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A.B.B   - Activity Based Budgeting 
     
B.P.E.M.S.  - Budgeting and Public Expenditure Management 
    System 
 
C.B.A.   - Centre for Budget Advocacy of ISODEC 
 
C.C.S.   - Commitment Control System 
 
CMA   - Central Management Agencies 
 
ERP   - Economic Recovery Programme 
 
FDI   - Foreign Direct Investment 
 
G.D.P.   - Gross Domestic Product 
 
GER   - Gross Enrolment Rate 
 
G.O.G.   - Government of Ghana 
 
G.P.R.S.  - Ghana Poverty Reduction Strategy 
 
I.G.F.   - Internally Generated Funds 
 
I.P.P.D.  - Integrated Personnel Pay-roll Data 
 
ISODEC.  - Integrated Social Development Centre 
 
K.R.A.   - Key Result Areas 
 
M.D.A.s  - Ministries, Departments and Agencies 
 
M.D.G.   - Millennium Development Goal 
 
MoFEP  - Ministry of Finance and Economic Planning 
 
MTDP   - Medium Term Development Plan 
 
M.T.E.F.  - Medium Term Expenditure Framework 
 
NDPC   - National Development Planning Commission 
 
PER   - Public Expenditure Review 
 
P.E.S.T.  - Political, Economic Sociological and Technological 
    Analysis 
PUFMARP  -  Public Financial Management Reform Programme 
 
RMSM-X  - Revised Minimum Standard Extended Model 
  
S.M.A.R.T.  - Specific, Measurable, Achievable, Realistic 
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    And Time-bound 
 
S.W.O.T.(C)  - Strengths, Weaknesses Opportunities and  
    Threats (or Challenges). 
 
UPE   - Universal Primary Education. 
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 This book is a Training Manual on the relationship between the Macro-economic 
Framework and the National Budget of Ghana. The Centre for Budget Advocacy of ISODEC 
requires it for training civil society organisations and other stakeholders in the Budget 
Process in Ghana, and other countries in the West African sub-region. 
 
2. The current Budget Process in Ghana is known as the Medium Term Expenditure 
Framework (MTEF).  The introduction of MTEF in 1999 marked the departure from a single 
year budgeting to a three-year budgeting. 
 
3. Before the introduction of the MTEF, the budgeting process was known as (i) line 
item budgeting and (ii) incremental budgeting.  The underlying principle was that an MDA 
should get certain percentage increases in its budget items 1 to 9 without considering the 
performance targets for the MDA.  Secondly these increases were not linked explicitly to the 
available resources through the Macro-economic Framework. 
 
4. Thirdly the Recurrent Budget was prepared separately from the Development 
Budget.  While the Development Budget was linked to the Public Investment Programme 
(P.I.P.), the Recurrent Budget was purely incremental.  As a result the recurrent cost 
implications of Development Projects were not catered for.  For example, classrooms were 
completed while provisions were not made for the payment of teacher’s salaries. 
 
5. The MTEF was introduced as part of the Public Financial Management Reform 
Programme (PUFMARP).  It was thus introduced to address the weaknesses within the 
planning and budgeting system of the Government of Ghana.  For example in the mid-
1990s, the Vision 2020 and the Medium Term Development Plan (MTDP 1996-2000) came 
out with National and Sectoral Objectives and Policies, but these were not costed and linked 
explicitly to the availability of resources through the Macro-economic Framework. 
 
6. The improvements to the budget process as a result of the introduction of the 
introduction of MTEF include the following: 
 

� � Macro-economic Planning and Forecasting. 
� � Economic Analysis of Expenditure Allocations 
� � Strategic Planning and Management, and 
� � Output or Performance based budgeting. 

 
7. MTEF can be defined as a three year, integrated, broad-based and performance 
oriented budgeting process.  The logical framework of the MDA-Estimates is the MDA 
Strategic Plan.  The Strategic Plan consists of : 
 

� � MDA Mission Statement. 
� � MDA set of Objectives. 
� � MDA sets of Outputs for each Objective. 
� � MDA sets of Activities related to each Output. 

 
8. The activities in the MDA Strategic Plan require Inputs which are required in certain 
quantities and frequencies.  The activities also have Unit Costs.  These are required for 
costing the MDA Budgets.  MTEF is therefore referred to as Activity Based Budgeting 
(A.B.B.) 
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9. The MTEF Process involves iterative top-down and bottom-up interaction between 
Central Management Agencies1 (CMA) like Ministry of Finance and Economic Planning 
and N.D.P.C., on one hand, and the Implementing Agencies, like the MDAs.  Some of the 
activities include the following: 
 

� � GPRS Workshops for MDAs. 
� � Policy Review Workshops for MDAs. 
� � Intra-Sectoral Meetings for MDAs, and 
� � Strategic Planning and Costing Workshops for MDAs. 

 
10. The Ghana Poverty Reduction Strategy (GPRS) is the current Medium Term 
Development Plan (MTDP) adopted by Ghana and recognised all her Development 
Partners, both multilateral and bilateral.  During the workshops, MDAs are therefore guided 
to refocus their Sectoral policies to be consistent with the national goals as spelt out in the 
G.P.R.S. 
 
11. The Resource Envelope, both domestic and external, is determined from the Macro-
economic Framework.  At the moment Ghana does not have a Macro-economic Model.  
Therefore the MTEF is based on the Fiscal Table, annually negotiated with the I.M.F. and 
the World Bank.  This Fiscal Table therefore indicates the macro-economic targets based 
on the agreed Macro-economic objectives. 
 
12. The role of civil society organizations clearly comes during the preparation of the 
MDA Strategic Plans.  During the SWOT Analysis, collaboration between MDAs and civil 
society organisations will enrich the preparation of such plans.  As members of the society, 
these organisations should take the initiative and offer expertise to the relevant MDAs during 
their Stakeholder Analysis, in order to make MDA Strategic Plans relevant to the society. 
 
13. Parliament of Ghana is made up of the elected representatives of Constituencies 
created by law.  In a wider sense, Parliamentarians are the true representatives of the 
people of Ghana.  It is therefore recommended that, apart from being stakeholders to the 
various MDAs, the civil society organisations should raise their concerns on the National 
Budget, through the Members of Parliament, especially during debates on the Budget, as 
presented by the Minister of Finance and Economic Planning, before the Appropriation Bill is 
passed into Law. 
 
14. Recent budgets in Ghana have addressed poverty issues, since they have been 
based on the G.P.R.S.  In addition, most of the poverty reduction targets in the G.P.R.S. 
agree with the targets in the Millennium Development Goals, as well as NEPAD. 

