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Ghana’s  Fiscal  Policy:  Current  State,  Challenges,  and
Economic Outlook

A  comprehensive  analysis  of  Ghana’s  fiscal  policy,  exploring  key  statistics,  fiscal

deficits,  public  debt,  and  recommendations  for  improving  revenue  collection  and

spending efficiency.

Highlights
      Analysis of Ghana's fiscal policy and its implications for economic stability and
growth. 
      Key statistics revealing the effectiveness of fiscal measures and the challenges
faced. 
      Projections and recommendations for strengthening Ghana’s fiscal policy
framework. 
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Content

The Current State of Ghana’s Fiscal Policy: Challenges and Prospects

Highlights:
      Analysis of Ghana's fiscal policy and its implications for economic stability and
growth.
      Key statistics revealing the effectiveness of fiscal measures and the challenges
faced.
      Projections and recommendations for strengthening Ghana’s fiscal policy
framework.
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Research Methodology:

This analysis is based on data from Ghana’s Ministry of Finance, the International
Monetary Fund (IMF), the World Bank, and the Ghana Statistical Service (GSS). The
study examines Ghana’s fiscal policy from 2018 to 2023, focusing on government
revenue, public expenditure, debt levels, and fiscal deficits. The research integrates
official budget reports, peer-reviewed studies, and real-time data from economic
monitoring platforms to provide a comprehensive evaluation of Ghana’s fiscal position
and policy responses.
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Top 10 Key Statistics and Facts on Ghana’s Fiscal Policy:
     1.  Ghana’s fiscal deficit reached 9.5% of GDP in 2022, driven by high
expenditures and declining revenues.
     2.  Public debt-to-GDP ratio soared to 90.7% in 2022, a significant increase from
61.2% in 2018.
     3.  Government revenue collection accounted for 13.2% of GDP in 2022, below
the African average of 16.5%, indicating underperformance in revenue mobilization.
     4.  Debt servicing costs consumed nearly 47% of government revenues in
2022, limiting fiscal space for capital investment.
     5.  The budget for social protection programs represented 18% of
government expenditure in 2022, despite rising fiscal challenges.
     6.  Capital expenditure declined to 2.7% of GDP in 2022, down from 4.1% in
2020, reflecting reduced investment in infrastructure.
     7.  The Ghana Revenue Authority (GRA) implemented tax compliance reforms,
leading to a 15% increase in tax revenues in 2022.
     8.  Ghana’s import duties contributed 12% of total tax revenues in 2022, with
volatility due to exchange rate fluctuations.
     9.  The IMF imposed fiscal consolidation targets, requiring Ghana to reduce its deficit
by 3.5% of GDP by 2024.
     10.  Inflation exceeded 40% in mid-2023, undermining fiscal policy effectiveness
by eroding the value of government revenue.
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Body of Article/Critical Analysis:

Ghana’s fiscal policy has been at the forefront of economic debates as the country
faces significant fiscal imbalances and rising debt levels. Fiscal policy, which
encompasses government revenue collection, public expenditure, and debt
management, plays a crucial role in shaping the economic landscape. In recent years,
Ghana’s fiscal stance has been expansionary, with increasing government spending
aimed at stimulating growth and supporting social programs. However, this
expansionary approach has also led to large fiscal deficits, growing public debt, and
constrained fiscal space.
Fiscal Deficit and Public Debt

One of the most pressing challenges for Ghana’s fiscal policy is the widening fiscal
deficit, which reached 9.5% of GDP in 2022. The deficit has been driven by rising
expenditures on public sector wages, social protection programs, and debt servicing
costs, while government revenues have not kept pace. Ghana’s revenue-to-GDP ratio
remains below the regional average, reflecting weaknesses in revenue mobilization.
The country’s public debt burden has increased significantly, with the debt-to-GDP ratio
soaring to 90.7% in 2022. The high level of debt servicing—47% of government
revenues—has further constrained the government’s ability to fund capital projects and
stimulate economic growth.
The growth in public debt has raised concerns about fiscal sustainability. Ghana’s
external debt, which accounts for a significant portion of the total debt, has become
more expensive to service due to the depreciation of the cedi. Rising interest rates
globally, coupled with domestic inflationary pressures, have further increased the cost
of borrowing. As a result, Ghana has had to rely on the International Monetary Fund
(IMF) for a $3 billion bailout, which comes with stringent fiscal consolidation conditions.
Revenue Mobilization Challenges

