. In the construction
sector, road construction takes a huge chunk ofrestment budget and has the potential to gemerat
employment. As indicated in table 7.6, expenditarethe road sector as a percentage of GDP has
decreased consistently from 3.38 per cent in 18%bbut 1.65 per cent in 2002, but increased therea
to 1.91 per cent in 2003. Average annual experelidar road construction from 1996 to 2003 was about
US$168.8 million with around 58.4 per cent comirani the government and the remainder from donors.

Table 7.7: Ghana's efforts to support labour-based methods of road construction
GoG Donor _ Total Total as a % of GDP
1966 105.79 98.37 204.16 2.95
1997 135.94 96.83 232.77 3.38
1998 107.87 112.23 220.1 2.94
1999 14493 73.77 2187 2.84
2000 75.72 59.5 135.22 2.72
2001 55.13 39.66 94.79 1.79
2002 69.24 32.16 1014 1.65

2003 94.21 48.81 143.02 191
Source: Road Sector Development Programme Revigarie 2001-2003, MRT.
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Box 7.1: Ghana'’s efforts to support labour-based me  thods of road construction
In 1987, the Government of Ghana together with dorsaich as the World Bank, ILO and the United Nwtip
Development Programme undertook a programme tobil@éhte and construct roads and culverts usingual
based—methods. The programme involved training,ptiogision of construction equipment and the priovisof
road construction contracts for the trained comtnac The training programme helped 21 contract@G3
supervisors, 15 mechanics, 29 engineers and 3Inésreo upgrade in their respective areas. With eesfo
construction, a total of 150 kilometers and 214vetk were rehabilitated or constructed. The ayemman day
input was 2,650 man days per kilometer and the eynpént created about 397,000 man days. The tosal wage
paid to the employees was about US $368,000. Thikswout to an average daily wage of about one alad

The Department of Feeder Road (DFR) has about 86sciC?®* contractors who bid for the constructiq
rehabilitation and maintenance of gravel and e&stder roads. Additionally, there are about 40@lkstale
contractors (A4) who have skills in maintenance operationsarrtie DFR Maintenance Performance Budgeting
System. Between 1998 and 2004, the departmentréiasd most of the small-scale contractors andphagided
them with various forms of support. The departnierg established a revolving fund with the help 8ANIDA and
funds generated from the sale of some departmegtippment at the Agricultural Development Bank Hdvour-
based contractors. Moreover, in addition to thelBQper cent (of contract sum)‘mobilization fundaths made
available on the award of a contract, an additidnald of 20 per cent of the contract sum can bevigen
specifically for the purchase of equipments upaovigion of a guarantee. The payment of this facibtlinked to
the implementation of the project.

>

A study by (Stiedl and Tajgman, 2002) indicates thhour-based methods in construction are
far less used than equipment-based ones and appmatar with either the government or the majooity
road contractors. Reasons for that are the nomsim of employment generating clauses in the
operational guidelines of the responsible agerf€idgficulty in managing employees, late payment of
contract certificates which makes it difficult taypemployees, low speed of implementation of labour
based contracts, lack of labour organization skilld engineering techniques, amongst others. Tdrere
also many problems confronting labour-based cotdrac These include a general shortage of
construction equipment, high turnover requirementsome bids which makes it difficult for labour-
based and domestic contractors to be eligible do dmid the practice of accepting the lowest bignev
when it is not feasible.

Box 7.2: Analysis of jobs generated by the Ministr  y of Roads and Highways

For the first half of 2001, the Ministry under periodic and routine maintenance work estimatedual3¢612
person months of jobs to be generated out of wA&B per cent and 91.4 per cent were for femaldsuaskilled
workers, respectively. The average cost per empldgeabout 500,000 cedis per month and higher than
minimum wage for that year. Most of the jobs gated were fixed term with only 12 per cent of thbg being
seasonal. Casual and part time employees werealjrtabsent and only 11 people had permanent jbhe.total
cost of labour is estimated at 1.8 billion cedisevdas available finance for the project is aboubillibn cedis,
representing 5 per cent of the cost.

Moreover, a study by DFR on the Social Aspects ohsfruction in the Western Region of
Ghana on nine labour standards indicates thatrifmament of the Labour Act in rural areas in road
works is unimpressive. The LD confirms this findiagd further elaborates that labour inspection is
widely absent in urban centres and non-existentiial areas. The department has too limited regsurc
to undertake monitoring, while the Construction &wdlding Materials Employees’ Union has neither
transport facilities to reach remote rural areasthe interest in rural employees, whose main oatiap

4 These are contractors who are supposed to undexakl construction, maintenance and spot impromesme
using labour based methods.

% These are small contractors who can undertakeispoovements and reshaping up to 80 km and retjimyeip
to 200 km but are not necessarily to use labouedasethods.

% Agencies here include the DFR, Ghana Highway Avityrand the Department of Urban Roads.
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is farming with road work used to fill the gaps.eTieport also indicates that employees were resitta
social security payments. In addition, the righHtsasual workers are often abused.

The Parliament of Ghana enacted the Public Proemesct in 2003 (Act 663). The objective of
the Act is to provide for public procurement, efiskbpublic procurement boards, make administrative
and institutional arrangements for procuremenpusdite tendering procedures and provide for evargth
connected with procurement. Article IV details tharious methods of procurement and provides
adequate procedure for its implementation. Parlsé souches on tendering procedures under national
and international competitive bidding, as well aheo forms of international bidding. It provides
adequate guidelines and procedures on all aspédisnder, such as the procedure and content of
invitation to tender, the provision and contentafder documents as well as the clarification, lzigg,
submission, security, opening and evaluation afi¢esn

Information from the Ministry of Roads and Highwayveals that all road contracts in Ghana
currently go through competitive bidding. Also, thER has packaged some contracts in such a way that
small-scale contractors, using labour intensivehas, are favored. For example, at the evaluastiage
of tenders, bids to labour-based contractors algedalO per cent less than the actual value, tblena
them compete with capital-based contractors, thalighotal sum is paid to the labour-based cordract

Subsection 4 (c) of Article 590f the Public Procurement Act mandates procurememimittees
to take into account the economic development anpl@ment generating potential of tenders while
Article 60°® (1) and (2) make reservation of a margin of pesfee for work by domestic contractors.
Also, Article 14 (2§° virtually implies that the law is applicable aetmational, regional and district
levels.

Evidently, these sections of the Public Procuremantjustify the fact that procurement is not
just a procedure for the purchase of goods andcesnbut rather could be used as a strategy feerpo
reduction, if well implemented. This could be acleigé through the creation of decent employment that
provides fair wages, good conditions of work arel ghomotion of local enterprises.

Good as these clauses are, there are still a nuofiliesues not adequately provided for, making
it difficult to effectively implement the provisienof the Act. With respect to the clause on thduatien
of tenders, there are no guidelines on how the @oan development and employment generation
potential of tenders should be assessed, measndedieighted. This makes it difficult for procurenhen
committees to take into consideration the employngemeration potential and the social impact of the
projects when evaluating tenders. The margin ofepeace provides a much simpler and clearer
procedure for its implementation, due to cleargasgient of weights. However, what poses a problem is
the non-determination of the size of the margin.

27 Article 59 (1) (c ) To determine the lowest evaduhtender, the procurement entity shall considereffect the
acceptance of the tender will have on: the balasfcpayments position and foreign exchange reseofethe
country; the counter trade arrangement offered uppbers or contractors; the extent of local contémcluding
manufacturer, labour and materials, in goods, warkservices being offered by suppliers or contnagtthe
economic-development potential offered by tendexduding domestic investment or other business/iagt the
encouragement of employment, the reservation ofaicemproduction for domestic suppliers; the trensof
technology; the development of managerial, sciergifid operational skills.

2 Article 60 (1) -A procurement entity may grant angin of preference for the benefit of tendersark by
domestic contractors or for theenefit of tenders for domestically produced goodshe benefit of domestic
suppliers of services.. Article 60 (2) -The margih preference shall be calculated in accordancd \the
procurement regulations and reflected in the reobttie procurement proceedings.

“Article 14 (2) without limiting subsection (1), thiact applies to central management agencies; iymest
ministries, departments and agencies, subventedcege governance institutions; state owned erisaprto the
extent that they utilize public funds; public unisiies, public schools, colleges and hospitalg BOG and
financial institutions such as public trust, pensfonds, insurance companies and building societidsch are
wholly owned by the state or in which the state imagority interest; institutions established by gmwment for the
general welfare of the public or community.
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The DFR has made some effort to take into condidersghe socio—economic development and
employment generation potential of projects in ¢lwaluation of tenders, but only indirectly, through
labour availability survey conducted in the arefolea project is undertaken. Moreover, at the quij
preparation stage, it is ensured that materialbeafound within a five km radius. With respect abdur
standards, there are line items in the budgethferprovision of the minimum standards on health and
safety. Unfortunately, social security paymentstémporary workers are not adhered to as proviged b
law. It must be mentioned that most of these pionts are considered in donor-funded projects. From
2005, the DFR is planning to extend these provgstorgovernment funded projects.

What needs to be done is to conduct a study pmyiditailed guidelines on the inclusion of
employment generation and local development coraid®s in public procurement, as well as the
determination of the appropriate size of the magjipreference. Such guidelines would make it easie
for government agencies to make procurement desiskmsed not only on financial and technical
principles, but also on the wider socio-economi@act and the employment generation capacity of
procurement contracts. The opportunities for infalrraperators, particularly those in the agricultura
sector, to participate in the implementation of lguinfrastructure would significantly reduce incem
insecurity as well as poverty.

In 1961, Ghana ratified ILO Convention 1949 (No) 84tablishing an important basis for public
contracts’ policy implementation. However, it hasver been able to demonstrate to the relevant
international supervisory bodies that it is impletimey the Convention’s main obligations (Stiedl and
Tajgman, 2002).