 

                                                
1 The CMA comprises the MOFEP, Office of the President, Office of the Head of the Civil service, Public 
Services Commission and the Ministry of Local Government and Rural Development. These could change from 
time to time. 
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Chapter 1  –  � 
 � � � � � � � � � 
� 
 � � � � � � � � � 
� 
 � � � � � � � � � 
� 
 � � � � � � � � � 
 ����
����
 This book is a Training Manual on the relationship between the Macro-economy and 
the National Budget.  The Centre for Budget Advocacy (CBA) of ISODEC requires it for 
training civil society organizations and other stakeholders in the Budget Process in Ghana, 
and other countries in the West African sub-region. 
 
2. The current budget process in Ghana is known as the Medium Term Expenditure 
Framework (MTEF).  The introduction of MTEF in 1999 was a departure from a single year 
budgeting to a three-year budgeting system.  Therefore in that year, Ghana, for the first time, 
prepared a three-year, medium term expenditure framework for 1999-2001.  The introduction 
of MTEF across all MDAs exceeded the original plan to pilot the process in three MDAs 
because Cabinet decided to build up capacity for that, instead of having to contend with two 
different types of budget processes in that year. 
 
3. The preparatory works towards that introduction included the organization of several 
Production Workshops for all MDAs in phases.  During such workshops, the MDAs were 
represented by core members of their Budget Committees.  These participants were first 
taken through the principles of the MTEF.  After that they were separated into working 
groups where they were assisted by Facilitators to produce their Strategic Plans, and Three 
Year Estimates, based on their costed prioritised activities, in their Strategic Plans.  The 
MDA Estimates were also based on integrated Budget Classification, which merged the 
Recurrent and Development Budgets and  reduced the original items from 1-9 to items 1-4. 
 
4. After the introduction of MTEF in 1999, there were several efforts made to refine it 
and integrate its reforms into the wider reforms like BPEMS being pursued under 
PUFMARP.  Such reforms also include: 
 

� � Development of a new Procurement System 
 
� � Improvement to Efficiency in Internal Audit 

 
� � Improvement to management and administration 

of all Revenue Agencies 
 

� � Improvement to Audit (External) functions including 
the introduction of value for money audit 

 
� � Fiscal decentralization – design of new planning, budgeting 

and accounting systems for both revenue and expenditure 
at the Local Government level (ie. with Metropolitan, Municipal  
and District Assembly levels). 

 
5. The approach of this manual was to define and indicate the principles and processes 
of MTEF on one hand.  On the other hand, the concept of the Macro-economy for the 
preparation of the National Budget has also been defined.  These two concepts were then 
brought together to show how they were fused together to produce the National Budget.  
Other issues like the evolution of the MTEF, and its advantages over the previous line-item 
and incremental budgeting, as well as the relevance of the MTEF to poverty reduction in 
Ghana and therefore to the civil society, have been equally dealt with in the relevant 
chapters of the manual. 
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Credibility and Predictability of MTEF 

6. The MTEF entails reforms in the budget preparation process.  That is one side of 
the coin.  The other side of the coin deals with budget implementation and reporting.  In 
order to ensure the credibility of the MTEF, other reforms have been instituted.  Such 
reforms are (i) Cash Management and (ii) Commitment Control System (CCS), which will not 
only ensure the credibility of the MTEF, but also the predictability of resource flows to the 
MDAs on time, for the implementation of programmes and activities approved under the 
Budget.  The introduction of the CCS will also help the MDAs and cost centres to commit 
government to the level of available resources, thus avoiding over commitments and the 
resultant accumulation of arrears by MDAs. 

7. The commitment control simply means the issuing of quarterly cash ceilings to 
MDAs, based on their cash plans indicating the incidence of their expenditures and 
statutory commitments in the approved budget on the one hand, and the quarterly 
revenue fore casts of the Revenue Agencies as well as external resource inflows, on the 
other hand. 
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Chapter 2.    � � � � � � � � � � � � � � � � � � � � 
 �� � � 
 �� � � � � � � � � � � � � � � � � � � � 
 �� � � 
 �� � � � � � � � � � � � � � � � � � � � 
 �� � � 
 �� � � � � � � � � � � � � � � � � � � � 
 �� � � 
 �  
 
(a) Overview of MTEF 
 
 The current budget process in Ghana is known as the Medium Term Expenditure 
Framework (MTEF).  The MTEF can be defined as a three year, integrated, broad based 
and performance oriented budgeting process. 
 

� � Multi-Year – this is a departure from the previous single year budgeting to 
three (3) year budgeting. 

 
� � Integrated – the process integrates both development and recurrent 

expenditures. 
 

� � Broad-Based – this involves the inclusion of GOG, Donor as well as I.G.F. 
resources, and 

 
� � Performance-Based – the process is based on agreed levels of performance 

or deliverables as spelt out in the MDA Strategic Plans. 
 
Logical Framework of MDA Budgets 
 
2. Under the MTEF, the logical framework of the MDA-Estimates is the MDA Strategic 
Plan.  The Strategic Planning Model starts with the development of MDA Mission 
Statement.  The Mission Statement is basically the (i) reason for MDA’s existence (ii) MDA’s 
core business areas, (iii) MDA’s key stakeholders and (iv) MDA’s core values. 
 
3. After defining the Mission Statement, the MDA defines its set of Objectives.  These 
objectives are broad definitions of what the MDA sets out to achieve in the medium term, in 
order to realize its mission.  The objectives must be “ ends”  and not “ means”  to an end. 
 
4. The definition of the set of Objectives is followed by the identification of deliverables 
or Outputs for each Objective.  The outputs are expected to be the “means” for achieving 
the objectives.  For that matter, they are expected to be Specific, Measurable, Achievable, 
Realistic and Time-Bound (SMART). 
 
5. Below the Outputs, MDA’s define Activities to be undertaken in order to deliver the 
Outputs.  The activities must also be SMART.  These activities require Inputs, such as 
labour, conference hall etc.  The inputs are required in certain quantities, and with certain 
frequencies.  It is the product of the Unit Cost, the quantity and the frequency of the 
Inputs that will give the Total Input Cost.  The sum of all such input costs, gives the Activity 
Cost.  These are added up to arrive at the Output Cost, the Objective Cost and eventually 
the MDA Budget.  MTEF is therefore referred to as the Activity Based Budgeting or 
A.B.B.  (refer to the Model in Annex I). 
 
6. In summary the MDA Strategic Plan consists of: 
 

� � Mission Statement 
 
� � Set of Objectives 

 
� � Sets of Outputs 

 
� � Sets of Activities 
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Inputs are also identified for each Activity for costing. 
 
7. The MDA Strategic Plans are based on the following: 
 

(i) National and Sectoral Goals 
 
(ii) SWOT(C) Analysis 

 
(iii) Stakeholder Analysis 

 
(iv) PEST Analysis 

 
(v) Identification of Key Issues after the Environmental Scan 

 
(vi) Identification of Key Result Areas (KRAs) after considering the Key Issues. 

