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by A. Atta-Quayson

Synopsis

Since 2012, Ghana has been implementing local procurement regulations in the mining sector to
broaden and deepen linkages between mining and other sectors of the economy. The regulations have
been implemented in collaboration with the mining industry. This paper offers an in-depth analysis of
how the local procurement regulations and related initiatives have been implemented so far. Primary data
gathered with semi-structured interviews and secondary sources of data indicate a steady improvement
in both in-country procurement and local manufacturing of inputs for the mining industry. There are,
however, some challenges relating to tariff structure and support (financial and technical) for local
suppliers and manufacturers to meet high standards and demands of the mining industry. This calls for a
well-thought-out strategy and programme of activities to sustain and improve on progress made.
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Background

In the run-up to the 2008 World Economic Crisis, global demand for and prices of minerals and
metals increased rapidly, resulting in increases in production and profits of mining companies!
(PriceWaterhouseCoopers, 2007). In most developing countries (especially in Africa) where foreign
capital and multinational companies dominate ownership structure of mining companies, most of these
profits did not benefit local economies where mining takes place. The marginal increases in tax revenues
(the main focus of most countries) that accrued to governments in these countries and the poor linkages
(backward, sideways, and forward) between mining activities and local economies meant that the mining
industry’s contribution to social and economic development objectives was less certain and contested
in many countries (AU and UNECA, 2011). The mining industry’s weak linkages to other sectors of the
economy contribute to its characterization as an enclave and fuel public discontent about the sector’s
high environmental cost and limited developmental contributions (Bank of Ghana, 2003; Larsen,
Yankson, and Fold, 2009; Akabzaa, Seyire, and Aftiyie, 2007; UNECA, 2004, African Union Commission,
2008; Botchie, Dzanku, and Akabzaa 2008).

The years after the World Economic Crisis, therefore, witnessed increased calls for changes to the
mining framework in ways that can enhance and optimize local developmental benefits associated
with exploitation of mineral resources, culminating in 2009 in the adoption of the ECOWAS Minerals
Development Policy (EMDP) in 2009 by the Economic Community of West African States (ECOWAS)
and the African Mining Vision (AMV) by the African Union. The AMV aspires to fundamentally change

1PriceWaterhouseCoopers reports that between 2002 and 2007 prices of minerals and metals rose by 260% and over the same period,
the average net profits of the biggest mining firms increased by more than 1400%. Average profits of these firms were up more than 64%
between 2005 and 2006.
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the mining regimes operative on the continent, ‘integrating the
[mining] sector more coherently and firmly into the continent’s
economy and society’ among other objectives (UNECA, 2011).
The adoption of the EMDP and AMV reflected, and in other cases
influenced, efforts and initiatives in many African countries to
optimize local returns to mining sector activities. Increasing local
procurement became one of key measures resource-rich countries
adopted to increase the benefits to their economies from resource
extraction, beyond securing optimal rents (royalties, taxes,
shares, and other revenues) (AU and UNECA, 2011; Amoako-
Tuffour, Aubyn, and Atta-Quayson, 2015). Although mining laws
have historically required that preference must be given to local
goods and services, they were largely not enforced. Over the past
decade, however, there have been further regulatory provisions
to enhance local procurement of goods and services in countries
such as Burkina Faso, Ghana, Mali, Guinea, Senegal, South Africa,
Tanzania, Zambia, and Zimbabwe.

Ghana’s local procurement regulations in the mining sector
(primarily Legislative Instrument 2173) were adopted in 2012
as part of six regulations approved by the government to give
further meaning and support to the enforcement of the 2006
Minerals and Mining Law (Act 703). In the 2006 mining law,
and its 1986 predecessor, there are provisions that prescribe for
mining companies, in the conduct of their operations, to prioritize
employment of Ghanaians and utilization of local goods and
services. While mining companies prioritized employment of
Ghanaians as prescribed by the law, the situation with utilization
of local goods and services left a lot to be desired. A report
published by the World Bank, it is indicated that ‘despite existing
capacity and the potential to create further capacity ... there is
limited participation in mining supply chains by companies based
in West Africa’ and called on governments in the region ‘to set
the appropriate policy and regulatory contexts to encourage local
procurement’ in the mining sector’ (World Bank, 2012, pp. viii-ix).

This paper is a follow-up from an earlier assessment on
Ghana’s approach to local content and value addition in both
the mining and oil and gas sectors (Amoako Tuffour et al., 2015)
and a more elaborate technical report on local content and value
addition in Ghana’s mining and oil and gas sectors by Atta-
Quayson (2017) under the auspices of the African Centre for
Economic Transformation’s Africa-wide Local Content and Value
Addition in Minerals, Oil and Gas Sectors project. Subsequent to
these two reports, the author has critically followed developments
in Ghana and on the continent regarding local procurement
in the mining sector and engaged various stakeholders on the
matter, providing the motivation for this paper. By focusing on
the mineral sector alone, the paper aims at providing a more in-
depth assessment of how the 2012 local procurement regulations
and related initiatives have been implemented so far. With the
benefit of additional implementation years, this paper seeks to
assess if the country is making good progress and what measures
will be needed going forward to sustain the progress made.
The current work thus contributes to the literature on local
content and local procurement by analysing further institutional
data and interviews, leading to actionable measures and policy
recommendations that can help improve Ghana’s local content
and procurement initiatives.

2This notwithstanding, the Ghana Mineworkers Union has raised concerns about the
widening gap in emoluments between what is paid to local workers and expatriates,
even for equal work done. The Union has also expressed misgivings about growing
casualization of workers in the industry.
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Research methodology

The epistemological objective of this study is to analyse the
implementation of local content and local procurement
regulations and related initiatives in Ghana in order to contribute
to the growing literature on local content and local procurement;
as well as offer novel recommendations to deepen linkages
between the mining sector and other sectors of the economy.

A mixed methods approach, comprising both quantitative and
qualitative techniques, was therefore adopted for the study
making use of both primary and secondary sources of data.
Primary data was gathered using semi-structured interviews
with key stakeholders in the minerals sector in person, by phone,
and via email. Two rounds of interviews were conducted with
representatives of mining companies, supply service providers,
state regulatory agencies, NGOs, and academics. The first round
took place in 2015/2016 as part of an Africa-wide eight-country
project to compare local content in the minerals and oil and

gas sectors undertaken by the African Centre for Economic
Transformation (ACET). The other round of interviews with
stakeholders was undertaken in 2019. The secondary sources

of data relied on include journal articles, news articles, policy
documents, laws, company reports, annual performance of mining
sector reports by the Ghana Chamber of Mines (GCoM), the
Minerals Commission’s 2019 annual report, and institutional
data among others. Following the analysis of the performance

of the mining industry in relation to local procurement, the
approach to local procurement in the oil and gas sector as well

as successes chalked is briefly presented as a basis of identifying
actionable measures and policy recommendations to improve
local procurement in the mining sector.

