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1.0 Introduction

In Ghana, politicians and policymakers con-
tinue to remind citizens of their obligation to 
pay tax. Tax revenues are required by govern-

ment to provide many of the services citizens 
expect from the state. Yet the tax effort remains 
low and declining. Ghana collects only 16 per-
cent of its Gross Domestic Product (GDP) in 
taxes. The figure compares favorably with what 
pertains in much of Sub-Saharan Africa. But it is 
much lower than Ghana’s peers in the league of 
Middle Income Countries (MIC).  

The expenditures for which taxes are collect-
ed are high and growing. In 2019, government 
expenditure is projected at approximately 23 
percent of GDP. Taxes will just be around 16 

percent of GDP. This means that tax revenues 
are not adequate in funding the expenditures. 
This is the primary reason for the perennial fiscal 
deficit that has characterized Ghana’s economy 
for several years. 

This report attempts to explain the continuous 
decline in tax revenues and the tax efforts de-
spite the consistent expansion of the economy 
as captured by the growth of GDP. Why is Ghana 
like most countries in Africa not collecting as 
much tax as the expansion of the economy? 
Many explanations have been offered both in 
the academic and policy literature on taxation. 
Among these explanations are the large informal 
economy in Ghana and the low capacity of the 
tax collection agencies, tax evasion and avoid-
ance, transfer pricing and profit shifting among 
other explanations. 
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In recent times, tax experts and organizations 
concerned about the low regime of tax revenues 
have focused on the taxes that the state give up 
or forgo deliberately. Stated different, the focus 
has shifted to the large amounts of tax revenues 
that the state continues to forgo in the name of 
exemptions that are supposedly meant to attract 
investments and boost economic growth. 

This report analysis the tax exemptions regime 
in Ghana with a special focus on exemptions in 
the so-called Special Economic Zones (SEZ) or 
what is commonly known in Ghana as the Free 
Zones Enclave. The report examines five main 
issues including the nature of the incentives 
offered, the monetary cost of the incentives to 
the government and people of Ghana, the sunk 
cost to government in the development of the 
enclave, the impact of the revenue losses on 
resource mobilization and the working condi-
tions of workers in the beneficiary free zones 
companies. 

2.0 Structure of the 
report
Following the short introduction, the remainder 
of the report is structured as follows: The scope 
of analysis and methodology are presented in 
sections 3 and 4. Section 5 is devoted to the 
background to the study, while section reviews 
the literature on tax incentives and Foreign 
Direct Investment. Section 7 looks at the incen-
tives framework in Ghana. Section 8 analyses 
the Export Processing or Free Zones in Ghana 
focusing on the objectives, incentives, the ben-
efits and costs. Section 9 is devoted to analyses 
of the employment and industrial relations in the 
free zones. Section 10 provides the summary 
and conclusions

3.0 Scope of 
Analysis
Three main aspects of the Special Economic 
Zones in Ghana are discussed in the report. The 
first is the nature of the incentives that are cur-
rently offered to companies that invest in Ghana’s 
free zones enclaves. This will encompass both 
the tax and non-tax incentives. The second as-
pect is the implication of the incentives for tax 
revenues and domestic resource mobilization. 
Attempts will be made to quantify or estimate 
the direct revenue losses or gains emanating 
from the incentives. The third and final aspect 
will be the evaluation of the employment of the 
special economic zones. Employment creation 
is often held up as one of the reasons for the 
granting of tax incentives. The report analysis 
the amounts and nature of jobs created in the 
Special Economic Zones.   

4.0 Methodology 
Assessing official information in Ghana is dif-
ficult. While the Free Zones Board and the en-
claves it operates occasionally pops up in the 
news, very little is known or available in the pub-
lic domain about the Board, the companies and 
their activities in the enclaves. The last annual 
report of the Ghana Free Zones Board dates 
back to 2014. Given the increasing attention 
being paid in recent times to the issues of tax 
and tax exemptions, officials remain tightlipped 
about activities in the enclaves particularly is-
sues around incentives. 

In the face of the data challenges, the analyses 
have to rely on a mixture of approaches. The first 
involved a detailed desk review of the literature 
on Special Economic Zones and their associ-
ated need for tax exemptions. The review also 
involved the general tax exemptions regime in 
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Ghana and their impact on resource mobilization 
and the provision of public services. 

The methodology also included interviews of 
revenue officials and officials at the Ghana Free 
Zones Board. Interviews were also conduct-
ed with experts in the field of tax policy. Most 
of these experts are working in Civil Society 
Organizations with strong track record of ana-
lyzing tax revenues in Ghana. Finally, large 
amounts of data were collected on employment 
and working conditions in two of the beneficiary 
companies in the free zones enclaves. The data 
gathered included the amount of jobs provided, 
wages and other working conditions including 
rights at work.   
     

5.0 Background 
In the early phase of the Washington Consensus 
(WC), which underlined neoliberal economics, 
Foreign Direct Investment (FDI) was elevated 
to the position of prominence. In Africa, the 
Structural Adjustment Programme (SAP), foist-
ed on countries export-led growth and devel-
opment paradigm. Since most countries were 
already facing a burgeoning debt crisis, invest-
ment capital was hard to obtain at home. Most 
countries did not even have a domestic capital 
market then. The appropriate and indeed only 
route to raising capital for investment in export 
firms was through the attraction of foreign direct 
investment.   

In the 10-point principles of the Washington 
Consensus as outlined by Bakvis (2011), point 
6 asked countries to adopt outward-oriented 
economic policy (export-led growth). And point 
7 admonished countries to remove restrictions 
on foreign direct investments since that was 
the only way to attract investments into ex-
porting sectors and create employment. Since 
then countries particularly in Africa have be-
come hooked on the FDI dosage. Governments 
have adopted several measures to attract FDI. 

The measures adopted have included liberaliz-
ing laws including investment and labour laws, 
offer of guarantees for repatriation of profits, 
providing mechanisms for the settlement of in-
vestment disputes, and sometimes outside of 
national courts (UN, 2000).  Prominent in the 
promotional efforts of countries to attract FDI 
has been the granting overly generous tax in-
centives including full or partial tax holidays and 
tax rate reductions. In addition to these specific 
incentives, countries are endeavoring to create 
what has become known as “enabling environ-
ment” for the attraction and retention of foreign 
capital.     

In line with the objective of promoting export 
and generating the needed foreign capital, the 
FDI promotional strategies of countries only ob-
ligate beneficiary firms (mostly multinationals) 
to undertake exports of specified proportion of 
their outputs. Most countries implemented the 
Export Processing Zones (EPZ) or Free Zones 
concept that provide special incentives to firms 
that locate in the zones. Export incentives are 
often the most generous, applying to nearly all 
taxes. Other incentives tend to be selective of 
activities with full or partial exemptions.    

In the sections that follow we review the litera-
ture about the tax incentives and the attraction 
and retention of foreign direct investment. The 
review also addresses the important questions 
of the impact of FDI and the cost to countries 
and communities for providing such incentives.  
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6.0 Tax Incentives 
and FDI 
Governments especially those of developing 
countries make use of investment incentives in 
their quest to attract foreign direct investments. 
The competition for investment capital has led 
to the proliferation of all manner of incentives. 
These include tax holidays, import duty exemp-
tions, investment/capital allowances, accelerat-
ed depreciation, repatriation of profits and spe-
cial mechanism for the settlement of investment 
disputes among others. Countries also give as-
surances of low wages and investor-friendly la-
bour law regime that often prohibit trade unions 
in certain activities.  

These incentives and assurances are given with 
the aim of attracting foreign firms with capital to 
invest in the country providing them. The invest-
ment is intended to create employment and in 
the case of export incentives they are to raise 
the capacity of the country to earn foreign ex-
change. However, the effectiveness or other-
wise of the incentives in attracting FDI is hotly 
debated. Another important aspect of the de-
bate is when FDI is attracted what is the nature 
of the FDI and in what sectors of the economy? 
And what are the impacts of the FDI on commu-
nities and people? These are questions of in-
tense public interest. 

6. 1 Economic case for 
incentives 
The economic case for tax incentives have been 
positively highlighted by a number of writers 
such as Joosung Jun. Apart from the investment 
capital, FDI is envisaged to facilitate technolo-
gy transfer, organizational and managerial prac-
tices and skills access to international markets 
all of which are presumed to be what countries 
require to advance their development. And giv-
en the scarcity of investible capital around the 
world countries that desire to have FDI must 
offer owners of capital and their firms’ conces-
sions including fiscal ones. In Africa, where 
countries face several geographical disadvan-
tages, the case for generous incentives is made 
even stronger. 