 
Note:  The model employs (i), (ii) and (iii) above for Environmental Scan. 
 
(b) Important Definitions of Terms in the MTEF-MODEL 
 
National Goal and Sectoral Goal 
 
8. These are goals that Ghana as a nation aims to achieve.  The current national and 
Sectoral goals are set in the GPRS. 
 
Mission 
 
9. Broad definitions of why the MDAs exist.  These may be derived from a legislation or 
charters that establish the MDAs. 
 
SWOT(C) Analysis 
 
10. Strengths, Weaknesses, Opportunities and Threats (Challenges).  This is one of the 
means of Environmental Scan. 
 
Stakeholder 
  
11. A person, group or institution with vested interest in the success or failure of that 
MDA or organisation. 
Outcome 
 
12. The result of the output(s); for example the increase in the pass-rate as a result of 
the provision of textbooks and better trained teachers.  While MDAs are in control of the 
outputs (eg. Textbooks and teachers), they are not in control of outcomes or impact.  In this 
case, it is also the willingness of the pupils to learn and do well in examinations that will 
determine the desired outcome, ie. increase in the pass-rate of pupils. 
 
Key Issues 
 
13. These are critical problems/threats that MDAs must deal with, as a result of the 
Environmental Scan carried out by the MDA.  If these issues are not dealt with, the MDA 
would not be able to fulfil its Mission.  Such issues are normally addressed by the MDA 
Objectives. 
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Objectives 
 
14. These are specific statements of what the MDA would do or achieve, that contributes 
to its overall Mission.  These are also known as key result arrears or K.R.A.s, i.e. in order 
to demonstrate that the Mission is being fulfilled. 
 
Policies 
 
15. A policy can be said, to be the general approach to achieving the objectives rather 
than the concrete actions.  Some examples are (i) private sector participation and (ii) cost 
recovery. 
 
Strategy 
 
16. Strategy is the means to implementing the Policies and achieving the objectives, 
and it includes the specific actions and the ways in which the actions will be carried out.  
For example, a strategy for the construction of Clinics will include who is to construct them, 
the timing of the construction, and the responsibility for supervision. 
 
Outputs  
 
17. These are the goods and services to be produced in a given period in order to 
achieve stated objectives.  Outputs establish the performance of the MDA in terms of 
measurable deliverables by whom and when.  In order words, the outputs should be: 
 
     SMART 
     Specific 
     Measurable 
     Achievable 
     Realistic 
     Time-bound 
Outputs are under the direct control of implementing agencies, ie. the GES can control the 
number of pupils educated in Primary Schools, and these outputs can be directly linked to 
the inputs that are required to produce the outputs. 
 
Activities 
 
18. Activities are what are required to produce the Outputs.  In some cases there may be 
the need to identify a lower level of Activity, which can be referred to as Tasks.  Like outputs, 
activities should be SMART. 
 
Inputs 
 
19. These are the resources required to carry out the Activities.  They may take the form 
of financial, human or technical resource inputs.  These inputs have Unit Costs, and are 
required in certain Quantities, and Frequencies, and these are relevant for costing Inputs 
required to carry out prioritised Activities under the Budget. 
 
Cost Centre 
 
20. This is the level within the MDA where the budget is prepared, implemented and 
managed.  Under the MTEF, the Cost-Centre is considered to be at the Sub-Head Level.  
An example is the Feeder Roads Department of the Ministry of Roads and Transport. 
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Chapter 3.   � � � � 
 � � � � � 
 � � � � � � � � � � � � � � � � � � �� � � 
 � � � � � 
 � � � � � � � � � � � � � � � � � � �� � � 
 � � � � � 
 � � � � � � � � � � � � � � � � � � �� � � 
 � � � � � 
 � � � � � � � � � � � � � � � � � � � ����
���� � � � � � �� �� � � � � �� �� � � � � �� �� � � � � �� � � � � � � � � � � � � � � � � � � � � � � � � � �� � � � � � � � � � � � � � � � � � � � � � � � �� � � � � � � � � � � � � � � � � � � � � � � � �� � � � � � � � � � � � � � � � � � � � � � � � � �
�
(a) MTEF as Part of PUFMARP 
 
 The last two decades cover the period from 1984 to 2004.  The year 1984 falls within 
the initial years of the Economic Recovery Programme (ERP), which was supported, by the 
Bretton Wood Institutions and other bilateral Development Partners.  In brief, the E.R.P. saw 
Ghana through various structural adjustment programmes for all sectors of the economy.  
The result was the arrest of the decline in the GDP over a decade, ie. change from negative 
growth-rates to positive growth-rates, of GDP, with 1984 recording over 5% per annum. 
 
2. The budget process at that time was (i) line item budgeting and (ii) incremental 
budgeting.  The principle was that an MDA should get certain percentage increases in its 
budget items 1 to 9, without considering the performance targets for the MDA. 
 
3. One positive thing of the ERP and the Structural Adjustment Programme (SAP) was 
that the Development Partners introduced an annual Public Expenditure Review (PER), of 
which the reports were published for both public and private consumption.  The reports 
included recommendations for improvement in the Public Expenditure Management.  One 
such recommendation in mid-1990s led to the introduction of PUFMARP, of which MTEF is a 
major component. 
 
4. The reforms under PUFMARP were: 
 

(i) MTEF 
(ii) BPEMS 
(iii) Cash Management 
(iv) Aid and Debt Management 
(v) Procurement Review 
(vi) Internal Audit Improvement 
(vii) Improved I.P.P.D. 
(viii) Revenue Management Improvement 
(ix) Improved External Audit, and 
(x) Fiscal Decentralization 

 
(b) Rational for the Introduction of MTEF 
 
5. The MTEF has been introduced to address the weaknesses within the planning and 
budgeting system of the Government of Ghana.  In the mid-1990s the Vision 2020 and the 
Medium Term Development Plan (MTDP 1996-2000) came out with National and Sectoral 
objectives and policies, but these were not costed and linked explicitly to the availability of 
resources through a Macro-economic Framework. 
 
6. Secondly the previous budget preparation process did not link the achievement of 
objectives and meeting of targets with the funds required.  There was a greater emphasis on 
control of inputs and less on improving performance of the sector through meeting targets.  
The Recurrent Budget was prepared on incremental basis (adding a percentage to last 
year’s estimates) without reviewing whether the projects that were funded should have been 
continued.  Projects continued from year to year while resources might have been declining 
therefore some projects ended up under-funded, and uncompleted. 
 
