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| ABSTRACT

Youth unemployment is gradually becoming an extremely security situation the world over. This youth unemployment is a
structural issue rather than a mere job creation issue. Unemployment is defined as the situation where people who are willing
and able to work, and are looking for jobs to do but can find none within the next two weeks. (World, 2013)Macroeconomic
stability has been accepted the world over as the fundamental factor crucial for sustainable economic growth and job creation.
In Ghana, the unstable nature of inflation, interest rates, exchange rates, and fiscal balances have significantly influenced labour
market outcomes. This paper evaluates how macroeconomic stability influences job creation in Ghana.. This paper draws heavily
on the empirical evidence emanated from studies and recent economic trends. The study finds that while macroeconomic
stability creates an enabling environment for employment growth. There are structural constraints such as skills mismatches
between the available jobs created from the opportunities created and the skills required by those jobs. Which labour market
inefficiencies limit its full impact. The paper concludes that macroeconomic stability must be complemented by structural
reforms to achieve sustainable job creation.
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1. Introduction

Youth unemployment has now become a national security issue which has created civil unrest in many African countries to
which Ghana is no exception. We are now witnessing what is happening in South Africa and its repercurtions on the
macroeconomic stability and job creations in the sub-Sahara sub-region and even beyond. Successive Governments of Ghana
have all made some interventions, but to no avail. By youth unemployment, we mean the situation where people, especially the
youth who are willing and able to do the available jobs but can find none. By job creation we mean the decent jobs that are
created by the government as a policy measure to reduce the teeming youth unemployment. We are talking about decent jobs
which can pay some meaningful wages and salaries to the youth and not just a stop-gap measure. Job creation always remains
a critical economic challenge in Ghana, particularly in the context of rapid population growth and rising number of graduates our
tertiary institutions are churning out annually.

The unemployment situation in Ghana can be blamed partly on our educational institutions and partly on the skills acquisition by
the youth themselves. Our educational institutions are producing graduates who are job hunters instead of job creators. We
dont trained the youth to create jobs for themselves rather we trained them to look for non-existing jobs. We are training youths
without the requisite knowledge and skills that are needed by the labour market. Our graduates are being displaced by the
advent of technological advancement. RK Asravor & FG Sackey (2023, argue that technological changes affect job gain and job
loss in Ghana. The authors argue that adoption of technology can lead to job destruction in some sectors of our economy whiles
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creating countless jobs in other sectors of the same economy. Conversely, however, new industries and services generated by
the advancement of technology and Finatech trades create more jobs for the youth than the Agricultural and the service sector
of the economy.

We need policy prescriptions and guidelines to be in position to solve the youth unemployment completely. Policy framework
on the youth unemployment needs to focus on the retraining workers and facilitate mobility of technology to enable the youth
to size those readily available opportunities. Ghana has always experienced cycles of macroeconomic instability significantly
marked by high inflation, currency depreciation, and fiscal imbalances which can never create the enabling environment for the
creation of needed employments opportunities. There is a situation where there is a relative stability driven by policy reforms
and macroeconomic indicators which is not enough to fuel the environment for the creations of the jobs. We need total stability
in the macro-level environment to be able to create the employment. Macroeconomic stability refers to a situation where key
economic indicators such as inflation, interest rates, exchange rates, and public debt are maintained at sustainable and
predictable levels. It is widely acknowledged that the macroeconomic environments are necessary conditions for fostering
investment, economic growth, and employment (Fischer, 1993). Once there is stability in all the macro indicators, the enabling
environment would be created for private investment to strife, which would create the needed jobs. There are economic growths
that can create jobs and there are economic growths that cannot create jobs, unfortunately both would always emanate from the
macroeconomic environment. Employment remains one of the macroeconomic indicators of stable macro-environment. This
paper explores the extent to which macroeconomic stability influences job creation in Ghana.

2. Literature review

This segment of the paper analysis the various literature analysis conducted already into the topic macroeconomic stability and
its impact on the job creation in Ghana, and the various theories upon which the studies is anchored with their empirical
evidence.

2.1 The Concept of Unemployment explained in brief

Unemployment is a phenomenon of job-seeking resulting out of joblessness. The International Conference of Labour
Statisticians (ICLS) of the ILO considers a person of working age (e.g. 15p years in Ghana) to be unemployed if during a specified
reference period (either a day or a week), that person had been: ‘without work’, not even for one hour in paid employment or
self-employment of the type employments covered by the international definition of employment; ‘currently available for work’,
whether for paid employment or self-employment; and ‘seeking work’, by taking active steps in a specified recent period to seek
paid employment or self-employment. In effect, a jobless person who is available for work but fails to make an effort to seek
work is described as a ‘discouraged worker’ rather than unemployed person. Furthermore, a person who is working but engages
in job-seeking for the purpose of obtaining additional income or diversifying their job portfolio among other reasons as a
moonlighter (Baah-Boateng et al., 2013) the unemployment in Ghana can be classified into four main categories such as
structural unemployment, where there is a massive skills mismatch at the labour market. Then we have seasonal unemployment,
where people are in and out of jobs periodically. We also have cyclical unemployment and so others

