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key figures
•
•
•
•
•

Land area, thousands of km2
239
Population, thousands (2006)
22 556
GDP per capita, $ PPP valuation (2006) 2 146
Life expectancy (2006)
57.8
Illiteracy rate (2006)
42.1
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HE GHANAIAN ECONOMY is benefiting from one of

the most successful reform programmes in Africa, with
increased growth reflecting strong economic
fundamentals underpinned by anti-inflationary
monetary policy and fiscal consolidation. It is now
apparent that the private sector is responding positively.
Banks are restructuring their portfolios in order to
increase lending to the private sector. With inflation
expectations subdued, business-planning horizons are
broadening, and rising capital inflows suggest increasing
investor confidence in Ghana’s economic prospects.
The economy seems to be on the cusp of becoming an
emerging market.
The improving policy environment has contributed
to a recent upsurge in economic growth, with real

GDP growth reaching an estimated 6.2 per cent in
2006 from the average annual rate of 5.5 per cent
during 2000-05. Growth is
Reforms and political
projected to remain at around
stability are leading to an
6.1 per cent in 2007 and 2008.
emerging market economy
Recent strong performance has
while export diversification
enabled Ghana to accelerate
and public-service delivery
implementation of its poverty
will speed up growth
reduction strategy. Economic
and development
growth is becoming more
broad-based, although the agricultural sector still
dominates economic activity. The track record in
strengthening democracy and a stable political
environment bodes well for continuing economic
expansion. However, the political situation could be
improved further by tackling growing perceptions of
285

Figure 1 - Real GDP Growth and Per Capita GDP
($ PPP at current prices)
■ Ghana - GDP Per Capita (PPP in US $)

■ West Africa - GDP Per Capita (PPP in US $)

■ Africa - GDP Per Capita (PPP in US $)

——— Ghana - Real GDP Growth (%)
Per Capita GDP ($ PPP)
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http://dx.doi.org/10.1787/253016408551
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corruption in public life. Also, going forward, Ghana
needs to diversify its export base and follow through
on its structural transformation, in order to enhance
private-sector participation in the economy. Economic
growth also needs to accelerate in order to generate
adequate employment growth, further reduce poverty,
and attain middle-income status over the next decade.
Ghana must furthermore upgrade public services,
especially in water and sanitation, to improve the health
of the population.

Recent Economic Developments

286

Ghana is implementing the Growth and Poverty
Reduction Strategy II (GPRS) for the medium-term
2006-2009. The country’s growth performance has
continued to be robust, with real GDP growth reaching
6.2 per cent in 2006, up from 5.8 per cent in 2005.
Performance in 2006 represented the first time in
several years that economic growth had reached the
six per cent mark and constituted the sixth consecutive
year that the economy has experienced strong growth.

II, the government expanded the PSI initiatives in
2006 through measures to enhance access to credit
and agricultural inputs, and by increasing the availability
of extension services.
This is highly important because the agricultural
sector remains constrained by structural problems. For
example, it was reported in 2006 that only 5 per cent
of irrigable land in Ghana is actually irrigated, leaving
production largely dependent on the vagaries of the
weather. Extension services are so limited that each
technical officer is responsible for helping nearly 2 000
farmers. Moreover, 40 per cent of all agricultural output
is wasted due to inadequate storage facilities, marketing
chains and infrastructure.

Until recently growth was driven largely by the
agricultural sector. In 2006 it was led by the industrial
and services sectors, although agriculture continued to
perform strongly. The 5.7 per cent growth of agricultural
output was below the 6.6 per cent recorded in the
preceding year. The slowdown led to a slight decline in
agriculture’s share in GDP to 35.8 per cent in 2006
from 36 per cent in 2005. The boom in agriculture in
recent years is mainly due to cocoa production, which
has responded very favorably to incentives put in place
by the government. (See Box 1). In 2006 cocoa output
rose by 8.7 per cent, following an average yearly expansion
of 19.8 per cent over 2003-2005.

Industrial activity accelerated in 2006 with a growth
rate of 7.3 per cent as compared with 5.5 per cent in
2005. Industrial activity in 2006 was led by a 9 per cent
expansion in gold production. Industry growth would
have been even stronger in 2006, had there not been
reduced electricity supplies resulting in part from low
water levels at the Akosombo Dam, the largest source
of electricity in Ghana, as well as a failure to invest in
additional generating capacity, and losses due to illegal
connections. The Volta River Authority (VRA), the
main overseer for electricity, plans to install an
emergency thermal electricity generator at Tema, to
be upgraded by a larger thermal unit in the next few
years. As a share of GDP, the industrial sector improved
from 24.7 per cent in 2005 to 25.4 per cent in 2006.
This share, however, is still some way off the
government’s target figure of 37 per cent by 2010. In
order to achieve this, the industrial sector would need
to expand by at least 12 per cent per annum, which is
significantly above the rate currently being achieved.

