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Introduction
The theme of the 2016 Budget, 
“Consolidating Progress Towards 
A Brighter Medium Term”, captures 
the determination of the ruling 
government  to implement a 
transformational agenda which will 
not only consolidate Ghana’s Middle 
Income Country (MIC) Status but also 
secure bright medium term prospects 
for the economy.

On the authority of the President, His 
Excellency John Dramani Mahama, 
the Minister of Finance in this budget 
speech indicated that the government 
remains resolute in it’s commitment 
to correct the major budget overruns 
by sustaining fiscal discipline whilst 
securing prudent investments in 
infrastructure and social development.

The Minister further indicated that 
programmes of fiscal consolidation 
implemented in 2015 had ensured a 
stabilised current account deficit as 
a percentage of GDP, containment 

of overruns in the wage bill and a 
slowdown in the pace at which Ghana 
have been accumulating public debt as 
a percentage of GDP.

Despite these successes, 
uncertainties still remain regarding the 
state of the Ghanaian Economy.

Ghana has considerable 
macroeconomic imbalances that drag 
down its ability to sustain the recent 
trend of strong economic growth.  
Notably, the country suffers from a 
large current account deficit despite 
its exports of cocoa, gold and oil. 
Furthermore, the budget balance is a 
perennial concern, while power cuts 
and depreciatory pressure on the 
Ghanaian cedi in 2014 and 2015 have 
hampered economic performance. 

In addition to the economic challenges 
there is the existing concern 
about the apparent corruption and 
mismanagement of revenues, which 

has created an atmosphere of mistrust 
amongst most of the Ghanaian 
population on the governments’ 
ability to deliver on its social 
democratic pledge of “transparent and 
accountable governance”.

Against this background, this 
document will seek to contrast real 
sector performance for 2015 against 
targets outlined in the previous year 
budget, whilst commenting on the 
ability of key policy initiatives outlined 
in the 2016 budget to meet the 2014-
2017 growth and development agenda 
of the Government, outlined in the 
2014-2017 (GSSGDA II) document.
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2015 in Retrospect
Overview

The year 2015 marked a difficult year for Ghana’s macro-
economy. Burdened by a number of growth impediments 
including a protracted energy crisis, weak currency and 
large fiscal deficit, GDP forecasts of 3.5% represented 
the slowest pace of growth over the past 5 years and 
suggested dampened investor expectations owing to a 
precarious macro environment.

Government activity over the year 2015 was thus 
centred on obtaining inclusive growth, value addition 
and diversification through the pursuit of prudent 
macroeconomic and financial measures. For instance, 
support from the International Monetary Fund (IMF) to 
provide technical assistance and Balance of Payments 
support for the next three years was obtained whilst 
measures such as export-led initiatives to address the 
external sector imbalance were initiated. 

Despite some successful policy initiatives which resulted in 
a reduction in the budget deficit and higher than predicted 
economic growth, issues such as fiscal mismanagement, 
rising inflation and a volatile currency still remain salient 
impediments to consolidating macro economic progress. 

In effect, although the economic outlook improved slightly 
over 2015, risks to macro economic stability still remain.

Key performance targets and results

The major economic results as at the end of the third 
quarter 2015 viv-a-vis the targets which were set for the 
year 2015 are shown in Table 1. It is worth noting that the 
outturns provided are based on provisional data for January 
to September 2015.

These macro economic targets were informed by the 
government’s medium term targets for the period 2015 
to 2017 as well as conditions associated with the IMF 
Extended Credit Facility (ECF) programme. 

From Table 2, it is evident that provisional results deviated 
slightly from the targets set. Real GDP grew faster than 
anticipated over the year whilst the overall budget deficit 
was an impressive 5.1% as at the end of the third quarter. 

These results provide some indication that fiscal 

Economic Analysis

Table 1

Table 2

Economic results

Indicator Target – 2015
Medium-Term 
Targets for 2015 —
2018

Outturn (2015 
provisional)

Real GDP growth rate 
(excluding oil) 2.70%

An average GDP 
growth rate of at 
least 8.2% per 
annum 

Real GDP growth rate 
(including oil) 3.90% 4.10%

End of period inflation 11.50%
An inflation target 
of 8% with a band 
of ±2% 

17.4% (as of 
Oct. 2015)

Gross international 
Reserve

Gross International 
Reserves covering not 
less than three months 
of import cover of 
goods and service

Gross International 
Reserves covering 
not less than four 
months of import of 
goods and services 

