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Strategies
Key strategies for poverty reduction include the following:

prudent fiscal and monetary policy management;

private sector-led agro-industrialization;

sound and sustainable management of the environment;

promotion of commercial agriculture using environmentally friendly
technologies; and

increased investments in economic and social services.

These strategies were strengthened by increased efforts to implement the following
medium term priority interventions:

infrastructure development

modernised agriculture based on rural development to ensure increased
production and employment;

investments in education, health, and sanitation to enhance delivery of basic
social services;

upholding the rule of law, respect for human rights and the attainment of social
justice and equity to enhance good governance; and

private sector development through macro-economic stability.

Additionally, measures were adopted to enhance the opportunities for implementing
direct poverty reduction interventions at the district level through:
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Relative progress has also been made in realising the objectives of the medium
term priority areas. In agriculture, for example, the cocoa and forestry sub-sectors
have experienced productivity gains;

Investments in infrastructure have shown significant gains especially in the road
sub-sector, energy and ICT.

The improvements in the fiscal space of the economy has enabled significant
increases in investments in the social sector in support of health, education, water
and sanitation and special programmes targeted at women, children, the
vulnerable and excluded. These have contributed to substantial progress towards
the MDGs.

The private sector has benefited from the improved macroeconomic conditions,
increased government efforts to address the infrastructural bottlenecks, and from
institutional reforms carried out in the financial sector, customs, legal system,
labour market, land reform and civil service. These benefits have manifested
themselves in increasing credits to the private sector, and in the ease of doing
business in Ghana (CPIA = 3.9).

These improvements have contributed significantly towards promoting
accelerated growth and poverty reduction. The GDP growth rate increased from



Challenges

Ghana has made progress towards accelerated growth and poverty reduction in recent
years, but major challenges still remain including the following:

e Lack of structural transformation of the economy in the face of sustained

economic growth

e Energy crisis

e Low level of accumulation of technological capabilities

< High youth unemployment as a threat to social cohesion

e Slow pace of public sector reform

e Brain drain

e Unsustainable management of natural resources

e Persistent inequalities in the distribution of the gains of growth

e The HIV/AIDS menace

e Financing the infrastructure gap

e High public sector wage bill

Key lessons learnt

The key lessons learned from Ghana’s experience are that true ownership of national
development strategies is critical for effective implementation and monitoring.
Furthermore, while macro-stability is essential for growth complementary investments in
institutions and supportive infrastructure play an important catalytic role in the growth
process. In particular, credible reforms in political and corporate governance are essential
for creating a favourable investment climate. Moreover, while rapid improvements in
primary and secondary enrolment have been observed, looming challenges with respect
to maintaining educational quality. Furthermore strengthening the partnership between
government and its development partners promotes mutual accountability and overall
improvements in the aid architecture.



STRENGTHENING EFFORTS FOR THE ERADICATION OF
POVERTY AND HUNGER, (INCLUDING THROUGH GLOBAL
PARTNERSHIP(S) FOR DEVELOPMENT

1.0 INTRODUCTION

Following the declaration of the Millennium Declaration in 2000, Ghana has adopted the
Millennium Development Goals (MDGS), as its long term minimum objectives for socio-
economic development that have influenced the determination of the country’s strategic
priorities for national socio-economic development. Consequently, the targets of the
MDGs have been mainstreamed in the country’s successive development policy
frameworks — The Ghana Poverty Reduction Strategy (GPRS 1) and the Growth and
Poverty Reduction Strategy (GPRS II) respectively.

The aim of this national report is to examine and provide an assessment of the
implementation of Ghana’s national development strategies to achieve national
development objectives, including the MDGs. The report focuses largely on the
implementation of the GPRS | & Il. It outlines the process of formulating the GPRS, the
progress made towards strengthening efforts to accelerate growth and poverty reduction,
challenges and bottlenecks encountered and support from development partners.

The report is presented in four sections. After a brief introduction in Section I, Section Il
discusses the socio-economic environment and challenges that confronted the country in
2000. This is followed by an analysis of the economic policies and programmes that were
implemented to address these challenges in Section I11. Section IV outlines the country’s
achievements in relation to the objectives of the national development frameworks
including the MDGs. The paper concludes with lessons learnt and remaining challenges
for the future.

