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THE SERVICES SECTOR IN THE ECONOMY OF GHANA

K. Addomah - Gvabaah. Ghana Statistical Service

The Services Sector in the economy of Ghana covers a range of tertiary economic activities

subdivided into Transport. Storage and Communications;Wholesale and Retail Trade. Restaurants

and Hotels: Finance. Insurance. Real Estate and BusinessServices; Government Services;

Community. Social and Personal Services; and Producers of Private non-profit Services. The Sector

has benefited from recent growth in other Sectors and over the period 1990 - 1995 recorded strong

annual growth ranging from 4.9 per cent to 8.2 per cent. Tables I A. IB and 1C set out the total

value which each of the main Services Sub-sectors contributed to Real GDP together with their

percentage contribution to the Services Sector and annual rate of growth.

TABLE 1A: SERVICES SECTOR: GDP AT CONSTANT 1975 PRICES. 1990 -1995

MILLION CEDIS

1990 1991 1992 1993 1994 1995

SERVICES TOTAL 2980.8 3135.1 3391.4 3634.1 3816.9 4004.2

SUB-SECTORS

Transport, Storage and

Communication

Wholesale and Retail Trade,

Restaurants and Hotels

Finance, Insurance, Real

Estate and Business Services

Government Services

Community, Social & Personal

Services

Producers of Private non

profit Services

TABLE 1B: SERVICES SECTOR: GDP AT CONSTANT 1975 PRICES % DISTRIBUTION

1991 1992 1993 1994 1995

SERVICES TOTAL 43.5 45.2 46.2 46.7 46.9

SUB-SECTORS

Transport, Storage and

Communication

Wholesale and Retail Trade,

Restaurants and Hotels

Finance, Insurance, Real

Estate and Business Services

Government Services

Community, Social & Personal

Services

Producers of Private non

profit Services

366.7

968.2

628.2

861.0

112.9

43.8

390.2

1050.5

662.7

872.2

114.8

44.7

423.3

1156.6

705.8

942.0

117.7

46.1

454.2

1251.5

748.1

1011.7

121.4

47.2

481.9

1320.3

778.0

1063.3

124.9

48.4

502.2

1406.1

801.4

1116.4

128.2

49.9

5.4

14.6

9.2

12.1

1.6

0.6

5.6

15.4

9.4

12.6

1.6

0.6

5.8

15.9

9.5

12.9

1.5

0.6

5.9

16.2

9.5

13.0

1.5

0.6

5.9

16.5

9.4

13.1

1.5

0.6



12.2

10.9

7.3

3.8

5.8

7.6

6.4

8.5

5.5

1.3

1.7

2.1

8.5

10.1

6.5

8.0

2.5

3.1

7.3

8.2

6.0

7.4

3.2

2.4

6.1

5.5

4.0

5.1

2.9

2.5

4.2

6.5

3.0

5.0

2.7

3.1

TABLE 1C: SERVICES SECTOR: GDP AT CONSTANT 1975 PRICES

GROWTH RATES

1990 1991 1992 1993 1994 1995

SERVICES TOTAL 7.9 5.2 8.2 7.2 5.0 4.9

SUB-SECTORS

Transport, Storage and

Communication

Wholesale and Retail Trade,

Restaurants and Hotels

Finance, Insurance, Real

Estate and Business Services

Government Services

Community, Social & Personal

Services

Producers of Private non

profit Services

The National Accounts of Ghana are compiled at both current and constant prices and

published in a number of tables by the Ghana Statistical Service. Some of the tables show the

components of Gross Domestic product by industry while the others present GDP (plus factor

income and transfers from overseas) from an expenditure standpoint. The expenditure side of the

accounts is derived by adding imports of goods and services to value added so as to provide an

estimate of total supply. Netting out intermediate consumption and deducting imports, investment,

and government final consumption expenditure, leaves private final consumption expenditure as a

residual. The basic methodology for calculating current price estimates of gross output and

intermediate consumption for each industry is as set out by Singal and Nartey (1971) in ''Sources

and Methods of Estimating National Income at Current Prices in Ghana" published by the Central

Bureau of Statistics in 1971" and the corresponding constant price estimates by Singal "Constant

Price Estimates of Gross Domestic Prr luct in Ghana" also published by the Central Bureau of

Statistics in 1973. The constant price methodology has since been updated by altering the reference

year to 1975.

Although there is no separate entry in the accounts for informal activity such activity exists

in almost every sector and this is reflected to a greater or lesser extent in the estimation methods and

hence in the estimates derived. It is worth mentioning that the estimation methods for the national

accounts in Ghana are currently undergoing major changes (in part to incorporate the results of the

Ghana Livins Standard Survey (GLSS).



