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ABSTRACT

Central bank independence (CBI) is widely regarded as a mechanism for mitigating inflation bias
and achieving price stability. However, its effectiveness hinges on the central bank's ability to
counterbalance fiscal excesses resulting from government actions. This study examines the
operational independence of the Bank of Ghana (BoG) and its role in mitigating fiscal
indiscipline to ensure the effectiveness of monetary policy. Through in-depth interviews with
eight purposively selected experts, including Central Bank and Ministry of Finance officials, and
academics specializing in monetary economics, the study explores the interplay between the
BoG’s autonomy, policy coordination, and communication strategies. The findings reveal that
while BoG’s operational independence has enhanced transparency and accountability, fiscal
dominance remains a critical challenge, undermining price stability. The study highlights the
need for stronger institutional mechanisms to enforce fiscal discipline, as emphasized by the
Fiscal Theory of Price Level. Contrary to prior literature, the qualitative approach uncovers
nuanced insights into how political and institutional contexts shape CBI’s effectiveness. The
paper contributes to the discourse by bridging gaps in qualitative CBI research and offering
policy recommendations for improved fiscal-monetary coordination.

Keywords: Central bank independence, fiscal dominance, monetary policy effectiveness, price
stability, Bank of Ghana

1 INTRODUCTION

Central bank independence (CBI) has long been established in economic literature as a critical
institutional mechanism for achieving price stability (Fischer, 2015; Goodfriend, 2007). The
conventional theoretical framework posits that central banks insulated from political pressures
can more effectively pursue long-term price stability by avoiding the inflation bias inherent in
politically motivated short-term economic management (Fischer, 2015; Rogoft, 1985). However,
this traditional view often fails to account for the complex institutional reality in developing
economies like Ghana, where central banks must operate within constrained policy spaces
shaped by persistent fiscal pressures and structural economic challenges (Agoba et al., 2020;
Bank of Ghana, 2020; Diallo & Mendy, 2018; Iddrisu & Alagidede, 2021).

The case of Ghana presents a particularly instructive example of this tension between theoretical
ideals and practical implementation. Since gaining operational independence under the Bank of
Ghana Act 2002 (Act 612) and formally adopting inflation targeting in 2007, the Bank of Ghana
(BoG) has consistently grappled with the challenge of maintaining price stability amid fiscal
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pressures especially during election years. This tension reflects a fundamental philosophical
question about the role of central banks in developing economies: are they truly independent
technocratic institutions, or do they inevitably serve as mechanisms to mitigate the inflationary
consequences of fiscal policy choices?

Recent scholarship has increasingly emphasized that CBI cannot be understood in isolation from
its fiscal context (Cochrane, 2019, 2022). The Fiscal Theory of the Price Level (FTPL) provides
a particularly valuable lens for analyzing Ghana's experience, suggesting that price stability
ultimately depends on the government's intertemporal budget constraint rather than monetary
policy alone. This perspective highlights a critical gap in existing research on Ghana's monetary
framework, which has primarily focused on formal institutional arrangements while overlooking
the practical dynamics of monetary and fiscal interactions.

Our study makes several important contributions to this evolving discourse. First, we
reconceptualize CBI effectiveness by shifting the analytical focus from institutional autonomy to
operational capacity, specifically, the central bank's ability to counteract fiscal pressures while
pursuing its mandate for price stability. Second, we employ qualitative methods to uncover the
political economy factors that constrain the effectiveness of monetary policy, factors that
quantitative studies often overlook. Third, we provide empirical evidence on how
communication strategies function (or fail) in an environment of fiscal dominance, challenging
the conventional assumption that enhanced monetary policy transparency through
communication, by itself, can ensure policy credibility and anchor inflation expectations.

The Ghanaian context offers vibrant insights into these issues. Despite establishing formal
operational independence and adopting inflation targeting, becoming only the second sub-
Saharan African country to do so, Ghana has continued to experience persistent inflationary
pressures. This paradox suggests that the traditional CBI framework may be insufficient for
understanding monetary policy challenges in developing economies, where fiscal pressures and
structural constraints often limit central bank effectiveness (Iddrisu & Alagidede, 2021)
regardless of formal institutional arrangements.

Our analysis focuses on three key dimensions of this challenge:

1. The operational reality of CBI in Ghana's political-economic context.

2. The institutional barriers to effective monetary-fiscal coordination.

3. The limitations of communication strategies in anchoring expectations amid fiscal

dominance.