Overview of the mining sector in Ghana

Ghana is endowed with a wide range of mineral resources such

as gold, bauxite, manganese, diamonds, iron ore, clays, salt,
kaolin, mica, colombite-tantalite, chromite, silica sand, gravel,
stone, quartz, and feldspar (Minerals Commission, 2014; USGS,
2016). The country’s focus has been on traditional minerals

(gold, manganese, bauxite, and diamonds), led by gold which has
accounted for over 90% of mineral revenues and over a third of
export revenues for two decades since the mid-1990s. In many
African countries, including Ghana, pre-colonial and post-colonial
mining have been undertaken largely by foreign capital and
focused on a narrow range of minerals that serve as raw materials
for western countries (Organization of African Unity, 1980).
Consequently, mining has historically been undertaken largely

as an enclave activity with few linkages to other sectors of the
economy (Bank of Ghana, 2003; Larsen, Yankson, and Fold, 2009).
During the mining sector reforms in Ghana and other developing
countries (as part of the ERPs/SAPs), the World Bank advised
African countries to focus on 'maximizing tax revenue from
mining over the long term, rather than pursuing other economic
or political objectives’ (World Bank 1992, p. x). Consequently, the
colonially-created mining regimes that perpetrate enclave mining
have largely remained in Africa (AU and UNECA, 2011). Data on
mining activities in Ghana mostly concerns traditional minerals,
making an assessment of the sector’s role and contribution to

the economy usually focused on these minerals. Furthermore,
available institutional data exists only for variables such as

total production, foreign exchange earnings or export receipts,
government revenues obtained from the sector, employment, and
broad levels of local spend (irrespective of where these goods
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and services are produced). In 2020 Ghana produced 4 million
ounces of golds (down from 4.6 million ounces in 2019), 2.4 Mt
of manganese+ (a decline by 56.2% from the 5.383 Mt produced

in 2019), 25 292 carats of diamondss (down from 33,789 carats in
2019), and 1.162 Mt of bauxite (up from 1.116 Mt), contributing
7.5% per cent to Ghana’s GDP (Ghana Chamber of Mines 2021).
The mining sector’s contribution to domestic revenue (primarily
through corporate income taxes, mineral royalties, and employee
income tax) increased marginally from GHC4.013 billion in 2019
to GHC4.172 billion in 2020, constituting 18.1% (ibid.) in 2020.
Proceeds from exports of minerals amounted to US$6.998 billion
(up from US$6.678 billion in 2019) and accounted for 48.4% of
merchandise exports in the year (ibid.).

According to the GCoM, the total expenditure on non-energy
goods and services procured by member companies from in-
country suppliers and manufacturers amounted to US$2.7 billion
in 2020, while their spend on consumables directly imported by
the mines, as well as capital expenditures, amounted to US$194.2
million and US$450.4 million respectively in 2020 (Ghana
Chamber of Mines, 2021). While a relatively substantial amount is
spent on goods and services procured locally, many of these goods
and services are imported. In 2020, members of the Chamber of
Mines directly employed 8760 workers (down from 10 109 in 2018
and 20 268 in 2012), most of them Ghanaians (Ghana Chamber
of Mines, 2021, 2019). The fast-dwindling direct employment
in the sector is a result of staff retrenchments and increasing
casualization of employment occasioned by miners such as
AngloGold-Ashanti, Goldfields Ghana Limited, and Golden
Star Resources over the period. In 2020, producing members
of the Chamber engaged 25 603 contractors or casual workers
(Ghana Chamber of Mines, 2021), more than three times the
number directly employed. The resort to staff retrenchment and
casualization has been protested (often violently) by workers, the
Ghana Mineworkers Union, and other civil society organizations.
Casualization affects not only quality of work, remuneration, and
security, but also government revenues.

The relatively low level of contribution by the minerals sector
to the GDP (7.5% in 2020) and employment raises concerns
of ordinary Ghanaians as well as the government as far as
developmental benefits from the mining sector are concerned
(Atta-Quayson, 2017). Even though GCoM asserts that the sector’s
contributions to taxes and foreign exchange are on the high
side, the government differs in opinion. In May 2018, the Vice
President indicated that the country obtains little benefit from
its mineral wealth and called for a review of the mining fiscal
regimes, expressing surprise that the country had earned almost
nothing in dividends since 2012 from its 10% stake in most mines

3The large-scale sub-sector contributed 2.847 million ounces (representing a drop by
4.8% from the 2019 level) while the small-scale sub-sector contributed 1.175 million
ounces (down from 1.588 million ounces in 2019) (Ghana Chamber of Mines, 2021)
4The decline was due to a directive by the government to the only firm that produces
manganese to stop operations, which led to suspension in production in the first
quarter of 2020 (ibid.).

5Production of diamonds by the only large-scale producer has been on suspension
(ibid.)

6ln 2011 the government reported in its 2012 budget statement that recent studies
revealed that the country loses about US$36 million each year through transfer
pricing (Government of Ghana, 2011). The GCoM disputed this claim. Transfer pricing
regulations have since been passed but non-availability of regional prices of goods
and services impedes implementation of the regulations. The budget statement further
noted that even though gold prices reached their peak levels ever in recent times, the
country did not benefit at all from the price hikes (ibid.).
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(Dontoh, 2018). The Vice President also noted that ‘we have now
begun conversations about the process of making sure every single
bar of gold leaving our shores is properly weighed, tested, valued

and accounted for’, adding that the government was considering

a legislation that requires at least 50% of annual gold output to

be refined locally within five years (emphasis added) (Kpodo,
2018). The Minister for Mines’ remarks when announcing planned
special audits of mining operations in the country also highlight
widespread discontent among the populace and government over
the benefits that accrue to the country from mining.

“The mining sector is an important contributor to the economy of
this country but we have been short-changed for a long time now.
As a government, we feel strongly that our royalties, taxes and
rents have not been properly recorded and accounted for, so we
are going to do an audit of all companies that engage in mining

to be able to determine the real picture on the ground to be able to
reverse this ugly trend’ (Ngnenbe, 2018).

The case with foreign exchange earnings is no different.
Cognizant of the imperative on the part of mineral right holders to
service loans, pay dividends, and procure inputs and equipment,
Section 30 of the Minerals and Mining Act of 2007 (Act 703)
allows mining companies to retain a percentage of their export
revenues in offshore accounts to meet these exigencies, for which
foreign exchange ‘would otherwise not be available without the
use of the earnings’. The exact percentage to be retained offshore
must be negotiated, but the law requires that it should not be
less than 25% and therefore can go as high as 80% (for most
companies) and previously pre-negotiated 100% for companies
with development agreements such as Newmont. In lieu of this,
only a fraction of mineral export revenues are returned to Ghana
and for the year 2020 the Chamber of Mines reported that its
producing members returned 71% cent of their revenues to Ghana
(Ghana Chamber of Mines, 2021). In 2013, the Public Accounts
Committee of Parliament expressed shock during a public hearing
that on average mining companies retain 80% of their export
revenues in offshore accounts (Arku, 2013) . While the GCoM
disputed the claim, concerns about the foreign exchange retention
policies in the mining sector continue to linger.