2.8 months of 
import cover

Overall budget deficit 7.3% of GDP
Overall budget 
deficit equivalent to 
3.0% of GDP 

5.1% of GDP 
(for the first 3 
quarters)

Source: 2016 GOG Budget Statement

Summary of macro-economic indicators

2011 2012 2013 2014 2015

Gross Domestic Product 
(GDP)

GDP at Current Prices (GH¢ 
billion) 59.816 75.315 93.415 113.343 133.297

Non-Oil GDP current (GH¢ 
billion) 56.07 69.665 85.974 105.55 125.206

Growth Rates

GDP at current market prices 
(%) 14 9.3 7.3 4 4.1

Non-Oil GDP  (%) 8.6 8.6 6.7 4 4.2

Source: 2016 GOG Budget Statement
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2015 in Retrospect
consolidation efforts are yielding positive results. 
In addition, the fact that Ghana successfully met all 
performance criteria under the three-year Extended 
Credit Facility (ECF) with the IMF generates some level 
of confidence in the ruling government from the business 
community, development partners and the international 
financial markets. The adjacent table provides a snapshot of 
the economy’s overall performance over the past five years.

KPMG Scenarios for Transformational Change

As highlighted earlier, the combination of high inflation, 
a weakening currency and a wide budget and current 
account deficit detract caused detractions in meeting 
targets that were aimed at stabilising the economy in 
general. To assist better manage the challenges presented 
in this regard, we believe there are a few key areas which, 
with enhanced focus, could contribute further towards the 
attainment of the government’s agenda. 

Prudent Management of Oil Revenues

Going forward, a key area of focus should be the proper 
management of oil revenues. These funds should be 
managed with transparency and accountability, giving little 
opportunity for misappropriation. In a best-case-scenario, 
the funds from oil exploration could be channeled towards  
providing fiscal stimulus in times of economic difficulty. 
Possible dips in the world market price of crude oil could 
cause further reductions in revenues forecast which may 
also present its own challenges.

More Aggressive pursuit of Infrastructural Development

Despite attaining rapid economic growth in the years up 
to 2013, Ghana’s infrastructural development remains 
unimpressive. 

Government’s planned approach to dealing with the current 
infrastructural deficit through Public Private Partnerships 
must be pursued vigorously. The advantages and 
opportunities in attracting significant funding and expertise 
from the private sector to develop infrastructure must 
encourage Government to actively pursue this route as a 
means of providing public goods or services on behalf of 
government.

Economic Analysis

59.816

75.32

93.42

113.34

133.30

14.4%

9.30%

7.30%

4.00% 4.10%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

16.0%

0

20

40

60

80

100

120

140

2011 2012 2013 2014 2015

%

G
H

¢ 
bi

lli
on

GDP at Current Prices & Real GDP Growth Rate  

GDP at Current Prices (GH¢ billion) Real GDP Growth Rate (%)

Source: 2016 GOG Budget Statement & KPMG Analysis



Real Sector Performance
Gross Domestic Product

Overall, Ghana has witnessed sustained decline in real 
GDP growth over the past five years. From 14% in 2011, 
GDP growth fell to 9.3% in 2012 before dropping to 7.3% 
in 2013. Real GDP growth further declined sharply to 4% 
in 2014, before rising marginally to an estimated 4.1% by 
Quarter 4 of 2015.

The total of GDP (in current prices) stood at an estimated 
GH¢133 billion in 2015, growing from a total value of 
GH¢59.82 billion in 2011. The charts to the right and the 
diagrams below summarise these results.

Real sector performance

The Ghana Statistical Service (GSS) data on sectoral 
growth rates set growth for the Industry sector for 2015 
at 9.1%, followed by the Services sector at 4.7% and the 
Agriculture sector 0.04%.

The services sector is expected to increase its share of 
GDP from 51.9% in 2014 to 54.1% in 2015; Industry is also 
expected to attain a share of 26.9%, which represents a 
marginal increase from the 26.6% recorded in 2014. 

Expansion in the Services and Industry  sectors came at 
the expense of Agriculture, which is expected to record 
a share of 19.0% in 2015, as compared with the 21.5% 
recorded in 2014.

Agriculture Sector

The major subsectors in Agriculture all recorded positive 
growth over the year 2015 except for the Crops subsector 
which recorded negative growth and was the primary 
source for the slow growth in the sector on account of its 
significance.

The Agricultural sector contributed GH¢24.14 billion to GDP 
over the year, a marginal increase from GH¢23.28 billion 
in 2014. The CAGR analysis also highlights the sectors 
contribution to GDP, which over the period 2011 - 2015 
grew by 14%.