Chapter 8: Labour market programmes

Various labour market measures and programmes hawer, the years, been adopted and
implemented by the Government of Ghana and otladebkblders to provide financial support and labour
market integration to those seeking work: usuddly tnemployed, the underemployed and the employed
who are looking for better jobs. These policy measwand programmes, which have an impact on both
supply and demand in the labour market, have dart&d either directly or indirectly to the matchiofy
labour demand and supply through mainly public, tm@ lesser extent, private employment services.
Other programmes have enhanced labour supply thratagning and retraining, or created labour
demand through self-employment, public works antkranise/business creation. Some initiatives were
aimed at changing the structure of labour demarfdviour of disadvantaged groups through registnatio
training and retraining, and subsequent job placeme

8.1  Active labour market (employment) programmes

In Ghana, since the inception of the ERP/SAP, sdv@mployment and training programmes
have been set up by ministries, departments andcageas well as NGOs and the private sector to
promote job creation and improve employability inanstantly changing national labour market. Labour
market policies in Ghana have been mostly actideipe geared towards employment generation and
flexibility. For instance, the national employmepolicy framework, besides creating an enabling
environment for accelerated growth and employmentegation, tried to promote adequate wage and self-
employment opportunities for labour market entraAtgonsiderable degree of emphasis was placed on
the development of small and micro enterprises el6 & employment opportunities for women. The
employment generation strategy was based on lalw@nsive projects like the Feeder Road
Rehabilitation and Maintenance Projects, Prioritiblie Works Projects and Food for Work Projects,
amongst others, with labour clauses ensuring teaemployment benefits were basically restrictetthéo
project area and duration. Indeed, in the 198@sPtiogramme of Action to Mitigate the Social Casits
Adjustment focused on labour intensive infrastreadtuprojects, such as hand-dug wells, sanitation
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projects and labour intensive feeder roads’ prejelttwas a direct employment generation programme
which created about 20,000 person-work-years ofl@ympent during a five-year implementation period.
Other labour market programmes include the promisif credit for farmers and small-scale
enterprises, developing employment related skitds the increasing labour force, and enhancing
opportunities for women in development. The firgefyears of vision 2020 built into all macroeconom
and employment promotion policies, with the viewrtoreasing productive employment opportunities.

8.2  Skills development programmes

Besides the lack of jobs, one of the causes afgisinemployment in Ghana is the mismatch
between the skill requirements of employers andeahaf prospective employees. Information from the
LD indicates that between 1994 and 1999, a totatbar of 2,785,914 job seekers registered with the
department, out of which 59,000 were placed in &661000 vacancies. About 7,000 vacancies (about 10
per cent of total vacancies) were not filled beeanfsthe mismatch between the skills required aode
of registered candidates. Details on registratiacancies and placement are provided in appentlix 8.

Employers are often concerned about the qualigkidis and the cost of retraining and upgrading
new labour market entrants. This has informed tlobiroffers. Most advertisements on job vacancies b
employers require a rich experience from prospectapplicants as a minimum criterion. The
unemployment registration exercise that took pliac2001/02 revealed that almost all the one million
registered unemployed did not have any meaninghgleyable skills. This was partly due to the fadlur
of educational institutions to produce the requiskiled manpower to meet the changing labour ntarke
needs.

Education has the potential of contributing to iogyiing labour market flexibility and labour
productivity, lowering income inequality and pronmgt growth and development. Labour market
flexibility and productivity of the labour force @rdependent on competent skilled employees and
technicians, as the latter enhance the quality effidiency of product development, production and
maintenance. Education also strengthens securityainthe employer’s interest in their highly ediack
skilled and qualified employees is stronger becdlsg cannot be easily replaced.

Although data indicates an increasing trend in ysleyment among highly educated youth,
illiteracy is still high among the adult populationGhana. The overall illiteracy rate as of 200 45.9
per cent. In 2000 37.1 per cent of the adult malgufation were illiterate compared with 54.3 pentce
adult females. The main reason for the higher e of female illiteracy in Ghana lies in the 8rip
inequalities in access to education and traininignited access to training and education to margiedl
groups, such as women and the poor in rural aespg&cially in the agricultural sector, can be laited
to the lack of investment in education and skitlgusition, the lack of time for training due to mven’s
multiple roles, limited autonomy and decision makimestricted mobility, low level of awareness of
training opportunities and other assistance scheamesinappropriate time or venue of training dtés.

In Ghana, evidence shows that various governmente sndependence have been seriously
committed to the development of the skills of thbdur force through formal, informal or non-formal
education. Employment generation through skillsedtggment has remained an integral part of past and
present development policy objectives. Appendix @@vides an overview of Ghana's efforts towards
skills development.

Currently the government under the GPRS, 2003-20@% identified as two of the ten
mechanisms for poverty reduction, easy acquisitibrivocational skills and credit to do business.
Although previous efforts had been made to imprthes skills of the Ghanaian labour force through
technical and vocational education and trainingETY, the fiscal resources to actualize such effoatse
been woefully inadequate. The allocations to setesub-sectors within the Ministry of Education ove
the past two decades indicate low levels of supioftVET. As compared with the other two post-basic
school programmes (i.e. the senior secondary sambteacher education), TVET has received the leas
amount of resources over the period and has ootyded marginal increases over the same period.

58



To correct this anomaly, in 2003, the governmemgraged an amount of around 18.7 billion
cedis® from the Ghana Educational Trust Fund to supgkills and training programmes in vocational
technical institutions. Under the STEP prograrfimehich provides training and support to the
unemployed youth registered in 2001/02, the govemnallocated an amount of 11.2 billion cedis in
2003.

Within the Ghanaian labour market there are differ@pproaches and training typologies to
upgrade the skills of the labour force. The thremmtraining types that have been, and continueeto
used are formal training/education, non-formakirad and informal training.

8.2.1 Formal education/training

In Ghana, the acquisition of formal education whiptepares students for an academic
qualification occurs through schools, colleges,varsities and skill development institutions. Gether
education forms the largest component of formakatian, notwithstanding the fact that vocationad an
technical training is also important for a sigrdint proportion of the population. The educatioe&bm,
which took off in 1987, attempted to give more wvnitp technical and vocational training by introithgc
into the system practical oriented courses likeelsteork, carpentry, painting, fine art, cateringdan
dressmaking. However, the reform only succeedededucing the maximum years of pre-tertiary
education from 17 to 12.

The formal educational institutions in Ghana bdsicprovide general academic trainfigo
equip students with the minimum skills to enter lddgour market, express themselves and underdtend t
dynamics of society. The institutions also provateopportunity for employees to upgrade their skill
Over 30,000 students graduate annually from th&tgreducation system. Most of them are technjcall
incompetent and unsuited for the world of work doiehe general nature of the training received tand
the poor linkages with enterprises. The slow pateemployment generation coupled with the
overproduction of tertiary graduates and the femkdges with enterprises have led to the low
employability of tertiary graduates. To upgradeitis&ills and increase their chances of gettingnfygi
employment (i.e. improve employability), some umsiy, polytechnic, and secondary school leavers in
recent times have found it necessary to pursuetipahcprofessional courses in accounting and
management. Most of these professional courseorgamized by institutions in Ghana and abroad,
including the Institute of Chartered Accountantsha@a, the Association of Certified Chartered
Accountants and the Chattered Institute of Markgtin the United Kingdom. Skill development
institutions, like the Ghana Institute of Manageimand Public Administration (MDPI) and the Ghana
Secretarial School, provide post-experience trginire-equip the skills of a good number of peadple
the labour market.

With respect to vocational and technical trainithg, government under the GPRS is putting more
emphasis on training and retraining to make labmarket entrants employable. Vocational and
apprenticeship training, as well as training praogreées in entrepreneurial skills, for graduates Hzen
on the priority list of the government to curb tirewing incidence of youth and graduate unemploymen
In an effort to promote community based vocatioaatl technical skill development, the NVTI has
significantly increased the number of centres urnidesupervision all over the country. The voaadio
training curricula have also been reviewed to iaseetheir relevance in the current labour markepolicy
to expose graduates to micro finance and to engeuthe youth to enter into self-employment is
underway.

Ghana’s TVET system has grown from less than Miliptechnical institutes and 20 private
vocational schools at independence in 1957 to @&eal institutes, over 150 public vocational ituges
and centres, 10 polytechnics, two technical unitiessand two other universities which train tecahi

30 Amount was used mainly for the rehabilitation afrkshops in vocational and technical institutioolfsls.
%L This is discussed in detail in section 8.2.4.
32 Educational training is free at the basic level.
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teachers. In addition, there are about 450 regidtemd about 500 unregistered private vocational
institutions and centres throughout the countryesehvocational and technical institutions, which ar
under the supervision of the Ghana Education Sgrpivide formal vocational and technical trainiag

a significant number of the Ghanaian labour fof@e.average, all the formal TVET Institutions have a
estimated annual capacity of 35162 trainees. Betad presented in appendix 8.3.

These institutes offer various types of trainimggrzammes including upgrading, pre-employment
programmes and craft courses with a strong practizaponent. Such courses are supplemented by close
linkages with the industrial sector. The NVTI haeb responsible for the nationwide coordinatioalbf
aspects of vocational training, including appresgitp. It was set up by the NVTI Act of 1970 (A&13
to promote apprenticeship in both formal and infalnsectors and to give the youth training in
employable skills. There are 32 training centredeurthe NVTI. Over a period of 20 years after its
establishment, the NVTI trained over 40,000 persongrious skills, including carpentry, masonryta
mechanics, dressmaking, welding, etc. The instihae stepped up its intake since 2000 with a total
enrolment of 10,703 people between 2000 and 2003003 the NVTI trained and tested about 10,000
students in technical vocational skills. Apart fréine government-run vocational and technical sahool
there are private vocational institutions some bifcl are sponsored by NGOs and religious institigtio
For instance, the Opportunities Industrializatien@e (OIC), which offers vocational training & fhree
centres in Accra, Kumasi and Takoradi, trained al2800 youth in various skills between 2000 and
2002. GRATIS, which provides technological skillsengineering, food processing, tye and dye, batik,
broadloom weaving has, since its establishment9Bi7Ltrained 22,271 people. Other NGOs like Don
Bosco of the Catholic Church, Adventists Relief Agg (ADRA), and World Vision, etc. have trained
many people, especially the youth in vocationdlsski

One notable problem associated with vocationatatiion is the difficulty in placing qualified
graduates from vocational schools in wage employraéthough even specific opportunities exist. For
instance, it is not uncommon to observe that vooati and technical schools are producing qualified
typists who end up being unemployed in the wakea ahortage of computer operators. The lack of
linkages between vocational schools and the jobketanave been identified as the reason for the
mismatch in labour demand and supply.