Ghana’s fiscal challenges are compounded by underperformance in revenue collection.
In 2022, government revenue accounted for only 13.2% of GDP, well below the African
average. This shortfall is primarily due to a narrow tax base, high levels of tax evasion,
and the difficulty of taxing the informal sector, which represents nearly 85% of
employment. The Ghana Revenue Authority (GRA) has implemented several tax
compliance reforms, including the introduction of the Tax Identification Number (TIN)
system and digital tax filing, which have improved revenue collection by 15%. However,
these efforts have not been sufficient to close the fiscal gap.
One of the government’s recent fiscal measures was the introduction of the Electronic
Transfer Levy (E-Levy) in 2022, aimed at capturing revenue from mobile money
transactions. The levy was expected to generate $1 billion annually but has
underperformed, collecting only 10% of its target in its first year. The public backlash
against the E-Levy and the subsequent reduction in mobile money usage underscore
the challenges of introducing new taxes in an already strained economy.
Expenditure Patterns and Investment in Infrastructure

Ghana’s public expenditure has been skewed towards recurrent spending, particularly
on public sector wages and social protection programs. In 2022, over 45% of
government expenditure was allocated to public sector wages, leaving limited
resources for capital investment. Capital expenditure, which is critical for infrastructure
development, accounted for only 2.7% of GDP in 2022, down from 4.1% in 2020. This
underinvestment in infrastructure has hindered economic growth, as businesses face
higher operational costs due to inadequate roads, energy, and transport systems.
The government’s commitment to social protection programs, which account for 18% of
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expenditure, is commendable, particularly in the context of rising poverty and
inequality. However, inefficiencies in service delivery and concerns about corruption
have undermined the impact of these programs. Additionally, the IMF’s fiscal
consolidation targets, which require a reduction in the fiscal deficit by 3.5% of GDP by
2024, may lead to cuts in social spending, further exacerbating social challenges.
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Current Top 10 Factors Impacting Ghana’s Fiscal Policy:
     1.  Rising Public Debt: Ghana’s high debt burden limits fiscal space and increases
debt servicing costs.
     2.  Fiscal Deficit: The large fiscal deficit, driven by rising expenditures and
insufficient revenues, remains a key challenge.
     3.  Weak Revenue Mobilization: Low tax-to-GDP ratio and tax evasion contribute
to fiscal imbalances.
     4.  Public Sector Wage Bill: High public sector wages consume a significant
portion of the budget, reducing resources for development projects.
     5.  Inflationary Pressures: High inflation erodes the value of government revenue
and increases the cost of public services.
     6.  Debt Servicing Costs: Nearly half of government revenues are allocated to
debt servicing, reducing fiscal flexibility.
     7.  Capital Expenditure Cuts: Declining investment in infrastructure affects
long-term economic growth and productivity.
     8.  Social Spending Commitments: Maintaining social protection programs is
critical, but efficiency needs to be improved.
     9.  IMF Conditionalities: The IMF’s fiscal consolidation program imposes limits on
government spending and borrowing.
     10.  Currency Depreciation: A weakening cedi increases the cost of servicing
external debt, straining public finances further.
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Projections and Recommendations:

Ghana’s fiscal policy outlook is expected to remain challenging, as the government
balances the need for fiscal consolidation with economic growth and social protection.
The IMF’s fiscal consolidation targets require the government to reduce its deficit by
3.5% of GDP by 2024, which will necessitate cuts in spending and improvements in
revenue collection.
Key recommendations for strengthening Ghana’s fiscal policy include:
     1.  Expanding the Tax Base: The government should focus on formalizing the
informal sector and improving tax compliance to increase revenue.
     2.  Debt Management: A comprehensive debt restructuring program, combined
with prudent borrowing practices, will help reduce the debt burden.
     3.  Public Sector Wage Reform: Introducing performance-based pay and
streamlining the civil service can reduce the wage bill and free up resources for
development projects.
     4.  Increasing Capital Expenditure: Prioritizing investments in infrastructure will
boost long-term growth and enhance the productivity of the economy.
     5.  Targeted Social Spending: Improving efficiency and transparency in social
protection programs will ensure better outcomes with limited resources.
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Conclusions:

The current state of Ghana’s fiscal policy reflects the broader challenges of managing
public finances in an uncertain economic environment. While the government has made
efforts to address fiscal imbalances, rising public debt, a large fiscal deficit, and weak
revenue mobilization continue to hinder progress. By implementing structural reforms
to expand the tax base, manage debt sustainably, and prioritize investments in
infrastructure, Ghana can achieve fiscal sustainability and promote long-term economic
growth.
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Notes:
      Fiscal data is subject to revision based on updated reports from the Ministry of
Finance and international financial institutions.
      Future fiscal projections depend on both domestic reforms and global economic
conditions.
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