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PCR EVALUATION NOTE 

GHANA: SECOND ECONOMIC REHABILITATION AND SUPPORT LOAN (ERSO II) 

 

 
1. THE PROGRAM 

 
Appraisal Date  Loan # 2100150000351 Loan Amount UA 38.6 m 

Approval Date 29 March 2001 Loan Signature 

Date 

23 May 2001 Project 

Completion 

Date 

30 June 2003 

Loan Effectiveness 

Date 

7 July 2001   PCR Date 5 March 2007 

NA= Not Available. Source: Bank Staff PCR 

 

1.1. Objectives 

1.1.1. The principal development objective of ERSO II was to consolidate the gains of  

previous reform efforts in restoring macro economic stability, thereby creating the basis 

for sustained, broad-based private sector led economic growth needed to alleviate 

poverty. 

 

1.1.2. ERSO II was essentially designed to act as a catalyst for the development of the  

private sector and was formulated to focus on the following specific objectives: i) 

restoring macro economic stability; ii) improving the functioning of the public sector; iii) 

promoting a decentralization policy at the district level; iv) promoting private sector 

development through a vast program of divestiture and the removal of structural 

impediments; v) reforming the cocoa and energy sectors aimed at promoting the 

development of the private sector. 

 

1.1.3. Beyond the specific objectives outlines above, ERSO II provided the loan proceeds 

needed to assist in filling the gap in Ghana’s external financing requirements. In addition, 

by providing counterpart funds for the budget, the loan was intended to reduce the 

Government’s net domestic financing and domestic debt burden by limiting  increases in 

the stock of debt; this would also have the effect of facilitating a decline in real interest 

rates. 

. 

1.2. Program Components  
1.2.1.ERSO II comprised of the following principal components: i) Macroeconomic 

stabilization: ii) Governance-including public expenditure management and 

decentralization; iii) public sector reform and divestiture; and iv) private sector 

development. 

 

1.3.Program  Results (Outputs and Outcomes) 

1.3.1. Implementation: The program implementation process was successfully initiated  

with the main outputs being the establishment of a special account with the Bank of 

Ghana for deposit of ADF loan proceeds and the creation of an Inter-ministerial 

Committee to coordinate program execution. The fulfillment of both conditions triggered 

release of resources to the borrower under the first tranche and opened the way for further 

reforms required under the second tranche. An assessment of progress in the 
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implementation of macroeconomic and structural reforms designed for the program in the 

Policy Matrix was carried out and revealed the following outcomes in macroeconomic 

reform, public sector reform and privatization and governance-mainly public expenditure 

management. 

 

1.3.2. Macro economic reforms: Performance on this front was mixed. GDP growth rate  

in 2001  stood at 4.2%, less than the 4.5% target while the overall budget deficit was 9% 

of GDP against the target figure of 7.2%. Shortcomings in fiscal management were 

further evidenced in decline of the primary balance from 3.8% of GDP in 2001 to 1.8% in 

2003.The current account deficit (as % of GDP) was 5.3% better than the expected rate of 

6%. This was also reflected in a better standing for international reserves, which reached 

3.1 months equivalent compared to the target of  2.4 months. 

 

1.3.3. Public Enterprise Reform: Public sector reform also had a mixed performance.  

Privatization efforts in respect of Tema Oil Refinery (TOR) and Ghana Oil Company 

(GOIL) .The sale of (TOR) failed because the government had an outstanding obligation 

to a creditor while that of GOIL did not materialize following a merger between Total 

and Elf, thus putting in disarray privatization arrangements with Total. Also, due to low 

investor interest, the planned privatization of Ghana Commercial Bank, Ghana Telecom , 

Ghana Electricity Company and Ghana Railways did not materialize. It should be noted 

that conditions precedent to second tranche release that required the appointment of 

Transactions Advisors for the divestiture of the  Electricity Company of Ghana and 

concession for the Ghana Railways were not met.  Earlier, in recognition of the difficulty 

concerning the privatization of GOIL, the Government substituted GOIL with  STC on its 

privatization agenda. Since STC was as strategic as GOIL, a waiver requested by the 

GOG for the sale of GOIL was granted. As part of its divestiture program, the GOG 

offered PBC for sale. Since the level of public subscription was low, the majority of 

shares (55%) was allocated to Social Security and National Insurance, farmers and PBC 

employees while the Government retained 20%. 