7. Thirdly, the classification of the previous budget did not show activities (eg. 
provision of extension services) but only types of expenditure (eg. travelling), in line item 
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budgeting.  The investment budget particularly was made up of a large number of projects 
making it difficult to link the projects funded through the Development Budget to the 
Government’s own priorities and policies.  As a result the recurrent cost implications of 
completed projects were not catered for under the budget.  For example, classrooms were 
completed, while no provisions were made for payment of teachers’ salaries. 
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Chapter 4.    � � � � 
 � � � � � � � � � � � � � � � 
 � � � � � � � � � � � 
 �� � � � 
 � � � � � � � � � � � � � � � 
 � � � � � � � � � � � 
 �� � � � 
 � � � � � � � � � � � � � � � 
 � � � � � � � � � � � 
 �� � � � 
 � � � � � � � � � � � � � � � 
 � � � � � � � � � � � 
 � ����
���� � � � � � �� � ��� � � � � �� � ��� � � � � �� � ��� � � � � �� � �� � � � � � � � � � �� � � � � � � 
 � � � � � 
� � � � � � � � � �� � � � � � � 
 � � � � � 
� � � � � � � � � �� � � � � � � 
 � � � � � 
� � � � � � � � � �� � � � � � � 
 � � � � � 
 �
�
(a) MTEF Improvements to the Budget Process 
 
 The MTEF process incorporates several disciplines as follows: 
 

� � Macroeconomic Planning and Forecasting 
 
� � Economic Analysis of Expenditure Allocations 

 
� � Strategic Planning and Management 

 
� � Output or Performance based budgeting 

 
Macroeconomic Planning 
 
2. The MTEF process starts with the up-dating of the Macroeconomic Framework each 
year.  This involves up-dating the projections of resources available from both local (GOG 
and I.G.F.) and foreign (Donor) sources for the three years.  This enables the Policy 
Review by MDAs, by reviewing outcomes, objectives, policies, and outputs to estimate 
broad expenditure requirements.  The MTEF process is iterative top-down and bottom-
up, in the sense that while the Macroeconomic Framework is developed at the top or central 
management level, this allows the preparation of the Policy Review Reports by the MDAs at 
the bottom level.  These Policy Review Reports are taken into consideration by the Central 
Management Agencies in the determination of the MDA Ceilings (see Annex 2). 
 
 Economic Analysis of Expenditure 
 
3. The economic analysis of expenditure is also undertaken by MDAs during Policy 
Reviews and Intra-Sectoral Meetings to identify areas of overlap and duplication, while 
enforcing collaboration between MDAs. 
 
Strategic Planning and Management 
 
4. Each year MDAs up-date their Strategic Plans, by reviewing outcomes, objectives, 
outputs, and activities as the logical framework of their budgets. 
 
Output or Performance Based Budgeting 
 
5. After reviewing their Strategic Plans, MDAs prioritise their activities under each 
Output and cost them within the resource ceilings, at the activity level.  Since the activities 
are SMART, they form the basis of measuring the MDA performance during the year. 
 
 
(b) Summary of Improvements (Advantages) 
 
6. MTEF involves the following improvements in the budget process: 
 

� � Using a more strategic basis for the budget of MDAs by defining MDA 
Missions, Objectives and Outputs. 

 
� � Defining the activities needed to achieve the objectives and produce the 

output required. 
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� � Basing the budget on the cost of these activities (activity based budgeting) ie. 

moving away from the incremental approach used in the old system for the 
Recurrent Budget. 

 
� � Identifying and costing both the Recurrent and Capital (Dev’t) inputs together 

ie. integrating the preparation of the Recurrent and Development Budgets. 
 

� � Improving the classification and presentation of the budget so that the 
activities to be implemented by MDAs can be seen more clearly. 

 
� � Identifying and monitoring the outputs or targets as measures of performance 

in meeting the agreed objectives. 
 
(c) Status of the Implementation of the MTEF 
 
7. At the inception of the MTEF in 1998, all MDAs were assisted, at Production 
Workshops, to develop their Strategic Plans.  In these Strategic Plans, MDAs defined their 
Mission Statements, set of Objectives, Outputs and Activities.  These Strategic Plans are 
reviewed annually to reflect Government Policies and Priorities.  GPRS is the current 
Medium term Plan adopted by Government of Ghana and recognized by all its Development 
Partners.  This plan (GPRS) is being implemented through the MTEF.  The National Goal 
and the various Sectoral Goals are therefore derived from the GPRS Document. 
 
8. With regard to the current status of implementation of the MTEF, two major issues 
are outstanding as follows: 
 

� � Linking of items 1 (Personnel Emoluments) and 2 (Administrative Costs) to 
the MDA objectives in the Strategic Plans.  (See page 22 for Items 1 to 4) 

 
� � Ensuring that the ACTIVATE Software currently being employed to prepare 

the MTEF is replaced by ORACLE FINANCIALS, for Activity Based Budgeting 
(A.B.B.). 

 
9. The expertise for linking Items 1 to 2 to objectives is to be provided by a 
Consultancy to be funded by DFID, the original funding agency of MTEF.  However, the 
request for Scoping Studies, in preparation for the Consultancy, has not yet received a 
favourable response from DFID. 
10. With regard to the deployment of ORACLE FINANCIALS, one of the modules of 
BPEMS, for activity based budgeting under MTEF, experts have identified the Module as 
unsuitable for activity based budgeting, without any major modifications.  The modifications 
undertaken so far are unsatisfactory and therefore the ACTIVATE Software was once again 
used for the preparation of the 2004-2006 MTEF.  However further work is being done on 
the ORACLE FINANCIALS to change it from line-item-budgeting to activity based budgeting 
under MTEF.  This will eventually ensure that MTEF is properly co-ordinated with the 
BPEMS for the generation of the various Reports on the Budget for auditing and 
presentation to Parliament 
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 This section of the manual describes what constitutes the Macroeconomic 
Framework in Ghana.  In most countries this framework is normally derived from models 
built on data generated from the past performance of the economy.  Such models therefore 
become the logical framework of the macroeconomic projections.  Such projections include 
the Resource Envelope, the rate of inflation, the size of the GDP as well as, the growth-
rates of the GDP, and its Sectors (Agriculture, Industry and Services). 
 
2. At the initial stage of developing the MTEF, the importance of a credible projection of 
the Resource Envelope was realised.  A consultant was therefore engaged to collaborate 
with the Policy Analysis Division of the Ministry, in developing a Macro-Economic Model 
for Ghana.  However this was not accomplished before the Consultant left Ghana.  The 
MTEF therefore continued to be based on the Fiscal Table, annually negotiated with the 
I.M.F. and the World Bank, for the projections of the Resource Envelope employed in the 
preparation of the National Budget.  The Fiscal Table indicates the Macro-Economic Targets 
based on the agreed Macro-Economic Objectives. 
 
3. The term macro-economy often refers to two balances, (a) the domestic balance ie. 
budget surplus or deficit and (b) the external balance ie. balance of payments.  The 
domestic balance is arrived at by putting total revenues against total expenditures while the 
external balance is arrived at by putting total exports against total imports. 
 