Economic Analysis
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Table 3

Agriculture Sector Growth Rates
2015

Target Outturn
Overall 3.60% 0.04%
Crops (including Cocoa) 4.10% -1.70%
Livestock 3.30% 9.30%
Forestry and Logging 1.10% 1.60%
Fishing 1.90% 5.30%
Source: 2016 GOG Budget Statement
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KPMG’s view

• An agenda to “Consolidating Progress Towards a Brighter Medium Term” cannot lose sight of the key inter-sectoral linkages 
which exist between these sectors of the economy. Government must be deliberate in maintaining a strong resolve to explore 
the synergies that exist and continuously provide the conducive environment for businesses to thrive.

• Constant financial and technical support to small and medium sized participants in the Agric sector must be maintained to fully 
explore growth potential and reverse challenges contributing to the slow growth of the sector.

• Sustained effort towards expanding infrastructural development forms a critical part of the government’s structural 
transformation agenda for industrial growth. As such the strong performance of the construction subsector over the year is 
encouraging and should be escalated into other areas of the Industrial sector.

• The Services sector should receive government’s continued focus as it is forecast to grow in the medium term, buoyed 
particularly by strong growth performances in Information and Communication and Financial Intermediation. 

Real Sector Performance
Economic Analysis

Industry Sector

Growth in the Industry Sector is expected to be driven by 
strong growth performances in the Construction and Water 
and Sewerage sub-sectors.

These sub-sectors are expected to record growth rates of 
30.6% and 15.6%, respectively. This is in stark contrast to 
their performance in 2014 when Construction stagnated, 
and Water and Sewerage contracted. Manufacturing 
and Mining and Quarrying, are both expected to record 
negative growth rates.

The Industry sector contributed GH¢34.36 billion to GDP 
over the year rising from GH¢28.7 billion in 2014. The CAGR 
analysis also highlights the sector’s contribution to GDP, 
which over the period 2011 - 2015 grew by 25%.

Services Sector

Provisional data for 2015 indicates that seven out of ten 
service sub-sectors are expected to record positive growth 
rates. 

The Public Administration, Defense and Social Security 
sub-sectors are expected to record a combined growth 
rate of 20.3%, the highest among all the sub-sectors. 
The next highest growth performers will be the Financial 
Intermediation and Information and Communication 
subsectors. 

Transport and Storage is expected to record the highest 
contraction of -6.3%. Table 5 provides a summary of sub 
sector growth.

The Services sector contributed GH¢69.2 billion to GDP 
over the year rising from GH¢56.2 billion in 2014 and 
GH¢44.9 billion in 2013. The CAGR analysis also highlights 
the sector’s contribution to GDP, which over the period 
2011 - 2015 grew by 26%. The chart to the right  also 
provides evidence for sustained year on year growth in the 
sector’s contribution to GDP for the period under review.
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Services Sector Growth Rates

2015

Target Outturn
Overall 4.9% 4.7%
Trade Repair of Vehicles, Household Goods 1.2% 2.0%
Hotels and Restaurants 0.5% -4.8%
Transport and Storage 3.5% -6.3%
Information and Communication 21.2% 14.2%
Financial Intermediation 5.0% 15.8%
Business, Real Estate and others 1.7% 5.1%

Public Administration and Defence; Social 
Security 2.1% 20.3%

Education 2.4% 9.3%
Health and Social Work 0.5% 10.9%
Other Community, Social & Personal Services 2.1% -1.5%
Source: 2016 GOG Budget Statement

Table 4

Table 5

Industry Sector Growth Rates

2015

Target Outturn

Overall 1.20% 9.10%

Mining and Quarrying 3.30% -3.80%

Manufacturing -1.80% -2.00%

Electricity 0.50% 3.20%

Water and Sewerage -0.70% 15.60%

Construction 1.70% 30.60%
Source: 2016 GOG Budget Statement



Fiscal Sector Performance
Fiscal Performance for 2015

Consistent with Government’s fiscal policy objectives, the 
2015 Budget targeted a reduction in the fiscal deficit from 
10.2% of GDP in 2014 to 7.3% of GDP in 2015.