Some legitimate concerns have also been raisedt dbeulimited link existing between the
informal economy and the vocational and technicwdtitutions in the formal sector. Very often,
apprentices, who acquire their skills in the infatneconomy, end up working in the same informal
economy, while trainees from vocational and techiniostitutions are seldom employed informally.
Possibly, one of the reasons for this trend is @raduates from the formal training system haveised
higher levels of general education and see themseds occupying higher places on the social ladder.
They are, therefore, inclined towards jobs in therfal sector, which has a limited absorption cayaci
Working in the informal economy, where jobs arenhopaid and employees are regarded as being at the
lower end of the social ladder, is not appealinghem. On the other hand, by their training, apficen
are inclined towards informal jobs which offer pamorking conditions. The informal economy would
need the infusion of new skills and methods throtightraining of graduates of vocational schools to
enter the informal economy as entrepreneurs oaigsgmployees.

The current formal education/training system hé#tke limpact on the employment situation in
Ghana because it has not been able to addresedus of the formal sector which happens to be the
target for employment of those who undergo formaihtng. The rigidity of the formal training system
has been identified as one of the causes of thkewance of formal training in Ghana. The currenirfal
training system determines the overproduction dfisskor which demand on the labour market is
insignificant. It employs instructors whose skillse obsolete and who are incapable of changing. In
addition, they cannot be dismissed. Shortage ofifgpthinstructors in skill areas for which thers i
substantial demand on the labour market, limitegecage of formal training, and unequal access t¢h su
training by disadvantaged groups like women anditkabled in Ghana, are also cited as reason$idor t
insignificant impact of formal training on the empinent situation in Ghana.
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To improve the formal training system, the Courcil Technical and Vocational Education and
Training and other structures are being establisiedthermore, the government has accepted the
principle of setting up in each district a TVET aawdl apprenticeship programme. To better prepare the
youth for employment, those who are more inclireddcational and technical disciplines, which are i
high demand, will be offered the cost of a yeapgranticeship borne by the state. In line with this
policy, the MMDYE identifies and supports privateckr businesses to undertake such activity. In
addition, the Government has indicated that it ¥etlilitate the setting up of career counseling gixl
placement centres at all tertiary institutions. fsaentres would provide guidance and counselintyeo
over 30,000 potential labour market entrants on tmunprove their employability after graduationdan
on how to use the skills acquired in self-employmdie World Bank is currently undertaking a study
on the causes of youth unemployment and under-¢mglot in order to provide support for youth
development programmes.

8.2.2 Non-formal training

Non- Formal training is provided outside the ediaretl system mainly by government, a variety
of non-governmental organizations and private tiastins. It offers project-related training and ealtion
through seminars, lectures and workshops for itilabke groups with the view to enhancing produdivi
in their current or planned occupation.

Non-formal training is very popular in Ghana bemut is cost effective, accessible and
participatory for specific target groups, espeygiiie disadvantaged or vulnerable and hard-to-reaek
like grassroots’ people. It is usually of a shantation, demand driven, flexible, simple in orgaatian
and it is often delivered in formal settings altgbuwot as rigid as formal training. On-the-job nirag
organized by some establishments takes this foomeSf the non-formal training programmes are diste
in appendix 8.4.

The functional literacy programme under the awespiaf the Non-Formal Education Division of
the Education Ministry targets illiterate men andmen (including the aged) and offers training in
functional literacy and numeracy. The functionéracy programme also provides training in income
generating activities. Beneficiaries are adulstipularly from rural areas, and they receivenirag and
education in hygiene, agriculture and agro-proogssDver 3,000 adults are enrolled each year. The
programme has been assessed as a succes¥ §thrgugh the income generating projects the literac
programme in rural areas has provided income stippgrarticipants especially in the form of paré
employment for those involved in seasonal agricaltjobs.

EMPRETEC and the GEA continue to provide entrepueial, managerial and occupational
training while some establishments provide on-tiie4raining for their employees. The NBSSI is an
institution involved in the training of small-scalentrepreneurs in the areas of management and
entrepreneurship development. In 2003, the NBSfhed 10,738 people comprising 6,435 women and
4,303 men. The training areas covered included gaanant, technical training, information seminars,
training needs assessment, a start-your-own-bissipegramme and marketing seminars. The Ghana
Banking College organizes refresher courses foisgmerel in the banking sector to teach new
developments in the industry. Some enterprises piswide study leaves and scholarships for their
employees to pursue relevant postgraduate degagamnmes aimed at boosting their skills. Other
companies, such as Ghana telecom, have trainirgpkchecause of their peculiar labour demand.

3 In third quarter of 1996 the National Service ®éamiat carried out an evaluation of the Functidritgracy
Programme in all the 110 districts in the country.
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8.2.3 Informal training programmes

Informal education/training in Ghana is charactiby its lack of uniformity, absence of fixed
start and end dates and absence of an underlymigudum. Informal training focuses on practicallisk
and offers minimal or no theoretical instructiontdkes place within the community, family settimg,
the street or during the working process. In Ghéma,most prominent and pervasive form of Informal
training is the traditional apprenticeship systdrattprovides about 48 per cent of the vocational an
technical skills of the labour force in the infodmeconomy. According to the World Bank (1995)
between 60 and 80 per cent of skill developmentha Ghanaian labour market is accounted for by
informal training. In addition, about 60 per cefjunior secondary school graduates in Ghana wko ar
unable to continue their education at the trad#tiopenior secondary school and vocational and/or
technical institutes find refuge in apprenticeshi@early, informal training is a very important
component of skills development in Ghana and serigfforts to develop the informal apprenticeship
system should be increased since it is a very taffe¢ool for employment creation, especially foet
youth.

The informal apprenticeship system is the predontimaode of acquisition of semi-skilled
trades, crafts and occupations. It offers trainsiglls to the youth in artisanship, dressmaking,
hairdressing, etc. The method of training is tarethe trade by watching the master and other senio
apprentices perform the job. The results of the &1\ in 1998/99 show that the most prominent trades
taught in the informal apprenticeship system aitertag/ dressmaking (about 37 per cent), carpeatrg
mechanical trades (table 8.1). The majority of ¢hiostailoring/dressmaking in both rural and urbaeas
are women (over 66 per cent).

Table 8.1: Distribution of apprentices by main trad e learnt, sex and location (%)

Trade Learnt Urban Rural Ghana
Male Female All Male Female All Male Female All
Carpentry 16.0 0.4 8.5 15.7 _ 9.0 15.8 0.2 8.8
(39.5) (29.6) (39.2) (29.4) (29.4) (33.4) (29.6) (33.4)
Masonry 8.5 ) 4.4 11.4 ) 6.6 10.2 ) 5.7
(31.2) (31.2) (30.0) (30.0) (30.4) (30.4)

2 644 378 125 681 366 128 664 368

1) (29.4) (30.8) (31.4) (26.0) (27.0) (33.7) (27.5) (28.6)

Blacksmithing 40 21 34 20 36 2.0
(55.5) (55.5) (39.3) (39.3) (46.3) (46.3)

172 0.3 9.1 112 0.4 6.6 136 0.3 7.7

Tailoring and Dressmaking (1:;37

Mechanical (36.9) (19.1) (36.5) (35.9) (29.2) (35.8) (36.4) (22.7) (36.2)
Electronics/Electrical 8.9 - 4.6 5.0 - 2.9 6.5 - 3.6
(36.7) (36.7) (41.7) (41.7) (39.0) (39.0)

4.8 11 3.0 3.1 0.7 2.1 3.7 0.9 2.5

Painting/Spraying (36.2) (16.6) (29.1) (37.1) (23.7) (35.2) (35.4) (20.1) (32.8)
other 275 337 305 7.7 308 348 336 321 330

(35.3) (24.1) (28.9) (29.7) (21.5) (26.5) (31.5) (22.8) (27.4)
Al 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

(37.2) (27.3) (32.4) (31.8) (24.5) (28.7) (31.5) (25.8) (30.2)

Source:( GSS, 2000a) *Length of Training (monthgarenthesis

One notable feature of informal training is theatt® of uniformity in the duration of training.
On average apprenticeship training lasts for abgatand a half years, with that of a blacksmitHiltes
about four years. It should be noted that on aweteajning for male apprentices (about three yeiars)
longer than that of female apprentices (about twarg). In addition, the duration of apprenticeship
training is longer in urban areas than in ruralsofiehese differences are based on the type of leadet
rather than on the location of training or gendexprentices.
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It is worth noting that, although the level of edtional qualification of apprentices has been on
the increase, as with the other programmes ofd@f@med educational system, the general educational
levels of these apprentices are still low. Morepierrecent times there has been an increasing fren
the number of graduates from the formal educatiesgatem in Ghana who turn to the apprenticeship
system for skill development options. Informal agiceship is seen as a last resort to improve
employability in response to labour market condiio

Another method of informal skills development iseimal skill acquisition through self-tuition.
According to ILO/JASPA (1989), the apprenticeshjstem has provided skills to about 55 per cent of
entrepreneurs, while 34 per cent resorted to tHiduston system. There are some obvious lim@as in
the mode of training in the informal apprenticestyptem. Baah-Nuakoh (2003) points out that thelle
of technical knowledge within the informal econommylimited to what is passed on from the master to
the apprentice by repeated exercise. The methddaimling does not extend to an explanation of the
mechanisms behind the operation of the machinealste argues that the emergence of new ideas from
artisans tends to be slow unless they are intratirte the system from outside. Those who have work
experience from the formal sector seem to be nikedylto be dynamic and innovative than those with
training from the informal economy.

Despite its limitations, the informal apprenticgslsystem in Ghana has contributed, and will
continue to contribute, significantly to improvirtge skills of the labour force. The government in
recognising this has indicated that in 2005 theistiip of Trade and Industry in collaboration wittet
Ministry of Education and the MMDYE will provide@mprehensive on-the-job practical training for the
labour force in the industrial sector to sharpegirtskills in order to enhance their productivigyéls.

8.2.4 Skills Training and Employment Placement (STEP) Programme*

The STEP Programme was initiated in 2003 by theegowent to offer vocational training and
support in terms of micro-credit to the low-skillathemployed youth who registered in 2001/02.
Specifically, the programme helps unemployed ydatkither find waged employment or become self-
employed. Training is delivered by both public ariate institutions. The programme also provides
placement of apprentices with master craftsmenkartd micro-credit and other business development
services. STEP is made up of components of pofitgrientions and programmes aimed at meeting the
varying aspiratior’s of the almost one million registered low-skilledemployed youth. The employment
registration exercise revealed that 40 per cetbh@fyoung unemployed aspired to be placed in omggoin
and impending projects whilst 34 per cent expetddoe assisted to set up their own enterprisesosim
14 per cent of the registered unemployed wanteletdrained in a trade or skill area or to receive
apprenticeship (9 per cent) or to be reintegratighl their families (about 3 per cent).