(a) Macroeconomic Objectives 
 
4. The Macroeconomic Framework for the 2004 Budget, also sets out the 
Macroeconomic Objectives as follows: 
 

� � Increasing revenue to create room for increased poverty-related spending 
and accelerated development. 

 
� � Strengthening Public expenditure Management. 

 
� � Using an optimum mix of fiscal and monetary policies to deliver on the 

inflation and other macroeconomic targets. 
 
(b) Macroeconomic Targets 
 
5. The key macroeconomic targets in the 2004 Budget Statement were 
 

� � a real GDP growth of at least 5.2 per cent 
 

� � a commitment to bring the 12-month CPI inflation rate down to under 10 per 
cent by the end of December 2004 

 
� � maintaining the goal to build up stock of gross international reserves to no 

less than 3 months of imports cover 
 

� � a domestic primary surplus of 1.7 per cent of G.D.P. (Domestic Revenue – 
Domestic Expenditure) 

 
� � a budget deficit of 1.7 per cent of G.D.P. 
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6. The G.D.P. growth-rate of 5.2 per cent is to be achieved with the following 
contributions from Agriculture, Industry and Service Sectors of the economy 
 

� � Agriculture  - 6.0 per cent 
 
� � Industry  - 5.2 per cent 

 
� � Service  - 4.7 per cent 

 
(c) Macroeconomic Policies 
 
7. Two types of macroeconomic policies can also be identified in the Budget Statement 
viz. (i)  Fiscal Policies and (ii)  Monetary Policies. 
 
(i) Fiscal Policies 
 

The overriding fiscal policy is aimed at halving the Domestic Debt/GDP ratio by the 
end of 2005 from the level in 2002 in accordance with the target in the GPRS.  To 
achieve this, the medium term fiscal programme targeted zero domestic financing in 
2003, and net domestic debt repayment of 2.2 per cent and 2.6 percent of GDP in 
2004 and 2005 respectively.  This policy tends to crowd in the private sector as it 
reduces competition for domestic financing and explains the fall in the interest-rates 
paid to Treasury Bills in recent years.  On the other hand, measures have been 
instituted to increase revenue inflows, in order to increase poverty-related spending 
and accelerated development of the economy. 

 
(ii) Monetary Policies 
 

With the new Banking Law, Bank of Ghana has freedom to pursue prudent monetary 
policies in support of the fiscal policies of the government.  To achieve the single digit 
inflation at the end of 2004, Bank of Ghana intends to keep pace of monetary 
expansion consistent with the target inflation rate.  This implies bringing down the 12-
month growth-rate of broad money, from 37.8 per cent as at December 2003, to 19.0 
per cent by December 2004.  The Bank of Ghana uses Open Market Operations 
(OMO), Repurchase Operation, and adjustments in the prime rate to achieve its 
monetary objectives.  Open Market Operations involve the sale of Treasury Bills to 
the public.  The Repurchase Operations involve the roll-over of past Treasury Bills 
purchased by the public.  Adjustment in the prime rate involves lowering or raising 
the interest-rate between Bank of Ghana and the commercial banks. 

 
8. To support the government target of international reserves of at least 3 months, Bank 
of Ghana’s net domestic assets will be reduced further in 2004. In addition, Bank of Ghana 
will continue to allow the cedi exchange rate to be market determined, limiting 
interventions to smoothing short-term fluctuations in the foreign exchange market and 
ensuring the targeted build-up of international reserves. 
 
(d) Balance of Payments Policies 
 
9. Sound external sector policies cushion the economy against un-anticipated external 
shocks.  To achieve this, policies must be geared towards attracting foreign direct 
investment (F.D.I.) while increasing foreign exchange earnings through increased levels of 
exports.  For 2004 Export Receipts were expected to be around US$2,368.0 million, with 
2.3 per cent growth over the previous year.  The main exports of Ghana are cocoa, gold, 
timber and non-traditional exports. 
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10. On the other hand, Total Imports were expected to be US$3,355.0 million, out of 
which oil imports were projected at US$571.0 million representing 17 per cent.  The Trade 
Balance was therefore projected at US$987.8 million deficit, while the Current Account 
Balance was projected at US$98.0 million deficit after accounting for services and 
transfers.  This means in current terms Ghana is importing more than exporting goods and 
services. 
 
11. The Capital Account Balance was projected at US$26.0 million, made up of official 
capital inflow of US$65.0 million and private capital outflow of US$39.0 million.  The Over-all 
Balance of Payments was expected to be US$72.0 million deficit (+US$26m-US$98m). 
 
(e) Debt Stock 
 
12. Ghana’s medium and long-term debt as at the end of December 2003 stood at 
US$7.02 billion representing 4 per cent increase over the 2002 level.  This is expected to 
decrease by US$1.6 billion in the year 2004 when Ghana reaches the HIPC Completion 
Point and bilateral creditors provide debt stock cancellation.  It is therefore expected that 
there will be a significant change in the creditor category composition of the external debt 
stock, with 75 per cent being owed to multilateral creditors, like the IMF, World Bank, 
A.F.D.B. and the E.U.  The current policy of contracting new loans with a minimum grant 
element of 35 per cent will still be pursued by the government in order to ensure debt 
sustainability after reaching the HIPC Completion Point in 2004. 
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 As demonstrated in the diagram on the MTEF Process in Annex 2, the budgeting 
process starts with the review and updating of the Macro-economic Framework.  This 
involves the projection of both local and foreign resources available for the preparation of the 
budget.  Thus the total resource envelope is projected as one side of the coin, before 
looking at the MDA Expenditures and Statutory Expenditures, as the other side of the 
coin.  The importance of the Macro-economic Framework, in drawing up the National 
Budget, cannot therefore be overemphasized. 
 
2. The Macroeconomic Framework sets out the broad Macro-economic Objectives 
and Targets. These objectives and targets are higher levels of objectives and targets, as 
compared with the MDA objectives and targets set out under their Strategic Plans.  The 
Macro-economic Framework also sets out Fiscal and Monetary Policies.  These objectives, 
targets, and policies are conveyed to MDAs during budget preparation workshops as 
National Goals and Policies.  These goals and policies guide the MDAs in reviewing their 
Strategic Plans to reflect these goals and policies and thus facilitate the achievement of 
these goals and targets.  The effect of the Macro-economic Framework is therefore felt in 
guiding the MDAs prepare their budgets in agreement with the national goals and priorities. 
 
Responsible Agency for Setting the Macro-economic 
Targets in the National Budget 
 
3. The Macro-Economic Framework is set up by Central Management Agencies of 
Government.  Such agencies include Ministry of Finance and Economic Planning, the 
National Development Planning Commission (NDPC), Bank of Ghana etc.  The current 
Macro-economic Framework is based on the targets set out in the Ghana Poverty Reduction 
Strategy (GPRS) Document, agreements on the West African Monetary Zone, Legislations 
of Parliament and agreement with Development Partners.  Another source of contribution is 
the Manifesto of the Ruling Party. 
 