To achieve the fiscal objectives while addressing the 
nation’s challenges, a number of revenue and expenditure 
measures were initiated over the year. These measures 
include:

•	 Imposition of the 17.5% Special Petroleum Tax 

•	 VAT on fee-based financial services

•	 Extension of the National Fiscal Stabilisation Levy of 
5% and Special import levy of 1-2% to 2017 

•	 Increase in withholding tax on Directors’ remuneration 
from 10% to 20%, and 

•	 Change in VAT on Real Estate from 17.5% to a flat rate 
of 5%. 

Preliminary data for the first nine months of the year 
indicate higher than projected revenues and contained 
expenditure for the period. 

Due to the strong revenue performance, a fiscal deficit 
of 5.1% was recorded during the period. This compares 
favourably to a deficit equivalent to 6.4% of GDP for the 
same period in 2014, an indication that Government’s fiscal 
consolidation efforts are gaining ground.

Economic Analysis

Government’s fiscal position from January to September 
and outlook for the rest of 2015 are summarised in Table 6 
below.

Total revenue and grants for the first three quarters of 2015 
amounted to GH¢22,724.6 million, equivalent to 17.0 % of 
GDP, against a target of GH¢21,918.4 million, equivalent to 
16.3% of GDP. 

The excesses recorded in total revenue and grants was 
attributed by the Ministry of Finance to a combination of 
on-going tax administration reforms, implementation of 
new tax measures, particularly, the 2.5% increase in VAT, 
special petroleum tax and improvement in efficiencies in 
tax collection.

With regards to total expenditure, provisional data in Table 
6 demonstrates that for the first three quarters of the year, 
government spent a total of GH¢29,469.5 million (22.1% 
of GDP) against a target of GH¢29,501.8 million (22.0% of 
GDP). 

The outturn was 0.1% lower than the budget target and 
18.1% higher than the outturn for the corresponding period 
in 2014. 

Expenditure was primarily driven by wages and 
compensation paid to public sector workers, as well as 
interest payments on debts.

Table 6

Grants & Expenditure

Item
2015 (Jan-Sept) 

Target
2015 (Jan-Sept) 

Outturn
Deviation
(Jan-Sep)

2015 Projected 
Outturn

GH¢ m GH¢ m % GH¢ m

Total Revenue & Grants 21,918.40 22,724.60 3.70% 32,189.20

Total Expenditure & Arrears 
Clearance 29,501.80 29,469.50 -0.10% 41,931.40

Overall Fiscal Balance -7,583.40 -6,744.90 -11.10% -9,742.20

Total Financing 7,583.40 6.744.90 -11.10% 9,742.20

o/w Domestic Financing 2,905.70 4,680.40 61.10% 4,501.10

Source: 2016 GOG Budget Statement
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Fiscal Sector Performance
Economic Analysis

Petroleum Receipts

The Ghana National Petroleum Corporation (GNPC) lifted 
five loads of crude oil on behalf of the State between 
January and September 2015. This involved 4,781,972 
barrels of oil, down from 4,824,715 barrels in the 
corresponding period in 2014.

Total petroleum receipts (i.e. proceeds from Jubilee 
liftings and other petroleum receipts) were estimated at 
the end of the third quarter of 2015 at US$341.50 million 
(GH¢1,243.65 million).

Under the Petroleum Revenue Management Act, a portion 
of petroleum receipts are required to be channeled into 
financing the structural development of priority areas in the 
nation. 

As set out in Table 7, an amount of GH¢390.52 million was 
spent on reruns expenditure and amortisation of loans 
whilst total spending on upgrading and construction of 
roads  and other infrastructure amounted to GH¢451.59 
million.

The spend on agricultural modernisation was centred on 
the construction and rehabilitation of dams and irrigation 
infrastructure as well as fisheries and aquaculture 
development

A total of GH¢ 135.95 was spent on capacity building 
(including Oil and Gas). According to the Ministry of 
Finance, spending in this area was geared towards 
improving the capacity of teachers across the country, 
supply of teaching and learning materials to basic and 
secondary schools, feeding and capitation grant, BECE and 
SHS subsidy for 2015 examinations and scholarships for 
advanced learning including oil and gas training.

Table 7

KPMG’s view

Over time, as oil export revenues grow rapidly, in 
tandem with production, it is expected that significant 
amounts of oil inflows will be geared towards developing 
critical sectors of the economy. 

It is worth mentioning, however, that this “oil windfall” 
requires careful management, as, many examples across 
Africa attest, governments can easily fall victim to the 
so-called 'resource curse', through which revenues are 
squandered – or worse, embezzled and used to fuel 
corruption.

