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Mining

The Ghanaian mining industry has experienced steady growth over the past few
years. It accounts for about 5% of the country’s GDP and makes up about 37% of
total exports. Income from mining is also one of the largest contributors to Ghana’s
revenue through mineral royalty payments, employee income taxes, and corporate
taxes. The mining sector’s contribution to the economy is significant because of
Ghana’s large reserve of mineral resources. Ghana has minerals such as gold, dia-
mond, bauxite, manganese, limestone, dolomite, iron ore, kaolin and silica sand.
Of all these available minerals, gold is mined the most. Ghana’s gold production is
the second largest in Africa after South Africa. In 2010 alone, Ghana mined about
2.9 million ounces of gold generating over US$3.6 billion. Apart from gold, Ghana
is also a major producer of bauxite, diamond and manganese.

The significant growth experienced in the mining industry has been influenced by
the influx of foreign investors. This has increased the number of mining companies
operating in Ghana. Now the country has more than 20 large-scale mining compa-
nies producing gold, diamonds, bauxite and manganese. There are also over 300
registered small-scale mining groups and 90 mine support service companies. The
increase in the number of mining companies operating within Ghana has resulted
in the total annual mineral exports increasing from US$115.3 million in 1984 to
US$995.2 million in 2005 and US$2.8 billion in 2010.
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// é Ghana’s Economic Outlook

é Based on several factors, Ghana’s economy has a bright future. These factors include:
The country’s stable government and peaceful democracy

An average year on year economic growth of about 4% over the past 10
years

The recent commencement of oil production in large commercial quantity

Increased effort by the government to secure private sector participation
in key areas of the economy

Increased FDI in the country over the past few years

The formation and proper execution of economic reforms.

Economic Challenges

In spite of Ghana’s fast and continuous growth, the country faces some economic
challenges that threaten its emerging economy. Some of these challenges include:

Weak Fiscal Stance and Fragile External Balance

Ghana is currently experiencing an imbalance in its revenue and expenditure fig-
ures. Expenditures continue to exceed revenue, and this is a threat to sustaining
Ghana’s stable macroeconomic environment. The government battles with large
domestic payments in arrears, coupled with huge budgetary outlays required for
the new single spine salary policy (which is aimed at increasing public sector
workers’ wages).

Public Sector Pay Policy

Ghana recently passed into law the new single spine salary policy, which is aimed
at putting the salary structure of all public sector workers into one holistic struc-
ture. For instance, an accountant working with the Judicial Service must earn
the same as an accountant working in any of the ministries provided their levels of
qualification and work experience are the same. The rationale is to pay Ghanaian
workers realistic salaries as motivation to increase productivity. The pay policy is
to be linked with productivity.

Unemployment and Underemployment

The current rate of unemployment and underemployment in Ghana has become a
source of concern to the government. Unemployment is more prevalent in urban
areas than in rural Ghana, while underemployment is pervasive in rural Ghana.
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Projected GDP growth rate based on trends

Ghana’s economic growth has remained strong over the past few years and has
recorded a GDP PPP of US$38.99 billion in 2010 with a real GDP growth of 5.9%.
This was higher than the 4.7% real GDP growth Ghana experienced in 2009. Ghana’s
future real GDP growth is projected to reach about 12% in 2011 and about 11% in
2012. The impressive growth rates have been attributed to the commencement of
oil production in large quantity. The country’s increasingly democratic settlement
and social stability have served to boost the confidence of investors, leading to
rising investment.

The past few years have also seen Ghana record steady decline in the average
inflation rate from 19.3% in 2009 to 10.7% in 2010. The end of the first half of
2011 saw the inflation rate decline from 8.59% in June to 8.39% in July, which is
the lowest inflation rate the country has recorded since 1992 (when it was 8.37%).

With a current GDP of US$38.99 billion in 2010, the GDP per capita is expected to
rise from US$1.251 to US$1.415 in 2011, US$1.592 in 2012 and US$1.741 in 2013.

The commencement of oil production in large quantity is the major contributor
to the projected growth in real GDP of Ghana. With the current reforms in every
sector and sustained continous growth of the economy, it is projected that Ghana
will continue to enjoy the growth rate in its real GDP in years to come. The current
reduction in the inflation rate of Ghana has been a result of the downward pressure
on the inflation of food and non-alchoholic beverages which have been recording
decreasing single digit inflation since January 2010. Based on the current trends,
the inflation rate is projected to remain in single digits through 2012 unless there
1s a drastic change in the present trends.
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