4. Every year, the reviewed and up-dated Macroeconomic Framework has to be 
approved by the Cabinet, before being employed to determine the total resource envelope 
and subsequently the MDA resource ceilings for the preparation of the MDA Budgets                                        
 
5. The MDA Resource Ceilings are conveyed to all MDAs in the Guidelines for the 
preparation and finalization of the MDA-Estimates for the Budget Hearings. 
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(a) Budget Formulation 
 
 With reference to Annex 2, on the MTEF Process, the budget formulation starts by 
May/June when the Central Management Agencies determine the Macroeconomic 
Framework, with the projections of the resource envelope.  The macroeconomic objectives 
and targets are then conveyed to the MDAs in the Budget Guidelines.  Before the issue of 
the Budget Guidelines, the MDAs are taken through the following budget preparatory 
workshops: 
 

(i) GPRS Workshops for MDAs 
(ii) Policy Review Workshops for MDAs 
(iii) Intra-Sectoral Meetings for MDAs 

 
2. During the GPRS and Policy Review Workshops, the MDAs are provided with 
guidance as to how to refocus their sector policies to be consistent with the tenets of the 
GPRS.  The Intra-Sectoral Meetings afford the MDAs the opportunity to eliminate 
duplications and enforce collaborations.  The MDAs then prepare their Policy Review 
Reports, which are scrutinized by a Technical Team, comprising Budget Directors and the 
GPRS Team.  The Policy Review Reports guide the MDAs in reviewing their Strategic Plans 
annually to reflect their poverty reduction activities identified in the G.PR.S.  These 
workshops normally take place between June and August.  The Budget Guidelines are also 
issued in July/August to enable MDAs reprioritise their costed Outputs and Activities within 
the MDA Ceilings. 
 
3. Before the MDAs finalize their Estimates for the Budget Hearings a fourth workshop 
is organized in September on Strategic Planning and Costing.  This workshop enables 
the MDAs to finalize their draft Estimates in preparation for the Budget Hearings, which are 
held in early October.  After the hearings a Budget Report is sent to Cabinet in early 
November for approval.  After the Cabinet approval the draft Estimates are printed and 
submitted to Parliament before the end of November in accordance with  Requirements of 
the Constitution.  Since Parliament rises in December for Break, Provisional Estimates or 
Vote on Account is approved to enable government business continue in the first quarter of 
the ensuing year.                                                   
 
(b) Budget Approval 
 
4. The Macroeconomic Framework, which forms the basis of the Budget, has to be 
approved by Cabinet before the Budget Guidelines with MDA Ceilings are issued in July.  
After the submission of the draft MDA Estimates to Parliament at the end of November, the 
Budget is formally presented to Parliament in January/February by the Minister of 
Finance and Economic Planning on behalf of the President.  The Budget Statement, read 
on this occasion, summarises the MDAs Estimates for the current year, their performance in 
the previous year, as well as the Economic Policies (both fiscal and monetary) to be pursued 
in the current year. 
 
5. The presentation of the Budget Statement initiates the debate on the Budget.  After 
the debates, the draft MDA Estimates are considered by the various Parliamentary Select 
Committees at different sittings.  The reports of these Committees are collated into a draft 
Appropriation Bill which is presented to Parliament for further debate and passed into the 
Appropriation Law.  Even though the MTEF is prepared on three-year basis, the 
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Appropriation Law covers only the first year.  The Appropriation Bill is often passed in 
February or March, of the budget year.   
 
(c) Budget Implementation 
 
6. After the passage of the Appropriation Bill into Law the MDA Budget Volumes are 
finalized by MOFEP, printed in numbers, and distributed to the MDA’s for implementation.  
Under the MTEF, the following expenditure items have been identified: 
 

 Item 1  - Personal Emolument (P.E) 
  Item 2  - Administration Cost 
  Item 3  - Service Cost 
  Item 4  - Investment Cost 
 
7. To ensure the smooth implementation of the Budget, new Public Financial 
Management Systems have been instituted in all MDAs ie. (a) Cash Management System 
and (b) Commitment Control System.  Under the Cash Management System, MDAs staffs 
have been trained in the preparation of Work Plans and Cash Plans based on their 
approved MDA Budgets.  MDAs therefore submit quarterly Cash Plans to MOFEP, which in 
turn prepares the quarterly cash ceilings for MDAs.  These ceilings are broken down on 
monthly basis, and are based on quarterly revenue projections from the Revenue Agencies 
Governing Board (RAGB). 
 
8. The Commitment Control System has been instituted to assist MDAs to live within 
their quarterly cash ceilings, thus preventing over commitments and accumulation of 
arrears.  With the quarterly expenditure ceilings, General Warrants are issued to MDAs to 
access funds through CAGD, for Items 1 and 2.  With regard to Items 3 and 4, the MDAs 
are expected to apply to MOFEP for the issue of Specific Warrants and release letters 
based on their quarterly cash ceilings. 
 
(d) Budget Auditing 
 
9. According to the Constitution, the budget of the previous year shall have its 
Expenditure Report prepared by CAGD, three months after the end of that year.  This will 
enable the Audit Service to audit the Annual Expenditure Report and present it to 
Parliament for its consideration.  The Public Accounts Committee of Parliament then 
invites relevant officers from CAGD, Audit Service, MOFEP and other relevant MDAs for 
clarifications on the Report before presenting it to the House for approval. 
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 The First to Sixth Chapters of this manual have vividly described the relationship 
between the Macro-economic Framework and the National Budget.  The Seventh Chapter 
also described the time-frame for the budget preparation, approval, implementation and 
auditing or what can be simply referred to as the Budget Cycle.  This Eighth Chapter is to 
show the relationship between the Macro-economic Framework and Poverty Reduction. 
 
2. The Ghana Poverty Reduction Strategy (GPRS) is the current Medium Term 
Development Plan adopted by Ghana and recognised by all her Development Partners.  
This Plan is being implemented through the budget process, which is the MTEF.  To ensure 
that the National Budget is linked to the GPRS, a Technical team (T.C.) has been set up by 
MOFEP to manage the budget process.  The T.C. is composed of Directors of Ministry of 
Finance and Economic Planning and the National Development Planning Commission (The 
GPRS Team).  A number of activities have been agreed on each year by the T.C. to ensure 
that the GPRS is fully reflected in the national budget.  Such activities include: 
 

� � GPRS Workshops for MDAs; 
� � Policy Review Workshops for MDAs; 
� � Intra-Sectoral Meetings for MDAs; and 
� � Strategic Planning and Costing Workshops for MDAs. 

