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THE 1998 BUDGET STATEMENT 

Kwame Pisnim 
Economic CousuItwt 

Introduction Where Should the Budget Statement Have  
The I998 Budget ~mtcmenr was at best 8 '%&ess Taken Off From? 
asmapbudga W a f J r h a r ~  budge was The 1998 B udga Statemen\ X it war meant ns n 
called for to tackle a ortiooal crisis situation. The s=*,-,us policy gatemat offhe NDC gme-mt, 
Budgat was a disservice to the Resident h whose $ . I  expected to be viewd *pias( &eb&dmp of 
name it was presented. The Presideat had called the f o l l o ~ E  
1998 "a dif5culr year" Tbe Budget, however, 
addressed I normal year of marc than average a)  The Jmuaq 15* 99g Sessiond 
p erformancc. President on the occasion afthe State O p e ~ ~ g  

of the Second Session of tbe Swond Psrliamenr 
The Budget projections, even tinder tbe best ofthe Fourth RePubfic. 
c&maaces ,  have been; more What needs to be flagged in this addtess is lo be 

. a t t h ~ d -  fie p~&msf, ,* 1998 have b e a  p m Y ~  found at pages four and five where the President 
unrealisric by the energy crisis which the Budget said of 1998: 
totally ignored "One thing is for m e ,  however. 

We facq a difEcu1t year, .. ." 
The 1998 Budget was therefore dill-born. The .we rrmsb to the conwow 
bea the President. the Cabinet and the ParUamm goBl ofa b s b c d  budgct by the yw 200 1 W- 

could have done to redeem the image of Ghana 
was to have caused the Budset to be w-i&drawn b) In September 1997 a l+lational~conkc Forum 
and the tamcimr who g~ their Mj&~r to rwd weighed the difficult policy decisions which 
a Budget so fhr removed from the Ghanaian reality needed to be tatten on a n m - ~ a r t h  ~ l a & f l l  
to bo redeployed for mramimk The Budget is not ~ s t ~ ~ t h e n a t i o n ~  eC0n-Y a bigba 
an iustwmmt for practical jokes, level of performance. The aims were the r e  

cstablidmmt of macro-ecanomic stability afker 
The best that eiul be done here is to share ideas on its d~~*nt  1992, and putting p l a ~  the 
what is expected ofBudget Statements, and to flag policy and institutional fr=~ework apd 
same offhe good proposals outlinedin an 0th- programmes for moving Ghana onto the 
pbh-thesky Budget, policy initiatives which wiU virtuous cycle of aceeIerated and sustainable 
provide stepping stones for firtvre development. growth. 

LtlgRsIatiwe  ale^ is a rno~trk@ publicat fun ofrk Instifirre of Economc Afilm, G71~lla, a non-p@~ nrsemh 
inshnshmfe Pnd co-spumotl?d ky the Ce~ler;for J h t e m ~ d  Private &reprise m Wmhingtum D.C.. &??,A. arLd 
DmJD.4, Ghwrr- SILbscnptim b LegirInlive AIur am made a w l &  k tu ihwe who nzaike ~0dribat00~ to the 
ZA. A&ws3 dl compo&nce ro: The Edit06 Imtihrte qfi?mno?nicAflalivs, PO. Bar 015136, Christiamborg, 
Accm ZkL 77 66 QI (B 77 95 6819 



A gw* .t,5,sii~fri tk fie tibgtuiley.s h p f g ~ e a  
peffa-~e w a s  ib t i f iad  by the Natimd' 
Econoiaia Pomzu was tbe managemat af 
gcrr-eat $rranoes, 9 key policy figreemem was 
taarthebjql&etmydefi& in 1498wesnottaairr;eqd 
5% af$X3P, down Barn the unmstainable lev& af 
10~4% in i996 and 8,7%in 1947 

c) Judging by the NDC ~ a v m m M ' s  public 
pconuuic&aeltts, the e~onamic blue-print 
up&x@knhg the whole edifice wfimproujsg tbe 
quality o f  We of Ghauaians i s  VTSTON 2030. 
hdmdhg to flxis VGm, if the cnmyis m*ous 
abmt auh;evlng a middle ~ ~ o r a e  status by that 
-@cai yew, then it ebottld almady b v e  ro- 
a@hW&l m ~ ~ c ~ p i e  stability, m&g to 
GOB gnwtb mte .at 80&, with qvG@iaat fate 
ex-'&&. 24% -hlrJ]E3ilt 15% b*. Aad 
mtasucs fbr transforaiiag. agrioulture shotild 
a h d y  have been in place, 

The 1948 l3ruidget should provide the bdd&g 
bboks fm brreotiae; &a $usdatiga& JlrbEdb ~ r r ~ d d  
support the aa~ian's gm%aaw but gatsimt csffcfzts 
to a&ie\re th6. dbjbowes of vis'aaa. 2020. The 
Btzd~at s h d d  h u e  olkredhasd &ate& &@&s 

ond to the critical issues zdl&ttins. ~lgahst 
tb"e3goEdihe munomy for a o d m t e d  broad- 
bawd dwdwmant. 