Other sub-sectors of agriculture, notably staple
crops like cassava as well as palm oil, continued to
benefit from the Presidential Special Initiatives (PSI)
on agriculture. These initiatives aim to modernise
Ghanaian agriculture through the dissemination of
information about better farming practices, the provision
of irrigation facilities, and the distribution of improved
varieties of seeds and fertilizers. As part of the GPRS

In particular, difficulties in the manufacturing
sector have been hampering efforts to boost industrial
growth. In 2006 manufacturing grew by 4.2 per cent
compared to 5 per cent in 2005. The reasons put
forward for the closure of British American Tobacco
in December 2006 underscored the main problems
facing manufacturing activity in the country. High
taxes and the influx of cheap imports have constantly

African Economic Outlook

© AfDB/OECD 2007

GHANA GB 07:GHANA gb 07

17/04/07

14:53

Page 287

Ghana

The Role of the State has been Crucial in Revamping Cocoa Production in Ghana
Since 2000 the government of Ghana has made a concerted effort to reform Ghana’s cocoa sector, which
in the 1960s and 1970s led the world in production, but now ranks third. Various government measures –
increased producer prices, bonus payments, effective disease and pest control programmes, improved
agronomic practices and the promotion of new and innovative methods of cocoa farming – have succeeded
dramatically, resulting in record output.
In the 2005/06 crop season, cocoa output reached approximately a record 740 000 tonnes. This
represented an increase of 23 per cent over the 600 000 tonnes harvested in the preceding season and
bringing the average for the past three seasons to 692 300 metric tonnes, more than twice the 340 000 tonnes
produced in the 2001/02 season.
The increase in producer prices contributed significantly to the rise in output. In the 2005/06 season,
the producer price paid per tonne of cocoa was ¢9 million or ¢562 500 per bag of 64 kilogrammes. The
producer price represented 72.86 per cent of the net f.o.b. price, 2.86 per cent more than previously agreed.
In fact producer prices have increased nearly threefold since 2001 when farmers were paid only ¢3.475 million
per tonne. The government has also guaranteed the farmers’ minimum net share at 70 per cent of the net
f.o.b. price in any particular year. For the 2006/07 season a new producer price of ¢9.15 million per tonne,
representing 72.19 per cent of the net f.o.b. price, was announced in October 2006. The government has
also used bonus payments to farmers as an additional incentive. In the 2005/06 season a bonus of ¢17 140
per bag was paid. In addition, the government has instituted a Farmers’ Scholarship Trust Fund to finance
scholarship awards for cocoa farmers in secondary educational institutions. A total amount of ¢15 billion
was paid into the Cocoa Farmers Scholarship Trust Fund in the 2005/06 Season to finance 2 500 scholarship
awards for cocoa farmers. Moreover, the government has provided seed funds for the establishment of a
housing scheme for farmers and has already started the construction of some houses under the scheme through
the Department of Rural Housing. Furthermore, the government has launched a Vehicle Loan Scheme for
Cocoa Farmers, aimed at helping the farmers acquire their own means of transport. In 2006, 33 cocoa farmers
benefited from the scheme.
Another major measure instituted by government to boost cocoa production has been disease and pest
control. Since the programme started in 2001, more than 740 000 cocoa farms have been sprayed against
black pod disease. Nearly 520 000 farmers have benefited from the programme. The programme has also
offered employment to over 50 000 youths from local communities. The government intends to expand
the programme in 2007 to reach 775 000 farms, covering 650 000 farmers, with the resulting creation of
more than 51 000 jobs. Also, a number of feeder roads have been rehabilitated in the cocoa-growing regions
of Ashanti, Brong Ahafo, Central and Western Regions.

been cited by manufacturers as militating against the
sector. Also, private-sector organisations and industry
leaders have complained about the neglect of the sector
and the inability of government to implement bold
measures to salvage it from stagnation. The
government’s recent manufacturing growth strategy
© AfDB/OECD 2007

targeted textiles and ICT industries. This strategy,
however, appears to have failed, as the local industry,
relying on antiquated machinery, facing constant
power outages and producing low volumes, has
continued to decline in the face of cheap imports of
textiles and second hand clothing.
African Economic Outlook
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Figure 2 - GDP by Sector in 2005

(percentage)