The economic argument runs as follows: tax 
incentives are a way in which government can 
help firms reduce the cost of capital for high 
risks such as financial intermediation, petroleum 
exploration and prospecting for mines and man-
ufacturing. The costs reductions made possible 
by incentives offset the many risks firms face 
while investing in some locations or in some 
specific activities. For example, foreign inves-
tors are assumed to look favourably at countries 
with lower tax rate compared to the international 
rates as lower tax rate purportedly signal to in-
vestor that government is deferring to markets 
in determining profitable investments (Morisset, 
undated). 

The granting of incentives and the subsequent 
attraction of FDI do not just bring capital but 
equally important FDI has positive external 
spillovers such as diffusion of new knowledge 
(technology) and ways of doing things, skills 
upgrading for the domestic workforce, and in-
vestment in Research and Development (R&D). 
These externalities and the benefits thereof go 
directly to the host country; the investor does 
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not and has no way of capturing them. The most 
cited example of this kind of positive externality 
is the training in skills, which a foreign investor 
may provide to local staff some whom may leave 
the company to work for other companies/or-
ganizations in the economy. The investor needs 
to be compensated for the loss, which inciden-
tally is a gain to the domestic economy. The 
compensation is offered in the form of fiscal in-
centives that are provided upfront even before 
the investment is made. 

In other words, because it is not possible for 
an investor to fully internalize the benefits from 
their investment activities, incentives are justi-
fied. If it were possible to internalize the ben-
eficial effects to other sectors of the economy, 
the rate of return will be fully captured by the 
investor and incentives will not be justified (UN, 
2000). In the real world this will not be the case. 

Beyond the economic justification two addition-
al questions remain about the granting of incen-
tives. The first is the question of whether incen-
tives actually trigger the inflow of foreign direct 
investment. The second issue relate to the reve-
nue but also development implications of incen-
tives. The first question is both a theoretical and 
empirical question. Theoretically, as we have 
mentioned incentives in the form of import duty 
exemptions could help firms to reduce their pro-
duction cost. Also exemptions from corporate 
tax or reduced corporate tax rates should help 
boost profitability of firms. The combination of 
the two ordinarily should induce firms to invest 
in countries offering such incentives. 

6.2 The Reality of 
Incentives and FDI
The empirical effect of incentives on the flow 
of FDI has, however been rather ambiguous. 
In the last few years evidence from time-series 
econometric analyses and several surveys have 
revealed that tax incentives are not the most 

important factor for the flow of FDI. But this em-
pirical finding is also consistent with the finding 
that in the last few years, FDI has increased rap-
idly in tax havens (territories that offer ultra-gen-
erous tax incentives). The spectacular devel-
opment of Ireland owes much to the attraction 
of large amounts of FDI made possible by the 
country’s tax incentives regime. In the European 
Union, North America Free Trade Area and South 
East Asia the evidence points to tax rates and 
incentives as key drivers of the location of firms.  

In Sub-Saharan Africa, countries have fared bad-
ly when it comes to attracting FDI. This is in spite 
of the granting of large amounts of tax and oth-
er incentives, in what has become a dirty-race-
to-the-bottom by countries to attract FDI. The 
few FDI that has come to Africa has gone into 
the natural resource sector. Countries such as 
Angola and Nigeria have attracted large amounts 
of FDI not because they were the most gener-
ous in granting incentives but primarily of their 
mineral wealth. 

The evidence thus points to the secondary 
role of incentives in influencing the flow of FDI. 
Incentives are not more important for inves-
tors than fundamental structural determinants. 
Among these structural factors are basic eco-
nomic and social infrastructure, political stability 
and governance culture, costs of doing busi-
ness and the skills level of the workforce. While 
incentives can play a role in attracting FDI its 
effectiveness depend substantially on the busi-
ness climate and how investors perceive that 
climate. Countries with poor investment climate 
or that are perceived so, or low level of develop-
ment attract less FDI regardless of the generos-
ity of their incentives regime. Doing something 
about business climate and how it is perceived 
can be more effective in attracting FDI than 
granting fiscal concessions. 

A recent economic study conducted by 
the World Bank Group and the International 
Monetary Fund on how corporate tax rates and 
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tax incentives affected FDI in 40 Latin American, 
Caribbean and African countries concluded that 
fiscal incentives do not effectively counterbal-
ance unattractive investment climate conditions 
such as macroeconomic instability, infrastruc-
ture and weak governance. Rolf and Whites 
(1991) also found that tax incentives had a small 
effect of FDI. According to them, tax incentives 
and import duty exemptions were unlikely to at-
tract FDI if no non-tax factors were favorable.

Maya Forstater in her publication about how tax 
incentives impact investment, she asserted that 
tax incentives are more likely to be ineffective 
in the face of unattractive investment environ-
ment. She gave three reasons why that is so, 
first of them being the cost incurred by these 
investors when business cost increases due to 
lack or inefficient supply of electricity and infra-
structure. Secondly, the general perception of 
country – risk raises the investors hurdle rate for 
investment and lastly, this perception also re-
duces the trust that companies put in the spe-
cific tax incentives, leading them to discount 
the value of tax breaks promised.

The issues around the fiscal and development 
impacts of incentives have also been explored 
extensively. In their attempt to present an attrac-
tive investment climate, countries in Africa are 
not sanitizing their political, business and social 
environment. Rather, countries are racing to the 
bottom in a bidding war to offer the steepest tax 
cuts to potential investors. In this ‘war’ coun-
tries are prioritizing the needs of corporations 
over the development concerns of citizens. The 
fiscal costs can be huge and it comes in two 
forms. First is the cost of directly foregoing rev-
enues that would otherwise accrue to the state. 
Tunisia is estimated to have lost 20 percent of 
total private investments in the country to tax in-
centives. In 1996 the U.S. state of Alabama paid 
Mercedes Benz a subsidy of US$200,000 per 
employee, while Germany paid Dow Chemical 
an astounding US$3,400,000 per employee 
(Moran 1998). 

In a more recent example, the Government of 
Ghana granted import duty exemptions totaling 
US$834 million to Meridian Port Services (MPS), 
a Consortium of international firms, which is un-
dertaking a port expansion programme at the 
Port of Tema in addition to other lavish conces-
sions. This is at a time when the country is run-
ning large fiscal deficits and is struggling to meet 
increased demand for education and health and 
keep its lights on. 

In all of this, the question that begs for answer 
is whether the new investment or the FDI would 
have come without the costly incentives. This 
is difficult to answer a priori. It depends on the 
nature of investments being sought. It is diffi-
cult to tell if MPS would have undertaken the 
expansion project in the absence of the large 
tax incentives. However, in the natural resource 
sector where fiscal concessions appear to be 
the norm in Africa, it is almost certain that invest-
ment will occur without the costly incentives. 
A multinational company, can only mine gold 
where there is gold; we therefore, do not have 
to offer incentives to a gold mining firm to invest 
in a goldmine. In such investments, investors 
do not require incentives to operate and to be 
profitable. In such cases, investors gain at the 
expense of citizens.  
    
There are other hidden costs to incentives. 
Incentives can generate rapid response from 
investors looking at short-term returns/profits. 
According to the World Bank, tax incentive re-
gimes in developing countries often suffer weak 
design, lack of transparency and cumbersome 
administration, all of these breed economic dis-
tortions, red tape and corruption. 
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7.0 Incentives 
Regime in Ghana
In broad terms incentives are any measurable 
advantages offered to specific firms or category 
of firms by a Government with a view to alter the 
behavior of such firms. This may include meas-
ures design to augment the rate of return on an 
investment or to reduce the costs or risks of an 
investment. Incentives to attract FDI or even do-
mestic investment are in general discriminatory 
and are distinct from wider non-discriminato-
ry policies such as provision of infrastructure, 
strengthening of the legal and regulatory frame-
work for investments and fiscal environment for 
investment.  

A specific form of incentives that is often used 
particularly in developing countries is tax incen-
tives. Tax incentives are deliberate exemptions 
or concessions from a tax liability enacted into 
law or secured through special agreement. Tax 
incentives provide exceptions to the general tax 

law. The intension is to lower the tax burden of 
firms investing particular sectors, projects of lo-
cations. Examples of tax incentives will include 
reduced tax rates on profits, tax holidays, accel-
erated depreciation of capital, and carry forward 
losses reduced/exemptions from import tariffs 
among others. Tax incentives could also include 
increase import tariffs levied on imported sub-
stitutes to protect and preserve domestic mar-
kets for firms producing for that market.    

