
 

 

AFRICAN DEVELOPMENT FUND  

 

 

 
 

 

 

GHANA 

 

 

 

THE PUBLIC FINANCIAL MANAGEMENT AND PRIVATE SECTOR 

COMPETITIVENESS SUPPORT PROGRAMME PHASE II  

(PFMPSCSP II) 

 
 

 

 
 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

OSGE/GECL DEPARTMENTS  

 
 

 

 

 

 

 

 

 

 

 

 

 

December 2016 

P
u

b
li

c 
D

is
cl

o
su

re
 A

u
th

o
ri

ze
d

  
  

  
  

  
  

  
  
  

  
  
  

  
  
  

  
  
  

  
  
  

  
  
  

  
  

  
  

  
  
  

 P
u

b
li

c 
D

is
cl

o
su

re
 A

u
th

o
ri

ze
d

  



 

 

TABLE OF CONTENTS 
 

CURRENCY EQUIVALENTS ................................................................................................. i 

FISCAL YEAR .......................................................................................................................... i 

ACRONYMS AND ABBREVIATIONS ................................................................................. ii 

PROGRAMME INFORMATION ........................................................................................... iii 

LOAN INFORMATION ......................................................................................................... iii 

EXECUTIVE SUMMARY ..................................................................................................... iv 

RESULTS BASED LOGICAL FRAMEWORK....................................................................... v 

I INTRODUCTION ................................................................................................................ 1 

II UPDATE ON COUNTRY ELIGIBIITY ............................................................................ 2 

III YEAR 2016 PROGRAM ................................................................................................... 5 

3.1 Programme Goal and Purpose .......................................................................................... 5 

3.2 Programme Components .................................................................................................. 6 

3.3 Programme Outputs and Expected Results ...................................................................... 7 

3.4 Progress on Prior Actions Outlined in the Previous Operation ........................................ 9 

3.5 Policy Dialogue .............................................................................................................. 11 

3.6 Loan Conditions ............................................................................................................. 11 

IV OPERATION IMPLEMENTATION .............................................................................. 13 

4.1 Beneficiaries of the Program .......................................................................................... 13 

4.2 Implementation, Monitoring and Evaluation ................................................................. 13 

4.3 Financial Management and Disbursement & Reporting Arrangements ........................ 14 

4.4 Procurement ................................................................................................................... 14 

V LEGAL DOCUMENTATION AND AUTHORITY ........................................................ 15 

VI RISKS MANAGEMENT ................................................................................................ 15 

VII RECOMMENDATION .................................................................................................. 16 
 

List of Tables  

Table 1 : Key Macroeconomic Indicators 

Table 2 : Progress on Triggers from the Log Frame 

Table 3 : PFMPSCSP I: Summary of Progress on the Prior Actions 

Table 4 

Table 5 

Table 6 

: Prior Actions for the 2016 Program 

: Financing Requirements and Sources: 2016-2018 

: Risks and Mitigation Measures 

Annexes 

Annexe I : Government Letter of Development Policy 

Annexe II : Operation Policy Matrix 

 



 

 

 
i 

CURRENCY EQUIVALENTS 

 
As of November 2016 

 

1 UA  =   55,434.59 GHc 

1 UA   =  1.37 USD 

1 UA  = 1.26 Euro 

 

 

FISCAL YEAR 

 

January 1 to December 31 

 

 

  



 

 

 
ii 

ACRONYMS AND ABBREVIATION 

 

ADF African Development Fund PBO Program-Based Operation 

AG Auditor General PFM Public Financial Management 

BOG Bank of Ghana PFMPSCSP 

Public Financial Management and Public Sector 

Competitiveness Support Project 

CAR Commitment at Risk PFMRS Public Financial Management Reform Strategy 

CF Consolidated Fund SME Small and Medium Enterprise 

CFRA Country Fiduciary Risk Assessment SOE State-Owned Enterprise 

CSP Country Strategy Paper WAMZ West African Monetary Zone 

CPIA Country Policy and Institutional Assessment WDI World Development Indicators 

DP Development Partners   

DPC  Development Policy Credit   

DSA Debt Sustainability Analysis   

ECF Extended Credit Facility   

FDI Foreign Direct Investment   

GAX Ghana Alternative Stock Exchange   

GBS General Budget Support   

GCI Global Competitiveness Index   

GDP Gross Domestic Product   

GHFO Ghana Field Office   

GIFMS 

Government Integrated Financial Management 

Information System   

GOG Government of Ghana   

GSGDA Ghana Shared Growth and Development Agenda   

GSE Ghana Stock Exchange   

ICF Investment Climate Facility   

IFMIS Integrated Financial Management System   

MDA Ministries, Departments and Agencies   

MDBS Multi-Donor Budget Support    

MDGs Millennium Development Goals   

MDRI Multilateral Debt Relief Initiative    

MoF Ministry of Finance    

MOTI Ministry of Trade and Industry   

MTDMS Medium Term Debt Management Strategy   

MTFF Medium Term Expenditure Framework   

MTFF Medium Term Fiscal Framework   

MTO Medium Tax Office   

MTR Medium Term Review   

P2P Procure to Pay   

PAF Performance Assessment Framework   

PAR Project Appraisal Report   

 

  



 

 

 
iii 

PROGRAMME INFORMATION 

 

 

INSTRUMENT    GENERAL BUDGET SUPPORT 

 

PBO DESIGN TYPE   PROGRAMMATIC OPERATION 

 

 

LOAN INFORMATION 

Client’s information 

 

BORROWER     REPUBLIC OF GHANA 

 

EXECUTING AGENCY   MINISTRY OF FINANCE (MOF) 

 

Financing plan for 2016  

 

Source Amount (2016) 

ADF Loan UA 35.0 million 

WORLD BANK UA 106.6 million 

TOTAL COST UA 141.6 million 

 

ADF key financing information 

 

Loan currency Unit of Account (UA) 

Maturity 30 years 

Amortization Rate 4% 

Interest Rate 1% per annum 

Service Charge 75 bps 

Commitment Fee 50 bps 

Grace Period 60 months 

Concessionality Rate  35% 

 

 

Timeframe - Main stepping stones (expected) 

 

Original Program Approval  

 

November 2015 

Phase II Approval November 2016 

Phase II Disbursement November 2016 

Completion December 2017 



 

 

 
iv 

EXECUTIVE SUMMARY FOR THE SECOND OF A MULTI-YEAR PROGRAMME 

 
2016 Programme 

Overview 

Program name:  Ghana Public Financial Management and Private Sector Competiveness Support Programme 

Phase II (PFMPSCSP II). This operation is the second in a programmatic series of two consecutive general 

budget support (GBS) operations, covering the years 2015-2016.  

Program Goal and Objective: In line with the original programme, approved by the Board of Directors in 

2015, the goal of PFMPSCSP II is to support the Government of Ghana (GOG) in the implementation of its 

medium-term development agenda, aimed at fostering inclusive economic growth. Specifically, it will 

strengthen fiscal consolidation, deepen public financial management (PFM) reforms, and enhance private sector 

competitiveness through improved access to electricity and long term finance.   

Expected Outputs in 2016: The key outputs of the Programme are (i) expanded tax base and rationalized 

expenditure system; (ii) improved budget credibility and transparency; and (iii) Enhanced viability and 

efficiency of the power sector, as well as increased SME access to finance. 

Program Cost: The Bank has committed a total of UA 75 million to the programme, UA 40 million was 

disbursed in 2015; UA 35 million will be disbursed in 2016.  

Country Context 

Overview 

 

The forthcoming national elections, in December 2016, presents the country with an opportunity to underline 

its relatively strong democratic performance, but also comes with some challenges, given the current highly 

competitive nature of the elections. However, this is mitigated by the fact that the country is not historically 

prone to widespread political upheaval. This is crucial for policy continuity as well as for consolidating the 

country’s democratic dividend, while also supporting economic growth in the face of unfavourable external 

environment. Government is committed to prudent fiscal stance and to further tighten its fiscal consolidation 

programme, despite 2016 being an election year; and would ensure that the past election-related cycle of 

spending would not occur. 

Lessons Learned Main lessons learnt from PFMPSCSP I include the: (i) importance of a platform for policy dialogue between 

GOG and DPs to exchange views on the implementation of the reform agenda; (ii) need for close coordination 

among DPs to deliver a common message on critical reforms to be undertaken; and (iii) the importance of 

anchoring fiscal consolidation program on structural PFM reforms to address structural causes of fiscal 

imbalances. In the absence of an active coordinated Policy Dialogue Framework, the PFMPSCSP II is being 

closely coordinated with the on-going IMF-Extended Credit Facility (ECF) and the Phase II of the World Bank 

Budget support operation, which was jointly appraised with the PFMPSCSP II. 

Conditions for 

Continuous 

Support 

Ghana has recorded a relatively substantial economic growth (3.9%) since the approval of PFMPSCSP I, amidst 

the burst of the commodity super cycle bubble. This performance has provided a strong basis, and appropriate 

conditions, for continuous support to sustain the momentum in the implementation of its reform agenda. The 

PFMPSCSP II is conditioned on the completion of a number of policy actions that were set out as triggers in 

the original project appraisal report (PAR). These reform actions were in a number of different policy areas, 

including tax revenue mobilization, expenditure control, debt management, PFM, public procurement, power 

sector regulation, and access to long term to finance.  

Policy Dialogue The Bank is strongly committed to continuous policy dialogue with the GOG in order to maximize the impact 

of its interventions. In relation to this operation, policy dialogue will focus on deepening PFM reforms to 

support fiscal consolidation. In particular, dialogue will cover issues of enhancing the credibility of the 

budget, ensuring transparency, accountability and value-for-money in the use of public finds, and combating 

corruption. In addition to PFM issues, policy dialogue will also focus on main constraints to economic 

growth, notably the reliable supply of electricity and access to long term finance.  

 

  



 

 

 
v 

RESULTS BASED LOGICAL FRAMEWORK 

Country and project name: Ghana: Public Financial Management and Private Sector Competitiveness Support Programme, Phase II (PFMPSCSP II)   

Purpose of the project :  To restore macroeconomic stability through fiscal consolidation as a solid foundation for an inclusive and resilient economic growth  

RESULTS CHAIN 
PERFORMANCE INDICATORS 

MOV 
RISKS/MITIGATION 

MEASURES Indicator (including CSI*) Baseline Target 

IM
P

A
 

Inclusive and resilient economic 

growth  

Real GDP growth 4.0% (2014)  7.5% (2017) 

IMF, MoF,  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Risks #1: Fiscal and 

external imbalances, 
complicated by a slowing 

economy and declining 

commodity prices. 

Approaching the 

elections due in late 

2016 may increase 
spending pressures and 

the likelihood of policy 

inconsistency/reversal in 
fiscal consolidation 

efforts. High social 

expectations on job 
creation due to expected 

increased oil production 

and revenue. 
  