Government services
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Source: Authors’ estimates based on Ghana Statistical Office data.
http://dx.doi.org/10.1787/178726760846
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The services sector grew by an estimated 6.5 per
cent in 2006, slightly higher than the 6.2 per cent
achieved in the preceding year. The expansion in 2006
was driven by increased government expenditure in
the provision of services and increased activity in finance
and insurance services. Also, growth in mobile
telecommunication was strong in 2006, as Ghana
Telecom, Millicom and Scancom – providers of mobile
phone services – all expanded their services. The
combined activities of the telecom providers have
contributed to an increase in tele-density (telephones
per 100 persons) from approximately 5.2 per cent in
2003 to 6.7 per cent in 2006, with the number of
telephone lines more than doubling from approximately
650 000 in 2003 to more than 1.7 million in 2006.
The tourism sector continued to grow with visitor
arrivals and spending increasing by an estimated 47 per
cent and 69 per cent respectively between 2000 and

2006. Tourism receipts are expected to reach $1.5 billion
by 2007 – the third largest foreign exchange earner after
merchandise exports and remittances. In order to
achieve this, the government is pursuing a strategy of
establishing Ghana as the “homeland” for Africans in
the diaspora. This is intended to change the current
situation, where the majority of tourists to the country
are Ghanaian expatriates.
Investment performance continues to improve
significantly. In 2006, there was a sharp increase in
both public and private capital formation. Reductions
in the stock of external debt and domestic public debt
over the last few years have improved the savingsinvestment balance and growth dynamics of the country.
In 2006, debt-reduction enabled the government to
commit more resources to capital expenditure. The
volume of domestic private and public capital formation

Table 1 - Demand Composition
1998

(percentage of GDP)

2005

Percentage of GDP
(current prices)

2006(e)

2007(p)

2008(p)

Percentage changes, volume

Gross capital formation
Public
Private

23.1
11.2
12.0

29.0
12.0
17.0

13.4
14.5
12.6

7.7
9.5
6.4

8.7
6.9
10.0

Consumption
Public
Private

89.7
16.1
73.6

96.6
15.3
81.3

7.7
2.2
8.5

4.6
9.2
4.0

6.8
4.9
7.0

-12.9
33.9
-46.7

-25.6
36.2
-61.8

5.9
15.4

4.4
4.5

4.6
9.5

External sector
Exports
Imports

Source: Authors’ estimates and predictions based on Ghana Statistical Office data.
http://dx.doi.org/10.1787/062304780517
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is projected to increase again in 2007 and 2008 as
confidence in the economy is maintained. On the other
hand, export growth is expected to slow down, reflecting
the continuing lack of progress in significantly
diversifying exports.

Macroeconomic Policies
Ghana maintains good relations with the IMF. The
Poverty Reduction and Growth Facility (PRGF) loan
expired in October, and will not be renewed. Instead,
the government may establish a Policy Support
Instrument programme (PSI) with the Fund, under
which the IMF agrees to advise on and monitor policies
but will not provide direct financial support.
Fiscal Policy
With macroeconomic stability now well established,
the challenge is to shift the thrust of macroeconomic
policy towards accelerated growth through targeted
public investments and encouragement of privatesector development.
In 2006 the government sought to ‘crowd-in’ private
investment through a net domestic debt repayment
equivalent to approximately 1 per cent of GDP, while
also enhancing resources for development. The policies
were largely successful insofar as the domestic debt/GDP

ratio fell from around 21 per cent in 2004 to an
estimated 17.8 per cent in 2006. Moreover, the ratio
of domestic debt service to total revenue fell from
45.1 per cent in 2003 to 27.5 per cent in 2005 and
was estimated at 24 per cent in 2006.
In 2006, total revenues increased, due in part to a
reform of tax administration which strengthened the
revenue collection agencies, and to the introduction of
new taxes and increased grants. Since 2004 when revenue
collecting agencies were allowed to retain 3 per cent of
revenue collected to meet their administrative costs, the
agencies have continued to exceed their targets. As a
result, the domestic tax effort increased to 19.8 per cent
of GDP in 2006 from 19.4 per cent of GDP in 2005.
Also, donor grants increased to 5.6 per cent of GDP in
2006 from 5.3 per cent of GDP in 2005. Nonetheless,
given the narrow tax base, with its high dependence on
petroleum taxes, it might be difficult for the government
to increase revenue significantly in the absence of efforts
to widen the tax base. As a result, tax revenues are likely
to remain virtually flat in 2007, and subsequent
improvements in total revenue will depend largely on
increased grants. In this regard, Ghana’s fiscal situation
will benefit from a $547 million grant from the United
States Millennium Challenge Account (MCA), which
is by far the largest award so far under this programme.
The government maintained an expansionary
expenditure programme in 2006 following the

Table 2 - Public Finances

(percentage of GDP)

1998

2003

2004

2005

2006(e)

2007(p)

2008(p)

