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BASIC PROGRAM DATA 
 

1. Loan Number  : 2100150000351 
2. Borrower   : Government of Ghana 
3. Guarantor   : Non-Applicable 
4. Beneficiary  : Government of Ghana/Country Wide 
5. Executing Agency : Ministry of Finance 
 
A. LOAN    APPRAISAL   ACTUAL 
       ESTIMATE 
1. ADF Loan (UA million):               39.0                  38.6  
2. Interest Rate: Service charge of 0.75 p.a. on amounts disbursed & outstanding 
3. Repayment Rate: 50 years 
4. Grace Period: 10 years 
5. Loan Negotiation Date  n.a.        15 September 2001 
6. Loan Approval Date  March 2001            29 March 2001  
7. Loan Signature Date  n.a        23 May 2001 
8. Date of Entry into force  June 2001        7 July 2001 
 
B. PROGRAM DATA  APPRAISAL   ACTUAL 
      ESTIMATE 
   
1. ADF Loan Amount (UA Million) 39.0   39.0 
 
2. Financing Plan  
 ADF    UA  39.0 million  UA 39.0 million 
 IMF    US$ 209.4 million  US$ 209.4 million 
 World Bank (ERRC III) US$ 180.0 million  US$ 180.0 million 
  
3. First Disbursement Date  August 2001  12 August 2001 
4. Last Disbursement Date  July 2001  30 July 2003 
5. Start of Program    August 2001  12 August  2001 
6. Date of Completion  June 2003  30 June 2003 
 
 
C. PERFORMANCE INDICATORS 
 
1. Cost Overrun/Under-run   N/A 
 
2.  Time Overrun/Under-run  None overall  
 Slippage on Effectiveness  1 month (9% of programmed completion date) 
 Slippage of Completion Date  Zero  
 Slippage of Last Disbursement Zero 
 Number of extensions of last disbursement Completion Date: None 

 Program Implementation Status: Fully disbursed and committed.  
 Audit Report was submitted in March 2004 
 

3. Institutional Performance: Unsatisfactory  Fair     Satisfactory  
ADF         X 
Government      X 

 Other Co-financiers       X 
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D. MISSIONS  
    No. of Persons Composition   Man-Days 
 Identification 1   Economist              N/A 
 Preparation N/A   N/A                          N/A 
 Appraisal  2      Economist    15  
 Follow-Up N/A   N/A               N/A 
 Supervision 2   Economist   10  
 PCR  1   Economist    5  
 
 
E. DISBURSEMENT  
     APPRAISAL  ACTUAL PERCENTAGE 
     ESTIMATE    DISBURSED 
 Total Disbursed (ADF) UA 38.6 million 0.4 million  99%   
 Amount Cancelled None   0.4 million    1% 
 Un-disbursed Balance Zero   Zero  Zero 
  
             Yearly Disbursement 
 Release 1st. Tranche:  planned June 2001 -  UA 23.4 m.  Actual: 12/08/01 
 Release 2nd. Tranche: planned January 2003 - UA 15.2 m.  Actual     30/06/03 
 
 
F. CONTRACTORS/SUPPLIERS  Not Applicable 
 
 
G. CONSULTANT     Not Applicable 
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EXECUTIVE SUMMARY 
 
1. The objective of the Second Economic Reform Support Operation (ERSO II) was to 
provide balance of payments support contingent upon a satisfactory macroeconomic 
framework and the implementation of key structural reforms in the cocoa, banking, and 
energy sectors. ERSO II was a two-tranche loan of UA 39.0 million loan. ERSO II followed 
the first ERSO, another two-tranche operation of UA 13.6 million approved by the Bank in 
November 1998, which successfully bridged the transition between a period of policy 
slippage and the resumption of reforms, and laid the foundation for a renewed 
macroeconomic stabilization and reform effort. The ADF loan was approved in March 2001 
and became effective in July 2001. The first tranche amounting to UA 23.4 million (60 
percent of the total) was disbursed in August 2001 and the second and final tranche of UA 
15.2 million was disbursed in June 2003 
 
2. ERSO II was designed to consolidate gains in restoring macroeconomic stability, 
thereby creating the basis for sustained, broad-based, private sector-led economic growth. 
The loan’s proceeds were to help cover Ghana’s external financing requirements in the 
context of a vulnerable external position and low level of reserves. In addition, by providing 
counterpart funds for the budget, the loan would help reduce the government’s net domestic 
financing and domestic debt burden by limiting increases in the stock of debt, thereby 
facilitating a decline in real interest rates. 

 
3. The purpose of the loan was to support the Government’s economic reform program 
through the provision of quick-disbursing balance of payments assistance. The program 
aimed at; (i) restoring macroeconomic stability, (ii) improving the functioning of the public 
sector (iii) promoting a decentralization policy in favour of the district level; (iv) promoting 
private sector development through a vast program of divestiture and the removal of 
structural impediments and (v) reducing poverty.  
  
4. In terms of design, the program was broad-based and the objectives were clearly set 
out and called for actions by the authorities on the most pressing problems faced by the 
country. In that sense, it was germane to the country and well adapted to its particular needs. 
The fiscal situation was an important area that required the most urgent attention, given the 
large fiscal imbalances at the time of approval.  
 
5. The divestiture of state-owned enterprises was also an important element in the 
program supported by the loan, along with reforms in the cocoa and energy sectors, aimed at 
promoting the development of the private sector. In emphasizing a strong action on 
divestiture, ERSO II provided a catalyst to the development of the domestic private sector in 
Ghana. In general, there was less willingness to divest certain public enterprises considered 
strategic to the Ghanaian economy. And this was seen in the delays encountered in 
implementing the divestiture program. Parliament has shown interest in the divestiture 
process and tends to demand greater transparency in the sale of key state-owned enterprises, 
and in some cases has been vocal in opposing the privatization of what are considered 
strategic enterprises. 
 
6. The fulfillment of the second tranche conditions was partly satisfactory. At the time of 
the Mid-Term Review in June 2002, all of the conditions for second tranche release were 
fulfilled except those relating to the divestiture of Tema Oil Refinery (TOR) and Ghana Oil 
Company (GOIL). In the case of TOR, government requested and was granted a waiver. The 
Government also requested and was allowed to substitute the sale of GOIL with the sale of 
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another state-owned enterprise, the State Trading Corporation. The same requests were made 
to the World Bank and the IMF who also granted the requests. 
 
7 Overall, the outcome of the program was mixed to the extent that most of the 
structural measures were implemented but large imbalances persisted as the country faced an 
important deterioration in its terms of trade. In 1999, the public sector deficit increased to 8.2 
percent of GDP compared to an expected 4 percent in the program, while the current account 
deficit jumped to 10.6 percent of GDP compared to the 6.6 percent expected. Still, the 
program made a positive contribution to the Ghanaian economy. Cocoa farmers were able to 
obtain more (about 74 percent of the fob price) for their crop, the tax base was broadened, 
while tax administration improved. The divestiture program also signaled a stronger 
commitment of the Government to foster the role of the private sector, while the 
implementation of the MTEF made the budget process more transparent and focused on the 
development needs of the country. And finally, the program initiated the process of 
modernizing the public sector.  
 
8. The PCR draws three lessons:  
 
(i) First, in the design and implementation of the program, more attention should be given to 
fostering consensus-building, which would enhance commitment across different social 
sectors. The program was delayed by the failure to fulfill the conditions related to the 
divestiture of Ghana Oil Company (GOIL) and Tema Oil Refinery (TOR). This suggests that 
the privatization of large enterprises that are also considered strategic by social partners, such 
as Parliament and civil society groups or other actions that require political decisions should 
not be included in a quick-disbursing loan such as the present ERSO II. This is because the 
course and implementation of such actions are difficult to be predetermined. Also, such 
actions generally take longer because of the need to build political consensus.  
 