Summery Revised Budget

Priority Area
2015 Revised 

Budget
Actual 

Utilisation

GH¢ GH¢

Expenditure and 
Amortisation of Loans 322,306,372 390,517,533

Road and Other 
Infrastructure 492,917,039 451,586,162

Agriculture Modernization 30,567,168 27,043,457

Capacity Building (incl. 
Oil & Gas) 217,157,582 135,948,665

Total 1,062,948,161 1,005,095,819

Source: 2016 GOG Budget Statement



Monetary Sector
Credit to the Public and Private Sector

Total outstanding credit to the public and private sectors 
stood at GH¢28,730.7 million at the end of September 
2015, compared with outstanding credit of GH¢23,769.0 
million as at September 2014. This showed a nominal 
year-on-year growth in credit of 20.9% (GH¢4,961.7million) 
in September 2015, compared with a growth of 50.6% 
(GH¢8,000.7 million) in September 2014.

In real terms, however, credit from banks declined 
from 26.6% year-on-year in September 2014 to 3.7% in 
September 2015. The private sector accounted for 82.4% 
of total outstanding credit at the end of the review period 
compared with 87.4% in September 2014.

Inflation

Ghana achieved single digit inflation in 2010 and maintained 
it through to 2012. This achievement was as a result of the 
Government’s efforts in stabilising the economy. This was, 
however, short lived as inflation increased from 8.8% in 
December 2012 to 13.5% in December 2013 and 17.0% in 
December 2014.

Headline inflation, which peaked at 17.9% in July 2015, 
declined to 17.3% in August 2015 after which it rose again 
to 17.4%. The rate remained stable in September and 
October 2015.

The pass through effect of demand pressures as well 
as depreciation of the Cedi against the major trading 
currencies have mainly been the cause of this rise. 

Over the review period, food inflation increased from 6.8% 
in December 2014 to 7.8% in October 2015 while non-food 
inflation recorded a decline from 23.9% in December 2014 
to 23.0% in October 2015.

Interest Rate

Lending rates are very responsive to the pattern of 
monetary policy rate as banks pass on increases to 
customers. Due to the relatively small balance sheet of 
Ghanaian banks, it is often difficult to obtain significant 
credit locally. Most investors are, therefore, forced to look 
to foreign banks for financing. 

Economic Analysis

The Bank of Ghana’s prime rate was 13.5% in December 
2010. This reduced to 12.5% by the end of 2011 but has 
since then increased consistently from 2012 to 2014 
reaching a rate of 21% in 2014. 

The policy rate as at October 2015 was 25%. 

According to the Bank of Ghana, the interbank interest rate 
as at November 2015 was 24.97%.

Exchange Rate

The Cedi depreciated against all the major trading 
currencies such as the Dollar, Pound and Euro over the 
five year period under review. By the end of December 
2014, exchange rates for the Dollar, Pound and Euro in Cedi 
terms were GH¢3.2, GH¢5.0 and GH¢3.9 respectively. 

As at April 2015, the exchange rates of the US dollar, Euro 
and Pound Sterling to the Cedi were GH¢3.8, GH¢4.3 and 
GH¢5.9 respectively. The Cedi traded at GH¢4.3 to the US 
dollar at 30 June 2015 (year-to-date depreciation of 26.2 %).

The local currency, however, recovered strongly against 
the major currencies in July 2015. As at July 2015, it traded 
at GH¢3.5 to the US dollar (year-to-date depreciation of 
3.4%). This was mainly due to sustained increases by the 
Bank of Ghana in the supply of US dollars to the interbank  
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Monetary Sector
Economic Analysis

market from a weekly supply of US$14m to a daily supply 
of US$20m aimed at bolstering the currency.

The recent gain in the value of the Cedi has also been 
partly attributed to the disbursement of a cocoa syndicated 
loan of US$1.8 million plus expectations of proceeds 
from the issuance of the US$1 billion Eurobond by the 
Government.

As at 20 November 2015, the exchange rates of the US 
dollar, Euro and Pound Sterling to the Cedi were GH¢3.8, 
GH¢4.0 and GH¢5.7 respectively.
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External Sector
Economic Analysis

Trade Balance

The provisional trade balance for the first nine months of 
2015 recorded a deficit of US$2,340.3 million compared 
with a deficit of US$710.7 million during the same period in 
2014. Declining exports which outpaced the actual falls in 
imports led to the worsening deficit position. 

The poor performance of exports was mainly as a result of 
the worsening commodity prices and lower export volumes 
of key export commodities. 