Mitigations: A close 

economic monitoring and 
coordination will be 

conducted by the Bank, 

IMF, and World Bank 
and other DPs. The 

ongoing Bank operation, 

IMF’s sponsored 
program and World 

Bank’s budget support, 

are improving GOG’s 
policy credibility, 

commitment to fiscal 

reforms and access to 
external financing.    

Improved diversification 

of sources of growth and 
export resulting from 

improved 

competitiveness will 

Employment to active 

population ratio 

Female: 65% 
Male: 67% 

(2013) 

Female: 68% 
Male: 69% 

(2017)  

 

Outcome 1 

Fiscal consolidation enhanced 

Revenue/GDP ratio 18.4% (2014) 19.2% (2017), 20.0% (2018) IMF/MoF 

Expenditure/GDP ratio 28.5% (2014) 22.7% (2017), 21.7% (2018) 

Overall fiscal balance/GDP -10.1% (2014) -3.5% (2017), -3.0% (2018) 

Wage bill 57% of total 

non-interest 

recurrent 
expenditures 

52% (2017) and 48% (2018) 

MoF 

O
U

T
C

O
M

E
S

 

Outcome 2 

Public financial management 

strengthened  

Aggregate expenditure outturn 

compared to original approved 

budget 

35.1%  
(PEFA 2013) 

< 30% (2017) and 25% (2018) 

MoF 

Multi-year perspective in 
fiscal planning, expenditure 

policy and budgeting 

Elements of 
MTFF and 

MTEF in place 

but not enforced 
(2013) 

Pilot integration (and extended 
to key MDA) of MTFF and 

MTEF with Hyperion Budget 

Preparation System launched 
(2017, 2018) 

MoF 

Outcome 3  
Competitiveness of the private sector 

enhanced 

Global Competitiveness Index 

– rank 

119th out of 144 

(2015) 
115th (2017) and 110th (2018) 

WEF (World 
Economic 

Forum) 

Quality of electricity supply 127th out of 144 

(2015) 

110th (105th) out 148 or gain at 

least 10 places (2017, 2018) 

WEF  

Inflation, annual % change    136th out of 144 
(2015) 

93rd (90th) out of 148 or gain at 
least 10 places (2017, 2018) 

WEF 

O
U

P
U

T
S

 

1. Strengthening Fiscal Consolidation 

1.1 Tax base expanded and efficiency 

in revenue collection improved 

Deployment of the Total 

Revenue Integrated Processing 

System (TRIPS)  

Four (4) offices 

are currently 

covered by 
TRIPS 

12 offices covered by TRIPS 16 

(2017) 

MoF 

1.2 Commitment controls and 
monitoring of  expenditure arrears 

strengthened  

Extending GIFMIS coverage 
to the management of 

Internally Generated Funds 

(IGFs) and Statutory Funds 
(SFs). 

No IGFs out 57 
have been 

covered; Two 

of six SFs is 
covered 

Seven IGFs are covered in 
2016, all the 57 IGFs and 6 SFs 

covered (2018) 

MoF 

1.3 Debt management improved 

 

Implementation of on-lending 

Policy in line with the Debt 

Strategy. 

On-lending 

Policy approved 

as part of the 
MTDMS 

Implementation of the 2016-18 

Medium-Term Debt 

Management Strategy (2017) 

MoF 

1.4 Fiscal risk of the payroll on budget 

reduced 

 

Implementing HR (cleaning 

up) Audit recommendations 

HR Audit 

reports being 

conducted in 4 
regions  

 HR Audit recommendations 

implemented 

MoF 

Integrating Payroll to GIFMIS 

financials; GIFMIS HRMIS 

and GIFMIS Hyperion, to 
permit exercising budgetary 

control on payroll. 

Separate payroll 

and GIFMIS 

systems in 
place.   

Payroll, GIFMIS financials; 

GIFMIS HRMIS and GIFMIS 

Hyperion are integrated (2016) 

MoF 

Weaning off of 9 agencies 

from government payroll 

3 public 

agencies  

weaned off 

12 public agencies removed 

from government payroll (2017) 

MoF 

Component II: Deepening the PFM Reforms 

2.1 Budget Credibility enhanced Implementation of ex-ante 
control system by extending 

GIFMIS coverage to all 

MDAs 

GIFMIS 
coverage to all 

MDAs 

Implementation of ex-ante 
control system by extending 

GIFMIS coverage to all MDAs 

(2018) 

MoF 

2.2 Value for Money through improved 
procurement system 

Submission of the 
Procurement Regulation to 

Parliament  

Lack of clear 
laydown 

procedures for 

contract 
management 

The draft Procurement 
Regulation by Cabinet and 

submission to Parliament 

(2017) 

MoF 

Dissemination of the contract 
management manual to 

stakeholders 

The contract management 
manual is enforced (December 

2016) 



 

 

 
vi 

2.3 Budget Transparency and 
Accountability improved 

Production of an annual 
Citizen Budget in local 

languages 

Citizen Budget 
available in 

English 

Annual Citizen Budget in local 
languages published (2017) 

MoF stimulate job creation and 
poverty alleviation.   

 

Risks #2: Despite better 

global governance 

indicators, perceived 

corruption said to be 
high; and with the 

expected increase in the 

oil sector contribution to 
GDP, there is a concern 

that this may create 

further rent-seeking ; 
weak implementation 

capacity for reforms.  

 

Mitigations: 
Commitment to anti-

corruption initiatives is 
high on the agenda by the 

government; Donors’ 

interest and commitment 
to support Ghana in 

strengthening 
institutional capacity, 

including the adoption of 

the National Anti-
Corruption Action Plan, 

and continued dialogue is 

high. 
 

Risks #3: 

Implementation capacity 
of reforms remains weak  

 

Mitigations: Support to 
capacity building 

activities and PFM 

related institutions 
through the Bank’s GISP 

is being deployed; For 

the fiduciary risk, 
credible budget reforms 

are being implemented. 

The GISP also 

strengthens the capacity 

of the audit, which will 

itself mitigate the 
fiduciary risk within a 

medium term timeframe. 

Moreover, GISP provides 
support to the strength 

Parliament oversight of 

the budget through the 
establishment of a budget 

office 

III. Enhancing Efficiency and Competitiveness of Private Sector 

3.1 Efficiency and viability of the 

power sector enhanced 

Adoption  of the  prioritized 

Cash Water Fall arrangement 
for electricity revenue sharing 

among power sector SOEs 
The Cash Water 

Fall Policy 
prepared in 

August 2015  

Implementation of the  

prioritized Cash Water Fall 
arrangement for electricity 

revenue sharing among power 

sector SOEs (2017) 

Bank of 

Ghana 
(BoG) and 

MoP 

Ministry of 

Power 
(MoP) 

MoP 

3.2 SME access to long-term finance, 
including women-owned SMEs 

improved 

Listing at least 8 SME on the 
Alternative Stock Exchange 

(GAX) 

Alternative 
Stock Exchange 

for SMEs 

established and 
5 SME listed 

through the 

Bank ISP. 

A total of 8 SME on the 
Alternative Stock Exchange are 

listed on the GAX (2017) 

ISP 
supervision 

reports 

 

Funding: ADF Loan  = UA 75 million or USD 98.4 million (UA 40 and UA 35 million in 2015 and  2016, respectively); Other donors’ financing UA 430.7, about USD 

600 million  
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REPORT AND RECOMMENDATION BY MANAGEMENT TO THE BOARD OF 

DIRECTORS ON A PROPOSED LOAN TO GHANA FOR THE PUBLIC FINANCIAL 

MANAGEMENT AND PRIVATE SECTOR COMPETITIVENESS SUPPORT 

PROGRAMME PHASE II (PFMPSCSP II)  

 

I INTRODUCTION: THE PROPOSAL 

1.1 Management submits this report and recommendation for an ADF loan of thirty-

five million Units of Account (UA 35 million) to the Republic of Ghana to finance the second 

phase of the Public Financial Management and Private Sector Competitiveness Support 

Programme (PFMPSCSP II). The PFMPSCSP was designed as a programmatic series of two 

consecutive general budget support (GBS) operations over the period 2015 – 2016 to support 

inclusive and sustainable growth in the country through providing financing incentive for the 

required reforms. This will allow for the strengthening of fiscal consolidation, deepening of PFM 

reforms, and improving the efficiency and competitiveness of the private sector. Like the first 

operation, PFMPSCSP II will be a single tranche. Consistent with the Bank’s Policy on Program-

Based Operations (PBOs), the disbursement of the proceeds of the first phase in the 

programmatic series (UA40.00 million) was effected against the achievement of a set of prior 

actions for 2015. In addition, the PFMPSCSP included indicative triggers for the second phase 

(PFMPSCSP II) in 2016, thereby providing predictable financing for the Government of Ghana 

(GOG) and supporting a medium-term reform platform for policy dialogue.  

 

1.2 The proposed PFMPSCSP II is closely aligned with the country’s Medium Term 

National Development Policy Framework, the “Ghana Shared Growth and Development 

Agenda” (GSGDA) II, 2014 - 2017. The operation is built around three inter-related components: 

(i) Strengthening fiscal consolidation; (ii) Deepening PFM reforms; and (iii) Enhancing 

efficiency and competitiveness of the private sector. PFM reforms will strengthen fiscal 

consolidation in the medium to long term, while all three components will support enhancing the 

enabling business environment for efficiency and competitiveness of the private sector. The 

proposed operation will build on the achievements of PFMPSCSP I that have contributed to keep 

fiscal consolidation on track and introduction of key structural PFM reforms. It will complement 

the IMF three-year Extended Credit Facility (ECF) for Ghana of SDR 664.20 million (or about 

US$916 million) approved in April 2015 and the World Bank’s programmatic Development 

Policy Credit (DPC) of US$450 million for 2015-2017, approved in June 2015.  

 

1.3  In addition, the PFMPSCSP II is also closely aligned to the operational priorities of 

the Bank’s Ten-Year Strategy (TYS), 2013-2022; High-Five institutional priorities; and the 

strategic pillars of the Governance Framework and Action Plan, 2014-2018 (GAP II).  For 

the TYS, the alignment of the operation is with two priority areas namely governance and 

accountability (the fiscal consolidation and the PFM components of the operation), and private 

sector development (the component on enhancing the efficiency and competitiveness of the 

private sector through access to electricity and credit). For the Bank’s High-Five, the operation 

is consistent with Light up and Power Africa, Industrialize Africa, and Improve the Quality of 

Life of People of Africa. For GAP II, the operation is linked to the strategic pillars on public 

sector and economic management and Investment and business climate. Finally, PFMPSCSP II 

is also consistent with the Bank’s Private Sector Development Strategy, 2013-2017.   

 

1.4 In line with the original program approved by the Board in November 2015, the 

goal of PFMPSCSP II is to support the implementation of the government’s medium-term 

development agenda aimed at building a strong foundation for inclusive and self-reliant 

economic growth. The operational objective is to strengthen fiscal consolidation and PFM 

reforms in order to restore macroeconomic stability, and enhance private sector-led 
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competitiveness through improved access to electricity and SMEs’ access to finance. The 

operation will contribute to creating the fiscal space needed by the Government to implement 

reforms to restore macroeconomic stability. In addition, it will provide a buffer of financial flows 

during the reform period, in the face of recent revenue decline occasioned by falling commodity 

prices. This will contribute to facilitating smooth implementation of the government budget. 