As mentioned earlier, these tax incentives often 
emanate from law even though there could be 
specific arrangements to offer incentives out-
side of the law. The fundamental law relating to 
tax in Ghana and which underlines tax incentives 
is the Internal Revenue Act (Act 592, 2001). Act 
592 emanates from the Income Tax Decree of 
1975 (SMCD, 5). This Act and other sector-spe-
cific legislations (including agreements), form 
the corpus of laws that form the basis for tax in-
centives in Ghana. These laws reflect the shift 
towards outward-oriented economic policy in 
which increasing exports have become key 
economic policy objective. The attraction of FDI 
is seen as critical for the export objective. And 
given the many disadvantages countries like 
Ghana suffers in attracting FDI, economic policy 
also emphasized lowering taxes for corporations 
as the country turns to broad-based consump-
tion taxation.   
 
The tax laws and agreements that offer incen-
tives for investments in Ghana are listed below:
 

 z Internal Revenue Act 2000 (ACT 592) as 
amended;

 z Internal Revenue Regulation 2001(LI 1675);
 z Value Added Tax Act 1998 (ACT 546) as 

amended;
 z Value Added Regulations 1998 (LI 1648);
 z Customs, Excise and Preventive Service 

(Management) Law 2003 Act (PNDCL 330) 
as amended;

 z The Ghana Investment Promotion Centre 
Act 1994 (478), Additional incentives for 
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the tourism industry were created through 
Ghana Investment Promotion Centre 
(Promotion of Tourism) Instrument, 2005 
L.I. 1817. 

 z The GIPC Act of 1994 has been replaced by 
the new GIPC law, Act 856 of 2013

 z Ghana Free Zones ACT 1995(504) as 
amended; Minerals and Mining Act 
2006(ACT 703) Minerals (Royalties) 
Regulations 1987 (LI 1349) Petroleum 
Income Tax Law 1987 (PNDCL 188)

 z Ghana Revenue Authority 2009 ACT (791)
 z Ghana National Petroleum Corporation 

Model Agreement

7.1 Tax Incentives in Ghana 
Like most developing countries, Ghana offers 
an array of tax incentives as part of a general 
package to increase Foreign Direct Investments 
These incentives include but not limited to cor-
porate income tax rates incentives, tax holidays, 
location incentives, Free Zones, and capital al-
lowance among others. Below, the specific in-
centives offered and provided by the various 
legislations are categorized:   

7.1.1 Sectoral Incentives 

Specific tax incentives are offered to firms in-
vesting in agriculture, hotels, manufacturing, 
construction import and export and other ac-
tivities detailed in the Ghana Investment Code 
and the Income Tax Act. Firms investing in the 
hotel and tourism industry are taxed at 22 per-
cent, banks’ incomes from loans granted to 
firms investing in farming/agriculture and to 
leasing companies are taxed at 20 percent; rural 
and community banks have 10 year tax holiday 
after which they pay a corporate tax of 8 per-
cent. Companies that list on the Ghana Stock 
Exchange (GSE) face a tax rate of 22 percent. 
These rates compare with a general corporate 
tax rate of 25 percent. 

7.1.2 Location Incentives

Location Incentives are given to investors in the 
Manufacturing and agro-processing companies 
who locate their businesses out of Tema, Accra 
and Kumasi. This is done to ensure regional bal-
ance in economic growth and development. The 
Ghana Investment Promotion Center Act, 2013 
(Act, 865) makes provision for these incentives  

* With the exception of Accra (capital) and 
Tema (Industrial City), all other regional 
capitals enjoy a tax rebate of 25%; 

* All other places in Ghana other than the 
ten (16) Regional Capitals and Tema enjoy 
a tax rebate of 50%; 

* For agro-processing (value addition in the 
cocoa sub-sector) any processing with 
sub-standard cocoa beans, cocoa husks 
and other cocoa wastes as the predomi-
nant raw material qualifies for location in-
centives as follows: 

 z Regional Capitals other than Accra and Tema 
has a tax incentive rebate of 90% of the 
applicable corporate rate (25%).

 z Any investment of the kind in Accra or Tema 
has a tax incentive rebate of 80% of the 
applicable corporate rate.

 z Other locations outside the regional capitals 
and the entire Northern, Upper West and 
East Regions have a 100% incentive rebate 
on the applicable tax rate.  

Despite these generous fiscal concessions, the 
bulk of investments in Ghana including the flow 
of FDI have concentrated in the Greater Accra 
Metropolitan Area (GAMA) comprising Accra and 
Tema. The Western and Ashanti regions have 
also received substantial FDI primarily because 
of the concentration of mining (and lately oil 
in the western region) activities in the two re-
gions. Together, Accra, Ashanti and Western 
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regions have received about 80 percent of all 
investment into Ghana. This pattern in terms of 
quantum and direction of investments within the 
country has persisted despite the many incen-
tives targeted at getting investments into other 
parts of the country. The miniscule impacts of 
the locational tax incentives confirm the earlier 
observation that perhaps tax incentives are sec-
ondary to other fundamental factors that drive 
the locational decisions of investors.  
 
7.1.3 Tax Holidays

Tax holidays are wrapped in the infant industry 
argument for supporting or even protecting in-
vestors. The argument is that market failures 
prevent the regains over time from an invest-
ment resulting from decreasing unit cost and 
learning by doing. 

Investors in Ghana are given tax Holidays ranging 
from 5 to 15 years from the start of operations. 
This is to afford the opportunity to recoup their 
investments before paying taxes. This is meant 
to protect new companies into maturity and to 
outbid other countries in the sub-region in the 
fierce competition for FDI. 

This is meant to help the country stay afloat in 
the competition with other African countries for 
FDI’s and shelter new companies to survive. Tax 
holidays offered in Ghana include the following:

 z Tree crop farmers (mango, sheanuts, cashew, 
coffee, oil palm, rubber and coconut) have 
10 years tax exemption from the date of first 
harvest;

 z Cash crop farmers (groundnuts, cassava, 
yam, rice, pineapples, maize, etc.) are 
granted 5 years tax exemption from the date 
of commencement of farming.

 z Commercial Processors of cocoa by-products 
have 5 years income tax exemption from the 
date of commencement of operation;

 z Cattle ranchers have 10 years from date of 
start of business

 z Poultry and other livestock including fish 
farmers also have 5 years from the start of 
business

 z Agro-processing companies are granted 5 
years income tax exemption from the start of 
business.

 z Producers of canned, packaged or processed 
meat, fish and crop products have 3 years 
exemptions from the date of commencement 
of business.

 z Companies registered under Ghana Export 
Processing Zones (Free Zones) have 
tax holidays for 10 years from the start of 
operation

 z The income of a company whose principal 
activity is the processing of waste including 
recycling of plastic and polythene material 
for agricultural or commercial purposes is 
exempt from tax for a period of seven years of 
assessment commencing from and including 
the year in which commercial production 
commences.

 z The income accruing to a company engaged 
in the construction for sale or rental of 
residential premises during the first five years 
following the commencement of operations 
of the company is exempt from tax. 

 z The rental income from any residential or 
commercial premises is also exempt from 
tax for first five years following completion of 
the construction of such premises.  

7.1.4 Corporate Income Tax Rates Incentives

Many businesses and organizations benefit 
from corporate income tax rates incentives at 
various stages in the development of Ghana. 
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Corporate income tax rates incentives were in-
troduced to deliberately increase Ghana’s com-
petitiveness with other African countries for the 
inflow of FDI’s. Since the Economic Recovery 
Programme and subsequently the Structural 
Adjustment Programme to date, most compa-
nies and organizations have benefitted from 
these tax incentives. 

The general corporate income tax rate was re-
duced from 32.5 percent in 2004 to 25 percent 
in 2006. Specific sectors have had corporate 
tax reductions over the years. The mining sector 
had a corporate tax reduction from 45 percent 
in 1986 to 25 percent following the adoption of 
the mining Act under the auspices of the World 
Bank and whose principal objective to attract 
FDI into the sector as the state mining enterpris-
es were privatized. However, in 2011, the mining 
corporate tax was increased to 35 percent as 
result of sharp increases in mineral prices and 
the failure of the mining companies to agree to a 
renegotiation of their stability clauses. 

In the manufacturing sector, agro-processing 
firms, which use local raw materials as their 
main inputs are granted corporate tax reductions 
and exemptions as according to their locations 
follows:

 z Accra/Tema – 20 percent 
 z Other regional capital (except the Northern 

regions) – 10 percent 
 z Outside of regional capitals – 0 percent 
 z Northern, Upper East, Upper West (capital 

and all other locations) – 0 percent 

7.1.5 Carry Over of Losses

The Internal Revenue Act, 2000 (Act 592) pro-
vides investors with carrying over losses tax in-
centives to shield them in case they make loss-
es. Internal Revenue Act, Section 22, states as 
follows:

Subject to this Act, for the purposes of ascer-
taining the income of a person for a basis period 
from agro processing, tourism, information and 
communication technology[sic] a farming, man-
ufacturing or mining business.