Local procurement: Conceptual and analytical framework

The idea and importance of local procurement can be linked to
the generalized approach to linkages theory by Hirschman, which
promotes industries with strong interdependence or linkages to
other sectors of the economy (Hirschman, 1958, 1977). Linkage
in this context was defined as ‘investment generating forces
that are set in motion, through input-output relations, when
productive facilities that supply inputs to that line or utilize its
outputs are inadequate or non-existent’ (Hirschman, 1977, p.
72). Though historically the mining sector has not had sufficient
linkages to other sectors of the economy, resulting in the enclave
characterization of the sector or the enclave thesis (Bloch and
Owusu, 2011; Hanlin 2011), there has been strong interest in
this area by resource-endowed countries over the past decade,
focusing mainly on local procurement. The World Bank, in
collaboration with West African governments and players in the
mining industry, produced an analytical framework for assessing
progress in expanding local procurement in the mining sector
(World Bank, 2012).

The framework categorizes suppliers of goods and services
to the mines based on four key factors: participation of citizens
(in ownership, management and employment of supplying
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firms), extent of value add that take place locally, proximity of
the supplying firm to the mine, and the size of the supplying firm

(Figure 1).

Optimizing developmental returns from mining and local
procurement/content policies in Africa

In the aftermath of the first boom in commodity prices in the 21st
century (Conceicao and Marone, 2008) which eased following
the World Economic Crisis in 2008, there has been a marked rise
in the adoption of local procurement and local content policies
and regulations in resource-dependent developing countries.
Characterized as ‘the greatest commodities boom in recent
history’ (Conceicao and Marone, 2008, p. 2), it was fuelled by
strong demand by China and other emerging countries, spanning
a longer period and affecting more commodities. In the process,
it raised awareness among governments and citizenry on the
insufficiency of developmental returns that accrue from the
exploitation of their resource endowment. In Africa, the UNECA
and AfDB organized what they described as the ‘Big Table’ in 20077
to discuss how to enhance the developmental benefits from the
exploitation of natural resources (especially mineral resources) on
the continent. This was followed by a Ministerial Conference in
2008 which adopted the Africa Mining Vision (AMV) and affirmed
‘commitment to prudent, transparent and efficient development
and management of Africa’s mineral resources to meet the MDGs,
eradicate poverty and achieve rapid and broad-based sustainable
socio-economic development’ (AU and UNECA, 2011, p. 5).

At the heart of the AMV, adopted by AU Heads of State and
Government in February 2008, was the need to the transform
the mining sector from ‘colonially-created enclave features’
by ‘integrating the sector more coherently and firmly into the
continent’s economy and society’ (AU and UNECA, 2011, p. 9).
Among the various strategies offered by the AMV in pursuit of its
objectives is the optimization of mineral-based linkages through
local procurement and local content policies and regulations.
Since the adoption of the AMYV, regional blocs and mineral-
rich countries have taken steps towards the transformation
of operative mining regimes with the aim of optimizing the
developmental benefits through the design and implementation

Supplier 4

Foreign exporter

Foreign exporter (with some local
participation)

of local procurement and local content policies and regulations,
among others.

The Economic Community of West African States adopted
the ECOWAS Minerals Development Plan (EMDP)® in May 2011
in line with the AMV and which sought to, among other things,
support Member States to adopt local procurement and local
content policies as a means of increasing local procurement of
goods and services, technology transfer, and development of
local entrepreneurship. About a decade prior to both the AMV
and EMDP, the Southern African Development Community
(SADC) had developed in 1997 a regional mining protocol
which came into force in 2000 and sought, among other things,
to share information among member countries and enhance
the technological capacity of the mining sector. In 2006, the
SADC was supported by the UNECA to develop a framework to
harmonize mining policies, standards, legislative and regulatory
instruments within the region.

Following the adoption of the AMYV, the University of Cape
Town and the Open University implemented the Making the Most
of Commodities Programme (MMCP). The MMCP produced
about a dozen working papers that described the state of affairs
regarding linkages between the commodities sector (copper,
diamonds, gold, oil and gas, mining services, and timber) and the
local economies in eight African countries (Angola, Botswana,
Gabon, Ghana, Nigeria, South Africa, Tanzania, and Zambia)
(Kaplinsky, Morris, and Kaplan, 2011; Morris, Kaplinsky, and
Kaplan, 2012). Although the MMCP sought to challenge the
‘enclave thesis’ and the ‘negative view of the commodities sector’
on the continent, most of the papers produced rather affirmed
the weak linkages and poor developmental returns that accrue to
African countries from the exploitation of their natural resources.
One of such papers which focused on the entire continent

"The Big Table was a meeting of ministers and senior officials from 11 mineral-rich
African countries and representatives of the African Union, among other experts.
8The adoption of the ECOWAS Minerals Development Policy followed an adoption of
the ECOWAS Directive on the harmonization of guiding principles and policies in the
mining sector in 2009, which also called on Member States with local content relevant
sections.

Supplier 6

Source: World Bank (2012)

Figure 1—Local procurement analytical framework
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concluded that local suppliers are seldom used, resulting in non-
development of an indigenous service and supply sector to any
significant extent outside of Ghana and South Africa (Hanlin,
2011). The author cites, among other reasons, the multinational
nature of extractive companies operating in Africa and the
endemic systems existing in these companies that predetermine
procurement routes as responsible for the situation, effectively
excluding the relatively well-developed South African mining
service sector from engaging in a significant proportion of the
procurement process (ibid.).

The MMCP concluded that ‘policy in both the private and
public realm was a prime factor holding back the development
of linkages’ and in order to deal with the problem required
the closing of three sets of misalignments between policy and
practice: within the corporate sector, within the public sector,
and between the public and other stakeholders involved in
linkage development (Kaplinsky, Morris, and Kaplan 2011; Morris,
Kaplinsky, and Kaplan, 2012). The authors further identify and
discuss three contextual factors that influence the breadth and
depth of linkages: ownership, infrastructure, and capabilities.
A couple of years following the implementation of the MMCP,
the African Centre for Economic Transformation undertook
an eight-country (Burkina Faso, Ethiopia, Ghana, Mozambique,
Namibia, Nigeria, South Africa, and Zambia) comparative study on
local content in the mineral and oil and gas sectors, focusing on
trends in company responses to emerging policies and regulatory
frameworks (African Centre for Economic Transfromation, 2017).
The study observed that among the eight countries Nigeria and
South Africa had pursued with varying success local content and
value addition longer than the other countries. Using a four-pillar
definition for local content, it was found that while all study
countries had requirements in place for local procurement and
employment, only a few had requirements for local ownership
(usually via the state) and use of local financial institutions.