Sectoral estimation methodology

Wholesale and Retail Trade

The Wholesale and Retail Trade Hotels and Restaurants sub-sector account for more than

one haif of the total output of the Services Sector making it the second largest sub-sector of the

economy after Crops and Livestock. The sub-sector has benefited from the trade liberalization

policies pursued under the Structural Adjustment Programme (SAP). A large number of informal

sector units participate in the distributive trades sector. The estimates for the sector are compiled

under the following commodity sub-headings: imported goods, locally manufactured goods,

agricultural products, forest products, fish, livestock and petroleum products retailing.

Although formal sector enterprises carry out almost all wholesale trading activities they

accourt for only a small proportion of retail trade activities. The number of persons in the informal

sector who are engaged in retail trading is so large and. by definition, so unorganized that it has

been extremely difficult to identify the statistical units to collect any meaningful information.

Therefore, although it has been possible for some time to collect data on activities of the formal

sector enterprises engaged in wholesale trade, data relating to informal sector operators cannot

easily 4c compiled. Consequently coverage of this activity is incomplete.

On account of these handicaps, the estimation of the domestic product arising from

distributive trade in commodities other than petroleum products retailing have only been achieved

by the commodity flow method. The production and value of output of all commodities entering

domestic trade are established under their different commodity groupings. By applying ratios which

have been established previously, estimates oH the proportion of each of the different types of goods

and commodities traded domestically can be calculated. Furthermore, by applying previous

estimates of the ratios of trade margins to gross outputs, values of the gross output of trade services

can be derived. Thereafter previously derived percentages of intermediate consumption and

depreciation are applied to the gross output values in order to arrive at value added. This method

covers both formal and informal activities although as noted above the coverage of informal sector

activity may be incomplete. This will probably remain as the general methodology for the time

being although surveys are being carried out to improve the estimates of the benchmark ratios used

and hence of the resulting estimates of value added.



Restaurants and Hotels

Alongside efforts to improve the estimates for the distributive trades, the coverage for the

estimation of formal sector operations under hotels and restaurant activities is also being improved

by the use of revised list of establishments and operators obtained from Ghana Tourist Board. The

list is used to draw a sample which is then surveyed so that the information from this sample is used

to provide estimates of total activity based on the collections of hotel and restaurant taxes.

However, we are yet to improve on estimates of informal sector activities relating to the operations

of chopbars. cafes and other eating and drinking establishments since many of these establishments

are not registered with the Ghana Tourist Board and also do not pay restaurant and hotel taxes.

Transport, Storage and Communication

The provision of "ansport infrastructure is entirely the responsibilty of the public sector. At

present the public sector has a monopoly of rail, internal air and inland water transport. There is also

a considerable involvement in road transport. A large majority of both passenger and freight traffic

is carried by the road trasport services. Analysis of this broad sub-sector is divided into the

following subdivisions.

(i) Land transport

• Railway transport services

• Road transport services, subdivided into

- State-owned commercial road transport services.

- Private commercial road passenger transport services

- Freight transport by road.

(ii) Water transport

• Ocean and inland water transport services

• Supporting services to water transport.

(iii) Airtransport

(iv) Services allied to transport

(v) Storage and warehousing services

(vi) Communication services.
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Informal sector activities are highly prevalent in the sub-sectors of private commercial road

passenger transportation serv,ces as well as freight transport services by road. Benchmark survey

inquiries have been carried out to compute per veh.cle average income or earnings, average values

of intermediate consumption, indirect tax payments, and average amounts of salaries, wages,

allowances and other forms of compensations paid to employee drivers, driver mates and other

persons who render direct services in the running of the transport. The inquiries cover a cross-

section rf the various classes of vehicles under the following class groupings:-

(a) Passenger buses and other passenger vehicles

• Long distance passenger buses and vehicles

• Short distance passenger buses and vehicles

• Trotro service buses and vehicles which operate within cities and town areas

• Taxi services.

(b) Cargo/tipper and other freight haulage vehicles

• Articulated trucks and vehicles which convey cocoa, imported goods and other

manufactured goods etc.

• Cargo trucks, which convey agricultural produce, salt, sawn timber and other timber

products, charcoal and firewood etc.

• Container cargo vehicles

• Tipper trucks which convey sand and stone.

In the absence of data on the annual population of vehicles in Ghana, the yearly figures on

the roadworthy certificates of private commercial vehicles and buses provided by the Licensing Unit

of the Motor Vehicles Division of the Ghana Police Service are used to derive motor vehicle

population data from which the value of gross output and other components of the value added

estimates for the private commercial road transport sector are computed. The last time such a

bench mark inquiry was carried out was in 1988. Another benchmark survey is planned to be

carried out during the last quarter of this year to revise the existing benchmark ratios. Informal

activity also exists in water transport services but transport services operated by canoe and other

units on rivers, lagoons and lakes are not covered in the present estimates.