 

II UPDATE ON COUNTRY ELIGIBIITY  

2.1  Country’s continued commitment to poverty reduction:  The government remains 

committed to poverty reduction, inclusive growth and protection of the poor and 

vulnerable groups as demonstrated by its continued implementation of GSGDA-II, 2014 – 

2017, which envisions a country that is stable, united, inclusive and prosperous, with 

opportunities for all.  The strategic thrust of the GSGDA II is to leverage Ghana’s natural 

resource endowments, agricultural potential, and human resource for accelerated economic 

growth and job creation. The thrust of the GSGDA II remains relevant and credible as it 

addresses poverty by emphasizing inclusive growth through harnessing the potentials of the 

country’s resource endowment and local value added.  

 

2.2  Continued political stability: Ghana has continued to build on its democratic 

credentials and has a relatively strong multi-party democracy, media pluralism and a 

vibrant civil society and strong public dialogue. The forthcoming national elections, in 

December 2016, presents the country with an opportunity to underline its relatively strong 

democratic performance, but also comes with some challenges, especially the current highly 

competitive nature of the elections. However, this is mitigated by the fact that the country is not 

historically prone to widespread political upheaval. Consequently, it is not expected that there 

will be any breakdown in the country’s political stability, nor is a significant change in economic 

policy direction expected, whatever the result of the election, since the economic ideologies of 

the two major parties are not significantly different. This is crucial for policy continuity as well 

as for consolidating the country’s democratic dividend, while also supporting economic growth 

in the face of unfavourable external environment. 

 

2.3  Macroeconomic and fiscal analysis: Although real GDP growth has weakened 

consistently from 8.0% in 2012 to an estimated 3.9% (4.1% non-oil GDP) in 2015, it is now 

projected to slightly fall to 3.2% (3.7% non-oil GDP) then significantly rebound to 7.5% in 

2016 and 2017 respectively, as electricity challenges are addressed and with the coming on 

stream of new gas wells in 2016 and 2017.  The weaker growth during the 2014-2015 period was 

driven mainly by the country’s implementation of adjustment programs to address the fiscal and 

external deficit, high public debt levels, the 3-year power crisis, and unpredictably low world 

market prices for the country’s oil and gold exports.  

 

2.4  The Bank of Ghana raised its policy rate on four occasions during 2015 from 21% 

to 26%, and maintained it at that level since then. In spite of this tight monetary policy stance, 

inflation rose from 16.4% in January to 17.7% in December, 2015; and stood at 18.4%, 16.7% 

and 16.9% in June, July, and August 2016, respectively, well above the Bank of Ghana’s 

medium-term target of 8±2%. It is however expected that, if the current tight monetary policy 

stance is maintained, coupled with ongoing efforts by government to rein in the fiscal deficit, 

inflation should start to ease gradually in 2017. In line with Government’s fiscal consolidation 

program, the budget deficit fell from 10.1% of GDP in 2014 to 6.1% of GDP in 2015. It is 

projected to fall further to 5.0% in 2016 and 3.6% in 2017, as Ghana consolidates its fiscal 
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programme, amid projected decreases in wages expenditure and interest payments over the next 

two years. This remarkable performance is explainable by actions being taken on both the 

revenue and expenditure sides. Total revenues and grants (19.2% of GDP in 2015) increased by 

over 28.5% between 2014 and 2015, and is projected to further increase by 26% in 2016. Total 

expenditure remained tightly controlled at 27.8% of GDP in 2015 (from 28.6% in 2014); it is 

projected to be reduced to 23.1% of GDP in 2016, with wages slightly falling to 8.9% of GDP 

from 9.7% in 2014 and interest payments declining to 6.6% of GDP from 7.2% as Government 

implements its debt management strategy of extending its yield curve. External current account 

deficit is projected at 6.7% of GDP in 2016; it was 7.5% of GDP in 2015, down from 9.6% in 

2014. International reserves is expected to cover 2.7 months of imports in 2016, increasing from 

2.5 months of imports in 2014 and 2015.  Table 1 presents Ghana’s macroeconomic indicators.   

 

 
 

2.5  Governments is committed to prudent fiscal policy:  Government signalled, through 

the 2016 budget, that it would further tighten its fiscal consolidation programme, despite 2016 

being an election year amidst the fall in world oil prices affecting the annual budget funding. 

Monetary and fiscal policies in 2015 and 2016 have been tightened as Government is 

implementing its fiscal consolidation program under an IMF Extended Credit Facility. Within 

the context of the program, Ghana has been able to successfully undertake three performance 

reviews.   

 

2.6  A key component of Government’s fiscal consolidation programme is aimed at 

cleaning the wage bill, and addressing demand pressures exacerbated mostly by wages and 

public debt servicing, which account for 85% of un-earmarked revenues. Government also 

established price adjustment mechanisms for utility tariffs and fully deregulated fuel prices with 

the objective of eliminating subsidies in these sectors. Government announced several tax 

initiatives in 2014, 2015, and 2016 to boost revenue, such as an imposition of 17.5% special 

2014 2015 2016 2017 2018 2019

Estimations 

Real GDP growth rate 4.0 3.9 3.2 7.5 8.4 6.9

Real GDP growth rate (non-oil) 4.0 4.1 3.7 4.5 5.0 5.5

Consumer price index (end of period) 15.5 17.7 12.4 8.2 6.0 6.0

Termes of trade -5.8 6.7 7.6 -5.9 -1.6 -0.3

Policy rate (in percent, end of period) 21.0 26.0 … … … …

Gvnt gross capital formation 5.7 5.1 3.8 3.4 3.5 3.7

Current account balance -9.6 -7.5 -6.7 -6.1 -5.1 -4.7

Taxes 15.8 16.4 17.8 16.5 16.1 16.6

Wage bill 9.7 9.5 8.9 7.9 7.9 7.9

Debt interest 6.2 7.2 6.6 5.6 5.3 4.5

Public debt 69.7 71.7 66.9 64.6 61.6 58.3

Fiscal balance (including grants) -10.1 -6.1 -5.0 -3.6 -3.0 -2.3

GDP per capita (amount in U.S. dollars) 1,473.0 1,402.0 1,551.0 1,638.0 1,752.0 1,859.0

Source: Ghanaian authorities and IMF staff estimates and projections, September 2016. NB* The Wage Bill includes

 all compensations of employees: wages and salaries, deferred wage payments, and social contributions.

Projections

(Annual percentage change)

(Percent of GDP, unless otherwise indicated) 

Table 1 - Ghana: Key Macroeconomic Indicators, 2014-2019
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petroleum, the VAT on fee-based financial services; the Common External Tariff (CET); 

extension of the National Fiscal Stabilization Levy of 5% and special import levy of 1-2 % to 

2017; increase in the withholding tax on Directors’ remuneration from 10 % to 20 %. Backed by 

the new tax measures and increased focus on revenue collection and efficiency, amidst reforms 

in tax administration- such as harmonizing the income tax VAT and customs laws.  

 

2.7  Government has signalled that the extension of the IMF program to 2017 after the 

election year is to ensure Ghana will maintain fiscal prudence despite its past elections cycle 

related over expenditure experience in 2004, 2008 and 2012. Government’s commitment to a 

prudent fiscal stance has been evident by its over performance with respect to the fiscal target 

under the IMF program; the fiscal deficit was reduced further by 1.4% of GDP as compared to 

the program target of 7.5 % in a quest to restore macroeconomic stability. On September 29, 

2016, the Board of the IMF satisfactorily approved the third review of the ECF (see Annex III). 

Earlier in September 2016, another sign of improving macroeconomic stability was the 

oversubscription (more than five times) of the Ghana’s fifth Eurobond of USD 750 million at 

7.25% yield and 5-year maturity1. The Eurobond proceeds (USD 400 million) will be used to 

refinance the nation’s first 10-year bond which matures in 2017 while the rest (USD 300 million) 

will finance capital projects.   

 

2.8 Ghana is rated as being at high risk of debt distress under the World Bank/IMF 

debt sustainability assessment undertaken in October 2016. However, GOG is implementing 

a new medium term (2016-2018) debt management strategy to minimize the cost and risk related 

to indebtedness. At 71.7% of GDP, Ghana’s debt/GDP ratio in 2015 was at its highest level since 

the early 2000s, the level has moderated slightly by May 2016 to around 67% of GDP. The high 

public debt restricts fiscal flexibility and raises concerns that even if budget deficit targets are 

being met, fiscal metrics in Ghana will remain weak. Currently, domestic debt accounts for 

43.6% of total public debt, while external debt accounts for 56.4%. Implementing Ghana’s debt 

management strategy is a key complement of fiscal policy. The strategy aims at reducing high 

interest payments and lengthening the maturity profile of the debt portfolio, by reducing the 

issuance of short term domestic debt. Under the IMF program, the debt limits are set for both 

concessional and non-concession borrowing currently at US$ 1.1750 billion for debt 

management purposes and US$ 1.0 billion for projects on cumulative bases from 2015. These 

elements of prudent debt management will contribute to maintaining public debt at sustainable 

levels in the medium-term. 

 

2.9 Fiduciary Risk Assessment: Bank’s assessment of Ghana’s fiduciary environment 

shows that the risk is substantial, but with a general positive trajectory in performance. Of 

significance is the steady and gradual roll out of Ghana Integrated Financial Management System 

(GIFMIS), which is helping to improve financial controls, information integrity and timeliness 

of reports (now covering all line ministries at central level, all regions, and being piloted in seven 

districts). Notable developments in capacity and coverage have also been recorded by the 

Auditor General (AG)’s office, which now conducts Value for Money (VfM) audits as a matter 

of course. The AG is also developing an Oil and Gas audit capacity, in addition to the normal 

audits of the Consolidated Fund. Key PFM reforms are being implemented to address remaining 

weaknesses relating to payroll and treasury management. Challenges continue to exist regarding 

                                                           
1 Ghana sold $1 billion of 15-year Eurobonds at 10.75 percent in October 2015.  
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weak commitment controls, with no link between the budget and treasury modules, and weak 

controls over internally generated funds. Internal audit also suffers from weak capacity, and most 

internal audit functions still focus on pre-audit and substantive testing, instead of systems 

enhancement and development of improved internal controls.  

 

2.10  The Government has developed a PFM Reform Strategy (PFMRS) to address these 

challenges. Legislation to address weaknesses in the existing PFM laws and regulations are also 

planned. With regards to budget and treasury management, Government plans to strengthen the 

Medium-Term Fiscal Framework and revenue forecasting models to enhance budget credibility, 

and introduce necessary controls at commitment level by implementing the Procure-to-Pay (P2P) 

module of GIFMIS. Expenditure composition is to be improved by harmonizing budget 

classification and the Chart of Accounts, linking MTEF and budget preparation through the 

Hyperion budget preparation module, and introducing strict rules to monitor accumulation of 

expenditure arrears. Transparency and accountability to citizens in budget execution are to be 

enhanced by publishing fiscal reports on schedule and Citizens’ budget extracts in key local 

languages.  