Total revenue and grantsa
Tax revenues
Grants

20.5
15.8
2.2

24.4
19.1
4.7

29.8
21.3
6.4

27.9
19.4
5.3

28.6
19.8
5.6

29.2
19.9
6.1

29.0
20.2
5.5

Total expenditure and net lendinga
Current expenditure
Excluding interest
Wages and salaries
Interest
Capital expenditure

28.6
17.3
10.3
5.5
7.0
11.3

28.8
19.8
13.6
8.4
6.2
8.9

33.3
20.9
16.6
8.8
4.4
12.4

30.8
18.8
15.1
8.5
3.6
12.0

32.9
18.3
15.3
8.2
3.0
14.6

32.9
17.8
15.2
7.8
2.7
15.1

32.7
17.6
15.1
7.6
2.5
15.1

Primary balance
Overall balance

-1.1
-8.1

1.8
-4.4

0.8
-3.6

0.7
-3.0

-1.3
-4.3

-1.0
-3.7

-1.1
-3.6

a. Only major items are reported
Source: Authors’ estimates and predictions based on Ghana Statistical Office data.
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improvement in revenues. Total expenditures increased
to 32.9 per cent of GDP in 2006 from 30.8 per cent
of GDP in 2005. The government appears to be
succeeding in controlling recurrent expenditure
following the enactment of a number of legislative
measures, including the Financial Administration Act,
the Internal Audit Act and the Procurement Law in
2004. As a result, the increase in total expenditure in
2006 was due largely to increased capital spending,
which was a welcome development, given the near
stagnation of capital spending in recent years. The
government’s resolve to continue controlling current
spending in favour of public investment will be tested
in 2007 by strong political pressures as the 2008 general
elections approach. Even so, it is anticipated that the
continuing decline in interest payments will enable
the government to maintain a stable overall fiscal deficit
in 2007 and 2008.
Monetary Policy
290

Ghana’s monetary policy remains focused on
bringing down inflation to the single-digit level and
limiting exchange-rate volatility. The inflation objective
has been pursued by controlling the amount of reserve
money, with broad money supply as the intermediate
target. In 2006, the monetary authorities lowered the
growth of reserve money to 16.4 per cent from 19.3 per
cent in 2005. However, broad money supply (M2)
increased very rapidly at 34.6 per cent, compared to
22.5 per cent in 2005. Much of the expansion in
money supply in 2006 was due to a stronger demand
for credit by the private sector, in response to increased
economic activity.
Inflation tended to trend downwards in 2006 despite
the lagged effects of increases in petroleum prices in
the latter part of 2005, which were largely offset by a
relatively stable exchange rate and improved food
supplies. The target of the single-digit inflation rate was
almost attained in 2006, as consumer price inflation
declined to 10.5 per cent at the end of October 2006
from 14.8 per cent at the end of December 2005.
Moreover, the core measures of inflation remained
between 3 and 9 per cent in 2006, indicating low
underlying inflationary pressures.
African Economic Outlook

The easing of inflationary expectations in 2006
contributed to a decline in interest rates during the year.
The Bank of Ghana (BOG) policy rate – the prime rate
– which had been lowered continuously from 2003,
was maintained at 14.5 per cent in 2006. Short-term
rates in the financial system generally declined, with
the average rate on the 91-day Treasury bill shedding
3.6 percentage points to 10.3 per cent in 2006. After
declining much faster than deposit rates over the 200005 period, lending rates remained stable at 27.7 per cent
between September 2005 and September 2006.
Ghana’s managed floating exchange rate regime
appears to be working well, with fewer interventions
recently from the BOG to smooth fluctuations in the
foreign exchange market. Higher levels of remittances,
steady donor inflows and strong earnings from cocoa
continued to help offset the effects of higher oil prices,
enabling the cedi maintain its relative stability against
the major international currencies. In 2006, the cedi
recorded a slight depreciation of 0.9 per cent against
the US dollar, following the moderate depreciations of
2.1 per cent and 2.2 per cent in 2005 and 2004
respectively. These moderate movements stand in sharp
contrast to the unprecedented depreciation of 57 per
cent that was witnessed in 2000. International
recognition of the stability of the cedi was established
in October 2006 with the first offshore cedidenominated eurobond issued by the African
Development Bank.
External Position
The government is pursuing a development strategy
based on export growth and increasing inward direct
investment. With this in view, Ghana developed a
National Trade Policy in 2005, which aims to enhance
international competitiveness and secure greater market
access for Ghana’s products. In particular, the policy
seeks to promote regional integration within the
Economic Community of West African States
(ECOWAS) through the harmonisation and reduction
of tariffs and non-tariff barriers to trade. At the same
time, Ghana, together with other West African countries,
is engaged in the negotiation of the WTO-compatible
Economic Partnership Agreement (EPA) with the
© AfDB/OECD 2007
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European Union (EU) to replace the existing nonreciprocal preferential trade regime in the Cotonou
Partnership Agreement (CPA).
Ghana’s current account balance has consistently
been in deficit, and this deficit increased sharply from
7.1 per cent of GDP in 2005 to 11.7 per cent of GDP
in 2006. Developments in the current account balance
largely reflect fluctuations in merchandise trade, which
have been characterised by widening deficits in recent