20 ECONOMIC POLICY ENVIRONMENT AND CHALLENGES
IN 2000



& Economic growth had remained stagnant at below 5% for almost two decades of



In order to arrest the fast deteriorating fiscal balance the government launched a
stabilization strategy to create sufficient enhance opportunities for financing the
necessary investments required to achieve the MDGs. The fiscal strategy focus was
influenced largely by revenue enhancing and prudent spending management. This
strategy was complemented with a tight monetary policy with the core objectives to
reduce inflation to single digits and limit exchange-rate volatility by strengthening the
autonomy of the Bank of Ghana (BOG). This autonomy has been further strengthened
through the creation of a Monetary Policy Committee to guide the decisions of the Bank
of Ghana, and the use of a prime interest rate as signals for the policy stance of the BOG.
With the Bank of Ghana Act (612) the government’s borrowing requirements became
tightly controlled and shifted away to non-banking sector sources and also per legislation
pegged at 10% of its revenue.

3.2 Decision to Apply for HIPC

A significant milestone in the evolution of Ghana’s new economic policy thrust in the
new millennium was the decision of the government to apply for the enhanced initiative
for Heavily Indebted Poor Countries (HIPC), with the view to reducing the debt burden
and enhancing her access to more resources for accelerated poverty reduction. Ghana
reached the HIPC Decision Point in 2002. In order to benefit from the debt relief under
the HIPC initiative Ghana prepared a poverty reduction strategy document (GPRS).
Through prudent fiscal and monetary policy the country reached the Completion
Point of the Enhanced HIPC Initiative in July 2004, within a record time of thirty
months.

As a result the Paris Club of creditors offered an outright debt cancellation of about US$2
billion, with a further US$2 billion to be forgiven in instalments over the next 20 years.
Ghana was required to use 80 percent of the savings generated from the debt relief for
additional poverty related expenditures, and 20 percent to reduce domestic debt. In 2006
the fiscal space for investment in poverty reduction programmes was further widened
with additional savings from a cancellation of Ghana’s debt under a Multilateral Debt
Relief Initiative (MDRI) of the G-8 countries equivalent to about US$4.2 billion.

Between 2001 and 2005 the HIPC debt relief created substantial savings to allow for
substantial increases in poverty-related spending from 4.7% of GDP in 2001 to 8.5% in
2005. The savings also bolstered the fiscal consolidation efforts of the government and,
thereby, contributed strongly to a significant reduction in domestic debt service. Between
2002 and 2006, for instance, the burden of the domestic debt service, as measured by the
ratio of the domestic debt relative to the GDP, declined from a peak of 29.12% to about



4.0 NATIONAL DEVELOPMENT POLICY FRAMEWORKS
4.1 Ghana Poverty Reduction Strategy (GPRS I: 2003-2005)

GPRS | was formulated to enable Ghana to benefit from a significant measure of debt
relief under the global HIPC initiative and to position the country in an improved
macroeconomic environment to address critical issues of poverty on an emergency basis.

For the limited objective of attaining a measure of macroeconomic stability, sufficient
enough to admit a programme of action on poverty an interim poverty reduction strategy
(I-PRSP) was prepared followed by a “Ghana Poverty Reduction Strategy 1. The strategy
was designed at the time to address poverty reduction through programmes and measures






4.2 The Growth and Poverty Reduction Strategy (GPRS I1: 2006-2007)

Following the positive results achieved from the implementation of GPRS I, government



A National Expenditure Tracking System (NETS) was also developed by the Ministry of
Finance and Economic Planning (MOFEP) and Ghana’s Accountant General’s
Department to track poverty-related expenditures in the priority areas of the GPRS. This
tool also facilitated the harmonization of GPRS framework with the MTEF budget
format. By capturing all sources of public sector funds and expenditure the NETS
additionally served as a useful linkage for tracking expenditures on the implementation of
the GPRS.

In 2006 a refined mechanism that allows sector priorities to be effectively linked to the
GPRS objectives through the MTEF was instituted by NDPC and MOFEP. This new
mechanism establishes the links between the sector plans, GPRS priorities and the annual
Budget by ensuring that all:

& MDASs objectives are properly aligned to the strategic objectives of the GPRS I,

+ The objectives of the current MTEF are properly aligned to the GPRS I,

# Resources for financing expenditures associated with the implementation of the

GPRS Il are consolidated and rationally allocated.