The Realigm of the Mam~conoarit T-tg 
The brad macro-ec~nomic targets wl be dilEdt 
to attain. Tbe Budget H its * s i n ~ s s . i a s - d '  
apprpgch, claims GDF growlhwill be betfer than 
in the twcr previous av-e ye&%. 

Forecast Real 
1998 1997 1996 

GDP 5.6 3.1 5.2 
ag,ri~ 4.4 3 3 4.0 
iadwtxy 4.0 5.7 4 2  

t-nilutlf: ... 5 -4 3.0 
colim. --- 6.7 6- 1 

senices 6.0 6-2 a3 
mtim 

average 15.0 27-9 46.6 
yr/year 9.5 20.8 32-7 

Budget 
Mkit as 10.4 
% of GDP 

The &st quarter of 1998 is now gone. IndustryI 
especially amdkcturiqg has bizen forced by the 
energy dsis  to operate et levels bdow those of 

194. S t e m s  w.wvna si@C of&-& Oivm 
rhe camtry's dqjendtmcc on '%y Qraoe of God 
a~culnrre",  tbe prospeats f@r realkhg gr~wth 
r&gets are nut good. Nar ate the pmspects good 
For saiious *a-s at rmoh4ng the aergy c&% 
witlib rb 9.m I2 moaths: 

The 1 ,m~ .da tbn  in @an% 50 recmtytxw 
has depmdmt oa a v a h b ' i ~ f f o o d  tbmugZl 
goad && wbiqli e, ga0d raw ft is .na~ 
isth.at;ed qhar cl.uBe a# 60% of @e wagre 
ho~~s&old budget is sp- faad. w~ the 
*ather dwdctpmmeq&, st! fir, if IE bba cii@'Mtlt 10 
*tab the year-~n-ymr itdhiamry targer of me 
die {yaa~ on ye&?). 

A k d h . 2 3 ,  I 998 IMF r~Tsa$e.qwted by Reuten, 
on the simg  fa $110 d n  ajpament  wifl5 
Oltaaa under tbe Enhaneed t%ru&rd Ad.jusmmt 
Fadlity projects grwvthand *datioa figure6 as E 

The a m m t  is intended td hdp regain m w o -  
eabnamio aabiv naad rein in inattion. 

So tJse acxarmmt of the one-digit year-on-year 
innation goal s m  tr, have been M e d  to I999 
And .the $igher level o f p ~ ~ o e  in growth is 
W e d  tu bqr~nd the year 2006, 

The failus oftbe Budget sratemunt to have made 
mom s&iou-s than business-as-usul 80rt to 
conttsl the budget d&& to thsgenerous co~mznws 
tiltset d 196 in 1998, is b d c b h  of  lack o f  
powcal will to t a b  wad make the hard critical 
ohoiaes needed for ?~cceIo~~t& grow& 

The meaw targets may a l ~ o  come mdet were 
~lessure. With Zxrdaw operolting st lowar than 
nw S&1 IWB& and %with the crisis fbl~cing 
iabm rmaataeat ,  rm an.joajmewin be Wa, 
while m w d ~ m & c   DO& and M y  
aim be b w ~  tb& projeoted sinw'the But@$ did 
not the energy otisis into its revgnoe 
proj~tiow, Tax revstirre whi& was projected to 
dropfiomtlrc 1996 and 1997awragesfsomw 81% 
as a share of total revenue to soxlire 74%. may be 
tower than expec~ed 



Of auzss lower. $laat expewed revenue wiU not be 
mstchd by lower expenditures since mcrst przblic 
sector organiratims may 6,e hrced to  rely on 
generators and thus push pr i~e ;~  higher- Cement 
aid other developmait inputs will be priced higher 
to reflect the enorgy &mag&. Jftke govmerit 
is farced to barrow to make up for the revenue 
shortages, tbis will be bad for the private sector 
which will conrimeto be cyowded omafthe mdit 

