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Boosting industry
for sustained growth

Bjorn Lomborg melmtively lower since then,
By panticularly from 3i3-2018
Tmgrortant Eactors for the
HANAS slowing of development are
e the huge infrastructural
growth has deficit and the limited fiscal
been rapld space, but Ghana has potential
since the start  for improvement Chanks to its
of the new large natural reoune
millenniwm, reaching 14 per deposits,
cent in 3011, but economic The country has
thfﬂmﬂ.l‘l{’t has been llil[ul’u‘u.ﬂ',.' relied on the
extraction of
these abundant
resources for

Analysis of an Integrated Alumina Industry

Benefits and costs for different production volumes
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Best case scenario 1% of GDP in profit
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Waorst case scenarnio loss of 0.6% of GDP
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economic and
social
development, and
global business
attention ha
forused on
peveral sectors,
Including oll and
Eas, timber,
cocoa, gold,
diamond,
hauxite,
alumminium, and
MaTgANese.
Howaever,
infrastructural
delicits impose
restHethons on
the growth
drivers ol the
economy and
undermine
efforts for
structural
transhormation.
According to the
Hathonal
Development
Planning
Commbssion
[NDPC), Ghana
nerded an
annual
infrastrsctuml
investinent of
aHe 9 billlon for
the next ten
yeurs, bui
growing public
debt and its
Ao tated
financing costs
currently
absorbed over 45
per centof non-
ol tax revenue
How can
policymakery
enaure that
imvestmment of

Dy OVERN THE TEARE

scarce public resources yield
the highest meturn for every
cedi?

Ghana Priorities

Ghana Priorlties,a
collaboration betwesn the
NOPC and the awsaidwinning
think tank Copenhagen
Consenas, gims to anewet
this question through the
prowen method of cost- benefit
analysis

Orver the lnst year, 28 teams
of economiats have stucdled the

imdustrial consumption.

The country already has
severnl elements that will
allenw It to malatain the entire
wilue chain in the country: an
estimated bauxite reserve of
about o0 million metric
tonimes, karge natuml gas
IesErves (o power lts
industries, an existing smelter,
expanded ports and
Illn.iﬁlﬂ.lﬂ qu.l.u!iliﬂ of
Inclustrial salt.

Each of the processes in the
walue chain involves a series of

impact of over g0 costs and benefits, and the

Imitiatives 1o

identify the The analysis of benefits

smartest it

for the country. also yielded 27 different
These resenrch

papers, in aress scenarios based on

mogingliombelth - gimilar controllable and

mmhﬁtmi-'mm uncontrollable factors

now being

published to provide  from production volume

Inpats for policy

gt 10 the market price of

will ultimately the com d

enefin all l'l'lﬂd“]"

Ghanaians, - ——
To improve

Ghana's industrial sector, Prof. | researchers examined all the

Godired A. Bopkin lrom the
University of Ghana and Dy
Brad Wong from Copenhagen
Consensus studied the costa
and benelits of setting apan
integrated bauxite authority to
lacHlitate mining, processing
and transforming bauxite into
alumina and aluminium.

According to the
Bovermiment, an integrted
aluminlum Industry could
potentially create 35,000 new
jobs directly and indirectly,
and contribute close to GHg 60
billion in economis ourput
anmuilly, squivalent to
ronghly 15 per cent of the
country’s GDR

Aluminium

The aluminium value
chaln conststs of three main
levels, from mining bauxite,
which is the primary mineral
for alaminfum production, to
refining it into sluming, and
Tinally smelting it in the
existing VALCD smelter to
produce aluminium for

comiblnations of variables to
reach an estimate of the
potential impact of this
intervention.

The study included various
controllible and
uncontrollsble factors such as
productien volunies amd costs
of raw materials, resulting in
27 dilferent soenarios for thie
cost nfnurunﬁ bl.ll:lﬂlrI
producing alumina and
finally, aluminiwm.

These scenarios yielded
annual total costs between
GHe 5.0 billion and GHe 185
il iem, mend @ mviedian cost of
all 27 seemarios for the entire
value chain of GHg 1224 Million
el yeRL

Benefits

The analysis af benelits
ilso yiekded 27 different
scenarios based on similar
controllable and
uncontrollable factors from
preduction valume to the
market price of the
coreimodity.

The total potential benefis
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fuctuste between GHe 5.4
billion and GHe 21 billion, with
& median value of GHg 13.2
Beilbiam.

Given the various cost
estimates, the net benefit for
the entire value chain ranges
between o loss of GHe 2.1
biflion and a galn of GHe 32
billion,

Overall, the processing ol
five to 20 million tonnes of
batxite into alwmina and
aluminium could provide an
average net benefit of Glle 00
millinn every year, or oughly
024 per cent of Ghana'’s GDP,

While these values ate
characterised by large
Nuctuations, the average
brenefit cost-ratho of 107
wugigests thak lvesting o this
interention ks Hkeby to be
economically viable by
producing benefits alightly
higher than the original
investment.

Positive

There are other expected
positive effects that were niot
included in the study, such as
technological tranafers and
direct and indirect
emplayment that will be
greater if alumina and
aluminium are produced in
the country [nstead of
exporting rmw bauxite

Howrever, this analysis does
niot inclnde the costs
associnted with the
destruction of the natural
envirenment required to mine
bauxite,

Still, keeping the entine
value chain from bauxite
wtbiidiage tor abaminduaen
production in Chans will help
develap the industry, create
jobe and boost overall growth
even in the long term.

This study shows that
reforms and broad -based
infrustructure S Ip U
provide more opportunities for
growth gnd scale up elficiency
across the board

Thewriter 8 the Presdent

of the Copenbagen Consensay
& Visiting Provessor at
Copenhagen Business School,