Local procurement policies and regulations in the mining
sector are not an entirely new phenomenon. The Provisional
National Defence Council Law 153 of 1986 had a provision with the
title ‘Preference for local products and employment of Ghanaians’
which require mining firms to give preference in employment of
Ghanaians, materials and products made in Ghana, and service
agencies located in Ghana, ‘to the maximum extent possible and
consistent with safety, efficiency and economy’. However, these
first-generation local procurement provisions in the mining
sector could not either be effectively enforced or yield the
desired outcome for various reasons. For example, in Ghana, the
same law which had local procurement provisions also provided
exemptions from import duties and other taxes on imported
products and materials required for mining operations. Coupled
with a weak manufacturing sector and economy-wide challenges
(relating especially to infrastructure, technology, and finance), it
is understandable why first-generation local content provisions
could not be enforced or produce expected outcome.

Over the past decade, a new generation (second generation)
of local procurement policies and regulations has emerged as
a means of optimizing developmental returns from mining by
way of expanding and deepening linkages between mining and
other sectors of mineral resource-rich economies. Thanks to the
two main factors that have contributed to their emergence - a
poor record relating to the enclave thesis of mining industry
and lopsided benefit-sharing regimes in favour of largely foreign
mining firms (ACET, 2017) - the second generation of local
procurement policies and regulations seem to have found favour
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with mining companies and better prospects. The AMV, which has
been influential in these policies and regulations, has been widely
and openly welcomed by mining companies who have pledged
their commitment to its realization. In February 2016, an African
Mining Vision Compact was forged between industry and African
governments on the sidelines of the 2016 "Investing in African
Mining Indaba’ in South Africa (Kotze, 2016) . Given that local
procurement is at the heart of the AMV, the gesture illustrates
favour with the industry, which is interested in improving its
image. While this is welcome and necessary for the success of the
second-generation of local procurement policies and regulations,
it is not sufficient. What is needed is regular assessment of how
the secondgeneration local procurement policies and regulations
are being implemented, continuing challenges, and how best to
resolve them.

In the last few years, there has been a growing interest in
and focus on how these policies and regulations have been
designed and implemented, bringing to the fore a number of
issues and perspectives that affect their success. Kragelund (2017)
offers an assessment of local content policy implementation in
Zambia focusing on relevant policies at the macro-, meso-, and
micro-level, noting the limited effect of these policies due to
poor alignment with the broader legal practices in the sector.

The study further identifies a lack of clear definition of local
content, voluntarism, inclusion of a small proportion of mines
and suppliers, and inadequate support of political and economic
elites in the country (Kragelund, 2017). Kragelund (2020) further
illustrates how efforts by the Zambian government to rank higher
on the Doing Business Indicator has influenced the government
policies that are inimical to broadening and deepening linkages
through the implementation of local content policies in the
mining sector. The study further identifies an imbalanced power
relationship in favour of multinational mining companies against
the Zambian state, which weakens the state’s bargaining power
when negotiating terms of investment agreements (Kragelund,
2020).

In a two-country case study involving Ghana and the
Democratic Republic of Congo (DRC), Geenen (2019) challenges
two mainstream assumptions about local content literature
regarding creation of production linkages following the provision
of an enabling environment by the state and the thinking that local
content is beneficial for local people. The study finds that power
holders use local content as political instruments to enhance
accumulation of profits and control of resource rents, citing the
complex political circumstances within which these policies are
implemented (Geenen, 2019). In the two countries, employment
opportunities and contracts were found to have been handed to
political elites unfairly and largely as a means to winning local
legitimacy, gaining a social license to operate, and compensating
for environmental pollution. Such a phenomenon, though
unfortunate, inimical to local content policies, and needing to be
addressed, is not surprising as it reflects the widespread patronage
and competitive clientelist political settlements that characterize
many developing countries, including Ghana and the DRC.

Greenen’s (2019) study further reflects the considerable
potential for corrupt practices in the pursuit of local content.
Similar findings have been made by Kalyuzhnova and Belitski
(2019) who demonstrate, using an econometric approach, that
implementation of local content policies in Kazakhstan facilitates
corrupt behaviour. The dangers of corrupt behaviour in the
pursuit of local content are discussed by Lima-de-Oliveira (2020)
using the Petrobas scandal as a case which involved billions of
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dollars in kickbacks and resulted in the country’s wealthiest
businessmen and former politicians such as the former president,
former speaker of parliament, former finance minister, and
former governor of Rio de Janerio being jailed. The study finds
that following the revelation of the corrupt behaviour associated
with the country’s implementation of local content policies,
many of the local content-related programmes and requirements
have either been dismantled or severely cut since 2017 (Lima-de-
Oliveira, 2020).

Despite the concerns with corruption as discussed
above, there is a glimmer of hope as initial findings from the
implementation of local content in Ghana’s oil and gas sector
have been largely positive and demonstrative of the potential of
local procurement initiatives. Ayanoore (2020) demonstrates
that a resource nationalist government can effectively collaborate
with pro-local content elites to establish strict local procurement
targets and effectively enforce them to broaden and deepen
linkages between the oil sector and the broader Ghanaian
economy. At the heart of this feat was the institutionalization of
the Local Content Committee made up of a range of stakeholders
united by the need to achieve greater local content targets in
the oil and gas sector (Ayanoore, 2020). By the end of 2016,
just about three years from the passage of local content and
local participation regulations, the government reported high
local participation among the four categories of firms in the
upstream value chain defined by the law: primary contractor, tier
1 subcontractor, tier 2 subcontractor, and tier 3 subcontractor.
Despite the high financial and technical requirements of the
primary contractor and tier 1 subcontractor categories, the
government ‘lobbied’ IOCs to pre-finance 5% participating
equities of local firms (leading to the establishment of 10 E&P
equity partnerships between IOCs and Ghanaian firms) while
87 local firms were engaged in joint ventures by international
service companies. The other two categories, requiring lower
financial and technical capabilities, were dominated by Ghanaian
companies (Ayanoore, 2020).

Overview of Ghana’s local content and procurement
regulations and other initiatives

Ghana’s Minerals and Mining Policy calls for the promotion

of ‘linkages (backward, forward and side-stream) to minerals
produced in the country to the maximum extent possible’
(Government of Ghana, 2015). In 2012, Ghana’s parliament
adopted a set of six regulations ‘to give meaning’ to a law passed
six years earlier. Among these regulations were three that are
related to local content in the mining sector: Minerals and Mining
(General) Regulations, 2012 (LI2173), Minerals and Mining
(Support Services) Regulations, 2012 (LI2174), and Minerals and
Mining (Licensing) Regulations, 2012 (LI2176). Whereas the
general regulations (LI2173) remain the key local procurement
regulations, the support services regulations (LI2174) and
licencing regulations (LI2176) have some consequences for local
content in the mining sector. The licensing regulations enforce
key aspects of the general regulations on various prospective
licensees, such as their proposals regarding procurement of local
goods and services and the employment and training of Ghanaians
in the mining industry.