4.4, Implementation, Monitoring and Evaluation

The strategy emphasises on stakeholder participation in the implementation, monitoring
and evaluation of the GPRS. A national development communication strategy has been
formulated to assist in dissemination the strategy to civil society. The participatory
process is designed to ensure transparency and promote a sense of national ownership.
The oversight responsibility of the parliamentary select committee on poverty will be
strengthened to ensure the effective implementation of the strategy. A GPRS M&E
system to produce an annual progress report that is fed into the annual planning and
budget cycle is instituted.

The GPRS consists of programs and projects that can be implemented by the government,
the private sector and civil society organizations, and thus recognises the critical role of
the various stakeholders in its effective implementation. Given that the private sector and
civil society organizations have competencies in certain areas that government does not
have, the GPRS identifies specific roles and responsibilities to these non-state actors
based on their special competencies.

A GPRS Monitoring and Evaluation (M&E) plan has been established to monitor the
implementation of programs and projects, and evaluate their results and impact on
reducing poverty on a continuous basis. The M&E institutional arrangements have been
designed to facilitate active participation of stakeholders to ensure policy
recommendations are relevant and contribute to further enhancing policy formulation and
resource allocation that are geared towards poverty reduction.
The M&E Plan includes the following;

« development of institutional framework for coordinating the system,

= establishment of monitoring indicators against GPRS baselines and core targets



establishment of special indicators to facilitate the tracking of the HIPC
expenditures, Millennium Development Goals (MDGs), and the Medium terms
priorities

studies to enhance the knowledge and data base for the conduct of objective impact
analysis of GPRS (i.e. PSIAS)

dissemination plans and a communication strategy, based on sound understanding of
the key stakeholders

wider stakeholder participation (government, parliament, NGOs, CSOs, private
sector) in monitoring progress of the GPRS.



Non-Tax Revenue 1.46 0.91 0.53 0.56 1.42 191

Grants 212 6.91 3.19 4.78 6.19 5.26
Other Receipts 16.69 10.62  10.73 8.57 6.45 453
Divestiture 1.19 0.41 0.02 0.65 0.36 0.24
Project Loans 3.72 5.17 2.48 3.13 3.11 3.17
Programme Loans 2.95 2.78 0.33 1.68 1.15 151
Exceptional Financing 0.00 0.00 2.60 2.76 1.33 1.23

Net Domestic Financing 8.83 2.27 4.88 0.35 0.49 -1.62
Total Payments 3652 3570 3234 3370 36.01 36.77
Statutory Payments 1714 1352 1398 1384 11.22 12.59
Discretionary Payments 19.38 2218 1836 19.86 24.78 24.18
Budget Balance -8.48 -7.24 -5.26 -3.40 -3.20 -2.00
Primary Budget Balance 2.45 3.80 2.14 2.50 0.70 3.40

Source: Ministry of Finance and Economic Planning

The prudent fiscal and monetary policies have had a positive impact on almost all the
fiscal and monetary indicators. The budget deficit reduced over the period from 8.4% of



Figure 2: Trends in Inflation, 2000 - 2006

As a result of stability in the economy the Bank of Ghana lowered its prime rate and
lending rates of commercial banks from about 42% and 47% in December 2000 to about
10% and 22% in 2006 respectively. However, the interest rate spread remained high at
13% in 2006, even though it had reduced considerably from more than 30% in 2000.
From a deficit of about US$194 million in 2000, the balance of payment recorded a
surplus of US$ 178.8 million in 2006.

The economy has indeed responded positively to these new reforms with stronger
growth, with the average output expanding from an annual rate of 3.7% in 2000 to 6.2%

in 2006 (Figure 3). Since 2004 the GDP growth has averaged 6% which is the highest
rate ever recorded over the past decades.