(a)  They shall be deducted, for a period of five 
years, a loss of the previous five basis pe-
riods incurred by that person in carrying on 
that business; and 

(b)  Where that person has incurred more than 
one such loss, the losses shall be deduct-
ed in the order in which they were incurred.  

(1a)  A loss incurred by a venture capital financ-
ing company from the disposal of share in-
vested in a venture capital subsidiary com-
pany under the Venture Capital Trust Fund 
Act, 2004 (Act 684) during the period of 
tax exemption granted under section 11 (5) 
shall be carried forward for a period of 5 
years of assessment following the end of 
the exemption period. 

(2)  A loss may only be deducted where the 
loss has not been deducted in ascertain-
ing the income of that person for a previ-
ous basis period. 

(3)  The loss incurred by a person for a basis 
period in carrying on a business shall be 
calculated as the excess of amounts de-
ductible under this Act in ascertaining a 
profit or gain from the business over the 
amounts required to be included in ascer-
taining the profit or gain. 

(4)  The aggregate deduction from the assess-
able income in respect of the loss shall not 
in any circumstances exceed the amount 
of the loss.

The insurance sub-sector has unlimited peri-
od of this incentive. For other businesses face 
a fixed period, usually 5 years to carry forward 
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losses. Tourism sector, only businesses that are 
registered with the Ghana Tourist Board (GTB) 
are eligible for the incentive.

7.1.6 Import Duty Exemptions 

Investors may submit applications for import 
duty exemptions from import duties and related 
charges on the plant, machinery or equipment of 
parts of the plant, machinery of equipment un-
der the Customs, Excise and Preventive Service 
Management Act (1993). Industrial plant, ma-
chinery or equipment or parts under HS Codes 
82, 84, 85 and 98 are zero-rated and exempted 
from customs duties. 

Parliament may also grant specific exemptions 
from import duty. For example, in 2016, parlia-
ment granted import duty exemptions totaling 
US$834 million to the Meridian Port Services 
(MPS) as part of the construction of terminal 3 
of the Tema Port. 

8. Export Processing 
Zones (Free Zones)
8.0 Introduction  
In the mid-1980s, Ghana like most countries 
in Africa was compelled to adopt a range of 
neo-liberal economic policies under the general 
rubrics of the Structural Adjustment Programme 
(SAP).   A fundamental premise of structural ad-
justment was that debt-ridden African countries 
including Ghana would grow their economies 
and improve their competitiveness through in-
vestments targeted at export-oriented indus-
tries (Jauch, 2009). In line with this, economic 
policy was geared towards increasing the levels 
of exports. Import substitution industrialization 
implemented in the first two decades after in-
dependence and which focused economic pro-
duction primarily on meeting the needs of the 
domestic market gave way almost overnight to 
export-led industrialization.  

In the last three decades, Ghana has pursued ul-
tra-outward trade policy that recognizes export 
as central to economic growth and prosperity 
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(Otoo, 2009). And as part of the export-led in-
dustrialization project, national policies have 
been significantly calibrated to attract invest-
ments in export processing industries. 

8.1 Evolution of Export 
Processing Zones in Ghana
In 1995, the Free Zone Act (Act 504) was en-
acted by parliament. The Act established the 
Ghana Free Zone Board with the mandate to 
oversee the establishment and operation of 
Export Processing Zones in Ghana. The Board 
has nine members appointed by the President. 
The Ghana Free Zone Board is chaired by, the 
Minister of Trade and Industry.

The Ghana Free Zones Scheme is an integrat-
ed programme that promote processing and 
manufacturing. This is done through the estab-
lishment of Export Processing Zones (EPZs). It 
also encourages the development of commer-
cial and service activities at seaport and airport 
areas. The Scheme makes the entire country 
accessible to investors, who have the oppor-
tunity to use the free zones as springboard to 
produce goods and services for exports. The 
programme is driven primarily by the private 
sector. Government’s role, which is exercised by 
the Ghana Free Zones Board, is limited to facili-
tation, regulation and monitoring of the activities 
of private developers/operators and enterpris-
es. The Board issues licenses to investors who 
meet the necessary requirements. The Board 
also has powers to withdraw licenses.

8.2 Incentives in the Free 
Zones
For purposes of attracting investors’ particularly 
foreign investors, the Free Zone Act grants li-
censed enterprises operating in the free zones 
enclaves several incentives. These include: 

1. 100 percent exemption from payment of di-
rect and indirect duties and levies on all im-
ports for production and exports from free 
zones;

2. For ten (10) years, a free zone developer or 
enterprise is granted 100 percent exemp-
tion from payment of income tax on profits. 
Income tax rate is capped at 8 percent after 
the ten (10) year period;

3. Total exemption from payment of withhold-
ing taxes from dividends arising out of free 
zone investments;

4. There is also relief from double taxation for 
foreign investors and employees;

5. When it comes to customs and excise ob-
ligations, a Free Zones enterprise is not 
required to obtain import licenses and cus-
toms formalities are immersed.

6. There are no restrictions on total foreign or 
local ownership of free zone enclaves and 
enterprises.

7. As regards capital or profit repatriation, there 
are no conditions or restrictions on:

* Payments for foreign loan servicing;
* Payments of fees and charges for 

technology transfer agreements; and
* Remittance of proceeds from sale of 

any interest in a free zones investment;

8. A free zone developer is allowed to oper-
ate foreign currency accounts with banks in 
Ghana;

9. A Free Zones enterprise or company is per-
mitted to sell at most 30 percent of their an-
nual production of goods and services on 
the local market and export the remaining 70 
percent; and
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10. Investment in Free Zones is guaranteed 
against nationalization and expropriation.

8.3 The State of Free Zones 
in Ghana
Since 1995, four (4) separate Export Processing 
Zones have been established around the coun-
try. These are the Tema Export Processing 
Zone, the Ashanti Technology Park, Sekondi 
Export Processing Zone and the Shama Export 
Processing Zone. And in response to the incen-
tives provided by the Act, the country has at-
tracted large numbers of enterprises. 

Ghana’s Free Zones programme was uniquely 
different from other free zones in Africa. First, 
the development of the enclaves is private sec-
tor-led. In Kenya, for example, the enclave is 
developed by the state/government. Second, 
companies can choose to locate and operate 
in the designated enclaves or as single-factory 
zones. As we will see, the vast majority of free 
zones companies operate in the single-factory 
category and accounts for the bulk of exports 
and employment. Thirdly, Ghana’s programme is 
designed not just for the processing of goods 
for export. It incorporates the promotion of ser-
vices of all kinds including ICT services.   

Free Zone Enterprises (FZEs) can choose to op-
erate outside of the designated enclaves but will 
still be eligible to enjoy the incentives enumerat-
ed above. A typical example is Blue Skies, which 
is a licensed free zone enterprise but is located 
at Nsawam in the Eastern Region. Indeed, while 
the free zones law encourages the setting up 
of free zone enclaves, it at the same time clas-
sifies the entire country as a free zone enclave. 
Operators can be licensed as single factory 
zones with no geographic restrictions. The idea 
was to encourage free zones enterprises to lo-
cate in disadvantaged communities. However, it 
makes it difficult to monitor the activities of the 

enterprises that enjoy the privileges associated 
with being a free zone enterprise. 

Officials of the GFZB indicated that they under-
take regular monitoring of the companies that 
are located in both the enclaves and outside. 
But the trade union officials were of the view 
that the enforcement of labour laws within the 
enclaves was more difficult than outside. This, 
they attribute to anti-union approach of many of 
the multinational companies located within the 
enclaves. 

The Tema Export Processing Zones (Tema EPZ) 
is designated as a multipurpose EPZ with a 
Textile and Garment Village and has a land size 
of about 1,200 acres. The Ashanti Technology 
Park (ATP) is still under construction. It has land 
size of 1,090 acres. It is designated for the de-
velopment of an ICT park.

The Sekondi Export Processing Zones (Sekondi 
EPZ) is also under construction. The develop-
ers are Hassan Investment (Gh) Ltd, a Chinese 
Multinational Company, with Bosai Mineral Group 
of China, Dazhon Iron & Steel Group and First 
Sunenergy LLC of US as its strategic anchor ten-
ants). The Sekondi EPZ has a land size of 2,200 
acres and is designated for oil refinery and allied 
services.

The number of companies operating in the Free 
Zones has fluctuated widely since inception. 
The number of firms operating as free zones 
companies was on only 8 in 1997. By the 2013, 
the number of registered companies has grown 
to 240 and then to 352 by 2015 (GFZB, 2015). 
In 2019, companies that are actively operating 
in the zone number 188, comprising, 31 in the 
Tema Free Zone enclave and 157 companies 
that operate as single-factory free zones com-
panies. The Tema enclave has 48 registered 
companies out of which 31 are active (GFZB, 
2019). The bulk (119) of the companies is op-
erating in the Greater Accra Metropolitan Area 
(GAMA). As stated earlier, the concentration of 
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the free zones companies in the GAMA reflects 
well-developed infrastructure levels in this local-
ity. Beside, and as we have noted, the other free 
zones enclaves are not yet fully developed. 