 

2.11  Harmonization: Ghana has a well-established development partners’ coordination 

mechanism at both national and sector levels. There are several levels of the coordination 

mechanism, the Ghana Donor Partner Coordination Group (GDPG) (attended by three appointed 

donors and three heads of Government Institutions), Heads of Mission and Heads of Cooperation 

attended by Heads of Diplomatic Missions and Aid Agencies respectively, and 10 Sector 

working groups (SWG). Currently, the GDPG group and Government are discussing a new 

development cooperation policy for Ghana, which would lead to reforms in the harmonization 

framework of the Sector Working Groups.  The Ghana Field Office (GHFO) has led a number 

of the donor groups and is currently the lead donor for the Transport SWG. GHFO co-chaired 

the Multi-Donor Budget Support (MDBS), and served as Co-Lead for Gender, Agriculture, and 

Energy Sector working Groups in 2015.  

 

2.12 The Multi Donor Budget Support (MDBS) Group, consisting of 10 development 

partners for dialogue on the budget support, became ineffective and was discontinued in 

2015 by mutual agreement between donors and Government.  In the absence of MDBS, 

policy dialogue around Macroeconomic Stability and PFM in Sector Working Groups (SWGs) 

provides the broad platform for policy dialogue between GOG and DPs on the implementation 

of Ghana’s reform and development agenda. In the absence of an active coordination Policy 

Dialogue Framework, the PFMPSCSP is being closely coordinated with the IMF-Extended 

Credit Facility (ECF) and the World Bank Budget support operation which was jointly appraised 

with the PFMPSCSP II.  

 

III YEAR 2016 PROGRAM                

3.1  Programme Goal and Purpose   

3.1.1  The goal of the PFMPSCSP is to support the government’s medium-term 

development agenda of building a strong foundation for inclusive and self-reliant economic 

growth. Consistent with this goal, the operational objective of the 2016 program is to further 

strengthen fiscal consolidation and PFM reforms in order to restore macroeconomic stability, 

and enhance private sector-led competitiveness through improved access to electricity and 

SMEs’ access to finance.   
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3.2  Programme Components   

3.2.1  The PFMPSCSP II has the same Components as Phase I of the operation, namely 

(i) Strengthening Fiscal Consolidation; (ii) Deepening PFM Reforms; and (iii) Enhancing 

Efficiency and Competitiveness of the Private Sector. These three components are 

complementary and mutually reinforcing in that fiscal consolidation will contribute to reduced 

Government indebtedness and lower cost of money; while PFM reforms will lead to efficiency 

in government operations and contribute to fiscal consolidation. Lower interest rates will signal 

macroeconomic stability and contribute to increased access to finance for SMEs, and thus 

improved private sector competitiveness. 

 

Component 1: Strengthening Fiscal Consolidation  

 

3.2.2  Ghana has kept on track its bold fiscal consolidation program and made significant 

progress in reducing the fiscal deficit from 10.1 % of GDP in 2014 to 6.1% of GDP in 2015. 

In this regard, GOG is implementing major reforms in the following areas: (i) tax base expansion 

and efficiency in revenue collection, with the revision and simplification of income tax law, the 

introduction of the Common External Tariff (CET), and the implementation of the Pre-Arrival 

Assessment Reporting System (PAARS) by Customs; (ii) commitment control and monitoring 

of expenditure arrears; (iii) debt management of SOEs with the on-lending mechanism; and (iv) 

reduction of fiscal risks by containing the burden of the wage bill on the budget through payroll 

and HR audits.  

 

3.2.3  PFMPSCSP I supported (as prior actions) the extension of self-assessment beyond 

Large Tax Offices (LTOs) to all Medium Tax Offices (MTOs) and the deployment of Total 

Revenue Integrated Processing System (TRIPS) to 12 pilot offices, before roll-out 

nationwide to all the 66 tax offices. These measures have expanded the tax base and improved 

revenue collection by 28% in 2015. The program also supported (as prior action) the Payroll 

Audit to clean up the payroll database, improve the integrity of payroll, and reduce its fiscal risk 

to the budget; and supported (as prior action) the approval of the Medium-Term Debt Strategy 

(MTDS) to enhance debt management and sustainability. These expenditure rationalization 

measures have contributed to containing expenditure at 27.8% of GDP in 2015 compared to 

28.6% in 2014. 

 

3.2.4  PFMPSCSP II will continue to support government consolidation effort to further 

deepen fiscal adjustment. Despite the significant reduction in the fiscal deficit (§ 3.2.2), further 

fiscal consolidation is still needed given the high level of public debt (67% of GDP) and the 

onerous cost of borrowing on both domestic and international capital markets. To this end, 

Government is implementing measures extending the GIFMIS coverage to the management of 

Internally Generated Funds (IGFs), further minimizing fiscal risks on the budget with the 

implementation of the Payroll and HR Audit recommendations, and integrating Payroll with 

GIFMIS financials.   

Component 2: Deepening PFM Reforms 

 

3.2.5  GOG is further pursuing the fiscal consolidation reform effort by deepening 

structural PFM reforms. In this area, the Bank continued to support Government to implement 

four main reforms: (i) implementation of the Public Finance Management Reform Strategy 

(PFMRS), aimed at providing a coherent and comprehensive anchor for PFM reforms in Ghana; 

(ii) Budget Credibility effort centred on strengthening the Medium-Term Fiscal Framework 

(MTFF) and Revenue Forecasting; and (iii) strengthening the Procurement System and Budget 

Transparency and Accountability to improve value for money and efficiency in government 

transactions. 
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3.2.6  PFMPSCSP I supported (as prior action) the approval of the PFMRS at the 

Presidential level, strengthening of MTFF and revenue forecasting models, and 

introducing budgetary control at commitment level by implementing the P2P module of 

the GIFMIS. These actions are aimed at providing a coherent and strategic anchor for PFM 

reforms and improving budget credibility. 

 

3.2.7  PFMPSCSP II will build on progress made under PFMPSCSP I to further deepen 

the PFM reforms and provide a structural anchor to the fiscal consolidation program. This 

will include: (i) production and dissemination of a contract management manual to enhance value 

for money in contract management; (ii) approval of the amendment to the PPA Act 663 2003 

(act 914 of 2016), to strengthen the legal basis for the implementation of the Public Procurement 

Act; and (iii) publication of annual financial statements generated through GIFMIS, within the 

statutory deadline to improve transparency and accountability in the budget execution process. 

 

 Component 3: Enhancing Efficiency and Competitiveness of the Private Sector  

 

3.2.8  Ghana is taking decisive steps to address the power shortage problem2 and improve 

access to long term finance, but additional efforts are needed to enhance competitiveness 

of the private sector.  To this end, Government is undertaking major reforms in the areas of: (i) 

governance and financial viability of the power sector; and (ii) SMEs access to long-term 

finance.  

 

3.2.9  PFMPSCSP I supported the clearance of GOG’s arrears (including unpaid 

electricity bills) to the power sector SOEs to address the liquidity issue faced with energy 

sector SOEs. To improve the long term financial sustainability of the power sector, the Program 

supported (as prior action) the formulation of a policy on Electricity Revenue Allocation among 

Public Utilities and Independent Power Producers (prioritized Cash Water Fall arrangement). In 

2016, the Government’s ongoing projects are expected to add a total of 1,330 MW installed 

capacity to the existing 1,800 MW in order to support economic growth activity and sustain 

investor confidence. In terms of improving SMEs’ access to long-term capital, through listing 

on the GXA, PFMSPCSP I supported (as prior action) the listing of at least 5 SMEs with 

particular attention to women-owned enterprises. As of October 2016, the 8 SMEs listed on GAX 

have mobilized about GHC 250 million (US$ 65 million). 

 

3.2.10  PFMPSCSP II will support further Government efforts to enhance competitiveness 

of the private sector including: (i) adoption of the prioritized Cash Water Fall arrangement to 

further ease the cash flow problem, improve financial viability of the power sector, and make it 

more attractive to private investment; and (ii) the listing of SMEs on the Alternative Stock 

Exchange to improve access to long term financing, which is more suitable for business 

expansion and job creation. 

 

3.3  Programme Outputs and Expected Results 

                                                           
2 Three emergency power plants (Power Barges) of 1,000 MW have been installed to increase electricity supply. Two thermal plants, expected 

to add another 330 MW, are under construction. 

Table 2: Progress on Targets from the Log Frame 

Output Achievements 

Component I: Strengthening Fiscal Consolidation 

Improving efficiency and enhancing 

revenue collection 

A Special Petroleum Tax of 17.5% , an extension to 2017 of the special import levy of 

1-2% on some imported goods were approved in the 2015 Budget; the TRIPS was 

deployed to 12 pilot offices; and a  self-assessment tax system was extended to all MTOs.    
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3.3.1  The implementation of Phase I (PFMSCSP I) has contributed to improve 

macroeconomic stability and economic resilience. From 4.0% in 2014, economic growth 

reduced slightly to 3.9% in 2015, and is expected to slow further to 3.2% in 2016, in a context 

of declining commodity prices. The fiscal consolidation program has also stayed on track and 

yielded positive results. Revenue mobilization exceeded projections by 4.7% in 2015, while total 

expenditure, including payments for the clearance of arrears and outstanding commitments, has 

been contained close to the 2014 level of around 24.6% of GDP. This has contributed to lowering 

fiscal deficit to 6.1% of GDP in 2015 from a double digit level (10.2%) a year earlier. Inflation 

rose from 15.5 % to 17.2% because of exchange rate pressures and utility price adjustments; 

food inflation is only 9.0%. The cedi depreciated against the US dollar by 14.8% compared to 

18% in 2014. The current account deficit improved slightly from 9.6% of GDP to 7.5%. Against 

this backdrop economic growth has shown some resilience and its momentum has been kept 

albeit at a moderate rate of 3.9% in 2015, slightly down from 4.0% in 2014.  

Improving commitment controls and 

monitoring of  expenditure arrears 

GIFMIS coverage was extended to the management of  22 Internally Generated Funds 

(IGFs) (target had been 7 IGFs) 

Improving debt management A Medium-Term Debt Management Strategy 2014-17 was approved by the President and 

is being implemented 

Cleaning up of the payroll database 

to ensure its integrity 

Payroll audit conducted and its recommendations being implemented; Payroll has been 

integrated to GIFMIS financials; and 3 public agencies have been weaned off from 

government payroll. 