 

1.3.4. Public Expenditure Management and Governance:  The Medium Term  

Expenditure Framework (MTEF), a multi-year budgeting instrument was introduced to 

enable the formulation of a three-year rolling budget based on strategic plans of 

individual ministries, department and agencies.. To promote revenue enhancement, a 

central revenue authority known as Revenue Agencies Governing Board (RAGB) was 

established by Parliament to coordinate activities of all tax collection agencies. Regarding 

decentralization the planned transfer of 5% of total revenue to district assemblies and the 

completion and publication of results of the Decentralization Study did not take place by 

end 2001 as envisaged. 

 

1.3.5. Delivery of Basic Services. The outcome in this regard was satisfactory as the  

share of pro-poor budget allocations in respect  of  primary education, health care and 

rural infrastructure was 26.5% in 2001 (as a percentage of total expenditure) compared to 

the target figure of 21%. Gross primary school enrollment increased from 79% in 2000 to 

81.4% in 2001. 
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1.3.6. Cocoa Sector Reform. The liberalization of the cocoa sector was an important 

component of the structural reform agenda. Concrete measures taken in this regard did 

not only include the divestiture of the Produce Buying Company but also the increase in 

producer cocoa prices by 13%. 

 

 

1.4. Program Financing 

1.4.1. ERSO II  involved a two-tranche disbursement of the approved loan in the amount 

of UA39.0 million, which represented 18.6% of the total financing plan estimated at UA 

428.4 million.. The program was cofinanced by the World Bank (UA180.0 million) and 

the IMF (209.4 million). The first ADF disbursement was effected on 12 August 2001 in 

the amount of UA 23.4 million (60%) while the second tranche of UA 15.2 million (30%) 

was released on 30 June 2003 

 
2. PCR CONCLUSIONS AND PERFORMANCE RATINGS 

2.1. Principal Conclusions 

2.1.1. ERSO II was an essential successor program to ERSO I and greatly assisted in 

consolidating gains in macroeconomic and structural reforms in Ghana. It was also 

compatible with the Government’s medium term development strategy and with the 

Bank’s Country Strategy for Ghana. Program implementation experienced some delays 

and registered mixed performance, reflecting some weaknesses in commitment to 

reforms by the GOG and supervision deficiencies on the part of the Bank. Program 

results in terms of outputs and outcomes showed mixed performance. Macroeconomic 

performance was characterized by persistent imbalances caused mainly by the 

deterioration in the terms of trade. Both current account and fiscal deficits increased over 

planned targets. Positive factors included the benefits accruing to cocoa farmers 

following an increase of producer cocoa prices (at about 74% of fob price) despite the fall 

in the international price for cocoa. As a result about 800,000 coca farmers benefited 

directly while an estimated 5 million people benefited indirectly. The tax base was also 

broadened, thanks to improvements in revenue collection. Private sector development and 

public sector reforms confronted some bottlenecks, resulting in non achievement of most 

appraisal expectations. The commitment of the GOG to the investiture program was not 

as strong as was expected and the privatization drive lost much of its momentum. The 

process suffered due to low investor interest and vocal local opposition against divestiture 

of key state owned enterprises. Reforms in public expenditure management witnessed 

some progress, as the medium term expenditure framework (MTEF) was adopted across 

government ministries, departments and agencies as the instrument for multi-year pro-

poor priority spending allocations. This enhanced the transparency of the budget process. 

On the whole, although some progress was made in reducing poverty in cocoa, gold and 

timber producing areas, major structural reforms critical to unleash the country’s 

development potential have yet to be implemented. 

 

2.2. Performance Ratings 

2.2.1. The PCR assigned satisfactory ratings to the three major component indicators as 

follows: implementation performance (2.0); performance of the Bank (2.5) and Program 

results or outputs and outcomes (2.45). These assessment ratings are depicted in Annex 1. 
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3. LESSONS LEARNED  

3.1. The PCR has correctly identified some useful lessons from the Bank’s experience in 

implementing ERSO II, emphasizing i) the need for adequate consensus building for 

intended privatization of strategic public enterprises in quick disbursing policy-based 

lending; that conditionalities should be focused and well crafted to remove any 

uncertainties to ensure their timely fulfillment and iii)  that even after  conditionalities 

have been fulfilled, there should be continuous monitoring and follow-up to ensure that 

they remain genuinely effective. 