The ownership structure of the licensed compa-
nies shows that majority (90) representing 37.5 
percent are wholly foreign-owned, 32.5 percent 
are joint ventures with Ghanaian shareholdings, 
and 30 percent entirely Ghanaian-owned. More 
than half (54.5%) of the enterprises located 
in the Tema enclave are fully foreign-owned, 
15.2 percent are joint ventures and 30.3 per-
cent are Ghanaian-owned. In 2009, all but 
one of the companies in the Tema zone, were 
foreign-owned.  

The GFZB classifies the free zone enterprises 
into four (4) different sectors. These are man-
ufacturing, services, business development 
including infrastructure development for the 
set up and operation of free zone enclave, and 
warehousing. Currently, more than eight out of 
ten (82.9%) of the licensed enterprises are into 
manufacturing. About 10.4 percent are into ser-
vice, 3.8 percent into warehousing and about 2.9 
percent are into business development. Within 
the broad areas the GFZB selected a number of 
priority sectors reflecting the country’s the com-
parative advantage. These sectors are:

* Agro Food Processing
* Cotton Processing
* Textile Manufacturing
* Ethnic Beauty Products
* Sea Food Processing
* Jewelry/Handicraft Production
* Light Industry/Assembling Plant
* Plastic Products Manufacturing
* Metal Fabrication
* Ceramic Tile Manufacturing
* Floriculture
* Information & Communication Technology

These sectors are, however, not exclusive. 
Companies can invest in any other sector of 

their choice as long as they obtain a licensed to 
operate as a free zone enterprise. 

Data from the GFZB show that more than one-
third of enterprises registered to undertake 
manufacturing are actually agro food process-
ing. The rest are into wood processing, gar-
ments, and plastic products. About 42 percent 
of the enterprises at the Tema enclave are into 
food processing; nine of the companies under-
take the processing of cocoa.  

8.4 Benefits of incentives in 
the Free Zones
8.4.1 Exports

The Export Processing Zones or simply Free 
Zones concept is an industrial policy tool that 
forms part of the broader goal of export-led 
growth industrialization. Investors are offered 
an array of incentives including non-payment of 
taxes for a decade and exemptions from other 
import duties. These are in addition to non-pe-
cuniary incentives as outlined above. In return 
the beneficiary investors are required to under-
take export. In Ghana, Free Zones companies 
are required by the Free Zones Act to export at 
least 70 percent of their produce. Export of the 
companies is expected to assist the country ad-
dress the perennial problem of current account 
deficits and their attendant implications for the 
macroeconomic management including the 
management of the exchange rate. As shown 
in Figure 1, in the decade from 2004 to 2005, 
the country has recorded current account defi-
cit every other year, implying that exports have 
been less than imports. 

In the period from 2014 to 2018, total export 
amounted US$59,501.7m of which US$9,493.0m 
came from the export of the free zones compa-
nies. This means that the free zones companies 
accounted for about 16 percent of total export 
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the country for the period. In 2014, the free ex-
port accounted for nearly a fifth of total. This de-
clined to about 11 percent in 2017 and 2018. The 
decline corresponds with the declining number 
of companies that are currently active in the 
zone.    
 
The data also show that for this period, single 
factory companies benefiting from the free 

Figure 1: Total Export and Export from the Free Zones (2014-2018)

Source: BoG, GFZB, 2019

Figure 2: Exports from Tema Enclave and Single Factory Companies (2014-2018)

Source: BoG, GFZB, 2019

zones incentives exported almost twice the ex-
port of firms in the Tema enclave. In 2014, the 
single factory companies exported more than 
twice than the export of the companies in the 
designated enclave. In 2018, the companies in 
the Tema zone accounted for just 37 percent of 
the total export of the free zones. 
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Source: Budget Statement, various years

Figure 3: Trade and Current Accounts of Ghana (2014-2018)

Between 2014 and 2015, total export grew by 
59 percent. On the contrary, export from the 
free zones contracted by 23 percent. The de-
creasing number of companies benefiting from 
the free zones privileges partly explains the ex-
port contraction from the free zones. But there 
is also the perception that the companies are 
selling most of their produce on the domestic 
market contrary to spirit of the free zones con-
cept and the obligations of the beneficiary com-
panies. The dominance of the single factory en-
claves makes monitoring difficult and unless the 

companies self-comply, the possibility of selling 
on the domestic market remains extremely high. 

The principal reason for the establishment free 
zones was to help increases the volume and 
value of the country’s export. This it was en-
visaged would the country to deal its trade and 
current accounts deficit. This objective has not 
been achieved. Even in the period when the 
free zones were recording increases in export, 
Ghana was registering substantial trade and cur-
rent account deficits.

In the past five years the current account has 
been in deficit. In fact, a deficit on the current 
account is the norm in Ghana. The trade has 
equally been in deficit for many years except in 
the last 2 years (2017 and 2018). The positive 
trade balance in the last 2 years is explained by 
the sharp increases in the export of oil and gold 
and has nothing to do with the export of manu-
factures and for that export from the export pro-
cessing zones. 

In 1990, the balance of trade (merchandise ex-
port minus import) recorded a deficit of US$303 
million, equivalent to 8.5 percent of GDP. This 
was before the introduction of the free zones.  
By 2010, fifteen years after the free zones were 
established the deficit had increased to US$2.77 
billion representing 8.3 percent of GDP. In 2012, 
the current account deficit was estimated at 

US$4.92 billion or 12.2 percent of GDP. It in-
creased further to US$5.8 billion in 2013 before 
narrowing to US$3.6 billion or 13.2 percent of 
GDP in 2014.  

The statistics reinforce the pervasive notion that 
the free zones companies are not honoring their 
obligation to exporting 70 percent of their pro-
duce and that greater proportion of the goods 
produced in the free zones are sold on the do-
mestic market . 

8.4.2 Employment 

Obtaining data on employment in Ghana is a dif-
ficult exercise. The free zone is no exception. In 
2010, the Ministry of Trade and Industry, estimat-
ed that the free zone enterprises were employ-
ing a total of 29,000 Ghanaians. 
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Figure 4: Total Employment in the Free Zones Companies (2014-2018)

Source: GFZB, 2019

For this report, the Ghana Free Zones Board 
provided relatively better employment data. 
According to the Board, the Free Zones com-
panies altogether employed a total of 27,235 
workers as at December 2018. This means that 
between 2010 and 2018 total employment had 
gone down by about 6 percent. However, de-
spite the decline, the free zones companies 

employed twice the number employed by the 
mining sector that has received by far the lion 
share of FDI to Ghana.  The companies in the 
Tema enclave employ a total of 3,538 workers 
representing 13 percent of total employment. 
The single factory companies employ the bulk 
of the workforce (i.e., 87%). 

Majority of the people employed are young 
males. The females are mostly employed as sup-
porting staff in secretarial and food service (can-
teen) positions. The industrial and Commercial 
Workers Union (ICU) which organises workers in 
EPZ estimates that about three-quarters of their 
members there are males with average age of 
20 years. The trade union officials also revealed 
that the gender composition of the workforce 
depends significantly on the sector of work. In 
textile manufacturing and processing of beauty 
products, for example, most of the workers are 
females. In the food-processing sector, howev-
er, which is by far the biggest investment area 
for Free Zones companies in Ghana, and also 
in heavy industries like steel processing most 
workers are males.

8.5 Cost of incentives
Ghana’s Free Zones concept is designed to 
attract mobile capital into export-oriented in-
dustries and to shore the export position of 
the country. It was envisaged that the costs of 
forgone revenues arising out of the incentives 
provided to the Free Zones companies would 
be more than offset by the boost to the econ-
omy resulting from larger inflows of foreign ex-
change, and the provision of mass employment 
and beneficial impacts on the rest of the econ-
omy. These objectives have to be reviewed in 
cost-benefit analysis framework. As we have 
seen the export volumes from the Free Zones 
are declining. The share in total export remains 
just 16 percent. The current account deficit has 
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widened. These imply that the Free Zones con-
cept is not fulfilling the export objective. 

Meanwhile, the incentives including tax incen-
tives the Free Zones companies currently enjoy 
are costing the country a fortune. In 2017 alone, 
tax exemptions granted by government amount-
ed to US$475 million. And this was a year when 
government had promised to review the exemp-
tions regime and to tighten the screws on tax ex-
emptions. Government had planned to abolish 
the use of special import permit that allow com-
panies in the free zones, for example, to import 
without paying the required custom duties. It 
was envisaged that these measures would lead 
to tax savings of about US$182,315.40. 

