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EXECUTIVE SUMMARY 

 
1. The main purpose of this report is to present analysis and forecasts of Ghana’s macro 

economic performance on which transport demand forecasts can be based. This report 
provides one of the major outputs for the Integrated Transport Plan (ITP) project and, as 
importantly, provides a necessary input into the process of integrating economic and transport 
planning in Ghana. 

 
2. The report contains an overview of Ghana’s macroeconomic performance and policy 

objectives for the past decade and macro economic forecasts for Ghana covering the period 
2009-2035. The economic analysis considers past and future performance of key economic 
factors that impact on GDP as well as the likelihood of restructuring Ghana’s economy 
including the impact of an oil industry.  

 
3. The methodology used includes simple regression analysis combined with a critical 

analysis of major macroeconomic parameters presented in their mutual relationship against 
the world economic trends and put into some historical perspective. 

 
4. Major stakeholders, namely: the Ministry of Finance and Economic Planning 

(MOFEP); The National Development Planning Commission (NDPC); and the Ghana 
Statistical Service (GSS), have been consulted in the production of this report. However the 
conclusions presented are the result of the Study Team’s objective, non-partisan analysis.  

 
5. The macroeconomic performance of Ghana during the present decade is 

commendable. GDP in real terms grew at an average rate of over 5 per cent and the welfare 
of the nation improved, poverty was reduced and entrepreneurship increased. These 
achievements stand in a clear contrast to the inconsistencies of the previous decades and are 
a proof of political wisdom and resolve. 

 
6. The main threat to Ghana’s economic stability comes from the openness of its 

economy. Measured in terms of the combined share of exports and imports in GDP, the so 
called Trade Intensity Index (TII), the Ghanaian economy is open in 82 per cent. This implies 
that the country is vulnerable to the influence of the world economy. For example, falling 
commodity prices negatively affect Ghana’s exports which are dominated by raw materials. In 
2007 merchandise export earnings from cocoa, minerals and timber represented a combined 
share of 75.6 per cent of the total value of exports. Therefore this narrow export basis coming 
from three commodities, constitutes a major obstacle to export expansion and, as a result, an 
obstacle to growth. Ghana needs to increase flexibility and efficiency of resource use so that it 
can be more competitive in global markets1 to benefit from trade, and channel benefits into 
poverty reduction.  

 
7. Diversification of the export basis requires structural changes in the country’s 

economy. The agricultural sector, still the largest contributor to the nation’s GDP and the main 
employer, must undergo a major overhaul. While this is a slow and difficult process it is 
unquestionably taking place as some evidence shows. Lack of capital, poor rural road 
infrastructure, low degree of mechanization and rural overpopulation are just a handful of 
reasons behind the slowness of the modernization process in the Ghanaian agricultural 
sector. 

                                                      

1 See: The State of the Ghanaian Economy in 2007. ISSER. University of Legon. 2008, p.101 
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8. It appears that even a modernized agriculture sector will not resolve Ghana’s 

economic problems and provide grounds for an irreversible change of the macroeconomic 
structure of the country. A simultaneous expansion of the industrial sector is of paramount 
importance, and in particular a shift from extracting to manufacturing industries where the 
value added is more significant than in the mining or forestry sectors. A nation without a 
strong industrial basis is ill-prepared to confront the challenges of the global economy. 

 
9. Evidence suggests that the tertiary, or service, sector is even more important than 

manufacturing. This sector is still relatively underdeveloped in Ghana. Services contribute 
only some 30 per cent to the nation’s GDP, approximately half that provided in developed 
countries. The service sector has considerable potential for development in Ghana. It 
furthermore has huge absorption potential in terms of employment of vast strata of the 
Ghanaian population. 

 
10. Demography appears to be the single most important factor in Ghana’s future 

macroeconomic evolution. Government’s current projection for achieving the middle income 
status of US$ 1,000 per capita by 2015 relies upon a natural rate of increase of the Ghanaian 
population of 1.7 per cent. There are no indications that the natural rate of increase of the 
population is falling below the threshold of 2.0 per cent. Therefore, as long as the rate of 
natural increase remains high, and to a large extent uncontrollable, gains in GDP will be offset 
and the poverty reduction strategy derailed. 

 
11. Still there are other factors which remain crucial in terms of economic progress in 

Ghana. Monetary stability, foreign trade deficit, low factor productivity also blur the economic 
horizon.  

 
12. Whilst the cedi may appreciate in value against the dollar, the current trend suggests 

a further depreciation of the currency is likely and this will push the goal of middle income 
status further away.  

 
13. Erosion of revenues caused by still too high a level of inflation is a major culprit, and 

the ensuing lending constraints imposed by the banking system undermine the expansion of 
the private sector justly identified by the Government as the engine of economic growth. 

 
14. The increasing level of debt, both domestic and foreign, is another worrying 

phenomenon. The combined debt reached 53.5 per cent of Ghana’s GDP in the last quarter of 
2008. High indebtedness of the Ghanaian economy ruins the prospects of increased 
investments. The latter depends heavily on external financing as the internal sources of 
finance are limited. 

 
15. All the above factors create the vicious circle of economic syndrome in Ghana. Low 

export earnings create outflow of foreign exchange to pay for imports. Lack of foreign 
exchange reserves precludes financing of investment projects which increasingly have to rely 
on external sources. Combined, these factors can remain significant barriers to attracting 
finance for infrastructure projects. 

 
16. The “oil economy” raises hopes in Ghana as the prospects of rapid growth of wealth 

are strongly perceived by the populace. It is an open question, however, as the ceiling of 
220,000 barrels a day will not be attained immediately and the uncertainty surrounding the 
price of crude oil may stay around for some time yet. Based on currently available statistics, 
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Government’s total income from oil will hardly exceed US$ 6 billion/annum, based on an 
optimistic price of $200 per barrel.  

 
17. Whilst the “oil economy” definitely has the potential to help Government’s investment 

programmes the full extent of funds available remains uncertain. Furthermore, it remains to be 
seen how this money will be channelled into the Ghanaian economy and how it will be used to 
pay for investment schemes, including those in the transport sector. 

 
18. This report presents forecasts of GDP in six distinct sub-periods: 2009-2010, 2011-

2015, 2016-2020, 2021-2025, 2026-2030, and 2031-2035. Growth rates are differentiated 
according to the scenario and the sub-period analysed. This is intended to provide a basic 
level of sensitivity analysis according to changing rates of growth. The forecasts are 
presented as three scenarios: Low; Medium; and High. Assumptions are based on the 
principle of positive growth. A negative growth scenario has not been developed.  

 
19. Findings suggest that even the optimistic scenario may not lead to the attainment of 

the middle income status by 2015; i.e. the goal of US$ 1,000 per capita. As indicated by the 
analysis, a range of economic factors impact on the attainment of the required GDP but two 
stand out as major barriers: (i) the continuing population increase that will erode gains in 
GDP, and, (ii) the depreciation of the national currency vis-a-vis the US dollar. 

 
20. Therefore, a sustainable growth of the magnitude required to reach Middle Income 

Country status by 2015, will require a restructuring of the economy with or without 
contributions from oil.  
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Chapter 1 Introduction 

The future level of transport demand in Ghana will be determined by the evolution of the 
country’s economy, both in terms of volume and change of its structure. As Ghana moves 
from the essentially ‘quantitative’ growth to a ‘qualitative’ one, the emphasis will shift from the 
predominantly agricultural economy to ‘new’ sectors, such as services, energy and 
manufacturing industries. This evolution will affect not only the physical element of the 
demand for transport services but also its qualitative character. Amongst other changes this 
will mean a greater focus on the quality and range of services that satisfy user needs 
enabling those users to better meet their own development objectives. This will require the 
transport sector to promote more vigorously the integrated transport chains so that the much 
discussed inter-modalism becomes a reality. 

But the relationship between the economy at large and the transport industry includes 
another characteristic, viz. the one that relates to the transport industry as a factor in shaping 
the ways and rate at which the economy evolves. The relationship between the economy 
and transport is therefore reversible, they are mutually dependent. 

Evidence of the sector’s contribution to GDP suggests that output is not keeping pace with 
the level of growth required and therefore raises the question: has Ghana’s transport sector 
become a liability rather than an asset in further economic progress? Whilst an increase in 
transport charges would increase the sector’s contribution to GDP, this is not a solution. 
Transport costs already contribute far more to the cost of goods in sub-Saharan Africa than 
other regions of the world. Therefore, without a major effort to improve the transport sector’s 
performance, including reducing the cost of transport to users, future economic growth may 
be compromised.  

The mutual dependency between Ghana’s economy and its transport sector may soon be 
put to a severe test with the advent of oil extraction and processing. The estimated initial 
output is 120,000 barrels a day, consequently the production and marketing of this new 
wealth will put more strain on the already overstretched transport sector. New questions 
arise: will the crude oil be exported or refined locally in order to eliminate dependence on 
imports? If so, will a new refinery be built in the Takoradi area or will the crude be shipped to 
Tema? If the latter is the case, what kind of transport scheme will have to be put in place to 
meet the new demand?  

As may be indicated by the breakdown of figures on GDP, the current economic 
performance of Ghana’s transport sector may already be creating a backlog of unsatisfied 
demand for transport services. This must be dealt with before any additional demand is 
induced by the “oil bonanza” unless the new and old transport issues may turn the bonanza 
into disappointment.  

Transport, therefore, is not an end in itself but an element of the economic system. Whatever 
ways this system evolves has a direct bearing on transport and conversely, the transport 
system that does not evolve with the economy at large will sooner or later become a liability 
rather than an element of growth. 
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There is, therefore, a need to build a picture of the forthcoming macroeconomic demand for 
transport services so that transport plans can be properly formulated to meet those 
demands.  This report is organized as follows: 

Chapter 2 contains a review of Ghana’s current macroeconomic goals and performance; 
reviewing also the prospects for major changes in the Ghanaian economy. 

Chapters 3 and 4 present macroeconomic forecasts for the years 2009-2035 as the basis for 
forecasting the future demand for transport; considering also the prospects of the “Oil 
Economy” in Ghana. 

As is evident from the literature, there are many economic forecasts available for Ghana. 
The sources include: major financial and donor institutions (eg World Bank; International 
Monetary Fund, EU); the macroeconomic authorities of Ghana (The Bank of Ghana); 
commercial departments of foreign diplomatic representations (embassies and high 
commissions); private think-tanks; and intelligence monitoring establishments (eg the 
Economist). 

The forecasts presented aim to provide a realistic assessment of future economic 
performance that are based on an objective, non-partisan presentation of major trends, the 
Government of Ghana’s stated objectives for economic development and the evidence of 
Ghana’s past and current economic performance.  
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Chapter 2 Overview of Ghana’s 
macroeconomic performance and policy 

objectives 

1. Ghana’s macroeconomic policies 

GPRS I and GPRS II (Growth and Poverty Reduction Strategy) have been the cornerstones 
of Ghana’s recent macroeconomic policy. GPRS I was formulated around five thematic 
areas: macroeconomic stability, production and gainful employment, human development 
and provision of basic services, vulnerability and exclusion and good governance. Its 
objectives were not fully attained due to financial constraints and fragmentation of 
expenditure on programmes and projects2. 

These issues were addressed by GPRS II covering the years 2006-2009. The measures 
adopted were the following: (i) pooling of resources for financing expenditures associated 
with the implementation of the strategies, (ii) improved targeting of the mechanism of 
resource allocation, and (iii) alignment of MDAs (Ministries, Departments and Agencies) 
objectives with the strategic objectives of GPRS II. 

GPRS II is based on the following policies and strategies: 
� Macroeconomic stability 
� Private sector competitiveness 
� Human resources development 
� Good governance and civic responsibility 
� Monitoring and evaluation 

The total cost of implementing GPRS II was estimated at some US$ 8,063 million, of which 
the budget distribution was to be: Human Resources (55 per cent); private sector 
competitiveness (35 per cent); good governance and civic responsibility (10 per cent). 

The 2007 Annual Progress Report on GPRS II3 delivers a detailed analysis of the state of 
implementation of the strategy. The findings will not be repeated in this report but further 
comment is offered in the text on aspects of GPRS II objectives affecting fiscal management, 
monetary policy, real interest rates and exchange rates.  

Currently the National Development Planning Commission (NDPC) is preparing a 
Development Plan to cover the period 2009-2015. Key components are reviewed in sections 
2, 3, 4 of this Chapter.  

                                                      

2 Growth and Poverty Reduction Strategy. Costing framework 2006-2009. NDPC, November 2005, 
pp.1-2 

3 The implementation of GPRS II 2006-2009. The 2007 Annual Progress Report. NDPC, May 2007,p.3 
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2. New industrial policy for Ghana 

The NDPC’s current 7-year Plan provides a section on Ghana’s industrial policy within the 
covered period 2009-2015. This policy is based upon the following objectives: 

 
1. Accelerate industrial growth from the current level of 6-7 per cent to about 12 per cent by 

2015 
2. Double the industry’s share of GDP from the current 25 per cent to 50 per cent 
3. Increase the manufacturing sub-sector’s growth rate from 4.2 per cent  in 2006 to about 9 

per cent in 20154 
4. Increase the manufacturing portion of the industry’s share of GDP from 36 per cent in 

2006 to about 60 per cent5. 

The Plan stresses the necessity to increase the share of the industries which yield a high 
level of added-value input. On the basis of the 2003 industrial census it was concluded that 
manufacturing industries create many more jobs than mining or agriculture and that they 
should be the priority in terms of industrial development6. 

The Plan identifies three areas of industrial development:  

 
1. Processing for export output from the extractive industries and from agriculture 
2. Manufacturing goods for an expanding domestic and sub-regional market 
3. Efficiency-based manufacturing from imported inputs for export (this is known as re-

export, principally from free-zone areas)7.  
 

In-so-far as the processing of extractive industries’ output (principally minerals) and 
agriculture is concerned the aim is to move from low added value to high added value and 
the following generic sectors have been identified: 

 
� Food and beverages 
� Wood and wood products, such as furniture, paper  and paper products 
� Basic metal industries, especially aluminium 
� Jewellery and related products from gold and diamonds. 

The rationale behind the Manufacturing for the domestic and sub-regional markets area is 
the overall cost of transport which may be a major component of the price of goods 
consumed in Ghana and the neighbouring countries. For certain consumer goods imported 
from overseas the total cost of transport is the major component of the retail price. Therefore 
substituting imports with the local production of a vast variety of consumer goods can only be 

                                                      

4  It should be, however, remembered that the manufacturing industry’s output grew in 2007 by only 2.3 
per cent, down from 4.2 per cent recorded a year earlier. 

5 NDPC: Medium...op.cit; p.66 

6  Idem, p.83 

7 Similar to the Mexican “maquiladoras” exporting assembled goods from imported components from 
the US. 
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beneficial for the West African nations. However, these countries have to possess a 
competitive edge in the production of such goods. There are already signs that cheap 
imports from China, India or other Asian countries are causing closure of some small – scale 
manufacturing industries in the region. In support of this element, Government aims to 
support manufacturing of the following types of products: 

 
� Clay, pottery/ceramics and cement 
� Pharmaceutical and chemical products, petroleum products, rubber and plastics 
� Basic metal industries 
� Wood, wood products, furniture, paper products, printing and publishing 
� Fabricated metal products, machinery and equipment 

In-so-far as Efficiency-based manufacturing is concerned  the strategy is based on the 
assumption that even a country that lacks natural resources can still have a competitive 
edge in foreign markets if it possesses “…...... a relevant policy framework and the right 
incentive structure which includes highly developed pool of skilled manpower, low labour 
costs, efficient technology, an enabling macroeconomic environment, low costs of doing 
business and good infrastructure, among others”8.The example of South Korea, a leading 
shipbuilding nation, without any known basic raw materials is quoted as an argument in 
favour of this strategy. 

The Study Team believes that the above list could be expanded and it is expected that a 
stringent economic analysis would precede any operational plan for such industries to be 
developed. This, of course, falls outside the scope of the ITP project. However, the NDPC 
document provides a detailed description of this strategy. It stresses the necessity to 
increase the share of the industries which yield a high level of added-value input.  

The Development plan also includes Government’s proposal to use Business Clusters, 
Industrial Estates, Science Parks and Business Incubators as the vehicles for the 
development of international technology transfers and fostering of Research & Development 
(R&D). 

Even without an in-depth analysis of the above objectives, and in particular the doubling of 
the industrial sub-sector’s share in GDP, the output objectives and anticipated pace of 
change seem unrealistic. 

There appear to be some formidable obstacles which must be overcome to make this 
strategy work. For example, a survey by the Association of Ghana industries carried out in 
2006 identified the following barriers to industrial expansion:  

 
� Power crisis and its management 
� Cost of credit 
� Quality of power supply 
� Competition from imported goods 
� Bureaucracy 
� Access to credit 
� Access to Land 
� Corruption 

                                                      

8  NDPC: Medium-long term .. op.cit;p.68 
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� Taxation procedures 
� Lack of skilled workers9 
� Legal environment 
� Lack of communication facilities 
� Harassment by local authorities 

 

The poor performance of the manufacturing sector in Ghana since 1995 is blamed upon the 
inability of the economy to sustain the high growth momentum realized in the early years of 
the economic restructuring policy10. The major problems facing Ghana’s industrial sector are: 

 
� Fragmentation of the manufacturing sector, dominated by micro, small and medium scale 

enterprises 
� Inadequate financing for working capital, rehabilitation and modernization 
� The tight monetary policy causing the high costs of credit 
� Inability of certain enterprises created and developed behind the protective government 

policies to operate in a competitive environment 
� Low utilization of installed capacity 
� Obsolete technology 
� Inadequate raw material input and high cost of locally produced raw materials 
� Competition from imported goods associated with trade liberalization under the World 

Trade Organization (WTO) 
� Low level of aggregate demand resulting from low disposable incomes  
� Lack of adequate physical infrastructure 
� High domestic taxation and other forms of regulation 
� Lack of skilled manpower 
� Cumbersome industrial relation practices and inflexible labour regulations 
� Weak regulatory and legal environment 
� Lack of effective linkages with other sectors, especially agriculture, which provides the 

base of domestic raw materials. 

 

Other surveys, for example the one carried out by the Private Enterprise Foundation, come 
with similar conclusions.  

However, the single most decisive element in the overall picture of the Ghanaian industrial 
environment is the sector’s inability to improve productivity. As the NDPC document states11 
the average output per worker in Ghana declined by 0.12 per cent between 1960 and 1997 
despite a growth in factor accumulation (physical capital per worker) of 0.52 per cent and 
education per worker of 0.50 per cent. The decline in total factor productivity (TFP) was 
1.15%. 

                                                      

9 Low wage high cost labour paradox implies that despite low hourly wages labour costs in Ghana are 
not low due to various labour-related charges such as sick leave. 
10  NDPC: Medium...op.cit; p.63 

11  NDPC: op.cit; p.61-62  
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The reasons for that were the following12: 

 
� Lack of technical progress and use of outdated machinery. From 1970 to 1995 it was 

shown that there was consistent technological regression across the manufacturing 
sector in Ghana, which had a detrimental effect on productivity. 

� Inefficient use of capital due to inadequate skills levels and training of operators giving 
low levels of productivity of capital in Ghana.  

� Limited use of capital. Many business people state cheap labour as an excuse to forgo 
mechanization, which eventually increases costs in the medium and long term and, 
consequently, results in lower productivity, longer delivery times, higher wastage and 
poor quality of the final product. 

� Low capacity utilization which in Ghana is 62.8 per cent, and even less for Small and 
Medium Sized Enterprises (SMEs) (57.5 per cent). This leads to an increase in fixed 
costs and consequently total unit costs. 

Whilst the above shortcomings will require huge amounts of investment in both capital and 
human resources, significant changes will also be required in how industry is managed13 and 
organized. Whilst there is some evidence of initiatives to improve management14 and 
organization15 in Ghana, there is no clear picture of how the investment funds will be 
secured, how the new skills will be applied in practice nor how much of a culture change is 
possible in Ghana.  

Therefore whilst the NDPC conviction that the middle income status can be attained only if 
the structure of the Ghanaian economy changes substantially, it remains to be seen how this 
is likely to happen within the remaining years prior to 2015.  