And ifthg hanoinpis m e t i d .  then it 
will gwecate iaflarioaary pressures, 

Same Wmying &pecta of Public Fi..tlauca 
Certain d w e b p m ~ s  in public hances should be 
giviitg reasons to worry, nee if teason to believe 
b a t  there is a mctyrfl dis,e@b* h-en 
&wenmeor eqetlrfimesaad revenue which urn& 
addnssitlg theugh tt cofnbhilrhn ofgx~aendircrre 
restzu~t-ing artd rweaue raisin$ measures, 
Facaation ofthe retram raising aspects requires 
expaarsre mmgetnent gestures d i o h  sd far 
b e  nnt been fo'orlhcouhg. And the rhetoric of 
those in goveroroeht docs not g*e csnfidmc~ that 
this bthmcatd dhq~ilit,riurn om be a d d r e d  
cibjakiy and rmWmlly. 

The share of rwmat apmt i i twe~  absorbed by 
interrest pa- m public debf, seems to be getting 
out of hand. Intmest payment as a percentage o f  
ream~n'l  e x p e a h e  has rim 3 I.% in 1996 
to 36% hi 13997 rtnd is prpjrxted at 35% in 11498, 
In thg medntime the sdaries and wsges b3Il has 
stapted around 33% in the pai;t two years and is 
expected ro rise rnargbally tu 33% in 1993. in 
1997 sad 1998 interqt payments have been 
acwditq smoltugunts This may be an indic$tios 
that Ghana has k l l y  besome a atpitalist aatiou, 
with more boome being earned on aecutdsJated 
capital -than on the provihd Of Zsibour and skills. 

Some Indicators of Public Reve~ue  & 
Espenditure 

199'8 1 997 
As % sf Recurrmt Expenditure; 
Interest Payment 35% 36% 

Some Good Begin~ings ia tbe 4998 Budget 
A sirW& point in hvqur of the Finance h 4 h j . s ~  
was rhat he moved fiom the usual preo~aupaticm 
with marno-eatmamias to sector spseific issues. 
This was a gotad. engineering approach to t a c k  
bard realities. 

l[n pilragrsph 84, ths idea of land bast to gst tbe 
y.oulh into agg?erultwe is a &m4rtble me, an'd wy 
pmw a bcgimbg rg ~soNiag the $xy@ prdh1a 
whiob is uceessary if .sgricuItu~e is to b~ 
transfqrmed fktnn its c~lreort hoe. md GPY&SS 
iohology a .  as @the a g w p a i o ~  oF&e old, to a 
wience and t&olagy dented Qlr the 
youth. Even, hem7 the chi&& haw ta be remiled 
upon to oeopcate, ~ i i  of co- m t L  inti 
large scale aucklrs firm propelled qgrialture 
~eq~&es energy input. SO 1Q9g output wjll not 
banlefit from&& policy. 

The goodgofiq odhed  ia pan. 537 for improving 
nit tnnspartativn Wd tg indude urban trimsir 
rail For grovid3i.g cheap mass tramport For the 
Aqm-%ma metmpdlittla wurkeas. Zhiswoulcl be 
one way of deqtmpsting Accra, sa*g &el and 
l o w h g  oost afwmspn fur wotkers. 

The bad effects efthe hasty sad poorly managed 
trade l#emlisation programme on indugtry, 
impmially the g$rment sect- i6 to be a d & d  
t h r o d  a radoaalisatiofi aftbe taiiEtegirne as a 
way of itnprkg tbe ''export camp W o n e s s "  of 
the industrid sector (para, 175). A m e c a d  has 
bsea put if; place in MOT1 to monitor how wodd 
markets "sfbctt PW import competing 'mdMe6 
with a view to  recommenaitlg ~omgcnsation 
nsmsires to enam the levelling ofthe fiecdh local 
inMest'. (Pam. 176) 

A be-g has also been made ta rathnalise our 
port aperatims with CEPS being made to work 
on 7 d a p  a we& basis. A mate dra$ie overhad 
of ow port operatisms is needed ifwe mean serious 
bnsiaess. Most S.E.. Asian mlapltries bave eEoiat 
ports with rapid W-arilimd fir ves~lg. 