(ii) Second, The setting of conditions should ensure the implementation of those measures 
that make a difference to an economy and therefore they must be well crafted and their 
purpose be clear. They should also be based on those actions on which a broad consensus 
could be built around and they should be such that they can be fulfilled within the time frame 
of the program. A successful program is one that brings about meaningful changes to an 
economy. 
  
(iii) For timely fulfillment of conditions and disbursement of the loan there is need to make 
additional efforts to ensure that the country submits regular progress reports in order that the 
program moves in the right direction. The Borrower’s supervision of the program was 
inadequate and progress reports were not submitted to the Bank, even after reminders were 
sent to the authorities 
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GHANA – ERSO II 
LOGICAL FRAMEWORK MATRIX 

OBJECTIVELY VERIFIABLE INDICATORS (OVI) HIERARCHY OF 
OBJECTIVES Estimated Actual 

MEANS OF 
VERIFICATION (MOV) 

ASSUMPTIONS/ 
RISKS 

Overall objective: 
Achieve sustained economic 
growth and reduce poverty  
 

- Real GDP growth rate of  about 4.0% 
in 2000 and 4.5% in 2001 
 
Inflation rate of 8% by 2002 
 
 
Increase budget expenditure on basic 
education and primary healthcare in 
2000 and 2001 

 3.7%  in 2000 and 4.2% in 2001 
 
 
4.5% en 2002 
 
 
22.0 % in 2000 to 29.0% in 2001 

- National accounts and PIU 
reports 
    
National budget  
 
 
National budget 

No external or internal negative 
shocks 
 
Government commitment to current 
economic reform programme 
 
Donor support 

Objectives of ERSO II: 
Restore macroeconomic 
stability  
 
 
 
 
 
 
 
 
 
 
Reduce Poverty levels  
 
 
 
 
 
Promote private sector 
 
 
 
Structural reforms 
 

Overall budget deficit of 7.2% in 2001 
and 6.3% in 2002  
 
Domestic primary budget balance of 
4.0% in 2001 and 4.5% in 2002  
 
External current account deficit of an 
annual average of 6 percent for 2001-
2002 
 
Gross international reserves equivalent 
to 2.4 months in 2001 
 
Increase budgetary allocation for 
services consumed by the poor-basic 
education, primary health care, and rural 
infrastructure to 21.2% of total 
expenditure in 2001 
 
Raise level of private sector investment 
at 12% of GDP and public investment to 
14% of GDP in 2001. 
 
Increase farmers’ share of  fob cocoa 
price 

9.0% in 2001 to 4.3% in 2002 
 
 
5.0% in 2001 to 4.1 in 2002 
 
 
5.3 % on average for 2001-2002 
 
 
 
3.1 months in 2001 
 
 
26.5 % in 2001 
 
 
 
 
 
10.5%  for private investment and 
13.8% in 2001 for public 
investment in 2001 
 
Increase by 33% 
 

National accounts 
 
 
 
 
 
Bank of Ghana Quarterly 
Economic Bulletin 
 
 
 
 
 
World Bank 2001 Poverty 
Assessment updates 
 
 
 
 
DIC Reports 
 
 
 
Government’s statement 
 

No external or internal negative 
shocks  
 
 
 
 
Government commitment to current 
economic reform program 
 
 
 
 
 
 
 
 
 
 
 
Divestiture of State Law is amended 
 
 
 
Cocoa prices do not continue to 
decline 
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OBJECTIVELY VERIFIABLE INDICATORS (OVI) HIERARCHY OF 
OBJECTIVES Estimated Actual 

MEANS OF 
VERIFICATION (MOV) 

ASSUMPTIONS/ 
RISKS 

 
 
 
 
 
 
Initiate Decentralization and 
Good governance initiative 

Divestiture: Sale of Electricity Company 
of Ghana, remaining shares of Ghana 
Telecom and Ghana Commercial Bank; 
concession of Ghana Railways 
 
 
Transfer of 5% of total revenue to 
District Assemblies 
 
Complete and publish results of 
Decentralization study by end of 2001 
 
Complete the Anti-Corruption Survey 
 

Unmet target, waiver requested 
and accorded prior to disbursement 
of second tranche 
 
 
 
Unmet 

 
DIC  Reports 
 
 
 
 
National budget 
 
 
Publication of 
decentralization study 
 
Publication of anti-corruption 
survey results 
  

 
No major opposition to 
implementing the divestiture 
program in new Parliament 
 
 
 
 
 
 
 
 
 
 
 
 
 

Outputs 
Declining inflation rate 
 
Improve Public Sector 
Performance 
 
 
Private sector development and 
privatization 
 
Improved Income earning 
opportunities and social services 
for the poor.   

 
Inflation at 17% in 2001 and 5% in 2002 
 
Full implementation of VAT 
Complete pilot reform of 10 subvented 
agencies on Government by end of 2001. 
 
Number of large public enterprises 
divested 
 
Share of basic education and health 
expenditures as a percentage of overall 
budget expenditures to increase to 21.2% 
of total expenditure in 2001 
 
Increase in gross primary school 
enrolment ratio 

 
21.3 % en 2001 and 15.2 % en 
2002 
 
Unmet 
 
 
Slow start of the process 
 
 
26.1% in 2001 
 
 
 
 
Increase from 79.0% in 2000 to 
81.4% in 2001 
 
 
 

Bank of Ghana Quarterly 
Economic Bulletin 
 
National Accounts 
 
 
 
DIC Reports, National 
Accounts and World Bank 
Reports 
 
National Budget 
 
 
 
Ministry of Education Report 

GoG will cut expenditures as 
percentage of GDP 
 
Public sector reform is kept on track 
 
 
 
Private Investor’s expectations 
improve and private investment 
increase  
 
Creation of income earning 
opportunities and implementation of 
human resource development 
policies in the PFP 
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OBJECTIVELY VERIFIABLE INDICATORS (OVI) HIERARCHY OF 
OBJECTIVES Estimated Actual 

MEANS OF 
VERIFICATION (MOV) 

ASSUMPTIONS/ 
RISKS 

 
Program activities 
 
Control expenditures to reduce 
overall budgetary deficits 
 
 
 
Improve development impact of 
revenue collection 
 
Reduce the number and cost and 
reform the remaining subvented 
agencies 
 
Enforce public utilities 
regulatory commission (PURC) 
Act and Increase Electricity and 
Water tariffs 
 
Complete divestiture program 
before 2001 
 
Deepen cocoa sector 
liberalization 
 

 
 
Overall expenditure/GDP ratio of 31.5% 
in 2001 and 30% in 2002. 
Overall fiscal deficit GDP ratio of 7.2% 
in 2001 and 6.35 in 2002  
 
Central revenue unit established and 
operating 
 
Reform of the remaining 150 subvented 
agencies (SAs) initiated and at least five 
closed 
 
PURC established and operating 
  
 
 
 
Divest small enterprises through clear 
procedures 
 
Increase farmers’ share of cocoa export 
fob price to 60% by 2000 

 
 
From 32.7 in 2001 to 26.1% in 
2002 
From 7.7 % in 2001 to 5.0 % in 
2002 
 
Met 
 
 
Slow start of the process 
 
 
 
Created in 2002 
Unmet 
 
 
 
Slow start 
 
 
70% in 2002 
 
 

 
National Accounts 
 
 
 
 
National accounts 
 
 
NIRP AND World Bank 
Reports 
 
 
PURC Reports 
 
 
 
 
DIC Reports 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Intensify public information program 
on divestiture 
 
GoG maintains policy to continue 
increasing farmers’ share of f.ob. 
price yearly 



 

 

1. INTRODUCTION 
 
1.1 The Second Economic Rehabilitation operation (ERSO II) was a follow up operation to the 
first ERSO which marked the full resumption of Ghana’s adjustment program. Beginning in 1983 
under its Economic Recovery Program (ERP), the Government had successfully implemented a 
series of macroeconomic and structural reforms which reversed the country’s profound economic 
decline since independence. This adjustment effort suffered significant setbacks between 1992 and 
1997. In the run up to both the 1992 and 1996 elections, sharply higher overspending caused fiscal 
imbalances and higher inflation. Increased reliance on treasury bills to finance large deficits and 
absorb domestic liquidity led to a rapid increase in domestic debt, high real interest rates, and a 
sharp increase in domestic debt servicing obligations. In addition, the pace of structural reform 
slowed and key structural reforms were reversed in response to political pressure. 
 