3. New agricultural policy for Ghana  

Agriculture is and will probably remain for years to come the major contributor to GDP in 
Ghana. Although its share of GDP has slightly decreased over the past several years, this 
decline might have been the result of variations in the main crop yields and not so much on 
irreversible structural changes of the Ghanaian economy. Still over half the population is 
employed in agriculture and the country’s poorest of the poor live in rural areas. 

The Government is fully aware of the challenges faced by this sector of the national 
economy and of the need to modernize it. 

NDPC has identified several key problems faced by the sector16. These are: 

                                                      

12  Idem, p.65 

13 GIMPA (2003) Base line survey of corporate governance in Ghana, Accra: Ghana Institute of 
Management and Public Administration (GIMPA) 

14 Gilham A., (2004b) Corporate Governance in Ghana pg148-155 Corporate Governance in a 
Disparate World, 5th International Conference on Corporate Governance, London :World Council for 
Corporate Governance 

15 Danida (2003) Sector Programme Support Document, Business Sector Programme Support 2003-
2008, Ghana: Danish Ministry of Foreign Affairs 
16  NDPC: op.cit; p.91 
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� Traditional tenure system and the limits it imposes on large-scale commercial 
agriculture17 

� Low returns on investment and dominance of subsistence farming which yields low 
productivity 

� Lack of adequate investment in agriculture 
� Lack of proper and consistent management of post harvest activities. 

 

Despite these shortcomings the agriculture sector grows only marginally slower than the 
economy as a whole. Between the year 2000 and 2007 the average rate of increase of the 
agricultural output was 4.9 per cent, as compared to 5.2 per cent for the whole economy 
(see Table below). 

Table 1 : Growth performance of agriculture 2000 – 2007 

Sources: MOFEP Budget statements. Various additions after:  The Economy in 2006 and 
2007 (Institute of Statistical Social and Economic Research State of the Ghanaian Economy 

2006 and 2007) 

 

In the particularly good years for agriculture 2003 and 2004 its rate of growth outperformed 
the economy as a whole: 6.1 per cent to 5.2 per cent and 7.0 per cent to 5.8 per cent 
respectively. 

But the performance indicators for agriculture declined from the middle of the current 
decade. In 2006 agriculture rate of growth was 1.7 percentage points less than GDP. In 2007 
it was 2.0 percentage points less. 

Compared with other sectors of the Ghanaian economy the growth rates in agriculture were 
even more reduced. In 2007 industry’s growth rate was 3.1 percentage points higher than in 
agriculture. The difference was even more pronounced compared to the service sector which 
grew at 3.9 percentage points higher compared to agriculture. 

                                                      

17  Land ownership in Ghana is highly dispersed. Some 90% of farm holdings are less than 2 ha in size. 

Year Agriculture rate of growth (%) Economy as a whole (%) 

2000 2.1 3.7 

2001 4.0 4.2 

2002 4.4 4.5 

2003 6.1 5.2 

2004 7.0 5.8 

2005 4.1 5.8 

2006 4.5 6.2 

2007 4.3 6.3 

Average 2000 -2007 4.9 5.2 
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Irrespective of lower rates of growth agriculture remains the major contributor to the nation’s 
GDP and is the principal foreign exchange earner. It also generates the highest physical 
volumes of output. In 2007 agriculture generated 21.6 million metric tonnes of major crops, 
as compared to 21.0 million metric tonnes a year earlier; a 2.6 per cent  increase. That does 
not include cocoa beans, or some types of vegetables and fruit. The yields of major crops 
are shown in table below. 

 

Table 2 : Major crops in Ghana in 2005, 2006 and 20 07 (‘000 metric tonnes) 

  2005 2006 2007 

Maize 1,171.0 1,188.8 1,219.6 

Rice 142.0 150.0 185.3 

Cassava 9,567.0 9,638.0 10,217.0 

Yam  3,923.0 4,288.0 4,375.9 

Cocoyam 1,686.0 1,666.0 1,609.1 

Plantain 2,792.0 2,900.0 3,233.7 

Millet 185.0 165.0 113.0 

Sorghum 305.0 315.0 154.8 

Soybean 38.8 52.0 52.8 

Groundnut 420.0 520.0 301.8 

Cowpea 143.8 167.0 118.9 

Source: NDPC: The implementation of the GPRS II 2006-2009.2007 

Four major staples: cassava, yam, plantain and cocoyam represent a bulk of the crops in 
table 2. Their share was 87.8 per cent in 2006 and 90.0 per cent in 2007. In terms of the 4 
major crops above the food security of the country is maintained. The surplus was about 6.5 
million tonnes in 2007, some 30 per cent of the total output. This means that about 6.5 
million tonnes of agricultural produce is marketable. This, however, does not mean that all of 
the surplus is sold on the market, either locally, regionally or nationally. Because agricultural 
produce has low unit value, many producers cannot bear high transport costs and, as a 
result some of this produce is lost.  

In addition to the four main staples, Ghana produces other crops. The main cereal crop is 
maize with output stagnating at around 1.2 million tonnes between 2003 and 2007. One of 
the reasons for that is the declining acreage for maize: a 16.0 per cent drop since the peak 
year of 2002. This loss of acreage for maize was compensated by other crops: cassava, yam 
and plantain. The only other crop that lost acreage during this period was cocoyam. 

A crop that is especially important from the point of view of the present study is cocoa. It is 
an export commodity. Yields were somewhat erratic over the years and depended on both 
climatic conditions and agronomic practices. The main factor in the former case is rainfall 
which is highly unpredictable. Over the 2002/2003 to 2006/2007 season cocoa production 
averaged 640,000 tonnes but showed sizeable variations reaching almost 50% from one 
year to another (e.g. the 2003/2004 season over the previous one). 



Egis Bceom International 
 

 

Page 19 Integrated Transport Plan for Ghana 

Volume 2: Economic Analysis and Forecasts Final Version 

 

After gold, which together with raw diamonds, has always been the major export item 
cocoa18 is the major foreign exchange earner in Ghana. Between 2000 and 2005 export 
earnings from cocoa beans and cocoa derivatives increased almost four-fold (in current 
prices). That was due to both higher volumes exported and higher unit prices. This trend was 
maintained in 2006 and 2007. 

 

Table 3 : Exports of selected traditional commoditi es 2001-2005 (GH¢ billion) 

Commodity 2001 2002 2003 2004 2005 

Cocoa bean and Derivatives  3,173.10 2,536.50 6,301.90 5,892.50 7,186.30 

Gold 4,414.50 4,802.40 5,761.70 5,262.50 7,856.60 

Bauxite 56.20 110.60 89.50 17.90 35.20 

Manganese 197.00 190.30 251.30 39.50 n/a 

Diamonds(unsorted) 131.30 61.70 n/a 140.80 302.40 

Veneer Sheets 46.30 44.70 22.20 173.00 628.20 

Plywood 63.40 76.00 119.90 32.80 3,141.60 

Sources: Ghana statistical Services; after: Economic Survey 2001-2005. Accra 2007, p.96 

 

Such a dramatic increase in the value of cocoa exports had been the result of excellent 
crops in the season 2003/2004 and 2005/2006 and the high demand for Ghanaian cocoa 
products in the wake of the political unrest in the neighbouring Cote d’Ivoire It is believed that 
some of the Ivorian cocoa exports were diverted to Ghana.  

But this impressive increase in the value of cocoa exports was also due to inflationary 
pressures and the depreciation of the cedi. Measured in US$ the value of cocoa exports was 
as Table below (US$ million): 

Table 4 : Value of Cocoa export in US $ million 

Year Value 

2000 437 

2001 381 

2002 463 

2003 818 

2004 1,071 

2005 908 

2006 1,187 

2007 949 (first three quarters) 

Source: The State of the Ghanaian Economy….op cit, p.129 

                                                      

18 Apart from raw cocoa beans the other export coco-based products are cocoa paste, cocoa butter, fat 
and oil. 
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There have been sizeable up and downturns in the absolute volume of earnings from cocoa 
exports; the lowest (US$ 381 million) were recorded in 2001, the highest so far (US$1,187 
million) being realized in 2006.  

The production and export figures for main staples as discussed hitherto do not include the 
volumes of such fruit and vegetables as pineapples, mangoes, bananas, tomatoes, carrots, 
potatoes, cucumbers, onions, etc. They are produced in lesser quantities and consumed 
mostly locally. Per capita production of both legumes and cereals decreased in 2007 over 
the previous year from 33.5 kg to 20.5 kg and 82.4 kg to 70.2 kg respectively, a drop of 38.8 
per cent and 14.8 per cent. Such a considerable drop in production is attributable to several 
factors19, of which climatic conditions played a considerable role.  

On the other hand per capita production of roots and tubers recorded a growth from 836.4 kg 
to 856.0 kg or 2.3 per cent. Overall production of roots and tubers recorded a per capita 
surplus of 310.4 kg over the consumption needs.20 There is, however, a deficit in the 
production of cereals and legumes. 

Bearing in mind the dominant role of agriculture in Ghana’s economy the Government 
elaborated plans to modernize this sector. The Value-Chain concept has been adopted as a 
main framework for the modernization process of the Ghanaian agriculture. This concept is 
presented in Figure 1 below demonstrating how it can be applied to identify gaps in the chain 
and therefore, as in the case of the Millennium Investment Development Authority (MIDA) 
projects, identify areas for investment in production, transport and storage facilities. The 
principle applied to the agricultural value chain is similar to the principle of integrated supply-
chains already discussed in the Diagnosis Report. 

                                                      

19  See for instance: the State f the Ghanaian Economy op. cit; p. 137 

20  NDPC: GPRS II Progress Report 2007...op.cit;p.68 
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Figure 1 : Proposed Model of Agricultural Moderniza tion in Ghana  (The Value Chain Framework) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: NDPC: Medium …… op.  cit, p.  99 

PROCESSING 
(Value Addition, 
etc.) 

DISTRIBUTION 

-Wholesalers 

 

PRODUCTION 

IRRIGATION INPUTS 
CREDIT 

DOMESTIC 
MARKETS 

OUTGROWERS F/CBO 
RESEARCH/EXTENSION 

Research 
Road/Transport 
Energy/ Information 
(ICT) 

First Level 

Handling  – 
storage/sorting/grading/
packaging 

EXPORT MARKETS 



Egis Bceom International 
 

 

Page 22 Integrated Transport Plan for Ghana 

Volume 2: Economic Analysis and Forecasts Final Version 

 

There are two strategic economic objectives  for modernizing the agricultural sector: 

 
1. To increase incomes of agricultural operators, thereby reducing poverty 
2. To ensure food and raw material security for the population and for the industry. 

The strategic objectives have to be translated into a plan of action based on a series of 
specific key objectives. These will include:21 

 
� An increase in agricultural productivity through use of modern agro-technologies 
� An improvement in the post-harvest management and coordination 
� Promotion of agriculture-industry linkages 

 

The implementation of these measures will necessitate a total mobilization of the financial 
and other resources. The NDPC Plan provides a detailed description of these measures. 
Based on the Ministry of Food and Agriculture (MOFA) baseline survey of 2005, a plan for 
major improvement in production methods was elaborated. This plan foresees a major 
increase in the percentage of farming holdings using mechanized methods (an increase from 
40.2 per cent in 2005 to 80 per cent by 2015).The following Table contains figures based on 
MOFA survey to illustrate the expected changes. 

Table 5 : Percentage change (year on year) in the n umber of farmers using modern 
farm practices 

Farm practices 2005 2007 

Improved seeds 65.7 90.0 

Improved planting materials (other 
than seeds) 

26.0 50.0 

Use of fertilizers 49.9 80.0 

Mechanization 40.2 80.0 

Improved storage facilities 17.3 40.0 

Storage chemicals 35.3 60.0 

IPM methods 29.8 50.0 

Improved packaging 6.2 30.0 

Irrigation 5.6 15.0 

Source: Ministry of Food and Agriculture, 2005 baseline survey of farming households 

It goes without saying that the modernization of the Ghanaian agriculture sector will involve 
huge investment funds. Self-financing is not an option because, as it stands now, the 
agricultural sector produces low added value and the bulk of it represents a subsistence 
agriculture. 

                                                      

21  NDPC: Medium...o.cit; p. 101 
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There is also an inevitable contradiction between developing agriculture in parallel with 
industry. While this can theoretically be done in Ghana’s conditions there must be some sort 
of a trade-off between the two. The final choice of a right mix between agriculture and 
industry must be based upon a solid economic analysis and opportunity cost of forsaking 
one for the benefit of the other. Unless there is enough money to finance both sectors 
according to the proposed strategies, choices will have to be made.  

4. Development of Ghana’s service sector 

Today services are the modern engine of economic growth. In major developed economies 
the service sector provides ¾ of the domestic product. In Ghana it generates around 30 per 
cent of GDP. 

In order to attain the middle-income status by 2015 the service industries in Ghana have to 
substantially increase their contribution to GDP. But that can only be done with a strong 
Government support for the private sector, the main stakeholder in the service sector. 

It seems, however, that the current policies favour agriculture and industry. Those policies 
are warranted by the fact that the poverty reduction strategies are based on these two 
sectors, and in particular agriculture. But the progress of agriculture and industry is capital-
intensive whereas service industries are less-so. The service sector is particularly open to 
small and medium enterprises, has a smaller entry capital requirement, is more labour-
intensive than industry, requires generally higher skills levels and also requires higher 
productivity from its ‘human capital.’ 

Based on current figures, the service sector has performed better in Ghana than the 
economy as a whole. Provisional data for 2007 indicate that the real rate of growth in the 
service sector was 8.2 per cent, almost two percentage points more than the whole economy 
(see table below). The largest contribution to this growth came from finance, insurance, real 
estate and business services which grew by an astonishing 15 per cent, 2.4 times faster than 
GDP. Wholesale and retail trade grew by 10 per cent in 2007 over 2006. 

Table 6 : Growth rates (%) of service sector and su b-sectors 2002-2007 (constant 1993 
prices) 

Sector/Sub-sector 2002 2003 2004 2005 2006 2007* Average 02-07  

All Services 4.7 4.7 4.7 5.4 6.5 8.2 5.7 

Transport, Storage and 
Communication 

5.4 5.8 5.6 6.0 7.2 6.0 6.1 

Wholesale and Retail Trade, 
Restaurants and Hotels 

5.6 5.0 4.9 6.1 7.5 10.0 6.5 

Finance, Insurance, Real Estate and 
Business Services 5.5 5.2 4.8 5.6 7.6 15.0 7.3 

Government Services 3.6 4.0 4.4 5.0 5.7 6.0 4.8 

Community, Social and Personal 
Services 

4.4 4.1 4.2 4.3 4.2 5.0 4.4 

Private Non-Profit Services 3.1 3.3 3.3 3.8 4.5 5.0 3.8 

* projections in source document 
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Source: Ghana Statistical Service; Ministry of Finance and Economic Planning; after the 
State of ……   op.   cit,   p.  178 

 

The service sector in Ghana is divided into six sub-sectors as shown in Table below, a 
follows: 

 
1. Transport, storage and communications 
2. Wholesale and retail trade, restaurants and hotels 
3. Finance, insurance, real estate and business services 
4. Government services 
5. Community, social and personal services 
6. Private non-profit services 

The classification used by the Ghana Statistical Service may raise certain issues. For 
instance, the tourism industry which is the third largest foreign exchange earner22is not 
shown separately in GSS records. The ICT is lumped with transport and storage making it 
difficult to provide an accurate picture of development trends in this respect23. However, for 
consistency reasons it is necessary to stick to the traditional GSS classification. 

 

Table 7 : Share of service sector and sub-sectors i n total GDP 2002-2007 (at 
purchaser’s value) 

Sector/Sub-sector 2002 2003 2004 2005 2006 2007* Average 02-
07 

All Services 31.0 29.8 24.3 27.7 30.1 30.5 28.9 

Transport, Storage and 
Communication 

6.0 5.4 4.7 5.1 5.1 5.0 5.2 

Wholesale and Retail Trade, 
Restaurants and Hotels 

8.5 6.6 5.9 7.3 7.4 7.6 7.2 

Finance, Insurance, Real 
Estate and Business Services 5.2 4.3 3.6 4.2 4.6 4.8 4.4 

Government Services 8.8 8.4 8.2 9.3 10.5 10.5 9.3 

Community, Social and 
Personal Services 

1.9 1.5 1.4 1.4 1.8 1.8 1.6 

Private Non-Profit Services 0.6 0.9 0.5 0.6 0.8 0.8 0.7 

Source: Ghana Statistical Service; Ministry of Finance and Economic Planning; after: The 
State of …..  op.  cit,  p.  179 

From the transport industry’s perspective the performance of this sector is far from 
satisfactory. Not only is the rate of growth in transport, storage and communications lower 

                                                      

22  Receipt from tourists represented almost US$ 1.2 billion in 2007. The tourism industry provided 
some 60,000 direct and 147,000 indirect jobs. 

23 Separation between transport, storage and communication is needed. Through research the Study 
Team has found that the communication sub-sector, which is growing rapidly in Ghana, contributes 
around 0.5 per cent to GDP. 
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than that of the economy as a whole (6.1 per cent versus 6.3 per cent) but its share in the 
country’s GDP stagnates. Remembering that, in order to reduce the existing backlog of 
unsatisfied transport needs of the national economy and population, transport sector’s output 
should grow at least 1.5 to 2.0 times faster than GDP24. The actual performance of the sector 
is a reason for concern. 

The combination of a fast growing communication industry with transport may also conceal a 
situation where the transport sector proper may not be progressing in-as-much as its 
contribution to GDP is concerned.  

Evidence therefore suggests that the service sector, together with agriculture and industry, 
should be the real engines of economic growth in Ghana during the next 10 to 15 years. The 
reasons for this are of a combined economic and social nature.  

Agriculture for example, as it is likely to be for several years, will have a lower marginal 
productivity compared to other fields of economic activity. The economic case is made 
therefore to make a shift from an agricultural economy to a services economy. But, 
agriculture as also contains a large pool of labour which, whilst relatively less qualified, will 
be the pool of manpower that needs to be trained to develop other sectors of the national 
economy. Historical evidence shows that as the level of education and skills increases, 
young people of both sexes will increasingly try to break out from the vicious circle of rural 
poverty and move to urban areas in search of jobs. If jobs are not created for the newly 
qualified ex-rural population they will only increase the army of the urban poor. It is essential 
therefore that the Government policies create lots of jobs in the service sector whether these 
are based in the rural or urban locations. 

5. Analysis and review 

Ghana’s consistent macroeconomic growth has undoubtedly been the result of wise 
economic policies, a positive political climate and favourable world economic conditions. 

Like in other emerging economies, Ghana’s impressive growth might also have been the 
result of a low starting point, particularly after the turmoil of the 1970s and 1980s.  

To meet the objective of a middle income status of US$ 1,000 per capita25 by 2015, not only 
will the current rate of growth have to be maintained but it will have to substantially 
increase.  Studies suggest that in order to attain this goal GDP will have to grow at 8.5 per 
cent26 annually throughout the whole period.  

Doubt is cast on the practicability of such assumptions. Firstly, the 8.5 per cent growth can 
only be attained if two major macroeconomic conditions are met: inflation at a single digit 
and stable foreign exchange rates for the national currency. The assumed rate of 

                                                      

24 See Diagnosis Report (October 2008), p. 92 

25 The documents do not specify whether these are current or constant dollars. If the constant dollars 
are used the figure of $ 1,000 by 2015 will be much higher, probably in the region of $ 1,700 or even $ 
1,900. If the current dollars are used the figure of $ 1,000 by 2015 will be much lower in 2008 dollars, 
perhaps as low as $ 500-600. The Study Team is of the opinion that only constant dollars should be 
used to provide consistent values. But if this is the case the GDP per capita in real terms will have to 
double by the target year 2015. 

26 NDPC Medium Long Term Plan………..op. cit; p. 39 
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depreciation of the cedi should not exceed 3.5 per cent throughout the period under 
consideration. 

Regretfully these two conditions have not been maintained. In the fourth quarter of 2008 
inflation ran at 18 per cent, double the budgeted figure, while the cedi lost over 25 per cent of 
its value against the US dollar. The total debt hit 53.5 per cent of GDP at the end of 
September 2008, a 3.7 per cent increase over 2007. A downward correction of the GPRS II 
goals therefore seems inevitable. 