Again in 2017, an estimated US$276 million of 
company taxes could not be collected. This is 
partly explained by the large number of com-
panies that are on tax holiday or have reduced 
corporate tax rates. In both categories the free 
companies are most represented. Another area 
where the country is losing massive amounts 
of revenues is taxes on international trade. In 
2017, international trade taxes fell short by over 
US$365 million. The corresponding figure for 
2018 was US$112 million. 

In the year 2000, international trade taxes ac-
counted for 22.35 percent of total tax revenues. 

In 2018, that proportion, had decreased to 
16.15 percent. This could be attributed to the 
increasing amounts of goods being admitted to 
zero-rated category as the country continues 
to sign on to free trade agreements. However, 
more than half of the reduction in international 
trade taxes is coming from import duty exemp-
tions of which free zones companies are the 
largest beneficiaries. 

It is difficult to estimate the revenues the state 
could have had if the free zones companies 
were paying corporate taxes to the state. We 
do not have data on the profit level of the com-
panies. However, if we assume that given the 
many pecuniary and non-pecuniary incentives 
the companies enjoy, the companies on aver-
age make a return of 20 percent on each dollar 
of export undertaken, then we could be look-
ing at about US$474 million in forgone corporate 
tax revenues between 2014 and 2018. This is a 
conservative estimate even though the amounts 
involved are significant by the standard of a poor 
developing country. Conservative in the sense 
that revenue loss from the generous incentives 
could be much higher than the estimates.  The 
free zones have significant scope for revenue 
leakages. The corporate tax holiday is likely to 
encourage abuses such as transfer pricing in-
volving related third parties. Also, the Free 
Zones Act is clear whether production by com-
panies is measured in terms of volume or value. 
Given this ambiguity, the companies would most 
likely select a production measure that reduces 
their tax obligations. 

Year 2014 2015 2016 2017 2018  Total
Total Exports (USD 
million

9390.7 10,355.7 11,060.7 13,751.9 14,942.7 59,501.7

FZE (USD million) 2,303.3 1,841.8 1,963.7 1,614.3 1,770.0 9,493.0
20% Returns on 
Export 

460.7 368.5 392.7 322.9 354.0 1898.6

Forgone Corporate 
Tax Revenues (USD 
million 

115.2 92.0 98.2 80.7 88.5 474.7

Table 1: Project Corporate Tax Revenues from the Free Zones Companies (2014-2015)

Source: BoG, GFZB, Authors’ calculations
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Thirdly, there is growing suspicion that com-
panies deliberately fold up when their 10-year 
tax holiday has expired. They re-apply for free 
zones status under a different corporate name. 
Fourthly, given the weak monitoring companies 
are increasingly ignoring the cap on the propor-
tion of outputs they can sell on the domestic 
market. They are selling more than they are le-
gally mandated and in addition to that there is 
strong suspicion that they are not applying tax-
es to their domestic sales. This places the free 
zones companies a competitive advantage, 
also denies government the additional revenue 
it could make from domestic VAT. Lastly, even 
though the companies are legally required to 
submit their operational documents detailing 
their turnover, and profits for example, many do 
not comply. The appropriate agencies are also 
not enforcing because of the minimal opportu-
nity for revenue collection.  

9. Employment and 
working conditions 
in the Free Zones

9.0 Introduction 
Apart from the explicit goal of increasing export 
and aiding the acquisition of foreign exchange, 
the free zones idea was also intended to create 
employment. Domestic processing and value 
addition was expected to result in job creation. 
This section is devoted to analysis of employ-
ment situation in the free zones enclave. For this 
part, we surveyed two companies operating as 
single factory enterprises in the free zones. The 
analysis covers both the quantity and quality of 
employment. Quality is measured by the nature 
of working conditions and the extent to which 
they conform to national laws and international 
labour standards.  

9.1 Employment  
As we have seen, the free zones companies alto-
gether directly employ over 27,200 workers. This 
is just about 0.002 percent of total employment 
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in Ghana. In terms of formal employment, it is 
about 0.02 percent. This means that in spite of 
the many incentives and the cost to the coun-
try for providing those incentives the free zones 
are not contributing sufficiently to the objective 
of creating employment.  Additionally, the few 
jobs that have been created in the free zones 
have often been described as low quality jobs.  

9.2 Industrial Relations in 
the Free Zones 
The Free Zone Act is set within the general con-
text of the Ghana’s labour law (Act 651, 2003). 
Compared to free zone legislations in other de-
veloping countries, the legal regime covering 
Free Zones in Ghana do not explicitly exempt 
licensed free zone enterprises from complying 
with, existing labour legislations.

Tables A1 and A2 in the Appendix give the list 
of the main provisions of the Free Zone Act and 
regulations governing operations of businesses 
as it relates to employment standards and labour 
rights respectively. 

Clearly, the Free Zones Act appears consistent 
with the existing labour laws and international 
labour standards. This was one of the early vic-
tories secured by the trade unions in Ghana as 
the country embarked on the export process-
ing zone concept. There has been an instance 
when the license of a free zones company was 
revoked because of a “labour problem”. 

For the remainder of this section, we review 
working conditions in the free zones and the 
extent to which the provisions in the Act 504 
and the existing labour law, Act 651 are enforced 
within the free zones. Given the large of compa-
nies operating in the free zones and the paucity 
of information about them and the nature of em-
ployment they offer, this study sought to evalu-
ate the employment impact of the free zones by 

surveying two free zones companies. The com-
panies surveyed were Golden Exotic Limited 
(GEL) and Volta River Estate Limited (VREL).

9.3. Working Conditions 
9.3.1.  Freedom of Association and Trade 
Union Right

Section 24 (3) of Ghana’s Constitution provides 
that “every worker has a right to form or join a 
trade union of his choice for the promotion of 
his economic and social interests”. In addition, 
Section 70 (1) of the Labour Act (Act 651) also 
guarantees workers the right to form or join 
trade unions. 

Despite these provisions, unionization in 
Ghana’s Free Zones remains extremely low due 
mainly to resistance by employers’. The 2012 
Annual Survey of Violations of Trade Union 
Rights conducted by the International Trade 
Union Confederation (ITUC) indicated the per-
sistent violations in EPZ as one core issue of its 
survey in Ghana. Blue Skies Products (Gh) Ltd 
(a subsidiary of Blue Skies Holdings UK), an EPZ 
fruit processing company that employs over one 
thousand workers, has consistently refused to 
recognize its workers’ union the Food and Allied 
Workers Union (FAWU) (ITUC 2012). Instead, 
the company has encouraged the formation of 
a ‘yellow’ union, Blue Skies Staff Association, 
which it claimed at the time was affiliated to the 
Trades Union Congress (Ghana). 

In an earlier study earlier study Otoo et al (2013) 
union officials confirmed the anti-union strate-
gies of employers in the free zones enclaves. 
In that study majority of workers in the enclave 
in Tema and in the single factories across the 
country were without unions. 

For the two surveyed as part of the current study 
all the workers in both companies belong to a 
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Employment Contract Frequency Percent 
Yes 455 96.4
No 17 3.6

Table 2: Employment Contract by Company

Source: Survey data, 2019.

trade union.  The union executives contacted 
reported that workers in both companies have 
the freedom to join a union and they usually do 
not face any intimidated by managements. All 
the workers are therefore, covered collective 
agreements, which spells out their rights and 
obligations. Despite this, majority of the work-
ers do not know their right. Some of the union 
executives confessed that they themselves 
need training on workers’ rights and other things 
concerning their work. One of the union leaders 
from VREL said:

 “we do not even understand the Collective 
Bargaining Agreement (CBA). There are a lot of 
things in the CBA that we need management 
or someone outside management to help us to 
understand.”

9.3.2 Employment Contract

The labour law of Ghana requires that “the em-
ployment of a worker by an employer for a pe-
riod of six months or more or for a number of 
working days equivalent to six months or more 
within a year shall be secured by a written con-
tract of employment” (see section 12 of Act 651, 
2003). The contract of employment is expected 
to stipulate the rights and obligations of the em-
ployer and the worker. 

The overwhelming majority of the workers sam-
pled indicated that they had a contract of em-
ployment. Just about 4 percent of workers had 
no employment contract linking them to the 
company. 

This is marked departure from what exist in the 
other companies particularly companies in the 
Tema enclave. Trade union officials we spoke to 
bemoaned the continued casualisation of em-
ployment and the subsequent abuse of work-
ers right in the free zones enclaves. As casual 

workers, they are often not issued with any em-
ployment contract. Some of the workers are ac-
tually engaged on daily basis. 