Component II: Deepening the PFM Reforms 

Strengthening PFM system   The President approved  the PFMRS 

Improving Budget Credibility The medium-term Fiscal Framework and revenue forecasting models were strengthened;  

Control at  commitment level was introduced through the implementation of the Procure-

to-Pay module of the GIFMIS 

Ensuring Value for Money through 

Enhancing Contract Management 

A contract management manual was produced 

Enhancing Budget Transparency and 

Accountability 

Annual financial statements generated from GIFMIS are been published 

Component III: Enhancing Efficiency and Competitiveness of Private Sector 

Enhancing governance, efficiency 

and viability of the power sector 

Governance assessment of SOEs, including the power sector SOEs, have been completed 

and actions plans are being prepared 
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3.4 Progress on Triggers Outlined in the Previous Operation 

3.4.1  Five indicative triggers for Phase II were outlined in the PAR of Phase I. Progress 

towards meeting these triggers was closely monitored during policy dialogue conducted by the 

Bank’s Ghana Field Office. A joint Bank and World Bank appraisal mission conducted a 

comprehensive review of the implementation of the indicative triggers for Phase II. Table 3 

(above) reports on the implementation status.  
 

3.4.2  Considerable progress has been made on the indicative triggers for Phase II:  

Revenue Mobilization: the extension of GIFMIS to management of IGFs has been exceeded: 22 

IGFs are covered instead of the 7, initially planned.  To further improve tax mobilization, the 

government has also introduced a series of key taxes in the 2016 Budget, including, the Common 

External Tariff (CET). The CET is chargeable on the import duty component and does not relate 

to VAT and other levies. Before the introduction of the CET, Ghana was operating four (4) bands 

of import duty rate as follows: 0%, 5%, 10%, and 20%. The CET has introduced a 5th band 

attracting a rate of 35%. However, this fifth band covers 2% of tariff lines in the CET.  

 

Expenditure Control-Payroll: the Payroll Audit is completed and the report is issued; the  

 
POLICY 

MEASURES 

INDICATIVE 

TRIGGERS FOR 

PHASE II 

IMPLEMENTATION STATUS 

1. 

Revenue Mobilization 

Extend GIFMIS coverage 

to the management of 

Internally Generated 

Funds 

Extension of GIFMIS to 

management of the targeted 

number of IGFs has been 

completed. The target of 7 IGFs 

was exceeded; 22 IGFs are 

covered 

2. 

Expenditure Control-

Payroll 

1.1 Conduct  Payroll 

Audit  

1.2 Integrate payroll 

with GIFMIS 

financials 

1.3 Conduct a Human 

Resource Audit 

2.1 Payroll Audit is completed 

and report issued. 

2.2 Mapping of COA and Payroll 

is completed.  Final 

integration process is 

ongoing; 

2.3 HR audit has been undertaken 

and recommendations are 

being  implemented  

3. 

Procurement 

Produce and disseminate 

Contract Management 

Manual 

The Contract Management 

Manual has been produced and its 

dissemination is planned for the 

fisrt quarter of 2017 

4. 
Viability of Power 

Sector 

Approve the Electricity 

Revenue Allocation 

Report 

Cabinet Approved in August 

2015 

5. 

Access to long term 

Finance 

List 8 SMEs on 

Alternative Stock 

Exchange (GAX), 

including women-owned  

A total 8 SMEs have been listed 

on GAX  
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integration of payroll with GIFMIS financials has been done. Concerning the HR Audit, final 

draft reports have been submitted by consultants for ten (10) institutions3 in all ten (10) regions, 

which have been reviewed by the HR Audit Quality Assurance Team (QAT). The Consultants 

have resubmitted 4 consolidated reports. A total of 436,568 public servants were expected to be 

covered by the audit.  Out of this number, the HR Audit consultants on the field counted 373,648 

staff public servants at post at the time of the audit. Out of the staff at post, 3,454 were found to 

be above 60 years old and their names have been submitted to Controller and Accountant-

General’s Department (CAGD) for salary suspension. The names of staff who were not at post 

(5,005) without permission were also submitted to the CAGD for their salaries to be suspended. 

Initial analysis of the payroll data and the staff found in the field, indicate a difference of 62,920 

public servants. This figure is now being subjected to verification by a team from CAGD and 

the Public Services Commission (PSC). A total of 8,456 staff names (absentee staff and staff 60 

years and above) have been submitted to CAGD for their salaries to be suspended, and this 

represents initial savings generated from the HR Audit.   

  

Procurement Reforms: the Contract Management Manual has been produced and its 

dissemination is planned for the first quarter of 2017. 

 

Viability of the Power Sector: Cabinet approved the Electricity Revenue Allocation Policy in 

August 2015. However, implementation of this policy would have been compromised without 

addressing the debt overhand of the power sector. At the end of 2015, the net exposure of ECG, 

VRA, and NEDCos4 has been estimated at USD1.15 billion. GOG is implementing since July 

2016 an overarching strategy aimed at addressing financial challenges of energy sector state 

owned enterprises (SOEs). Its objective is to strengthen the financial position of the energy 

SOEs, thereby, ensuring sustainable working capital to finance their operations. This will also 

pave the way towards the creation of a more financially robust, efficient, and a reliable power 

utility sector. The strategy is to use the Energy Sector levies, passed by Parliament in December 

2015, as partial collateral, alongside with ECG/VRA receivables to settle sector’s debts. The 

successful clearance of these debts will create a new financial environment for an effective 

implementation of the Cash Water Fall mechanism. The strategy to clear the legacy debt includes 

the following: (i) using SOEs receivables and the Energy Sector Levies to settle debt and 

downstream Petroleum sector foreign exchange losses; and (ii) restructuring/refinancing existing 

debt of power sector utilities (ECG, VRA, GRIDCO5) through a Cash Water Fall arrangement.  

The strategy will also aim to improve efficiency and strengthen the financial position of the SOEs 

by using part of Energy Sector Levy for Power Generation and Infrastructure Support. Other 

actions to forestall the recurrence the debt crisis within the utilities sector include: (i) On-lending 

and Escrow Account to service debt; (ii) Quarterly Tariff Adjustment System to reflect market 

conditions and ensure profitability of the sector - In December 2015, for example, the PURC6 

increased the tariffs for electricity and water by 59.2% and 67.2% respectively; (iii) Corporate 

Governance Reforms to strength oversight and introduce performance management; (iv) 

Improvement in Bill Collection; and (v) Moving Street Light Development and Consumption 

responsibility to MMDAs7. These policy actions have already started to bear fruits although more 

                                                           
3 Ghana Education Service; Ghana Health Service; Office of the Head Civil Service; Ghana Statistical Service; Ghana Prison Service; Local 

Government Service; Ghana National Fire Service; Ministry of Food and Agriculture; The Office of the Administrator of Stool Lands; and, 

Public Services Commission. 
4 ECG (Electricity Company of Ghana); VRA (Volta River Authority); NEDCo (Northern Electricity Distribution Company). 
5 GRIDCO (Ghana Grid Company)  
6 PURC (Public Utilities Regulatory Commission) 
7 MMDAs (Metropolitan, Municipal and. District Assemblies). 
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remains to be done. For example, VRA and ECG’s first half 2016 financial results have improved 

even if the increase in receivables is almost offset by an equal increase in payables. Moving 

forward, implementation of the Cash Water Fall policy remains critical for long term financial 

viability of the sector. The Bank, the World Bank and involved DPs will continue to engage the 

GOG on the effective implementation of this important policy action. Because of the important 

exposure of energy SOEs to the banking sector, the IMF will be also closely monitoring the 

implementation of the Cash Water Fall policy.  

 

 Access to long term Finance: A total 8 SMEs have been listed on GAX as planned. GAX has 

observed that it takes a longer time for prospective issuers to decide on listing depending on 

preparedness of SMEs with respect to company structure and record keeping and timeliness of 

filings with regulatory authorities and other licensing agencies. With support from the Bank’s 

Institutional Support Project, GAX is planning to assist in the listing of three more SMEs, in the 

next six months. 

 

3.5  Policy Dialogue 

 

3.5.1  Policy dialogue has focused on the need to strengthen macroeconomic stability 

through fiscal consolidation, and enhanced private sector competitiveness by improving 

access to electricity and long term finance. GOG implemented bold PFM structural reforms 

which have contributed to keeping its fiscal position on track and reducing the fiscal deficit.  The 

supply of electricity has also been improved. The 2016 program will cover the same areas of 

policy dialogue, to further entrench fiscal consolidation and competitiveness efforts in the 

Government reform agenda. The Bank will continue to work within the tripartite dialogue 

framework (the Bank-GOG-DPs) to closely monitor policy actions outlined in the Log-frame 

and Operational Policy Matrix (Annex II) of this operation, to ensure that there are no slippages 

resulting from increasing spending pressure especially due to the upcoming elections. 

 

3.6  Loan Conditions 

3.6.1  Prior actions for 2016 Program. Indicative triggers identified for PFMPSCSP II in 

PFMPSCSP I and the proposed prior actions for this operation are summarized in Table 

4 below. All PFMPSCSP II prior actions have been met by the Government as described in §3.5 

above and the required documentary evidence submitted to the Bank.  

 

Table 4: Prior Actions for 2016 Program 

PRIOR ACTION Required MOV STATUS 

1. Extend GIFMIS coverage to the management of 

Internally Generated Funds 

Produce a GIFMIS 

report 

Fully Met, and exceeded. 

22 IGFs covered instead 

of targeted 7. The action 

is satisfactorily met. 

2. Integrate payroll with GIFMIS financials  Produce a GIFMIS 

report 

Integration between 

Payroll and GIFMIS 

financials is effective. 

The action is 

satisfactorily met. 

3. Conduct a Human Resource Audit Issue HR Audit 

reports 

HR Audits have been 

conducted. Audit 
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recommendations are y 

being implemented This 

action is satisfactorily 

met. 

4. Produce and disseminate Contract Management 

Manual 

Produce Contract 

Management 

Manual 

Met. Dissemination to 

start in early 2017. The 

action is satisfactorily 

met.  

5. Approve the Electricity Revenue Allocation Report Cabinet or 

Ministerial approval 

of the Strategy 

addressing financial 

challenges of 

Energy SOEs 

Fully Met, and exceeded 

in addressing legacy 

debt. The action is 

satisfactorily. 

6. List 8 SMEs on Alternative Stock Exchange (GAX), 

including women-owned 

Letter from Ghana 

Stock Exchange 

Eight SMEs have been 

listed; 3 more are being 

processed, which will 

bring the total to 11. The 

action is satisfactorily 

met. 

 

3.7  Application of Good Practice Principles on Conditionality. The 2016 Program applies 

good practice principles on conditionality. The operation is designed to support the 

implementation of GOG’s development agenda aimed at stabilizing the macroeconomic 

framework through fiscal consolidation in order to stimulate long term growth and poverty 

reduction.  The policy reforms to be supported by the operation are strategic priorities fully 

discussed with GOG to ensure ownership, and they are consistent with the on-going IMF-ECF 

program and the World Bank’s DPC. The proposed operation has also selected only a limited 

number of prior actions and other reforms critically important for achieving results as conditions 

for disbursement. 