The support services regulations, on the other hand, outline
procedures for registering with the Minerals Commission as mine
support service providers, classify mine support service providers
into two categories (A and B), and stipulate benefits available to
registered service providers. While class A mine support services
are open to both Ghanaians and non-Ghanaians, Class B mine
support services are reserved exclusively for Ghanaians. Class A
support services are much broader and deeper in terms of linkages
to the mining sector than Class B (Table I). The support services
regulations offer different benefits or concessions to the two
categories of service providers. Class A providers are eligible for
concessionary (lower) import duties in respect of importation of
mining inputs or items on the Mining List?, immigration quotas in
respect of expatriate personnel (this also applies to mineral right
holders), and receipt of payment for services rendered in foreign

Table I

Comparison between Class A and Class B mine support services

Class A mine support services

Class B mine support services

Contract mining services: topsoil and waste removal,
drilling and blasting, excavating and haulage of ore to plant on
turnkey basis

Contract mining services for small-scale mining: mining and processing of
ore, reclamation, revegetation, management of operations

Mining and ancillary construction services or civil works such as
construction of heap leach pads, haulage roads, tailings storage facilities,
and water storage facilities.

Haulage services to and from mine sites, including the transportation
of personnel

Assay laboratory services

Drilling and blasting services

Mining consultancy services

Mining exploration services

Supply of mining equipment and spare parts

Fabrication of equipment and manufacturing of components and
consumables such as explosives, hydraulic components, activated
carbon, sodium cyanide, and lime

Other mining services specified by the Commission such as health care,
air haulage, catering or camp management, and security services

Other mining services specified by the Commission such as health care, air
haulage, catering or camp management, and security services

Source: Minerals and Mining (Support Services) Regulations, 2012 (LI2174)
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currency, subject to the Commission’s recommendation and the
central bank’s approval. The only benefit or concession available
to Class B providers is the receipt of payment in foreign currency,
subject to the Commission’s recommendation and the central
bank’s approval.

The general mining regulations represent the main local
content requirements in the mining sector. The relevant sections
of the regulations are contained in the first two sub-regulations
and focus on recruitment of expatriates and employment and
training of Ghanaians as well as local procurement of mining
inputs. Among other prescriptions related to employment of
Ghanaians, mineral right holders, support service providers,
and licensees to export or deal in minerals are required by the
regulations to develop a 5-year renewable plan to be approved by
the Commission that spells out recruitment of expatriates and
employment and training of Ghanaians to replace expatriates.
The second sub-regulation of the general regulations deals with
procurement of goods and services with Ghanaian content
to the maximum extent possible subject to efficiency, safety,
and economy. This requires that the 5-year procurement plan,
renewable annually (to deal with possible changes in the
procurement list, if any), is submitted within a year of passage of
the regulations or commencement of operations for approval by
the Commission.

The procurement plan must address the following three
things: the targets for local procurement of items on the
procurement list, prospects for local procurement, and specific
measures or support to providers or suppliers to ‘develop the
supply of local goods and services’. The Commission shall
make available a procurement list with goods and services with
Ghanaian content that must be procured in Ghana. There is no
definition of Ghanaian content in the regulations and the goods
and services on the procurement list need not be locally produced.
However, the sub-regulation mandates that in assessing tenders
for items on the procurement list, bids with the highest level of
Ghanaian participation (based on ownership and management)
shall be selected where bids are within 2% of each other by
price. There are reporting requirements and sanctions involving
payment of full customs import duty to the Commission for
items on the procurement list that are directly imported. Further,
there is a fine of US$10 0oo for each month of the first two
months of non-compliance in terms of obtaining approval of the
procurement plan, and subsequently the same amount per day
that the breach continues.

In 2011, the International Finance Corporation (IFC),
Minerals Commission (MC), and GCoM entered into an MoU to
develop a NSDP. Three years thereafter, the NSDP was designed
as a three-year intervention programme aimed at building the
management and technical capacity of 35 local suppliers in the
mining supply chain in order to increase their participation in
the mining industry. It is, however, unclear if the NSDP was
implemented. In November 2017 the Africa Minerals Development
Centre (AMDC), ACET, and Hanover-based German Institute for
Geosciences and Natural Resources (BGR) jointly held a two-
day workshop in Accra during which another National Suppliers
Development Programme was launched by the Vice President

9The Mining and Minerals Law offers exemptions to mineral right holders from payment
of import duties in relation to importation of plant, equipment, and mining consumables
that are provided on the Mining List. The regulations extend similar concessions to
Class A providers, but not to Class B.
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of Ghana. Led by the AMDC, this NSDP seemed different from
what had been contemplated earlier by the IFC, MC, and GCoM.
Again, it is unclear if this NSDP is being implemented. Despite
the GCoM’s involvement in these efforts, on 3 July 2020 it put
out a call for proposal seeking to recruit a consultant to develop
a framework and strategy for positioning Ghana as a hub of
mining support services in the sub-region by exploring means
of supporting firms in Ghana to provide competitive and quality
goods and services to the mining industry. This raised questions
about the two versions the NSDP earlier contemplated in the
country.

Influenced largely by the need to compensate for negative
externalities, create a positive image in the eyes of catchment
communities, and obtain a social license to operate (Atienza,
Arias-Loyola, and Lufin 2020; Nwapi 2015) rather than a deep-
seated motive to broaden and deepen linkages, almost all mining
companies operating in Ghana have created programmes or
initiatives that seek to ensure that catchment communities are
given preference in employment and procurement of goods
and services. As signature programmes or initiatives of mining
companies, they differ from one company to the other in terms of
scope and depth.

Local procurement in the mining sector: Is Ghana
swimming with the tide?

This section presents and analyses trends in local procurement
of goods and service by the mining industry in Ghana following
the 2012 adoption of the general regulations, that were updated
with the local content and local participation regulations in 2020.
Arguably, local procurement of goods and services (especially
those produced in-country and largely by the citizenry) holds the
largest potential for broadening and deepening linkages between
the mining sector and other sectors of the economy in Ghana
and therefore enhancing the contributions of mining to inclusive
growth and development. In 2020, producing members of GCoM
spent $2.67 billion (about 51.93% of mining revenues) on local
procurement of goods and services. Out of this amount, $198.95
million and $180.40 million were spent on diesel and electricity
respectively while expenditures on imported consumables

and capex stood at $194.18 and $450.39 respectively (Ghana
Chamber of Mines 2021). This compares with $830.2 million and
$479.7 million spent on statutory payments to the state (taxes
and workers’ pension payments) and workers’ salaries in 2020,
respectively (ibid.).