According to an official at the GFZB: 

“Some of the workers were employed as far 
back as 1996. During our monitoring in some of 
these companies, management could not pro-
vide a single employment contract for these 
workers. Some of these workers are still working 
as casuals. The absence of employment con-
tracts makes it difficult for workers to claim their 
entitled rights. We are Board also report some 
of abuses for the companies to be sanctioned. 

9.3.3 Nature of Employment 

All the respondents used for the survey re-
sponded that they were permanent workers 
who have been given appointment letters. Only 
one respondent had a non-permanent employ-
ment. Permanent employment is an indication of 
employment and income security, a feature of 
employment, which many Ghanaian workers do 
not have. Workers of the two companies can be 
said to have employment security. 

9.3.4 Hours Worked 

The Labour Act (Act 651, 2003) provides that the 
working hours of a worker shall be a maximum of 
eight (8) hours a day or forty (40) hours a week. 
Any extra hours of work, is regarded as overtime 
and must be paid for. For the two companies, 
all the permanent staff, work for the standard 8 
hours a day of 40 hours a week. However, be-
cause the work is task-based, it is possible for a 
work to complete their specific task in less than 
8 hours or after 8 hours. For this reason, about 
4 percent of the workers said they work for less 
than 5 hours a day. About 20 percent work for 
between 9 and 12 hours daily. Indeed, some 14 
percent work for 10 hours and a further 4 per-
cent for 12 hours. All the workers that work for 
12 hours were working with VREL. The maximum 
working hours in GEL is 11 hours a day. 

A disturbing revelation was that workers that are 
unable to complete their task for any particu-
larly day are marked absent for that day. Given 
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that the monthly pay is calculated on the basis 
of the number of days a worker is marked pres-
ent, the phenomenon of marking a worker who 
is present at work for 8 hours or more absent 
has adverse implications for their earnings. That 
practice also frowns on the labour laws of the 
country.  

Hours worked Frequency Percent 
1-4 hour 16 3.8
5-8 hours 365 77.3
9-12 hours 91 19.3

Table 3: Hours Worked per Day

Source: Survey data, 2019

In both companies overtime work is very com-
mon. More than three-quarters of the workers 
surveyed indicated that they do overtime work. 
A little over one-fifth said they do not do over-
time. The phenomenon of overtime is most pro-
nounced in VREL where nearly 90 percent of the 
workers indicated that they do overtime work. 
The corresponding figure for GEL is 64 percent. 
Consistent with the labour laws of Ghana near-
ly all of the workers that overtime indicated that 
they are paid for doing overtime. 
But the real issue in respect of overtime work is 

Overtime Work VREL GEL Total 
Yes 89.9 63.9 77.1
No 10.1 36.1 22.9
Total 100 100 100

Source: Survey data, 2019

Table 4: Overtime work by company

Figure 5: Nature of Overtime Work

Source: Survey data, 2019

the revelation that for significant number of the 
workers interviewed overtime is compulsory. 
About two-fifth of the workers interviewed said 
they are compelled to do overtime. Compulsory 
overtime is higher in GEL (45%) than in VREL 
(38%). And this is compounded by the fact, it is 
not clear workers how they are remunerated for 
the overtime work they do. Management often 
times pay any number hours it is comfortable 
with regardless of the actual number of hours a 
worker has done as overtime. 

9.4 Wages and Benefits

9.4.1: Benefits 

 All the respondents from VREL indicated that 
they enjoy free subsidized meal in the form of 
cash, paid maternity leave for the women, paid 
sick leave. Workers in Four (4) out of five sites 
enjoy free transport. According to the workers, 
management was working hard to fix a bus for 
the site that does not have a bus. The workers 
of GEL have all the benefits enjoy by VREL in 
addition to subsidised accommodation which 
management has added to their monthly wages. 
They also receive rice and oil at the end of every 
year and also receive soap every month. 

9.4.2: Wage Levels

This study revealed that the workers are marked 
daily even for the permanent workers but the 
receive at the end of every month. The salary 
amount depends on the number of days they 
attended work. The maximum monthly wage for 
a respondent was US$523 and the minimum 
was US$55. The mean monthly income of the 
respondents was approximately US$116 with a 
standard deviation of 284.30. 
Wage levels were generally low in VREL as com-
pared to GEL. The maximum monthly wage for 
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Table 5: Monthly Wages by Company

Source: Survey data, 2019

Wage per month
Name of the company

Total
VREL GEL

Less than US$55 0.00 0.00 0.00
More than or equal to US$55 but 
less than US$92

52.67 2.61 28.33

More than or equal to US$92 but 
less than US$183

44.44 89.57 66.38

More than or equal to US$183 but 
less than US$274

1.23 5.22 3.17

More than or equal to US$274 but 
less than US$365

0.00 1.30 0.63

US$365 or more 1.65 1.30 1.48
Total 100 100 100

worker sampled from VREL was US$523 and the 
minimum was USD$54.69. The mean month-
ly wage for workers of VREL was US$99 with 
standard deviation of 305.49. More than half 
of the respondents from VREL responded that 
their monthly earnings were between US$55 
and US$92 inclusive of the cash-based ben-
efits. This means that majority of the workers/

respondents are earning less than the average 
wage in the company.   Relatively smaller num-
ber of VREL respondents (3%) had their month-
ly earnings between US$201 and US$522. 
These amounts earned by the workers include 
overtime payment although not all the workers 
do overtime.

For GEL, the minimum monthly wage for a work-
er was US$64, and the maximum was US$365. 
The average wage for workers sampled was 
US$134 with standard deviation of 218.15. More 
than 90 percent of the workers of GEL had con-
solidated monthly wages between US$92 and 
US$274. 

Given that these are consolidated pay compris-
ing both the basic pay, allowances and overtime, 
it is most likely that the companies are paying 
their workers below the national minimum wage, 
which currently stands at US$53.00 per month. 
On this both the unions and officials of the Free 
Zones Board agree that some of the companies 
are paying their workers below the national min-
imum wage and the situation could be worse in 
the companies without unions. 

9.5 Workers Right
As we have seen in both companies belong to a 
trade union. Three-quarters of the workers sur-
veyed for both companies indicated that they 

have attended one seminar on workers’ rights. 
A quarter has not had any such opportunity. At 
the same time, the union leaders mentioned 
that most of their members do not know their 
right because the union has challenges when it 
comes to meet their members. Site managers 
do not allow the workers enough time for union 
meetings. 

One of the union executives lamented as follows:
 
“the truth is most of them do not even come at 
all. The sites managers do not release the work-
ers early knowing that we have union meeting. 
How can we have effective meeting with people 
who are tired? If you spend even ten minutes, 
they see it as two hours.”
 
The Ghana labour law Act 651 section 12(e) stip-
ulates, “rights of a worker include the right to be 
trained and retained for the development of his 
or her skills”. Workers were asked whether they 
have received training on the work they do. Out 
of the 472 respondents who responded to the 
question, more than two- thirds (94.28%) said 



27TACKLING TAX INCENTIVES, GHANA

they have received training on the work they do 
and 27 respondents said they have not received 
any training on their work.

With regards to annual leave, the labour Act 651 
section 20 (1 and 2) provide that “in any under-
taking every worker is entitled to not less than 
fifteen working days leave with full pay in any 
calendar year of continuous service. The ex-
pression “full pay” means the worker’s normal 
remuneration, without overtime payment, in-
cluding the cash equivalent of any remuneration 
in kind”. 

Workers sampled from both companies were 
asked whether they enjoy paid annual leave. This 
study found that all the respondents enjoy paid 
annual leave and the average number of days is 
27. The assertion that workers have annual leave 
is difficult to reconcile with the practice where 
monthly salary is based on the number of days 
a workers is marked present. The question that 
was asked and for which we are yet to receive 
answers is the worker paid during the leave 
period? 

The study found that both companies pay work-
ers social security (SSNIT) contributions month-
ly and also pay for treatment if worker suffers 
work related injury or falls ill. All the workers have 
national health insurance scheme cards, which 
are renewed by the company they work for. For 
the larger community of free zones companies’ 
information gathered from both trade union and 
the Ghana Free Zones Board is that workers are 
mostly not registered for social security, which 
also means that the companies are not paying 
contributions on their behalf. This is also be-
cause for large number of the companies their 
workers are actually casual workers and often not 
covered by any union or collective agreements.  

A major workers’ right challenge identified by 
this study was that despite having a union and a 
collective agreement, workers of the two com-
panies work in constant fear; the fear of losing 
one’s job. While this is a general in Ghana and 
other countries where joblessness is high and 
a ‘good’ job is hard to obtain, it is difficult to 
comprehend the level anxiety for workers in a 
company covered by a union and collective 

agreement. The fear level was such that most 
workers were not willing to be part of the study 
because they judge they can lose their jobs if 
their views were not favourable or comfortable 
for management. One of the participants said 
this before being interviewed.