Perhaps the most crucial factor in the middle income status equation is hardly mentioned in 
most documents, viz. the demographic pressures .  The current rate of natural increase 
stands at 2.4 per cent. It was expected to consistently decrease to attain 1.7 per cent by 
2015. This seems unlikely because it would mean reducing it by one third by the target year. 
Without drastic demographic policy measures, the growth of population will put undue 
pressure on the economy and another important condition for Ghana’s continued economic 
growth will not be met.  

The recent developments in the world economy have also demonstrated how global 
conditions can undermine the prospects of attaining the macroeconomic objectives 
formulated in GPRS I and GPRS II. There are two major reasons for this: firstly the future 
growth of the Ghanaian economy is dependent on agriculture, still the highest contributor to 
the economy and employment27. Secondly, it is the volatility of commodity prices which, in 
the wake of a looming world recession, may take a sharp downward trend. 

There seems to be a widespread consensus in the Ghanaian economic policy circles that the 
country’s macroeconomic basis is narrow. Ghana is therefore vulnerable to external shocks: 
volatility of commodity prices, climatic conditions, regional tensions and fluctuations in global 
international trade and financial flows28. 

In spite of consistent growth rates of over 5.0 per cent in the first seven years of the current 
decade this growth has been achieved without any substantial changes in the 
macroeconomic structure of the economy. Figures in table below confirm that observation. 

Table 8 : Structure of Ghana's GDP by major sectors  2000-2007 (in constant 1993 
prices) 

Sector 2000 2001 2002 2003 2004 2005 2006 2007 

Agriculture 36.0 35.9 35.8 36.1 36.7 37.0 35.8 34.7 

Industry 25.2 24.9 24.9 24.9 24.7 24.7 25.4 26.1 

Services 29.7 29.9 30.0 29.8 29.5 29.4 30.0 30.5 

Others 9.1 9.3 9.3 9.2 9.1 8.9 8.8 8.7 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Source: ISSER: The state of the Ghanaian Economy in The State of the Ghanaian..... op.cit; 
p.10 

                                                      

27  Agriculture provides employment for 60 per cent of the population. Simultaneously, the highest 
incidence of poverty is found among the rural poor. 

28  Ghana: Meeting the Challenge of Accelerated and shared Growth. World Bank. November 2007, 
p.XIX 
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A closer look at the figures in Table above reveals that over time the share of the three main 
sectors of the Ghanaian economy has hardly changed.  That may suggest that there are 
indeed few good prospects for a major shift in the macroeconomic structure in the short to 
medium term, therefore denying Ghana the opportunity to evolve from an agriculture and 
resource-based economy to a more intensive one based on manufacturing and service 
industries. These changes are not going to occur during the current decade and unlikely to 
occur before the target year of 2015 for the attainment of a middle- income status. 

Shifting the emphasis from agriculture to industry and services appear to give the best option 
for continued growth in Ghana. But one has to be realistic. In order to succeed, Ghana must 
possess a competitive edge in the production of goods yet there are already signs that 
cheap imports from China, India and other Asian countries are causing closure of some 
small – scale manufacturing industries in the region. 

One of the most pragmatically critical publications on macroeconomic developments in 
Ghana is adamant: ‘’While there is no doubt that Ghana’s economy must be industrialized, 
the performance of Ghana’s industrial sector does not suggest that this can happen any time 
soon  unless there is a direct program to ensure the cha nge (emp. ITPG Study Team). 
The problems of the manufacturing sub-sector are most significant. Its 2.3 per cent growth 
rate in 2007 was down from 4.2 per cent in 2006. Even allowing for the negative impact on 
this sector of the energy crisis and the global fuel hikes it is obvious that manufacturing 
requires special attention’’29. It will also require huge amount of investment in plant and 
human capital as well as requiring a change in business operations and culture. Policies for 
all aspects of that change must be ready now. 

Ghana also has to reduce her dependence on foreign capital, particularly donations. In this 
time of a looming worldwide recession the grant stream will quickly dry out. Pragmatically 
also, the attainment of Middle Income Country Status will lead to an inevitable reduction in 
grant aid. Rather the Government must create a favourable climate for foreign direct 
investment. On the basis that consumption and investment are inversely related, it seems 
that with the investment to GDP ratio at some 30 per cent it is doubtful that more sacrifice in 
terms of consumption, both private and public, can be expected. 

Furthermore, and somewhat paradoxically, at the time of world financial crisis, when 
deflation increasingly becomes a mot d’ordre in the government and banking circles, Ghana 
is suffering from a double-digit inflation which undermines the country’s economic stability. 
There are certainly many reasons for that: a weak currency, inadequate fiscal and monetary 
policies, and whilst high prices of imported oil could have been a negative factor just a few 
months ago they can hardly be used as an excuse in the closing weeks of 2008 with 
petroleum prices at their lowest level in years. As a small, open, resource-based economy, 
vulnerable to external shocks, Ghana cannot avoid importing inflation. 

Foreign trade is a particularly fertile ground for imported inflation. With a perennial trade 
deficit that is growing, it is difficult to maintain monetary stability. The positive state of the 
country’s balance of payments, often portrayed in reports, is only a record of all financial 
flows of money into and out of the country. Thanks to such items as transfers of donors’ 
funds, Foreign Direct Investment (FDI) and last but not least, remittances by the  members of 
the diaspora,  the overall balance of payments is positive ( a surplus of US$ 413 million in 

                                                      

29 ISSER: The State of the Ghanaian Economy in 2007. University of Ghana. Legon. August 2008, p.11 
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2007). This, however, should not conceal the fact that the macroeconomic basis of Ghana is 
limited. 

Therefore, on the basis of current predictions and plans, restructuring of the Ghanaian 
economy appears to be necessary to render the country less vulnerable to external shocks 
and downturns and provide it with the base for sustainable economic growth required to 
attain middle income country status. 

Evidence shows however, that there are significant challenges, for example: the enabling 
environment for investment by the private sector; management, organization and productivity 
of Ghana’s industry and service sectors; knowledge and skills levels to drive the 
development of new services. 

The exposure of Ghana’s economy to the world economy together with the uncertainties 
affecting performance of each sector of the economy, and their ability to restructure in the 
required timeline, pose a significant challenge in forecasting economic growth and 
subsequently the future demand for transport.  
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Chapter 3 Macro Economic conditions 
in Ghana  

1. Macro economic forecasts in Ghana 

Research has shown that there are many economic forecasts available for Ghana. The 
sources include: major financial and donor institutions (eg World Bank; International 
Monetary Fund, EU); the macroeconomic authorities of Ghana (The Bank of Ghana); 
commercial departments of foreign diplomatic representations (embassies and high 
commissions); private think-tanks; and intelligence monitoring establishments (eg the 
‘Economist’). 

The following review selects three examples to illustrate the many differences and 
inconsistencies contained in them amplifying the difficulties of forecasting in Ghana.  

The first example is the macroeconomic forecast for Ghana by financial institutions. Data in 
Table 9 below present some forecasts for Ghana based upon estimates from the Bank of 
Ghana, World Bank and the International Monetary Fund. The forecast has been compiled 
by one of the leading intelligence units: Business Monitor International Ltd. A detailed 
analysis of these data reveals some troubling conclusions as follows:.  

Inflation: Prior to its sharp peak to 18.1 per cent in June 2008, inflation had shown a steady 
decline year on year. Since June 2008, forecasters predict a small decline to some 16 per 
cent to the end of 2008 with a prediction of 14 per cent for 2009. In September 2008 the rate 
of inflation stood at 17.9 per cent.30  

Budget deficit: Budgetary deficit, after peaking at 9.1 per cent in the third quarter of 2008, is 
expected to decline to 7.5 per cent in 2009. The key drags on the fiscal position are the lifting 
of import duties, the extension of energy subsidies and a significant increase in the salaries 
of the public sector. Risk related to the budget deficit is both downside and upside, like a 
prospect of extending of the lifting of import duties on additional products what will dent 
revenue. 

Total debt: At the end of September 2008 the total debt (domestic and foreign) stood at US$ 
7,683.4 million, up by 3.7 per cent over the corresponding period of 2007. That represents 
53.5 per cent of GDP. Domestic debt represents 28.1 per cent of GDP, while foreign debt 
stands at 25.4 per cent of GDP. 

GDP: It is given in current dollars, therefore cannot be compared with the long-term trend 
expressed in constant 1993 prices. The nominal GDP is expected to actually decline in 2008 
by 0.7 per cent. But in 2009 it is expected to increase exceptionally by 33.1 per cent over 
2008. It is not clear where such a huge leap could come from and the reliability of this 
forecast is questionable. So are the figures relating to the per capita income which, after a 

                                                      

30  See: The Influential Business Week of November 10-16, 2008. 
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small decline in 2008, is expected to jump by 30.3 per cent in 2009, and this despite a 2.1 
per cent increase in the number of people in Ghana. 

Table 9 : Macroeconomic forecast for Ghana by Busin ess Monitor International (BMI) 
“Business Monitor International” Ghana macroeconomi c indicators 2005-2009 

  2005 2006 2007 2008 (BMI 
estimates) 

2009 (BMI 
forecasts) 

Population, mn (4) 22.10 23.00 23.50 24.00 24.50 

Nominal GDP, US $ bn (5) 10.65 12.82 14.63 14.58 19.41 

GDP per capita, US $ (6) 482.00 557.00 623.00 608.00 792.00 

Budget balance, GHSbn (5) -0.60 -0.40 -0.70 -1.60 -1.60 

Budget balance, % of GDP (6) -6.20 -3.50 -5.20 -9.10 -7.50 

Consumer prices. % y-o-y, ave 
(5) 

15.10 11.00 10.70 16.00 14.00 

Consumer prices, % y-o-y, eop 
(5) 

14.80 10.50 12.80 16.00 12.00 

Exchange rate GHS/US$, ave (4) 0.91 0.92 0.93 1.050 1.13 

Exchange rate GHS/US$, eop, 
(4) 

0.91 0.92 0.95 1.18 1.07 

Exports, US$ bn (5) 2.80 3.73 4.22 5.36 6.16 

Imports, US$ bn (5) 5.35 6.75 8.19 10.64 12.24 

Trade balance, US$ bn(5) -2.54 -3.02 -3.96 -5.28 -6.07 

Current account, US$ bn (2,5) -0.81 -1.50 -2.14 -2.50 -2.79 

Current account, % of GDP (2,6) -7.62 -11.74 -14.66 -17.15 14.37 

Forex reserves (-gold), US$ bn 
(9) 

1.75 2.09 2.24 2.35 2.59 

Import cover. Months g&s (10) 3.20 3.00 2.60 2.20 2.10 

Foreign debt, US$ bn (3, 11) 6.70 3.20 4.00 4.20 4.70 

Foreign debt, % of GDP (12) 63.30 24.90 27.50 28.60 24.10 

Foreign debt, % of exports (12) 438.50 145.60 182.70 132.80 125.60 

Notes: (2) Including official transfers; (3) Total external debt; Source: (4) IMF.(5) Bank of Ghana; (6) 
Bank of Ghana/BMI; (9) IMF/Bank of Ghana; (10) IMF/Bank of Ghana/BMI; (11 World Bank; 12 World 
Bank/BMI. 

Source: Business Monitor International (BMI) 

Exports: Exports are expected to increase by 27 per cent in 2008 over the previous year and 
by 14.9 per cent in 2009, as compared to 2008. That is a much faster increase compared to 
previous years. In 2007 exports grew by 13.1 per cent, half the rate of increase compared to 
the 2008. It is not clear what lies behind such an optimistic rate of increase but the high 
commodity prices in the first months of 2008 might have been the reason. However, the 
looming danger of the worldwide recession and the falling commodity prices may 
dramatically change that forecast. 
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Imports: Imports are expected to grow by 30 per cent in 2008 over the previous year and by 
15.0 per cent in 2009 as compared with the year 2008. Same reservations as before apply, 
although it should be remembered that imports are predominantly composed of finished 
products and as such less prone to decline in prices compared to raw materials. 

Trade deficit: Trade deficit is growing fast. In 2007 it was higher by 31 per cent compared to 
a year earlier and 33.3 per cent higher in 2008 with respect to 2007. It is expected to grow by 
15 per cent in 2009. This huge, by Ghanaian standards, trade deficit constitutes a major 
drain on foreign reserves. Consequently, the coverage of imports with exports earnings will 
be only 50.3 per cent. Import cover with foreign reserves will further decline: from 3.0 months 
in 2006 to 2.6 months in 2007 and 2.2 months in 2008 and 2.1 months in 2009. 

Population: The forecasts of Ghana’s population vary and cannot be easily confronted with 
actual figures since the last census took place in 2000. All the figures for subsequent years 
are therefore estimates. BMI population figures are as below (in million persons): 
� 2005: 22.1 
� 2006: 23.0 
� 2007: 23.5 
� 2008: 24.0 
� 2009: 24.5 

This forecast gives the following rates of natural increase: 2006 – 4.07 per cent; 2007 – 2.17 
per cent; 2008 – 2.13 per cent and 2009 – 2.08 per cent.  The unusually high estimate for 
the year 2006 may be the result of some erroneous assumptions and it stands in a clear 
contrast to the figures provided for subsequent years. 

The population forecasts are of crucial importance. As stated earlier in this report the rate at 
which the Ghanaian population will grow will have a direct impact on the GPRSII and the 
macroeconomic Plan 2009-2015 objectives of the middle-income status by 2015. The ITPG 
Study Team’s forecast of Ghana’s population is provided in Demographic trends in Ghana 
2009-2035Chapter 49.1. 

Some of the macroeconomic factors presented earlier cast serious doubt, like, for instance, a 
33.1 per cent increase of nominal GDP in 2009 over 2008 and the resulting increase of the 
per capita GDP by 30.3 per cent. Such an increase in one year is inconceivable by any 
economic standards. It might have been the result of new income from oil but even that is 
insufficient to warrant that rate of increase. 

The second example, a forecast by the Economist Intelligence Unit as quoted from the 
respected weekly ‘’The Economist’’, is a sharp contrast to the BMI Forecast (see previous). 
The salient points of the forecast are presented in Table below. 

Table 10 : Country forecast overview: Ghana 2007-20 09. Key indicators 

  2007 2008 2009 

Real GDP growth (%)                        3.50 4.20 2.70 

Consumer Price Inflation (av. %)      10.74 16.40 11.70 

Budget balance (% of GDP)             -9.00 -10.50 -10.20 

Current account balance (% of 
GDP)   

-11.50 -12.70 -12.40 

Source: ‘’The Economist Intelligence Unit’’, November 4, 2008 
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Interestingly, the real GDP growth rates are much lower than the actual figure of 6.3 per cent 
quoted by GSS for the year 2007 for which the forecast gives a 3.5 per cent increase, almost 
twice slower. That may be the result of a different reference year or a different value of the 
GDP deflator used by the ‘’Economist’’. 

There is also a controversial concept of GDP measured as the PPP (Purchasing Power 
Parity). The figures in PPP are usually much higher that the real GDP (over 4 times higher). 
However, the most relevant conclusion from the analysis of the PPP trend is that there has 
been practically no increase in the rate of growth of 3.5 per cent between 2004 and 2007. 

The forecast rate of inflation of 11.7 per cent for 2009 may be on the low side compared to 
the trend, particularly in the light of a 12.4 per cent budgetary deficit and the deficit of a 
current account of 12.4 per cent. Again, assumption made could have been the reason for 
the discrepancy. 

The third forecast used to illustrate the diversity of economic forecasting for Ghana is one 
carried out by the commercial section of the Australian High Commission. It is based on 
several sources of information and is not quite consistent with the two previous forecasts 
presented earlier. Moreover its time horizon covers months rather than years, so its 
analytical value for ITPG is limited. Table below presents the forecast.  

Table 11 : Basic economic indicators for Ghana comp iled by the commercial section 
of the Australian High Commission 

Recent economic indicators 2003 2004 2005 2006 2007 2008 

GDP (US $ bn) (current prices) 7.6 8.9 10.7 12.7 14.9 16.8 

GDP PPP (US $ bn) (c) 22.1 24.0 26.1 28.7 31.3 34.2 

GDP per capita (US $) 384.0 436.0 513.0 594.0 676.0 747.0 

GDP per capita PPP (US $) (c)  1,113.0 1,176.0 1,251.0 1,339.0 1,426.0 1,516.0 

Real GDP growth (% change YOY) 5.2 5.6 5.9 6.4 6.4 6.9 

Current account balance (US $m) 127.0 -236.0 -754.0 -1,381.0 -1,896.0 -1,648.0 

Current account balance (% GDP) 1.7 -2.7 -7.0 -10.9 -12.8 -9.8 

Goods & services exports (% GDP) 41.9 38.4 36.1 na na na 

Inflation (% change YOY) 26.7 12.6 15.1 10.9 9.6 8.9 

Source: Australian High Commission. 

It is worth noting that Australia is not an important economic partner for Ghana with only a 
1.3% share in both exports to and imports from Ghana. The presented forecast is mainly in 
current prices so no long term trend can be established. 

The forecasts presented hitherto illustrate how the forecasts differ considerably in terms of 
coverage and numbers for particular macroeconomic indicators. Discrepancies may be very 
substantial which can render some indicators somewhat irrelevant. 

The Study Team is unable to discuss the merits and disadvantages of each and every 
forecast because no indication of the methodologies used by the different forecasters has 
been obtained. The purpose of presenting them in this report is to show how volatile the 
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forecasts may be, even when they are prepared by such reputable institutions as the 
‘’Economist Intelligence Unit’’ or the ‘’Business Monitor International Ltd’’. 

But even an imperfect forecast has its merits because it sets up some sort of trends and 
these trends can be updated and analysed, especially as more data becomes available.  

Whilst the forecasts are not scientifically ‘’perfect’’ those presented above have been 
compiled using a range of techniques by professionals with a practical knowledge of Ghana.  

Therefore, the Study Team has approached the challenge of formulating economic forecasts 
with a mixture of simple statistical tools and the practical knowledge and ‘evidence’ attained 
on Ghana’s economy and its transport sector.  These forecasts are commented upon in the 
practical context of the macroeconomic situation of Ghana. Advice from stakeholders has 
also been sought to have their extremely valuable contribution and comments. 

The forecasts presented further in this report will cover basic macroeconomic indicators, in 
principle consistent with the other forecasts presented here. The extent of coverage will differ 
from factor to factor depending on its actual and potential macroeconomic significance. 
Finally, as it has already been stated earlier, the forecasts and the assumptions thereof are 
subject to change, prompted by new economic and political situations that may arise 
domestically and internationally. 
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2. Review of current economic forecasts 2009-2015 

In the course of their research work and interviews with the forecasting units at NDPC and 
MoFEP, the Study Team found that no sophisticated econometric or VAR31 GIVE FULL 
DESCRIPTION forecasting models are currently used for macroeconomic projections 
beyond the GPRS II target year of 2009.  

Neither does the Medium-Long Term National Development Plan 2009-2015 use any 
computer-based forecasting models. Instead it provides a rather simple but practical 
approach of averaging growth rates and relating them to the rate of increase of the 
population in view of the policy objective of achieving the poverty reduction goals and 
reaching the middle income country status by 2015. 

This common sense approach is not without merit. Even without sophisticated computer-
based modelling it is obvious that poverty reduction objectives can only be attained if the rate 
of growth of GDP is much faster than the increase in population.  

In the context of forecasting the future demand for transport services the question is not only 
by how much does the growth of GDP have to outstrip the increase in population to reach 
the development targets but how realistic it is.   

The NDPC draft version of the 2009-2015 plan indicates that during the past 20 years real 
GDP grew at an average rate of 5.0 per cent. This rate translates into a real per capita GDP 
increase of 3.0 per cent. At this rate Ghana would need 25 years to double the real per 
capita rate of approximately US$ 450 a year32. That would not be good enough. 

This period could be cut almost by half (to 13 years) if the real per capita GDP increased at a 
double rate of 6.0 per cent. But that, too, means that the 2015 target would have been 
missed. 

To attain a 6.0 per cent real per capita increase would require a sustainable real GDP growth 
of 8.0 per cent33. 

But even at this rate of increase of GDP in real terms the 2015 goal could be missed. It is 
compulsory that a sustainable GDP growth of 8.5 per cent, as indicated by NDPC, is 
accompanied by a birth rate of 1.7 per cent, depreciation of the cedi of less than 3.5 per cent 
per annum and a single digit inflation of 9.6 per cent. Detailed assumptions for this scenario 
are presented in Table below. 