1.2 The loan was co-financed with the World Bank under its ERSO III credit. The World 
Bank’s loan amount was US$110 million and it was disbursed in a single tranche in August 2001. 
At the same time Ghana was implementing the IMF’s Poverty Reduction and Growth Facility 
(PRGF) program, which was deemed to be on-track after the completion of the second review in 
August 2000 and the third review in June 2001. The fourth review, completed in February 2002 
also concluded that the implementation of the PRGF program was still on track. In July 2001 the 
Bank disbursed the first tranche of the ERSO II loan for an amount of UA 23.4 million, or 60 
percent of total amount approved.  
 
1.3 The disbursement of the second tranche of the Bank’s ERSO II loan was conditioned by 
the fulfillment of a set of six conditions. However, while four of these conditions were easily 
fulfilled, the Government of Ghana did experience delays in fulfilling two conditions which 
concerned (i) the appointment of a transactions advisor for the divestiture of Electricity Company 
of Ghana (ECG), and, (ii) the appointment of a transactions advisor for the concession of Ghana 
Railways. These delays were mainly due the fact that the Government decided to undertake a 
forensic audit of the whole divestiture process, as part of its anti-corruption drive.  
 
2. PROGRAM OBJECTIVES AND FORMULATION 
 
2.1     The loan was designed as a two-tranche, economic reform support operation and was 
intended to provide balance of payment support and to be disbursed against public or private 
imports, excluding those on a negative list. 
 
2.2 The main components of the program were: 

 
i) Restoring Macroeconomic Stability: This was intended to create an enabling 

environment for private sector-led growth. The objective involved expenditure restraint, 
non-inflationary borrowing and revenue enhancement, in order to improve budget balance 
as a percentage of GDP. 

 
ii) Public Enterprise Reform: The public enterprise reform involved expanding the 

divestiture list to include large enterprises, while improving the transparency of the 
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privatisation process. The existing legal framework be improved to enhance the 
effectiveness of Divestiture Implementation Committee (DIC). 

 
iii) Promotion of the Private Sector: Under the economic reform program, the government 

was committed to liberalize the cocoa sub-sector and reform the energy sector in order to 
improve efficiency and eliminate the existing fiscal burden. 

 
iv) Governance Reform: The government was committed to initiating a series of reforms to 

make the public sector more efficient and responsive to the development challenges facing 
Ghana. These pertain to: Public expenditure Management, National Institutional Renewal 
program, reforming the Central Management Agencies (CMAs), and reforming the 
Subvented Agencies (SAs). 

 
3. PROGRAM EXECUTION 
 
3.1   Conditions for the Release of the First Tranche 
 

3.1.1  At the time of the preparation of the appraisal report, many reforms had been undertaken. 
The Appraisal Report therefore, included only two conditions for the release of the first tranche, 
namely:  

 

(i) the opening of a special account for the ADF loan at the Bank of Ghana; and, 
(ii)  the establishment of an Inter-ministerial Committee to co-ordinate the 

implementation of the program.  
3.1.2  These conditions were fulfilled after the signing of the loan agreement and disbursement of 
the first trance was made in January 1999. 

 
3.2  Conditions for the Release of the Second Tranche 
 
The conditions for the release of the second tranche were that the Government should: 
 

(i) Satisfy the ADF that significant progress has been made in implementing the 
macroeconomic reform program; 

(ii) Provide documentary evidence that the Government has raised producers' share in 
f.o.b. cocoa price for the 1989/99 crop year to at least 56 percent; 

(iii) Provide proof that the Produce Buying Company (PBC) has been offered for sale; 
(iv) Provide documentary evidence that Tema Oil Refinery and Ghana Oil Company 

have been offered for sale; 
(v) Provide proof that the Budget Guidelines for the 1999 budget preparation, which 

includes indicative ceilings for all sectors and instructions to prepare the budget use 
the Medium-Term Expenditure Framework (MTF) have been issued; and, 

(vi) Provide proof that Central revenue Authority has been established. 
 
3.2.1 The Mid-term Review Mission undertaken in March 2000 reviewed the conditions for the 
release of the second tranche and made the following observations: 
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i. Satisfactory Progress in Implementation of the macroeconomic reform: The 

Government's Medium Term Program was designed to achieve a stable macroeconomic 
environment by 2000. Under this program, inflation would fall from the December, 1998 
level of 15.7 percent to about 13 percent in 1999, while GDP would increase by 5.5 
percent in 1999. Although significant progress has been achieved in the macroeconomic 
environment, most of the major economic indicators declined in 1999. Real GDP 
increased by 4.4 percent compared with 4.7 percent in 1998 and a set target of 5.5 percent. 
Overall fiscal balance also slightly worsened from 6.3 percent of GDP to 6.5 percent in 
1999 against an objective of 4.0 percent of GDP. Failure to meet the program targets was 
mostly due to the fall in the international prices of cocoa and gold and a considerable rise 
in prices of petroleum products.  

 
ii.      Increase Producers' Share of FOB Cocoa Price. Despite the fall in cocoa prices in 1999, 

cocoa sector reforms are on track. The producer’s share of the fob price was increased to 65 
percent during the 1999-2000 crop season and 67 percent for the 2000-01 crop, Thus, this 
condition has been satisfactorily fulfilled. 

 
iii. Offer the Produce Buying Company (PBC) for sale: The process of the divestiture of 

PBC was completed in December 1999 when government offered to the public 834 million 
shares representing 25 percent of total capitalization. Government retained 20 percent, with 
the remainder allocated to the Social Security and National Insurance Trust (SSNIT), the 
farmers and PBC employees. However, due to low public subscription, a consortium led 
by SSNIT ended up with a 51 percent stake. In May 2000, PBC became the 23rd firm to be 
listed on the Ghana Stock Exchange (GSE), and is currently the third largest after Ashanti 
Goldfields and Standard Chartered Bank. This condition has thus been satisfactorily 
fulfilled.  

 
iv. Offer for Sale of Tema Oil Refinery (TOR) and Ghana Oil Company (GOIL): This 

condition was not fulfilled. With regard to the Tema Oil Refinery (TOR), the sale became 
complicated following the financial restructuring of the company by Samsung Corporation 
who had been selected to undertake the restructuring exercise. Under the agreement, 
Samsung was given the right of first refusal to acquire shares in the event of a sale. Since 
the Government has not yet repaid the loan to Samsung, the company cannot be offered for 
sale. The government subsequently requested and was granted a waiver of this condition 
by ADF, the IMF and the World Bank.  
   

v. Issue Budget Guidelines for Preparation of the 1999 and 2000 Budgets according to 
the Medium Term Expenditure Framework (MTEF) Program: The MTEF which is 
expected to lead to an increase and improvements in the delivery of social services to the 
poor for the period 2000-2002, is on course. The MTEF was adopted by the government in 
1998 as its approach to budget preparation. The framework entails a three-year rolling 
budget based on strategic plans of individual Ministries, Departments and Agencies 
(MDAs) as against the annual budget of the past. The 1999 and 2000 budgets were 
formulated according to the MTEF. The fulfillment of this condition is therefore on track. 
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vi. Establishment of a Central Revenue Authority: In December 1998, Parliament passed 
an act establishing the Revenue Agencies Governing Board (RAGB), which co-ordinates 
the activities of all tax collecting agencies, including the Internal Revenue Services (IRS), 
Custom, Excise and Preventive Services (CEPS), National Revenue Services (NRS), and 
the VAT Services. The purpose was to remove duplication of activities and improve the 
efficiency of tax collection. The RAGB is responsible for administering the Tax 
Identification Number (TIN) system, monitoring the collection and audit activities of the 
revenue agencies, and designing and implementing uniform personnel, legal, and 
administrative practices. At the end of September 2000, 34,594 traders who had then 
applied for registration under VAT had been issued with their TINs. This condition has, 
therefore also been met. 