 

3.8  Financing Needs. Government’s financing needs for 2016-2018 and Bank Group 

contribution for 2016 are presented in Table 5. For 2016, total revenues and grants are 

projected to Ghc 37.8 billion, while total expenditure and net lending would amount to Ghc 46.2 

billion. The resulting financing gap is to be filled through foreign and domestic financing as 

shown in the table 5.  
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3.9  Government is committed to pursue the fiscal consolidation policy in the medium-

term to contain the fiscal deficit and limit its borrowing needs. Revenues are estimated to 

increase by 11.2% between 2016 and 2018, while expenditure would grow by 6.0%. The 

disbursement pattern of the proposed PFMPSCSP II is closely aligned with this policy 

commitment. This is reflected in the projected reduction of GOG’s fiscal gap from 5.0% of GDP 

in 2016, as a result of factors explained in Section 2.4 above, to a more sustainable level of about 

3.6 and 3.0% of GDP in 2017 and 2018. The financial resources provided by the PFMPSCSP II 

will contribute directly to a mitigation of public debt burden which crowds out growth and pro-

poor expenditures. 

 
IV OPERATION IMPLEMENTATION  

4.1  Beneficiaries of the Program  

4.1.1  The beneficiaries of the program remain the same as in PFMPSCSP. The direct 

beneficiaries are key public institutions responsible for PFM in Ghana, and agencies 

responsible for the delivery of electricity. The Ghanaian people will benefit from the expanded 

fiscal space that is being created by the fiscal consolidation reforms, as more resources would be 

available to fund pro-poor expenditures and basic social services. The private sector too will 

benefit from reliable and affordable electricity, improved access to finance, especially by SMEs 

including women-owned enterprises, as well as from more transparent and efficient PFM system, 

especially relating to procurement practices. 

 

4.2  Implementation, Monitoring and Evaluation  

4.2.1  Implementation institutional framework: The implementation agency remains the 

Ministry of Finance (MOF). The MOF will continue to carry out this function, in collaboration 

with the Ministry of Energy and other relevant agencies. MOF has the capacity and experience 

in the implementation of policy-based operations of the Bank and other development partners.  

 

4.2.2  Monitoring and Evaluation Arrangement: The revised Operations Policy Matrix (see 

Annex II) agreed with the Ghanaian authorities during the appraisal mission, as well as the 

quantitative and qualitative indicators defined in the Results Based logical Framework, will 

2016 2017 2018

A Total Revenue and Grants 37,889.3    37,940.3     42,150.5    

of which : grants (excl. budget support) 1,463.1      1,203.8       975.6         

B Total Expenditure (incl. arrears clearance & tax refunds) 46,297.0    44,828.4     49,014.3    

of which : Wages and Salaries 11,722.8    13,721.2     15,417.6    

of which : Domestic Interest Payments 8,317.2      8,991.3       9,434.7      

of which : Capital Expenditure 6,393.0      5,698.1       6,342.3      

C Overall Balance (8,407.7)     (6,888.1)     (6,864.7)     

D Financing Gap 8,407.7      6,888.1       6,864.7      

Foreign Financing 2,237.0      1,456.5       1,803.9      

of which Programme Loans 1,688.65    634.4          549.0

of which : PFMPSCO II 194.6 187.4 187.4

of which Project Loans 3,324.4      3,215.0       3,659.1      

of which Sovereign Bond 2,925.0      2,114.7       2,200.90

Domestic Financing 6,320.1      6,041.1       5,951.7      

Ghana Petroleum, Sinking and Contingency Funds (149.4)        (609.5)        (890.9)        

Residual Financing Gap 0.00 0.00 0.00

Sources:   Ghanaian authorities and IMF staff estimates and projections, September 2016 

Numbers for 2017 and 2018 are projections

Table 5: Ghana - Financing Requirements and Sources, 2016 - 2018 (Million GHC)
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constitute the framework for monitoring and evaluation of the PFMPSCSP II. MOF will be 

responsible for collecting data and coordinating monitoring and evaluation, and will make 

information available to the Bank. The Bank will monitor the implementation of the Program 

through supervision missions, and oversight by GHFO will play an important role, particularly 

in policy dialogue and monitoring results and impact. At the end of the program, a Program 

Completion Report will be prepared to evaluate progress against the Results Based Logical 

Framework and operational policy matrix, and draw lessons for future operations. 

 

4.3  Financial Management and Disbursement & Reporting Arrangements  

4.3.1  Bank’s re-assessment of Ghana’s fiduciary environment during the appraisal 

mission shows that fiduciary risk, though still substantial, has been reduced somewhat, with 

the continued roll out of the GIFMIS, implementation of the “procure to pay” commitment 

module, and finalization of the payroll audit. The performance trajectory remains generally 

positive, but challenges associated with HR establishment controls remain. 22 of 57 IGF 

generating MDAs have been successfully incorporated into the GIFMIS to enhance control over 

IGFs, and only 2 out of 6 Statutory Funds now benefit from the enhanced monitoring associated 

with the GIFMIS. However, the continued roll out of the GIFMIS is helping to improve financial 

controls, information integrity and timeliness of reports. The reforms undertaken in the first 

phase of the program, which are being reinforced in the second phase, are contributing to 

addressing the identified fiduciary risks in two complementary ways: (i) by including a specific 

component to support reforms to improve PFM systems and reduce fiduciary risks; and (ii) by 

providing for specific disbursement and audit arrangements for the proceeds of the proposed 

operation. The reforms will continue to reinforce budget transparency, control systems, and the 

procurement framework. 

 

4.3.2  Treasury Management, funds flow and disbursement method: The second phase of 

the proposed operation involves a single-tranche disbursement of UA 35 million in 2016 

following Board approval. The proceeds of the loan will be deposited into the same dollar 

denominated foreign currency account opened in the Central Bank of Ghana by the Ministry of 

Finance and designated by MOF for the receipt of the proceeds of the loans during the first phase 

of the program, as a transit into the Consolidated Fund (CF). 

 

4.3.3 External audit: In line with the Bank Policy on PBOs, the external audit 

arrangement will follow the country’s systems. The Ghana Audit Service will be required to 

conduct a flow of funds audit to confirm the timing, correct conversion of the funds (from dollars 

into Cedi), and transfer into the CF. The flow of funds audit will be performed in accordance 

with the Bank-approved Audit Terms of Reference and the audit report will be submitted to the 

Bank within six months after the end of the financial year during which the disbursement occurs. 

Actual utilization of the budget support funds will not be subject to a separate audit, but the Bank 

will review the Auditor General’s annual audit of the CF for the years covered by the budget 

support program. The Bank has previously accepted the use of the Ghana Audit Service to 

conduct the flow of funds audit, for purposes of budget support operations. 

 

4.4 Procurement 

4. 4.1  The procurement for the budget support operation will be undertaken in 

accordance with country systems, which have been deemed generally acceptable in the CFRA 

carried out by the Bank. Though overall risk, as assessed, remains substantial, the reform 

measures supported by the program, as well as the implementation of the PFM Reform Strategy, 

continues to contribute to reinforcing the procurement framework and mitigating the risk. 
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V LEGAL DOCUMENTATION AND AUTHORITY 

5.1  Legal Documentation: The operation will be governed by a Loan Agreement to be 

signed between the Fund and the Republic of Ghana.    

 

5.2  Conditions Associated with the Bank’s Intervention  

5.2.1  Prior Actions and entry into force: Before the proposed operation is presented to the 

Board, GOG shall have provided documentary evidence, satisfactory in form and substance to 

the Fund, that the prior actions for PFMPSCSP II listed in Table 4 have been fully met. The entry 

into force of the Loan Agreement shall be subject to the fulfilment by the Borrower of the 

provisions of Section 12.01 of the General Conditions Applicable to Loan Agreements of the 

Fund. 
 

5.2.2  Conditions precedent to disbursement of the funds for the PFMPSCSP II: 

Disbursement of the loan amount of UA 35 million shall be conditional upon the entry into force 

of the Loan Agreement, the transmission to the Bank of the details of a foreign currency account 

with the Central Bank of Ghana for purposes of receiving the proceeds of the Loan, and the 

fulfilment of a duly completed and signed disbursement request in accordance with the 

Disbursement Letter.  

 

5.3  Compliance with Bank Group Policies. This proposed program complies with all 

applicable Bank Group policies, strategies and guidelines. These include: (i) Bank Policy on 

Program-Based Operations (2012, 2013, and 2014), (ii) the Bank Group Ten-Year Strategy 

(2013-2022); (iii) the Governance Strategic Framework and Action Plan 2014-18, (iii) the 

Revised Staff Guidance on Quality-at-Entry Criteria and Standards for Public Sector Operations, 

and (iv) the Energy Sector Policy of the Bank Group. 
  

VI RISKS MANAGEMENT  

6.1  The risks and mitigation measures of the program, summarized in the logical framework, 

are also presented are in the table 6 below:  

 
Table 6: Risks and Mitigation Measures 

Risk Mitigation measures 

Fiscal and external imbalances, complicated by a slowing 

economy and declining commodity prices. Approaching 

the elections due in late 2016 may increase spending 

pressures and the likelihood of policy inconsistency/reversal 

in fiscal consolidation efforts. 

The macroeconomic and fiscal risks will be mitigated by 

prudent fiscal and monetary policies being implemented 

under the IMF and the World Bank sponsored programs as 

well as the proposed operation. 

Heavy reliance on foreign financing of the fiscal deficit: 

Eurobond and foreign participation in the domestic bond 

market become risky as cost rises because of decline in 

market’s confidence and increase of interest rates in the US. 

GOG is expected to make the required fiscal adjustment, and 

thus improve investor appetite for Ghanaian securities and 

lower its borrowing needs and cost with the support provided 

by the IMF-ECF, the World Bank’s Development Policy 

Credit, and the proposed Bank’s operation. 

Persistent energy crisis and sustained decline in 

commodity prices: Constant blackouts could affect 

manufacturing growth. Further fall in prices of oil, gold or 

cocoa could result in sharp contraction of exports, further 

weakening of the cedi, raise inflationary pressures, and 

slowdown in economic growth. 

The completion of the Tweneboa-Enyenra-Ntomme (TEN) 

project by 2016 will help bolster growth. Anticipated 

Disbursement of about USD116.6 million by the IMF under 

the ECF and USD150 million by the World Bank, the 

proposed AfDB Budget Support Loan, and planned issuance 

of a fifth Eurobond should bolster foreign exchange reserves 

and help stabilize the currency in the coming months. 

Governance and fiduciary risks: There are some 

weaknesses in PFM, especially as regards to accounting at 

sub national levels. 

GOG is committed to anti-corruption initiatives and 

improvement of PFM. DPs have continued to put emphasis 

on PFM reforms. The Bank’s own ISP for institutional 

capacity building has significant emphasis on Internal and 

External Audit reforms and capacity building, all in an effort 

to further enhance the performance of key PFM pillars. 

Implementation Capacity Risks due to weak institutional 

and human resources 

A number of technical assistance and capacity building 

initiatives by DPs as well as ISPs are expected to mitigate 

these risks.  