Exports

The value of merchandise exports for January to 
September 2015 was provisionally estimated at US$7,750.8 
million, a decrease of US$2,312.1 million (23.0%) 
compared with US$10,062.9 million recorded for the same 
period in 2014.

Falling commodity prices (gold, cocoa and oil) coupled with 
decreased production of all the major export commodities 
resulted in a low turnout in exports.

The value of crude oil exports was estimated at 
US$1,468.8 million for the period January to September, 
2015 compared to US$2,925.7 million recorded for the 
same period in 2014.

The average realised price of oil decreased significantly 
by 48.8% to US$54.9 per barrel while volumes exported 
also decreased by 2.0% to 26.7 million barrels during the 
review period.

Gold exports amounted to US$2,445.2 million during the 
review period compared to US$3,369.3 million in the 
corresponding period of 2014. The average realised price 
decreased by 8.2% to US$1,181.6 per fine ounce while 
volumes exported decreased by 21.0% to 2.1 million fine 
ounces.

Earnings from cocoa beans and product exports amounted 
to US$1,921.7 million at end-September 2015, almost equal 
to US$1,921.7 realised in the same period in 2014. Earnings 
from cocoa beans amounted to US$1,340.4 million. The 
realised price of cocoa beans increased by 22.2% to settle 
at US$2,990.9 per ton while volume exported decreased by 
21.0% to 448,148.4 tons.

Imports

Total value of merchandise imports for the first nine 
months of 2015 amounted to US$10,091.1 million, down by 
6.3% (US$682.5 million). The decline was due to a fall in oil 
and gas imports.

The total value of oil and gas imports amounted to 
US$1,574.4 million compared with US$2,702.5 million 
recorded for the same period in 2014, mainly on account of 
the fall in the price of crude oil.

The total non-oil merchandised imports (including 
electricity) was provisionally estimated at US$8,516.7 
million for the review period compared to an outturn of 
US$8,071.0 million recorded in the corresponding period in 
2014. 

Gross Foreign Assets

The country’s gross foreign assets stood at US$4,521.0 
million at the end of September 2015, sufficient to cover 
2.8 months of imports compared to US$5,679.20 million 
(3.9 months import cover) at the end of September 2014. 
This is projected to rise to US$6,469 million at the end of 
2015, sufficient to cover 4.0 months of import of goods and 
services.
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The Economy

•	 The 2016 budget and economic statement 
continues to remain firmly rooted within the 
broad framework of the Ghana Shared Growth 
and Development Agenda (GSGDA II), 2014-2017.

•	 Real GDP is expected to grow by 8.2 % over 
the medium term (2016-2018), with projected 
growth of 5.4% in 2016, 9.9% in 2017 and 9.3% 
in 2018. Non-oil GDP is projected to grow at an 
average of 6.9% over the medium term, growing 
by 5.4% in 2016, 7.1% in 2017 and 8.5% in 
2018. Tables 8 - 10 provide in details of expected 
results in the short to medium term.

•	 The industry sector is expected to maintain its 
lead by way of growth, over and above that of 
the Agric sector (expected to register a 3.3% 
growth on average). The Services sector is 
expected to register an average growth of 7.7%. 
This is expected to be driven by the Petroleum 
sub-sector which is projected to record an 
average growth rate of 26.3% over 2016 – 2018, 
with the anticipated coming on stream of the 
Tweneboa-Enyenra-Ntomme (TEN) and Sankofa 
Gye Nyame (SGN) fields.

•	 Government expects that fiscal policy over the 
medium-term will aim to progressively reduce 
the fiscal deficit from 5.3% of GDP in 2016 to 
3.0% of GDP by 2018. This reduction in the fiscal 
deficit will be driven mainly by planned measures 
to stabilise revenue and expenditures which are 
expected to rationlise expenditure and enhance 
revenues over the short to medium term.

•	 On the external sector front, for the year 2016, it 
is expected that the country will realise a balance 
of payments surplus of US$1.01 billion resulting 
mainly from net capital and financial account 
inflows of US$3.9 billion, which will more than 
cover the current account deficit of US$2.9 
billion (7.4% of GDP). There will be a build-up in 
Gross Foreign Assets to US$6,985.0 million to 
provide cover for 4.1 months of imports.

•	 Monetary policy will continue to be guided 
by the Bank of Ghana’s inflation targeting 
framework, which aims to maintain headline 
inflation at the midpoint of the target range (8±2 
percent) in the medium term, in the context of a 
floating exchange rate regime.