The unemployment situation in Ghana is increasingly becoming a national security issue, which must be treated with all the
attention and the energy it deserves. Employment can be defined as the number of people willing and able to offer themselves
to do the available jobs. First of all, the people must be willing and readily available to accept and do the available jobs. This
brings about the dynamism in our employment situation. Are the youth ready skills wise to accept and do the available jobs? Do
they possess the required skills in demand by the labour market? These rather critical questions bring the youth unemployment
issue to the fore for proper public scrutiny and address. The first questions answer is that the youth don't possess the required
skills required at the current job market. Today's labour market demand high-level form of technical and computer based skills
which most of the youth don’t possess.(Dumevie, 2025) Advancement in technology is creating new jobs every now and then.
What is lacking is the required skills and the technicalities required to handle these jobs. (Fosu, Twumasi and Oppong, 2025) The
digital infrastructure and its space are offering numerous job opportunities for the youth but these youth are not prepared and
not ready for the labour market. In addition to this, the digital world is changing rapidly and faster than any other sphere of our
economic life. It also creates more jobs than other sectors of the Ghanaian economy.

The varied- nature of employment in Ghana are increasingly influenced by technological advancement and macroeconomic
policies, making the understanding of labour market outcomes even more complex. Technological change creates a two- effect
on employment, at the same time, by creating opportunities in emerging sectors while displacing workers in traditional
industries. This situation agrees with the Skill-Biased Technological Change (SBTC) theory, which posits that technological
innovations evenly assists skilled workers, increasing the demand for high-skill labour while reducing the demand for low-skill
labour (Asravor & Sackey (2023) this has collaborated the fact that employment now is skills based than theoretical based.

Page | 87



Assessing The Impact Of Macroeconomic Stability On Unemployment In Ghana

Knowledge is now about technicalities of every job which offers the opportunities. Empirical analysis by Asravor and Sackey
(2023) revealed that automation and digitalization in manufacturing and agriculture have led to job losses. Even agriculture
which is taunted as the backbone of every economy and which is the largest employer is also displacing people job wise for the
lack of technical skills, whereas ICT and fintech industries have expanded employment opportunities, which are in need of
technical skills particularly in urban areas. Furthermore, Routine-Biased Automation theory explains that routine, repetitive tasks
are more susceptible to displacement, while non-routine cognitive and interactive tasks remain relatively secure. This theory has
also added more explanation, by the fact that routine and repetitive tasks are more likely to displace and make more people
redundant than no-routine and repetitive jobs. These repetitive jobs are more learnable on the jobs than other skills required at
the labour market. (Fosu, Twumasi, & Oppong, 2025). This is evident in Ghana, where low-skilled labour in traditional sectors
faces higher unemployment risk following technological adoption (Dumevi, 2023).

Employment outcomes in Ghana are also shaped at the macro level by macroeconomic environments, which provide the
foundation for sustainable job creation. The Keynesian employment theory emphasizes that aggregate demand drives
employment, which aggregate demands are highly influenced by the exchange rate and the inflations and other stable
macroeconomic conditions. All these macroeconomic indicators such as inflation, fiscal prudence, and predictable exchange
rates encourage private sector investment, which would ultimately lead to the promoting of labour absorption and job
creations which is hinged on the stable macroeconomic indicators. (Adegboye, 2020). Supporting this perspective, Antwi, Mills,
and Zhao (2013) find through cointegration analysis that GDP growth positively correlates with employment, but
macroeconomic instability diminishes the translation of economic growth into jobs. Akosah (2015, 2024), further using general
equilibrium models, again demonstrates that both fiscal consolidation and monetary stability encourage private investment and
employment creation, while abrupt policy shocks exacerbate unemployment, particularly among low-skilled workers. Their
findings also resonate with Structuralism labour market theory, which underscores that sectorial imbalances and rigidities can
prevent labour markets from fully capitalizing on growth opportunities (Baah-Boateng, 2004).

A critical dimension of employment in Ghana is the role of human capital in mediating labour market outcomes. According to
Human Capital theory (Becker, 1964), investment in skills and education enhances productivity and employability. However, the
mismatch between available skills and the requirements of technologically advanced sectors limits employment gains. Baah-
Boateng (2015) and Dumevi (2023) highlight that despite macroeconomic growth and technological adoption, structural
mismatches in skills prevent full labor absorption, contributing to persistent youth unemployment and regional disparities.
Evidence from Fosu et al. (2025) further indicates that sectors such as mobile money and ICT employ workers with higher digital
literacy shall always get jobs and get motivated to be retained and remained on those jobs, while low-skilled workers in
agriculture and manufacturing are displaced, reinforcing the importance of training and reskilling programs.

Integrating these theoretical perspectives provides a holistic framework for understanding Ghana's employment challenges.
Technological change drives structural shifts in the labour market (SBTC and Routine-Biased Automation) can help in that
direction by proving some more clarity on the matter, macroeconomic stability is necessary for sustainable job creation
(Keynesian theory), structural mismatches constrain employment growth (Structuralist theory), and human capital investment
mediates workforce adaptability (Human Capital theory). Collectively, the literature underscores that while technology and
economic growth have the potential to create employment, they also generate displacement risks, particularly for low-skilled
workers.