Enmlumen~s 33% 32% 32% The tax bra& for banks on "iacoll~~ defied &am 
T~tal  Expen- bat& lending to a g i c h e "  may need &;artad 
Wort G ~ S )  5.005 3,764.2 2,543- 1 actcountants to hip ae* the mdaliticg f ~ r  its 
Dw.€?lYflayasO/a15% 14% 22% imphrae~tation+ CIT fbr banks for ?.his aotivity has 

been reducedfiom35% to 20% (pm.  2C38), while 
Total Revenue 3,821 -0  2,570.8 2,075.9 rural bmks arenow mIassifid as "non-tm~ond 
Tax Revenue as Yi?4% 80% 82% banks:' and their CIT zeduoed from 35% to 8% 



(para. 2091. Some would have p&rred the tax 
beioig ~olle~ted and lodged In a fund for a s~ f i  'lorn 
whdow fix apriwhre, to minimise the- sh~rtolge 
of long-term credit at oompetitive prices for 
ilgri&ral development. 

The 1498 Budgt put up so- interesting proposals 
for gcneratiag long-term capital through 
rnobilisation of fimds. The establkbmt of the 
Priyatisation Trust (para. 229) to warehouse 
governat  shares for floating on the GSE is 
worthy of support. One o f  the shostcomings cif 
the divestiture programme was its failure to 
srmngthea the stoak exchange and ro stimdate 
Ghanaian participation in the national economy. 

Another savings mobilisa tion measure i s  the 
proposal ro encourage the establidiman~ of 
supplementmy o~~upational schemes by the pivale 
motor t o  complernemt the SSNlT basic pension 
sheme. lftbc sayings rate is to rise @am cuneat 
low levels to ~oatribute to higher levels of 
invesrtneat rate required for attaining aaelerated 
grwth, then thisinitiative needs to be moved from 
thestatus ofoonsultation with SSMT to anntional 
acticmable status as soom as practicabl~. What is 
required is  an h m t i v e  tax package to make it 
worth the wbile of employers and mnplqves to 
cantemplate the establishment of such private 
pension schemes. 

The proposals for wmbined tax teams (para 264) 
'rmvobg aU institutions, and the X '€ !h t~~d~Uth  of 
the VAT prwide a unique epportunity to give 
serious coasiderstiun to the proposal for a tau 
m e s t y  sothat the business oomrmmity can come 
clean under a new tax dbpensation. 

Comclusion 
Th;e few measures mentioned above are the 
pdeatid ingredients af a Budget mem as the 
instrument for ~sst ing  the blrilding %looks h r  
redking the goals of Wsian 2020. 

The energy crisis has provided a unique op o P- fathe c o r n y  to break orn ofits hebit at' busmess 
as u d " .  A Pr&dentiaI Commision an Energy 
nude up of experts &om both. the public and the 
private sector &odd h a d y  have beesl constituted 
ro corn out with immediate, short-teq medium- 
term and long-term solutions. 

The S,E, Asian financial disaster provides s 
vicarions apparhmity for Channiaus to know that 
playing in thc glabd market and dapadhg on 
for- iavastrnmt means practicing prudent 
hancial management as a daily habit It requires 
transparency ~ n d  goad governance, And no 
crwtivc soaoutrting w national mmme and inflation 
can help us escape the scrutiny ofthe intmtidonal 
financial world 

The recent visit oftbe American Resent provides 
a majorpotmtiirf fillip to our developmeat &m: 
the opeaing up of the markets oftbe riGhest nation 
in the world to us, This wits a mjar factor in the 
SE, Asian miracle. Can Ghanaians organise 
thmvehres to take advantage afthe apportupities, 
the challenges of quality control and production 
on time to film conmcts? 

The 1998 Budget Statrnnent does not give enw& 
oodidme~ far one to respond in tbe a£bnnative to 
the quehon whether Ghana is ready to make a dash 
&om poverty to broad-bawd acr;d-ted gr~wth.. 
Ghana needs ro become &QW in order to reach 
upwards ant o the virtuous cyole of growth, This is 
tbe h e 1  ofproduction where hi& incomes generate 
high savings, which get translated into higher 
productive investment, leading ro anorher round 
ofbjg-ha output wifh its concomitant rising savings 
and higher invesbnents. This is where C3banaians 
arc sbiviug to bn And eat& Budget stnfement 
should Be pclsitic~tdq GhmaiSuls to be msching up 
to& this gad. 1 

lrartimre and c o s p o ~ o m d  by the Cetzter for lrriemtiond Prwtzta En&qrj.e it3 Wm ftingtott D. C., U.S.A . nnd 
DANIUA, GRana Subscrtptiom to LqisWveAlertm made avaifabb to rl~ose who muke cuntnhaolnr ro the 
IEA. Acklres~ a l ~ c o r ~ p ~ e n #  to: Tkc Eclzat Inslrncre of EconornicJ4fldtz, PO. Box 01 936, Chnshmborg, 
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