Figure 3 : Trends in Real GDP and Real Per Capita Growth Rates, 2000-2005 (%)
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Table 2: Selected Performance Indicators, 2004-2005

Indicator 2004 2005 2005 Differen  Differen
ce ce
(% unless otherwise stated) Actual (C1) Target(C2) Actual (C3) C3-Cl C3-C2
National GDP
Nominal GDP (¢ billion) 79,804 96,319 97,018 17,214.3 699
Real GDP Growth 5.8 5.8 5.8 0.0 0.0
Real Per Capita GDP Growth 1.9 21 0.2
Sectoral Growth Rates (%0)
Agriculture 7.5 6.5 6.5 -1.0 0.0
Industry 5.1 5.8 5.6 0.5 -0.2
Services 4.7 5.4 54 0.7 0.0
Fiscal Indicators (%)
Domestic Revenue/GDP 238 24.6 24.9 11 0.3
Domestic Expenditure/GDP 23.1 22.2 22.2 -0.9 0.0
Tax Revenue/GDP 21.8 21.8 22.2 04 04
Primary Balance/GDP 0.7 25 2.7 2.0 0.2
Overall Balance/GDP -3.2 -2.2 -24 0.8 -0.2

Net Domestic Financing/GDP*

11



private sector investment and growth in the real sector (particularly agriculture and
industry).

Good progress appears to have been made in realising the objectives of this priority area.

The transport (including road, rail, water and air transport) and construction sub-sector, in
particular, recorded significant increases in growth under the GPRS 1, as a result of
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Figure 5: Total Value of Cocoa Exports (2004-2006
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Figure 6: Value of Export of Selected Commaodities (2004-2006)
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day) also improved. As illustrated below average dietary protein consumption per day
increased 46 g/person/day in 1990-2 to 58 g/person/day in 2003-2004 while dietary
energy consumption per day per person rose by almost 30% from 2080 to 2690
(kcal/person/day) during the period between 1990-1992 and 2003-2004. Dietary fat
consumption (g/person/day) also increased from 35 to 42 over the same period. The
positive effects can also be seen in the downward trend in the prevalence of food
deprivation in Ghana, which is reflected in the rapid decline in both the number and
proportion of undernourished people from 5.8 million and 37% to 2.3 million and 11%
respectively between 1990-1992 and 2003-2004.

Figure 7a Selected Consumption Indicators Figure 7b Selected Indicators of Undernourish-

in Ghana, 1990-2002 ment Ghana, 1990-2002
70 3000
80T 1 2500
50 +
+ 2000 s,
> ]
S40 1 t
é 1500 £
5_30 / %‘
= EH Dietary protein consumption (g/person/day) -+ 1000 £
20 + =
P + 500
01 :::g ::g ::?
0 ZBins /7B 7/ /7.

1990-1992 1995-1997 2000-2002 2003-2004
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Figure 8: Trends of Children Nutritional Status in Ghana, 1998-2006

Food security in Ghana can benefit from improvements in agricultural productivity.
Overall, agricultural growth has been driven more by expansion (26.3%) in acreage than
by increases (5.27%) in productivity. Moreover, cash crop agriculture, particularly cocoa,
has accounted for the bulk of the productivity gains. Conversely, expansion of acreage
accounted for the bulk of food crop growth during the period 2001-2006.

Factors accounting for the limited productivity gains in food crop agriculture include
inadequate investments in inputs due to low returns on investment. Profit margins tend to
be low in the sector due to inadequate support mechanisms to protect farmers from
volatility in farmgate prices, high input costs, inadequate extension services and limited
access to credit and markets. In the absence of effective price smoothing measures
farmers are exposed to high market risks. This in turn reduces their capability and
incentive to invest in yield-improving inputs. Furthermore, it reduces their credit
worthiness and as well as their ability to repay loans. These factors may account for the
unfavourable trend in the share of credit to the agriculture sector (excluding cocoa) which
declined from 8.1% in 2004 to 4.8% in 2006 as against the 2006 target of 10%.
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I11. Private Sector Development:

The objective of strengthening the private sector capacity to function effectively as the
engine of growth and poverty reduction is pursued through

« facilitating private sector access to long-term finance,

e promoting entrepreneurial skills,

< facilitating reduction of bottlenecks in private sector development, and

e generation of employment.