years. In 2006, the trade deficit increased from 23.5 per
cent of GDP in 2005 to 25.7 per cent of GDP. One
factor behind the recent widening trade deficit has
been a higher than expected oil import bill due to the
sharp increase in the average price of crude oil. Also,
the non-oil trade deficit has widened in recent years
due to an appreciation of the real exchange rate of the
local currency, which has made export diversification
rather difficult. Ghana continues to depend largely on
a few primary commodity exports, especially cocoa

Table 3 - Current Account

(percentage of GDP)

1998

2003

2004

2005

2006(e)

2007(p)

2008(p)

Trade balance
Exports of goods (f.o.b.)
Imports of goods (f.o.b.)
Services
Factor income
Current transfers

-11.1
28.0
39.0
-1.8
-2.0
9.9

-10.3
32.4
42.7
-4.0
-1.5
18.4

-17.1
31.4
48.5
-4.4
-1.9
20.7

-23.5
25.6
49.0
-1.3
-1.5
19.2

-25.7
25.9
51.6
-1.2
-1.3
16.4

-25.1
25.1
50.2
-2.3
-0.7
16.5

-26.0
24.5
50.4
-2.5
-0.3
15.4

Current account balance

-5.0

2.4

-2.7

-7.1

-11.7

-11.6

-13.4

Source: Authors’ estimates and predictions based on Ghana Statistical Office data.
http://dx.doi.org/10.1787/678451732837

Figure 3 - Stock of Total External Debt (percentage of GDP)
and Debt Service (percentage of exports of goods and services)
■ Debt/GDP
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and gold, and thus remains vulnerable to external terms
of trade shocks. As a result exports are projected to
remain flat in 2007 and 2008, with the current account
deficit remaining high.
In spite of the recent deficits on the current account,
Ghana’s overall balance of payments has been in surplus,
driven primarily by payments on the capital account.
In 2006, the surplus on the balance of payments rose
to $155 million from $110.0 million in 2005. This
significant injection to the capital account came largely
from private capital inflows. Ghana’s international
reserves position stood at $1.65 billion in October
2006, which translated into 3.3 months of import
cover for 2005.

292

Ghana’s total external debt at end-2005 stood at
$6.3 billion, representing about 59 per cent of GDP,
with a debt service ratio of 6 per cent. The composition
of debt remained largely unchanged in 2006, with
approximately 63 per cent of the debt owed to
multilateral creditors, 29 per cent owed to bilateral
creditors, and the remaining 8 per cent representing
commercial debt. The total debt was reduced by two
thirds to $2.1 billion at end-September 2006, under
the Multilateral Debt Relief Initiative (MDRI) of the
IMF, World Bank and the African Development Bank.
This debt burden fell to a low 13 per cent of GDP in
2006 with a debt service ratio of only 2 per cent.

Structural Issues
Recent Developments
Ghana’s current structural reforms put emphasis
on improving public services and promoting private
sector development. Under the GPRS II, private sector
development is a key strategy for accelerated growth,
and improving the business environment is seen as a
crucial cornerstone to this.
Ghana’s recent efforts at improving its business
environment has begun to yield positive results as the
country’s aggregate rank listed in the 2006 World Bank
Doing Business Report was 94th out of 175 countries,
compared to last year’s rank of 102nd. In addition,
African Economic Outlook