2016 and Beyond
Medium Term Real GDP Growth Projections (2016 - 2018)

2016 2017 2018 Average

Agriculture 3.5 3.5 3 3.3
Industry 7 18.3 14.3 13.2
Services 6 8.1 9 7.7
Overall 5.2 7.1 8.5 6.9
Overall 5.4 9.9 9.3 8.2
Source: 2016 GOG Budget Statement

Macroeconomic targets for 
2016

Macroeconomic targets for 
the medium term (2016 –
2017)

Overall real GDP (including 
oil) growth of 5.4%

An average real GDP 
(including oil) growth rate of 
at least 8.2%

Non-oil real GDP growth of 
5.2%

An average non-oil real GDP 
growth rate of 6.9%

An end year inflation target of 
10.1%

An inflation target of 8.0% 
with a band of ±2%

Overall budget deficit 
equivalent to 5.3% of GDP

An overall Budget Deficit of 
3.0% by 2018

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

Gross International Reserves 
which will cover not less than 
four months of imports of 
goods and services

Source: 2016 GOG Budget Statement

Summary of Revenue and Expenditure Estimates (2016 - 2018)

2016 Budget 2017 Indicative 2018 Indicative

Revenue
Total Revenue & Grants 38,038,053,009 43,103,881,753 49,510,679,420
(per cent of GDP) 24.0 23.1 24.1
Domestic Revenue 36,430,187,242 41,883,708,210 48,432,266,144
Grants 1,607,865,766 1,220,173,544 1,078,413,276

Expenditure
Total Expenditure 43,505,103,547 47,067,936,493 54,906,492,948
(per cent of GDP) 27.5 25.2 26.7
Compensation of employess 14,023,994,590 15,706,873,941 16,963,423,857
Wages % salaries 11,722,807,482 13,129,544,380 14,179,907,930
(per cent of GDP) 7.4 7.0 6.9

Overall Balance (Commitment) (5,467,050,538) (3,964,054,740) (5,395,813,528)

(per cent of GDP) -3.5 -2.1 -2.6

Source: 2016 GOG Budget Statement
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Overview
Policy Initiatives for Business Growth

Introduction 

The policy initiatives of the 2016 budget addresses five 
strategic areas which will seek to help champion the 
government’s progressive agenda. These relate to tax 
policies, expenditure management, cash management, 
debt management and financial sector initiatives.

Tax Policy Initiatives

The Government’s effort to improve tax revenue have 
been constrained by the fall in commodity prices and 
power supply challenges which led to a slowdown in the 
growth of business activity in the economy. 

The requirement for Tax Identification Number (TIN) is 
expected to be reinforced to ensure all tax obligations 
are met. Efforts are still being made to extend the TIN 
to other sectors to facilitate the identification of eligible 
taxpayers. The sliding scale excise duty introduced for 
brewery companies has been reviewed and the scale has 
been reduced from 4 bands to 3 bands to improve the 
efficiency of administration. Parliament also amended 
the excise duty rate on tobacco from 150% to 175% to 
reduce its consumption. 

Other policy measures being proposed are re-imposition 
of excise duty at a rate of 17.5% on cider and a review 
of income tax threshold bands to GH¢2,592. A new 
threshold of GH¢200,000 has been set to reduce the 
number of VAT registered persons. The General refund 
account which was set at 4% of GRA collections will be 
increased to 6%.

Expenditure management initiatives 

The government will also embark on expenditure 
management initiatives which includes exercise of fiscal 
prudence, keeping expenditure within budget and cash 
ceilings; non accumulation of arrears and completion and 
containment of ongoing projects within current budget 
allocations. This will be achieved by sustaining the new 
pay policy, payroll management, electronic-payroll input 
forms, interfacing payroll database with SSNIT biometric 
data, nationwide pension payroll head count to validate 
the pension database in 2016 and enhancing control 
and oversight. The first phase of the Human Resource 
Management Information System (HRMIS) will go live 
in 2016, and it is envisaged that, by the end of the year, 
all MDAs on the CAGD’s Payroll will be rolled onto the 
system. 

Cash Management 

To effectively manage public expenditure and make funds 
available in a timely manner to meet planned expenditure, 
a number of policy initiatives are being undertaken by 
government to strengthen the cash management system.

These include the B-Tracking and e-Monitoring platform 
being developed by CADG to provide real time visibility 
of all Government accounts at the Bank of Ghana and 
commercial banks, the e-Travel Card to be used by 
officials who travel outside Ghana on official duties, the 
e-Fuel Card to replace the current fuel coupons system 
and the Treasury Single Account with the view to unifying 
the structure of government bank accounts.