The share of credit to the private sector has risen since 2000. Credit growth to the private

sector has increased from 11% in 2001 to 94.9% in 2006 and this has raised its share of
total credit during the period has risen from 59.6% in 2000 to about to 81.6% in
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Moreover, the improvement in the quality of Ghana’s economic policies has made the
World Bank, in its country policy and institutional assessment, to raise Ghana’s ranking
on the CPIA index of the quality of overall economic policies on 16 dimensions of
performance from 3.5 (medium performer) in 1998 to 3.9 (strong performer) in 2005.
These ratings thus put Ghana among the top 5 policy performers in the Sub-Saharan
African region (Table 4). In confirmation of the of the its sustained track record in
prudent economic management and good governance Ghana has now been given a B+
sovereign credit rating (since 2004) by Standard and Poors, Fitch Ratings and at par with
countries like Turkey, Brazil and Indonesia, in terms of sovereign credit risk.

The improved investment climate has also impacted positively on the flow of foreign
investments into the country, with the FDI net inflow increasing by almost 200% in 2006
alone from US$144.97million in 2005 to US$434.50million in 2006.

Table 4: World Bank’s CPIA Index* (Economic Policies Quality) and Per Capita Growth of
Selected Sub-Sahara African Countries (1998 -2005)

2005 1998-2005 2005 1998-2005 2005 1998-2005 1998-2005
Macro Public GDP per

CPIA Annual economic Annual  Sector Annual capita

overall change managementchange managementhange growth*

Benin 3.7 1.0% 4.0 1.5% 34 1.2% 1.3%
Burkina Faso 3.8 2.6% 45 4.5% 3.6 2.6% 1.2%
Ghana 3.9 0.9% 4.2 1.3% 3.7 0.8% 2.5%
Kenya 3.6 3.0% 42 7.0% 3.3 2.6% 0.3%
Madagascar 3.5 2.8% 3.3 1.0% 34 5.3% 0.4%
Mali 3.7 1.2% 43 1.9% 3.6 3.3% 2.9%
Mozambique 35 0.3% 42

Rwanda

Senegal

Tanzania

Uganda

Africa Average

Source: World Bank WBI and CPIA sheets.
* Country Policy and Institutional Assessment (CPI1A)
" Africa average GDP per capita growth excluded oil countries.

In spite of the significant progress made in developing the private sector a number of
issues need to be resolved in order to enhance the performance of the sector. These
include: i) inadequate access to finance, especially for women; ii) falling but still fairly
high interest rates; iii) weak commercial dispute resolution system; iv) vulnerability and a
large informal sector where the youth and women predominate; and v) weak linkages
between the informal sector and the formal sector.

IV. Enhanced Social Services
The objective of this medium term priority is to enhance the delivery of social services

taking into consideration the need to ensure locational equity and quality, particularly in
the areas of education, water, sanitation and health services. The strategy emphasis on

18



developing basic education as well as bridging the equity gaps in health care provision,
outreach services and clinics in deprived rural and peri-urban areas.

Considerable progress has been made in improving the basic output and impact indicators
in health, education and water. This has been the result of increased budget allocations
since 2001, which have very often exceeded budget projections. The percentage of total
government expenditure (GOG + Donor) to the social services sector, increased from
30% in 2001 to about 48% in 2006 (Figure 12).

Figure 12: Resource Allocation to the Social Sector, (Percent) (2000 — 2006)
55 /—szr?
50

maza A 48
45 2.8

—_  ——=4aa
40

-4.2 /.%797—-4&8\“47'4
35 SA4.71
30 0.18

[+ GOG & Donor = GOG |
25 T T T T T
2001 2002 2003 2004 2005 2006

A summary of the performance of the education sector is provided in Table 5 below.
Indicators that experienced positive trends include primary and secondary enrolment for
boys and girls, gender parity at both the primary and secondary schools and the pupil
textbook ratio. Increased enrolment however was not matched by corresponding
increases in the number of trained teachers. As a result the pupil teacher ratio increased
marginally. Overall, there have been measurable improvements in educational
infrastructure with increases in both public and private school facilities. In spite of the
reforms gender, regional and rural/urban disparities in enrolment persist across different
levels of education. For instance, the gender parity index is lower at the secondary level
than at the primary level.
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Table 5: Achievements of Basic Education Sector Indicators
1990 2000 2004 2005

Poverty headcount (percent) 52 51.7 35 28.5
Primary completion rate (percent) 47 48
Gross  Primary  Enrolment