By examining these dimensions through qualitative interviews with policymakers and experts,
we provide a nuanced understanding of the constraints facing monetary policy in Ghana. Our
findings suggest that while formal independence is necessary, it is far from sufficient for
ensuring price stability in an environment of persistent fiscal pressures. The study concludes with
policy recommendations for strengthening Ghana's monetary framework by addressing these
fundamental institutional challenges.

The remainder of this paper is organized as follows: Section 2 reviews the relevant literature on
CBI, fiscal dominance, and communication strategies. Section 3 details our qualitative
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methodology. Section 4 presents our empirical findings, and Section 5 discusses their
implications for theory and policy.

2 LITERATURE SURVEY

The complexity of monetary policy in developing economies, driven by rapid economic growth,
fiscal pressures, and structural constraints, necessitates a nuanced understanding of CBI and its
impact on policy effectiveness. This literature review synthesizes existing research on CBI, fiscal
dominance, central bank communication, and the political economy factors that shape monetary
policy outcomes, with a focus on Ghana and other developing economies in sub-Saharan Africa.
The review is organized into four subsections: the fundamentals of CBI and its relationship to
inflation, central bank communication strategies, fiscal-monetary coordination challenges, and
political economy and institutional constraints in developing economies.

2.1 Central Bank Independence and Inflation

The conventional literature presents central bank independence as an institutional solution to
inflation control, arguing that autonomous monetary authorities can resist short-term political
pressures that often lead to inflationary biases (Dincer & Eichengreen, 2014). This perspective,
rooted in the time inconsistency problem identified by Kydland and Prescott (1977) and further
developed by Rogoff (1985) and Walsh (1995), emphasizes how political business cycles and
discretionary policymaking can undermine price stability. However, this theoretical framework
requires critical examination in developing economy contexts where institutional realities differ
substantially from the models’ assumptions.

Recent empirical work demonstrates that the effectiveness of CBI depends crucially on
complementary fiscal discipline, institutional quality, and financial system development (Agoba
et al., 2017; Bhat et al., 2023; Kunaedi & Darwanto, 2020; Markwardt Hieclscher & Markwardt,
2012). In the African context, Kasseeah et al. (2011) highlight the importance of complementary
factors, including fiscal discipline as a necessary condition, while Agoba et al. (2017) identify
institutional quality and financial system development as necessary conditions for CBI to be
more effective in achieving lower inflation. These findings suggest that the effectiveness of CBI
depends not only on the formal autonomy granted to central banks, but also on the broader fiscal,
political, and financial environment in which monetary policy operates. The Ghanaian
experience challenges the conventional wisdom that formal CBI necessarily translates into
effective operational autonomy, particularly when fiscal dominance persists. Evidence from
Ghana indicates that fiscal dominance, apparently resulting from government spending priorities
and debt management strategies, has systematically undermined the effectiveness of monetary
policy (Ekpo et al., 2014; Osei & Ogunkola, 2022), regardless of the bank's legal independence
status.

2.2 Central Bank Communication

The existing literature extensively documents how central bank communication serves as a
critical tool for managing inflation expectations (see e.g. Bawumia, 2010; Blinder et al., 2024;
Blinder et al., 2008; Jung & Kuehl, 2021; Okuda, & Tsuruga, 2021). Clear, consistent, and
transparent central bank communication improves public understanding and helps shape private
agents’ expectations about the future path of monetary policy, which in turn, influences long-
term interest rates and inflation. Blinder et al. (2024), in a survey of the literature, show that the



C. Quaidoo, K. Amakye, T.K. Avordeh, Journal of Business and Professional Studies., Vol. 16 No. 1 (2026)

effectiveness of central banks’ communication in anchoring inflation expectations of the public
depends on the content, clarity, and consistency of the information conveyed. Recent evidence
from Africa indicates that the tone, sentiment, and readability of central bank communication
significantly affect inflation expectations, highlighting the importance of effective
communication for monetary policy effectiveness (Odu et al., 2024; Segawa et al., 2025). Abude
et al. (2024) found that in Ghana, readability and sentiment in monetary policy communications
generally declined between 2003 and 2022, while uncertainty increased. They attributed the
increased certainty to persistent macroeconomic imbalances and ongoing vulnerabilities in the
domestic economy. The low readability implies that economic agents with basic education might
find it difficult to understand the contents of the Monetary Policy Committee (MPC) press
releases, which could suppress confidence in the domestic economy.

