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ABSTRACT

The purpose of this study was to:

Examine the potential for employment growth and output

in the informal sector in the Central Region of Ghana }

and to: outline a strategy for the development of the enterprises
in the sector in the regionjand to discuss the implications
of the strategy for the Regional Planning Organization and
the implementation of a growth centre strategy in the region.

The study was limited to the informal sector industrial
or artisanal activities, and the petty trading (&nd services)
enterprises in nine selected centres in the region, The main

source of data for the study was a field survey carried out by

the author in the central region.,

A review of the literature of studies of the informal sector

and their conclusions and the objectives of this study guided

the setting up of research hypotheses for this study. These
hypotheses were related to :

The capacity of the enterprises in the sector for both
short and long term employment generation;
The relationship between the size range of centres and

employment growth in the informal sector enterprises;

linkages between the informal sector enterprises and
other sectors of the economy}

and Constraints facing the enterprises in the sector,

The potential for employment generation in the enterprises
was 'measured! in terms of the size of the initial and present

employment in each enterprise; their work cycle and turnover,

It also included a discussion of the perceptions of the entre-

preneurs of the past performances of their enterprises and
their likely future growth patterns,

Employment and output in the enterprises were found to be

influenced by a complex combination of factors some of which

cannot be quantified in any form. It appeared that constraints

to the activities of the enterprises had a substantial influence
on the entrepreneurs' decisions with respect to output and size

of labour force in their enterprises at the present time and in



the future, Solutions to these problems required proposals
for a planning strategy for the informal sector enterprises
in the central region. This strategy envisaged a combination
of economic policy and physical planning approaches., Proposals
were made for implementing these proposals, They have
implications for the Central Regional Planning Organization

and the growth centre strategy they have adopted as a strategy

for regional development,
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INTRODUCTION




CHAPTER ONE

INTRODUCTION

Ghana has had a long experience in national development
planning, yet this has failed to transform the economy and
improve the well being of the people of the country. The goals
and objectives contained in the development plans have not been
achieved, particularly for employment generation. This failure
is largely blamed on the methods adopted to achieve the goals
and objectives of the plans. The planners have placed too much
emphasis on the public sector and the formal sector to provide
adequate employment. This situation has created a gap between
the demand for jobs and the supply of jobs. Unemployment and
under-employment will become a more serious problem in the
future with continued growth of the labour force, population
movements and the accelerated pace of urbanization.

In employment generation, the role that the small-scale
labour intensive or 'informal'! sector enterprises can play has
generally been ignored in national development efforts. In
recent years the 'informal' sector has attracted much attention
as a sector whose potential for emﬁloyment opportunities needs
to be considered. The International Labour Organization's
world employment programme of research is currently focusing
attention on the employment aspects of the informal sector
enterprises. Although preliminary conclusions about the employ-
ment potential of the informal sector have been drawn, in most
cases the related policy issues have not been fully discussed.

These case studies of the urban informal sector have not been



related to the wider issues of regional planning and develop-
ment.,

Since 1966, regional planning has been adopted in Ghana
to bring a spatial component into national development planning.
Although some regional planning administrative machinery has
been introduced, it has been ineffective. Recently, a growth
centre approach has been incorporated into the current five-
year plan (1975-1980) as a regional planning technique. This
aims at promoting regional development through small-scale

urbanization and by concentrating infrastructure and other

public sector resources in a few selected centres or points of
growth, However, the plan does not specify how the growth
cenire idea is to be implemented. In particular, the methods
to be adopted to ensure that adequate employment is generated

in the centres, has been neglected. On one hand, the question

is whether the public sector should put resources in infra-
structure and other new forms of economic activities with the
hope that this will lead to substantial growth in employment.
At the other extreme it 1is arguable that the public sector
should seek to promote the growth of the informal sector enter-
prises which have the potential for growth and employment

generation and which already exist.

The recent awareness of the potential of the informal

sector in employment generation means that research needs to

be conducted into the opportunities and constraints for employ-
ment in this sector. Moreover, the need to generate adequate
employment in urban areas 1n general, and growth centres in

| particular, further reinforces the need for research into the

informal sector. This dissertation is directed at these needs.



It examines the potential for employment generation in the
informal sector and how economic policies and physical planning
strategies might be combined to aid the informal sector enter-
prises, The Growth Centres idea can be used as a medium

through which this objective could be implemented. This study

is based on the central region of Ghana, but it is expected
that the analyses and proposals from this study could also be

used as a model for developing the informal sector enterprises

in other regions of developing countries.,

This dissertation is divided into three main parts.