 
3.3    Privatization of Ghana Oil Company (GOIL) 
 
 The release of the second tranche of the Economic Reform Support Operation (ERSO) 
loan was also contingent on the government of Ghana offering for sale the Ghana Oil Company 
(GOIL). The same condition was adopted under the IMF funded program. Although the 
government had initially made progress in fulfilling this condition by offering the company to 
TOTAL in the first instance, the deal, however, fell through once it was announced that TOTAL 
and another oil company, Elf were to merge. Together with GOIL, this would have given the new 
company more than 60 percent of the market share. Government then decided to divest GOIL 
instead, by listing it on the Ghana Stock Exchange (GSE), and the Bank was informed of this 
decision. It was later realized that the process of selling the company through the GSE would take 
some time and would delay the benefits and impact of the ERSO. The Government has, therefore, 
written to the Bank requesting a swap in the loan conditions regarding the sale of GOIL, with the 
sale of the State Transport Company (STC). Though not initially a loan condition, the STC was a 
strategic state-owned enterprise whose magnitude of importance to the Ghanaian economy is 
similar to that of GOIL. The Government made a similar request to the IMF who had also 
included the sale of GOIL in their loan conditions. The IMF agreed to swap the privatization of 
GOIL with that of STC as fulfilling the loan conditions on divestiture and has since then 
disbursed. 
 
3.4 The disbursement of the second tranche has, however, been delayed by difficulties the 
Government has faced in selling off TOR and GOIL. The World Bank and the IMF have fully 
disbursed their entire loans. 
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4. PROGRAM PERFORMANCE AND RESULTS 
 
4.1    The loan was co-financed with the World Bank. At the same time the IMF approved Ghana's 
second annual arrangement under ESAF. The Bank disbursed the first tranche, which amounted to 
UA 9.638 million in January 1999. There have, however, been delays in disbursing the second and 
final tranche of the ERSO loan. While most of the components under this program have been 
fulfilled, the government has had difficulties fulfilling one of the divestiture conditions requiring 
that it offers for sale Tema Oil Refinery and Ghana Oil Company. In August 2000, the 
Government requested from the Bank a waiver of the condition requiring it to sell the Tema Oil 
Refinery (TOR). The Board granted this request on a lapse-of-time basis in November 2000. It 
later on also transpired that the Government was also facing delays in divesting GOIL and has 
since requested the Bank to replace the sale of GOIL with the sale of another strategic state-owned 
company, namely, the State Transport Company (STC).  
 
4.2   Restoring Macroeconomic Stability: The implementation of stabilization measures was 
successful. In 2001, real GDP growth recorded a 4.4 percent increase compared with 3.7 percent 
in 2000, and the rate of inflation fell from 40.9 percent in January 2001 to 21.3 percent by end of 
December of the same year. Government also made progress in meeting important fiscal targets as 
a result of expenditure monitoring and commitment controls as well as revenue mobilization 
efforts introduced at the beginning of the year.  The fiscal deficit fell to 4.4 percent of GDP, the 
primary balance improved to 4.7 percent of GDP, against the programmed 2.3 percent of GDP. 
Also through prudent policies, extra revenue generation, as well as resources from Ghana’s 
development partners, including the country’s decision to avail itself of HIPC resources, the 
Government was able to close the budget financing gap of Cedis 2.6 trillion announced in the 
preliminary Budget in March 2001. In February 2002, Ghana reached its Decision Point under 
HIPC and it stands to receive debt relief amounting to US$249 million or 4 percent of GDP in 
2002. 
 
4.3   Promotion of the private sector; It should be noted that both the World Bank and the IMF 
programs contained the condition requiring the Government to provide proof that TOR and GOIL 
have been offered for sale. Once it was realized that the privatization of GOIL would take longer 
than expected, the government sought and was granted a swap of conditions by the IMF and the 
World Bank. The granting of the swap by the Bank facilitated disbursement of the remaining loan 
amount of UA3.962 million. 
 
4.4   Public enterprise reform: The expected privatization of major state enterprises, namely, 
Ghana Telecom, Tema Oil Refinery and Ghana Commercial Bank did not materialize. The main 
difficulties related to low investor interest, delays in outsourcing companies for divestiture, and 
problems relating to land titles and outstanding liabilities. There were also questions relating to the 
transparency of the divestiture process. The new Government decided to re-launch the divestiture 
process by appointing a new governing board for the Divestiture Implementation Committee, the 
institution responsible for implementing the privatization program in the country. The new 
Government also undertook an extensive forensic audit into the quality of the divestiture process, 
which also served to further delay the process. The Government has also indicated plans to divest 
its shares in, among others, Ghana Telecom, Coca Cola, Guinness Ghana Limited, Westel, Ghana 
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Consolidated Diamonds, and Tema Steel Company. Offers for sale have been issued for Ghana 
Commercial Bank’s remaining shares and the National Investment Bank.  
 
4.5   Progress in Implementing the Governance Program: Ghana has made significant progress 
in consolidating democracy and in restructuring its economy to be more efficient and 
internationally competitive. The new Government, elected in December 2000, has put the issue of 
good governance at the centre of its vision for Ghana, and has pledged to cut waste and corruption 
from public life, and promised “zero tolerance” of corruption. It has further announced its 
intentions to encourage growth by fostering an atmosphere of freedom and the rule of law, and 
promoting private sector development. At the same time, the new Government identified the fight 
against poverty as central to its development strategy for Ghana.  
 
5. SOCIAL AND ENVIRONMENTAL SUSTAINABILITY 
 
5.1  Ghana has made progress in reducing poverty and improving social indicators, especially 
in Accra and in the cocoa, gold and timber producing areas. The program sought to protect those 
expenditures considered important to the poor while increasing the allocation of resources to 
social services. At the same time the reforms in the cocoa sector benefited an estimated 5 million 
thought to be in one way or the other dependent on cocoa. The increase in the proportion of the 
farmers' share of the f.o.b cocoa price has improved the income and social conditions of cocoa 
farmers, estimated to number 800,000. By supporting the country's divestiture program, ERSO II 
indirectly helped the poor by improving employment prospects and contributing to the revenue of 
government.  
 
5.2 In developing the IPRSP, the government had ensured that environmental issues were fully 
integrated into the design of the program. By giving priority to poverty reduction strategies with 
particular focus on strengthening agricultural development, especially in the cocoa sector, the 
program helped break the poverty/environmental degradation relationship.  
 
6. PROGRAM SUSTAINABILITY 
 
6.1 The sustainability of reforms implemented during ERSO II is rated unlikely because 
insufficient progress in creating a sound macroeconomic environment and lack of progress in 
tackling needed reforms in the energy and banking sectors continued to hamper the country’s 
prospects to make sustainable progress on growth and poverty reduction.  The approval of GPRS 
and stronger reforms efforts thereafter have created renewed hope that the Government will adopt 
a more active pro-poor and private-sector led policy stance. 
 