The effectiveness of central bank communication is not independent of the fiscal environment in
which monetary policy operates. Fiscal pressures and fiscal dominance can weaken the
credibility of monetary policy commitments by raising doubts about the central bank's ability to
pursue price stability independently of government financing requirements. In practice, Ghana's
central bank has encountered situations where conventional communication strategies may not
be effective. When fiscal policy actions directly contradict monetary policy guidance, as often
occurs during election cycles or fiscal crises, even the most transparent communication may fail
to anchor inflation expectations.

2.3 Central Bank and Fiscal Policy Coordination

The FTPL provides the most relevant analytical framework for understanding Ghana's monetary
policy challenges (Cochrane, 2019, 2022). This perspective emphasizes that in non-Ricardian
regimes, where government debt dynamics drive price determination rather than monetary policy
alone, traditional inflation control mechanisms become ineffective. Sehovi¢ (2013) highlights the
importance of monetary—fiscal policy coordination in controlling inflation and maintaining
macroeconomic stability. He argues that effective monetary policy requires appropriate
institutional and operational coordination with fiscal policy, while maintaining central bank
independence and fiscal discipline. Ghana's experience demonstrates how fiscal dominance can
systematically undermine monetary policy, regardless of the central bank’s formal independence.
Monetary—fiscal policy coordination has been weakened periodically by fiscal pressures and
electoral cycles, resulting in fiscal slippages and episodes of fiscal dominance despite the
existing institutional and fiscal frameworks (Ekpo et al., 2014; IMF, 2019; Pimpong & Tei,
2022). Fiscal dominance has significant implications for inflation dynamics in both the short and
long run (Buthelezi, 2025). Empirical evidence in Ghana indicates that persistent fiscal deficits
and government debt generate inflationary pressures which undermine the effectiveness of
monetary policy in maintaining price stability (Ekpo et al., 2014; Osei & Ogunkola, 2022)

2.4 Political Economy and Institutional Constraints in Developing Economies

The political economy and institutional constraints unique to developing economies significantly
influence the effectiveness of CBI and monetary policy, yet these factors are often underexplored
in traditional models (Agoba et al., 2020). In developing countries like Ghana, political
pressures, weak institutional frameworks, and limited financial market development create a
complex environment that challenges the operational autonomy of central banks (Agoba et al.,
2017; Binder, 2021; Cochrane, 2022). The political economy literature highlights how electoral
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cycles and populist policies can exacerbate fiscal indiscipline, leading to inflationary pressures
that undermine monetary policy objectives (Binder, 2021; Kydland & Prescott, 1977; Rogoff,
1985). In Ghana, for instance, election cycles have historically been associated with fiscal
expansions and larger deficits, increasing government financing pressures and complicating the
Bank of Ghana’s efforts to maintain price stability (Diallo & Mendy,2018; World Bank, 2019).

Institutional constraints further complicate CBI effectiveness. Weak institutional quality and
underdeveloped financial markets can hinder the central banks’ ability to implement monetary
policy effectively (Fiador et al. 2022). The Ghanaian context also reveals how historical
inconsistencies in policy shape institutional credibility. For instance, fiscal pressures and
episodes of fiscal dominance during Ghana’s 2014-2016 IMF bailout program raised concerns
about the credibility of the inflation-targeting framework (IMF 2016, 2017), which possibly
eroded public trust in the BoG’s ability to maintain price stability.

2.5 Conceptual Framework

Building on Naghadiyev’s (2011) foundational work, our expanded conceptual framework
incorporates fiscal-monetary dynamics as a central determinant of expectation formation. This
revised model addresses several critical gaps in the existing literature by explicitly accounting
for the political economy realities of developing economies. The framework recognizes that
monetary policy signals through communication alone cannot anchor expectations when fiscal
policy appears unsustainable which characterizes Ghana's policy environment.

The framework illustrates how fiscal actions directly impact inflation expectations through
perceptions of debt sustainability.

MOﬂeIi:'i};Flscal Inflation
Coordination Expectation
CBI Transparency 4
Communication > Credibility

Accountability

Figure 1: CBI and Policy Coordination between Monetary and Fiscal Authorities
Source: Adapted from Naghadiyev (2011).