In relation to emoluments, there is deep-seated concern
about wide disparities and inequalities in the mining industry as
the top 10% of the staff population was recently reported to be
earning about half of overall basis salary while a few expatriates
and management staff earn about two-thirds of mining industry’s
wealth (Ankrah ef al., 2017). An earlier report citing a study
by the Ghana Mineworkers Union also indicated that 90% of
mineworkers’ share of wage income is less than 10% of that of
the highest paid staff (Ghana News Agency, 2015). It is, however,
generally believed (and flowing from Hirschman’s linkages theory)
that spending on locally produced goods and services tends
to create greater multiplier effects than spending on statutory
payments and salaries. In light of this, the analysis that follows
will focus mainly on procurement of goods and services by mining
companies. Figure 2 shows the trend in the major categories of
expenditure that mining companies make in the course of their
operations.
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Figure 2—Trends in major expenditures by mining companies (thousand US$)
Table IT
Data on procurement of items on the procurement list, 2014
Product 2014 2015
Total procurement % locally % locally Total procurement % locally % locally
(US$) procured produced (US$) produced produced
Grinding media 67 947 404.46 49.46 44.19 62283 571.00 45.16 28.73
Electrical cables 2292 580.52 60.55 7.53 1350 579.89 70.30 36.13
HDPE/PVC pipes 5010 304.67 100.00 98.50 9 767 869.65 99.82 99.57
General lubricants 12 641 802.22 97.30 97.30 11 221 521.45 97.40 97.40
Quick/hydrated lime 30 236 784.40 100.00 100.00 21 812 497.94 100.00 100.00
Tyre retreading 1441 519.40 100.00 100.00 751 665.99 100.00 100.00
Explosives 60 668 569.92 100.00 100.00 63 289 945.58 100.00 100.00
Cement 3585 735.09 100.00 100.00 769 §72.00 100.00 100.00
Total 183824700.7 80.64 77.99 171 247 223.50 79.64 73.38

Author’s compilation based on Minerals Commission data (Minerals Commission 2020)

For Ghana, the vision is to ensure that as much as possible
of the $2.67 billion spending on locally procured inputs in 2020
is actually made on goods and services (excluding diesel and
electricity) that are produced locally and meet some level of
‘Ghanaian content’ as far as ownership, management, and general
staffing of the producing firms are concerned. This was the vision
of the government of Ghana when, in 2012 and 2020, relevant
regulations were passed to promote job creation through the
use of local expertise and products (local goods and services) in
the mining industry value chain (Government of Ghana, 2012,
2020). In accordance with the general regulations, the Minerals
Commission published the first procurement list with eight
items in 2013. The performance of the industry regarding these
items in 2014 and 2015 is presented in Table II. Out of the almost
US$184 million total spend on items on the procurement list in
2014 (this is less than a quarter of total expenditures incurred
by mining companies on local procurement of non-energy goods
and services, which amounted to about US$771 million), US$148
million worth of those items was obtained from in-country
suppliers and manufacturers, with US$143 million (78% of total
spend) on locally manufactured goods. And out of US$171 million
total spend on items on the procurement list in 2015 (which is less
than a fifth of total spend by miners on local procurement of non-
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energy goods and services which amounted to US$866 million),
about US$136 million of items were procured locally, out of which
US$126 million worth of items (representing 73% of total spend)
were locally produced.

The data on grinding media and electrical cables deserves
some comment. In 2015, the country’s installed capacity for
producing grinding media could meet about half of industry
demand. One of the three local manufacturers was in the process
of adding a third plant in order to double installed capacity and
be able to manufacture other sizes and specifications of grinding
media to meet the requirements of other miners. With that
expansion, local manufacturers could meet all the demand in
the sector. In interviews two producers expressed concern about
power (not regularly available and expensive) and payment of
import duties and other taxes on importation of steel bars used
in producing grinding media, whereas mining companies are
exempt from paying import duties and related taxes when directly
importing grinding media. They called for incentives (such as
export subsidies) to enable them to maintain the local market and
increase exports (which had been started by those local producers
on a small scale).

Regarding electrical cables, the country has world-class
producers - Tropical Cables and Conductors Limited and Nexans
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Cables and Metals Limited. Yet mining companies have been very
reluctant to source their electrical cables from these producers
for various reasons. Electrical cables are very critical inputs, and

about a quarter of the industry’s total in-country purchases of
goods and services (excluding diesel and power), which amounted
to $1.702 billion in that year. Out of the total spend of $426 million

engineering firms that construct mining plants often recommend
particular specifications and brands. This makes it difficult for
mining firms to ignore the advice of consulting firms with respect
to electrical cables. Furthermore, even when mining companies
want to try locally produced electrical cables the classifications
(and specifications) make it difficult to buy from producers. For
example, an electrical product with a particular specification can

be classified differently by different producers in Ghana. This also

presents a challenge to the mining companies when considering
procuring electrical cables from local sources. The challenge
regarding the use of local electrical cables by mining companies
reflects lack of urgency and weak coordination among key state
agencies (such as the Minerals Commission and Standards
Authority). However, the GCoM has since taken steps to address
the challenge by facilitating various meetings involving local
producers of electrical cables, mining companies, and other state
agencies such as the Standards Authority to address pertinent
concerns including development of related standards.
In 2015 the procurement list was revised to include an
additional 11 items, bringing the total to 19. The 2015 edition also
stipulated penalties (5% for all items except electrical cables,
which attracted 10% penalty) to be paid by mining companies
who import these products. Instead of the penalty, some of the
local producers interviewed suggested that those items should be

removed entirely from the mining list. The list contains items that

are exempted from import duties and related levies and charges.
This has been identified as a major impediment to the expansion
of local production for the mining sector. The performance of the

industry is presented in Table III. In the year 2018, the total spend

on procurement list items amounted to $426 million, which was

on the items on the procurement list, $394 million (representing
92.4%) was procured in-country while $252 million (representing
59%) was spent on locally manufactured inputs.
The inclusion of 11 additional items reduced the proportion
of inputs locally produced on the procurement list for the mining
industry from 80% and 73% in 2014 and 2015 respectively to 52%,
64%, and 59% in 2016, 2017, and 2018 respectively. In terms of
value, six items are very important and make up about 97% of
the total spend on procurement list items. These are grinding
media, general lubricants, quick/hydrated lime, explosives, haulage
services, and catering services. As regards haulage services, for
example, the industry spends an average of US$185 million, almost
entirely on local services, though less than half of that is offered
by local firms while the remaining half represent ‘imported’
services. With respect to grinding media, local producers met
between a third and half of industry demand over the same period.
The performance as regards the other four items is excellent,
with many of them meeting industry demand fully for most of the
years. .
Over the period, it can be observed that the mining industry
has acted contrary to the regulations by directly importing items
that appear on the mining procurement list. In 2014, for example,
$35.6 million worth of items on the list (falling to US$32.4 million
in 2018) which should have been procured in-country were
imported directly by the mining companies themselves. From
Figure 3, it is clear that the mining industry has consistently been
directly importing items on the tune of between US$30 million
and US$35 million. This notwithstanding, the value of non-energy
goods and services procured locally has been growing markedly.
While the value of the first eight items hovered around US$180