6.2   ERSO II was the second of two structural adjustment operations to Ghana approved 
between 1998 and 2001. Budgetary support to assist the implementation of the GPRS was 
thereafter made available by the Bank through the first Poverty Reduction Support Loan and 
renewed through the ongoing Second Poverty Reduction Strategy Loan, both implemented in the 
context of the Multi-Donor Budgetary Support framework. This framework links provision of 
donor budgetary support to satisfactory implementation of the GPRS. 
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7. PERFORMANCE OF THE BANK, BORROWER AND CO-FINANCIERS 
 

7.1 Performance of the Borrower 
 
7.1.1 The Borrower's performance during preparation is considered satisfactory. During project 
preparation, successful implementation of the triggers under ERSO II was read as a demonstration of 
the Government’s willingness to stay on course with the reform program. 
The Government’s implementation performance is assessed as unsatisfactory for the reasons outlined 
in Section 4. Government’s wavering commitment to the reform program was the main contributing 
factor to the unsatisfactory outcome of the loan. While conditions were fulfilled and selected reforms 
did take place to release the first and second tranche resources, commitment weakened thereafter. As 
a result, major structural reforms critical to unleash the country’s development potential, expected to 
be tackled with ERSO II support, have yet to be implemented. The performance of the implementing 
agency is rated unsatisfactory. While broadly satisfactory during project preparation, weaknesses at 
the Ministry of Finance in public expenditure management and budget monitoring led to an uneven 
fiscal performance. At the end of the project, of the four main reform areas supported by ERSO II, 
only one is considered to have made satisfactory progress compared to the agreed program. 
 
7.1.2  As indicated above, the Borrower fulfilled all of the conditions attached to the loan, except 
for the divestiture of two major SOE’s because when the new Government came to power in 
January 2001, it indicated that there was a need to improve the transparency of the whole 
divestiture process as part of the pursuit for “zero” tolerance in the anti-corruption drive. The 
Government decided to, therefore, undertake an extensive forensic audit into the quality of the 
divestiture of some of the enterprises that had taken place, and put on hold those that were still in 
the pipeline. This decision affected the progress in the appointment of the transactions advisors for 
the divestiture of the Electricity Company of Ghana and the concessioning of Ghana Railways, 
both of which were on-going at the time. The audit reports, in fact, did reveal that there had been 
lack of transparency in the previous and completed divestiture processes and that the state may 
indeed have been prejudiced for substantial sums through those transactions. 
 
7.1.3 It requested a waiver on the sale of TOR and offered to substitute for GOIL. The reasons 
given for the delay to offer the two companies for sale appear justified and legitimate, and the IMF 
also agreed to the waiver and the swap for its programs. The performance of the Borrower, in 
terms of fulfilling the conditions, is therefore satisfactory. And in some cases, such as in the cocoa 
sector, the Borrower even moved beyond the mere fulfillment of the conditions. It increased the 
producer share of cocoa prices despite their very low international levels. Also, the Borrower 
expanded the introduction of MTEF to all Ministries and Agencies in the 2000 budget though it 
was supposed to do so for only three of them. It maintained its international payments system free 
despite facing great pressure on its currency. There is also a strong determination to weed out 
corruption and improve management practices in the public sector. Finally, the Borrower did not 
prepare and submit a PCR. 
 
7.1.4  Fiscal performance was not adequate and the Government failed to rein in its recurrent 
expenditure level, and thus allowed the primary balance to decline from 3.8 percent to GDP in 
2001 to 1.8 percent in 2003. Also, the Borrower's obligation with respect to monitoring the 
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program was not honored and regular reports were not submitted, even after reminders. This 
suggests that the monitoring committee did not function properly.  
 
7.1.5 The Borrower also assumes responsibility for the delay in disbursement of the second 
tranche, as it failed to submit information to the Bank in a timely manner, especially with regards 
to lack of progress on meeting one of the conditions for releasing the second tranche. 
 
7.1.6 Overall satisfactory performance in program implementation partly resulted from the fact 
that unlike in previous experiences, the risk that the reforms would be weakened was mitigated by 
the Government's new approach of consulting widely with social partners in policy formulation.  
 
7.2  Performance of the Bank 
 
7.2.1 Bank performance during loan identification and design is assessed as satisfactory. ERSO 
II was compatible with the CSP and the Government’s medium-term development strategy, and 
the measures proposed under ERSO II followed from those undertaken in the context of ERSO I. 
The cocoa, banking, and energy sector reforms were correctly identified as difficult, and the Credit 
realistically limited the conditions that would be required for tranche release. The loan’s appraisal, 
however, overestimated the Government’s willingness to pursue structural reforms and to 
introduce macroeconomic adjustments in an election year. It also did not fully factor in the risk 
posed by adverse terms of trade developments. 
 
7.2.2  Bank performance during supervision is assessed as unsatisfactory. There was not enough 
proactivity to deal with the problems of poor implementation. In this regard, supervision missions 
were limited in staffing and there were not enough sector specialists to deal with the areas covered 
by the credit (energy and banking particularly), to help sort out options and reinforce performance. 
Moreover, a more proactive stance on ERSO II would have used the opportunity of preparing 
GPRSL I to strengthen chances of more successful implementation of the unfinished agenda. 
Project implementation involved no significant deviations from Bank policies and procedures. 
 
7.3  Performance of co-financiers 
  
 As indicated, the program was appraised jointly with the World Bank. However, there was 
no clear co-ordination in the activities of the two institutions. This is manifested by the fact that 
not only did the World Bank opt for a single tranche disbursement, it went on to further appraise 
and disburse two tranches of its Third Economic Reform Support Operation (ERSO II) loan. It had 
been envisaged that the ADF Second tranche conditions would form the first tranche conditions of 
the World Bank's ERSO III loan, but with the delays in fulfilling these conditions, the World Bank 
negotiated new ones. 
 
8. OVERALL PERFORMANCE AND RATING 
 
8.1 The overall program performance with an average rating of 2.5 has been satisfactory. The 
following table gives a summary rating of each of the four criteria under implementation progress 
(IP) and the four criteria under Development Objectives. Detailed presentation of the program 
performance is given in Annex II.  
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9. CONCLUSIONS, LESSONS LEARNT AND RECOMMENDATIONS 
 
9.1  Conclusions 
 
9.1.1  Ghana undertook to implement a reform program in 1998, after a certain let-up on its 
previously tight economic policy, following elections in 1992 and 1996. The program was backed 
by the international community, among which the IMF, the World Bank and the African 
Development Fund. ADF joined in its support with a proposed two-year loan of UA 39.0 million 
for an Economic Recovery Support Operation II, to be disbursed in two tranches. The country has 
fulfilled all of the conditions pursuant to the loan with the exception of the privatization of two 
state-owned enterprises. It asked for a waiver on one of them on the grounds that the company had 
to be restructured before its sale and offered to swap another state-owned enterprise for the second 
unsold one. The ADF Board agreed to both these requests. The IMF and the World Bank have 
agreed both to the swap and the waiver and have released corresponding funds.  
 
9.1.2  The Government made major progress in implementing the program. Cocoa farmers were 
given incentives to increase their production, the role of the private sector was extended to the 
export of cocoa, the budget process is now more transparent and poverty is being tackled. 
However, the country is still faced with daunting problems, among which is to improve the level 
of skills of Ghanaians, continue with the divestiture program, and promote good governance and 
decentralize decision-making. But these are long-term problems that should be dealt with in the 
context of longer-term programs. The short-term nature of this program, however, lays the 
groundwork for implementing longer-term measures and ERSO II did most of what it set out to 
do. The Bank group should continue to play a key role in helping Ghana face up to those 
challenges. 
 
9.2  Lessons Learnt 
 
9.2.1 A number of important lessons were learned from the implementation of ERSO II. It is 
clear learnt from the operation that, in designing policy-based operations, it is important to 
maintain a realistic approach in setting the targets for attaining macroeconomic stabilization, 
improved governance, and structural adjustment. The lesson here is that some targets may be over-
ambitious and unrealistic, particularly for a country emerging from conflict. In this connection, it 
is evident from ERSO II that some of the structural adjustment reforms, such as those involving 
privatization and private sector development, may require more time ( to be realized ) than they 
were accorded under the program. This has been demonstrated in the government’s failure to meet 
the conditions prior to the disbursement of the second tranche on the one hand and program targets 
in respect of privatization on the other.  
 