 

16 
 

VII RECOMMENDATION  

7.1 Management recommends that the Board of Directors approve the proposed ADF loan, not 

exceeding UA35 million, to the Republic of Ghana for the purposes, and subject to the 

conditions, stipulated in this report.
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ANNEX I: Letter of Development Policy 

 
In case of reply the Number and date of this 
Letter should be quoted 

Our ref: ADF/CONST./2016/002 Tel: (+233) 
30 2673431 E-mail: adbunit@mofeD.aov.ah 
Website: www.mofep.gov.gh 

  

REPUBLIC OF GHANA 

 

MINISTRY OF FINANCE 

P.O. BOX MB 40 

ACCRA 

12th July, 2016 

 

 

THE PRESIDENT 

AFRICAN DEVELOPMENT BANK 

ABIDJAN, COTE D'IVOIRE 

LETTER OF DEVELOPMENT POLICY 

Dear President Adesina, 

1. I write on behalf of the Government of the Republic of Ghana to request the African 

Development Fund, for the second tranche of the General Budget Support Loan in the 

amount of UA35million in 2016. The proceeds of the loan will assist the Government to 

implement the Public Financial Management and Private Sector Competitiveness Support 

Program (PFMPSCSP) II. The goal of the program is to build a strong foundation for 

macroeconomic stability and enhanced private-sector led competitiveness by strengthening 

fiscal consolidation and public financial management (PFM) reforms. The thrust of the GOG 

medium term reform agenda, which the Bank's operation will support is elaborated below.  

I. GOVERNMENT'S MEDIUM-TERM REFORM PROGRAMME  

Medium-Term Objectives 

2. The medium-term macroeconomic program of the Government is anchored on the second 

Ghana Shared Growth and Development Agenda (GSGDA II), 2014-2017. The strategic 

objective of the GSGDA II is to leverage Ghana's natural resource endowments, agricultural 

potential and the human resource base for accelerated economic growth and job creation. To 

this end, the GSGDA II prioritizes improvements in energy generation and distribution, 

infrastructure development and services, as well as support for small and medium-scale 

industries (SMEs). 

3. The second tranche of the budget support loan will be used to sustain the gains already made 

under the following policy areas which the Bank has focused on. 

Payroll Management 

4. The Single Spine Pay Policy (SSPP), which was announced in 2008 and came into force in 

2010, aimed at ensuring equity, fairness, and transparency as well as enhancing performance 

and productivity in Public Service. The wage bill in 2014 absorbed 49.1 percent of total tax 

revenue. As at end-2015, the ratio of the wage bill to tax revenue declined to 43.7%. The 

ratio is expected to decline further to 41.3% in 2016. The government is committed to 

strengthening the management of the payroll. The Government's Payroll has been automated 
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and integrated with GIFMIS to strengthen budgetary control on payment of salaries and 

wages.  

5. Significant progress has also been made in implementing the payroll cleaning plan with 

assistance from the World Bank. The next stage is to develop a validation approval process 

for continuous data input and ensure that the system contains employees’ bio data as well as 

other information such as work start date, current grade, bank account and social security 

numbers among others. This will then be integrated with the Electronic Salary Payment 

Voucher (ESPV) validation process with the payroll system. 

Human Resource Management 

6. Ghana’s Public Services Commission (PSC) in collaboration with the Ministry of Finance 

and the Controller and Accountant-General’s Department has been conducting a Human 

Resource Audit aimed at: 

a. strengthening controls around entry and exit, progressions and positions across 

the various Public Service organizations; 

b. optimizing utilization of human resources; 

c. ensuring the elimination of “ghost workers” on the payroll; and 

d. promoting efficient financial management of the Public Service  

Private Sector Development 

7. Ghana regards the private sector an engine of growth. Consequently, Government has been 

intensifying efforts to improve Ghana's business environment. However, high interest rates 

of over 25% (one of the highest in Africa) make the cost of credit very high and limits 

accessibility to credit by businesses, especially SMEs. The high cost of credit has been 

attributed largely to government's excessive borrowing from commercial banks leading to 

crowding out of private sector investment. The focus of GOG's reform program on fiscal 

consolidation would help curtail government short-term domestic borrowing and alleviate 

its impact on the cost of credit. 

Enhancing efficiency and viability of the power sector 

8. The power sector has undergone significant transformation in the last two decades. Apart 

from the increase in electricity consumption which has prompted an increase in generation, 

the energy mix has become increasingly diversified. The reluctance in implementing full 

cost recovery in the past has largely contributed to the sector’s accumulation of US$ 1.1 

Obillion in debt. The debt is owed to banks who provide credit lines for the importation of 

various inputs, suppliers and other creditors who support the sector. 

9. The passage by Parliament in late December 2015 of the Energy Sector Levies Act has given 

a much-needed financial boost, resulting in the development of a Financial Restructuring 

plan for the sector. The plan is to use the levy as partial collateral, alongside ECG/VRA 

receivables, to settle the sectors’ debt. The successful clearance of these debts will then pave 

way for the implementation of the Cash Waterfall mechanism. 

 



 

III 
 

RECENT ECONOMIC AND SOCIAL DEVELOPMENTS  

10. Provisional Real GDP growth estimates for 2015 showed a growth of 3.9 percent over the 

2014 estimates. Although the performance was slightly lower than the 4.0 percent outturn in 

2014, non-oil real GDP growth increased from 4.0 percent to 4.1 percent over the same period. 

The Services sector recorded the highest growth of 5.7 percent, followed by Agriculture with 

2.4 percent and the Industry sector with a growth of 1.2 percent. Economic activities 

moderated in 2015 mainly as a result of a fall in the supply of power and rising inflation. Over 

the medium term (2016-2018), Real GDP growth is expected to average 8.2 percent., Growth 

is expected to be driven mainly by the Tweneboa, Enyenra and Ntomme (TEN) and Sankofa 

oil and gas fields coming online over the next two years. Inflation is also expected to decline 

and remain within the target band of 8 percent +/- 2 percent over the medium term. 

MONETARY POLICY 

11. The annual growth rate of broad money supply (M2+), increased by 26.1 percent at the end 

of December 2015, compared with 36.8 percent at the end of December 2014. The slower 

pace of growth in money supply in 2015 was as a result of the following: 

 moderate increase in the Net Foreign Assets of the banking system by 24.0 percent 

in 2015 compared to an increase of 57.7 percent in 2014; and 

 slower pace of growth in the Net Domestic Assets of the banking system by 26.7 

percent in 2015 compared to 31.2 percent in 2014. 

12. Monetary policy over the medium term will continue to be guided by the Bank of Ghana’s 

inflation targeting framework, which aims to maintain headline inflation at the midpoint of 

the target range (8±2 percent) in the context of a floating exchange rate regime. The Bank 

of Ghana will continue to use the policy tools available to guide its policy decisions and 

strengthen its monetary policy formulation process to ensure inflation and inflation 

expectations move gradually towards the target band in the medium term. 

EXTERNAL SECTOR 

13. Developments in the external sector in 2015 showed a consistent decrease in both export 

receipts and import expenditures due to sharp decline in commodity prices and lower oil and 

gas imports. Estimates from Bank of Ghana indicates that the lower prices for gold and crude 

oil together with lower production volumes for gold and cocoa resulted in a 21.6 percent 

year-on-year decline in total export earnings. Similarly, total imports also declined by 7.8 

percent on the back of lower oil and gas imports. Consequently, the trade deficit widened to 

US$3.9 billion in 2015, compared with a deficit of US$1.4 billion 2014. In spite of this, the 

current account balance narrowed to US$2.8billion in 2015 on account of significant 

improvement in the services account. 

14. It is expected that in 2016 the country will realize a balance of payments surplus of US$821 

million resulting mainly from net capital and financial account inflows of US$3.7. billion, 

which will be more than sufficient to cover the current account deficit of US$2.9 billion or 

7.4 percent of GDP. A build-up in Gross Foreign Assets to US$6.9 billion to provide cover 

for 3.7 months of imports is expected. 
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FISCAL POLICY 

15. Fiscal policy in 2015, aimed at ensuring fiscal prudence and debt sustainability through 

improved revenue mobilization, expenditure rationalization, enhanced efficiency of public 

expenditures and a targeted reduction in the overall budget balance from a deficit of 10.2 

percent of GDP in 2014 to 7.3 percent of GDP in 2015. Provisional end-year fiscal data 

indicate that the cash fiscal deficit recorded was 6.5% of GDP, lower than the Budget target 

of 7.3% and compares to a deficit of 10.2% of GDP during the same period in 2014. Over 

the medium-term fiscal policy will aim to progressively reduce the overall fiscal balance 

from a projected deficit of 5.0% of GDP in 2016 to 3.0% in 2018 and further down to 2.3% 

of GDP by 2019. This objective will be driven mainly by improving domestic revenue 

mobilization, strengthening revenue administration reforms, improving public financial 

management, prioritization and rationalization of public expenditures to enhance their 

efficiency and the implementation of new debt management policies. 

16. Based on the medium term macroeconomic framework, the specific macroeconomic targets 

for 2016 are as follows: 

 Overall real GDP (including oil) growth of 5.4 percent; 

 Non-oil real GDP growth of 5.2 percent; 

 An end year inflation target of 10.1 percent; 

 Overall budget deficit equivalent to 5.0 percent of GDP (revised from 5.3 percent); 

and 

 Gross international reserves of not less than three months of import cover of goods 

and services. 

17. Notwithstanding the major shocks to the economy in the last three years, Government 

remained steadfast in pursuing the economic vision of leading the country through a 

transformational agenda to consolidate our Middle Income Country (MIC) Status. 

18.2016 is significant in many respects. The country will go through Presidential and 

Parliamentary elections. Despite being an election year, we are committed to sustaining 

fiscal discipline whilst investing prudently in infrastructure and social development. 

19. It is important to emphasize that these reforms are complementary to similar structural 

reforms agreed with both the IMF and the World Bank. 

II. CONCLUSION 

20. Mr. President, the approval of the African Development Fund of the second tranche of the 

budget support loan will assist the GoG to consolidate the gains made with the first tranche, 

with the thrust on fiscal consolidation, PFM reform and private sector-led competitiveness. 

 
 

Yours sincerely, 

 

MINISTER OF FINANCE 
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ANNEX II:  Operation Policy Matrix 

 
Medium term policy 
objectives 

Baseline (end-2014 
unless otherwise 
indicated) 

Policy measures  
(2015-2016) 

Policy measures  
(2016-2017) 

Means of 
Verification 

Implementation Status 
– APRIL 2016 

Component I. Strengthening Fiscal Consolidation 
Revenue      

Improving efficiency and 
enhancing revenue collection 

 Introduce a Special 
Petroleum Tax of 17.5% to 
bring Ghana’s petroleum 
taxes in line with 
international practice. 

Extend GIFMIS 
coverage to the 
management of 
Internally Generated 
Funds (IGFs). 