Ghana was rated among the top ten reformers in
facilitating business. The government is enhancing this
progress by pursuing the development of a national
index that tracks the costs and burdens of doing business,
as well as improving the process of reform itself, by
including more stakeholders in order to obtain useful
inputs and to build consensus and ownership.
The government has also for some time now been
developing a Regulatory Impact Assessment tool to
analyse the costs and benefits of new policies and
regulations. In 2007, the Regulatory Impact Assessment
tool will be formalised and implemented.
Further to this, the implementation of the Private
Sector Development Strategy is continuing with the
establishment of Client Service Units to enhance the
delivery of public services under the Public Sector Reform
Programme. Other activities being pursued under the
strategy include the establishment of a one–stop–shop
to fast-track the registration of investments.
The government has reinvigorated its stalled
privatisation programme and is restructuring some
of the state enterprises as a first step towards
divestiture. As part of this process, relevant stateowned enterprises (SOEs) have been given full
commercial mandates and autonomy to borrow from
local and international capital markets. In 2006 the
government began a review of the mandate of the State
Enterprises Commission to realign its functions
within this new framework.
Ghana’s recent financial sector reforms have put in
place much of the necessary payments system
infrastructure for the development of efficient financial
markets. The government is pursuing structural changes
that will help to maintain the health and stability of
the financial system and improve the transmission
mechanism of monetary policy. To this effect, various
measures were submitted to Parliament in 2006. These
include the Foreign Exchange Bill, the Credit Reporting
Bill, the Central Depository System Bill, and the AntiMoney Laundering Bill. The Foreign Exchange Bill
institutionalises the current liberal external trade and
payment regime, and removes the documentation and
© AfDB/OECD 2007
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bureaucratic requirements associated with exchange
controls. The Credit Reporting Bill provides for a
registry to increase information on the creditworthiness
of potential borrowers. The Central Depository System
Bill ensures the certainty and safety of titles to equities
and government debt instruments and can thereby
help foster the development of the stock market. The
Anti-Money Laundering Bill protects the integrity of
the financial system from criminal abuse.
The government has sought to foster the
development of the local bond and stock markets.
Recent measures include the listing of medium-term
government securities, the establishment of a central
securities depository, the automation of the Ghana
Stock Exchange, and the commitment to use the
Ghana Stock Exchange as the preferred medium for
the divestiture of state-owned enterprises. While
private sector companies have increasingly been using
the capital market to fund their long-term
investments, there has been a noticeable absence of
public sector institutions. Accordingly, in 2007, the
government is putting significant resources into
preparing key public sector institutions, such as the
utilities, universities and municipal and district
assemblies, to meet their long-term funding needs
from the domestic capital market.
Access to Drinking Water and Sanitation
Ghana is fairly well-endowed with water resources.
There is more than enough surface water nationally to
meet the estimated national demand of about
321 million m3. The Volta lake system drains about
70 per cent of the total land area of Ghana, with the
Volta River flowing directly into the sea. The Volta
Lake – the largest man-made lake in the world – covers
approximately 8 482 square kilometres. The southwest
and southeast parts of the country, which fall outside
the Volta drainage basin, are drained by many large rivers
and streams that also flow directly into the sea. These
rivers are used for drinking water, fishing, agricultural
and industrial purposes. The Volta river basin is shared
with Cote d’Ivoire, Burkina Faso, Mali, Togo and
Benin, while the basins of the big rivers Bia and Tano
are shared with Cote d’Ivoire. While the Volta runs
© AfDB/OECD 2007

through several countries, there is presently no
mechanism for co-operation to jointly develop the
river. Ghana has recently made a call for a joint
commission to manage the basin for sustainable and
equitable development.
The production and delivery of water and sanitation
in Ghana has largely been the government’s
responsibility. The Ghana Water Company Limited
(GWCL) is the lead agency for developing, operating,
monitoring and regulating water and sanitation. The
private sector’s role is largely confined to the design and
construction of water supply systems. It also participates
in water vending, which involves private water tanker
operators selling water. To ensure efficiency and public
accountability in the water sector, several regulatory
institutions have also been set up. These include the
Public Utility Regulatory Commission (PURC) that
regulates tariffs and water supply operational
performance; the Water Resource Commission (WRC),
which is responsible for the regulation and management
of water resources; the Ghana Standard Board, which
is responsible for the development of drinking water
standards; the Environmental Protection Agency that
deals with environmental regulation of water supply
operations; the Ghana Water Company Limited which
has ownership of urban water supply assets, monitoring
of water supply operations and development, and
expansion of urban water supply systems; and the
Community Water and Sanitation Agency, which is
responsible for the facilitation of community water
and sanitation services through District Assemblies.
In Ghana, lack of access to clean water and
sanitation systems is a central public health concern,
contributing to 70 per cent of diseases in Ghana.
There is substantial variation in access to clean,
affordable water and sanitation, depending on income,
between rural and urban areas, and across regions in
Ghana. According to the Ghana Water Sector
Restructuring Secretariat (WSRS), in 2005 only 46 per
cent of the total population had access to piped water.
The figure falls to 22 per cent for those classified as
poor. Uninterrupted access to treated and piped water
is only significant in some urban areas. Average urban
access is 46 per cent, while in rural areas only 35 per
African Economic Outlook
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cent of the population have access. Access to proper
sanitation is equally dismal. Again according to the
WSRS, the percentage of the population with access
to improved sanitation facilities is approximately 40 per
cent in urban areas and 35 per cent in rural areas. To
meet the Millennium Development Goals, water
supply coverage for the urban areas will have to be
increased to 88 per cent and sanitation coverage must
be increased to 80 per cent.
Households without access to clean water use a
variety of less reliable and hygienic sources, and often
pay more. Pollution is the most serious threat the
sustainability of water resources. The rising demand for
water resulting from the expansion of the chemical, oil,
mining, and other water-consuming industries, along
with urban growth and farming, threatens to outpace
the available supply.
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The main constraint to the improvement of water
access and sanitation in Ghana is lack of financial
resources. The investments required for an adequate
water supply and sanitation infrastructure are estimated
at $1.3 billion for the rehabilitation and expansion of
urban water infrastructure alone. As a result of
inadequate funding, maintenance and expansion of
water and sanitation services has not kept pace with
population growth. Most of the existing network was
installed at the time when cities and towns were
approximately half their current population sizes.
According to GWSC estimates, almost a third of water
supply systems in the country are non-functional,
with the rest operating substantially below designed
capacity. Other constraints to improving water and
sanitation include inadequate tariffs to ensure full
cost-recovery, especially in rural areas, lack of coordination and supervision of donor and NGO
activities and lack of community participation in local
water and sanitation projects.
The government now appears to be tackling some
of the major constraints to improving the water supply
and sanitation situation. Since 2003 the government
has phased out the subsidisation of water services and
has initiated moves towards full cost-recovery. A Public
Utility Regulatory Commission (PURC) has been
African Economic Outlook