At the time of writing (late 2008) it has become obvious that the assumptions shown in Table 
below cannot be met. The preliminary figures for 2007 indicate that GDP grew at a rate of 
6.3 per cent, less than half the rate of 13.5 per cent, in the NDPC forecast. 

                                                      

31 Vector Autoregressive (VAR) models 

32  NDPC: Medium...op.cit; p.38 

33 Idem, p.39 
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Table 12 : Real GDP growth scenarios 

Year Real per 
Capita 

Birth 
rate% 

Exchange rate 
depreciation% Inflation%  GDP growth 

rate% 
Per capita 

growth rate% 

2006 342 2.6 3.9 10.0 6.6 4.0 

2007 401 2.5 3.8 9.9 13.5 11.0 

2008 460 2.4 3.7 9.8 11.0 8.6 

2009 533 2.3 3.6 9.7 11.9 9.6 

2010 605 2.2 3.5 9.6 9.7 7.5 

2011 678 2.1 3.4 9.5 8.0 5.9 

2012 750 2.0 3.3 9.4 6.6 4.6 

2013 833 1.9 3.2 9.3 6.9 5.0 

2014 917 1.8 3.1 9.2 5.7 3.9 

2015 1 1.7 3.0 9.1 4.7 3.1 

Average ─ 2.2 3.5 9.6 8.5 6.3 

Source: NDPC: Medium….op. cit. p.39 tab.2.22 

Population grew in 2007 by some 2.4 per cent which is in line with the NDPC forecast. 
Inflation, however, shot up to over 18 per cent by the end of the third quarter of 2008, almost 
twice the projected rate of 9.6 per cent. The cedi depreciated by over 25 per cent, mostly 
due to an unexpected surge of the US dollar which occurred despite the financial crunch in 
the summer of 2008 and fears of a worldwide recession.  

Long-term macroeconomic forecasting depends upon the identification of trends in past 
performance as the basis of future performance. Whilst unable to provide detailed figures 
they provide a framework in which macroeconomic planning can take place.    

But for the less developed countries such as Ghana long-term forecasting may prove 
impractical, mostly owing to the countries, dependence on outside factors. The recent 
financial and economic crisis sparked off by the near collapse of the international banking 
system is the best illustration of the weaknesses of the forecasting methods. The real 
problem is whether one should perform forecasts even with their built-in flaws or abandon 
them altogether. The answer is obviously ‘’yes’’. Any forecast, even an imperfect one, is 
better than the absence thereof. An imperfect forecast can be upgraded and updated. A 
missing one cannot. 

In the macroeconomic reality of Ghana forecasting is particularly difficult. Despite a positive 
growth trend in the past decade or so the trends are difficult to establish. The impressive 
growth of 5.5 per cent since 1999 might have been possible because of the very low starting 
point. As the time passes it will be more and more difficult to sustain. Volatility of the world 
economy, vulnerability of Ghana to external shocks, narrow economic base, high transport 
costs, low productivity of labour and capital, unbalanced regional distribution of wealth and 
economic activities, total dependence on foreign-controlled maritime and air transport, lack 
of meaningful regional integration are just a handful of factors which will impact on the future 
macroeconomic evolution of Ghana. 
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The Study Team has been confronted with a genuine dilemma as far as choice of 
macroeconomic forecasting technique is concerned. Modern forecasting models require 
enormous resources and a well concerted research effort. As an example, a 25-year 
macroeconomic forecast for Poland34 includes 211 econometric equations, plus several 
feedback equations. Statistical data requirements for the model are huge. 

It goes without saying that no such model can be applied in the Ghanaian reality as of now. 
Yet the basic assumptions for the model are valid here. They are presented in Table below. 

Table 13 : Outcomes of forecast and simulation anal yses for main economic 
categories: Poland 

 

Five - year periods Economic 
category Scenario 

 2001-5  2006-10 2011-15 2016-20 2021-25 
Optimist 6.4 5.2 5.1 5.1 5.0 
Baseline 5.0 3.5 3.9 4.0 4.0 

Domestic Final 
Demand 

Pessimist 3.6 2.8 3.0 3.5 3.2 
Optimist 4.9 3.5 3.8 3.9 3.5 
Baseline 4.4 2.9 3.4 3.8 3.6 

Private 
Consumption 

Pessimist 3.6 2.3 2.6 3.4 2.8 
Optimist 3.9 3.1 3.2 3.3 3.3 
Baseline 3.6 2.5 2.5 2.5 2.5 

Public 
Consumption 

Pessimist 3.3 2.2 2.2 2.5 2.4 
Optimist 11.3 9.0 7.4 7.1 7.3 
Baseline 7.4 5.1 5.4 5.1 5.3 Gross investments 
Pessimist 3.7 4.4 4.4 4.2 4.4 
Optimist 30.5 35.5 37.8 38.1 37.7 
Baseline 27.4 28.9 30.2 30.4 30.5 

Gross investments 
as a % of GDP 

Pessimist 25.3 26.4 27.6 27.7 28.2 
Optimist 11.3 9.8 9.6 9.7 9.5 
Baseline 9.3 7.8 7.6 7.4 7.5 Exports 
Pessimist 8.3 6.8 6.6 6.7 6.5 
Optimist 10.4 8.9 8.3 7.3 6.8 
Baseline 8.6 6.7 6.7 6.4 6.2 Imports 
Pessimist 7.1 6.4 6.4 6.1 5.8 
Optimist 6.4 5.3 5.6 6.6 7.2 
Baseline 5.0 3.7 4.1 4.5 4.8 GDP  
Pessimist 3.8 2.7 2.9 3.6 3.6 
Optimist 75.4 75.5 73.1 75.2 77.4 
Baseline 71.7 70.6 70.6 74.1 76.7 

Capacity 
Utilization Ratio 

Pessimist 71.5 72.4 74.2 78.7 82.6 
Optimist 8.3 5.6 7.0 6.8 6.6 
Baseline 7.6 3.4 4.1 4.3 4.4 

Fixed Assets 
(Machinery and 
Equipment) Pessimist 6.7 1.8 2.7 3.1 3.5 

Optimist 1.4 0.8 0.6 -0.6 0.1 
Baseline 1.3 0.8 0.5 -1.0 0.1 Employment 
Pessimist 0.7 1.1 -0.4 -0.5 -0.3 

                                                      

34  See: W. Florczak, W.Welfe: Long-Term Growth Scenarios for Poland to 2025. Paper presented at 
the 53rd International Economic Conference in Paris. March 2002. 
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Optimist 1.7 2.2 2.4 2.7 3.1 
Baseline 1.7 2.0 1.8 1.7 1.8 Total Factor 

Productivity (TFP) 
Pessimist 1.2 1.1 1.1 1.0 0.8 
Optimist 17.0 16.2 8.6 8.6 8.4 
Baseline 15.1 14.5 6.5 6.7 7.1 

Domestic Outlays 
For R & D 

Pessimist 4.0 4.0 5.0 5.0 5.0 
Optimist 7.1 7.1 7.1 7.1 7.1 
Baseline 7.1 7.1 7.1 7.1 7.1 

Foreign Outlays 
for R & D 

Pessimist 7.1 7.1 7.1 7.1 7.1 
Optimist 0.5 0.2 0.1 0.2 0.2 
Baseline 0.4 0.2 0.1 0.1 0.1 

Human Capital 
Per Employee 

Pessimist 0.5 0.1 -0.02 0.0 0.0 
Optimist 16.8 14.3 7.7 3.9 3.1 
Baseline 17.2 14.9 8.6 6.3 6.2 Unemployment 
Pessimist 19.9 15.7 12.5 8.6 9.2 
Optimist 6.2 4.9 4.1 3.6 3.6 
Baseline 5.3 4.1 3.6 3.6 4.0 

Real Household 
Income 

Pessimist 4.0 3.2 2.6 3.2 2.7 
Optimist 5.1 3.6 2.8 2.9 2.9 
Baseline 5.0 2.3 2.5 2.3 2.5 GDP Deflator 
Pessimist 4.6 4.2 4.7 5.1 4.7 
Optimist 5.2 3.8 2.9 3.1 3.4 
Baseline 5.2 2.8 2.7 2.2 2.4 Consumer Deflator 
Pessimist 4.8 4.6 4.7 5.1 4.8 
Optimist 4.7 4.7 4.6 4.4 4.2 
Baseline 4.6 4.5 4.4 4.3 4.2 

Exchange Rate 
USD/PLN 

Pessimist 4.5 4.7 4.9 5.2 5.4 
Optimist -5.4 -4.0 -1.6 -0.2 0.1 
Baseline -5.7 -4.6 -3.4 -1.4 1.6 

Current Account 
Balance 

Pessimist -5.2 -4.5 -3.4 -3.5 -1.2 
Optimist -2.0 -0.9 -0.6 -0.7 -0.8 
Baseline -2.0 -0.6 -0.2 0.1 0.2 

Budget Deficit (% 
of GDP) 

Pessimist -2.0 -0.5 -0.1 -0.2 -0.3 

Source: Long - term Growth Scenarios…. Op. cit; p. 118-120 

 

The analysis of data in table above, toutes proportions gardees, may be indicative for 
Ghanaian economy, as well. The key economic indicators, such as GDP, employment, 
inflation, debt, exports and imports,  balance of payments, consumption, investments, etc. 
should be a part of any forecasting exercise, whether based on sophisticated analytical tools 
or a relatively simple one.  

What is different between Ghana and the example presented in Table 13 is the absolute size 
of the economy and its structure. But as in the example above the actual development 
scenarios for Ghana must inevitably involve three variants for growth: low, medium and high 
growth. 

Such variants, or scenarios as they will be referred to further in this report, can be contested, 
as real economy but evolves around such scenarios. To be complete however, and in regard 
to the current economic climate, a fourth variant, comprising negative growth, should be 
considered by policy makers. 
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3. Macro economic conditions in Ghana and trends 

3.1 Overview of the macroeconomic situation of Ghana January to June 2009 

The rule of thumb has it that developing nations usually enter a recession with some delay 
compared with the industrialized world. This delay may be of anywhere between 6 months to 
a year, depending upon these countries’ economic performance. Figures from the developed 
countries, almost across the board, show that negative growth which was recorded in the 
last quarter of 2008, is continuing, with the exception of China still showing positive growth 
(6.7 per cent), although at a much slower pace that before. In the US the first quarter 
showed a negative growth of 4.7 per cent, only marginally better that the catastrophic last 
quarter of 2008. U.K., Japan, France, Germany, Italy and other industrial countries are all in 
recession. 

Ghana, however, has reportedly recorded a 7.3 per cent growth in 200835. No figures are 
available for the first quarter of 2009, but the Government’s Chief Statistician Dr. Grace 
Bediako is predicting growth of 5.9 per cent for 200936. 

Not only did Ghana perform spectacularly in 2008 according to the quoted sources, but the 
structure of the economy has also substantially improved. The share of agriculture in GDP 
has fallen to 33.6 per cent in 2008 and is closely followed by the service sector whose share 
increased to 31.8 percent, up from 30.5 per cent in 2007. Industry accounted for 25.9 per 
cent of GDP in 2008. 

The service sector led growth with a 9.3 per cent, followed by industry with 8.1 per cent and 
agriculture with a 5.1 per cent growth rate. In the industrial sector, growth in electricity and 
water sub-sectors was the most significant: 19.4 per cent whilst the construction sub-sector 
grew by 12 per cent. According to Mr. Duncan, Head of Economic Statistics at the Ghana 
Statistical Services37, spending on the productive sectors in areas such as construction and 
increases in earnings for public sector employees have had a direct impact on overall 
growth. 

However, the other macroeconomic indicators look much less promising. The year on year 
inflation stood in March 2009 at 20.5 per cent, up from 18.1 per cent in December 2008.The 
cedi continues its downslide against all major currencies. It buys US$ 1.00 at the rate of 
1.44, compared to 0.93 a year ago. There are quite serious prospects for its devaluation.38 
Simultaneously, the budgetary deficit is 14.9 per cent of GDP, way above the projections of 
the former Government. 

All the above figures cast serious doubt upon the projections for the year in progress as well 
as the periods immediately afterwards. But the Study Team have no chance to corroborate 

                                                      

35  ‘’Deficit Financing Spurred Growth’’. ‘’ Financial Intelligence’’, May 4th, 2009. 

36 Idem, p.3 

37  Op.cit,p.3 

38  Usually devaluation has positive impact upon exports but in the situation when exports cover 
roughly half of the cost of imports, as is the case in Ghana, devaluation of the cedi may not attain its 
purpose. As a matter of fact it may add to the current account deficit, as the cost of imports will 
increase to a larger extent than gains in export earnings realized through the devaluation of the 
domestic currency. 
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these figures at this stage and have to take them at their face value. What follows is a review 
of basic macroeconomic indicators in the light of the forecasting exercise that lies ahead. 

There are two likely explanations for the better than expected performance of the Ghanaian 
economy in 2008. The first is, as already mentioned, that the recession has not yet hit the 
country with its full strength and, secondly, that there has been a change in the accounting 
system by GSS. The Study Team have been informed that work is underway to reform the 
system of national accounting in order to better reflect the actual level of GDP. It is no secret 
that almost every country, including the ones with the most transparent accounting systems, 
have what is termed a ‘’parallel economy’’ or ‘’grey zone’’. Added to official statistics the 
latter will increase the GDP by 20-30 per cent. 

But even if these unofficial statistics are included and the GDP is re-estimated, the new 
figures will hardly change the trend. In order to be consistent and make GDP trend analysis 
possible, GSS will have to apply the same method across the board. 

GDP figures and other macroeconomic indicators are crucial for the forecasting process. 
What matters is not the absolute level of GDP but its relationship with the demographic 
trends, purchasing power, level of savings and investments. If these indicators do not 
improve, or simply decline, there is little chance that the welfare will improve. And the welfare 
of the Ghanaians depends first and foremost on people’s purchasing power or, putting it 
differently, on each and every individual’s net disposable income. 

The above issues constitute problems in themselves and the ITPG Study Team, whose first 
mission is to build an integrated transport plan, are not expected to get too deeply into 
details. They believe that a very succinct review of the last macroeconomic trends will suffice 
as a background for the definition of the development scenarios. 

3.2 Trends in GDP 2000-2008 

GDP is the most synthetic economic indicator that characterizes the performance of any 
given economy. Presented in constant monetary units, it gives a reasonably accurate picture 
of the path this economy has taken over a definite period of time. 

GDP statistics in constant cedi are published since 1993, the year the IMF helped to reform 
the system of national accounts in Ghana. Although, as mentioned earlier, a new system, 
believed to more accurately reflect the actual strength of the economy is underway, the 
Study Team will use the current system for which the most recent macroeconomic data are 
available. Table 14  below illustrates the GDP evolution since 1994. 



Egis Bceom International 
 

 

Page 40 Integrated Transport Plan for Ghana 

Volume 2: Economic Analysis and Forecasts Final Version 

 

Table 14 : Ghana: GDP evolution 1994 -2008 ( in con stant 1993 cedi) 

Years GDP in constant 1993 
prices (million cedis) 1993 = 100 

1994 3,999.1 100 
1995 4,160.0 104.02 
1996 4,351.2 108.80 
1997 4,533.9 113.37 
1998 4,746.8 118.70  
1999 4,956.9 123.95 
2000 5,142.1 128.55 
2001 5,357.1 133.96 
2002 5,600.8 140.05 
2003 5,894.7 147.40 
2004 6,235.8 155.93 
2005 6,598.5 165.00 
2006 7,007.6* 175.22 
2007 7,449.1** 186.65 
2008 7,992.9*** 199.87 

Sources: Various publications by the Ghana Statistical Services 

 

* Estimated from announced rate of growth of 6.2 per cent 

** Estimated using announced rate of growth of 6.3 per cent39 

*** Estimated using  announced rate of growth of 7.3 per cent 

Data in Table 14  indicate that during the 15-year period between 1994 and 2008, the real 
GDP has almost doubled from 4.0 billion cedi to nearly 8.0 billion. That implies an average 
rate of increase of 6.7 per, cent which is an impressive performance. 

This excellent average notwithstanding, it should not be forgotten that figures for the period 
2006-2008 are still not fully corroborated. The declaration by Dr. Bediako of GSS40 implies 
that the actual rate of growth for 2007 was not 6.2 per cent, as previously announced, but 
5.7 per cent. That may also imply that all the other growth rates are subject to a downward 
revision. 

If the rate of 5.7 per cent is substituted for the  6.2 per cent figure for 2007 ( there are no 
practical means to verify these figures at this stage), then the GDP for 2007 will not be 
7,449.1 million cedi in 1993 prices but only 7,407.0 million cedi,  i.e. 0.5 percentage point 
less, which translates into 42 million 1993 cedi. Consequently, the 2008 figure will not be 
7,992.9 million but 7,947.7 million 1993 cedi, viz. 45.2 million less. 

But these reporting imperfections do not change the fact that during the period under 
consideration there has been an impressive average growth in excess of 6 per cent in real 
terms. What is more important is the fact that the growth trend was uninterrupted throughout 
the whole period spanning over 1.5 decade. 

GDP on its own is only meaningful in-as-much as it is related to other macroeconomic 
indicators, and in particular population, inflation, deficit, balance of payments, to name just 

                                                      

39  This rate of growth has subsequently been lowered to 5.7 per cent 

40  See footnote no.5 above 
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the most important ones. A fast growing population may undermine growth, while the 
declining value of the local currency will put a strain on other indicators, such as the current 
account and, by extension, the balance of payments. The following sections cover in a very 
succinct form the other macroeconomic indicators for Ghana in the corresponding period of 
time. 

3.3 Demographic trends in Ghana 

Ghana’s population grew tenfold in the past 85 years, from just slightly over 2 million in 1921, 
in the year 2005 it was estimated at 21 million. 

There are some indications of under-count during the period before and after WWII but the 
overall rate of increase of the country’s population is rather high. It has been the result of 
declining mortality and constant fertility levels. Between 1921 and 2000 (the year of the last 
population census) the average rate of natural increase was almost 2.8 per cent. 

What is more important is that the rate of increase in the number of people seems to have 
accelerated in the past few decades. It took almost 30 years for Ghana’s population to 
double between 1921 and 1951. But in the forty years 1960-2000 it almost tripled. Overall, 
the rate of the increase has never fallen below 2.7 per cent during this period and even 
hovered to nearly 3 per cent per annum until starting to slowly decline to 2.8 per cent in the 
early 1990s41. 

The prevailing opinion has it that Ghana’s fertility rate will not decline to a replacement level 
until 2030-2050 and the population is expected to increase for a considerable period of time 
into the later part of the 21st century42. 

It is obvious that demographic trends are of crucial macroeconomic importance in Ghana. It 
is important to emphasize that population is the only major factor that interacts with all the 
other variables in the developing equation.  

“Unless serious and conscious attempt is made to pu t population at the core of 
development, all efforts to improve human well bein g and reduce poverty will not be 
sustained. Stabilization of the population is there fore an essential requirement for 
sustained economic growth and sustainable social an d economic development. 
Effective management of the population must, theref ore, be one of the major concerns 
of all Ghanaians in the coming decades ( emphasis ITPG)”43. 

No macroeconomic progress is likely, and consequently the poverty reduction strategy, 
without bringing the rate of natural increase to a simple reproduction level of 2.1 children per 
woman of a child bearing age (15-49 years). But the declining fertility does not necessarily 
mean declining population growth rates. When fertility declines from high to low levels (as is 
happening in Ghana today) population tends to be characterized by unusually large 

                                                      

41 Ghana: Population Data Analysis Report. Volume. I: Socio-Economic and Demographic Trends. 
Ghana Statistical Service 2005; pp. 1-2 

42  Idem, p.6 

43  Op.cit; p.218. 
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proportion of males and females in their reproductive years, leading to large numbers of 
births, even though fertility rates are low.44 

Table 15 : Population growth in Ghana in the years 1921-2000 

Inter-censal period Population increase 
(thousands) 

Percentage 
increase 

Average annual 
rate of growth 

1921-1931 866 193 3.2 

1931-1948 955 30 1.6 

1948-1960 2,608 63 4.1 

1921-1960 4,429 193 2.8 

1931-1960 3,563 113 2.7 

1960-1970 1,832 27 2.4 

1970-1984 3,737 44 2.6 

1984-2000 6,616 54 2.7 

Sources: 1921, 1931, 1948,1960,1970,1984 and 2000 Population Censuses. 