2016 Budget First identify IGFs, they are 
57; set up as an operating 
unit; some have 
connectivity issues; 41 are 
ready now go live (90%), 4 
went live last year; 18 live 
this year; total of 22 IGFs 
as of today 

 Extend to 2017 the special 
import levy of 1-2% on 
some imported goods  

 2016 Budget 

 Increase the VAT from 15% 
to 17.5%. 

 2016 Budget 

Two pilot offices are 
currently covered in the 
total revenue integrated 
processing system (TRIPS). 

Deploy TRIPS to 8 pilot 
offices by June 2015 

Roll-out TRIPS 
nationwide 

Ghana Revenue 
Authority (GRA) 
reports 

15 Medium Tax Offices 
(MTOs) are currently 
practising  self-assessment 

Implement  self-assessment 
for all MTOs  to enhance 
compliance in tax payments 

 Ghana Revenue 
Authority (GRA) 
reports 

Expenditure      

Improving commitment 
controls and monitoring of  
expenditure arrears 

All Consolidated funds 
(CF) payments (66% of the 
National Budget) go 
through  ex-ante control – 
from requisition to 
payment – on GIFMIS 
(procurement to pay), 
thus permitting tracking, 
and reporting on, CF 
expenditure arrears.  

 Extend GIFMIS 
coverage to the 
management of 
Statutory Funds (SFs).  

General Account 
and GIFMIS 
reports 

Implementation 
challenges so they are not 
declared go live; GEF no 
progress, Energy 
commission, HHI, 
Petroleum Fund, Road; 
Venture Fund; 
Need to go one by one SFs 
unlike of IGFs; There are 6 
SFs; unlike IGFs we going 
from technicians, 
management, then the 
Board. Can be achieved by 
first June 2016. 

Improving debt management  Presidential Executive 
Approval of  the Medium-
Term Debt Management 
Strategy 2015-17  

Implement on-lending 
Policy in line with the 
Debt Strategy. 

Ministry of 
Finance and 
Debt 
Management 
Reports 

MTDS 2015-17 published 
on website, it is being 
used for borrowing now; 
MTDS 2016-18 approved 
by MoF sent to Cabinet, 
publication by the week of 
12 April 2016 - Issuance 
plan is 10 year bonds 
On-lending agreement 
signed with SOES; escrow 
accounts open some 
making payment’ 
Challenge SOEs paying on 
partial amounts of dues; 
on-lending process has 
been formalized with 
escrow accounts open and 
payments being made 

Cleaning up of the payroll 
database to ensure its 
integrity  

Lack of adequate and 
reliable Human Resources 
(HR) and payroll data 
resulting in potential 
ghost workers.  

Undertake Payroll audit Undertake HR audit and 
approve the Payroll 
audit 

General Account 
and GIFMIS 
reports 

1. Payroll audit: finalized 
and issued, identified 
issues are addressed, final 
report done; MOV AG and 
GIFMIS reports;  
2. HR Audit: see Public 
Service Commission (PSC); 
3. Integration of Payroll 
and GIFMIS has been 
done; three legs are linked 

Separate payroll and 
GIFMIS systems in place.   

Integrate Payroll to GIFMIS 
financials by June 2015; and     
GIFMIS HRMIS and GIFMIS 
Hyperion thereafter, to 
permit exercising budgetary 
control on payroll. 

Implement e-payment 
input forms to provide 
ready audit trail and  
serve as deterrent to 
submission of 
fraudulent forms 

General Account 
and GIFMIS 
reports 
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Use of verified data 
piloted in 4 Regions. 

Rollout the use of verified 
data to update payroll 
records nationwide   

. General Account 
and GIFMIS 
reports 

but one leg is not done 
the Hyperion, MOV 
4. Mapping of COA and 
Payroll is completed. Final 
integration process is 
ongoing 
 
5. Wean off additional 9 
public agencies e-
payement not part of 
GIFMIS 
 
HR Audit project of the 
PSC but with other 
institutions. Looking at the 
positions put the ceiling 
on some of them, to give 
the right number of public 
servant which will help to 
put ceiling; looking at 
getting accurate date to in 
HIRMIS system; carrying 
10 pilot big institutions 
about 65% of the civil 
servants; counting done; 
started 15 of June 2015 
with much delay; by 
December 2015 hoped to 
get reports but so far draft 
reports for Ashanti region; 
after consultant reports 
quality assurance team 
provide feedback; list of 
people not on payroll to 
provide first letter of 
appointment, any 
promotion,  

12 public agencies  
identified for weaning off 
government payroll 

Wean off 3 public agencies 
from government payroll 

Wean off additional 9 
public agencies from 
government payroll. 

General Account 
and GIFMIS 
reports 

Component II: Deepening the PFM Reforms 

Strengthening PFM system   Comprehensive PFM 
reforms constrained by 
lack of Public Financial 
Management Reform 
Strategy (PFMRS). 

Presidential Executive 
Approval of the PFMRS  

 Ministry of 
Finance Reports 

 

Improving Budget Credibility  Strengthen the medium-
term Fiscal Framework and 
revenue forecasting models 

Develop and adopt a 
comprehensive 
projection to enhance 
the predictability of 
Budget execution.  

Ministry of 
Finance Reports 

CFs for MDAs completed 

 Introduce control at  
commitment level by 
implementing the Procure-
to-Pay module of the 
GIFMIS  

Implement ex-ante 
control system by 
extending GIFMIS 
coverage to all MDAs 

Ministry of 
Finance Reports 

Ensuring Value for Money 
through Enhancing Contract 
Management 

Lack of clear laydown 
procedures for contract 
management 

Produce and disseminate a 
contract management 
manual 

 Ministry of 
Finance Reports 

 

Improving the Legal 
Framework for Public 
Procurement 

Draft regulations 
supporting the Public 
Procurement Act (PPA) 
prepared 

 Approve by Cabinet and 
submit to Parliament of 
the Draft Regulations 
supporting the PPA 

Parliament 
Reports 

 

Enhancing Budget 
Transparency and 
Accountability 

 Publish annual financial 
statements generated from 
GIFMIS within the statutory 
deadline 

Public annual Citizen 
Budget in local 
languages 

Local 
Newspapers 

 

Component III. . Enhancing Efficiency and Competitiveness of Private Sector 

Enhancing governance, 
efficiency and viability of the 
power sector 

 Approve the Governance 
reform plan for ECG by 
Cabinet 

Operationalize the 
Governance reform 
plan for ECG  

MCC reports RFQ issued, cabinet 
approval for lease 
agreement; see MIDA 
 
Cabinet approval for 
revenue allocation 

 Prepare a Policy on 
Electricity Revenue 
Allocation, the cash water 

Approve the Policy on 
Electricity Revenue 
Allocation 

MCC reports 



 

VII 
 

 

  

flow system for electricity 
revenues  

obtained on ; 
implementation to start 1st 
April 2016; MOV –PURC to 
send instructions for 
revenue allocation and 
proof of allocations to 
stakeholders 

 Clear arrears to the Power 
SOEs. 

 

MCC reports 

Improving SMEs access to 
finance (including women-
owned SMEs) and business 
development services. 

Alternative Stock 
Exchange for SMEs 
established. 

List at least 5 SME on the 
Alternative Stock Exchange 

SMEs listed on the 
Alternative Stock 
Exchange increase to 
10.  

Number of SMEs 
listed; GISP 
Supervision 
Reports  
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Annex III: Relations with the IMF 

 

IMF Executive Board Completes Third ECF Review for Ghana, and 

Approves US$116.2 Million Disbursement 

September 29, 2016 

On September 28, 2016 the Executive Board of the International Monetary Fund (IMF) 

completed the third review of Ghana’s economic performance under the program supported by 

an Extended Credit Facility (ECF) arrangement.[1] Completion of the review enables the 

disbursement of SDR 83.025 million (about US$116.2 million), bringing total disbursements 

under the arrangement to SDR 332.1 million (about US$464.6 million). 

During the review, adjustments were made to the program to ensure that it remains on track and 

to enhance its prospects of success. In this context, the Executive Board also granted waivers, 

including for minor deviations in a few program targets. 

Ghana’s three-year arrangement for SDR 664.20 million (about US$918 million or 180 percent 

of quota at the time of approval of the arrangement) was approved on April 3, 2015 (see Press 

Release No.15/159). It aims to restore debt sustainability and macroeconomic stability in the 

country to foster a return to high growth and job creation, while protecting social spending. 

Following the Executive Board’s discussion on Ghana, Mr. Tao Zhang, Acting Chair and Deputy 

Managing Director, said: 

“Implementation of the ECF-supported program by the Ghanaian authorities continues to be 

broadly satisfactory, but the economic outlook remains challenging. There has been progress in 

stabilizing the macroeconomic situation and reducing financial imbalances, but fiscal risks 

remain elevated. 

“The authorities are continuing their fiscal consolidation program and aim to strengthen policy 

and reform implementation. Further efforts are needed to address revenue shortfalls, while 

expenditure control measures should be fully enforced to contain the wage bill and other current 

spending. The government is projected to run a primary surplus this year, which, along with the 

stability of the cedi, should contribute to a marked decline in the debt-to-GDP ratio. Ongoing 

fiscal consolidation and implementation of the medium-term debt management strategy will be 

key to further reducing domestic refinancing risks in 2017. The authorities will need to remain 

cautious in accessing external market financing with due consideration to costs and debt 

sustainability. 

“To ensure that the gains from fiscal consolidation are sustained over the medium term, the 

government needs to continue its efforts to effectively implement a wide range of ambitious 

reforms. These include measures to broaden the tax base and enhance tax compliance, strengthen 

control of the wage bill, and enhance public financial management (PFM). In this regard, the 

recently adopted PFM legislation is an improvement over previous laws. Steps taken to address 

SOEs financial problems are welcome, but more work is needed to reduce risks to the economy, 

the financial sector, and the government budget from their underperformance. 

“The Bank of Ghana (BoG) should maintain a tight monetary policy stance to bring inflation 

back to target. Recent amendments to the BoG Act have introduced some improvements to 

central bank governance, but continued scope for central bank financing of the government and 

government influence on central bank operations remain significant shortcomings. The 

http://www.imf.org/en/News/Articles/2016/09/29/PR16439-Ghana-IMF-Executive-Board-Completes-Third-ECF-Review#_ftn1
http://www.imf.org/external/np/sec/pr/2015/pr15307.htm#TopOfPage
http://www.imf.org/external/np/sec/pr/2015/pr15307.htm#TopOfPage
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authorities’ commitment to maintaining zero BoG financing of the government under the 

program and to introducing additional amendments to the BoG Act in 2017 are welcome. 

“Full and timely implementation of the BoG’s roadmap for the banking system is essential to 

address financial sector risks. Although the adoption of the two new banking sector laws 

strengthens the authorities’ toolkit, the new legislation warrants further improvements to enable 

the authorities to effectively safeguard financial stability.” 

 

 

 

[1] The ECF is a lending arrangement that provides sustained program engagement over the 

medium to long term in case of protracted balance of payments problems. 
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