Based on the different aspirations of the youngmpeyed, table 8.2 details the eight
components of the STEP programme implemented bat®@@3 and 200%. The institutions that have
been implementing the various components of the BSPpEbgramme include the government's own
VOTEC training institutions (i.e. NVTI, ICCES, teaical institutions), private providers (i.e. prieat
VOTEC institutions, NGOs, religious VOTEC institottis, etc), the GRATIS Foundation and private
workshops (to conduct apprenticeship training) aB#MPRETEC (to conduct the graduate
entrepreneurship training).

34 Currently this is the main employment programnretfie unemployed in Ghana under the MMDYE.

% The registered unemployed youth numbering 943s2af2d their own aspirations in their completed
questionnaires administered to them during thestedion exercise.

3 After this period the STEP programme will be iagd into the mainstream of vocational educatioBhana.
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Table 8.2: Components of STEP

Component Objective

Provision made for JSS/SSS graduates without peiperience in apprenticeship o
undertake 3-6 months modular and competency-baséung courses in key vocational
1 areas in various public and private vocationalftéedl institutions. After such courses,
trainees will be put in cooperatives of 15-20 mersband be granted micro-credit tto
practice their newly acquired trades.

3-day training on teaching methodologies to seteataster craftsmen who received sklls
enhancement through GRATIS to become effectivaéral The training was to be followed
2 by the attachment of a maximum of 10 apprenticestnagned master for workshop-based
apprenticeship. This is expected to constitute theginnings of a new national
apprenticeship programme

The organization of supply-chain farming projedteotigh vocational agricultural training.
3 The beneficiaries are being empowered to grow fipateéms for which access to micro-
credit is guaranteed and linkage to markets fatdd.

Entrepreneurial Skills development programme tairggt graduates from the tertiary
education system to enable them to set up and reahag own enterprises. Unemployed
4 graduates will compete for 100 training positioritei@d by EMPRETEC per year. Upan
completion of the training programme, participatibgnks will select for funding thge

winning business plans submitted by these graduates

Integrated training programme for all categories vofnerable persons, especially the
5 physically challenged/disabled. All the rehabiliat centres of the Department of Sodjal
Welfare are being reformed and re-oriented

Provision of more community-based vocational tragnprogrammes through the ICCES|to
6 increase the relevance of vocational and techmiaaling as well as its accessibility to the
youth.

The use of labour market information systems fa thonitoring and evaluation of the
various interventions of skill training and emplogmt promotion programmes in Ghana.

The promotion of direct job placement in both palaind private formal sectors. Moreover,
8 the rehabilitation of public job centres and theersgthening of the employment bureau| of
the labour department

As for its achievements, the STEP programme inwutjon with the PSI and the African
Growth and Opportunity Act offered advanced progrees in garment factory supervisors (12 weeks),
cutters in the garment industry (8 weeks) and itrtddsewing machine operators (8 weeks). In Fetyrua
2003, the first batch of 3482 trainees was admittedccredited VOTEC institutions and subsequently
received their certificates. The second phaseisfatmponent took off in November 2003 and by March
2004, 9,370 people had registered. Under PhaskethieoSTEP, about 12,750 people were trained in 46
trade areas including ‘batik tye’. As of the end2604, about 1,400 unemployed young persons willre st
undergoing apprenticeship programmes in weldingchimery and fabrication, tye and dye, food
processing, dressmaking, hairdressing, masonry, canpentry. In 2004 training in the growing of
indigenous leafy, exotic vegetables and mushroasgjell as the rearing of snail, rabbit, grassecwdhd
bees begun. By the end of 2004, about 7,000 pgB8pRO in snail farming, 3000 in grass-cutter regrin
and 1000 in leafy vegetables) had been trainedthemdoatch of 2,000 people are being trained in bee
keeping, mushroom farming, rabbit rearing and gngvaf local vegetables.

In all, 27,500 young people out of the nearly ondlian who registered as unemployed in
2001/02 have benefited from the STEP programmearount of 6 billion cedis (less than 1 per cent of
GDP in 2004) of micro loans has been disbursedadugntes of this programme for the establishment of
their own small-scale enterprises. The governmdnGloana has also indicated th&@TEP will be
accelerated and decentralized to five zones naté®)g8o as to bring its benefits to others througtioe
country.

Though STEP has achieved some success, a recemdisapmpf the programme by Preddey
(2005) suggests that there are problems with iteg@nce and management. In addition, there is a
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perceived mismatch between the skills acquired fB®FEP programmes and the skills actually needed
for gainful employment. It also seems that thereais inadequacy of arrangements for start-up dapita
Moreover, the placement of trainees with masteftsiren has not been effective since it is not an
institutional concern for training providers. Fetmore, information on microcredit and access twai
been very difficult, while outcomes of the prograentrave not been monitored. Another issue seems to
be the fact that training providers have been kighgulated. Information management is not adequate
and the funding mechanism is cumbersome and complex

In conformity with the youth policy of building, nwring and producing hardworking and
resourceful youth to become self-reliant, the goreent established the National Youth Fund with seed
money of 50 billion cedis (less than 1 per cenBBIP in 2004). Out of this amount, 10 billion cedisre
made available to support the youth to set up quedade private businesses. At the end of the yedr,
billion cedis had been disbursed through eight tfonal and technical institutes with more applicat
being processed. Over 20 new training centres alseestablished in 2004, mostly in rural areags€h
new institutions add to the ten social welfare tiorel centres offering employable skills to theugo
and vulnerable, especially in rural areas. In 2088, government indicated that the National Youth
Council would also strengthen its youth centresntrgewide to, inter alia, provide counselling inrear
development, education and training.

8.3  Business and job creation programmes

Job creation within the private sector remains ofghe key policy targets that the current
government has pursued to make the private selstoiengine of growth and the centre of Ghana's
economic development. Various policy measures amgayment programmes have been started within
the context of the GPRS since 2001, to create goldsultimately reduce poverty. As of the end of 200
the government indicated in its budget statemem2®®4 that it had created over 260,000 jobs, dtlwh
about 166,000 were in the informal economy. A larggority of those jobs were in public works in the
construction sub-sector. The robust growth of 6et pent in the construction sub-sector and the
implementation of major road projects such as tieeré&Kumasi, Accra-Yamoransa, and Accra-Aflao
roads contributed to job creation during the last fyears (ISSER, 2004).

The Presidential Special Initiatives (PSls) in cassava, palm oil, garments, and salt try taesp
and diversify export markets with direct linkageddbour intensive activities across supply chairse
PSIs are economic development strategies that haga put in place to produce those items where
Ghana has a comparative advantage. These PSId) whie expected to be located in rural areas, have
enormous employment generation potential and haviact, been successful in some rural areas. The
cassava starch project is the most advanced Pi&slindirectly created employment for approximatel
10,000 small-scale farmers from the nine districtar the Ayensu Starch Factory at Bawijiase in the
Central Region of Ghana. This is a 4 million doB&arch processing plant and it is the secondsdfiiitd
in Africa. It is expected to process about 20,@fistof starch annually for domestic use and exports

The PSI on textiles has also started to take adgaraf the USA government's African Growth and
Opportunity Act, as well as of other markets in &pg. About 50 Ghanaian medium sized garment-
manufacturing companies were expected to commemziigtion in the Tema Free Zone Enclave by the
beginning of the second quarter of 2003. An amofiiS$1.2 million had also been disbursed to pweha
the Volta Garment Factory for the establishment aflothing technology and training centre. Training
programmes of eight weeks for up to 400 textile legges per batch, were expected to commence in. 2003
Another initiative has also been launched. It is Export Action Programme for Garments and Textiles
which aims at developing a critical mass of highwgh-oriented, internationally competitive expogtifirms
targeting U.S. and European markets. Under thigranome, small industrial villages have been estabd
to make garments for export to the United Statemie514 garment and textile companies have benefited
from training to improve their standards in 2008. addition, a model medium-sized commercial
manufacturing unit with 300 employees would sergeaademonstration centre for mass production of
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textiles. This project is expected to create al@d00 full time jobs and to inject 3.4 billionl@os in

export revenue into the Ghanaian economy by 200fowing his visit to Malaysia, the president iatd

a move to encourage the production and procesgipglm oil. This initiative is also expected to eff
employment opportunities for rural communities gederate sustainable income.

Through the PSI on salt, the government has irfiedsefforts to revive and develop the salt
industry in Ghana as a foreign exchange earner. A®leon salt was due to take off in 2003 as the
government had already facilitated the acquisitbtuS$40 million which could be accessed by private
ventures for salt production for export. This iitve is expected to provide jobs to the coastpujaiion
and thus reduce poverty. Some 24.2 per cent ofnucbastal people and 45.2 per cent of rural coastal
population lived in poverty conditions in 1998/9®Vith respect to income and employment creation in
rural areas, the government has also tried to pteni® establishment of local resource-based micro,
small and medium scale enterprises through the Claation and Poverty Reduction, Agribusiness
programme and the Rural Enterprises Developmengr&mame. The Rural Enterprise Development
Programme of the Ministry of Trade and Industry sists of a decentralized approach to employment
creation which directly involves district admineions. The vision of the programme is that each of
Ghana’s districts should be able to develop a legsimplan for three flagship enterprises based cal lo
resources and competencies.

Other ministries in collaboration with the MMDYE V®also put in place programmes that are
labour intensive. Box 8.1 provides a summary of legmpent programmes organized by other ministries.
Unfortunately, data on the implementation of suajgrts and on the jobs created are not available.

Box 8.1: Employment generating projects of some min istries

Ministry of Lands, Forestry and Mines - In 2001, the Ministry started the National Forekintation Developmen
Programme aimed at encouraging the developmentsastinable forest resource base. The projectpiscted to
generate 80,000 jobs in rural areas in additiofatm products worth about 20 billion cedis per yeasupplemen
rural incomes. Initial funding from the governméats been used to launch the programme and doreexpected
to provide funding of about 12 million US dollars.

