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Country: Ghana

Social and Economic Background of Ghana

According to Word Bank Development Indicators, in 2004 Ghana had a population of 21 million people, 55% of whom were between the ages of 15 and 64. Around 45% of the population lived on less than US$1 per day and 79% of the population lived on under US$2 per day, in 1999. From 2004 to 2005, Ghana’s GDP per capita (PPP adjusted) grew 4.98% from $2,206 to $2,316 in terms of current international dollars. The World Bank also reports the informal economy made up 38.4% of GNI in 2003.  The GINI coefficient was 0.41 in 1999. In 2004, the M2/GDP ratio was 0.29, reports the World Bank. In 2003, Ghana received US$906 million in foreign aid and US$136 million in Foreign Direct Investment (net inflows). Ghana received US$65 million in remittances for 2004.
The currency of Ghana is Cedi (C). The average exchange rate was C7,932.7:US$1 in 2002, C8,677.4:US$1 in 2003 and C9,004.6:US$1 in 2004, according to the Economist Intelligence Unit (EIU).

Ghana has completed the World Bank and IMF’s Financial Sector Assessment Program (FSAP). However, microfinance issues are not covered in the Financial Sector Stability Assessment (FSSA) report for 2003.

Doing Business in Ghana

Entrepreneurs in Ghana are required to complete 12 steps taking approximately 81 days in order to launch a business, at a cost of 78.5% of income per capita. Registering property requires 7 steps and 382 days. It costs 37.9% of GNI per capita to create collateral. In 2004, Ghana’s Disclosure Index rated a 7 on a scale from 0 to 10. In Ghana, there is an official credit registry of business owners and individuals. In terms of the World Bank’s Credit Information Index rating, Ghana scores 0 on a scale from 0 to 6.  

Regulatory and Legal Environment of Ghana

According to the World Bank, it takes 23 procedures and over 200 days from the time a plaintiff files a lawsuit to when he or she is actually compensated.  It costs 14.45% of debt value to enforce contracts (legal and court fees). Filing bankruptcy takes about 1.9 years, at a cost of 18% of estate value. The recovery rate for creditors is $0.28 per USD.  

Legislation affecting microfinance regulation in Ghana includes: Banking Law 1989, Financial Institutions (Non-Banking) Law 1993, Rules for Deposit-Taking NBFIs, Rules for Non-Deposit Taking NBFIs. 


According to the World Bank, Ghana’s multi-tiered regulatory structure evolved through early efforts in the 1970s to extend the outreach of the formal financial system to service the cocoa sector by permitting locally-owned unit Rural Banks. The 1993 Non-Bank Financial Institutions Act was also intended to diversify the financial sector.  “Credit Unions were included in the latter, but Central Bank supervision proved unworkable, and a new Credit Union law was prepared that envisages dual responsibility of the Central Bank and the Department of Cooperatives.”
Ghana’s 1989 Bank Law regulates activities of Rural and Community Banks (RCBs). The Banking Supervision Department of the Bank of Ghana supervises activities of RCBs, while the Association of Rural Banks (ARB) Apex Bank is licensed to undertake limited supervisory functions for rural banks, according to a CGAP report. 

According to CGAP, savings and loan companies in Ghana are regulated by the 1993 Financial Institutions (non-banking) Law and Non-Bank Financial Institutions are regulated by NBFI Rules. The NBFI Department of the Bank of Ghana is the government agency responsible for supervising the NBFIs, which are defined as licensed corporate institutions that mobilize deposits from the public. 

Credit unions are regulated by two laws: the 1968 Cooperative Decree and the 1993 Financial Institutions (Non-Banking) Law. Credit unions are defined as cooperatives or mutually-owned organizations formed by groups to mobilize savings and make loans. NBFI law states that the Bank of Ghana is the regulatory entity of these institutions, though the Credit Union Association (CUA) might serve as a self-regulatory apex body. 

The Bank of Ghana administers registration of RCBs, which are required to organize legally as a community-based limited liability company. Restrictions on ownership include shareholding restrictions (30% individuals and 50% groups). Ownership must be mainly community-based, but there is no explicit exclusion of foreigners. 

NBFIs (deposit-taking: savings and loan companies) are registered and licensed under the 1963 Companies Code, the 1993 NBFI Law, and the 2002 Bank of Ghana Act. The Bank of Ghana administers registration of privately-owned limited liability companies. There are no restrictions on registration and licensing. Foreign investors are required to show evidence of foreign currency and asset importation. 

The registration of credit unions is authorized by the Department of Cooperatives and credit unions are required to organize legally as a member-owned cooperative society. 

Some NGOs are registered under the Law on Trusts and Charitable Institutions, however, for corporate entities, registration is filed under the 1963 Companies Code. Organizations must organize legally as trusts, charitable institutions, or privately-owned companies limited by guarantee.  

Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Ghana

According to the World Bank, in 2004, Ghana’s formal and semiformal MFI sector reached approximately 1.5 million clients, with less than 30% receiving loans. This statistic includes 115 licensed RCBs that serve over one million depositors and 150,000 borrowers; 9 licensed savings and loan companies that have more than 160,000 depositors and 10,000 borrowers; and 253 credit unions that serve more than 120,000 members. Some 60,000 borrowing clients are served by 50 microcredit NGOs. However, most of these NGOs have fewer than 1,000 clients each. 

Legally registered in 1998, Micro Finance Network (GHAMFIN) has 70 members of regulated and non-regulated MFIs that serve 26,000 clients.  GHAMFIN provides education, financial training, and policy advocacy services, according to Women’s World Banking,
National Committee Activities in Ghana
Ghana has established a National Committee with members from the government, bank associations, nonprofits, NGOs, and multilateral agencies. Ghana held an event in November 2004 to launch the International Year of Microcredit. The National Committee is engaging in activities to commemorate the Year and to increase awareness about microfinance as a tool for poverty reduction in Ghana. It is planning activities for the celebration of the Year with key players participating in the celebrations. The National Committee is also focused on engaging the private sector in its efforts. Ghana is holding meetings, conferences, and special events to discuss best practices, promote public awareness, and enhance the performance of the microfinance sector. It is also developing a website. The National Committee is working to improve training and tools, supervision, and regulation. It is developing strategies and recommendations to make microfinance an effective tool for building inclusive and sustainable financial services for the economically active poor and as a means to achieving the MDGs in Ghana. The Committee is producing a report with recommendations on a National Strategic Framework for Microfinance in Ghana. It also participating in the GMA Programme. 
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