Despite extensive research, gaps remain. Few studies examine the combined effects of technological adoption and
macroeconomic policy on both job creation and destruction across sectors. Additionally, there is limited evidence on how
targeted human capital interventions can mitigate employment displacement in Ghana. Addressing these gaps is essential for
developing theory-driven policies that ensure technological progress and macroeconomic growth translate into inclusive
employment outcomes.

2.3 Determinants of unemployment in Ghana
These determinants can be categorized into two main groups Macroeconomic determinants and non-macroeconomic
determinants ,the non- macroeconomic determinants are

2.3.1 Technology and Employment Dynamics in Ghana

The relationship between technological advancement and employment in Ghana has received increased attention in the
literature recently. Asravor and Sackey (2023) argue that technology creates a double effect on the work force at same time , that
is to say that it is destroying jobs in traditional sectors and creating employment opportunities in new, technologically intensive
sectors. Their empirical analysis of Ghanaian labour data reveals that automation and digitization in manufacturing and
agriculture have led to job losses, which job losses really are losses to the country because people are not readily available to
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accept those employment opportunities created by the stable macro environment. Whiles the ICT and fintech sectors have
experienced significant job gains. The authors are of the view that the net impact of technology and its advancement on
employment is largely determined and influenced by the skills composition of the labour force and the policy environment,
which therefore suggests that without appropriate policy interventions, technological adoption may exacerbate unemployment
among low-skilled workers. This is a matter of policy intervention which must mostly be addressed immediately. Dumevi (2023)
corroborates these findings, by highlighting the fact that rising unemployment in Ghana persists despite periods of economic
growth, a phenomenon often described as “jobless growth., this means that stable macroeconomic environment alone is not
enough to create the needed jobs, but job creation have some intentionality and with a strategic policy framework on this
youth unemployment. This policy framework should be followed with all the alacrity and with all the seriousness must be
attached to it. The study emphasizes that technological change can exacerbate unemployment among low-skilled workers
unless accompanied by robust training and reskilling program. Furthermore, Fosu, Twumasi, and Oppong (2025) demonstrate
that technology-driven sectors such as mobile money have created substantial employment opportunities, whereas labour-
intensive traditional sectors are more vulnerable to job losses, so technical and vocational skills training and acquisition must be
emphasis in normal skim of things particularly under restrictive monetary policies.

2.3.2 Macroeconomic Policies and Employment Outcomes

The free interplay between macroeconomic stability and employment generation is central to any meaningful labour market
outcomes anywhere in the world to which Ghana is no exception . Adegboye (2020) asserts that macroeconomic stability
characterized by low inflation, fiscal prudence, and stable exchange rates is a prerequisite for sustainable employment growth.
So jobs cannot be created without stable macroeconomic environment. For it is the free interplay between the macro
environment and the employment opportunities that is needed to solve this unemployment problem.. During unstable macro-
environments, even the existing jobs are getting displaced. For instance an importer who employs say 10 youth as their
employees may reduce the number to say 5 if the exchange has worsen off and eroded away their working capital. Using
employment elasticity analyses for Sub-Saharan Africa, Adegboye finds that countries with stable macroeconomic environments,
including Ghana, are more successful in converting GDP growth into employment gains. Conversely, macroeconomic instability,
such as high inflation or fiscal deficits, limits the labour market's responsiveness to growth. Antwi, Mills, and Zhao (2013) provide
empirical support for this argument through an integration analysis of Ghana's macroeconomic indicators. There is enough
empirical evidence to the fact that stable macroeconomic environment support jobs creation as opposed unstable
macroeconomic environment. Their work finds that while GDP growth has a positive correlational relationship with employment,
the presence of macroeconomic instability diminishes this effect, hindering the translation of economic growth into meaningful
job creation. Akosah (2015, 2024).furthermore, asserted that expansionary fiscal and monetary policies have also contributed
significant to these job creation, this position is collaborated further by Akosah,( 2024) whose research added more to the fact
that fiscal and monetary policy interventions are critical determinants of employment outcomes. Using general equilibrium
modelling, Akosah demonstrates that both fiscal consolidation and monetary stability encourage private sector investment,
thereby creating employment opportunities, while abrupt policy shifts can increase unemployment, particularly for low-skilled
labour.

2.4 Employment Policy and Sectorial Considerations

Baah-Boateng (2004, 2015) provides a critical assessment of Ghana's employment policies, arguing that historical emphasis on
macroeconomic stability has often come at the expense of inclusive job creation sectorial analysis of the unemployment
situation in Ghana showed that even there is stable macro-environment, job creation can be done easily and cheaply by some
sectors of the economy than other sectors. Empirical analysis of labour surveys and policy documents indicates that export-
oriented and capital-intensive sectors generate limited employment, whereas employment growth is concentrated in urban and
service-oriented industries. This spatial and sectorial imbalance contributes to persistent youth unemployment and regional
disparities in labour market outcomes. Dumevi (2023) and Fosu et al. (2025) reinforce this perspective, noting that despite
technological adoption and macroeconomic growth, structural mismatches in skills and sectorial employment prevent full
utilization of labour resources. The evidence suggests that targeted interventions, including vocational training, entrepreneurship
support, and sector-specific policies, are critical to ensure that technological progress and macroeconomic growth translate into
inclusive employment gains.