Table 11T
Data on procurement of items on the procurement list, 2016-2018
Product 2016 2017 2018
Total % locally | % locally Total % locally | % locally Total % locally | % locally
procurement | produced |produced | procurement | produced | produced |procurement | produced | produced
(US$) (US$)
Grinding media 60 595 146.96 54.30 42.24 63 081 057.10 65.95 43.64 83058 867.33 61.55 38.50
Electrical cables 1451 848.79 90.35 73.39 1778 316.14 91.51 34.42 2971 025.99 08.63 56.20
HDPE/PVC pipes 5727 456.35 100.00 99.74 6593 008.95 100.00 67.80 5630022.36 | 100.00 99.38
General lubricants 13 817 800.04 99.98 99.98 15 473 514.09 100.00 99.73 11 654 523.87 | 100.00 66.40
Quick/hydrated lime 17 292 271.37 100.00 87.82 15239 921.16 100.00 86.67 14838 937.59 | 100.00 82.62
Tyre retreading 707 735.50 100.00 100.00 678 900.64 100.00 100.00 179 014.23 | 100.00 100.00
Explosives 79 960 882.70 100.00 100.00 73 890 992.84 100.00 100.00 94 025 915.37 100.00 100.00
Cement 437 340.17 100.00 100.00 445 784.21 100.00 100.00 43222371 | 100.00 100.00
Bolts and nuts 786 676.74 97.32 7.12 874 261.41 97.51 3.24 589 419.18 95.91 0.00
Crucibles 208 §70.95 49.38 5.66 230 013.89 39.38 0.04 223 586.93 62.42 20.50
Plastic sample bags 644 404.85 100.00 100.00 565 790.45 100.00 97.62 718 086.44 | 100.00 100.00
Calico bags 216 769.63 100.00 100.00 194 953.05 100.00 100.00 141 820.68 99.96 99.96
Bullion boxes 763238 73.21 73.21 38 607.57 95.35 9535 25 361.66 84.34 0.00
Chain link fencing 206 133.83 33.88 6.83 66187.25 93.35 57.03 169 376.33 33.74 2.27
Conveyor rollers 535 481.62 63.67 61.25 651 712.31 61.10 43.34 748 590.90 78.55 65.03
Metal/PVC core trays 675 687.01 100.00 0.00 846 501.33 92.48 0.00 1131392.39 | 100.00 0.00
Overalls and work clothes 1021 486.37 99.74 91.02 1,338,148.68 100.00 80.41 972,059.09 | 100.00 81.61
Haulage services 188 521 099.84 100.00 25.58 | 190,420,636.74 100.00 50.27 185,943,114.38 100.00 39.72
Catering services 22 026 737.84 100.00 61.85 22,277,883.73 100.00 73.58 23,002,592.62 | 100.00 100.00
Total 394 841162.94 92.83 5231 | 394,686,191.54 94.40 63.49 426,455,931.05 92.41 5931
Source: Author’s compilation based on Minerals Commission data (Minerals Commission 2020)
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Figure 3—Trends in expenditures on procurement list items (US$)
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Figure 4—Mining industry’s total spend on non-energy local procurement and trends in expenditures on procurement list items (US$)
Source: Minerals Commission
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Figure 5—Performance in terms of supply of top six items on procurement list by local manufacturers (US$)
million, increasing to about US§400 million when 11 other items 2018 (it reached over US$2.7 billion in 2020), see Figure 4. This
were added to the list, the total spend on non-energy goods and raises some concerns and questions about the extent to which
services procured locally by the mining industry has increased Ghana is swimming with the tide of local procurement in the

from less than US$800 million in 2014 to over US$1.7 billion in mining sector.

» 68 FEBRUARY 2022 VOLUME 122 The Journal of the Southern African Institute of Mining and Metallurgy



Local procurement in the mining sector: Is Ghana swimming with the tide?

120
100
80 m 2014
60 m 2015
w2016
40 m2017
w2018
20
0
Grinding Media General Quick/Hydrated  Explosives Haulage Catering
Lubricants Lime Services Services
Source: Minerals Commission

Figure 6—Performance in terms of supply of top six items on procurement list by local producers as percentage of total spend on those items

It is worthy of note that the items on the procurement list
are inputs that the country is supposed to have the potential to
produce locally, yet locally produced goods and services met less
than 60% of the total spend on those items between 2016 and 2018
(and less than 80% in 2014 and 2015). While this does not look
bad in general, as grinding media, general lubricants, explosives,
and catering services showed an overall increasing trend (Figures
5and 6), there is some concern with quick/hydrated lime and
haulage services. While locally produced quick/hydrated lime
supply to the mines showed a decreasing trend (falling from
US$30 million in 2014 to US$ 12 million in 2018), supply of
haulage services by Ghanaian businesses increased from US$48
million in 2016 to US$96 million in 2017 (nearly double) but
reduced to US$74 million in 2018. Similar mixed performance can
be observed for the other items on the list. This requires a tailored
supply chain development programme to carry local producers
along.

While there is currently no supply chain development
programme being implemented by the government to facilitate
expansion in local production of items on the procurement
list on a sustainable basis , there are questions surrounding
the level of ‘Ghanaian content’ for those items that are locally
produced. The dominance of international firms exclusively
owned by non-Ghanaians in the mining suppliers’ sector, such
as Lycopodium, Atlas Copco, Boart Longyear, Sandvik, Liebherr,
Mantrac/Caterpillar, African Explosives, Maxam, Carmeuse Lime
Products, and Castrol, among others, is well noted (Bloch and
Owusu 2011). To what extent are Ghanaians participating in
firms producing these goods and services, in terms of ownership,
management, and employment? Similar questions can be posed
with respect to the other locally produced goods and services

outside the procurement list. Responding to this question will
require the Minerals Commission and GCoM to collate and share
relevant data. Unfortunately, after collaborating with the World
Bank (2012) to produce a relevant framework for measuring local
procurement as elaborated in section 2, these agencies have yet
to apply this template and publish the findings. On the issue of
supply chain development, some attempts have been made in the
past (as previewed under the overview of Ghana’s local content
and procurement regulations and other initiatives) but they have
largely remained on the drawing board.