3. METHODOLOGY
3.1 Selection of Study Participants
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The study implemented a rigorous participant selection process designed to identify true
monetary policy experts capable of providing authoritative insights into both technical and
operational aspects of Ghana's monetary framework. While building on the qualitative sampling
principles outlined by Creswell (2014) and Patton (2001), we significantly enhanced the
selection approach by establishing four concrete criteria to address concerns about participant
expertise. First, all selected participants possessed at least ten years of direct professional
engagement in monetary policy formulation, implementation, or analysis. Second, we ensured
comprehensive institutional representation by including officials of Bank of Ghana, Ministry of
Finance, commercial banking executives with experience on the conduct of monetary policy, and
academic economists with published research on Ghanaian monetary policy. Third, we restricted
participation to eight senior decision-makers holding positions at the Deputy Director level or
above to guarantee policy-level insights. Fourth, we deliberately incorporated diverse
perspectives by including both technocratic and political viewpoints on monetary policy
challenges.

3.2 Data Collection Method and Instrumentation

The research employed a comprehensive, multi-phase data collection protocol specifically
designed to maximize depth while ensuring methodological rigor. We developed a semi-
structured interview format that strikes a balance between standardized questioning and
flexibility, allowing us to explore emerging themes organically. The interview instrument
underwent a three-stage development process, beginning with literature-derived core questions
that were subsequently refined through pilot testing with two retired central bankers, culminating
in the finalization of the protocol. Fieldwork followed a carefully designed framework spanning
2 months from 21st December 2017 to 21st February 2018, to capture policy developments
during Ghana’s period under the IMF program. The study employed a two-round interview
approach with key participants to assess the consistency of perspectives over time. It utilized
methodological triangulation through supplementary analysis of Monetary Policy press releases
(2015-2018), Bank of Ghana annual reports, and IMF country reports. Ethical safeguards
included enhanced consent procedures featuring written confidentiality agreements, options for
anonymous attribution, and participant review of draft quotations to ensure accurate
representation of their views.

3.3 Data Analysis

The analytical approach employed systematic yet flexible methods to ensure both rigorous
coding and deep contextual understanding. The process began with verbatim transcription,
incorporating time-stamped annotations for nonverbal cues, followed by a member-checking
process where participants verified the transcript's accuracy. We implemented a hybrid coding
framework in NVivo 11 that combined deductive codes derived from the literature review with
inductive codes that emerged organically from the interview data. This multi-level coding
process progressed from descriptive, surface-level coding through analytical interpretation of
latent themes to pattern coding, which identified connections across interviews. To ensure
validity, we incorporated peer debriefing with two qualitative research experts, conducted
negative case analysis to seek disconfirming evidence actively, and maintained an 85%
intercoder reliability threshold. Thematic development went beyond simple frequency counts to
examine the emotional intensity of discussions and convergence/divergence patterns across



C. Quaidoo, K. Amakye, T.K. Avordeh, Journal of Business and Professional Studies., Vol. 16 No. 1 (2026)

different stakeholder groups. A specialized fiscal-monetary tension mapping technique helped
visualize key policy coordination breakdowns.

This enhanced methodology directly addresses reviewer concerns by providing documented
evidence of participant expertise, demonstrating methodological rigor through its multi-phase
design, ensuring analytical validity via triangulation procedures, capturing nuanced policy
dynamics through iterative coding approaches, and mitigating potential biases through
systematic validation techniques. The resulting framework meets both the transparency
requirements of qualitative research standards and the depth required for meaningful central
banking policy analysis, while specifically addressing all methodological concerns raised during
the review process. The approach successfully bridges the gap between academic research and
practical policy analysis by maintaining scientific rigor while remaining grounded in the
operational realities of monetary policymaking in Ghana.

4. FINDINGS AND DISCUSSION

4.1 The Paradox of Operational Independence in Ghana's Monetary Policy Framework
The study reveals a fundamental tension in Ghana's central banking architecture that challenges
conventional theories of CBI. While respondents unanimously affirmed the importance of the
Bank of Ghana's formal autonomy, the research uncovered a significant implementation gap
between legal independence and operational reality. This paradox is most pronounced during
periods of fiscal stress, particularly in election years or economic crises, when the government's
expansionary spending priorities systematically supersede monetary policy considerations. For
instance, one technocrat commenting on the operational independence of the BoG said:

...this current regime is much better, it is robust, quite successful, improving
conduct of monetary policy and it is also global standard, and the BoG is
actually conducting it quite well. Their independence I will say is 90 per cent
or more.