 
4. BORROWER’S PCR AND INPUTS TO BANK STAFF PCR 

4.1. It is not indicated whether the borrower prepared a completion report on the 

program. 

 
5. PCR QUALITY RATINGS 

5.1 The PCR was generally of high quality as reflected by the  assigned average rating of 

3.5. All sections of the report are judged to have attained the assessment benchmarks 

defined under each section of the rating format as presented in Annex 2. 

 
 

PRIORITY TASK RECOMMENDATION 

6.1. A PPER is not necessary since the PCR seems credible in its conclusions concerning 

program performance and ratings are, on the whole, consistent with the outputs and 

outcomes generated by the program as analyzed in the PCR. As one of the few countries 

with a track record in implementing a series of economic and structural adjustment 

reforms, this PBL operation constitutes an appropriate subject of study on the Bank 

Group’s experience in policy based-lending 
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                                                                                                                                                                           ANNEX 1 

ASSESSMENT OF IMPLEMENTATION AND BANK PERFORMANCE AND PROJECT RESULTS/OUTCOMES 

 

GHANA: SECOND ECONOMIC REHABILITATION AND SUPPORT LOAN 

 Component Indicator PCR 

Rating 

(1-4) 

Evaluation 

Rating 
Comments 

1. IMPLEMENTATION PERFORMANCE ASSESSMENT 

i) Adherence to implementation 

schedule 

2.0 2.0 Validated 

ii) Adherence to cost schedule NA NA  

iii) Compliance with covenants and 

conditions 

2.0 2.0 Validated 

1v) Adequacy of  monitoring 

evaluation and reporting 

2.0 2.0 Validated 

v)  Satisfactory operations NA NA  

 Total Scores 6.0 6.0  

 Average Rating 2.0 2.0 Satisfactory 

  

 PERFORMANCE OF THE BANK 

 Component Indicator    

i) Identification 3.0 3.0 Validated 

ii) Preparation 3.0 3.0 Validated 

iii) Appraisal 2..0 2.0 Validated 

iv) Supervision 2.0 3.0 validated 

 Total Scores 10.0 10.0  

 Average Rating 2.5 2.5  

     

 PROJECT RESULTS/OUTPUTS AND OUTCOMES 

 Component Indicator Rating 

(1-4) 
 Comments 

1. Relevance and achievement of 

objectives 
   

i) Macro-economic policy 3.0 3.0 Validated 

ii) Sector policy    

iii) Fiscal Policy    

iv) Financial aspect    

v) Poverty reduction, social 

impact and gender 

2.0 2.0 Validated 

vi) Environment NA NA  

vii) Private sector development 3.0 3.0 Validated 

 Other-Good Governance 2.5 2.5 Validated 

 Total Scores 10.5 10.5  

 Average Rating 2.62 2.62  

     

2. Institutional Development    

i) Institutional framework 

including restructuring 

2.0 2.0 Validated 

ii) Financial and integrated 

systems of management 

including audit systems 

2.5 2.5 Validated 

iii) Transfer of Technology NA NA  

iv) Staffing by qualified/skilled NA NA  
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                                                                                                                                                                           ANNEX 1 

ASSESSMENT OF IMPLEMENTATION AND BANK PERFORMANCE AND PROJECT RESULTS/OUTCOMES 

 

GHANA: SECOND ECONOMIC REHABILITATION AND SUPPORT LOAN 

 Component Indicator PCR 

Rating 

(1-4) 

Evaluation 

Rating 
Comments 

personnel (including turnover), 

training and counterpart staff. 