9.2.2  Progress in the implementation of  ERSO II has been uneven and experience points to the 
following points: 
 
(i) Pressing financial needs was a primary reason to proceed fast with ERSO II and III. Both 
Credits were prepared in about 3 months. When there is a need to act fast, there is a basis to be 
cautious about the depth of the Government's commitment; 
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(ii) Despite satisfactory identification of risks, mitigation measures related to the political 
environment and capacity may not be able to overcome the problem of an ambitious Credit design. 
The above shortcomings have now been tackled in an environment such as the one provided by 
programmatic lending under the PRSLs in which resource transfer decisions are linked to 
achievements in the implementation of the country's medium-term poverty reduction strategies. 
The review of completion of the implementation of ERSO II in Ghana has highlighted a number 
of valuable lessons for both the Bank and the Government that were useful in the performance of 
the Ghana Poverty Reduction Support Loan (GPRSL I). The key lessons are enumerated below: 
 
(iii) The use of conditionalities should ensure the implementation of those measures that make 
a difference to an economy and therefore they must be well crafted and their purpose be clear. 
They should also be based on those actions on which a broad consensus could be built around and 
they should be such that they can be fulfilled within the time frame of the program. A successful 
program is one that brings about meaningful changes to an economy. 
 
9.3  Recommendations 
 
9.3.1 For timely fulfillment of conditions and disbursement of the loan there is need to make 
additional efforts to ensure that the country submits regular progress reports in order that the 
program moves in the right direction. The Borrower’s supervision of the program was inadequate 
and progress reports were not submitted to the Bank, even after reminders were sent to the 
authorities.  
 
9.3.2 In the design and implementation of the program, more attention should be given to 
fostering consensus-building, which would enhance commitment across different social sectors. 
The program was delayed by the failure to fulfill the conditions related to the divestiture of Ghana 
Oil Company (GOIL) and Tema Oil Refinery (TOR). This suggests that the privatization of large 
enterprises that are also considered strategic by social partners, such as Parliament and civil 
society groups or other actions that require political decisions should not be included in a quick-
disbursing loan such as the present ERSO. This is because the course and implementation of such 
actions are difficult to be predetermined. Also, such actions generally take longer because of the 
need to build political consensus.  
 
9.3.3 There is need for greater co-ordination between the Fund and other co-financiers of the 
program in order to ensure a prompt and satisfactory execution of the project.  
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GHANA: ERSO II – Matrix of Program Measures 
                   

 
Policy area Strategies and Measures Impact/Objective Indicators/Targets Timing Implementation Status  

1. Macroeconomic stability 
1.1 Fiscal revenue Continue review of tax system to ensure that the revenue-to-GDP 

ratio does not decline in the medium term, including:  
• Raise VAT rate from 10 to 12.5%  
• Tighten customs controls on the operation of bonded 

warehouses and export-free zones 
 

• Maintain budget resources 
for sustainable provision 
of public service. 

 
  
 
 

• Revenue to GDP 
ratio  

 

 
• June 2001 

 
• June 2002 
 
 
 
 

 Implemented 
 
 
 
 
 

1.2 Exchange rate 
system 
 
 
 

• Continue improvement in the functioning of the foreign 
exchange market including gradual reduction of the share of the 
share of export receipts required to be surrendered to the Bank of 
Ghana. Replace surrender requirements for gold export, receipts 
with repatriation requirements 

• Strong investment in 
exporting   

• Effective tariff rate • 2001-2002  Implemented 

1.3 Domestic debt Reduce roads arrears to not more than 24.4 billion by June 2000 
and 176.2 billion by December 2000. 

• Impose expenditure 
controls 

• Stock of arrears on 
road project 

• December 
2001 

 Implemented 

1.4 External debt 
 
 
 
 

Strictly limit new borrowing and adhere to ceilings envisaged in 
the program regarding new short-term and non-concessional 
publicly guarantee borrowing 

• Effective management of 
public debt to reduce 
borrowing costs and 
increase resources for 
service delivery and public 
investment 

• Net present value 
of debt to exports. 
Non-concessional 
debt outstanding 

• Ongoing  Implemented 

1.5 Trade Policy Continue to gradually lower protection in line with the region 
Complete a study to access the reduction of the average tariff 
rate to 10 percent by 2002. Review exemptions and prepare 
report with recommendations 
Eliminate the 20 percent special tax on certain imports (except 
on few identified tariff lines) as soon as possible. 
Monitor exemptions and report them on a quarterly basis by the 
Harmonized System ( HS) code 

• Lower protection to 
encourage trade and 
increase competitiveness 
of Ghanaian producers 

• Average and 
maximum MFN 
tariff rate 

• Ongoing 
 

 Implemented 
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Policy area Strategies and Measures Impact/Objective Indicators/Targets Timing Implementation Status 
2.  Social Sector Policies 
2.1 Poverty Reduction, 
MDA’s plans/Budgets 
 
 
 
 
 
 
 
 
 
2.2 Basic education 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2.3 Adult literacy 
 
 
 
 
 
 
2.4 Health  
 
 
 
  
 

Update the Poverty Reduction Strategy 
Improve the tracking of poverty-related 
expenditures 
Maintain program of monitoring poverty 
and social indicator by: 

• Conducting Ghana Demographic 
and Health Survey 

• Conducting Ghana Welfare 
Indicators Questionnaire 

 
 
Improve Intermediate targets, monitoring 
indicators, and financing plan for Free 
Compulsory Universal Basic Education ( 
FCUBE) 
 
Target expenditure on  new classroom 
construction to deprived arrears 
 
Improved Criterion Referenced Test  
(CRT ) results 
 
Design and implement strategy to increase 
girl’s primary school enrolment 
 
 
Implement functional literacy program 
with an emphasis on the northern and 
upper regions. 
Establish and train management 
committees in Schools 
 
 
Increase health expenditure as a percent of 
domestic expenditure. 
Increase funding to district services, 
under-served areas, and for the poor 
Increase the number of budget 
management centers (BMCs) that are to 

Poverty reduction strategy 
Publication of MTEF Poverty 
Budget, Ability to monitor the 
impact of poverty interventions 
of district and community levels 
 
 
 
 
 
 
Equal access to basic education 
to raise human capital levels of 
the poor 
 
 
Improving learning environment 
for children in deprived areas. 
 
Improving the quality of 
teaching and learning 
 
Reducing the gender gap 
 
 
 
Raising national adult literacy 
programs 
 
Increasing enrolment levels and 
improving quality through 
community ownership of schools 
 
Stable funding for delivery of 
health care services 
Ensure equality of access to 
health services in different 
geographical regions 
Continued decentralization of 

Improved access of the poor to 
social services 

Under-five mortality rate 

 

 

 

 

 

Share of students with passing CRT 
scores in 2003: English 50%; 
Maths 45% 

 

 

 

 

Female net primary enrolment  

48.5% 

 

Adult female literacy: 45% 

 

Share of schools with trained 
management committees 

Infant mortality rate:  52% in 2003 

Rural child malnutrition 

Child immunization ratio of 70% 

Per capita outpatient attendance: 
0.5 in 2001 

• November 2000 
April 2001 
2000-2002 
Every 4-5 years between GLSS 
 
 
 
 
 
 
Budgets 2000-2001 
 
 
 
 
 
 
 
 
On going 
 
 
December 2001 
 
 
 
On going 
 
 
 
December 2001 
 
Ongoing 
 
Ongoing 
December 2000 
 
December 2001 
 

 Implemented 
 Implemented 
 Started with slow 

progress 
 
 
 
Started 
 
 
Implemented 
 
 
 
 
 
 
 
Implemented 
 
 
 
58.2% 
 
 
 
Not yet achieved at the end 
of the program 
 
 
Started but slow progress 
 
 
Not achieved: 61.0% 
 
Progress made 
 
Progress made 
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2.5 Safety net 
 
 
 
 
 
 
 
 
2.6 HIV/AIDS 
 

provide quarterly expenditure returns 
Formulate a hospital development strategy 
 
Increase private provision of health 
services by increasing the number of 
contracts between district hospitals and 
NGOs/private providers 
Continue review and improvement of 
exemptions for fees and charges 
 
 
 
 
Develop and implement a multisector 
HIV/AIDS 

health expenditure management 
to regions in 2001 and district 
communities 
More efficient use of resources 
to improve geographical access 
to secondary and tertiary health 
services 
Wider supervised delivery of 
health services 
More access for the poor to 
health services 
 
 
Prevention of full-blown AIDS 
epidemic 

 

Share of supervised births 50.5 in 
2001. 