Debt Management 

Cabinet approved the Medium Term Debt Management 
Strategy (MTDS) for 2015-2017 to provide a more cost-
efficient access to the international and domestic capital 
markets and to meet the primary goal for debt and fiscal 
sustainability. Government will continue with the on-
lending and escrow mechanism for commercial projects 
including State Owned Enterprises (SOEs) projects. 

A sinking fund has also been set up to manage the orderly 
redemption of sovereign bonds and other foreign and 
domestic debt instruments. 

Based on recent signals from the US Federal Reserve 
amid the growing strength of the U.S. economy, there are 
indications that the LIBOR rate will start rising, exposing 
Ghana to interest rate risk. To mitigate this risk, interest 
rates will be hedged through swap arrangements to allow 
for enhanced predictability of debt service. Government 
is also moving away from the provision of Sovereign 
Guarantees to finance projects.

Financial Sector 

As part of measures to enhance secondary trading of 
all fixed income securities, Government has established 
the Ghana Fixed Income Market (GFIM). The market 
is expected to ensure greater efficiency, better price 
discovery, increased liquidity and greater transparency. 

Government also intends to implement the Dormant 
Asset Scheme by the end of the year 2016 to govern the 
management of dormant bank accounts and unclaimed 
dividends, interest payments, pensions and insurance 
benefits. The consolidation of significant commercial 
assets under a sovereign wealth fund or fiscal trust will 
also be explored to ensure proper accountability. 



Tax Initiatives
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Fiscal Performance
Tax Initiatives

The fiscal policies focused on the following:

Implementation of the New Income Tax Act

A new Income Tax Act, 2015 (Act 896) has been passed to 
replace the existing Internal Revenue Act, 2000 (Act 592) 
and any other law to the extent that it is inconsistent with 
Act 896.

Government announced that the new Act will commence 
from 1st January, 2016.  The aim of the Act is to 
complement the Value Added Tax Act 2013 (Act 870) and 
the Customs Act.

Kindly refer to KPMG’s comments on the key changes  
per the new Income Tax Act.1 

Tax Identification Number

Government has initiated identification with the domestic 
tax office through the quotation of Tax Identification 
Number (TIN) by importers, exporters and agents to 
ensure tax obligations are met.

Eventually, Tax Identification Numbers will become a 
major requirement for clearing goods from the port.

Incentive for Brewery Companies

Government is currently reviewing policy to provide 
an incentive for brewery companies to use local raw 
materials for the production of beer and malt. 

In this regard, it is proposing a reduction in the scale from 
4 bands to 3 bands to improve efficiency in administration.

Increase in Excise on Tobacco

The excise duty rate on tobacco is being increased from 
150 percent to 175 percent. 

This is expected to reduce the consumption of tobacco 
due to its hazards.

Amendments to National Health Insurance Act

The National Health Insurance Act is proposed to be 
amended to ensure that transfers to National Health 
Insurance Fund (NHIF) conform to the base of the VAT Act 
2013 (Act 870).

1 The publication will be available in January 2016

ECOWAS Common External Tariff (CET)

The ECOWAS Common External Tariff (CET) is a major 
platform for Customs Union. It is aimed at facilitating free 
trade and ensuring greater economic integration within 
the region and is proposed to be implemented early next 
year.

Tax Exemption

Government is reviewing the tax exemption regime in the 
country in order to create the appropriate fiscal space for 
development.
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Tax Initiatives for Business 
Growth

Change in Excise Duty on Cider

Local manufacturers have been provided with the requisite 
policy to support them compete effectively. 

Government, therefore, intends to re-impose excise duty 
on cider at 17.5 percent. 

Change in Personal Income Tax Rate

Government intends to increase the minimum income 
which is exempt from personal income tax from GH¢1,584 
to GH¢2,592.

This is likely to impact the other income brackets. It is 
expected that there would be a Legislative Instrument that 
will provide details for the other brackets.

Increase in VAT Threshold

A new Value Added Tax (VAT) threshold of GH¢200,000 is 
being proposed to reduce the number of VAT registered 
persons to improve VAT administration and ensure that only 
large and medium taxpayers are mandatorily required to 
register for VAT.

Tax Identification Number

There is also a proposal to increase transfers to the  
General Refund Account from 4 percent of GRA collections 
currently, to 6 percent.

This is to ensure that there are enough funds to meet 
refund obligations of the GRA.
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