 

Figure 2 : Evolution of Ghana’s Population 1921- 20 00 (thousand) 

 

 

 

 

 

 

 

 

 

 

Sources: Population Data Analysis Report. Volume. I: Socio-Economic and Demographic 
Trends. Ghana Statistical Service 2005 

 

The last population census was carried out in 2000 and all the subsequent data are merely 
estimates.  The Table below indicates trends in population between 2000 and 2008. 

                                                      

44  See: S.K.Gaisie: Ghana’s Changing Demography: Consequences and Policy Implications.’’The New 
Lagon Observer’’ Vol.2 No.8,May 2008,p.16 
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Table 16 : Evolution of Ghana’s population 2000-200 8 

Years Population (thousands)  

2000 18,912.10 

2001 19,379.50 

2002 19,883.30 

2003 20,370.60 

2004 20,859.50 

2005 21,367.00 

2006 21,876.00 

2007 22,387.90 

2008 22,900.90 

Source: Study Team’s projections based on population figures by GSS. Rate of natural 
increase: 2.6 per cent. 

 

Between 2000 and 2008 the population of Ghana increased by 21 per cent. That represents 
an average increase of 2.6 per cent per annum. It is believed that a rate of natural increase 
of 2.1 per cent is a rate of simple reproduction at which the population stabilizes. GPRS II 
was based on the principle that that rate would fall under 2.0 per cent, and eventually even 
to 1.7 per cent45. 

This fall in the rate of natural increase seems quite improbable. This report provides further 
population forecasts based on various scenarios of the rate of natural increase. At this stage 
it is worthwhile reminding that this rate changed little over the whole period after 
independence in 1957. It was 4.1 per cent in the period 1948-1960, 2.6 per cent in the years 
1970 to 1984 and 2.7 per cent between 1984 and the year 2000. 

If the population is unlikely grow at a reduced rate, any improvement if welfare of the 
Ghanaians can only come from accelerated and sustainable economic growth. The following 
section discusses the issue of the per capita GDP in Ghana in the period 2000-2008. While 
the GDP per capita may bear a number of drawbacks, it is universally accepted as a 
synthetic measure of economic progress of a given nation. 

 

3.4 Evolution of the GDP per capita indicator 

Two major factors determine the level of the per capita GDP: 1) the overall volume of GDP, 
and 2) the size of population. When the rate of increase of the former one exceeds the rate 
of increase of the latter, then real GDP per capita will increase. And that increase is a 
measure of economic development.  

The table below contains figures on GDP, population and GDP per capita in the period 2000-
2008. It is expressed in the constant 1993 cedi. Obviously, these figures that are void of the 

                                                      

45 NDPC assumed that the rate of natural increase would be falling continuously to reach 1.7 per cent 
in 2015. Such a fall was one of the conditions for the attainment of the middle income status in 2015. 
See: NDPC: Medium-Long Term National Development Plan 2008-2015. February 2008, p. 39 
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impact of inflation, appear to be rather low. They are much higher in current cedi and the so 
called international, or Geary Khamis  dollars46.  These differences notwithstanding, only 
constant monetary units can adequately reflect economic growth of a country with regards to 
its people. 

 

Table 17 : GDP, population and GDP per capita in Gh ana 2000-2008 

Years 
GDP in constant 

1993 prices (million 
cedis) 

Population 
('000 

persons) 

GDP per 
capita (cedi) 

2000 5,142.1 18,912.1 271.9 
2001 5,357.1 19,397.5 276.2 
2002 5,600.8 19,883.3 281.7 
2003 5,894.7 20,370.6 289.4 
2004 6,235.8 20,859.5 298.9 
2005 6,598.5 21,367.0 308.8 
2006 7,007.6 21,876.0 320.3 
2007 7,449.1 22,387.9 332.7 
2008 7,992.9 22,900.9 349.0 

 

Source: Computed from data in previous tables 

It should be emphasized again that the figures in Table 17 above are in constant cedi of 
1993.  GDP in current prices was obviously much higher, but it includes inflation which 
precludes comparisons over time. Consequently, only constant prices provide base for year-
to-year comparisons of GDP per capita. 

This indicator evolved slowly over time. In fact, between the year 2000 and 2008 GDP per 
capita grew only by 28.3per cent, viz. only marginally faster than the increase in population. 
GDP itself grew over the same period of time by 55.4 per cent, i.e. almost twice as fast as 
the per capita figure. What this implies is that the increase of GDP was insufficient to 
compensate for the increase in the number of people or, putting it differently, increases in 
population have to a large extent ‘’ consumed’’ the results of economic growth in Ghana in 
the period under review. 

Undoubtedly, the use of current dollars may very well make things look much better. In 2007, 
GDP in Ghana in current prices was almost 1.4 trillion old Ghana cedi (equivalent to 140 
billion new cedi) but it included inflation and was thus meaningless. 

International comparisons use the Purchasing Power Parity (PPP) which put Ghana at 150th 
position amongst the nations of the world with GDP (PPP) per capita of 1,426 dollars (IMF). 
This indicator is reflective of the differences in terms of the cost of living of various countries. 

But in real terms there is no doubt that GDP per capita in Ghana is very low. It would take 
GDP of many times over the present value to substantially improve the country’s standing in 
this respect, even assuming that the population will not grow more than at the simple 
reproduction rate of natural increase. 

                                                      

46  See: ITPG: Economic Analysis and Forecasts. January 2009, p.51 
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There is another aspect of the GDP per capita indicator which relates specifically to the 
question of the exchange rate. The depreciation of the cedi ‘’ worsens’’ the indicator. It would 
then appear that the welfare of the citizens deteriorates. It would be the case if the 
Ghanaians spent their money beyond the country’s borders. They would simply be able to 
buy less with their currency. But while this is not entirely the case, the fact remains that 
imports constitute a large portion of Ghanaians’ consumption. Indirectly then, depreciation of 
their currency   has a negative impact upon their quality of life. 

 

The International Monetary Fund has produced a forecast of GDP per capita in international 
dollars. Ghana’s figures of this forecast are given below in Table below. 

 

Table 18 : Forecasting of GDP per Capita (internati onal Dollars) 

Year 2008 2009 2010 2011 2012 2013 
GDP 1,516 1,617 1,726 1,846 1,968 2,089 

Source: International Monetary Fund: World Economic Outlook Database. April 2008. 

 

During this forecast period Ghana’s GDP per capita in international dollars would grow by 38 
per cent, a rate of growth which will still fall short of the 2015 goal of US$ 1,000 real per 
capita GDP. 

The ITPG Study Team is of the opinion that the Geary-Khamis, or international dollars, 
cannot be used as a benchmark for long-term projections of GDP and GDP per capita in 
Ghana, since the picture they give may be distorted , despite its attractiveness in terms of 
absolute figures. The GDP of over US$ 33 billion dollars as calculated using international 
dollars looks much nicer than US$ 7 billion in real terms. 

However, the latter figure may also be misleading, as it is impacted by the declining value of 
the national currency against the US dollar. How much distortion is involved is hard to say as 
the two sets of figures are not comparable with one another. The core of the problem lies 
elsewhere. It is the fact that Ghanaian economy strongly depends on foreign trade and 
particularly imports which include almost every manufactured good: from kitchen wares to 
computer hardware, passing through machinery and equipment. Imports represent 54 per 
cent of GDP and exports 28 per cent. The so called Trade Intensity Index (TII), also used as 
a crude measure of the degree of openness of the economy was 0.82 in 2007. The index is 
the sum of imports and exports to GDP. It declined slightly from 0.84 in 2006. 

“As with many Sub-Saharan African countries the major problem facing Ghana is not trade 
reform per se but rather how to diversify and increase exports. Appropriate policies are 
necessary to reduce varied constraints on supply response, increase transport and 
marketing efficiency, and encourage investment. To benefit from trade, and channel these 
benefits into helping reduce poverty, Ghana needs to increase the flexibility and efficiency of 
resource use so that it can be competitive in global markets. To date, there is little aggregate 
evidence that the trade policy reforms and liberalisation since the late 1980s have produced 
a significant export response. Exports have not increased consistently, and imports have 
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tended to grow faster than exports following liberalisation, widening the trade deficit and thus 
constraining growth.”47 

Should Ghana be less dependent on foreign trade the PPP-based GDP figures would be 
more meaningful. In a hypothetically closed economy the figure of 33 billion dollars would 
have benefited the population and contributed to reducing poverty. But Ghana is not a closed 
economy and foreign trade is an important factor of economic growth. The problem is its ill-
suited structure, particularly of the export side. 

All in all a traditional approach to the issue of economic growth is the only relevant solution. 
It consists in measuring development in real terms, i.e. using a deflated GDP over time. 

For the purpose of this report we shall use the forecast GDP and relate it to the projections 
of population as discussed in Chapter 4. The result will be the forecast real GDP per capital. 
The assumptions for this computation are as below: 

 
� Forecast real GDP according to constant prices of 1993. This is a necessary conditions to 

make consistent comparisons between years; 
� Three growth scenarios and three scenarios for population projections; 
� Rate of exchange of US$ 1.00= Gh¢ 1.00, particularly for the later parts of the forecast 

period.  

 

3.5 Employment 

The level of employment in absolute terms is the function of two main factors: 

 
1. The size of active population 
2. The rate of unemployment 
 

Each of these two variables further depends on a number of other factors not discussed 
here. Employment is the major source of income earning and employment statistics are 
crucial for any macroeconomic analysis. Unfortunately, employment and unemployment data 
in Ghana are either soft or non-existent which makes any meaningful analysis difficult48. But 
wealth is created principally through employment, and the absence of relevant statistics may 
render a macroeconomic analysis practically impossible. The size of labour force, its 
structure, spatial distribution, productivity, etc…, determine the pace of economic growth. 
Per analogiam it will be extremely difficult to provide any detailed forecasts on the absolute 
size of the labour force and its composition. 

The only tangible statistical data on employment are provided in Volume 2 of the Ghana 
Population Data Analysis Report49. The present report relies heavily on these data which, 
even if somewhat obsolete, provide an insight into labour statistics in Ghana. The main 
characteristic of the labour market in Ghana is the dominance of the private sector. More 

                                                      

47 The State of the Ghanaian economy ...op.cit; p. 101 

48  The State of the Ghanaian Economy ...op.cit; p.152 

49  Volume 2: Policy Implications of Population Trends. GSS 2005, p. 294- 327 



Egis Bceom International 
 

 

Page 47 Integrated Transport Plan for Ghana 

Volume 2: Economic Analysis and Forecasts Final Version 

 

than 90 per cent of the workforce in Ghana is employed by the private sector50. But the 
majority of workforce in the private sector is employed in what is euphemistically called the 
‘informal’ sector. This leaves the formal private sector with less than 10 per cent  of the total 
employment51.The vast majority of those employed in the informal private sector are actually 
underemployed and constitute a statistical counter-balance to otherwise unemployed 
masses. 

No wonder there are so many problems with gathering relevant labour statistics in Ghana as 
no records are kept of the informal private sector. Estimates are therefore the only way out of 
this dilemma. 

The GSS document52uses the concept of ‘’activity rates’’ to evaluate the present and future 
labour force in Ghana. Activity rates are projected using one of the following methods: 

 
� Trends in activity rates of the economically active population for future years are 

determined through extrapolation of the past trends, 
� Current activity rates will be maintained for the future periods, 
� Future activity rates will be the same as the current rates in the more developed areas of 

the country, 
� Activity rates will depend on projected changes in such factors as the country’s 

manpower needs, school enrolment, growth of urban population, development of pension 
schemes and nuptial and fertility rates53. 

The analysis of activity rates in the 1970-2000 period indicates that while there was an 
increase in the rates in the period 1970 to 1984 a declining trend was observed in the 
subsequent years. Changes in the educational system, which keep young people in school 
rather than releasing them into the job market, is a partial explanation of this downward 
trend. 

The forecast, as presented by GSS, is shown in Table below. Figures show that during the 
forecast period of up to 2025 the projected labour force would double from 8.3 million in 
2000 to 16.9 million people in 2025, an average rate of increase of 2.9 per cent annually, 
faster than the rate of growth of the entire population. This signifies increased activity rates, 
a positive sign from macroeconomic point of view. That will help to ease the dependency 
burden of the working population. In 2000, total dependency ratio was 87.1. It would drop to 
81.0 by the end of the projection period. This signifies that one working person would have to 
support eight non-working people against nine in 2000. 

Changes are expected in both the age and gender structure of employment but these are of 
lesser importance for this report. The major conclusion from the analysis above is that the 
doubling of the work force would imply, ceteris paribus, doubling of job opportunities and 
therefore potentially doubling work related travel! It remains to be seen if the national 
economy of Ghana will have this absorption capacity throughout the analysed period. 

                                                      

50  See: Private Sector in Ghana: Contributing to Employment, Growth and Social Responsibility. ‘’The 
New Legon Observer’’.Vol.2 No. 10, June 2008, p.1-2 

51 W.Baah-Boateng: How has the Private Sector Fared in Ghana’s Employment Generation Agenda? 
‘’The New Legon Observer’’.Vo. 2,No.10.June 2008,p.14 

52  Policy Implications of Population Trends...op.cit; p.318 

53  Idem 
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Table 19 : Projected labour force of Ghana by age a nd gender 2005-2025 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Projections based on the 2000 population and housing census 

2005 2010 2015 2020 2025 Age 

Group Male Female Male Female Male Female Male Female Male Female 

15-19 428,221 433,822 498,975 508,688 562,957 579,098 633,406 638,920 680,579 684,449 

20-24 641,757 659,173 744,485 755,954 868,885 887,646 981,647 1,011,676 1,106,013 1,117,411 

25-29 659,684 668,781 779,047 760,526 905,003 873,295 1,058,029 1,026,984 1,197,235 1,171,978 

30-34 610,111 615,137 707,555 703,744 836,050 801,189 973,329 921,777 1,139,863 1,085,616 

35-39 523,498 536,785 612,984 620,430 710,714 710,573 841,800 810,866 981,319 934,495 

40-44 445,546 452,951 516,000 530,999 604,339 614,455 702,592 705,560 833,226 806,620 

45-49 375,916 363,819 433,730 442,989 502,363 519,942 590,806 603,321 688,678 694,134 

50-54 305,597 283,850 356,953 341,516 412,187 416,542 479,638 490,393 565,841 570,322 

55-59 227,891 206,238 279,975 260,490 327,721 314,257 380,353 384,665 444,292 454,166 

60-64 161,263 144,964 183,430 167,647 226,300 212,633 266,354 257,681 310,606 316,636 

65+ 390,076 354,160 390,108 360,153 413,384 386,538 472,469 448,922 555,606 538,971 

Total 4,769,561  4,719,679 5,503,228 5,453,137 6,369,903 6,316,168 7,380,450 7,300,767 8,503,259 8,374,798 
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3.6 Inflation 

Forecasting future levels of inflation resembles very much weather forecasting. It can only be 
done for short periods of time and even then the reliability of such forecasts is questionable. 
But some kinds of trends are necessary if the analysis is not going to be totally distorted by 
the inflationary spiral that creates the illusion of economic growth. 

Expectations with regards to single-digit inflation in 2008 have not materialized. On the 
contrary, the rate of inflation started an upward trend in late 2007 and continued throughout 
2008.and 2009. While it stood at 16.88 per cent in May 2008, 18.31 per cent in July and 
18.10 per cent in December 2008, inflation increased to 20.34 and 20.53 per cent in January 
and March of 2009 respectively.  

Two major factors contribute to high inflation in Ghana: growing budgetary deficit and 
deteriorating current account. Both put pressure on the currency which lost 40-50 per cent of 
its value against the US dollar and other major currencies.54Increased cost of imports is 
simply passed on to the consumers which practice spurs further inflation. Moreover, the 
worldwide recession of late 2008, triggered off by the financial crisis earlier that year, sent 
the oil prices tumbling. In early December 2008, one barrel of crude oil cost US$ 45, a far cry 
from the peak of US$ 147 in July 2008.  

The Ghanaian economy does not react to recession the way the industrialized countries do. 
The latter are rather feeling deflationary effects of the world wide recession. But no one is 
sure how deep this recession will be and how low the prices will fall. But in Ghana there are 
hardly any signs of major price reductions. This brings us to conclude that inflationary 
pressures in Ghana may be caused by other factors compared to those in the industrialized 
world. Nonetheless, Ghana is going to feel the pinch of falling commodity prices and that 
sooner rather than later will impact on the performance of the economy. 

The target inflation for end of 2009 is now put at 12.5 per cent, an upward correction from 8-
9 per cent forecast in the last year’s budget. But even that target may be unattainable 
bearing in mind the grip the Bank of Ghana is now putting on interest rates. The prime rate of 
18.5 per cent has been extended until the end of the present quarter despite protests by the 
business community, especially SMEs who find it more and more difficult to secure financing 
for their activities. 

Imported inflation is just one of the factors of the inflationary trends in Ghana. Budgetary 
deficit (see the next section) is another. But the weakening currency is the most worrisome 
trend which persists despite the announcement of the robust growth of 7.3 per cent in 2008. 

Inflation is basically an internal economic problem of a country but it is not without influence 
on its position internationally. It weakens this position and discourages potential investors 
who fear erosion of their profits while keeping high operating cost. So, in the long run, 
inflation invariably hurts the economy. 

But the biggest danger of a prolonged inflation is the erosion of the income base of ordinary 
Ghanaians. The cost of leaving has risen substantially over the past 12 months, and if the 
Government does not succeed in putting a lid on inflation, more hardships is yet to come. 

                                                      

54  In April US$ 1.00 was worth around 0.93 Gh¢. It is now exchanged at 1.43 Gh¢. 
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It is somewhat ironic that Ghana faces high level of inflation while the developed world is 
faced with the danger of deflation. This is an area where the future of the Ghanaian 
economy, at least in the short to medium term, may be decided. There are no detailed 
macroeconomic statistics to further explore this issue but the example of some other 
resource-based economies may be instructive. While South Africa is not quite good an 
example since it possesses a stronger industrial sector compared to Ghana, its economy 
has suffered quite a lot from the current recession and drop in commodity prices.55 

Forecasting future levels of inflation may prove equally difficult. Elaborate forecasts may 
quickly turn into irrelevance if even one of the main variables is changed. There are many 
factors that influence inflation, both internal and external. The ITPG Study Team believes 
that the main macroeconomic challenge should be for the Government to stabilize inflation 
before trying to bring it down to a single-digit figure which seems unlikely to happen before 
the end of the present decade. 

 

                                                      

55  The new government in South Africa links the recovery of the country’s economy with the recovery  
in the world economy. The same is probably true for Ghana, too. 
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Table 20 : Headline inflation rates 2005 – 2007 and  the first seven months of 2008   

Month Combined    Food & 
Beverage

Non-Food Combined Food & 
Beverage

Non-Food

Jan 11.6 15.2 7.9 11.8 16.2 8.8
Feb 14.0 14.9 13.1 12.1 16.2 9.0
Mar 16.7 17.3 16.1 12.6 16.4 9.5
Apr 16.6 16.7 16.4 13.0 16.5 10.1
May 16.3 16.0 16.6 13.5 16.5 10.7
Jun 15.7 15.5 15.9 13.8 16.5 11.2
Jul 14.9 14.6 15.0 14.0 16.4 11.6
Aug 14.7 14.6 14.8 14.1 16.0 12.2
Sep 14.9 15.2 14.6 14.3 15.6 13.0
Oct 15.4 16.0 14.8 14.6 15.6 13.5
Nov 15.3 15.7 14.8 14.8 15.6 14.0
Dec 14.8 15.0 15.1 15.1 15.6 14.6

Jan 14.6 14.6 14.5 15.3 15.5 15.1
Feb 12.1 13.7 10.3 15.2 15.4 14.9
Mar 9.9 11.4 8.2 14.6 14.9 14.2
Apr 9.5 10.1 8.7 14.0 14.4 13.6
May 10.2 10.3 10.1 13.5 13.9 13.0
Jun 10.5 10.1 10.9 13.1 13.4 12.6
Jul 11.4 8.3 14.7 12.6 12.7 12.5
Aug 11.2 6.9 15.9 12.3 12.1 12.6
Sep 10.8 6.6 15.4 12.0 11.4 12.7
Oct 10.5 6.0 15.5 11.6 10.5 12.8
Nov 10.3 5.8 15.2 11.2 9.8 12.8
Dec 10.5 6.4 15.1 10.9 9.1 12.9

Jan 10.9 8.1 13.1 11.5 9.6 13.0
Feb 10.4 9.5 11.1 11.4 9.5 12.8
Mar 10.2 8.4 11.6 11.3 9.3 12.8
Apr 10.5 9.1 11.5 11.2 9.2 12.8
May 11.0 10.2 11.7 11.2 9.1 12.7
Jun 10.7 9.9 11.3 11.1 9.1 12.6
Jul 10.1 10.2 10.1 10.9 8.9 12.3
Aug 10.4 10.0 10.7 10.7 8.9 12.1
Sep 10.2 9.3 10.9 10.6 8.9 11.8
Oct 10.1 8.8 11.1 10.5 9.0 11.6
Nov 11.4 9.5 12.8 10.6 9.2 11.6
Dec 12.8 10.5 14.4 10.7 9.5 11.7

Jan 12.81 10.64 14.40 11.27 9.80 12.37
Feb 13.21 11.23 14.68 11.49 10.19 12.46
Mar 13.79 12.95 14.41 11.80 10.46 12.79
Apr 15.29 13.15 16.90 12.27 10.98 13.23
May 16.88 15.84 17.67 12.87 11.71 13.73
Jun 18.41 17.74 18.91 13.45 12.32 14.29
Jul 18.31 17.45 18.97 12.99 12.52 13.34

2007

2008

               Inflation over 12 Months         Year ly Inflation (Average)

2005

2006

 

Source: The state …. op.cit; p75 and monthly bulletins by GSS 
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3.7 Interests rates 

Inflation and interest rates are closely related. High inflation drives interest rates up in order 
to protect intrinsic value of money. Conversely, low inflation warrants lower interest rates. 