 

 

 

 

 

Condom use: female 10% in 2003, 
male 25% in 2003 

 
 
On going 
 
 
 
 
 
 
 
 
 
 
December 2001 

 
Implemented , but mixed 
progress 
 
 
 
 
 
 
 
 
 
Implemented but data not 
available 
 
 

3. Water 
3.1 Rural water 
 
 
 
3.2 Urban water 
 
 
 
 

Complete transfer of small water systems 
and remaining sewerage systems to district 
assemblies 
 
Establish a pricing regime for urban water 
supply to ensure sustainable delivery of 
good quality water.  
Divest urban water systems to private 
sector operations: issue invitation for bid 

Community management and 
ownership for greater 
sustainability of water systems. 
 
 
Financial viability of urban 
water systems and affordability 
of services 
More efficient operations and 
greater investment 

Rural coverage of access to 
improved water services: 60% of 
population in 2001, 80% in 2008 
 
 
Urban coverage 100% population 
by 2015 

On going  
 
 
 
 
On going 

Progress made 
 
 
 
Progress made 
 
 

4. Agriculture and Environment 
4.1 Agriculture 
 
 
 
 
4.2 Cocoa 
 
 
 
 
4.3 Environment  
 
 
 
 

Implement the AgSSIP and agricultural 
Growth and Development Strategy 
(ADGS) 
 
 
Revise cocoa pricing system in light of 
external marketing arrangements; 
farmers’s share to be increased to at least 
65 % for 2000-2001 crop year 
 
Continue program of increases in forest 
fees to reflect the stumpage value of trees 
and species 
Initiate pilot scheme on community 
collaboration in resources management 

Stronger support services to raise 
agricultural productivity 
 
 
 
Greater pass-through of incomes 
and incentives to primary 
producers 
 
 
Sustainable rate of forest 
resource extraction 
 
Effective and sustainable 
management of natural resources 

Agricultural growth rate at 5-6% 
 
 
 
 
Farmers’ share of fob price 

On going 
 
 
 
 
October 2000 
 
 
 
On going 
 
 
 
December 2000 

Target not achieved 
 
 
 
 
Implemented 
 
 
 
Not  achieved 
 
 
Not achieved 
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5. Infrastructure 
5.1 Rural Infrastructure 
 
 
 
5.2 Electricity  
 
 
 
 
 
 
 
 
 
5.3 Petroleum  
 
 
 
 
5.4 Transportation 

Rehabilitate and modernize selected public 
rural produce and retail markets under the 
Village Infrastructure Program 
 
Encourage private investment in the 
electricity sector to satisfy growing 
demand for power, by establishing 
regulatory framework and privatizing 
distribution: 

• Appoint transaction  advisor for 
divestiture of ECG/NED 

• Divest ECG/NED electricity 
distribution units 

 
Improve supply of petroleum products by 
privatizing the Tema Oil Refinery Ltd. 
And allowing greater competition in 
marketing 
 
Upgrade the road network through 
approved road sector maintenance and 
investment program, including: 

• Extend feeder road network 
• Adjust fuel levy as agreed under 

the Road Sub-sector Strategy 
 
Encourage private sector participation in 
operation of key transport infrastructure 

• Hire financial advisor for the 
concessioning of Ghana 
Railways 

• Issue invitation for bids on 
concession for Ghana Railways 

• Issue invitation for bids on 
concession port operation 

 

Increase rural incomes through 
better access to markets 
 
 
 
 
 
 
 
More public resources available 
to extend electricity services to 
non-commercial ( rural and 
poor) areas 
 
More reliable supply of 
petroleum products, especially to 
rural and remote areas 
 
 
Sustainability of road 
maintenance 
 
 
 
 
 
Greater and more efficient 
access for rural producers to 
urban and export markets, and 
lower costs of trade 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Road condition : 70% good; 205 
fair, and not more than 105 poor by 
2005 
 
 
 
Divestiture of Ghana Railways and 
of ports and harbors 

On going 
 
 
 
 
 
 
 
June 2001 
 
December 2001 
 
 
 
On going 
 
 
 
 
 
 
On going 
December 2001 
 
 
 
 
September 2000 
 
 
 
December 2001 
 
 
 
 
 
 
 

 Not implemented:  
 
 
 Not implemented: 

waiver has been sought 
in order to disburse the  
second tranche 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
Progress made 
 
 
 
 
Not implemented 
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6. Private sector 
6.1 Rural and micro 
finance 
 
 
 
 
 
 
 
 
 
 
 
 
6.2 Banking sector 
 
 
 
 
 
 
 
 
6.3 Privatization 
 
 
 
 
6.4 Enabling 
Environment 
 

Strengthen capacity of rural and 
community banks to provide financial 
services. 

• Set up an APEX institution for 
the rural  banking system 

• Conduct review of agricultural 
Development Bank to clarify its 
role in the rural/agricultural 
sector 

• Strengthen linkages between 
informal microfinance 
institutions and the rural and 
commercial banking sector 

 
Maintain a competitive banking sector by 
completing the Divestiture program and 
strengthening supervision. 

• Select strategic investor for GCB 
• Divest Bank of Ghana shares in 

AgDB 
• Conduct financial System 

Stability Assessment 
 
Continue to publish annual audited 
accounts of the Divestiture 
Implementation Committee (DIC) for 
1999-2000. 
 
Implement Gateway Project aimed at 
removing constraints to trade 

Broad and deeper rural financial 
services and intermediation. 
 
Greater access of micro 
enterprises and micro 
enterpreneurs to formal financial  
services 
 
 
 
 
 
 
 
 
More efficient and stable 
banking sector with lower costs 
of intermediation and borrowing 
 
 
 
 
 
Accelerate divestiture program 
through Greater transparency of 
privatization process 
 
Improved immigration, customs, 
and investment promotions 
operations 
 
 
 

Share of rural banks, investment 
portfolios, rural economic activities 
 
Enabling environment for private 
sector growth 

Ongoing 
 
 
 
On going 
 
 
 
 
 
 
 
 
 
 
 
 
June 2001 
June 2001  
 
December 2000 
 
 
 
June each year 
 
 
On going 
 
 
 
 
 
 
 

Not achieved 
 
 
 
Not implemented 
 

7. Financial Management, Governance and Statistics 
 
7.1 Public sector 
 
 
 
 

Reform subvented agencies to increase 
efficiency, quality of service delivery, and 
reduce drain on public resources 
Complete pilot reform of 15 subvented 
agencies 
Complete pilot reform of 10 more 

Better Public service delivery 
and more public resources 
available for delivery of poverty 
related programs 
 
 

Number of public sector employees 
(including those in Public 
enterprises) as share of total 
population 

On going 
 
December 2000 
 
 
December 2001 

 



Annex 1 
Page 6 of 6 

 

 
 
 
 
 
 
 
 
 
 
 
 
7.2 Local Government  
 
 
 
 
 
 
 

subvented agencies 
Submit for cabinet approval a fully costed 
program to reform remaining subvented 
agencies 
 

• Complete restructuring of MOF, 
NDPC, and Public Services 
Commission 

• Complete restructuring of 
remaining CMAs 

 
 

Continue decentralization of selected 
services and functions to local government 
Submit Local Government Services Bill to 
Parliament 

 
 
 
 
 
 
 
Improve management of  public 
sector 
 
 
 
 
 
Improved delivery of public 
services at the local level 

 
 
 
 
December 2001 
 
 
 
 
 
 
 
 
 
On going 
December 2001  
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GHANA: ERSO II: PERFORMANCE OF THE BORROWER 
Indicator Rating 

(1to 4) 
Observations  

1. Compliance with the schedule  2.0 Most of the reforms implemented in keeping with the planned 
schedule, delays however in the implementation of the 
divestiture program.  Administrative red tape observed in the 
fulfillment of the general and other conditions for the release 
of the loan tranches.  Program completed behind schedule, 
disbursement of second tranche required a waiver from the 
Boards for unmet conditions and eventually a swap of 
conditions.      