 
3. This T.C. is also responsible for setting up the Macro-economic Framework for each 
budget.  As indicated in Chapter Five, the Framework is based on the Fiscal Table annually 
negotiated with the I.M.F. and the World Bank, based on the Revised Minimum Standard 
Model (RMSM-X).  This framework is also used in negotiations with other Development 
Partners, both multilateral and bilateral. 
 
4. The GPRS 
 
 The GPRS has been based on five Thematic Areas as follows: 
 

(i) Macro-Economic Stability and Growth; 
 
(ii) Production and Gainful Employment; 

 
(iii) Human Development and Basic Services; 

 
(iv) Special Programmes for the Vulnerable and Excluded; and 

 
(v) Good Governance. 

 
5. The above thematic areas have been further developed into measurable targets for 
MDAs, to feature into their Strategic Plans and eventually budgets.  Some of the targets are 
similar to the targets of the Millennium Development Goals (MDG) to which Ghana is a 
signatory. 
 
 
6. The MDGs and GPRS Targets 
 
 TARGET ONE (1) 
 

(a) MDG 
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� � Halve proportion of those in extreme poverty by 2015 

 
(b) GPRS 
 

� � Proportion below poverty line reduced from 39% to 32%;  
extreme poverty from 27% to 21%. 

 
 TARGET TWO (2) 
 

(a) MDG 
 

� � Halve proportion of people suffering from hunger by 2015. 
 

(b) GPRS 

� � Underweight children under five reduced from25% to 21%. 

TARGET THREE (3) 

(a) MDG 

� � By 2015, all children to complete primary schooling. 

(b) GPRS 

� � Long term target – UPE (Universal Primary Education) 

� � Primary GER increases from 77% to 82% by 2005. 

TARGET FOUR (4) 

(a) MDG 

� � Eliminate gender disparity in primary and secondary education by 2005 
and to all levels by 2015. 

(b) GPRS 

� � Increase GER for girls from 71% to 80% by 2005. 

 

TARGET FIVE (5)  

(a) MDG 

� � Reduce Under-five Mortality by two-thirds. 

(b) GPRS 

� � Reduce Under-five Mortality from 110/1000 to 95/1000. 
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TARGET SIX (6) 

(a) MDG 

� � Reduce maternal mortality to three-quarters between 1990 and 2015 

(b) GPRS 

� � Maternal mortality rate reduced from 200/100,000 to 160/100,000. 

� � Proportion of births attended by skilled health personnel increased from 
49% to 55%. 

TARGET SEVEN (7) 
  

(a) MDG 
 

� � Halt and reverse the spread of HIV/AIDS 
 

(b) GPRS 
 

� � Reduction of new infections in 15 to 19 age group to 24% by 2005. 
 

TARGET EIGHT (8) 

(a) MDG 

� � Halt and reverse the incidence of malaria and other major diseases. 

(b) GPRS 

� � Specific target being reworked. 

TARGET NINE (9) 

(a) MDG 

� � Integrate principles of sustainable development into country policies and 
programmes and reverse loss of environmental resources. 

 
(b) GPRS 

 
� � Proportion of forest loss reduced by 10%. 

 
TARGET TEN (10) 

 
(a) MDG 
 

� � Halve the proportion of people without access to safe drinking water by 
2015. 

 
(b) GPRS 
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� � Proportion of population with sustainable access to an improved water 
source. 

 
- Rural Areas  - from 40% to 54% by 2005 
 
- Urban Areas  - from 70% to 78% by 2005. 

 
GOVERNMENT COMMITMENT TO POVERTY 
REDUCTION IN GHANA 
 
7. The Government of Ghana has been committed to poverty reduction for many years.  
In 1986 it introduced the Programme of Action to Mitigate the Social Cost of Adjustment 
(PAMSCAD) to assist the poor and vulnerable groups who suffered as a result of the policies 
implemented under the Economic Recovery Programme (ERP) and the subsequent 
Structural Adjustment Programmes (SAPs), started in 1983.  This was followed by the 
Poverty Reduction Strategy (PRS) developed in 1995, which lay emphasis on economic 
growth, integrated rural development, expansion of employment opportunities for the urban 
poor, and improved access to Basic Services, such as Education, Health, Water and 
Sanitation, and Family Planning Services. 
 
8. Currently the focus of poverty reduction is being integrated into the wider 
consensus building process, through the annual up-dating of the Ghana’s Poverty 
Reduction Strategy (GPRS) Document.  Poverty reduction has therefore been central to 
Government’s development policy for decades.  The shifts of development resources to the 
Social Sector under the MTEF Budgeting System and the continual search for additional 
resources for poverty reduction from Development Partners are reflections of Government 
commitment to reduce poverty in Ghana. 
Poverty Situation In Ghana 
 
9. Ghana has been classified as one of the 41 Heavily Indebted Poor Countries (HIPC) 
with a Human Development Index (HDI) ranking of 133 out of 174 countries surveyed.  
According to the Ghana Living Standards Surveys (GLSS), Ghana has been experiencing 
high levels of poverty since the survey was conducted in 1987/88.  The results of the most 
recent survey, in 1998/99, indicated that the percentage of Ghanaians defined as poor 
(below ¢900,000 annual Income) fell from 50.8 per cent in 1991/92 to 42.6 per cent in 
1998/99.  However the extremely poor level fell from 36 per cent to 29 per cent over the 
same period (ie. less than ¢700,000 p.a.) 
 
10. The reduction in poverty was uneven among geographic and socio-economic groups 
of the country.  Poverty is high in the rural areas and among food crop farmers where the 
contributions to the national incidence of poverty are 83 per cent and 65 per cent 
respectively.  The Ghana Statistical Service also conducted Core Welfare Indicators 
Questionnaire (CWIQ) Survey in 1997.  This survey indicated that access to and levels of 
basic services remain poor particularly in rural areas.  For example: 
 

� � 46.5 per cent of household heads in rural areas have not attended school, 
compared to 30 per cent of household heads in urban areas. 

 
� � 42.1 per cent of pupils in rural areas lacked books/supplies compared to 24.9 

per cent in urban areas. 
 

� � 38.6 per cent of rural households can reach a health centre facility in 30 
minutes or less compared to 80.4 per cent of urban households. 
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Budgeting and Poverty Reduction 
 
11. As indicated earlier, the MTEF Budgeting process starts with the Macro-Economic 
Framework and the determination of the Total Resource Envelope (GOG; Donor; IGF).  As a 
top-down and bottom-up process, the MDA Ceilings are based on the Policy Review Reports 
of MDAs indicating their policies, priorities and resource requirements.  These MDA 
requirements are discussed by MOFEP with Cabinet before decisions are taken on the MDA 
Ceilings.  The decisions of Cabinet are based on national policies and priorities as spelt 
out in the GPRS Document.  In terms of poverty reduction, the Social Services Sector, 
among the five (5) broad MTEF Sectors, has seen large increases in Sectoral shares 
(refer to Annex 5) in recent years.  This is in line with Government Policy of providing 
improved social services especially in Health and Education, towards poverty reduction. 
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Chapter 9. � � 
 � � � � � � 
� � 
 � � � � � � 
� � 
 � � � � � � 
� � 
 � � � � � � 
  
 
 This concluding chapter brings out the contributions of the Civil Society to the Budget 
Process as well as the effect of the Macro-Economic Framework on the citizens of Ghana. 
 