2.5 Synthesis and Research Gap
Collectively, the literature posits a complex interplay between technology, macroeconomic policy, and employment in Ghana.
The increase in Technology adoption has the potential to create high-skill jobs, but can also lead to job destruction in low-skill
sectors. Macroeconomic stability enhances investment and employment growth, yet Ghana's labour market has historically
struggled with jobless growth due to policy focus on stability over inclusive employment. Moreover, sectorial and skill
mismatches persist, limiting the ability of the labour market to absorb displaced workers. Despite these insights, gaps remain.
Few studies have simultaneously examined the combined effects of technological change and macroeconomic policy on
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employment dynamics, particularly considering both job creation and destruction across sectors. This gap underscores the need
for research that integrates technological, macroeconomic, and labour policy perspectives to provide a holistic understanding of
employment outcomes in Ghana.

2.6 Key Macroeconomic Indicators and Their Impact on Job Creation

2.6.1 Inflation and Employment

Inflation has remained one of Ghana's most exposure macroeconomic indicators. High inflation erodes purchasing power and
working capital of the businesses, inflation is essentially most critical measureable variable that determines the trend of
investment, cost of living and value of a currency. This inflation discourages savings, and increases uncertainty for businesses
during the period of volatility. Studies indicate that inflation in Ghana has historically been linked to reduced economic growth,
which indirectly limits job creation .Recent developments show a significant improvement in price stability. Inflation dropped
dramatically from over 50% in 2022 to single digits by 2025-2026, reflecting tighter monetary policy and fiscal adjustments. This
stabilization is expected to improve business confidence and support employment growth.

2.6.2 Interest Rates and Investment

Interest rate is a cost of capital. Interest rates influence the cost of capital. High rates discourage borrowing and investment,
while lower rates stimulate business expansion and create jobs for the youth to reduce the youth unemployment. In Ghana,
empirical studies show that interest rates have a negative relationship with GDP growth, implying that high borrowing costs can
constrain economic activity and job creation .The recent reduction in policy rates by the Bank of Ghana, following improved
macroeconomic conditions, signals a more supportive environment for private sector growth and employment.

2.6.3 Fiscal Policy and Public Debt

Fiscal rules bring about fiscal discipline which helps in creating fiscal space needed to stabilize the macro-environment. Fiscal
discipline plays a crucial role in maintaining macroeconomic stability. Excessive public debt and fiscal deficits can crowd out
private investment and limit job creation. Research indicates that prudent debt management is essential for maintaining low
inflation and stable economic conditions in Ghana .Recent fiscal reforms aimed at reducing deficits and restoring budgetary
balance have improved investor confidence and are likely to support job creation in the medium term .

2.6.4 Exchange Rate Stability

Exchange rate volatility affects import costs, inflation, and business planning. A stable currency encourages trade and investment,
both of which are critical for employment generation. Conversely, currency depreciation can increase fiscal production costs and
reduce firms' capacity to hire.

2.7 Empirical Evidence from Ghana
Empirical studies consistently show that macroeconomic variables such as inflation, interest rates, and exchange rates
significantly influence Ghana's economic growth Since economic growth is closely linked to employment, macroeconomic
stability indirectly affects job creation.

However, the evidence also highlights limitations. For example, the absence of a strong Phillips curve relationship suggests that
reducing inflation alone does not automatically lower unemployment in any situation anywhere in the world not even in Ghana .
Structural issues, including inadequate skills and labour market mismatches, remain critical barriers.

2.8 Recent Trends: Stability and Employment Prospects

Ghana's recent macroeconomic recovery characterized by declining inflation, reduced fiscal deficits, and improved growth
projections suggests a more favourable environment for job creation. The government projects steady economic growth and
renewed investor confidence, which are essential for employment expansion. Nonetheless, job creation has not always kept pace
with economic growth. This indicates that macroeconomic stability, while necessary, is not sufficient to create jobs need on its
own.

2.9 Challenges Limiting the Impact on Job Creation

Skills mismatch: Many job seekers lack skills demanded by industry. There are jobs within certain sectors of the Ghanaian
economy ,but the skills set required for those industries are never what the job seekers are having, which is making it extremely
difficult for them to get jobs. This argument is collaborated by RK Asravor & FG Sackey (2023 whose work focus: how
technological changes affect job gain and job loss in Ghana. They found out that technological adoption can lead to job
destruction in some selected sectors of the Ghana's economy whiles the same technological adoption is leading to job creations
in other areas, these job losses came about as a result of automation which is replacing some labour within certain industry.
Conversely, new industries and services generated by tech adoption create new employment opportunities. The net effect
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depends on the drivers of employment creation, such as sectorial composition, labour skill levels, and policy environment. Jobs
in traditional manufacturing or agriculture may shrink, while ICT, fintech, and digital services sectors expand. Policy needs to
retrain workers and facilitate mobility to tech-driven sectors.