Under the subsector concerning 'services allied to transport', many of the operating units

relating to forwarding and removing activities and shipping agents as well as tour operators and

travel agencies fall under the category of informal employers. These are sampled using the
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Statistical Service's establishment register. However since many shipping agents are not fully

organized units, the coverage and the quality of data supplied by the agents fall short of desired

levels. In particular many of the units operating under storage and warehousing services are small

unorganized units and are not registered operators. Many such unregistered units are found under

'cold storage services'. These units own deep freezers and carry out preservation, of food. fish. etc.

on a fee basis to customers.

Financial, Insurance and Business Services

At first sight these services seem just as unlikely to be candidates for informal activity.

However, evidence suggests the existence of informal money lending on quite a large scale. This

activity is not covered in the present methodology and unfortunately it has been difficult to identify

such activities from even an extensive household survey like the Ghana Living Standard Survey

(GLSS). Formal financial activity is measured using surveys based on the registers of the Bank of

Ghana and direct information from the commercial banks and insurance companies.

Real Estate Services

GDP estimates for real estate services are compiled as a subsector within the major sector of

'Finance. Insurance. Real Estate and Business Services'. In Ghana, this subsector embraces income

generated largely from rental and owner-occupied dwellings and apartments owned by members of

the family occupying the unit. Prior to 1992. estimates were compiled for actual and imputed rental

of dwellings only. The activities now covered in the sector encompass the following:-

• the letting, management and operation of real estate, such as non-residential buildings,

apartment buildings and dwellings.

• developers and builders of residential and industrial estates.

• estate agents, brokers and managers engaged in renting, buying, selling, managing and

appraising real estate on contract or fee basis.

In our efforts to improve these estimates, information is being sought from a cross-section

of over 146 operating units who are registered members of the Ghana Real Estate Developers

Association (GREDA). It is our hope to present a new analysis for the real estate services under the

following categories:
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(i) Domestic product from owner-occupied and rental dwellings

(ii) Domestic product from publicly-owned real estate organizations (namely the State Housing

Corporation and SSNIT Real Estate Development Division),

(iii) Domestic product from privately-owned real estate units or enterprises.

Domestic product generated by real estate services from owner-occupied and rental

dwellings can be considered as operations of informal own-account enterprises. Due to inadequate

inforrruiion on this sub-sector, data used for preparing estimates are obtained from growth rates of

urban .ind rural households computed from the 1970 and 1984 Population Census records. These

growth rates are used to project yearly rental estimates drawn from the second round of the GLSS.

In the final stage of the computation the rent index from the CPI is used to calculate the value of the

gross output in respect of the imputed rents of owner-occupied dwellings as well as all rental units

in the country. Estimates of intermediate consumption is assumed to be equal to one twelfth of

gross output (that is, one month's total rent payable for the whole country).

""he compilation of GDP estimates for the publicly-owned real estate organizations and the

private lv-owned enterprises all fall under the formal sector activities and are measured using public

record; and surveys of registered operators.

Business Services

Output is estimated using surveys relying on the membership lists of professional

organisations including lawyers, doctors engineers, accountants etc. These exclude any attributable

output of informal sector activity.

Government Services, Public Sector Aid and Development

The sub-sector represents the activities of Government Ministries and Departments and

agencies and is the second largest Services sub-sector in the economy. Again, the question of

informal activity is not relevant since by definition we are dealing with the public sector. Data is

drawn from public records.

Private Non-Profit Organizations:

By definition these are registered organizations and thus are unquestionably formal. The

Ghana Statistical Service measures such activity for national accounts purposes by direct inquiry



using a list of private non-profit organizations. Efforts are underway currently to update this

methodology by relying on employment records coupled with sample surveys of more organized

establishments such as schools and hospitals.

Community, Social and Personal Services

This sector covers a vast array of mostly small service activities many of which are in the

informal sector. Coverage has traditionally been based on occupational data from the Population

Census projected forward using the growth of work force together with assumptions about average

earnings in each occupation. This method is currently being improved by establishment surveys of

some important personal services such as hairdressing. However, this may be an area where the

GLSS data will be extremely important.

Conclusions

The extent to which the informal sector is covered in the present National Accounts

methodology varies considerably from sector to sector. However, even where the present coverage

is most comprehensive and of highest quality it may still be possible to improve it using data from

well designed sample surveys.
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