Contributions of Civil Society to the Budget Process 
 
2. Civil Society can be defined as non-governmental organizations (NGOs), other 
than corporate profit-making entities.  These NGOs seek the welfare and development of the 
society, and are therefore relevant stakeholders for the development of the National 
Budget. 
 
3. The authority of the government of Ghana to prepare the national budget is derived 
from Article 174 Section 189 of the Constitution.  The following relevant points are worth 
noting from this Article: 
 

� � Only Parliament has the authority to impose tax on the people. 
 

� � All other financial matters require the authority of Parliament. 
 

� � There shall be two main Public Funds –  (a) Consolidated Fund and (b) 
Contingency Fund 
 

� � The President shall ensure that the Budget is prepared and laid before 
Parliament, at least one month before the end of the financial year. 

 
� � The bank of Ghana shall be the only authority to issue the currency of Ghana 

and the sole custodian of state funds, it shall also be responsible for 
promoting and maintaining the stability of the currency. 

 
� � All public accounts of Ghana shall be audited by the Auditor-General who 

shall head the Audit Service. 
 
4. From the above paragraph, it becomes obvious that the preparation of the National 
Budget is the function of the Executive wing of the Government, led by the President.  As 
mentioned earlier, the role of civil society is to function as a stakeholder.  From the Strategic 
Planning Model (refer to Annex…….) all MDAs have to undertake Environmental Scan 
such as (a) S.W.O.T. Analysis (b) Stakeholder Analysis and (c) Political, Economic, 
Sociological and Technological (PEST) Analysis, before developing their Strategic Plans.  
These Strategic Plans form the logical framework for the preparation of the MDA Budgets. 
 
 
(a) SWOT Analysis 
 
5. This exercise enables the MDAs to assess their current positions and identify their 
Strengths, Weaknesses, Opportunities and Threats.  While the strengths and weaknesses 
are internal to the MDAs, the opportunities and threats are external.  The existence of the 
NGOs or civil society organisations can either constitute opportunities or threats to the 
achievements of the MDA Objectives.  Collaboration between MDAs and these civil society 
organisations will therefore improve the performance of the MDAs in the preparation and 
implementation of their budgets. 
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(b) Stakeholder Analysis 
 
6. This exercise simply enables the MDAs to identify their key stakeholders, their 
impacts on the MDA performance, and how to address any negative impacts of such 
stakeholders.  By definition, a stakeholder is any entity, which has vested interest in either 
the success or failure of the MDA.  Here also collaboration between MDAs and civil society 
organisations will ensure better stakeholder analysis, for the preparation of their budgets. 
 
(c) PEST Analysis 
 
7. In order to have a comprehensive political economic, sociological, and technological 
analysis, the MDAs must involve the civil society organisations.  The C.S.O.s should take the 
initiative and offer their expertise to the relevant MDAs. 
 
8. It is stated in Article 42 Section 56 of the Constitution that the people of Ghana shall 
elect their representatives to the national and local government positions by secret ballot.  
The government is therefore the representative of the people.  However by Article 93 
Section 124, the power that makes law in Ghana resides in the Parliament of Ghana.  The 
Parliament of Ghana is made up of elected representatives of Constituencies created by law.  
In a wider sense, Parliamentarians are the true representatives of the people of Ghana.  It 
is therefore recommended that, apart from being stakeholders to the various MDAs, the civil 
society organisations should raise their concerns on the National Budget through the 
Members of Parliament. 
 
Effect of Macro-Economic Framework on Citizens of Ghana 
 
9. As described in Chapter 5, the Macroeconomic Framework of the National Budget, 
among others gives the projections of the following: 
 

� � The Resource Envelope. 
� � The Rate of Inflation. 
� � The Size of the G.D.P. 
� � The Growth-rate of the GDP, and 
� � The Monetary Expansion. 

 
(a) Resource Envelope 
 
10. Three sources have been identified under the MTEF in the resource envelope.  
These are (i) GOG Resources (ii) Internally Generated Funds (I.G.F.) and (iii) Donor Inflows.  
The GOG resources are mainly Tax Revenues and Non-Tax Revenues, while the I.G.F. 
Resources are fees and levies collected by MDAs through the sale of goods and 
services, and not paid into the Consolidated Fund.  The Donor Inflows are Loans and 
Grants expected from Development Partners, based on Agreements signed between Ghana 
and these Development Partners.  These are the resources disbursed in the year for the 
implementation of the various projects and programmes for the benefit of the citizens of 
Ghana.  The adequacy or otherwise is therefore crucial for the timely implementation of 
such projects and programmes. 
 
(b) The Rate of Inflation 
 
11. The rate of inflation simply describes the rise in the general level of prices of goods 
and services in the economy.  The rate of inflation affects the value of money in the pockets 
of the citizens, and therefore the purchasing power of the currency. 
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(c) The Size of the GDP 
 
12. The gross domestic product of GDP is the summation of goods and services 
produced by all citizens in the year.  This is a measure of the productivity of the economy 
and therefore the civil society should be concerned about the size of the G.D.P. 
 
(d) The Growth-Rate of G.D.P 
 
13. This is a measure of how fast the size of goods and services produced in the 
economy is increasing.  A related measure is how fast the population is increasing.  If the 
population is increasing faster than the rate of increase of the GDP, then the per capita 
income will decrease, or the citizens will become worse off year by year.  The relevance 
of GPRS is to ensure that the poor become better off  from year to year, through the 
interventions funded under the budget. 
 
(e) Monetary Expansion 
 
14. Under the new banking law, the Bank of Ghana is independent of the Ministry of 
Finance and Economic Planning in its pursuit of prudent monetary policy to ensure 
macroeconomic stability. However, the Monetary Policy of the Bank of Ghana should be in 
harmony with the Fiscal Policy of Ministry of Finance and Economic Planning.  Lack of 
prudent fiscal policy may lead to large budget deficits, which will force the central bank to 
fund the deficit either by borrowing from the public through Treasury Bills, or monetary 
expansion by printing more currency. 
 
15. While borrowing from the public through T.B.s will crowd out the private sector, 
printing more currency will bring inflationary effects on the economy.  The solution then is 
to keep the budget deficit as low as possible to limit the disastrous effect of deficit 
financing on the economy. 
 
 
 
 
                                                                                                                                                                                                                                                                                                                                                   

 
 
 
 
 

 