Ghana’s approach to local procurement in the mining sector
differs markedly from what pertains in the oil and gas sector, with
implications for how far and how quickly gains can be realized. In
the oil and gas sector, three categories of subcontractors or service
providers have been recognized on the basis of capital (see Table
IV). In contrast, the approach in the mining sector recognizes
two classes of service providers as described above: class A for
servicing large-scale mines and class B for servicing small-scale
mines. The approach in the oil and gas sector allowed for greater
participation of Ghanaians, especially in the tier 2 and tier 3
subcontractor categories. The Petroleum Commission intervened
to implement high levels of joint venture equities benefiting 87
local companies at the tier 1 subcontractor level, while at the
primary contractor level, international oil companies were lobbied
to pre-finance 5% participating equities of local firms (Ayanoore,
2020). Another area of difference relates to the specification of
local content levels for ten service categories over a period of
time (see Table V). The mining sector approach has a 2% margin
on bids with the highest level of Ghanaian participation based on
ownership, management, and employment.

Tier 1 subcontractor
Tier 2 subcontractor
Tier 3 subcontractor

Table IV

Different categories of operators in the oil and gas industry

Category Scope of work Financing threshold
Primary contractor Engages in exploration and production activities $5 million or more

Provides direct services to primary contractors
Renders services to tier1 subcontractors and primary contractors
Renders indirect or support services to oil companies

$1 million - $5 million
$0.5 million - $ 1 million
Less than $0.5 million

Source: Ayanoore (2020)
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Table V
Goods and services categories and specified minimum local content levels
Goods and services (there are other subservices under each category) Minimum local content levels
Start (%) 5 years (%) 10 years (%)
1 FEED, detailed engineering, and other engineering services 10 -20 30-50 60 - 80
2 Fabrication and construction 10-20 30-50 50 - 100
3 Materials and procurement 20 - 60 40-80 60 - 100
4 Well drilling services 10 - 40 20 - 70 70 - 95
5 Research and development relating to in-country services 20 - 40 30-70 60-90
6 Exploration, subsurface, petroleum engineering, and seismic services 10 - 40 30-70 55-90
7 Transportation, supply, and disposal services 30-80 60-90 80 -100
8 Health, safety, and environment services 20 - 100 30 - 100 45-100
9 Information systems, information technology, and communication Services 20-80 50-90 70 - 100
10 Marine operations and logistics services 10-80 30-90 45-100

Source: Ayanoore (2020)

The third edition of the local procurement list, published in
2018, departed from the previous editions by reserving certain
services exclusively to Ghanaians. This suggests that in future,
mining companies may be compelled to procure other goods and
services from firms that are exclusively or majority owned by
Ghanaians and with some specified level of Ghanaian participation
in terms of employment and management. The new items added
to the list are as follows: security services (exclusive Ghanaian
directors and shareholders), legal services (exclusive Ghanaians),
insurance services (strictly incorporated in Ghana), and financial
services (strictly incorporated in Ghana). The rest are, contract
mining (strictly incorporated in Ghana), fuel (exclusive Ghanaian
directors and shareholders), activated carbon, cable bolt and
accessories, split setts, rebars, mining mesh and cupels (Ministry
of Lands and Natural Resources, 2018).

Notwithstanding the evolution in the local procurement
policy, some local suppliers interviewed complained that they
are unable to obtain contracts with mining companies despite
recent efforts by the government to increase local content. This is
largely a result of the high standards demanded of local suppliers
by mining companies. Some local suppliers contend that meeting
these standards requires time as well as support from the both
the government and mining companies. An official of one of
the local supplier firms added that ‘the first-class supplier firms
that mining companies are used to dealing with were not built
overnight’. Further to these concerns is the recent increment in
fees paid by local suppliers to obtain and renew permits. In July
2020, local mining contractors accused the Minerals Commission
of collapsing their businesses with outrageous charges, following
an increment about 500% in annual fees paid to the Commission
(Tijnani, 2020).

Some local companies questioned the wisdom behind the local
procurement and local content policy, describing the approach
as narrow. In an interview with a local mining support services
provider (and a member of the GCoM), one official questioned
why the government wouldn't rather channel efforts being made
to enhance local content into growing local mining companies to
become multinational entities. He reasoned that once there are
multinational mining firms that originate from the country, they
will naturally deal more with local suppliers than is the case with
the foreign multinationals that dominate the industry. As such,
the challenges of enclave mining that local content policies and
laws have been designed to address would be better dealt with if
efforts are rather geared towards developing local mining giants.
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In this regard, the state may consider the case of Botswana where
an active state involvement in the mining sector (particularly
diamonds) was leveraged for the growth of local SMEs in the
sector. Furthermore, recent moves by the Minerals Commission to
establish a medium-scale mining sector where current small-scale
mining companies will be allowed to enter into joint ventures with
foreign partners may also be explored .

Conclusions

Ghana’s approach to local content in the mining sector has
taken off in a collaborative spirit between regulatory authorities
and mining companies. Since the general regulations were
passed in 2012, in-country procurement by the mining industry
has increased significantly (though most of the products are
imported by third parties) along with a reduction in inputs
directly imported by mining companies. Over the same period,
locally manufactured inputs for the mining industry have steadily
grown and in some cases meet the entire demand of the mining
industry. However, local production of mining inputs as well as
Ghanaian participation in both suppliers and manufacturers in
terms of ownership is still on the low side. Evolution in the local
procurement list, which allows for some inputs to be reserved
exclusively for Ghanaian or meet some minimum ‘Ghanaian
content’ requirements, as is the case in the oil and gas sector,
has potential for improving the situation. Furthermore, there is
need for a well-thought-out strategy and programme of activities
to offer local manufacturers and suppliers needed support and
guidance so they are able to meet the high standards and demands
of the industry. Despite concerns about local procurement and
local content initiatives in broadening and deepening linkages
between mining and other sectors of the economy (see Geenen,
2019), the findings of this study support the view that local
procurement and local content initiatives remain relevant.

In light of this, the following actionable measures and policy
recommendations are offered to expand and deepen local
procurement in the Ghana mining sector:

(i) Revision and implementation of the National Suppliers
Development Programme collaboratively developed by the
IFC, the Chamber of Mines, and the Minerals Commission.

(ii) Removal of all goods and services that are on the mining
procurement list from the mining list (list of products that
are exempted from payment of import duties and related
levies).
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(iif) The Minerals Commission must be more proactive in
sharing information and analysis pertaining to local
procurement in the mining sector and collaborating with
other state agencies to seek redress to critical challenges
that local suppliers face.

(iv) The Minerals Commission must engage the Minerals
Income and Investment Fund towards provision of
cheaper finance (both in terms of debt and equity) for
local suppliers with discipline and in ways that facilitate
greater Ghanaian content in these firms.
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