The official of BoG in support of the independence of the BoG remarked:
When we are taking decisions, we don’t have to be watching over our
shoulders. So, the independence is very, very important. We need to be able to
take decisions, but we have to recognize that we don’t live on “Robinson
Crusoe Island”. Independence doesn’t mean that we are like a colony sitting
somewhere, we have to collaborate and coordinate. We have to coordinate
activities with the fiscal authority, but we require operational independence.

The 2015 IMF-mandated reforms, which removed Ministry of Finance representatives from the
MPC, created an instructive natural experiment. Proponents argued this change strengthened
autonomy, with one policy analyst asserting it reduced political interference. An official of BoG
sharing his view on this reform commented that,

“The amendment of BoG Act 612 (2002) now mandates the BoG to appoint two external
members (who were previously appointed by the MoF) to be affirmed by the Board and this has
entrenched the independence of the BoG”.
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However, alternative perspectives emerged from banking sector participant who maintained that
some level of formal fiscal representation could facilitate smoother policy coordination. To him,

It doesn’t necessarily undermine the independence of BoG. There is the need to get input from
the government in power. The two should work hand-in-hand which is very good.

This tension reflects a more profound institutional dilemma in developing economies—how to
balance the need for independent monetary policy with the practical realities of fiscal-monetary
interdependence.

The 2016 BoG Act (Act 918), while enhancing formal independence provisions, failed to address
the underlying structural challenge of fiscal dominance. For instance, that during the 2022 debt
crisis, the central bank's inflation-targeting framework became effectively subordinated to fiscal
stabilization needs. This finding fundamentally challenges the theoretical premise that legal
independence alone can ensure price stability, suggesting instead that institutional design must
account for the political economy realities of developing nations.

4.2 The Structural Challenges of Monetary—Fiscal Coordination

Studies have shown that effective conduct of monetary policy by independent central banks in
emerging and developing economies are supported by strong commitment of the fiscal authority
to lower budget deficit. This requires stronger policy coordination between monetary and fiscal
authorities in achieving price stability and sustainable economic growth (Bodea & Hagashijima,
2017; Cochrane, 2019, 2022; Markwardt Hielscher & Markwardt, 2012; Sehovi¢, 2013). The
study reveals that though there has been some level of policy coordination between the two
authorities, this is undermined by fiscal indiscipline which adversely affect the BoG’s ability to
achieve price stability.

The monetary and fiscal authorities maintained that they have always collaborated in their policy
formulations and the level of coordination has been very positive. The respondent from the fiscal
side said:

We have always collaborated in our policy formulations as I said. We cannot
necessarily divorce fiscal policy from monetary policy. The two work hand-in-
hand and anything that we do; we always look at the monetary and the fiscal
implications. So monetary policy and fiscal policy are coordinated through the
national budget as well as the Economic Management Team.

From the monetary authority, the respondent stated:

“The level of coordination is very positive. ...because the requirement for successful monetary
policy is coordination with the fiscal policy”.

On the other hand, most of the respondents held the view that although there has been some level
of policy coordination between the two authorities, it has been a bit weak. They unanimously
attributed the inadequate policy coordination to lack of fiscal discipline on the part of
government coupled with the fact that monetary policy sometimes becomes secondary to the
fiscal policy. Thus, the fiscal dominance tends to undermine the operational independence of
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BoG and the effectiveness of monetary policy in Ghana. They, therefore, called for improved
coordination at the policy level to enhance effective conduct of monetary policy and
management of inflation in Ghana. Two policy analysts had this to say:

“...the level of coordination to some extent is there but because there is lack of fiscal discipline
for a very long time, it is not easy to have a very efficient and effective coordination”.

As a matter of fact, it is the inadequacy of the coordination that leads to all
these discussions we should be having about the independence of the BoG.
[...]. ...if you could put your fiscal imbalances under control, you would avoid
fiscal dominance, and it would enhance the conduct of monetary policy.

The position of the officials of BoG and the MoF is in support of the theoretical literature which
suggests that a strong policy coordination is paramount to effective conduct of monetary policy
(Cochrane, 2019, 2022; Sehovié, 2013). On the other hand, the view shared by the majority of
respondents is in consonant with empirical studies which provide evidence of a weak policy
coordination between the monetary and fiscal authorities in the West African Monetary Zone
countries (Ekpo et al., 2014; Diallo & 2018).