—

Ministry of Environment and Science - As of 2002, the Ministry has been engaged imralrmicro and smal
enterprise project aimed at building the knowledgel experience of rural enterprises. Annually, phgject is
expected to train 1,200 artisan/master craftsmetgbéish 3700 businesses, revive 2000 distresssihdrses
disburse 37.5 billion cedis as credit funds, artthbditate 250 km of feeder roads using labourrisige methods
The annual input/cost of the project is about 10@iBon US dollars over a period of 8 years.

Development of the Densu Basin - the project aitreseloping the ecology and environment of theddepasin to
ensure the continuous flow of the Densu River. piogect was initially expected to start in 2002 andjenerate of
average about 520 jobs over a two-year period. tdtaé cost of the project is about 7.9 billion cedbalaries of
employees are estimated at 300 cedis per month.

Ministry of Local Government and Rural Developmerduring the period 1996-2003, under various prtsjen
districts and towns, the ministry is expected toegate a total of 22,097 man months, an equivakabout 1840
permanent jobs per year.

Ministry of Works and Housing - The Ministry decdl¢o undertake the implementation of projects indiog,
water, sanitation and hydrology to generate empéntmThe housing component was supposed to creets $obs
per every 10,000 US dollar investment made. In g@nthe project is expected to generate about0d6j@bs and
envisages the full participation of women.

Source: Compiled from the project documents of/dr®us ministries

The National Board for Small Scale Industries (NBS$arged with the promotion of small-
scale businesses continues to support the devetdmnd improvement of informal enterprises. In 2003
for instance, the NBSSI supported the establishmEd®0 new businesses compared to 767 created in
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2001. It also facilitated the provision of credit fin amount of about 210 million cedis to aboud g9
in 2001) entrepreneurs under various financial s&se

Jobs have also been indirectly created througladtigities of the Ghana Investment Promotion
Council (GIPC), the Free Zones Board and the EXpextelopment and Investment Fund (EDIF). As for
the GIPC, findings indicate that over 1,400 prgjestre registered with the GIPC between September
1994 and December 2003. Jobs for about 87,369 pewgle created particularly in urban centres. The
Export Processing Zones within the Free Zones vad@nerated about 13,800 direct jobs as of the end
of 2003. Furthermore, government and donor supfoorthe Non Traditional Export sector led to an
increase of about 45,000 full-time jobs between3188d 1999. To provide financial support for the
development of export trade, the Export Developragiat Investment Fund, which became operational in
July 2001, provided assistance of 185.9 billionis¢d small and medium size enterprises in the &xpo
sector between June 2002 and December 2003. Thiexymected to create about 250,000 jobs within a
four-year period (ISSER, 2004).

In general, business and job creation programmgbdgovernment have had a positive impact
on employment, although much needs to be done t@ reach programmes more efficient. Invariably,
these are all new initiatives whose results cabegbrecisely assessed and quantified just yetatded
benefit is that most of the programmes target timmployed and the youth.

8.4 Employment services

Officially, employment services in Ghana are oftet®y public agencies under the LD because
there are no formally registered private employnsggncies. The public employment centres across the
country assist the unemployed and the employedntb duitable jobs, and employers to find suitable
employees. They also provide vocational guidancgotong people. In addition, they take appropriate
measures to facilitate occupational mobility witkiew to adjusting the supply of labour to employrne
opportunities. Employment centres can also fatdlithe transfer of unemployed persons from oneeplac
to another and provide arrangements for registratimining and retraining of people with disakeig.
The provision of these services evidently helppramote flexibility in the labour market. Data fraime
LD indicates that employment centres are normadlygnized by artisans who are in the lower echelons
of employment or by employers who are looking fdisans.

As for job placement, the 62 existing employmenmities have failed to provide employment for
most of the registered jobseekers. The lack ofrin&dion on job vacancies and the limited number of
available positions are the main reasons for tierésof job placement servicdsDuring the first quarter
of 2000, only 2.8 per cent of the 59,804 registgodzbeekers had been placed, whilst out of 60,125
registered job seekers, only 2.7 per cent obtagneldcement during the second quarter of the saae y
Employment statistics by the EIB classified by ségition, placement and live registration as atehe
of 2004 indicate that 365,306 persons registerejplaseekers out of whom about 15 per cent were
females. This shows that at the public employneentres a lot more men than women are unemployed.
Vacancies submitted by employers were 7,065 anddh&es were able to place a total of 7,029 out of
whom 13 per cent were women. A further projectigntie bureau indicates that in terms of {fve
registered people for the year 2004, a total 0d349 registered with about 15 per cent women. Olexal
total of 20,371 job seekers were placed in variobs through public employment centres all over the
country.

There are no formally registered private employmeggncies offering employment services in
Ghana although the Labour Act allows for the sgttip of such private agencies. Evidence suggeats th
prior to the enactment of the Labour Act, privateptoyment agencies were operating on the quiet,

37 Majority of the youth depend on “contacts” to secjobs rather than patronizing the job placementres.
% These are the active persons who patronized fiteeseseeking jobs as at the time the monthlyssiegiwere
being compiled.
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offering what they call "corporate and personndlitians”. Their advertisements speak of a commitmen
to human resource development through training narogies that should enhance the prospective job
seekers' understanding of the labour market. Tdreynot recruiting by certificates and academic
gualifications, but rather placing emphasis on dagsialifications leading to training, which theyesas
very effective in meeting the unique requiremenftghe current labour market. A cross section of
employers patronizing these private recruitmentneigs are law firms, financial institutions, beauty
pageants, private schools, manufacturing and retaiterns, oil companies, etc. Some of the methods
these agencies use include on-the-job assistaete@prking, monitoring of trainees for six months to
help them adjust to their new positions after ptaert, and vacation camps.

It is worth noting that most public employment g¢estin Ghana have been almost rendered
redundant because employers are inundated wittsgekers. Unfortunately, many of the unemployed
have little or no skills to offer and employers it need the expertise of employment centres twitec
them. In addition, some services like employmemn¢eging, which should have been carried out by the
employment centres, is being done by the humaruresalepartments of some private and some public
sector institutions. Public employment centres Iskied staff to undertake recruitment for skillgh
openings (Heintz, 2004). To provide database sugdpompublic employment centres to be established
under the new labour Act (Act 651), a National Mawpr Survey will be conducted and a
comprehensive human resource database developedwillhbe a useful tool for developing curricula
and skills development programmes in the trainimgitutions, more in line with the skills neededtie
labour market.

8.5  Labour market programmes for the disadvantaged/  vulnerable

As for marginalized groups, there are 14 publicakglitation centres, most of which train the
disabled in various areas of vocational skills. &indhe STEP programme an integrated training
programme for the physically challenged/disabledl ather vulnerable groups is being offered.
Rehabilitation centres of the DSW are being refatraed re-oriented towards vulnerable groups. In
addition, the government in 2005, allocated 1 dnillcedis for training the disabled. Some 20 distric
were initially selected to pilot the programme. Quamies that hire more than five disabled peopleivec
tax rebates. Sadly, only a few companies haventakigantage of this incentive.

Other development partners and NGOs are also iadoin offering employment support and
programmes to the disabled in Ghana. The World Baskpporting the Ghana Society for the Physically
Disabled with a grant of 100 million cedis undee t8hana Development Marketplace, to expand the
chalk factory. This factory was established in ®et02005 to help create jobs for the society's negmb
the majority of whom are unemployed, living in dmplble conditions. The chalk factory has provided
employment for about 17 disabled people. It prodwdaout 23,000 pieces of chalk daily with a capacit
of 345,000 pieces per day.

In 2005, the government indicated that it would toare to take steps to improve the living
standards of the vulnerable and excluded by maiasting their needs into general public policieghla
regard, operations of NGOs would be streamlineoutin the introduction of an NGO Policy. This would
take into consideration the role of charities tguee that the needs of the vulnerable are addre$hed
DSW will be strengthened to handle emerging sasfales such as human trafficking, the concernkeof t
physically challenged, the aged and those affduyddIV/AIDS.

8.6  Evaluation of labour market programmes

Currently, there is no systematic monitoring andleation of labour market programmes in
Ghana. This is a crucial aspect of the Ghanaiariement framework that is being neglected by policy
makers. The present situation could be due todatledf short- and medium-term employment indicators
Monitoring and evaluation based on clear indicatarsuld provide reliable information on the
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performance of employment programmes and would niiaRessible to improve the effectiveness of
measures adopted. According to Heintz (2004), theent set of monitoring indicators identified tmet
GPRS gives little attention to employment programm@ut of 52 implementation indicators in the
GPRS, the only one on employment is the numbeumétfoning employment centres. The main reason
for the absence of an evaluation system for lalbwanrket programmes is the lack of reliable, timaiyg a
consistent labour market statistics in Ghana. t, fa is imperative that Ghana develops thesééf t
employment-intensive growth strategy outlined undee “Production and Gainful Employment”
thematic area in the GPRS is to be successful.oAlih the GLSS, together with other employment
supplements provide the needed information to dgveletailed employment indicators in Ghana, its
administration is too erratic to provide annuabinfiation for evaluation and policy-making.

Chapter 9: Labour market flexibility and employment and income
security

Ever since Ghana gained independence in 1957 aradrigea member of the ILO, labour matters
have engaged almost all governments. Over thegs,y8aana has tried increasingly to bring its labou
laws into conformity with ILO Conventions and pdglidirections. In 1991, the need arose to take a
national look at the labour situation and a comensive approach led to the adoption of the new uabo
Act. The Act passed in 2003 has been in forcetla biver a year and its impact on flexicurity isisnot
that significant except for what the courts holdrescommon law position.

9.1 The legal regime, labour relations and flexicur ity in Ghana

The national Constitution, a configuration of laasd a number of ILO Conventions have
influenced industrial relations in Ghana as disedss section 3.1. As for national labour legiglatithe
later acts have only added to or subtracted froenpitevious ones according to current circumstances.
The high court has always had jurisdiction in albdur matters. In order to ensure security, labour
contracts cannot contain any clause seeking totbegtirisdiction of the court regardless of théuntary
nature of the contract.

These trends suggest that various governmentstbgeyears have been engaged in enhancing
different levels of labour market security and fitebity. Some critical questions hover around femeral
aspect of the Ghanaian labour market in terms exilfllity and security. Is the legal framework
appropriate in creating both flexibility and sec¢yfils social dialogue well functioning and promagti
flexicurity? Are institutions functioning well? Aremployment policies effective? Are household
incomes sufficient and secured?