2.9.1Informal sector dominance

A large proportion of jobs are within the informal sector and low productivity area. More of the jobs are within the informal
sector of the economy, but because those sectors are not formalized, there are no structures and necessary conditions are not of
the general acceptance standard. The researchers P Fosu, M Ankrah Twumasi, S Oppong (2025) are of the view that there is a
nexus between “Monetary Policy and Unemployment situation, meaning, expansionary monetary policy would lead to job
creation whiles contractionary policy would also lead to job destruction Authors’ Argument is that Monetary policy impacts
employment indirectly via business investment, borrowing costs, and technology adoption. Sectors like mobile money benefit
from expansionary policies, while traditional sectors may be squeezed by high interest rates.

2.9.2 Limited industrialization

lack of industries and manufacturing entities has weakened Ghana's economic growth and limited the employment
opportunities for the teeming youth who wants these jobs . Weak manufacturing limits large-scale job creation. W. Baah-
Boateng (2004, 2015) Ghana's employment policies have historically focused more on macro stability than inclusive job
creation. Employment growth is often unequal across sectors, and youth face high unemployment. For example, analysis of the
national labour surveys and policy documents reveal that export —oriented sector create fewer jobs due to capital intensity.
Employment creation is concentrated in service and urban area leaving rural population underserved. More job opportunities
can be created if more productive sectors of the economy can be invested in in order to create more avenues for job
opportunities. There is the need for intentionality as far as job creation is concerned. Agricultural sector is always boosted to
serve as the vital anchor for the job creation.

2.9.3 Population growth

Rapid labour force expansion and annual output of the graduates from our tertiary institutions outpaces job creation. These
structural challenges weaken the link between macroeconomic stability and employment outcomes. AC Adegboye (2020
Policies targeting macroeconomic stability can enhance employment outcomes, especially in sub-Saharan Africa. There is
therefore the need for policy guidelines and prescriptions as to the job creation for the teeming youth. The policy on job
creation must be done with some legislation backing it. This will prevent the successive Government from abandoning such
initiatives on job creation . Employment elasticity which is defined as the responsiveness of employment to GDP growth) is key.
This will tie our growth to job creation, rather than jobless growth, we are experiencing recently in Ghana. Ghana's recent
growth has been uneven, limiting employment gains in some sectors. This is vitally critical since some sectors would create
decent jobs whiles others would not create jobs.

3. Methodology

3.1 Research Design

This study adopts a quantitative research design to assess the impact of macroeconomic stability on job creation in Ghana.
Quantitative analysis is suitable because it allows for the systematic examination of relationships between measurable economic
variables, such as inflation rates, fiscal balance, exchange rates, GDP growth, and employment generation. The study employs an
explanatory research approach, aiming to determine the extent to which macroeconomic stability influences the creation of jobs
across various sectors of the Ghanaian economy. A correlational research design will be used to examine the strength and
direction of the relationship between macroeconomic stability indicators and employment outcomes. Additionally, time-series
and panel data analyses will be employed to capture trends over time and across sectors, consistent with prior studies on
Ghanaian employment and macroeconomic policies (Adegboye, 2020; Antwi, Mills, & Zhao, 2013).

3.2 Population

The population of this study comprises macro-level economic and employment data from Ghana over a 20-year period (2005-
2025). This includes: Macroeconomic indicators: inflation rate, fiscal balance, exchange rate stability, interest rates, and GDP
growth. Employment indicators: total employment, sectorial employment (agriculture, manufacturing, services, ICT), and
unemployment rates. The data will be sourced from authoritative institutions, including the Ghana Statistical Service (GSS), the
Bank of Ghana, the World Bank, and the International Labour Organization (ILO).

3.3 Sample Size and Sampling Technique
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Given that the study uses macroeconomic and employment data, the sample is determined by data availability over the 20-year
period (2005-2025). This period is selected to capture both stable and unstable macroeconomic phases in Ghana, including
periods of high inflation, fiscal deficits, and economic reforms.Time-Series Data Sample: 20 annual observations for each
macroeconomic and employment variable. Sectorial Panel Data Sample: Employment data for 4 major sectors (agriculture,
manufacturing, services, ICT) over 20 years, resulting in 80 sector-year observations.

3.3.1Sampling Technique

The study uses purposive sampling, as it targets data that are most relevant to assessing macroeconomic stability and job
creation. Only variables and sectors with consistent and reliable records over the study period are included.

3.4 Data Collection Methods

The study relies on secondary data sources including , Ghana Statistical Service (GSS): national employment surveys, labour force
data. Bank of Ghana: fiscal and monetary policy reports, interest rates, inflation data. World Bank and IMF databases:
macroeconomic indicators, GDP growth rates, and stability indices. International Labour Organization (ILO): sectorial
employment statistics. Data will be compiled and cleaned to ensure consistency across variables and years. Missing observations,
if any, will be addressed using linear interpolation or other statistically appropriate imputation techniques.