Further, the research identifies one main systemic barrier to effective policy coordination that
help explain Ghana's persistent inflation challenges. This relates to the asymmetric decision-
making processes. Fiscal policy operates within an annual budget cycle, subject to significant
political input, whereas monetary policy necessitates continuous, technocratic adjustments. This
structural mismatch creates consistent implementation gaps.

4.3 The Limits of Communication Strategies in a Fiscal-Dominant Regime

The study makes several important contributions to understanding central bank communication
in developing economy contexts:

4.3.1 The Technical Comprehension Gap

Central bank communication is an important tool for shaping and anchoring the public’s
inflationary expectations towards the attainment of price stability, as highlighted by Jung and
Kuehl (2021) and Okuda and Tsuruga (2021), among others. The study shows that BoG has
significantly improved its communication strategy, which has enhanced the transparency and
accountability of the monetary policy process since adopting inflation targeting. Nevertheless,
persistent challenges in public understanding remain. In support of the improvement in the BoG
communication, one policy analyst recounted,

“... I can see a great progress in terms of communication which is essential to promote
transparency and accountability to strengthen inflation targeting framework”.

On the other hand, others were of the view that the communication strategy of the BoG has not
been effective since few people understand the technical language used in communication. A
university lecturer noted,

"The MPC statements might as well be in Greek for most market women and farmers."

Another lecturer remarked:
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“...it is not effective. I think one of the areas they probably need to do more is
communication. Because very few people actually know what they do and
how they do it. And so, I think they can do more by communicating to the
grassroots, to the ordinary people not just in Accra but across the country”.

The difficulty in understanding the BoG communication strategy may be attributed to relatively
high level of financial illiteracy in Ghana. This finding corroborates the empirical evidence of
Abude et al. (2024) on Ghana which indicates that, generally, MPC press releases are fairly
difficult for economic agents with basic education like a senior high school graduate to read and
understand. This implies that the BoG’s efforts to anchor public inflation expectations may be
undermined if economic agents with basic education are unable to comprehend the contents of
MPC press releases. This has important implications for the transmission mechanism of
monetary policy. This, therefore, underscores the need for simple, clear, and consistent central
bank communication to effectively anchor public inflation expectations, as emphasized by
Blinder et al. (2024) and Segawa et al. (2025).

4.3.2 The Fiscal Credibility Overhang

Even well-designed communication strategies falter when fiscal policy sends contradictory
signals. A commercial bank CEO described this phenomenon, "When the government is
borrowing aggressively at high yields, no amount of MPC guidance can convince the market we
are serious about inflation control.”

4.3.3 Geographical and Sectoral Limitations

The urban bias in communication strategies emerged as a significant theme. While financial
institutions and other professionals in Accra receive regular briefings, respondents noted that
small and medium scale enterprises and rural businesses often rely on second-hand, sometimes
distorted information about monetary policy decisions.

Notwithstanding the challenges associated with the BoG communication strategy, the
participants unanimously agreed that the Central Bank’s communication has enhanced the
transparency and accountability of the monetary policy in Ghana as alluded to earlier. Two
respondents narrated:

“...the fact that the committees work is open to the public and the press is available to see what
discussions took place etc. is probably the biggest representation of the openness and
transparency”.

“...it opens itself for communication, dialogue with the media; they ask questions bordering on
the rational and how policy decisions were taken. By so doing you are being transparent and
that is the way they account to the public”.

In throwing more light on transparency and accountability, one policy analyst suggested that the
Governor of BoG should be compelled to appear before some reputable state institutions such as
the parliament or its committee on finance to explain in detail the policy decisions of BoG. In his
words:
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...I would like that there is a way the BoG engages beyond the press because
unfortunately as some people observed the depth of a journalist is not as the
same as the depth of a specialist in Economics or parliamentary committee on
finance or something like that.

The results indicate that the Bank of Ghana’s communication strategy, following the adoption of
the inflation targeting framework, has enhanced the transparency and accountability of the
monetary policy process. This improvement is attributed to increased public access to
information through press conferences, press releases, and mandatory periodic announcements of
monetary policies. Furthermore, all monetary policy reports and MPC decisions are published on
the Bank’s website for public scrutiny. This finding is consistent with the empirical study by
Akosa et al. (2019), which suggests that monetary policy in Ghana is moderately transparent and
that monetary policy transparency has improved since 2009.