established to formulate appropriate pricing
mechanisms. The government has also developed a
proposal for private sector participation (PSP) in the
production and delivery of water and sanitation. The
PSP proposal intends to lease the 74 urban water
systems across the country to two private water
companies, with an expected injection of approximately
$140 million for rehabilitation, renewal and
improvement of the water systems. The proposal has
been criticised, however, for separating water delivery
from sanitation services. Moreover, considerable public
resistance has been demonstrated against what is
considered the inappropriate privatisation of water;
consequently, the government has not been able to
make any headway with this proposal.
The government is also shifting responsibility for
maintenance and operation of both urban and rural
water supply to the respective communities. To this
end, Community Water and Sanitation Boards have
been established in towns, and Sanitation Committees
have been set up in rural areas. Under this new
arrangement, most issues that were previously
managed from centralised departments in Accra, or
through regional offices, are now being devolved to
the districts. A Community Water and Sanitation
Agency (CWSA) has also been created to assist the
communities in the development, operations and
maintenance of water systems. Under the Community
Managed Systems (CMS), towns and villages will
own and manage the water and sanitation systems,
set their own rates and maintain their water systems
with assistance from the CWSA.
In recent times, donors and non-governmental
organisations (NGOs) have also been instrumental in
financing the production and delivery of water and
sanitation services in Ghana, especially in the rural
communities. The main actors in water-financing
include the World Bank, which, over the two decades
up to 2000, invested $152.4 million in improving
Ghana’s urban water supply infrastructure. The
government must ensure that such investments yield
the desired results in raising the operational efficiency
and performance of water and sanitation delivery
systems in the country.
© AfDB/OECD 2007
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Political Context and Human
Resources Development
Ghana remains a rare example of a maturing
democratic culture in West Africa, where many countries
have experienced civil wars, coups or sustained incumbent
rule. The government has continued to promote
democracy and good governance. One of the major
indications of determination to pursue good governance
has been its unreserved commitment to the African Peer
Review Mechanism (APRM). Ghana reached the ultimate
milestone of her APRM aspirations when President
Kufuor became the first Head of State in Africa to be
peer-reviewed by his colleagues at the 4th Summit of the
APR Forum in Khartoum, Sudan in January, 2006.
Nonetheless, substantial governance problems
remain. Although Transparency International rates
Ghana as one of the least corrupt countries in Africa,
the corruption perception rating has slipped back to
levels last seen when the Kufuor Administration came
to office in 2000. In particular, increasing
decentralisation in service delivery has helped to create
additional opportunities for corruption. The political
pressures related to the upcoming 2008 parliamentary
and presidential elections are also giving rise to fears
that the government’s commitment to improving
governance could slip. It is becoming increasingly clear
to observers that aspirants to the Presidency are utilising
any means, including corrupt ones, to gain advantage.
The problem for the government is how to check the
many aspirants from the ruling party who wish to
succeed President Kufuor in 2008.
Ghana’s consistent growth of approximately 5 per
cent per annum over the last 15 years has resulted in
one of the fastest rates of poverty reduction in Africa.
Acute poverty – income of less than $1 a day – has fallen
from about 51 per cent in the early 1990s to 35 per
cent in 2006. Most poverty is still rural, although the
figures available indicate a slight increase in urban
areas, from 8 to 9 per cent in 2006. Relentless
urbanisation is shifting the pattern of poverty, with
youth facing the most difficulty, as Ghana struggles to
create formal sector jobs and provide services for the
growing urban population.
© AfDB/OECD 2007