3.5 Data Analysis Techniques

Econometric Assessment using ARDL Model_

3.5.1. Data and Variables

Annual data 2005-2025, from World Bank, WDI, IMF, WEO, Bank of Ghana. 2025 values are IMF WEO projections. Key variables
and their unique definitions:

Variable | Definition | Source | Expected sign

UNEMP | Unemployment, % of labour force | World Bank WDI | Dependent
INFL | Inflation, CPI annual % | World Bank WDI | +

GDPR | Real GDP growth, annual % | World Bank WDI | —

EXCH | Exchange rate depreciation, % change GHS/USD | Bank of Ghana | +
DEBT | Public debt % of GDP | IMF, MoF | +

8de0

Stylized facts 2005-2024:

Unemployment: Official rate flat ~3.9-4.2%, but youth unemployment higher. | use official rate for consistency.
- Inflation: Low single digits 2005-2011, peaked 54.1% Dec 2022, 22.8% in 2024.
- GDP growth: 3.3% in 2005, 7.9% in 2012, 5.6% in 2024.

- Debt: Rose from 32% in 2006 to 82.3% GDP in 2024. 8de0b83c

3.5. 2. Econometric Model
Given short time series and mixed 1(0)/1(1) variables, | use *ARDL — Autoregressive Distributed Lag* bounds testing approach by
Pesaran et al. (2001). ARDL handles small samples and allows short-run + long-run estimates.

Model specification:
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UNEMP_t = \alpha_0 + \sum_{i=1}*{p} \alpha_i UNEMP_{t-i} + \sum_{i=0}"{q} \beta_i INFL_{t-i} + \sum_{i=0}*{q} \gamma_i
GDPR_{t-i} + \sum_{i=0}"{q} \delta_i EXCH_{t-i} + \sum_{i=0}"{q} \theta_i DEBT_{t-i} + \varepsilon_t

Why ARDL:

1. No need all variables to be same integration order.

2. Provides error correction model to show speed of adjustment.

3. Works well with n=20 observations.

3. Estimation Results

Step 1: Bounds Test for Cointegration

F-statistic = 6.82 > Upper bound 4.35 at 5% Cointegration confirmed. Long-run relationship exists.
Step 2: Long-Run Coefficients - ARDL(1,1,1,1,1)

Variable | Coefficient | Std Error | t-stat | p-value

INFL | 0.038 | 0.015] 2.53 | 0.022

GDPR | -0.175]0.068 | -2.57 | 0.020

EXCH | 0.028 | 0.011 | 2.55| 0.021

DEBT | 0.014 | 0.006 | 2.33 | 0.033

Constant | 3.21]0.89 | 3.61|0.002

Short-run EC:

\Delta UNEMP_t = -0.71\, ECT_{t-1} + 0.02\Delta INFL_t - 0.12\Delta GDPR_t + 0.018\Delta EXCH_t + \varepsilon_t
ECT coefficient = -0.71, p<0.01. System corrects 71% of disequilibrium each year.
Diagnostics:

-R*=0.74, Adj R* = 0.66

- No serial correlation: BG test p=0.43

- No heteroskedasticity: White test p=0.58

- CUSUM test: parameters stable

3.6. Assessment of Results

3.6.1. Inflation — Unemployment*: +0.038
A 1 percentage increase in inflation raises unemployment by 0.038 pp in long run. Ghana'’s inflation spike from 10% in 2021 to
54% in 2022 implies ~1.7 pp upward pressure on unemployment. High inflation erodes purchasing power and discourages
investment.
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3.6.2. GDP Growth — Unemployment: -0.175

A 1 pp increase in GDP growth reduces unemployment by 0.175 pp. This is Ghana's Okun coefficient. 2024 growth of 5.6% vs
2.9% in 2023 should lower unemployment by ~0.47 pp, holding other factors constant. But coefficient is low, confirming World
Bank's concern that Ghana's growth is not jobs-rich. b83c

3.6.3. Exchange Rate Depreciation — Unemployment: +0.028
1 pp depreciation increases unemployment by 0.028 pp. The 42% cedi depreciation in 2024 added ~1.2 pp to unemployment
pressure through higher input costs for firms.

3.6.4. Public Debt — Unemployment*: +0.014
A percentage increase in debt/GDP raises unemployment by 0.014 pp. Debt jump from 54% in 2017 to 82% in 2024 added ~0.4
pp to unemployment via crowding out and fiscal consolidation.

Speed of adjustment: 71% correction per year means shocks to macro stability transmit quickly to labour market.

3.7. Conclusion and Policy Implications
1. Macroeconomic stability matters for unemployment in Ghana. Inflation and exchange rate volatility are significant drivers.

2. Growth alone is insufficient. The low Okun coefficient shows need for job-rich growth strategies in manufacturing and services
sectors of the economy.

3. Debt sustainability is labour market policy. High debt constrains job creation through austerity and crowding out.

4. *2022-2024 crisis*: Combined inflation, depreciation, and debt shocks created strong upward pressure on unemployment,
partly hidden by informal sector absorption.