 Other-Monitoring evaluation 

system 

1.5 1.5 Validated as “other” 

 Other-Good governance 3.0 3.0 Validated as “other” 

 Total Scores 9.0 9.0  

 Average Rating 2.25 2.25  

     

3. Sustainability    

i) Continued commitment of 

borrower 

3.0 3.0 Validated 

ii) Environmental policy 3.0 3.0 Validated 

iii) Institutional framework 1.5 1.5 Validated 

iv) Technical viability and staffing NA NA  

v) Financial viability ( including 

cost-recovery) 

NA NA  

vi) Economic viability NA NA  

vii) Environmental viability NA NA  

viii) O & M facilitation (foreign 

exchange and recurrent cost 

financing availability,etc) 

NA NA  

 Total Scores 7.5 7.5  

 Average Rating 2.5 2.5  

     

4.  Economic rate of return NA NA  

 OVERALL RATING 2.45 2.45  
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                                                                                                                                        ANNEX 2 
PCR QUALITY ASSESSMENT AND RATING 

Basic Data Sheet 

Project Loan/ Grant # 2100150000351 

Title Ghana; Second Economic Rehabilitation and Support Loan 

Borrower Government of Ghana 

Guarantor  

Beneficiary Government of Ghana/ Countrywide  

Executing Agency Ministry of Finance  

   

PCR CHAPTER RATING 

(4-Point 

scale) 

REMARKS 

1

.  

Adequacy of analysis of project goals, 

objectives and formulation including the 

verifiable  indicators, consistency with 

appraisal and subsequent revisions 

3.5 A well designed and completed Logframe Matrix 

used was reflected in the quality of analysis under 

this rubric. This is one of the few reports in which 

the Policy Matrix shows a satisfactory understanding 

of Logframe contents. 

2

.  

Adequacy of analysis of project execution 

including procurement issues, 

disbursements, borrower’s reporting and 

assessment of monitoring and evaluation 

achievements 

3.5 Analysis of implementation and related issues is 

generally of high professional quality. 

3 Soundness of judgment on project 

performance and results including 

operating results, economic and financial 

and related conditions/covenants and their 

fulfillment, institutional, performance of 

consultants, contractors, suppliers and other 

parties.  

3.5 The various aspects  indicated here were adequately 

analyzed, to the extent of data available. 

4

. 

Adequacy of analysis of social and 

environmental impacts 

3.5 The section of the report on socioeconomic impact is 

well written, reflecting the quality of a well 

conceived Logframe. 

5

. 

Soundness of judgment on project 

sustainability, plans  for future project 

operations’ phase and maintenance 

3.5 Sustainability issues have been adequately identified 

and documented in the PCR. 

6

. 

Soundness of judgment on performance of 

the Bank, borrower and co-financiers. 

3.5 A frank analysis was made in the report of the role of 

these various partners in program implementation. 

7

.  

Consistency of overall rating with 

individual rating components. 

3.5 No assessment  and rating disconnects were 

identified in the PCR and assessments are consistent 

with actual program outputs and outcomes. 

8

. 

Adequacy of analysis and clarity of 

conclusions, lessons learned and 

recommendations 

3.5 Conclusions and lessons derived from analysis of the 

various sections of the report were succinctly 

presented in the PCR. 

 TOTAL SCORES 28.0  

 OVERALL RATING 3.5 Satisfactory 

  

 OPEV and Country Department Agree/Disagree on Project Performance Rating: 

 

 

 Borrower’s PCR and Inputs to Bank and Bank Staff PCR: There is no indication whether the borrower 

submitted a completion report following  program completion. 

  

 Conclusion: The program was well conceived and fitted the framework of priorities of the borrowing member 

country and the Bank’s country strategy. Although performance was mixed as regards the implementation of 
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various components of the program, the overall assessment is one of satisfactory outcomes in terms of 

macroeconomic performance, public expenditure management, public enterprise reform, public service delivery 

and cocoa sector reform. 

  

 Priority of Project for Performance Evaluation Report, Impact Evaluation, Country/Sector Reviews or 

Thematic Evaluation Studies: A PPER is not necessary since the PCR seems credible in its conclusions 

concerning program performance and  ratings are, on the whole, consistent with the outputs and outcomes 

generated by the program as analyzed in the PCR. As one of the few countries with a track record  in 

implementing a series of economic and structural adjustment reforms, this PBL operation constitutes an 

appropriate subject of study on the Bank Group’s experience in policy based-lending. 

  

 Major Issues of Focus in the Performance Evaluation Report: While PPER is not recommended, the 

importance of this operation as a case study on Bank Group Experience in Policy-based Lending cannot be 

overemphasized. 

  

 Follow-Up Action/Decision: Since the program implementation was completed in 2003, there is  no current 

issue on which immediate follow-up action may be needed. 

 

 

 

 

 

 

 

 

 