An increasing rate of unemployment and
underemployment has been a feature of the labour
market in Ghana in recent times. It is essentially a
reflection of the low labour absorption capacity of the
economy and lack of relevant skills of the majority of
the workforce. The slow growth of formal sector
employment is also due to the combination of the
shrinking role of government in economic activity
along with the disappointingly slow growth of the
formal private sector. Indeed, the failure of GDP to grow
strongly enough and to be sufficiently labour-intensive
to absorb the increasing labour force, which has almost
doubled since 1984, has been the main cause of
unemployment. Overall unemployment is estimated
at 18.4 per cent as of 2006. The rate among youth is
relatively high at 20 per cent (17 per cent for males,
23 per cent for females) as is the rate in urban areas.
There has also recently been growing unemployment
among polytechnic and university graduates. The lack
of employable skills is cited as the main reason behind
the inability of graduates to secure jobs, and this is a
real tragedy given the overall scarcity of human capital
in Ghana. The rate of underemployment is equally
high at 16 per cent, with very little difference between
male and female rates. The growing incidence of
joblessness and informality in the labour market requires
a strong effort from policy-makers to promote
appropriate skills development and adopt employmentfriendly economic policies.
Government objectives on health matters under
the GPRS II continue to be the bridging of equity
gaps in access to quality healthcare and nutrition
services, ensuring sustainable financing arrangements
that protect the poor, improving health infrastructure,
and enhancing efficiency in service delivery. Government
efforts to improve healthcare delivery appear to have
improved both access to healthcare facilities and the
actual quality of care.
Malaria remains the main cause of mortality and
morbidity in Ghana, accounting for about 21 per cent
of the under-5 mortality rate and 40 per cent of
outpatient morbidity. The government appears to be
tackling this problem by making efforts to reduce the
African Economic Outlook
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burden of malaria. It launched a new Malaria Drug
Policy in 2005 and, under its Intermittent Prevention
Treatment strategy for malaria, adopted the new
amodiaquine-artesunate drugs combination for
prevention and treatment. In 2006 the Ghana Health
Service changed the recommended dosage of this drug
for malaria, following controversy over side effects. In
2006 the government also scaled-up Insecticide Treated
Nets (ITNs) distribution across the country. Over
5 million ITNs were procured for distribution and ITN
utilisation increased by 32.7 per cent for pregnant
women and 31.0 per cent for children aged under-five.
In 2006, the government achieved its target of
reducing the prevalence rate of HIV/AIDS to 3.1 per
cent; the recorded prevalence rate was 2.7 per cent, as
more Anti-Retroviral Therapy (ART) sites became
operational. By end-2006 the government had a twoyear stock of Anti-Retroviral Drugs.
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Nonetheless, the exodus of doctors and other health
service personnel continues to be a problem for health
service delivery. Available data indicate that between
1999 and 2005 around 50 per cent of doctors trained
in Ghana left the service. The government has used
incentives to try to stem this tide without much success.
Incentives include the distribution of saloon cars to
doctors working in deprived areas and enhanced salaries
and pensions.
The government is seeking to increase access to
education, improve the quality of education, and raise
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gender parity in schools. In its Education Strategic
Plan, the government is providing free and compulsory
basic education, defined as primary school and Junior
Secondary School (JSS). The government’s objective
is to achieve Universal Primary education by 2015 and
gender parity in primary school by 2008.
The extension of the Capitation Grant Scheme in
2005, which covers fees and levies for such items as
cultural activities, sports and school development to all
basic public schools, has boosted enrolment rates. As
a result of these initiatives, enrolment at basic level
increased by 16 per cent and gross enrolment rates at
primary level grew from 87.5 per cent in 2004/05 to
92.1 per cent in 2005/06. In addition, the Gender
Parity Index, by which the government measures gender
parity in primary schools, also grew from 0.93 in
2004/05 to 0.95 in 2005/06.
In order to ensure equity in the supply of teachers,
and to improve the quality of teaching and learning at
all levels throughout the country, an effort was made
to deploy more teachers to the three regions in the
North, thereby reducing the wide regional disparities
in pupil/teacher ratios. Meanwhile the Ministry of
Education also continued to attract teachers to remote
areas by providing incentive packages including bicycles,
radios, accelerated promotion and access to training.
As an interim measure, the upgrading of untrained
teachers continued. In 2006, 5 689 untrained teachers
completed the first phase of the Untrained Teacher
Training Programme.
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