Legally, the Labour Act is expected to direct tabdur market in Ghana. It does so with the
support of the law courts which have also developaehmon law positions to support it. To some
extent, the provisions of the Act indicate thapibmotes flexibility. From an economic perspective,
flexibility could be explained in general as the waments from inactivity and/or unemployment to
employment and vice versa, and the shifts fromjobheo another. A good way to measure flexibiliy i
the employment elasticity to economic growth. Unfoately, there exists no reliable data to caleuiiat
However, the large size of the informal economyerghemployment relationships are easy to enter into
and exit from, provides some evidence of the higgree of flexibility of the Ghana labour market.

Employment policies are geared towards influencemployment levels in general and
improving access to employment for particular derapbic groups within the population, such as the
youth and women. Skills development programmeseigdrand formal education and poverty reduction
programmes are meant to increase productive amdug@mployment. These programmes are adopted
because of the large humber of unskilled peopklénlabour force, particularly in rural areas, adier
discussed. Demand-driven approaches to skills sitigui sometimes fail to ensure that graduates are
able to adapt easily to changes in labour marketadel. Such a training system ends up being counter-
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productive to long-term employment objectives amdléxibility. Recently, most policies on vocatidna
and technical training have targetted the youtmade them more adaptable to the changing requiresmen
of the labour market and thereby to make them rfiexéle.

9.2  Flexibility and security in the formal/informal sectors

The formal sector comprises employment in the puddictor and in the organized private one
where jobs are backed by contracts specifying wngridonditions. Most contracts are permanent in
nature and supported by CBAs and the courts, wiigkes them more secure. This has made positions in
the formal public and private sectors more attvactivith some including benefits such as
accommodation, transport, medical care, and sédngh degree of protection of employment, coupled
with fringe benefits, have implications on flexibil and security. The formal sector presents less
flexibility compared with the informal economy.

Even though employers have the right to hire arej they have some constraints when it comes
to firing in the formal sector. The processes fiong are cumbersome compared with dismissing
workers in the informal economy, especially wheflemence is made to CBAs and the law. The burden of
proving that an employee must be fired, based erré¢hsons provided in the Labour Act, such as low
productivity relative to a worker's input, is quithallenging. The survey conducted by the authors
indicates that contract termination based on tiveiganot rampant, showing a certain appreciablelle¥
security for workers in the formal sector. The leafeflexibility is higher in the formal private stor than
in the public one. The Economic Governance and [gament Report of the African Peer Review
Mechanism reveals that procedures for firing a jgulservant are so demanding that the worse
punishment for a civil servant is being transferfddnetheless, it seems that in general exit frormél
employment is rather easy, whereas job shiftingoiscommon. One interesting revelation according to
Apt and Amankrah (2004) about the formal sectothi&t on the average there is a general feeling of
satisfaction among workers in terms of independe¢ke workplace, opportunities for promotion, kvor
environment, hours worked and so on. This degfeteedom provides them with opportunities to
engage in other work to supplement their regulagesavhich are woefully inadequate. Double work is
used as a tool to enhance income security for grapk

There is ample evidence to suggest that the foomati employers' and workers' associations has
greatly facilitated tripartite cooperation and tteepening of social dialogue in the country. As to
whether or not this dialogue is promoting labourrkes flexicurity is another issue. Decentralized
bargaining, which is deepening in the Ghanaian Uaboarket, has led to greater flexibility and has
helped employers to respond quickly to changingketaconditions. However, the strong influence of
social partners, the inefficient labour market mfiation system and the low labour mobility have
determined wage rigidities and reduced flexibility the formal sector. It should, nevertheless, be
mentioned that, although the formal sector is fiessble than the informal economy, its small sinekes
its aggregate impact on the national labour mditkeibility almost insignificant, given the highedree
of flexibility in the informal economy where the jodty of the labour force is found.

The relatively higher employment and income segueitels enjoyed by formal employees have
made the formal sector the first choice for mokbst leavers and labour market entrants. Secuiritlye
sector is seen in employment contracts spellingcontlitions of service, including dismissal. In gidah,
security lies in the protection of income througk minimum wage machinery and in the comprehensive
social security coverage. The only shock to hitrial employment that posed a serious threat torgcu
occurred in the late 1980s and 1990s when the SAPMEas introduced and massive retrenchment and
privatization were undertaken. On that occasioey @00,000 jobs were lost.

According to ISSER (2003), the informal economyliracterized by ease of entry, small-scale
operations, limited access to finance, unregulatearkets, reliance on indigenous resources and
rudimentary or outdated technology. Other featumebide the prevalence of family ownership, self-
employment, generally low educational standardspua intensive activities and low productivity. The
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sector is characterized by highly adjustable bssimdans, by employers who are mainly in micro and
small businesses, and by employment not based itterwcontracts. The informal economy also serves
as a “dumping ground” when jobs are lost in then@rsector. Labour contracts in this sector arstiyo
by word of mouth and both parties can easily widndfrom them. The degree of flexibility is therefor
high. The lack of written employment contracts nsakedifficult for workers to seek legal protection
since there is no concrete reference point. Thizwdgrral sector is perhaps even more flexiblehatt
employees, most of whom are self-employed, eakily 85om one job to another. Multiple-job holdirig
common due to the instability of agricultural aittes. The use of unpaid family labour, and seakona
fluctuations in agriculture, make workers look father jobs as a way of diversifying their produetiv
activities and income sources. Enhancing incomarigds crucial in this sector.

The high degree of flexibility in the national labbomarket is associated with a low level of
security. Unemployment benefits are not availalleyeneral, security in the formal sector is higtiem
in the informal economy. Old age pension schemést @x the formal sector, but the benefits and the
number of beneficiaries are very small and inadeguBoor working conditions, insufficient social
security coverage, lack of representation, comnaiitioc channels and infrastructure especially in the
informal economy and in rural areas, put workersrisk and make them vulnerable. The lack of
recognized unions in the informal economy makesasmtation security very low.

Apt and Amankrah (2004) have indicated that inl#iur market in Ghana income insecurity is
very high. According to them, Ghanaian househblage to cope with income insecurity as a result of
insufficient income levels, irregular payments aegbreciating income over time. In addition, inségur
as a result of uncertain pensions and retirememeflie, causes anxiety at the prospect of old @ge.
PSS reveals that about 50 per cent of the sungporelents had insufficient levels of basic housthol
essentials. In addition, in times of crisis andadif loss, workers had to seek assistance from yaamitl
friends. With respect to employment insecurity, B®S survey indicates that the precarious nature of
self-employment, work in the informal economy ahe fbility to keep one’s job in the face of high
unemployment were posing a serious threat to Gharf@useholds

9.3  The public /private employment centres and flex ibility

According to the Labour Act, public and private ttea shall assist the unemployed and the
employed to find suitable jobs, and employers tal fsuitable workers. The agencies shall also take
appropriate measures to facilitate occupational ilipbwith a view to adjusting labour supply to
employment opportunities. They shall also fadiditthe transfer of unemployed persons from oneeplac
to another as a measure of meeting temporary loedhdjustments in labour supply and demand. In
addition, the centres shall assist in social amthemic planning, and shall provide vocational gniztato
young persons. Furthermore, the centres shallatgerithin the framework of the macro social and
economic planning of the country, and provide agesments for registration, training and retrainirfig o
persons with disabilities. The centres shall teite account the country’s technological and sdfient
capacities in terms of the vocational, technicedfgssional, administrative and managerial backgsu
of the recruited persons. The policy goal behimchsprovisions is the promotion of labour mobikityd
of flexibility in the labour market.

The legislative instrument to regulate private evgpient agencies has not yet been passed.
However, there is ample evidence that such agemacgeseriously operating on the quiet offering what
they term corporate and personnel solutions, pikeagbb-seeking, and career development training.
They also help the self-employed reshape theimesses.

What is becoming clear is that policies are ge#wadrds engineering the passing of knowledge
and skills to the large unskilled pool of the labdorce?® Efforts should be directed towards training,

3 parliamentary debates on the Labour Bill stressistposition hence the need to strengthen theiitewent
centres
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meeting the needs of the economy and, at the singe facilitating the adjustment to different and
changing labour market demands. This would makdati@ur market more flexible.

Chapter 10: Conclusions and recommendations

In Ghana, employment growth has lagged behind enangrowth. The slow growth of the
economy, coupled with the low investment rate, Iteduin a relatively slow increase in overall labou
demand. It is not surprising that the economy medrincreasing unemployment rates until four years
ago, when unemployment started to decline. The gimwth of the economy indicates a low absorption
capacity of the labour market with the creation af excess of labour supply. Overall, adult
underemployment rate in 1992 was 8 per cent asistgb3.9 per cent and 13.6 per cent in 1998 ang,200
respectively. Underemployment is relatively higirerural than in urban areas, possibly due to dot f
that in rural areas many people work in agricultuvkich offers work on a part-time basis. Most tura
women are engaged in unpaid domestic duties. Abaet per cent of the Ghanaian population are
physically/mentally handicapped and are unfit tgagge in any significant economic activity unlessyth
receive special support to harness their creativenpial.

The Constitution, as well as various laws, regafatj policies and international conventions,
guided the labour market prior to the end of th@0 A new labour law was passed in 2003 to
harmonize all the labour laws in various statutekscand to incorporate various ILO Conventions Wwhic
Ghana has ratified. Although the Act is quite récarcritical look suggests that it provides a ukgtiide
to the governance and management of the natidmalifanarket. The challenge is the implementation.

Social dialogue between social partners in Ghasarnsewhat impressive. Besides collaborating
through the NTC, NACL and NLC, the GEA and the Tt#present employers and workers respectively,
in various national boards and committees wheri titesence is required. The two organizations have
also developed a bipartite relationship throughrtguly meetings, to discuss issues of mutual isteaad
to have a forum for discussion and dialogue. Umation within the formal sector has made bargaining
for wages very rigid. The relative wage rigiditi@sd the inefficient labour market information syste
coupled with the limited availability of educatidreand training facilities account for the low ocetipnal
mobility in the Ghanaian labour market. Unfortumatéhe lack of alternative employment opporturstie
and the high income insecurity in the informal emogy have led many employees to place a high
premium on social dialogue as a way of resolvirgpla market problems, despite its minimal input on
critical decisions.