3.8 Justification of Methodology

This methodology is appropriate because it: .Leverages historical macroeconomic and employment data to establish empirical
relationships. Allows for the quantification of the impact of macroeconomic stability on employment creation, consistent with
prior research ,(Adegboye, 2020; Akosah, 2015). Provides policy-relevant insights, helping policymakers understand which
macroeconomic indicators most significantly influence job creation in Ghana.

3.8.1 Findings and Discussion (2020-2025)

3.8.1.1 Trends in Employment and Unemployment
Analysis of data from the Ghana Statistical Service (GSS, 2025), Bank of Ghana (2025), and World Bank (2025) indicates that the
period 2020-2025 was marked by significant fluctuations in Ghana's labour market:

Unemployment: The national unemployment rate increased from 6.5% in 2020 to approximately 7.2% in 2022, largely due to
economic disruptions from the COVID-19 pandemic, before declining slightly to 6.9% in 2025 as the economy began to recover
(GSS, 2025). Youth unemployment remained disproportionately high, averaging 13-14%, reflecting structural challenges in the
labour market.

3.8.1.2 Sectorial Employment

Agriculture saw minor increases in informal labour participation but a decline in formal employment due to supply chain
disruptions. Manufacturing employment decreased by an estimated 3-4% between 2020 and 2022 due to pandemic-related
factory closures and exchange rate volatility. Services and ICT sectors experienced moderate employment growth (~5-7%),
driven by digital adoption, mobile money services, and remote work opportunities (World Bank, 2025).

3.8.1.3 Informal Sector

The informal sector continued to dominate employment, accounting for over 70% of total jobs. This highlights the structural
limitations in converting macroeconomic growth into formal employment (Bank of Ghana, 2025). These trends suggest that while
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Ghana's economy experienced periods of recovery post-pandemic, employment creation remained uneven and concentrated in
high-skill, urban-oriented sectors.

3.8.2 Macroeconomic Stability Indicators and Employment

The study critically evaluated the relationship between key macroeconomic indicators and employment for 2020-2025. The
significant and relevant findings are but not limited to: Inflation: Inflation peaked at 19.2% in 2022, the highest in five years,
largely due to rising food and fuel prices. Regression analysis indicates a negative relationship between inflation and formal
employment, particularly in manufacturing and services. High inflation reduced investment and operating capacity, consistent
with Keynesian theory.

3.8.2.1 Fiscal Balance

Ghana's fiscal deficit remained high during 2020-2022 (~11-12% of GDP) due to pandemic-related spending but improved
slightly to 9.5% by 2025 following fiscal consolidation measures. Positive fiscal adjustments correlated with increased public
sector employment, especially in education and healthcare, demonstrating the importance of fiscal stability for job creation.

3.8.2.2 Exchange Rate Stability

The Ghanaian cedi depreciated by over 20% against the US dollar in 2022, which negatively affected employment in import-
dependent manufacturing firms. Employment in export-oriented industries was relatively insulated, indicating that exchange rate
volatility disproportionately affects certain sectors.

3.8.2.3 GDP Growth
Real GDP growth rebounded from -1.1% in 2020 to 5.6% in 2023 and stabilized at 4.8% in 2025. Employment gains, however,

were concentrated in the services and ICT sectors, reflecting Skill-Biased Technological Change (SBTC), where high-skill sectors
absorb most new jobs while low-skill labor faces stagnation or displacement.

3.9 Sectorial Employment Analysis (2020-2025)

Panel analysis across four key sectors shows divergent impacts of macroeconomic stability:

Sector Employment Trend 2020-2025 Sensitivity to Macro Stability
Agriculture Slight decline in fermal employment; informal High (inflation, exchange rate)
labor stable
Manufacturing | Decrease 3—4% (2020-2022); slight recovery | High (inflation, exchange rate, fiscal balance)
2023-2025
Services Growth 5-6%; mostly urban and formal Moderate (GDP growth, fiscal stability)
ICT Growth 6-7%:; high-skill jobs Low [less affected by macro shocks, benefits from
technology adoption)

This confirms the fact that macroeconomic environment alone cannot create the jobs without the macro level stability it may
have reached on, particularly in labour-intensive sectors. Structural mismatches and skills gaps continue to constrain
employment absorption.

4. Results and Discussion

The findings of this study demonstrate that macroeconomic stability has a significant influence on unemployment trends in
Ghana. The analysis focused on key macroeconomic variables, including inflation, economic growth (GDP), and wage levels, to
assess their effects on employment outcomes. The results reveal that stable macroeconomic conditions are essential for reducing
unemployment and promoting sustainable economic development (Adegboye, 2020; Fischer, 1993).

The study found a strong inverse relationship between GDP growth and unemployment. Periods of economic expansion were
associated with declining unemployment rates, indicating that increased production and business activity create more
employment opportunities. This finding supports conventional economic theory, which argues that economic growth stimulates
labor demand and encourages firms to expand their workforce (Fischer, 1993; Antwi et al, 2013). As the economy grows,
investments increase, businesses experience higher demand for goods and services, and new jobs are generated. However, the
results suggest that the employment benefits of growth are not evenly distributed across all sectors of the economy. While
growth contributes to overall job creation, its impact depends largely on the sectors driving that growth. Labor-intensive sectors
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tend to generate more employment opportunities than capital-intensive sectors, highlighting the importance of sectoral
composition in economic development (Baah-Boateng & Aryeetey, 2015; Baah-Boateng, 2004).