“please l do not want to lose my job so kindly 
interview someone else. I don’t want to say an-
ything that can be used against me. I have chil-
dren to take care of and do not have any other 
source of income apart from this job.”
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10.   Summary, 
Conclusion and 
Recommendations  

This study has explored the Free Zones in 
Ghana. The focus has been on the incentives 
regime and its impact of the export objective 
of the country, industrial development and em-
ployment creation. The study also looked at the 
implications of the incentives for domestic rev-
enues. Other areas explored in the study are the 
wages and working conditions of workers em-
ployed by the free zones companies. 

The development of the EPZ in Ghana followed 
the adoption of neoliberal economic policies 
that regarded exports as critical for employment 
creation and industrial development. A Free 
Zones Act was passed in 1995. The Act estab-
lished the Ghana Free Zones Board. Beside the 
development of special free zones enclaves, 
the entire country is designated as free zone en-
clave. Companies can locate and operate from 
the special enclaves or any part of the country. 
Multiplicity incentives have since been made 
available to companies that invest in either the 
enclaves or as single factory enclave.  

After more than 2 decades of existence, the re-
sults or impact of the Ghana Free Zones project 
has been mixed. In the mid-2000s large number 
of companies responded to the incentives. By 

2013, 240 companies were registered and oper-
ating as free zones companies. Between 2008 
and 2013, the total CIF value of export was to-
taled US$29 billion. By 2010 total employment 
in the free zones companies had risen to over 
29,000. However, the gains have dwindled in 
recent years. The number of companies operat-
ing in the free zones now stands at 188, drop of 
nearly a third. Export has equally dwindled de-
creasing from US$2.3 billion in 2014 to US$1.7 
billion in 2018, representing 16 percent of total 
export for the year. However, and despite de-
creasing, employment in the zones remain 
strong. As at December 2018, total employment 
by the free zones companies were more than 
27,000, almost twice the number employed in 
the mining sector. 
  
The decreasing exports from the free zones im-
ply that the export objectives are not being met. 
This is also reflected in the fact that the country 
continues record huge current account deficits 
as imports outweigh exports. The reduction in 
the number of operating partly explains the trend 
slowdown in export. But it is difficult to discount 
the widespread notion that the free zones com-
panies are not exporting; they are rather selling 
on the domestic market in excess of the re-
quired 30 percent. Monitoring has been weak 
because there is limited incentive for it. Also, 
the large number of companies operating out-
side of the enclave and throughout the country 
makes monitoring difficult and costly. 

Without achieving the primary objective of ex-
panding and diversifying the export base of the 
country, millions of cedis and dollars in revenues 
are being lost in incentives to the companies. 
In 2017, US$474,020,040 million was lost to tax 
exemptions. Revenues from international trade 
taxes have dropped significantly as result of im-
port duty exemptions. Data constraints make it 
difficult to isolate the specific impacts of the in-
centives offered to the free zones companies. 
At the same, we can conclude that the incen-
tives regime in the free zones constitutes a lion 
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share of the revenues losses. And this comes 
from both the legitimate exemptions and the 
abuse of the system. The 10-year corporate tax 
holiday and the subsequent reduced rate of 8 
percent are estimated to cost the country annu-
al revenue loss of about US$100 million. 

In terms of employment and working conditions, 
we have noted the strong employment impact 
of the investments in the free zones. Consistent 
with labour market trends, the survey of the 
two companies showed low wages and poor 
working conditions. The data showed average 
of US$116 per month. The least paid worker 
takes home US$55.00, just around the minimum 
wage. Workers are made to compulsory over-
time, in contravention of the law. Most crucial-
ly, most workers complain of not being paid for 
overtime. While trade unions exist and workers 
are allowed to join a union of their choice, there 
is sense that workers undertake their duties un-
der a heavy cloud of fear, the fear of losing one’s 
job. This has effectively broken their resolve to 
fight for a just reward for their labour.  

It is important that government reviews the 
Free Zones concepts and the laws enacted to 
operationalize it. The expected benefits to the 
Ghanaian economy and Ghanaians in terms of 
increased export receipts and employment are 
not being met. At the same time the country is 
losing millions of dollars in tax revenues. Further 
investigations will be needed to establish the 
reasons for this. But it is almost certain that the 
business environment is too constraining to sup-
port operations of export-oriented companies. 
Infrastructure remains weak and unreliable even 
for companies in the Tema enclave. Access and 
cost of utilities are high by international stand-
ards. The road network significantly increas-
es the cost of production. A review of the free 
zones concept should target addressing these 
constraints to business expansion and rather 
scale back on the numerous fiscal incentives. 
Ordinarily, profitable businesses should have no 
problem paying their fair share of taxation. 

Secondly, the review of the law should take a 
second look at the idea of single factory en-
claves that purports to make the entire country a 
free zones enclave. It makes it difficult to extend 
support in the form of infrastructure to the free 
zones companies scattered across the country. 
But most crucially, it complicates monitoring and 
enforcement of the conditions that the compa-
nies are required to meet in exchange for the in-
centives. Weak monitoring and enforcement are 
at the heart of the strong perception that the 
companies are selling much greater proportion 
of their produce on the domestic market. 

Thirdly, the Ghana Free Zones Board but also 
government must show greater commitment 
in enforcing the employment regulations in the 
Free Zones Act and the labour Act. The free 
zones companies should not be allowed to cre-
ate just any form of employment. For the fiscal 
incentives they enjoy, the companies must be 
encouraged, supported and where necessary 
forced to provide decent employment. Creating 
decent employment will be perhaps the most 
visible benefits to society from the free zones. 
The statistics about increased export revenues 
will not mean much to Ghanaians compared to 
the provision of decent jobs.  

Finally, the Ghana Free Zones Board (GFZB) and 
its secretariat must be strengthened and depo-
liticized. The appointment of governing party 
men and women to Chief Executive and Board 
positions is weakening the Board. This is part-
ly explaining the weak monitoring and enforce-
ment of standards by, the Board.  The weakness 
of the Free Zones Board and the secretariat is 
most exemplified by their failure to produce an 
annual report since 2014.  
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APPENDIX:

sections Content
17 The Board may attach to a license [to establish a free zone enterprise or a single factory 

zone] such conditions as it thinks appropriate concerning employment skills, job 
opportunities and degree of export orientation.

25. (1) An authorized officer of any of the Revenue Services member of the Police Force or an 
officer authorized by the Minister may, in the discharge of their official duties, at any time 
enter and inspect a free zone, buildings, aircraft, ships, boats or vehicles in the free zone.

34. (1) Free zone developers and enterprises shall be free to negotiate and establish contracts 
of employment with employees that include wage scales, minimum working hours, 
employee suspension and dismissal, settlement of disputes arising between employers 
and employees, and other such terms of employment as shall be consistent with I.L.O. 
Conventions on workers rights and conditions of service.

Table A1: Employment Standards and Labour Rights in the EPZ Act 504

 SOURCE: FREE ZONE ACT, 1995

Working Standards and Labour Rights in the Free Zone Regulations
Content

16 Every free zone enterprise shall comply with the Factory Offices and Shops 
Act 1970 (Act 328) on health, safety and other standard requirements; and the 
provisions in regulation 7 and 8 of these Regulations relating to the erection of 
structures and compliance with environmental laws shall apply to every free zone 
enterprise.

32. (1) Free zone employers shall be entitled to freely negotiate and establish contracts 
of employment with their employees that specify, among others, the wages, 
overtime payment, hours to be worked, employee suspension and dismissal con-
ditions, settlement of disputes arising between employers and workers, and other 
terms of employment.

32. (2) Free zone employers shall pay to their employees’ wages which shall not be be-
low the recommended minimum wages prevailing in the country at any given time.

33 For the avoidance of doubt, and except otherwise provided by law, the laws, rules 
and regulations, on workers’ rights and conditions of service for the time being 
in force in Ghana in respect of social security and pensions, workmen’s compen-
sation, public holidays and under ILO Conventions to which Ghana is a party shall 
apply to domestic employees of a free zone developer and enterprise.

34. (1) Free zone employers shall utilize at least an additional one percent of their total 
wage and salary bill (excluding overtime pay, allowances and bonuses) towards 
the training of their employees from the country.

34. (2) The employers shall for the purpose of sub regulation (1) furnish the Board with 
their training programmes and records every 6 months from commencement of 
work.

SOURCE: FREE ZONE REGULATIONS, 1996

Table A2: Employment Standards and Labour Rights regulating operations in the EPZ
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