In Ghana the financial system, and the way it functions, is also partially responsible for high 
inflation because of the practice of extremely high lending rates. In principal the lending rates 
follow the law of supply and demand for money but in Ghana there are also other factors 
which come into the equation. One of them are stringent rules of the monetary policy which 
aims first and foremost at a monetary stability. 

Trends in interest rates are set by the central bank (Bank of Ghana) which fixes prime 
lending rate. Prime rate serves as a benchmark for interbank lending and eventually is 
reflected in interest rates paid on deposits and also banks’ rates charged on loans to 
businesses and consumers. Nevertheless, prime rate sets thresholds for lending rates 
practiced by commercial banks and other financial institutions. The prime rate remained 
relatively constant throughout 2006 and 2007 at 12.5 per cent, after easing from a peak of 
24.5 per cent in 2002 (see table below). The lending rates by commercial banks which were 
in the high 30s percentage range eased to around 24 per cent. 

 

Table 21 : Interest rates in Ghana 2002 – 2007 
Averages (% per annum) 

Central Bank 2002 2003 2004 2005 2006 2007 

Bank Rate/ Prime Rate 24.50 21.50 18.50 15.50 12.50 12.50 

Treasury Bill Discount Rate (91 Days) 23.68 18.09 16.38 11.13 9.41 9.60 

Interest Rate Equivalent 25.16 18.66 17.08 11.45 10.70 9.83 

Source: Bank of Ghana 

The current prime rate of 18.5 per cent was introduced in January 2009 as a temporary 
means of curbing the galloping inflation. It has been extended for another quarter amongst 
fears that its lowering will encourage increased borrowing and thus fuel inflationary 
pressures. Interbank lending rate was 22.28 per cent in the first half of May 2009 and 
interest paid on 91-day deposits – 25.69 per cent. For comparison 91-day bills earned 9.60 
per cent interest in 2007 and 10.70 per cent in 2006 with inflation rate at 10.50 and 12.80 per 
cent respectively. 

The high interest rates charged on loans (up to 35 per cent for certain types of loans) are 
badly hurting the economy, that is one of the factors that significantly contribute to difficulties 
of the private sector, both companies and households, with securing adequate credit for 
investment and consumption. Turning to foreign loans and grants may be the only alternative 
but this alternative is all but available to the vast majority of businesses and consumers.On 
the other hand, high lending rates are helping to fight inflation and securing monetary 
stability. But it is doubtful if it helps the country’s economy at large56. 

                                                      

56 This policy runs counter to the lending policies in the industrialized countries where the central 
banks, in order to fight recession, have lowered prime rates to historically low levels. Latest example is 
the Bank of England considering cut in the prime rate to 2 per cent, a level not known since 1950s. The 
prime rate in the US has already been cut to 1.75 per cent. Later in 2008 it practically reached the 0% 
mark. 
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The interest rates policy is one of the principal tools of monetary policy, itself an element of 
macroeconomic policy. This policy seeks first and foremost economic stability. But 
somewhat ironically, it is also a cause of inflation in Ghana since high lending rates force 
producers and distributors to pass high capital costs on to consumers, through price 
increases, the visible effects of inflation. But the high capital costs also increase the cost of 
debt servicing. The higher the interest rates the bigger the debt burden. In the long run this 
leads to fiscal erosion as the economy is unable to cope with the increasing capital costs.  

Forecasting future levels of interest rates, particularly over longer periods of time, is virtually 
impossible. The general trend is that the stronger the economic performance the more 
realistic the interest rates which are nothing more than a rent on capital. But the reverse may 
also be true. The higher the interest rates the less likely is the expansion of the private sector 
– the engine of economic growth of any country. 

3.8 Exports, imports, trade deficit, balance of payments 

As can be observed from table below Ghana’s exports do not provide the cover for imports 
which leads to a large trade deficit. This deficit grew from some US$ 670 million in 2003 to 
US$ 3.9 billion in 2007, or 5.8 times. Although there has been a steady increase in the value 
of exports (63 per cent over the period 2003-2007) it was more than outweighed by the150% 
increase in imports over the corresponding period of time. 

This gap is further compounded by the service account deficit of some US$ 160 million. One 
of the major reasons for the service account deficit is the total reliance of Ghana’s foreign 
trade, which is predominantly seaborne, on foreign transportation. The trade reality in Ghana 
is that both exports and imports are on the f.o.b basis rather than according to the golden 
rule in external trade ‘’ sell c.i.f and buy f.o.b57. Estimates put freight and insurance charges 
at some US$ 500 million a year. 

But the current account deficit which grew almost 6 times between 2004 and 2007 is 
outweighed by the balance on services, income and transfers which recorded a surplus of 
almost US$ 2 billion. It was realized thanks to transfers of US$ 2.3 billion58. 

The overall positive state of Ghana’s balance of payments which recorded a surplus of US$ 
413.1 million in 2007, is also due to earnings from exports of services ( invisible export), and 
particularly from tourism. Currently the tourism industry is the third largest foreign exchange 
earner in Ghana with receipts of US$ 1.2 billion in 2007, a 19 per cent increase over the 
previous year. Tourism contributes more to Ghana’s GDP that the whole sector of transport 
and communication (6.3 per cent in 2007). During the meetings with the representatives of 
the Ministry of Tourism the ITPG Study Team was informed that inadequate and overpriced 
transport services are the main factors that slow down further expansion of this field of 
economic activity in the country. 

But the surplus in the balance of payments is anything but a proof of good economic and 
financial situation in the country’s external relations. If it were not for the transfers, FDIs, 

                                                      

57 F.o.b (free on board) and c.i.f (cost, insurance, freight) are INCOTERMS relating to two principal 
forms of foreign trade transactions 

58  Unrequited transfers from abroad which include mainly private remittances accounted for 11 per 
cent of GDP in 2004. This was sufficient to finance excess absorption of 10 per cent over the GDP 
value. 
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remittances, debt relief etc then Ghana would have to deal with a combined trade and 
service deficit of nearly US$ 6 billion, some 40 per cent of the current value of the country’s 
GDP.  

Table 22 : Summary of Ghana’s balance of payments, 2003-2007 (US$ million) 
  

2003 2004 2005 2006 2007 

A. Current Account 278.02  -315.83 -773.41 -810.26 -1,884.73 

Merchandise Trade Balance -670.43 -1,592.81 -2,545.11 -3,027.00 -3,878.86 

Exports (f.o.b) 2,562.39 2,704.47 2,802.21 3,726.68 4,194.71 

   Cocoa Beans & Products 817.73 1,025.67 908.36 1,187.44 1,103.24 

   Gold 830.13 840.21 945.82 1,277.25 1,733.78 

   Timber & Timber Products 174.74 211.71 226.54 206.71 250.13 

   Other Exports 739.79 626.87 721.49 1,055.28 1,107.56 

Imports (f.o.b) -3,232.82 -4,297.27 -5,347.32 -6,753.68 -8073.57 

     Non - oil -2,669.88 -3,522.31 -4,217.88 -5,107.52 -5,968.31 

     Oil -562.94 -774.97 -1,129.44 -1,646.16 -2,105.26 

B Balance on Services, Income 
and Transfers 

948.45 1,276.98 1,771.70 2,216.74 1,994.13 

      Services (net) -269.75 -356.18 -166.60 -134.10 -159.78 

      Credit 630.05 702.29 1,106.48 1,398.71 1,861.86 

      Debit -899.80 -1,058.47 1,273.08 -1532.81 -2,021.64 

      Income (net) -181.00 -197.82 -187.12 -127.36 -109.67 

      Credit 21.40 44.52 43.27 73.27 83.99 

      Debit -202.40 -242.34 -230.39 -200.63 -193.66 

      Transfers (net) 1,399.20 1,830.98 2,125.42 2,478.20 2,263.58 

      Official (net) 382.00 543.93 575.66 833.62 1,866.07 

      Private (net) 1,017.20 1,287.05 1,549.76 1,644.58 397.51 

C. Financial Account 340.35  201.57 834.49 687.66 2,346.91 

     Direct investments 105.40 139.27 144.97 434.50 465.83 

     Other investments 234.95 62.30 689.52 553.16 1,881.08 

D. Net Errors and Omissions -60.07  103.80 23.26 237.26 -49.07 

Overall Balance 558.30 -10.46 84.34 415.12 413.11 

E. Reserves and Related Items -558.30  10.26 -84.34 415.12 413.11 

Changes in International 
Reserves 

-658.00 -185.58 -309.34 -536.74 -413.11 

IMF Position (net) 67.30 7.10 -13.45 -264.56 0.00 

Holdings of SDR 42.00 20.07 18.40 0.66 0.00 

Other Reserve Changes -767.30 -212.75 -314.29 -272.84 -413.11 

Exceptional Financing 99.70 196.04 225.00 121.62 0.00 

Source: Bank of Ghana 
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The high ratio of openness of Ghana’s economy to outside world (0.82) implies that the 
future growth of the national income will continue to come from foreign trade. Indeed the 
figures in table below, presented in current dollars are not quite comparable with the GDP 
figures, themselves presented in constant 1993 dollars,59 suggest that the correlation 
between GDP growth rates and those of exports and imports will be maintained. The degree 
of this correlation may of course vary but it will remain high. 

The practical significance of that is clear. All the shocks coming from the international 
economy on which Ghana is so dependent may prove destructive for the welfare of the 
nation, particularly in the light of the high dependency on imports (54 per cent of GDP). The 
picture that emerges from these figures cannot be clearer: Ghana’s GDP depends twice as 
much on imports than it is dependent on exports. Or putting it otherwise, exports fail to be an 
engine of economic growth in Ghana. 

Expansion of exports thus becomes a conditio sine qua non of economic growth. But the 
performance of the export part of Ghana’s foreign trade falls short of expectations in two 
areas: volume and commodity structure. Export earnings cover only 52 per cent (55 per cent 
in 2006) of the cost of imports, which implies that nearly a half of imports have to be financed 
from cash reserves. The commodity structure is extremely unvaried with cocoa, gold and 
timber representing almost 80 per cent of the value of exports. 

It is not the mandate of the ITPG Study Team to provide a detailed analysis of Ghana’s 
foreign trade. Neither are they expected to formulate any recommendations with respect to 
trade policies. But the high degree of dependence of foreign trade on transport makes it 
indispensable to include this macroeconomic agent in the overall picture of the country’s 
economy in the next decade or so. Since there is a strict and mutual relationship between 
foreign trade and transport the impact of the cost and availability of transport services on the 
growth and value of Ghana’s exports must be a major concern in the Government’s transport 
plan. 

                                                      

59  It should also be remembered that GDP figures published by GSS are in the national currency. The 
rate of exchange may actually considerably alter the picture in terms of absolute values but less so in 
terms of trends. 
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Table 23 : Forecast growth of Ghana’s exports and i mports 2009-2035 according to GDP growth scenarios (US$ million) 

2007 4197,7 8073,6 12,268.3 4194,7 8073,6 12268,3 4194,7 8073,6 12268,3
2008 4323,6 8315,8 12639,4 4362,5 8396,5 12759,0 4425,4 8517,6 12943,1
2009 4453,3 8565,3 13018,6 4537,0 8732,4 13269,4 4668,8 8986,1 13654,9
2010 4586,9 8822,2 13409,2 4718,5 9081,7 13800,2 4925,6 9480,4 14405,9
2011 4770,4 9175,1 13945,5 4954,4 9535,8 14490,2 5295,0 10191,4 15486,4
2012 4961,2 9542,1 14503,4 5202,1 10012,6 15214,7 5692,1 10955,7 16647,9
2013 5159,7 9923,8 15083,5 5462,2 10513,2 15975,4 6119,0 11777,4 17896,5
2014 5366,1 10320,8 15686,8 5735,3 11038,9 16774,2 6578,0 12660,7 19238,7
2015 5580,7 10733,6 16314,3 6022,1 11590,8 17612,9 7071,3 13610,3 20681,6
2016 5859,7 11270,3 17130,0 6383,4 12286,3 18669,7 7637,0 14699,1 22336,1
2017 6152,7 11833,8 17986,5 6766,4 13023,4 19789,9 8248,0 15875,0 24123,0
2018 6460,4 12425,5 18885,9 7172,4 13804,8 20977,2 8907,8 17145,0 26052,9
2019 6783,4 13046,8 19830,2 7602,8 14633,1 22235,9 9620,5 18516,6 28137,1
2020 7122,6 13699,1 20821,7 8058,9 15511,1 23570,0 10390,1 19998,0 30388,1
2021 7514,3 14452,6 21966,9 8623,0 16596,9 25219,9 11273,2 21697,8 32971,0
2022 7927,6 15247,4 23175,0 9226,7 17758,7 26985,3 12231,5 23542,1 35773,6
2023 8363,6 16086,1 24449,7 9872,5 19001,8 28874,3 13271,2 25543,2 38814,3
2024 8823,6 16970,8 25794,4 10563,6 20331,9 30895,5 14399,2 27714,3 42113,5
2025 9308,9 17904,2 27213,1 11303,0 21755,1 33058,2 15623,1 30070,1 45693,2
2026 9820,9 18888,9 28709,8 12150,8 23386,8 35537,6 17029,2 32776,4 49805,6
2027 10361,0 19927,8 30288,8 13062,1 25140,8 38202,9 18561,8 35726,2 54288,1
2028 10930,9 21023,8 31954,7 14041,7 27026,3 41068,1 20232,4 38941,6 59174,0
2029 11532,1 22180,1 33712,2 15094,9 29053,3 44148,2 22053,3 42446,4 64499,7
2030 12166,4 23400,0 35566,4 16227,0 31232,3 47459,3 24038,1 46266,5 70304,6
2031 12531,4 24102,0 36633,4 17525,1 33730,9 51256,1 26441,9 50893,2 77335,1
2032 12907,3 24825,1 37732,4 18927,2 36429,4 55356,5 29086,1 55982,5 85068,6
2033 13294,5 25569,9 38864,4 20441,3 39343,7 59785,1 31994,7 61580,7 93575,5
2034 13693,4 26337,0 40030,3 22076,6 42491,2 64567,9 35194,2 67738,8 102933,0
2035 14104,2 27127,1 41231,2 23842,8 45890,5 69733,3 38713,6 74512,7 113226,3

Exports Imports Total
Year

Low scenario Medium scenario High scenario

Exports Imports Total Exports Imports Total

 

Source: ITPG Study Team's own computations 
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3.9 Domestic and foreign debt 

Despite progress in reducing debt over the last few years it still remains a major macroeconomic 
issue which clouds the future economic growth. At of the end of March 2009 Ghana’s total public 
debt stood at US$ 7.74 billion. 

The combined foreign and domestic debt has reached 53.5 per cent of GDP at the end of 
September 2008. The table below illustrates the evolution of debt and its servicing in the years 
2002-2007. 

Table 24 : Debt servicing and prospects of sustaina bility 2002-2007 

Items 2002 2003 2004 2005 2006 2007 

GH ¢ million 

Total Public Debt 6,846 8,442 7,804 8,043 5,297 7,295 

Total Debt Service 513 619 539 623 691 608 

External Debt Servicing 292 341 285 361 388 355 

Principal 213 256 192 261 298 256 

Interest 79 85 93 100 90 98 

Domestic Interest 221 279 255 262 303 253 

Percentage 

Debt/GDP Ratio 140 128 98 84 46 52 

External Debt/GDP Ratio 112 107 77 65 22 26 

Domestic Debt/GDP Ratio 29 21 21 19 24 27 

Debt Service/Domestic 
Revenue 58 45 28 27 27 16 

Debt Service/Export 25 24 20 22 19 15 

Loans/Domestic Revenue 15 23 18 20 18 13 

Grants/Domestic Revenue 17 23 26 22 25 23 

Debt Service/GDP 10 9 7 6 6 4 

Source: ISSER 2007 and Bank of Ghana 2008. The State of the Ghanaian Economy...op.cit; p.58 

 

However, despite the HIPC initiative the total debt remains high. In terms of debt to GDP ratio 
total debt decreased significantly from 140 per cent in 2002 to 52.0 per cent at the end of 2007. 
Undoubtedly, debt relief is very important in explaining this decrease.60Consequently, the debt 

                                                      

60  See: The State of the Ghanaian Economy...op.cit, p.57 
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service-to-domestic revenue ratio has also decreased from 20 per cent in 2000 to 15 per cent in 
200761. 

Looking at the problem of debt from another perspective it is worthwhile mentioning another 
indicator which shows sustainability of debt from the export standpoint. Foreign debt represented 
182 per cent of the value of exports in 2007. That implies that the earning power of Ghanaian 
exports is not sufficient to cover foreign debt, particularly in the light of the worsening trade 
balance (see 3.7). External debt service ratio to GDP was 26 per cent and domestic debt service 
27 per cent of GDP in 2007. These ratios did not change dramatically in 2008 and in 2009 debt 
servicing is consuming too large a portion of GDP. Recurrent budgetary deficit contributes of 
course to the accumulated debt as the government is compelled to borrow, both domestically and 
internationally, to finance budgetary gaps. 

The main burden of debt servicing falls therefore on taxation. But evidence suggests that the tax 
system is raising more taxes than is indicated as the country’s potential for tax collection62. If the 
tax revenue is to be increased substantially, two possible solutions should be envisaged: firstly, 
taxing more the informal sector, and secondly increasing taxes on the formal sector. The latter 
may act as a disincentive, since the formal sector is already near the fringe of over-taxing. 

Without entering into more details of the taxation issue it should be emphasized that the debt and 
its servicing will obscure the macroeconomic picture of Ghana in the next several years. Yet, it is 
a major problem which has to be solved in the short term. From the transport perspective it is 
important that various user charges such as tolls, which are ridiculously low by any standards, 
licensing fees and other taxes be reviewed in terms of their revenue generating but without 
compromising the users’ ability to pay. 

The second half of 2008 brought a much needed relief in terms of crude oil prices. At the 
beginning of December 2008 the benchmark price for a barrel of Brent crude oil fell briefly under 
the US$ 40 bar, compared to almost US$ 150 a few months earlier. But that may prove 
insufficient to finance debt (interest and principal) and jeopardize the much needed investment in 
transport infrastructure. 

3.10 Budgetary deficit 

The budget statement document for 2007 indicates that the overall budget deficit for 2006 was 
7.8 per cent of GDP against the budget target of 4.5 per cent (14.9 % in 2009). That resulted in a 
net borrowing of 4.1 per cent of GDP against the target of 0.2 per cent of GDP63. 