The first part consists of three chapters which provide back-

ground material for defining the research problem and the main

focus of this study. Chapter two presents the main regional

development problems and discusses the main reasons behind the
emergence of these problems, It argues that the national
economic development strategies adopted and their failure are

the main reasons for most of the regional spatial problems. The

lack of regional planning is also partly to blame,

In chapter three attention is focused on regional planning
in Ghana, its main strategies to date and the proposed growth
centre or growth foci approach in regional development in Ghana.
It 1s seen in the chapter that though the growth foci strategies

have almost been battered to death, regional planners still

favour it as a regional planning strategy. There is thus little

wonder that Ghana has proposed to use it, but then the strateg-

les for implementing the strategy need to be resolved. It is

argued that the public sector should look beyond infrastructure

and public sector investments in employment generation and con-

sider the informal sector as well. What constitutes the informal



sector is also discussed in this chapter. The idea of the
informal sector, 1ts role in national employment and case
studies into its characteristics and operating conditions in
developing countries and Ghana, are contained in chapter four. -
This chapter provides both the theoretical framework and the

point of departure for this study. The chapter brings out the

numerous studies conducted both elsewhere and in Ghana on the
informal sector and the various approaches or foci adopted.

The main hypotheses examined and the main conclusions of the

studies are also summarized in this chapter,

Part two of this study, which consists of seven chapters,

is devoted to a case study in the central region and the

analysis of the survey results. In chapter five, the framework and

the hypotheses for this study are outlined. Also described are

the data problems and the survey methods adopted to generate the

necessary data. The chapter also provides justification for

selection of Central Region for this investigation and the cover-

age of the study in terms of the types of enterprises covered,

and centres chosen,

In chapter six, the characteristics of the enumerated enter—
prises and those covered during the detailed interviews are
analysed. The size and composition of the enterprises are

reclated to some characteristics of the selected centres. The

rest of the chapter is devoted to describing the employment

characteristics of the enterprises covered, their input structure

and sources of inputs., This discussion is carried on in chapter

seven, which explores some of the linkages existing between the

informal sector enterprises and other sectors of the economy.

Chapter eight describes some of the personal attributes of
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the entrepreneurs around whom the whole informal sector economy
revolve. These include age, education and training backgrounds,
job experience before setting up their present enterprises,

and other business interests. The main form of training
received by most of the industrial entrepreneurs before they set
up their enterprises, is the traditional apprenticeship system.
Chapter nine examines very briefly the nature of this system,

It draws on the available literature and some information about

apprentices collected during the field interviews. Chapters six
to nine thus provide in a nutshell the main operating character-

istics of the enterprises and their impact on employment growth

and output in the informal sector.
In chapter ten, the main characteristics of the entrepren-

eurs and the enterprises are brought together in a multiple

regression model to examine the global impact of all the major

variables, and also each variable on employment and output in
the informal industrial sector enterprises. This analysis was
aimed at providing simple formulae to assist policy makers in
the direction of public sector policies and investments in the
informal sector. The result show, however, that no such simple

formula exists. Illence, the analysis was carried further to

examine other potential variables which can be useful in
decision making. These considerations include the entrepreneurs'
own perceptions of the growthfprospects of their enterprises in
the last few years, and in the future, and other plans and

programmes based on these perceptions for their enterprises.
Constraints facing the entrepreneurs in the informal sector
are presented in chapter eleven. These constraints are based on

the perceptions of the entrepreneurs themselves, supported by a



review of the literature. The constraints facing the informal

sector entrepreneurs in the central region raise the question
of what can be done to aid the small-scale informal sector
enterprises in the central region. What sort of planning

approaches are feasible in this direction and their priorities.

Part three of this study is devoted to the above questions.

This part consists of three chapters. In chapter twelve the

various methods of aiding informal sector businesses in other
developing countries are compared with efforts that have been

made in Ghana to aid the informal sector. This discussion points

to areas where Ghana falls short of other countries, and what

might be done to improve Ghana's performance.

Chapter thirteen is devoted to the planning strategy for

the informal sector in the central region., It draws on the

experiences of other countries and Ghana in developing the

strategies and the priorities. The implications of this for

regional planning and growth centres in the region are discussed.,
A summary of this study bringing out the main findings and

areas for future research are indicated in chapter fourteen.

This study is a contribution to the growing number of

studies on the informal sector. It is not intended to be just

a case study analysing enterprises in a single large city, but
concentrates on the growth potential of the informal sector

enterprises in a range of centres., Policy and planning implic-

ations will also be put forward, but these will also be related
to the wider issue of regional development and planning. It
thus becomes a contribution to the debate about the value of

growth centres for regional planning, as well as an examination

of planning for the informal sector.
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CHAPTER TWO

REGIONAL DEVELOPMENT PROBLEMS IN GHANA : CAUSES AND EFFECTS

Introduction

Like other developing countries, Ghana is experiencing
serious regional development problems. The problems are many
and varied but the most important ones are demonstrated in the
inter and intra regional disparities particularly in the

distribution of services. Secondly, there 1s the problem of

—— Lk el

shift in population from rural to urban areas. This shift

— T P

has created very serious urban problems especially employment

problems, and at the same time has affected the rural economy

through the loss of the young and able-bodied leaving the old

and the weak on farms.