Social security institutions and safety nets in @hare much less developed than the level of
economic development of the country would allowci8Slosecurity provision for employees in the
informal economy is essentially a private concemfamilies and communities. Unemployment benefits
and social assistance for the unemployed are \lytn@n-existent. The meagre pension and gratuity
received by pensioners, the inability to preparfficently for retirement, the high costs of social
services, such as health, have rendered many pensieulnerable and destitute. In fact, the gavemt
has yet to design and develop viable policies andrammes for the welfare of poorer segments of the
society.

There is no overt programme on social insurance filee government, apart from the pension
schemes earlier mentioned. However, there arenseocial insurance and welfare schemes operating i
workplaces, parishes and communities. The NHISnh®w®e to ensure social protection nationwide in the
health sector. Ghanaians attach a strong impartemsocial capital. Clear evidence of this isrnhgual
support which is present all over the country. k&g role of social capital in Ghana is largely dog¢he
unavailability and/or weakness of public services @stitutions. In effect, the most important sdci
safety net in Ghana is the traditional communitgt &mily-based welfare system that involves extende
families and local organizations. Efforts should rmhade to streamline this system and to avoid the
impoverishment of those who are already poor.

72



In recent years the performance of savings andtdrad improved in Ghana. However, end-use
analysis of deposit money bank loans and advasbesys that the majority of the loans and advanoes g
to the industrial and service sectors, particulaoythose in the formal sector, leaving very littte
agriculture, where the majority of the labour foisdound. Although some progress has been made in
the area of savings mobilization and access tdtcradre needs to be done to make sure that therityaj
of Ghanaians benefit from savings and credit sesyiespecially in low-income, low growth areas.

The government of Ghana recognizes the use of @uindirks in generating employment. A
procurement law applicable at the national, rediaral district level has been passed with clauses
mandating procurement committees to take into atcthe economic development and employment
generating potential of tenders. There is alsosarwation concerning margins of preference for work
carried out by domestic contractors. There seebetno guidelines on how economic development and
employment generation potential of projects byeddht tenders are assessed, measured and weilghted.
addition, the size of the margin has not been deterd. This makes it difficult to implement these
clauses. This impediment has serious implicationgraployment generation and on the socio-economic
development of rural Ghana. In recent years, thR D&s adopted measures to ensure that these clauses
are applied in donor-funded projects. However, ledzased methods in public works, especially in the
construction sector are not popular with eithergbheernment or the majority of road contractorsisTé
the case even when labour-intensive tecnologiedimmacially and technically equivalent or better i
terms of both quality and employment creation thgaoipment-based methods. The enforcement of the
Labour Act in rural areas in road works is very lwe#n addition, seasonality is not taken into
consideration in the implementation of public wod® as to offer agricultural workers an alternative
source of income.

Various labour market measures and programmes haer, the years, been adopted and
implemented by the government of Ghana and oth&ebblders, to provide financial support and labour
market integration to those seeking work, the uadgloyed and the employed who are looking for
better jobs. However, the lack of coordination kesw various providers, coupled with the low labour
mobility, have to some extent led to a mismatctiabbur demand and supply. In addition, there is no
systematic monitoring and evaluation of labour reapgcogrammes in Ghana.

A good balance between flexibility and employmemd s@ncome security in Ghana is achievable but
not without special efforts. Flexicurity is one thfe policies that would ensure decent work for the
majority of Ghanaians. The multi-dimensional natafethe concept of flexicurity, at least in the
Ghanaian context requires multi-faceted measureegrating legal, institutional and administrative
changes, supported by all stakeholders, as welloaperation from citizens. Such measures should
include, but not be limited to:

» Promoting risk management mechanisms through sswvingurance, credit, and public works.

» Promoting efficient labour market information andpoyment services to help facilitate the match
between vacancies in the private sector and jokesge

» Strengthening the capacity of social partners,qadarly of the MMDYE and its departments as well
as of the TUC.

» District assemblies accepting the informal econasa partner in development and making efforts to
organize informal workers and operators.

* Improving land tenure and tenure security in ordeencourage investment in land and to enable
rural people to use land as collateral for loans.

» Reforming the SSNIT law to make it more transpaeamt accountable.

» Initiating discussions on the formulation of a werisal social security scheme for the country, which
should be contributory in nature and which shoalgtcare of the poor.

» Developing a framework to monitor and evaluate labrnarket programmes.

» Bringing employment centres up to internationahdéads to meet current demands brought about by
globalization.
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Expediting action on the legislative instrumentagulate private employment agencies.

Improving macro economic policies so as to helpstdihe economy in order for it to meet labour
market demands.

Supporting the TUC to facilitate the unionizatidrttee informal economy.

Ratifying and applying the provisions of the ILO rivention 182 on the elimination of the worst
forms of child labour that exist in the informalbeomy.

Ensuring that trainees acquire skills that wouldkenghem easily adaptable to changing labour
demand patterns in the economy.

Establishing a soundegliable, timely and consistent labour market infation system to enhance
labour mobility, minimize mismatch and researcht @ssociated with unemployment, and for the
purposes of monitoring and evaluating labour mapkéities.

Developing social and economic infrastructure paférly, road, electricity and communication
networks, especially in rural areas, to reducertinal urban drift and increase employment in rural
areas.

Enhancing informal and agricultural sector actdsti through the provision of effective
entrepreneurial and demand-driven training

Reorienting formal education by emphasising pratti@ining and also by encouraging the trainees
to take active interest in self-employment.

Enforcing labour laws in the informal economy bytting up structures to register workers and
informal operators, and provide support for themaimin-win environment and with the view to
monitoring their activities.

Implementing the national identification programme

Providing detailed and technical guidelines for thelusion of employment generating and socio-
economic development criteria in the selectioneniders, and setting the margins for work by local
contractors.

Improving enrolment and course planning, as welfueling policies and procedures for demand
driven training programmes that would make graduatere employable

Considering a national apprenticeship audit exercie standardize the duration of trade
apprenticeships and skills’ assessments.

Increasing intakes of less educated people in nf@mal economy into TVET institutions and
reorienting the programmes of technical and voaoalidnstitutes to the labour requirements of the
informal economy.

Developing curricula for specific capacities of timformal economy and encouraging/equipping
graduates from vocational and technical schools wapital to enter into self-employment
Reorganizing the governance and management of it&® $rogramme and making it more demand
driven. In addition, the funding mechanism of thegpamme should be reviewed and simplified.
Expanding the role of STEP to support the new nati@dVET policy and setting up mechanisms to
undertake tracer studies on STEP graduates.
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Appendices

Appendix 2.1: Performance of Ghanaian economy, 2000 - 2004
Macroeconomic Indicator 2000 2001 2002 2003 2004*
National GDP
Nominal GDP (¢ billions) 27,153 38,014 47,764 65,262 79,803.7
Real GDP Growth (%) 3.7 4.2 4.5 5.2 5.8
Sectoral Growth Rates (%)
Agriculture 2.1 4.0 4.4 6.1 7.5
Industry 3.8 2.9 4.7 5.1 5.1
Service 5.4 5.1 4.7 4.7 4.7
Monetary (%)
Consumer Price I nflation:
Year-on-Year 40.5 21.3 15.2 23.6 11.8
Annual Average 25.2 32.9 14.8 26.7 12.6
Interest Rates:
Demand Deposits (DMBSs) 16.75 135 8.0 8.5 7.5
Savings (DMBSs) 18.0 14.5 11.13 11.09 9.5
91-Day Bills 38.0 28.9 26.6 18.7 171
Lending Rates(DMBSs) 47.0 43.75 36.36 34.95 28.75
Exchange Rate (¢ to US$1):
Inter-Bank 6886.8 7,329.85 8,438.82  8,852.30  9,051.30
Forex Bureau Rate 6,800 7,322.73 8,681.82 9,130.43 9,258.30
Fiscal (%)
Domestic Revenue/GDP 17.7 18.2 20.7 20.8 23.8
Domestic Expenditure/GDP 15.3 14.4 18.5 18.8
Primary Balance/GDP 2.4 3.8 2.1 2.5 0.7
Overall Balance/GDP -8.5 -7.2 -5.3 -3.4 -3.2
Net Domestic Financing/GDP 8.74 2.3 4.9 -0.004 0.5
External Sector ($ millions)
Trade Balance -830.2 -1,101.4 -641.2 -672.2 -1425.4
Current Account Balance -386.4 -324.5 15.6 40.8 -151.3
Gross International Reserves 264.0 364.84 601.2 1425.6 1732.0
GIR in months of Imports 0.9 1.2 1.9 3.9 3.8
External Public debt/GDP 75.5 121.1 111.4 89.7* NA

Source: State of the Ghanaian Economy ISSER, (y&tgsues),

*- Provisional, DMB - Deposit Money Banks

Appendix 2.2: Migration status by region (%)

Region In Migrants Return Migrants Non Migrants
1991/92 1998/99 1991/92 1998/99 1991/92 1998/99

Gt. Accra 55.0 42.5 8.1 6.2 36.9 51.3
Central 37.5 35.1 26.5 22.1 36.1 42.8
Western 46.6 40.0 15.0 10.1 385 49.9
Eastern 48.6 34.7 139 17.1 375 48.2
Volta 38.0 42.7 19.6 14.3 42.5 43.0
Ashanti 42.6 37.4 19.4 19.2 38.0 43.4
Brong Ahafo 43.6 35.1 14.3 17.7 42.1 47.2
Northern 26.0 24.1 10.2 11.6 63.8 64.3
Upper West 18.7 19.2 16.6 9.1 64.7 71.7
Upper East 55 10.4 25.2 35.7 69.3 53.8
ALL 40.3 35.7 16.3 15.7 43.4 48.6

Source:(GSS, 1995), (GSS, 2000a)
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Appendix 2.3: Distribution of migrants by current | ocation and reason for most recent
migration (%)