Ratio (GPER) ( percent) 76.00 81.00 86.30 87.50
Gross  Primary  Enrolment

Ratio for Girls ( percent) 67.00 74.00 83.10 84.40
Gender Parity Index (GPI) 1 0.78 0.88 0.93 0.95*
Pupil — Teacher Ratio 34:1 35:1
Pupil: Core Textbook Ratio 1:05 1:0.3
% of Trained Teachers in

Primary Schools (‘percent) 76% 73.90%  72.40%
Access to safe water ( percent) 54 56

Access to sanitation ( percent) 21 35

In the health sector some progress has been recorded although significant challenges
remain (Table 6). Despite improvements in a number of input indicators (e.g., number of
health facilities, immunization, access to health care services and incidence of hospital
deliveries), impact indicators such as maternal and child mortality appear not to have
changed very much. This may reflect lags between interventions and outcomes and/or
improved reporting as a result of increased sensitization to health issues.

Table 6: Achievements of Basic Health Sector Indicators against Targets

Indicators 1990 2000 2003 2004 2005
Infant mortality Per 1000 77 57 64 N/A N/A
Under five mortality (per1,000) 122 108 111 112 111
Child Malnutrition Percent 35.80% N/A N/A
Immunization Coverage (Penta3)  Percent 76.00%  75.00% 85.00%
Neo-Natal Mortality Per 1000 48 38 47.00%  49.00% 52.00%
Maternal mortality 100,000 740 540 503
Proportion of supervised deliveries  Percent 46% 51.90%  53.40% 54.10%
% increase in health expenditure to

total government expenditure Percent 11.80%  12.00% 11.20%
Access to safe water ( percent) 54 56 55.00%
Access to sanitation ( percent) 21 35 32.00%
% of rural population with access to

safe water sources Percent 45.5 47.70% 51.70% 52.00%
Incidence of Guinea Worm cases 8,290 7,275 3,944
Stunting 265 27 30 32 33
Underweight Percent 26 25 22 21 20
Wasted Percent 12 10 7 7 6

V. Good Governance
Good governance is critical for ensuring the success of the GPRS Il and securing the

gains of the recent past. Accordingly, GPRS delineated priority areas of good governance
to include public sector reform (PSR), decentralisation, promotion of security and the rule
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of law. Since the new millennium the government has implemented several policies and
measures to achieve the set objectives of the various priority areas of good governance.

A summary of country achievements resulting from the implementation of these
objectives is provided as follows:

Public Sector Reform: The key objective of this initiative is to reorient central
government structures, organisations and functions with the view to making them more
efficient, effective, and private sector-friendly. A significant achievement in this direction
is the enhancement of the regulatory and legal environment to support transparency and
accountability in public financial administration including improved auditing and public
procurement. The passage of the following three important laws, namely;

+ Financial Administration Act 2003, Act 654;

& Internal Audit Agency Act 2003, Act 658 and

& Public Procurement Act 2003, Act 663,
(all in 2003), is a major contribution to the attainment of this objective.

Together with the Whistleblowers Act these laws aim to strengthen the fight against
corruption. The administration of justice has also improved with successful computerisation
and introduction of Fast Track Courts and augmentation of staff and capacity building of
personnel in Performance Management, Alternative Dispute Resolution, Court
Automation, Case Management and Change Management. In addition to these, civil
society initiated a number of interventions. The Ghana Anti-Corruption Coalition, for
instance, undertook a number of activities on creating public awareness on the negative
impact of corruption on poverty reduction.

The capacity of the Office of the Attorney General and the judiciary has been
strengthened in terms of numbers of qualified staff, technology, training and equipment
to ensure the rule of law. In line with its resolve to fight corruption the government has
strengthened state institutions established to ensure public transparency and
accountability in resource generation, allocation and management, and fraud detection,
including the Police, Serious Fraud Office, Commission on Human Right and
Administrative Justice (CHRAJ) and the Office of Accountability in the Presidency.

In the area of strengthening law enforcement, the Police Service, has, since 2000,
received significant support in the form of personnel and logistics to enhance their
operations and effectiveness. Police-citizen ratio has improved substantially with the
annual recruitment of abou