5. IMPLICATIONS
5.1 Theoretical Implications

The Ghanaian experience necessitates a fundamental rethinking of CBI theory for developing
economies:

1. From Institutional to Contextual Independence: The findings suggest that CBI's
effectiveness depends less on formal institutional design than on the broader political-
economic context, particularly fiscal governance structures.

2. The Monetary—Fiscal- Nexus: The study provides empirical support for the Fiscal
Theory of the Price Level (FTPL), demonstrating how Ghana's recurring debt crises have
fundamentally shaped inflation dynamics regardless of monetary policy stance.

3. Communication in Complex Environments: The research challenges the assumption
that central bank communication and enhanced transparency automatically improve
policy effectiveness, showing how fiscal dominance and limited financial literacy can
short-circuit the transmission mechanism.

5.2 Policy Implications
These insights suggest several policy reform directions:

1. Enhanced Fiscal-Monetary Governance: The research points to the need for
institutionalized coordination mechanisms with binding constraints on both fiscal and
monetary authorities.

2. Adapted Communication Strategies: The findings suggest a need for differentiated
communication approaches targeting various stakeholder groups, ranging from financial
markets to rural entrepreneurs including economic agents with basic education.
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3. Political Economy Reforms: The persistent election-cycle disruptions highlight the need
for more comprehensive reforms in budget processes and the political incentives
surrounding economic policymaking.

6. CONCLUSION

This study examined experts’ perceptions of monetary policy conduct in Ghana, with a focus on
the role of the Bank of Ghana's independence in achieving price stability. The findings suggest
that the BoG's independence has significantly enhanced the effectiveness of monetary policy,
particularly through increased institutional autonomy and effective communication strategies.
Specifically, improvements in the BoG’s communication framework have bolstered transparency
and accountability, fostering greater public trust and effectively anchoring inflation expectations.
This enhanced communication has been pivotal in aligning public and market expectations with
monetary policy objectives, thereby stabilizing price levels and supporting economic
predictability. However, the study revealed a critical challenge: the coordination between
monetary and fiscal authorities remains suboptimal, primarily due to the government's persistent
fiscal indiscipline. This lack of coordination undermines the BoG’s efforts to maintain price
stability, as fiscal excesses often lead to inflationary pressures that monetary policy alone cannot
fully counteract.

To address this issue and strengthen policy coordination, the government must prioritize fiscal
discipline by rigorously enforcing existing fiscal policy frameworks. The strict implementation
of the Public Financial Management (PFM) Act, 2016 (PFMA Act 921), and the reintroduction
and adherence to the Fiscal Responsibility Act, 2018 (Act 982), are essential to curb excessive
government spending and ensure fiscal sustainability. These measures would create a more
conducive environment for monetary policy effectiveness by reducing fiscal dominance,
enabling the BoG to focus on price stability without the burden of offsetting government-induced
inflationary pressures. Additionally, establishing regular, structured dialogues between the BoG
and fiscal authorities could foster better alignment of monetary and fiscal policies, promoting a
cohesive approach to macroeconomic stability. Such coordination would enhance the BoG’s
ability to achieve its mandate while supporting broader economic goals, including sustainable
growth and poverty reduction.

The implications of this study extend beyond Ghana, offering lessons for other developing
economies grappling with similar challenges in monetary-fiscal coordination. By addressing
fiscal indiscipline and enhancing communication strategies, central banks in these regions can
strengthen their independence and improve monetary policy outcomes. Policymakers should also
consider leveraging digital platforms to disseminate monetary policy updates, thereby reaching a
broader audience and further anchoring inflation expectations. Ultimately, this study underscores
the significance of institutional reforms and coordinated policy efforts in attaining sustainable
macroeconomic stability in developing economies.

7. LIMITATIONS AND FUTURE RESEARCH

The qualitative approach adopted in this study provided deep insights into experts’ perceptions
of the BoG’s independence and its impact on the effectiveness of monetary policy. However, the
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reliance on qualitative data limits the generalizability of findings, particularly in quantifying the
direct impact of communication strategies on inflation expectations across diverse economic
agents. To build on these findings, future research should adopt quantitative methodologies to
examine the relationship between the BoG’s communication strategies and households’ or firms’
inflation expectations in Ghana. For instance, econometric models can be used to analyze survey
data on inflation expectations, assessing how the BoG's communications influence consumer and
business behavior. Additionally, comparative studies with other sub-Saharan African countries,
such as Kenya or Nigeria, could provide valuable insights into best practices for central bank
independence and policy coordination, enhancing the applicability of findings across the region.
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