A, Problems of spatial disparities in development

(i) Disparities in the distribution of services and
economic activities

In terms of spatial socio-economic development, Ghana can '\\

in general terms be said to be divided into two broad or major

regions : a relatively developed "southern" region and relatively
underdeveloped "northerﬂ'region,(Szereszewski, 1966, p.89-105;
Forde; 19683 Dickson, 1968; Ewusi, 1976, p.75-100)(1) (Fig.2.1).
These differentials have been measured using non-monetary or
indirect indicators because of the difficulties of using direct

indicators or measures such as gross products, disposable

income, per capita tax liability, Central Government tax returns,
property valuation per capita; retail sales, bank deposits,

value added by manufacturing, input-output (Asamoah Darkoh, 1976).
Indirect indicators such as the regional origin of gross value

added show a distinct concentration of economic activities 1n



the "Southern" region (Szereszewski, 1966, p.89-105), the
disparity is also seen in the distribution of industries and
industrial employment and essential services such as health, ed-
ucation, electricity and water supply (Appendix A tables 1=3).
These disparities are due to differences in physical and human
endowments between the two broad regions; the southern region
being rich in forest and mineral resources, but it is also a
reflection of the failure of national planning to take space

into consideration in its planning strategy.

(ii) Disparities in urban development

The second major problem is rapid urbanization process
and 1ts spatial manifestation. All over the world urbanism

1s becoming a way of life; this process gained momentum in

the industrialized countries of Western Europe and America in
the late 19th and early 20th centuries (U.N. 1972, p21-53).
For the developing countries as a whole, this process began in
earnest only recently. As late as 1960, the more developed
regions of the world were on the average twice as urbanized as
the regions of the developing countries of which Africa was the
least urbanized, (Breése, 1972, p21-=53). However, between 1950
and 1970, the population of the large centres in Africa
increased at a rate of over 7%, while the total population
itself increased by about 2.3% per annum (Mabogunje, 1974,
pl3-26.

This general world trend and that of Africa is true for

Ghana as well. The overall growth in volume of urban population

has been quite considerable over the past half century or so,
The urban population increased from just over 117,000 in 1911

to 1.6 million in 1960, representing an increase of about 13
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times during this period (Addo, 1972, p243-51). The urban
population in 1970 was just over 2.4 million, which makes it

an increase of almost 20 times between 1911 and 1971. Urbaniz-
ation in Ghana 1is by and large a mid 20th century phenomena
(Addo, 1972, p243). The rate of urban population growth has
also increased more rapidly in recent years than in the pre-
1948 era. On the basis of census figures, the annual rate of

growth of urban population for the period 1931-48, 1948-60 and
1960-70, were 3.49, 9.30 and 4.5 per cent respectively, (Addo,
1972) (2). If this trend continues, the urban population is

forecast to be about 11.5 million by 1980. The urban population
growth rate is also forecast to be about 3.8% per annum between
1970 and 1980, so that by 1980 it has been estimated that

about 31% of the total national population will live in urban

centres - (Government of Ghana, 1977 Annex I).

Three main factors are responsible for the rapid growth of

urban population during the last two and a half decades.

Firstly, the general population itself has grown rapidly through

natural increase various studies put the crude birth rate

between 49 and 52 per thousand (Ewusi, 1977). The difference

between fertility and mortality rates has been on the positive

side (Ewusi, 1977, p74). Though the fertility rate is generally
high for the country, the levels in urban centres as a whole |
are lower than in rural areas (Ewusi, 1977, p74-75)({7.4 to 17.7p.th.)
mortality rates are lower in the urban than rural areas(14.5 to

29.4 p. thous.) (Ewusi, 1977, p75).

Rural - urban migration is the second major factor of urban

growth in Ghana. Early migration in Ghana was directed to rural
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areas, particularly areas of agricultural and mining develop-
ment. In recent years, rural to urban migration has gained
significance and accounts for almost 18% of the total
migratory movements in Ghana (Ewusi, 1975, p18). Rural -
urban migration has increased in the last two decades, not
because of population pressure in the rural areas, but as a
result of modern social and economic development which are
concentrated in the towns, particularly the large centres

(Addo, 1972, p244). The third factor of urban growth in Ghana

1s immigration of foreign workers and their families from

neighbouring countries into the towns of Ghana. This factor
may not be too important now after the introduction of aliens
Compliance Order in 1970, which compelled a large 'number of

(illegal) aliens to leave the country.

Perhaps the most disturbing aspect of the urbanization
process 1is not so much the rate of urban growth as the shewed
urban growth and the attendant concentration of urban ills in
a few large urban centres. The significance of urban environ-
ment and the development of well structured spatial system
arises from the basic fact that in a national space economy,
urban centres have a unique role to play in articulating
relationships among different parts of a 'nation, and as genera-
tors and transmitters of development impulses (Berry, 1971, pl115;
Kraft, 1971, p3; Meyer, 1966, p9; United Nations, 1967, pl115-117).

These considerations call for a serious and conscious approach
to town planning and to the development of a well integrated
urban system, not as an end in itself, but as a means for

achieving a national spatial integration, development and

modernization., This is what makes shewed urban development

serious.
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Table 2,1 shows the size distribution of urban centres
in Ghana in 1960 and 1970 and the changes that have occurred
within the system in that decade, A salient feature of the
urban system in Ghana is that a larger proportion of the
urban centres can be described as very small towns (3).
Secondly, the table demonstrates the lack of towns in the
intermediate size range, especlially large intermediate sized
centres,

The size distribution of urban centres alone does not
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