2. Compliance with the cost schedule N/A  
3. Compliance with the loan agreement 

conditions and covenants  
2.0 The Government complied with the lending conditions and 

the procedures for the procurement of goods and services, but 
had difficulties applying the procurement procedures, which 
gave rise to delays in the launching of certain bids.     
 
The condition for the performance of the program account 
audit was fulfilled.  
 

4. Adequacy of monitoring-evaluation 
and the preparation of reports  

 
 

2.0 The PIU established within the Ministry Finance and 
Economic Planning did not play its role efficiently, especially 
in the regular and systematic transmission of the quarterly 
program implementation reports and the provision of reliable 
financial information.  
The Unit in charge of external debt monitoring ensured the 
financial monitoring of the loan, which however needed to be 
improved.  A contribution to the program completion report 
was not prepared.    

5. Satisfactory operation N/A  
Overall evaluation 2.0 Satisfactory 
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GHANA - ERSO II: PERFORMANCE OF THE BANK 

 
Indicator Rating 

(1to 4) 
Observations 

1. Identification 3.0 The Bank answered the request of the Ghanaian Government. It 
intervened jointly with the Bretton Woods Institutions notably 
in the preliminary studies.   

2. Preparation 3.0 The Bank participated actively alongside the other donors in the 
preparation of the program.  

3. Appraisal  2.0 The appraisal mission comprised only one Economist, which 
was not enough.  Negotiations were satisfactory.  

4. Supervision 2.0 The Bank organized the program supervision and mid-term 
review missions but   

Performance of the Bank 2.5 Satisfactory 
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GHANA: ERSO II: OVERALL PROGRAM PERFORMANCE 
Indicator Rating  

(1 to 4) 
Observations 

1. Relevance and achievement of the 
objectives 

2.6  

(i) Macro-economic stability 3 The implementation of the program measures helped 
the Government contained the deficit and acted as a 
catalyst for the mobilization of more funds from other 
donors to support the Government’s programs, which 
helped the Government restore macroeconomic 
stability.  

(ii) Private sector development 3 The reforms undertaken concerned the liberalization of 
the cocoa sector, tariff reforms, divestiture and 
investment promotion and diversification. Progress 
were very mixed and very unsatisfactory 

(iii) Promotion of good governance 2,5 The Ministry of Finance intensified the fight against 
corruption. Despite progress made, dialogue is still 
needed to continue with respect to government 
procurement code, institution of legal and regulatory 
framework for private sector development and 
application of measures to fight corruption.  

(iv) Environmental concerns N/A.  
(v)  2 The reform and the strengthening of tax and customs 

equity improved transparency and good governance in 
the administration, a factor that induced private 
investment, especially the restoration of foreign 
investor confidence.   

2. Institutional development 2.2  
(i) Institutional framework (including 

restructuring) 
 

2 The implementation of ERSO II contributed to the 
improvement of the institutional framework through 
support to the Department of Debt Management and 
the strengthening of its capacities; support to the 
External Resources Mobilization is in progress.  The 
staff of the two departments have benefited from 
several trainings.  However, the fact that the 
privatization of major public utilities was not 
operational and that the divestiture of major public 
enterprises did not take off deprived the program of an 
institutional framework essential for an efficient 
macro-economic management.   

(ii) Financial and management information 
system, including audit system  

 

2.5 The Borrower monitored the loan disbursements, but 
encountered difficulties especially in the procurement 
of technical assistance equipment.  The PIU did not 
regularly and systematically furnish reliable financial 
information for the program monitoring.  The 
programmed audits of the special account and the 
ordinary accounts were carried out.   

(iii) Monitoring-evaluation system 
 

1.5 The program was monitored through the IMF and 
World Bank review missions and the Bank missions.  
The PIU monitoring system was not efficient.  The 
PDD in charge of external debt monitoring provided 
the financial monitoring of the loan, which needs to be 
improved. 



2 

 

(iv) Improvement of governance   
 

3 The improvement of governance was one of the key 
objectives targeted by the reform program.  Efforts to 
beef up tax and customs administration capacities and 
the Government’s commitment to budgetary discipline 
contributed to its achievement. 

(v) Transfer of technology 
 

N/A  

(vi) Qualified staffing (including rotation), 
training and counterpart staff  
 

N/A  

3. Sustainability 2,1  
(i) Borrower’s continuing commitment 3 The Government showed proof of its determination to 

pursue and consolidate the performances achieved in 
the improvement of tax revenues mobilization, the 
strengthening of customs administration and the 
improvement of budget implementation. These reforms 
are part of the poverty reduction strategy adopted by 
Ghana in 2000, of which good governance is one of the 
priority thrusts.  They were strengthened under the 
First Poverty Reduction Support Loan financed by the 
Bank and other development partners during 2003. 

(ii) Environmental policy 3 Ghana has regained its political stability after the deep 
crisis in the late 90.  

(iii) Institutional framework 1,5 There is need to put up a reforms coordination 
structure working with the development partners joined 
together in the Partnership Frame Agreement in order 
to ensure the appropriation of the program formulation 
and monitoring process by the Government.  This 
would strengthen the existing framework put up under 
ERSO II 

(iv) Technical viability and staff retraining  
 

N/A - 

(v) Financial viability including cost recovery 
system  

N/A - 

(vi) Economic viability N/A - 
(vii) Environmental viability N/A - 
(viii) Operating and maintenance mechanism 
(availability of recurrent funds, foreign 
exchange, spare parts, seminars, etc.   

N/A. - 

Internal rate of return N/A - 
Overall performance 2.3 Satisfactory 

 

 



 

 

 

 
Annex 5 

 
FORM PO 1: PROJECT OUTCOME 
 
No Component Indicators Score 

(1-4) 
Remarks 

 

1. 

i. 
 
ii. 
 
iii. 
iv. 
 
v. 
vi. 
vii. 
 

I. Relevance and Achievement of 
Objectives 

 
Macroeconomic Policy 
 
Sector Policy 
 
Physical (including production) 
Financial 
 
Poverty Alleviation & Social Sector/Gender 
Environment 
Private Sector Development 
 

 
3 
 

2 
 

4 
 

N/A 
3 
 

4 
N/A 

2 

 
 
 
Deterioration of terms of 
trade affect achievement  
Cocoa & Energy well 
implemented 
 
Balance of payments support 
Strong component 
 
Privatization not complete 
 

2. 

i. 
 
ii. 
 
iii. 

Institutional Development (ID) 
Institutional Framework, incl. Restructuring 
 
Financial and Management Information System 
(incl. Audit System) 
Staffing by qualified persons (incl. turnover) & 
training 

 

3 
3 

 
0 

 
3 

 

 
Public sector reform on track 
No audit carried out 
 
 
Staff well motivated; ADB 
desk operational in Ministry 
of Finance 

3. 

i. 
ii. 
 
iii. 
 
iv. 
v. 
vi. 
vii. 
 

II. Sustainability 
Continued Borrower Commitment 
Environmental Policy 
 
Institutional Framework 
 
 
Technical Viability and Staffing 
Economic Viability 
Environmental Viability 
O&M facilitation (availability of recurrent 
funding, foreign exchange etc) 

3.3 
4 

N/A 
 

2 
 
 

N/A 
4 

N/A 
N/A 

 

 
Strong commitment 
Policy based loan. 
Environmentally neutral 
Poor monitoring of program 
Policy based loan 
 
Policies are viable 
 
Foreign exchange very 
useful 

 
4. 

II. Economic Internal Rate of 
Return 

 

 
N/A 

 

 TOTAL 9.3  
 III. Overall Assessment of Outcome     3  
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