This considerable budget overrun came principally from personal emoluments which amounted to 
13.8% more than the budget estimate. The following reasons were given as explanation of the 
budget out turn64: 

                                                      
61  Idem,p.57 

62  Op.cit; p.62 

63  The Budgetary Statement and Economic Policy of the Republic of Ghana for the Financial Year 2008. 
Ministry of Finance and Economic Planning. November 2007; p.27 

64  Idem, p.31 
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� Shortfalls in revenue target amounting to 0.8 per cent of GDP 
� Shortfalls in divesture receipts of about 0.7 per cent of GDP 
� Unbudgeted transfers of about US$ 90 million to the Volta River Authority for the purchase of 

oil for the thermal operation in the wake of the looming energy crisis 
� Public sector wage overrun equivalent to 0.9 per cent of GDP 
� Substantial Multilateral Debt Relief Initiative (MDRI) spending which translated into high 

domestic expenditure. 
� Consequently, the overall budget deficit amounted to 4.7 per cent of GDP. 

 

The budgetary deficit translates into public debt analysed previously in 3.9. It is agreed that 
budgetary deficit in excess of 3 per cent of GDP becomes a reason for concern, particularly if this 
deficit becomes a rule rather than exception due to extraordinary events such as the surge of oil 
prices in the first half of 2008. Fight against budgetary deficit is thus one of the greatest 
challenges for the current government. As a matter of fact it is strongly doubtful if the fight against 
inflation and the steady downslide of the national currency can be won without first eliminating, or 
at least substantially reducing, the budgetary deficit. 

4. The prospects of an oil economy in Ghana 

The macroeconomic picture of Ghana may change due to commercially viable oil discovery along 
the western coastline of the country. There is a widely held view that once production starts the 
economic situation of Ghana will change. The only question outstanding is how fast these 
changes will happen and how far they will reach. 

Estimates put the revenue from oil exports in the years 2010-201565 at US$ 14 billion. However, 
there are at least two reasons why these estimates may prove wrong: firstly, it is the uncertainty 
over the future prices of crude oil which are very volatile, particularly at this time of a worldwide 
recession that is driving commodity prices to unprecedented low levels, and secondly, the actual  
levels of production. 

Furthermore, there is no clear consensus when the actual production will start and what the 
volumes will be. Some estimates (e.g. NDPC) say it will start in 2009 with the initial output of 
60,000 barrels a day. Others predict production to begin in 2010 with the mid-2010 output of 
120,000 barrels a day66. 

Using various estimates and assumption the ITPG Study Team have developed their own 
forecasts of production of crude oil in Ghana and the revenues that will be derived from the oil 
industry. These use the following assumptions: 

 
� Production starts in 2010 with the initial output of 120,000 barrels a day 
� Production reaches the target of 200,000 b/d in 2017 
� In 2025/2026 the output grows to 210,000 b/d 

                                                      
65  See: NDPC Medium-Long Term...op.cit, p.44 

66  Ch.Hufstader: The Coming Oil Boom in Ghana. ‘’Oxfam America’’, October 23, 2008,p. 2 
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� In 2031 output increases to 220,000 b/d 
� 365 days in operation 
� Ghana’s share of the oil revenue is expected to be 40 per cent. 
� Three price scenarios are used: US$ 50, US$ 80, US$ 120 and US$ 200 a barrel. The results 

of these forecasts are presented in tables below. 

 

Needless to say these assumptions may need to change for a number of reasons. For example, 
the actual production capacities may be different from those that had been initially forecast due to 
unexpected drilling conditions or transport related issues. Also, the financial arrangement of the 
Ghana National Petroleum Company (GNPC) with its foreign partners may also change, 
depending on how viable the production estimates and the demand for crude oil will be in the 
future. 

Table 25 : Forecast of oil production in Ghana in t he years 2010-2035 

Daily production Annual production  Year 
(barrels) (1000 barrels) 

2010 120,000 43, 800 
2011 120,000 43, 800 
2012 120,000 43, 800 
2013 120,000 43, 800 
2014 120,000 43, 800 
2015 120,000 43, 800 
2016 120,000 43, 800 
2017 200,000 73,000 
2018 200,000 73,000 
2019 200,000 73,000 
2020 200,000 73,000 
2021 200,000 73,000 
2022 200,000 73,000 
2023 200,000 73,000 
2024 200,000 73,000 
2025 200,000 73,000 
2026 210,000 76,650 
2027 210,000 76,650 
2028 210,000 76,650 
2029 210,000 76,650 
2030 210,000 76,650 
2031 220,000 80,300 
2032 220,000 80,300 
2033 220,000 80,300 
2034 220,000 80,300 
2035 220,000 80,300 

Source: Source: ITPG Study Team’s projections based on estimates of oil extraction from the 

offshore fields 
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Table 26 : Forecast of oil revenues in Ghana in the  years 2010-2025 

2010 43 800 2 190 000 876 000 3 504 000 1 401 600 5 256 000 2 102 400 8 760 000 3 504 000

2011 43 800 2 190 000 876 000 3 504 000 1 401 600 5 256 000 2 102 400 8 760 000 3 504 000

2012 43 800 2 190 000 876 000 3 504 000 1 401 600 5 256 000 2 102 400 8 760 000 3 504 000

2013 43 800 2 190 000 876 000 3 504 000 1 401 600 5 256 000 2 102 400 8 760 000 3 504 000

2014 43 800 2 190 000 876 000 3 504 000 1 401 600 5 256 000 2 102 400 8 760 000 3 504 000

2015 43 800 2 190 000 876 000 3 504 000 1 401 600 5 256 000 2 102 400 8 760 000 3 504 000

2016 43 800 2 190 000 876 000 3 504 000 1 401 600 5 256 000 2 102 400 8 760 000 3 504 000

2017 73 000 3 650 000 1 460 000 5 840 000 2 336 000 760 000 3 504 000 14 600 000 5 840 000

2018 73 000 3 650 000 1 460 000 5 840 000 2 336 000 760 000 3 504 000 14 600 000 5 840 000

2019 73 000 3 650 000 1 460 000 5 840 000 2 336 000 760 000 3 504 000 14 600 000 5 840 000

2020 73 000 3 650 000 1 460 000 5 840 000 2 336 000 760 000 3 504 000 14 600 000 5 840 000

2021 73 000 3 650 000 1 460 000 5 840 000 2 336 000 760 000 3 504 000 14 600 000 5 840 000

2022 73 000 3 650 000 1 460 000 5 840 000 2 336 000 760 000 3 504 000 14 600 000 5 840 000

2023 73 000 3 650 000 1 460 000 5 840 000 2 336 000 760 000 3 504 000 14 600 000 5 840 000

2024 73 000 3 650 000 1 460 000 5 840 000 2 336 000 760 000 3 504 000 14 600 000 5 840 000

2025 73 000 3 650 000 1 460 000 5 840 000 2 336 000 760 000 3 504 000 14 600 000 5 840 000

2026 76 650 3 832 500 1 533 000 6 132 000 2 452 800 9 198 000 3 679 200 15 330 000 6 132 000

2027 76 650 3 832 500 1 533 000 6 132 000 2 452 800 9 198 000 3 679 200 15 330 000 6 132 000

2028 76 650 3 832 500 1 533 000 6 132 000 2 452 800 9 198 000 3 679 200 15 330 000 6 132 000

2029 76 650 3 832 500 1 533 000 6 132 000 2 452 800 9 198 000 3 679 200 15 330 000 6 132 000

2030 76 650 3 832 500 1 533 000 6 132 000 2 452 800 9 198 000 3 679 200 15 330 000 6 132 000

2031 80 300 4 015 000 1 606 000 6 424 000 2 569 600 9 636 000 2 569 600 16 060 000 6 424 000

2032 80 300 4 015 000 1 606 000 6 424 000 2 569 600 9 636 000 2 569 600 16 060 000 6 424 000

2033 80 300 4 015 000 1 606 000 6 424 000 2 569 600 9 636 000 2 569 600 16 060 000 6 424 000

2034 80 300 4 015 000 1 606 000 6 424 000 2 569 600 9 636 000 2 569 600 16 060 000 6 424 000

2035 80 300 4 015 000 1 606 000 6 424 000 2 569 600 9 636 000 2 569 600 16 060 000 6 424 000

Grand Total 1 748 350 87 417 500 34 967 000 139 868 000 55 947 200 137 802 000 77 496 800 349 670 000 139 868 000

US$ 200 a 
barrel

GOG 
royalty’s 40%

Years
Total annual 
production 

(1000 barrels)

                                       Total oil re venue under various price scenarios (1000 US$)

US$ 50 a 
barrel

GOG royalty’s 
40%

US$ 80 a 
barrel

GOG 
royalty’s 40%

US$ 120 a 
barrel

GOG royalty’s 
40%

 

Source: Calculation from GNPC data 
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Perhaps the most volatile assumptions are those concerning the price of crude oil. Four 
prices have been selected in Table above aiming to cover most eventualities. It may seem 
odd to consider a price as high as US$ 200 a barrel in 2010. However, whilst the Study 
Team believes this price is highly unrealistic under the present recessionary conditions, 
there is every chance that, once the recession eases, the crude prices will start an upward 
trend almost immediately.67 Analysts differ in their forecasts of how long and deep the 
recession is likely to be but it seems inevitable that it will last until late 2009. Also the 
strength of the US dollar, despite the current state of the US economy and the record 
unemployment figures, will have its impact on the prices of crude. 

However, irrespective of what happens in the world economy, Ghana should benefit from the 
oil exports. Based on current estimates, production is expected to reach the ceiling of 
220,000 a day or 80 million barrels a year in 2031, and remain at that level until the target 
forecast year of 2035. This may also change if further deposits are discovered and rendered 
commercially viable. Furthermore, if Ghana decides to develop the downstream processing 
of oil and become an exporter of refined products which are much more profitable than 
exports of crude petroleum the emerging oil sector may have an even greater impact on the 
economy. Such policy decisions will also have a large impact on the future demand for 
transport services suggesting that Ghana’s oil-sector policy makers will have an important 
input to the transport demand forecasting and transport planning modules of this project.  

In the major oil importing countries, such as the USA which consume 25 per cent of world’s 
oil production, there are also intense efforts to reduce dependence on fossil fuels, 
particularly in the automotive sector. The advent of fuel efficient cars, hybrid vehicle, 
hydrogen-cell vehicles, etc. may sooner or later see the consumption of fossil fuels start its 
declining pattern. Not only will this factor impact on the value of Ghana’s oil exports but it will 
also become of increasing importance to Ghana as its own consumption increases. 

Meanwhile Ghana will become a new member of the oil exporting club. Whilst that does not 
mean the country will immediately become a new member of OPEC, oil money will start to 
flow into the country. How much, remains an open question for the time being. 

For now the figures presented in table above show that Ghana may earn between US$ 34 
and US$ 140 billion over the period 2010-2035. The Project Steering Committee will need to 
give careful consideration to the impact these forecasts will have on the remaining project 
modules of transport demand forecasting and transport planning.  

 

                                                      

67  Prices of strategic commodities such as crude oil follow a trend that differs from manufactured 
goods, or food, for instance. The increases of petroleum prices may be postponed due to strategic 
reserves major countries maintain. But the futures prices may go up immediately after the recession is 
over. 
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Chapter 4 Macro Economic forecasts 
for Ghana 2009-2035 

The rationale behind the forecasts is based on the fundamental  assumption  that by the 
year 2015-2017 Ghana will possess a strong oil industry which will become the real engine 
of growth for the country ,perhaps surpassing by its dynamics and overall macroeconomic 
impact the agricultural sector. 

This assumption has been put forward after the ITPG Study Team had met with principal 
stakeholders of the main sectors of the Ghanaian economy, and in particular the energy 
sector. 

The high growth indicators used in this report will not depend exclusively on the emergence 
and expansion of petroleum industries. They will be conditioned by a strong performance of 
each and every  sector of the national economy. They will also depend on demographic 
factors, and in particular a substantial decline in the rate of natural increase. Creation of a 
strong domestic credit market is also of particular significance since the widely manifested 
entrepreneurship of Ghanaians will be wasted without easy access to credit facilities for 
small and medium enterprises (SMEs). 

1. Forecasting methodology and conditions for growth 

The existing development plans for Ghana take the year 2015 as a benchmark year for 
economic forecasting. The main reason for that is the strategic objective of the national 
macroeconomic policy and in particular the poverty reduction strategy and the attainment of 
the middle income status of US$ 1,000 per capita. 

To provide forecasts more in line with macroeconomic forecasting timelines, we extend the 
period covered to 2035 and discuss forecasts for the following macroeconomic factors: GDP, 
global and per capita, population, employment, inflation, interest rates, foreign trade, foreign 
trade deficit, foreign and domestic debt, budget deficit.  

It is important to emphasize that forecasts must not be designed and carried out with one or 
two factors only, disregarding the evolving nature of the nation’s economy over time. What is 
meant here is that the current recessionary trends must not weigh unduly over the growth 
scenarios used. 

Recessions come and go and no one can predict their duration or intensity. While the recent 
GDP data for Ghana indicate anything but a recession, the truth is that it will come to this 
country sooner or later. Disregarding this fact would be a major flaw in the forecasting 
scheme. 

It is the conviction of the Study Team that economic growth in Ghana in the remaining part of 
2009, and probably throughout the early months of 2010, will be rather slow. Ghana will be 
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lucky if any growth at all is realized in 2009. The Government forecasts a 5.9 per cent growth 
for 2009. That kind of growth will be rather hard to secure. 

But even at this rate of growth most macroeconomic targets may not be achieved, 
particularly as far as poverty reduction is concerned. Again, this is an issue that goes beyond 
the scope of this review, although it will weight rather heavily on macroeconomic prospects 
for Ghana and, as a result, on the demand for transport in the next few years. 

In order to reflect the slower recovery anticipated, post global recession, but allowing for the 
realization of oil revenue into the economy, the forecasting period to 2035 is divided into 
several sub-periods, such as below: 

 

� Years 2009-2010 will be a period of countering the effects of the worldwide recession that 
Ghana cannot avoid; 

� Years 2011-2015 will be a period of moderate to average growth, particularly if the world 
recession subsides and Ghana becomes a net oil exporter; 

� Years 2016-2020 will be a period of a high sustainable growth; 
� Years 2021-2025, 2025-2030, 2031-2035 and beyond will see continuation of this high 

growth. 
 

These optimistic scenarios notwithstanding, it will be crucial that the Ghanaian economy 
realizes certain structural changes despite the fact that it will still be export-driven and based 
on a strong agricultural sector. These changes should involve the following: 
� Modernization of the agricultural sector which is often branded as the engine of growth in 

Ghana; 
� Expansion of a strong manufacturing sector68 capable of satisfying consumer needs 

without an unduly increase in imports; 
� Expansion of a strong services sector. 
 

On top of the above is a need for a strong domestic demand for goods and services. This 
demand depends, of course, on net disposable income which, in turn, comes from economic 
growth. Without strong domestic demand, growth will have to come from external factors 
(foreign trade) but the latter may prove elusive. 

Figure values have to be assigned to the periods above. It is, of course, a very delicate 
exercise and can be easily argued with. But assumptions have to be made, regardless. What 
follows are some scenarios and their numeric attributes. 

A classical three-tier model will be used with a low, medium and high scenario. The 
differences between these scenarios, applied to all 6 sub-periods described above, will be 
exclusively numerical. The rationale behind this split of the forecasting period was that it 
would be rather inadequate to use one single forecasting period spanning from 2009 to the 
years 2035. Five-year periods have been used instead. Growth rates may vary not only 
between these periods but also inside them, and the likely differences in the rate of growth 
would be smaller if shorter rather than longer periods are used.  What follow are the 
forecasts by sub-periods mentioned earlier. 

                                                      

68  Currently economic growth from industry is basically secured by such sub-sectors as energy, water, 
etc. Manufacturing sector still remains relatively weak. 
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2. 2009-2010; period of recovery and consolidation 

It is highly probable that the remaining months of 2009 and the major part, if not the totality, 
of the year 2010 will be a period of recovery from recession and a consolidation of economic 
gains.  Incidentally, this period also coincides with the time the ‘’oil economy’’ is expected to 
‘’kick in’’, thus contributing to these gains. 

It may, however, be that due to the usual slip-off of the period at which the developing 
countries enter recession compared to the industrial world, the period of recovery and the 
subsequent consolidation may well be postponed. There are good reasons to believe that 
recession is just starting to hit Ghana’s economy. Figures for the first quarter of 2009 have 
not yet been released. Once they have been published the overall economic picture of 
Ghana may look quite differently. 

In spite of these eventualities, one must not expect any spectacular upward surge of the 
economic growth of Ghana in the next 18 months or so. The ITPG Study Team propose the 
following growth scenarios for the years 2009-2010: 
 
� Low growth  of 3.0 per cent per annum 
� Medium growth  of 4.0 per cent per annum 
� High growth  of 5.5 per cent per annum 

These are average values which can be broken down semi-annually or by trimester, but for 
the sake of simplicity they will be maintained at their aggregate values. The results of 
extrapolation are presented in the table below. 

 

Table 27: GDP growth scenarios for the period of re covery and consolidation 

Growth scenarios (million of constant 1993 cedis) Years 
Low (3%) Medium (4%) High (5.5%) 

2008 7,947.7 7,947.7 7,947.7 
2009 8,186.1 8,265.6 8,384.8 
2010 8,431.7 8,596.2 8,846.0 

Source: ITP Study Team’s own projections on the basis of GSS data on GDP 

For the years 2009-2010 the growth figures would be (compared to 2008): 

 

� Low growth scenario: 484 million cedi or 6.1 per cent; 
� Medium growth scenario: 648.5 million cedi or 8.2 per cent 
� High growth scenario:  898.3 million cedi or 11.3 percent. 

While the above figures appear relatively modest in numerical terms, they should be 
considered satisfactory, if achievable, bearing in mind the difficulties of this period of time. 
That does not, however, preclude the very real danger of no growth, or even a negative 
growth, which would be catastrophic for Ghana. 

3. 2011-2015; period of moderate to high growth 

As stated earlier this period may witness a moderate to high growth of the Gross Domestic 
Product of Ghana, particularly if the ‘’oil economy’’ factor is built in. But alone, the oil 
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industry, while adding a considerable input to the overall growth, may prove insufficient. 
Simple calculations reveal that the initial output of 120,000 barrels a day, even if totally 
exported, will generate only 43.8 million barrels a year. Sold at US$ 80/barrel it would 
generate only US$ 3.5 billion, of which Ghana’s share would be 1.4 billion (40 per cent in 
royalties). While substantial, this amount will not solve even the most urgent problems, let 
alone its becoming a factor of rapid growth. 

Ghana would need to multiply this revenue by a factor of 3-4 times to really feel the pinch. 
But there is a cap on the total oil production: 200,000 barrels a day which gives the total 
annual output of 73 million barrels. Taking again the price of US$ 80/barrel, and the 40 per 
cent royalty, that will leave the Government of Ghana (GoG) with US$ 2,336 million, again 
hardly enough to revolutionize the economic growth of the country. 

Only multiplying the potential output by a factor of 2-3 could GoG accumulate enough 
financial resources to start an economic boom. That output is unlikely within the next 5 years 
or so, although prospects for new oil discoveries are quite promising in Ghana. 

No clearly- cut policy for managing oil wealth has yet been defined. One of the options is that 
Ghana uses its oil production to curb imports of crude oil and petroleum products and 
processes domestically the whole volume of 120,000 barrels/d. Oil imports cost US$ 2,349.2 
million in the fourth quarter of 2008, up from US$ 2,095.0 million in the corresponding period 
of 2007, or a 10.8 per cent increase, despite a dramatic fall of prices for crude in the second 
half of 2008. Substituting imports with the domestic oil would help to cut the import bill. 

But this substitution will come with a price tag. At the moment, the capacity of the TOR ( 
Tema Oil Refinery) is roughly  1,000,000 tonnes a year. Ghana needs to double that volume 
for its energy consumption and a new refinery would be indispensable to satisfy that 
demand. According to GNPC this new refinery would have to have a capacity of 300,000 
barrels a day, that is to say 2.5 times more than the initial extraction of crude oil of 120,000 
barrels a day. To keep that capacity running Ghana will have to import 180,000 barrels a day 
at the initial period of time. 

The total extraction will then go up to 200,000 barrels a day. The shortfall would thus be 
100,000 barrels a day just to fill the capacity of the proposed new refinery. Still the Tema 
refinery will be operational and its capacity will have to be filled up. 