Reason for Recent Migration

Own Other

Location Employ E%Opl:cs)iment Marriage Family School \I?Vrgrught Ol Other
ment Reasons
GLSS Il (September 1991 — September 1992)
Accra 17.4 9.5 10.5 41.7 7.8 0.3 12.8
Other Urban 115 11.7 19.7 33.3 9.0 0.1 14.8
Rural 14.6 8.8 18.7 46.8 3.7 0.7 6.7
All 14.1 9.6 18.1 42.8 55 0.5 9.4
GLSS IV (April 1998 — March 1999)
Accra 30.4 7.4 8.3 43.3 5.2 0.3 5.0
Other Urban 23.9 6.9 12.7 41.1 4.6 0.6 10.3
Rural Coastal 16.9 5.2 10.8 48.9 1.7 2.6 13.9
Rural Forest 22.3 6.1 15.3 449 1.3 1.0 9.1
Rural Savannah 12.5 7.8 20.1 50.6 1.6 1.2 6.1
All 21.1 6.5 14.2 45.2 2.6 1.1 9.3

Source:(GSS, 1995), (GSS, 2000a)

Appendix 2.4: Employment (working population aged 1 5+) by sectors (%)

Sectors 1991/9: 1997 1998/99**  200( 2002
Agriculture, Hunting, Forestry & Fishing 62.2 55.9 55.0 50.7 445
Industry 10.0 11.3* 14.0 16.3 11.8
Manufacturing 8.2 4.9 11.7 11.5 6.4
Mining & Quarrying 0.5 0.3 0.7 1.9 0.9
Construction 1.2 2.0 14 25 3.9
Electricity, Water & Gas 0.1 0.2 0.4 0.6
Service 27.8 32.8 311 33.1 43.7
Transport & Communication 2.2 1.7 2.2 3.6 2.7
Trade, Hotels & Restaurant 15.8 213 18.3 18.3 223
Finance, Insurance, Real Estate & Business

services 0.5 0.3 0.8 1.7 7.6
Community, Social & Personal Services 9.3 10.2 9.8 9.5 11.1
Total 100 100 100 100 100
Source:(GSS, 1995), (GSS, 1998)), (GSS, 2000a) gB83), (GSS, 2003)

*Includes Part-time Workers ** Refers to workingpulation between 15-64

Appendix 2.5: Distribution of total employment (15y rs+) by employer

Category 1991/92 1997 1998/99* 2000 2003
Public (including Semi Public/Parastatal ) 8.4 6.9 6.2 9.1 7.6
Private Formal 5.6 4.2 7.5 8.0 6.5
Private Informal 85.6 89.0 86.3** 80.3 84.7
NGO's/Insti. 0.7 0.2
Others 0.4 1.9 1.0

Source:(GSS, 1995), (GSS, 1998)), (GSS, 2000a) @683), (GSS, 2003)
* refers to age 16-64 ** includes self employmg@gric & non-agric self-employment)
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Appendix 2.6: Distribution of formal sector employm ent (%), 1991-2003

1991/92 1998/99 2000 2003

Year

B Public OPrivate

Source:(GSS, 1995), (GSS, 2000a) (GSS, 2002), @BSS),

Appendix 2.7: Employment status (percentage of total labour force)

Labour Category 1991/92 (GLSS3) 1998/99 (GLSS4)
Wage Employees 15.4 13.2
Government Employees 7.8 5.9

State Enterprises Employees 1.2 0.6

Private Employees 6.4 6.7

Farmers 56.7 55.7
Non-Agricultural Self Employment 23.5 27.3

Unpaid Family labour 1.3 0.3

Source:(GSS, 1995), (GSS, 2000a)

Appendix 2.8: Total employment by employment status

Category 2000 2003
Self-Employed with Employees 5.2 3.7
Self-Employed without Employees 67.6 66.7
Unpaid Family Worker 6.6 7.4
Casual Employee and Regular Employee 15.3 15.6
Domestic Employee 0.9 0.9
Student/Apprentice 3.7 4.7
Other 0.6 11

Source: (GSS, 2002), (GSS, 2003)
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Appendix 2.9: Unemployment by location

Category Years

1991/92 1997 1998/99 2000 2003
Total Unemployed(%) 4.7 3.9 8.2 10.4 7.5
Location (%Within)
Urban 11.3 7.0 134 10.6
Rural 1.7 2.2 5.5 4.9

Source:(GSS, 1995), (GSS, 1998)), (GSS, 20008, @B2), (GSS, 2003)

Appendix 2.10: Adult unemployment rates by gender 1~ 991-2003 (%)

Unemploymen
t Rates

40
30 10
20 s %
10 g s m 10

0

1991/92 1997 1998/99 2000

Year

‘I Male O Femaled Both ‘

2003

Source:(GSS, 1995), (GSS, 1998)), (GSS, 2000a) @B8S), (GSS, 2003)

Appendix 2.11: Unemployment rate by age

AGE GLSS 111 (1991/92) GLSS IV (1998/99)
15-19 77

20-24 9.4 15.9

25-44 43 7.4

45-59 2.7

60+ 2.4 4.7

ALL 47 8.2

Source: Source :(GSS, 1995), (GSS, 2000a)

Appendix 7.1: Population to nurse and population t o doctor ratios

2000 2001 2002 2003
Population (thousands) 18,912 19,434 19,973 20,529
Population to doctor ratio Na 22811 22193 17489
Population to nurse ratio Na 2043 2080 2598

Source: Ghana health Services
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Appendix 8.1: Employment situation by registration , vacancies and placement

Year Registration Vacancies Placement
1994 506,953 6,753 5,677
1995 543,687 8628 8,791
1996 455,768 9,372 8,285
1997 519,396 14,364 11,067
1998 523,600 16,319 14,680
1999 236,510 10,533 10,501
2000 172932 - 6146
2001 261684 7058 7542
2002 513228 7487 8124
2003 235180 7682 6522
2004 356306 - 7029

Source: Labour Department, MMDYE

Appendix 8.2: Efforts towards skills development in Ghana
Regime Policy Document Employment Related Policy Qéctive
Aimed at full employment, security of the workegpid
CPP 7-Year Development Plan industrialization, a revolution in agricultural mhaction,
Government  (1963/64 — 1969/70) and structural reorganization of the entire proidunct
system
PP 2-Year Development Plan Provision o_f f[he fogndatlon for s_elf-generatlng\gﬂm
through efficiency in the use of investment reseano
Government  (1968-1970)
reduce unemployment and poverty.
SMC 5-Year Development Plan ¢ 205 L O e distrbution of mcommel
Government  (1975/76 — 1979/80) 9 ! » equity
reduction of poverty
NDC National Development Policy To afford all citizens of Ghana the right to workiwthe
o formal sector expected to account for 60 percetbtad
Government  Framework, Vision 2020
employment
NPP Ghana Poverty Reduction To increase production and gainful employment oleoto
Government  Strategy (GPRS), 2003-2005 reduce poverty.

Source: Various Development Plans Documents
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Appendix 8.3: Formal TVET institutions and estimat  ed annual capacity as at 2000

Institutions Number  Programme of Instruction Number enrolled
Ministry of Manpower Development, Youth and Employnent

NVTI Centres 32 Tradesman/Artisan Courses 3,700
ICCES Centres 66 Vocational/Technical Courses 4,500
Vocational Training Centres 8 Vocational/TechniCalurses 560
Rehabilitation Centres 14 Vocational/Technical Gesr 125
Youth Leadership Training Centres 7 Vocational/Techl Courses 985
Ministry of Education and Sports

Universities (UCC and UW) 4 Sidegree Technology courses720
Polytechnics/Technical Institutes 40 Diploma/Teckam/Craft 7,000
Teacher Training Colleges 12 Vocational/Technicalrses 700
Functional Literacy Centres 110 Functional literacy 3,200
Ministry of Health

Nurses Training Colleges 16 Specialized Courses 800
Midwifery Training Schools 10 Specialized Courses 002

Public/Community Health  Nurses

- 5 Specialized Courses 95
Training Schools
School of Hygiene/ Health 3 Specialized Courses 75
Others 4 Specialized Courses 62
Ministry of Local Government and Rural Development
Women’s/Vocational Training Centres 22 Vocationatffinical Courses 345
School of Local Gov't Studies 2 Local Governmenidéts 420
School of Horticulture 1 Horticultural Practices 35
Ministries of Communication, Tourism and Modernization of the Capital City
NAFTI 1 Professional Photography 65
Ghana Institute of Journalism 1 Journalism 50
Hotel Catering & Hospitality Training 1 Pre-Servidespitality studies 20
Ministries of Food & Agriculture, Industry & PSI an d Lands & Forestry
Agricultural Colleges/ Farm Institutes 8 Vocatiodgriculture 280
Regional Technology Transfer Units 15 Technical&am Courses 1,200
School of Forestry 1 Forestry 25
NGOs/Religious/Private Insti. 450 Vocational/Technical Courses 10,000
TOTAL 833 35,162

Source: Adapted from Botchie and Ahadzie (2004)
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Appendix 8.4: Summary of some non-formal skill deve lopment programmes in Ghana

Institution Programme Offered Beneficiaries
Non-Formal Education Division of Training in income- generating activitiedlliterate men and
Ministry of Education and sports  integrated into  functional literacywomen including the

programme. aged
Council for Scientific and Industrial Training in snail farming, animal rearing,Unemployed, rural
Research (CSIR) use of new methods of cultivation etc.  poor, farmers, retired
officials.
Women’s World Banking Training women in accessinghd aMicro and small scale
managing micro-credit entrepreneurs
National Council for Women & Training women in the use of appropriat€ood Processors
Development technologies
Ministry of Food & Agric. and the Training of farmers in the use of ICT toFarmers and Extension
International Institute for improve productivity, and marketing ofOfficers
Communication and Developmenbutput.
(lICD)
31 December Women's Movement  Train women in Food &ssing Micro and small scale
entrepreneurs
Ministry of Women and Children’s Training for Good Agronomic practiceswWomen in poor rural
Affairs and food processing Communities
The Social Investment Fund Training in VocationkillS Poor/Disadvantaged
communities
Community-based PovertyDelivering of essential packages td&oor Communities
Reduction Project (CPRP) reintegrate street children in communities
and families
National Board For Small scaleTraining in management and Small-scale
Industries (NBSSI) entrepreneurial development industrialists
International and local NGOs Short Training in vas skills Poor & disadvantaged
groups and individuals
Integrated Community Centres foiOccupational/Entrepreneurial training Youth esplgi new
Employable Skills (ICCES) labour force entrants
programme
Skills Training and EmploymentProvision of short, practical vocationalUnemployed youth
Placement (STEP) programme training and financial support who registered in
2001/02

Source: Adapted from Botchie and Ahadzie (2004)
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