A detailed cost-benefit analysis needs to be carried out to make right choices. If the marginal 
cost of refining all the oil extracted in Ghana to use it domestically is higher than the cost of 
imports, then the decision to embark on construction of a new refinery should be postponed. 
The total benefits from refining all the output from oil fields domestically must be higher than 
the cost of imports. 

But a strong oil processing sector in Ghana will also provide spin-off effects. Employment in 
the sector proper and related businesses will contribute to economic growth. Strong 
manufacturing sector may emerge. Imports of numerous items may be curbed and the 
balance of trade improved. These are the positive aspects of a new petroleum industry. 
There will also be negative consequences of which environmental damage, but not only, 
may be the most important. Only a comprehensive environmental assessment may provide 
adequate answers to the question of feasibility of the national oil industry. 

All the above aspects combined, and other that have not been discussed but which will exert 
definite impact upon growth throughout the period 2011-2015, prompt the ITPG Study Team 
to propose the following scenarios ( see table below). 
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Table 28 : Period of moderate to high growth (2011- 2015) 

Growth scenarios (million of constant 1993 cedis) Years 
Low (4%) Medium (5%) High (7.5%) 

2010 8,431.7 8,596.2 8,846.0 
2011 8,769.0 9,026.0 9,509.5 
2012 9,119.8 9,477.3 10,222.7 
2013 9,484.6 9,951.2 10,989.4 
2014 9,864.0 10,448.8 11,813.6 
2015 10,258.6 10,971.2 12,699.6 

Source: ITPG Study Team’s own computations on the basis of the growth scenarios 

During the period 2011-2015 gains in terms of GDP would be as follows (all figures in 
constant 1993 prices): 

 
� Under the low growth scenario: 1,826.9 million cedi , or 21.7 per cent; 
� Under the medium growth scenario: 2,375.0 million cedi, or 27.6 per cent; 
� Under the high growth scenario:  3,856.6 million cedi, or 43.6 per cent. 

Particularly, the high growth scenario produces encouraging results whereby GDP would 
increase by almost 44 per cent. But nothing can prevent the actual growth of falling 
somewhere in- between the scenarios, and be, say, 30 or 35 per cent, or less, as the case 
maybe. There is no scientific tool that can predict the future with absolute certainty. 

What matters are trends rather than accurate figures. These will be updated in the course of 
implementing the planning process. 

The end of the present 5-year period coincides with the target date for the GPRSII 
programme. It was expected to see Ghana attaining the middle-income status of US$ 1,000 
per capita. That objective will not be attained for the following reasons: 

 
� The rate of growth will probably be much lower than expected, particularly at this time of 

the world-wide economic  downturn which will not spare Ghana; 
� The rate of natural increase remains well above 2.0 per cent, and not a projected 1.7 per 

cent; 
� The national currency has lost 40-50 per cent of its exchange value. 

Postponing the target date for the attainment of the middle-income status by Ghana to the 
year 2020 is envisaged at this stage by the Government. 

But a lot can still change, particularly if the ‘’oil economy’’ kicks in. However, as already 
mentioned earlier, the oil boom alone may not be sufficient. Other elements are 
indispensable, and particularly increased productivity of labour, fiscal and monetary stability 
and expansion of the export basis. 

Transport will play a crucial role in that process. Without a vibrant and well developed 
transport sector, gains in macroeconomic factors may prove insufficient. In a situation when 
Ghana’s foreign trade depends almost exclusively on foreign transportation, too large a 
portion of the country’s foreign trade value is spent on freight and insurance. 
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4. 2016-2020; period of streamlining mineral wealth 

Once the ‘’oil economy’’ has set off, with all the accompanying spin-off effects, Ghana can 
hope for a period of sustainable high growth.  But neither the exact time, nor the intensity of 
this ‘’high’’ growth can be predicted at this moment. There is hardly any doubt that once 
there are signs of recovery, that oil prices will start growing again and the revenues from 
exports of either crude oil or petroleum products will definitely be on the increase. But no one 
can establish any time framework for that. 

To secure a sustainable high growth during this period and beyond, a right combination of 
various factors of growth will be indispensable, of which increased productivity of labour and 
capital seems to be the major one. But this productivity will not come by itself; it has to be 
induced by a right mix of market conditions amongst which linking wages and salaries to 
performance is the major element. The Table below illustrates the evolution of Ghana’s GDP 
during the period in question. 

 

Table 29 : Years 2016-2020: period of streamlining mineral wealth  

Growth scenarios (million of constant 1993 cedis) Years 
Low (5%) Medium (6%) High (8%) 

2015 10,258.6 10,971.2 12,699.6 
2016 10,771.5 11,629.5 13,715.6 
2017 11,310.1 12,327.3 14,812.8 
2018 11,875.6 13,066.9 15,997.8 
2019 12,469.4 13,851.1 17,277.6 
2020 13,272.9 14,682.2 18,659.8 

Source ITPG Study Team’s own computations 

 

During the period under the review the following gains in GDP would be secured: 

 
� Under the low growth scenario:  3,014.3 million constant 1993 cedi, or 29.4 per cent; 
� Under the medium growth scenario:  3,711.0 million cedi, or 33.8 per cent; 
� Under the high growth scenario:  5,960.2 million cedi or 46.9 per cent. 

When one remembers that  Gh¢ 1.00 of 1993 is worth today perhaps 5-6 times more the 
GDP level of 2020 would correspond to something in the range of 93 to 120 billion cedi ( 
high growth) in 2020. That would represent a considerable progress. But inflation running at 
20 per cent and above means that Gh¢ 1.00 of purchasing power would be eroded to Gh¢ 
0.33 in 6 years and the cedi of 2020 would be worth only a fraction of its value today. 
Therefore, only constant prices are meaningful for comparison purposes. 

In that context the GDP level of 2020(high scenario) would be 2.3 times higher than its level 
of 2008. That would mean that, should the Ghanaian population remain unchanged (a highly 
improbable scenario) an average citizen of this country would be, ceteris paribus, 2.3 times 
better-off than he/she is today. 

Needless to say that the forecast level of GDP in 2020 as per table 7 is a hypothetical figure: 
in real terms it may be higher as it may also be lower. Too many exogenous factors come 
into play to enable the forecaster to predict its level with a high degree of accuracy. 
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5. 2021-2025; continuation of the high growth 

Years 2021-2025 should see the continuation of a high growth in Ghana, spurring from the 
oil industry and related areas (e.g. petrochemical industries). The Table below stipulates 
evolution of GDP over that period. 

 

Table 30 : Years 2021-2025: period of continuing hi gh growth 

Growth scenarios (million of constant 1993 cedis) Years 
Low (5.5%) Medium (7%) High (8.5%) 

2020 13,272.9 14,682.2 18,659.8 
2021 14,002.9 15,710.0 20,246.9 
2022 14,773.1 16,809.7 21,967.9 
2023 15,585.6 17,986.4 23,835.2 
2024 16,442.8 19,245.4 25,861.2 
2025 17,347.2 20,592.6 28,059.4 

Source:  ITPG Study Team’s own computations 
 

Growth realized during the present period would be quite impressive. Gains in GDP would 
be as follows: 
 
� Under the low scenario:  4,074.3 million 1993 cedi, or 30.7 per cent; 
� Under the medium scenario: 5,910.4 million cedi, or 40.3 per cent; 
� Under the high scenario: 9,399.6 million cedi, or 50.4 per cent 

 

In order to properly appreciate this magnitude of growth it is worthwhile reminding that the 
level of GDP under the high growth scenario would be 3.5 times higher compared to 2008 ( 
all figures in constant prices). Again numerous exogenous factors may condition the 
attainment of this level of GDP. 

6. 2026-2030; high growth is sustained 

Once the high growth of the previous five-year period has been sustained, there are good 
chances that it will continue into the next period of 2026 to 2030. The multiplying effect of 
new investment injected into industrial, agricultural and transport infrastructure may even 
add to the impressive growth of the first half of that decade. The Table below summarizes 
the projections of GDP over the years 2026-2030. 

Table 31 :  Years 2026-2030 period of a sustainable high growth  
 

Growth scenarios (million of constant 1993 cedis) Years 
Low (6%) Medium (7.5%) High (9%) 

2025 17,347.2 20,592.6 28,059.4 
2026 18,398.0 22,137.0 30,584.7 
2027 19,491.3 23,797.3 33,337.3 
2028 20,660.8 25,582.1 36,337.7 
2029 21,900.4 27,500.8 39,608.1 
2030 23,214.4 29,563.4 43,172.8 

Source: ITPG Study Team’s own projections 
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Growth increases realized during the period 2026-2030 would be as below: 
� Under the low growth scenario: 5,867.2 million constant 1993 cedi, or 33.8 per cent; 
� Under the medium scenario: 8,970.8 million cedi, or 43.6 per cent; 
� Under the high scenario: 15,113.4 million cedi, or 53.9 per cent. 

In absolute terms the GDP figure for 2030 (high growth scenario) would be 5.4 times greater 
than its 2088 level. 

 

7. 2031-2035; period of economic expansion 

If the exogenous conditions mentioned earlier are fulfilled Ghana may see a period of 
economic expansion in the first half of the fourth decade of this century. As figures in table 
below indicate the economic growth may be the highest ever. 

 

Table 32 : Years 2031-2035: period of economic expa nsion  

Growth scenarios (million of constant 1993 cedis) Years 
Low (6%) Medium (8%) High (10%) 

2030 23,214.4 29,563.4 43,172.8 
2031 24,607.3 31,928.5 47,490.1 
2032 26,083.7 34,482.8 52,239.1 
2033 27,648.7 37,241.4 57,463.0 
2034 29,307.6 40,220.7 63,209.3 
2035 31,066.1 43,438.4 69,530.2 

Source: Source: ITPG Study Team’s own projections 
 

Economic gains realized during that period in terms of GDP increases in real terms would be 

as follows: 

� Low growth scenario: 7,851.7 million cedi, or 33.8 per cent; 
� Medium scenario:  13,875.0 million cedi, or 46.9 per cent; 
� High growth scenario: 26,357.4 million cedi, or 61.1 per cent. 
 

In absolute terms the level of GDP in 2035 under the high growth scenario would be 8.7 
times higher compared to the year 2008. 

8. Comments on the growth trends 2009-2035 

Although the scenarios presented above may be considered by certain people as 
overoptimistic, they have nonetheless tangible merit: they are setting growth trends. While 
trends are almost never linear they are always either increasing or decreasing.  

This document has been based on the assumption of consistent and sustainable growth that 
would be possible owing to the streamlining of the oil wealth. 

Like any developing country, Ghana is in dire need of infrastructure development and 
upgrading. Without this prerequisite being fulfilled, even the new oil wealth may not be 
sufficient for the country to move into a higher gear. But there is also a real danger that the 
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oil revenue will not be absorbed by the national economy at its current level of development. 
It may find ways to leak out of the country.  

It is therefore essential that everything is done to keep this wealth in Ghana. The ITPG Study 
Team are well aware of this but they are not expected to propose solutions. Their main 
responsibility is to relate macroeconomic growth to the development of the transport sector. 
The reverse is also true. 

The proposed growth scenarios are not an end in themselves. They are mere assumptions. 
It may well be that they will be surpassed or underachieved. The problem is not in exact 
figures but in relations between the macroeconomic agents. But the fact remains that without 
a strong and sustainable high growth Ghana will be unable to break the vicious circle of 
poverty despite all the endowments it is blessed with. 

9. Forecasts for other macroeconomic factors 2009-2035 

9.1 Demographic trends in Ghana 2009-2035  

Demography should always be at the centre point of any macroeconomic consideration. 
However, in Ghana this is not always so despite stern warnings by demographers that an 
uncontrolled population explosion may derail any economic programmes, GPRSII scheme 
included. 

ITPG Study Team has made projections of the population of Ghana 2000-2035. The Table 
below summarizes three demographic scenarios for Ghana during the period 2009-2035. 
 

Table 33 : Increase of Ghana’s population 2009-2035  according to low, medium and 
high scenarios (‘000 people) 

Rate of natural increase Years 
Low (2,1%) Medium (2,6%) High (3.0%) 

2009 23,349.2 23,486.7 23,573.3 
2010 23,808.0 24,038.0 24,269.4 
2015 26,269.8 27,188.2 28,139.1 
2020 29,039.6 30,839.0 32,758.7 
2025 32,160.è 35,079.8 38,291.5 
2030 35,682.8 40,016.9 44,938.9 
2035 39,663.1 45,777.3 52,949.9 

Source:  ITPG Study Team’s own computation based on official demographic statistics 

 

Figures in Table 33 provide some troubling conclusions. Under the low  scenario of 2.1 per 
cent rate of natural increase, the population of Ghana would attain almost 40 million people, 
a 70 per cent increase from the 2009 level. This population would reach nearly 46 million 
people under the medium  scenario of 2.6 per cent rate of natural increase (a 95 per cent 
increase over 2009). The high  scenario of 3.0 per cent natural increase would see the 
population of Ghana shoot up to 53 million people, which represents a 125 per cent increase 
over its size in 2009. 
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While nothing is linear in socio-economic analysis, demographic trends are amongst the 
most consistent ones. The past demographic history of the vast majority of the developing 
nations illustrates that, unless some disasters strike, the population of these countries is 
always growing. The rate of this increase may vary but it rarely goes down. 
 

It is beyond the scope of the present document to provide a detailed demographic analysis 
for Ghana. Demography is of interest to it in-as-much as it affects the shape and evolution of 
the national economy. Of particular interest here is the evolution of the GDP per capita 
indicator which is covered in the next section. 

9.2 Ghana: evolution of the GDP per capita indicator 2009-2035  

Comparison between the GDP growth rates with data on population gives the GDP per 
capita indicator. It is included in the Table below. 

 

Table 34: Evolution of the GDP per capita indicator  in the years 2008-2035 

GDP per capita (constant 1993 cedi) Years 
Low growth scenario Medium growth scenario High growth scenario 

2008 23,349.2 23,486.7 23,573.3 
2009 23,808.0 24,038.0 24,269.4 
2015 26,269.8 27,188.2 28,139.1 
2020 29,039.6 30,839.0 32,758.7 
2025 32,160.7 35,079.8 38,291.5 
2030 35,682.8 40,016.9 44,938.9 
2035 39,663.1 45,777.3 52,949.9 

Source: ITPG Study Team’s own computation based on GDP and demographic growth 
scenarios. 

 

Based on the projected growth scenarios GDP per capita in constant cedi would grow by 124 
per cent under the low growth scenario, 173 per cent under the medium growth scenario, 
and 276 per cent under the high growth scenario between 2009 and 2035. 

Although in percentage terms these growth rates may seem quite impressive, in absolute 
terms it is less so. The US$ 1,000 mark in 2015 will not be attained. It will not be attained in 
the year 2020, either. 

But the level of US$ 1,000 depends not only on the rate of economic growth and the natural 
rate of increase of the population, but also on the rate of exchange of the cedi against the 
US dollar. This rate is worsening.  At the time of this writing it was Gh¢ 1.44 /US$ 1.00. 

However, the rates of growth are provided in constant 1993 prices, so direct comparisons 
between the two currencies are not possible. Only the evolution of this rate over the whole 
period could provide relevant comparisons. ITPG Study Team are unable to make such 
comparisons at this time. 

The crucial factor in a slow progress of the GDP per capita indicator is, of course, the rapidly 
expanding population of Ghana. The rate of natural increase is responsible for the slow 
progress in wealth of the Ghanaians, despite the assumed high rate of economic growth. 
This issue was covered in more detail in the early paper quoted here on several occasions. 
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9.3 Trends in other macroeconomic factors 2009-2035  

Factors such as inflation, interest rates, budgetary deficit, current account deficit, etc. are 
extremely difficult to forecast, particularly over longer periods of time. They are strictly 
related to growth of GDP. The trends presented in Chapter 3 are adequate. 

 

10. Overall conclusions to forecasts  

This Chapter contains forecasts of key economic factors that affect the attainment of the 
GDP goals, namely: Demographic trends; Per capita income; Employment; Inflation; Interest 
Rates; Exports, imports, trade deficit and the balance of payments; Domestic and foreign 
debt; Budgetary deficit; and the prospects of an oil economy in Ghana. 

The aim of the analysis is to forecast the future demand for transport resulting from growth of 
these factors. 

It is evident from the analysis that a wide range of macroeconomic factors69 affect, not only 
Ghana’s economic performance but, the ability to forecast its future performance.  

There are innumerable permutations of these factors and each permutation will have an 
impact on the transport demand forecasting to be undertaken, initially within the ITP project, 
but continuously in the future by Ghana’s economic and transport planners 

The rates of economic growth for Ghana presented in Chapter 4 are based on high growth 
spurred by the emergence of the oil industry, do not change the basic conclusion: the 
improvement in the welfare of Ghanaians will depend on two principal factors: maintenance 
of the high rates of growth and control of the increase in population. While the issues such 
as good governance, better management of resources, increased productivity, and the like, 
will all have a direct impact on this welfare, only the right mix between growth and population 
can guarantee a real progress in the life of ordinary citizens of Ghana. Whilst the transport 
sector has an important role to play in economic performance, growth, as predicted here 
relies heavily upon the leadership and direction taken by other key sectors of the economy.  

Whilst the ITP Consultant is unable to define target values for each and every one of the 
macroeconomic factors that will affect the demand for transport, a number of conditions 
emerge which require attention and, on which there needs to be progress made to attain the 
economic goals set in the policy documents. As indicated above, responsibility for many of 
the measures rests with other sectors of the economy.  

It is anticipated that various measures will be required to achieve the growth forecast in this 
analysis. They are grouped in three areas: 

                                                      

69 The report on Ghana’s economy by the year 2017 that has been prepared by the’’ Business Monitor 
International’’ is analysing more than 35 macroeconomic variables. 
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1. Major policy issues beyond the Transport Sector such as:  

 
� Reduction of the birth rate 
� Increased productivity of the major sectors of the national economy, both capital 

productivity and labour productivity through institutional reform, training and culture 
change 

� Shift of emphasis  from the agriculture-led growth to the industry and service sectors 
� Greater emphasis on the high added-value services, such as banking, insurance, 

transport-related services ( e.g. forwarding) as compared to basic services such as, for 
instance, food and  housekeeping 

� Reduction of unessential imports, replacing them with local production 
� Promotion of local initiatives aimed at raising self-sufficiency, especially in terms of food 

supplies. 
� Promotion of exports through institutional, economic and infrastructure improvements ( 

for example, eliminating trade barriers, across-the-border trade in agricultural products, 
cooperation between agencies and filling gaps in the transport supply chains) 

� Reform of the property laws to create clear title of land ownership 
� Establishing of suitable credit systems for small businesses (for example. micro credit to 

small farmers) 
� Expanding the taxation base without turning it into a disincentive 

 

2. General improvements in Good Governance (affecti ng the transport sector and 
other sectors) such as:  

 
� Improved economic planning environment including master planning at sub-regional, 

national and local level 
� Improved public finance management  
� Reform of the institutional set-up of the leading sectors of the national economy to 

increase the coordination and integration of policy, planning and implementation 
� Improved functionality of Public Sector organisations including reduced bureaucratisation 

and economic decentralisation 
� Increased availability of information to (all) stakeholders including greater transparency 

and accountability of Government decision making processes 

 

3. Transport Sector Policy such as:  

 
� Creation of an enabling environment for greater private sector involvement in financing 

infrastructure and transport services through: appropriate regulation; privatisation; 
concessions; PPP; and tax relief. 

� Increasing the role of transport users in transport policy formulation and implementation 
� Adherence  to the principle of full cost recovery for the use of infrastructure through a 

system of user charges 
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� Focusing on maintaining existing transport infrastructure assets that enable the most cost 
effective transportation of goods throughout the country and as transit services to/from  
the landlocked countries in the region   

� Closing of gaps in transport infrastructure including improvements to the connectivity of 
transport infrastructures at the ECOWAS and pan-African level 

� Expansion of air and maritime transport – two essential modes for the expansion of 
foreign trade 

� Application of value-chain principles to determine gaps in transport infrastructure  

 

The measures listed above are not exhaustive, but an indication of what needs to be done to 
sustain the growth necessary to fight poverty and secure Ghana’s middle-income status. 
They also provide indicators of improvements throughout Government that will gradually 
improve the ability of transport planners to forecast future demands on, and performance of, 
the transport sector.    