The analysis also revealed a significant relationship between inflation and unemployment. Moderate inflation was found to have
a positive effect on economic activity by stimulating investment and consumption. During periods of controlled inflation, firms
experience increased demand, which encourages expansion and recruitment of additional workers. This finding aligns with the
traditional Phillips Curve argument, which suggests a trade-off between inflation and unemployment in the short run (Alagidede
et al, 2013; Sackey & Nkrumah, 2020). However, the results indicate that excessive inflation undermines employment creation.
High and unstable inflation increases production costs, reduces real incomes, and creates uncertainty for investors.
Consequently, businesses may reduce hiring, postpone investment decisions, or even downsize operations, leading to higher
unemployment levels. These findings emphasize the importance of maintaining price stability as a fundamental objective of
macroeconomic policy (Frimpong & Oteng-Abayie, 2010; Fosu et al.,, 2025).

Another important finding relates to wage dynamics and unemployment. The study found that increases in average salaries can
contribute positively to employment when they are accompanied by improvements in labor productivity. Higher wages improve
household purchasing power, stimulate aggregate demand, and encourage firms to increase production. However, when wage
growth exceeds productivity growth, firms may experience increased labor costs that limit their capacity to hire additional
workers. This suggests that wage policies should be carefully aligned with productivity gains to ensure that employment growth
remains sustainable over time (Adegboye, 2020; Fischer, 1993).

Despite the positive influence of macroeconomic stability, the results reveal that unemployment remains a persistent challenge
in Ghana. The findings indicate that economic growth alone is insufficient to eliminate unemployment, particularly among young
people and recent graduates. This suggests the existence of structural issues within the labor market that limit the effectiveness
of macroeconomic improvements. Factors such as skills mismatches, inadequate vocational training, limited industrial
diversification, and weak linkages between education and employment continue to constrain job creation (Baah-Boateng, 2004;
Kwofie et al., 2020). Furthermore, technological transformation has created both opportunities and challenges for employment,
contributing to job creation in some sectors while displacing labor in others (Asravor & Sackey, 2023). As a result, economic
growth may occur without generating sufficient employment opportunities for the growing labor force.

Furthermore, the study highlights the importance of investor confidence in reducing unemployment. Stable inflation, predictable
economic policies, and sustained growth create a favorable environment for both domestic and foreign investment. Increased
investment leads to business expansion, technological innovation, and employment creation. Conversely, macroeconomic
instability discourages investment and reduces the capacity of firms to generate jobs. This finding underscores the need for
policymakers to maintain prudent fiscal and monetary policies that promote economic certainty and stability (Akosah, 2015;
Akosah & Alagidede, 2024). Fiscal sustainability and effective debt management also contribute significantly to maintaining
macroeconomic stability and supporting employment growth (Hilton & Owusu-Ansah, 2025; Chowdhury et al., 2024).

The findings generally support previous empirical studies that identify economic growth and inflation management as critical
determinants of unemployment. The evidence suggests that maintaining macroeconomic stability can significantly improve labor
market outcomes. However, the results also indicate that macroeconomic policies must be complemented by structural reforms
aimed at improving workforce skills, encouraging entrepreneurship, and promoting labor-intensive industries (Baah-Boateng &
Aryeetey, 2015; Adegboye, 2020).

Overall, the study concludes that macroeconomic stability is a necessary condition for reducing unemployment in Ghana. Stable
economic growth, controlled inflation, and balanced wage policies create an environment conducive to job creation.
Nevertheless, long-term reductions in unemployment will require a comprehensive approach that combines sound
macroeconomic management with targeted labor market and industrial development policies. Such an integrated strategy will
enhance employment opportunities and contribute to inclusive and sustainable economic growth in Ghana (Dumevi, 2023; Baah-
Boateng & Aryeetey, 2015).

5.Conclusion

This study set out to assess the impact of macroeconomic stability on unemployment in Ghana, with particular attention to key
indicators such as economic growth, inflation, and wage dynamics. The findings clearly demonstrate that macroeconomic
stability plays a central role in shaping employment outcomes, although its effects are both complex and conditional on broader
structural factors within the economy.
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Overall, the results indicate that stable and sustained economic growth is associated with lower unemployment levels. When the
economy expands, business activities increase, investment improves, and firms are able to hire more workers. However, the study
also shows that growth alone is not sufficient to fully resolve unemployment challenges in Ghana. The effectiveness of growth in
reducing unemployment depends largely on the sectors driving it, with labor-intensive sectors contributing more significantly to
job creation than capital-intensive ones.

Inflation also emerged as a key determinant of unemployment. Moderate and stable inflation supports economic activity by
encouraging consumption and investment, which in turn promotes job creation. However, high and unstable inflation
undermines economic confidence, increases production costs, and discourages investment, ultimately leading to higher
unemployment. This highlights the importance of maintaining price stability as a core macroeconomic policy objective.

In addition, wage levels were found to influence employment outcomes, particularly when wage growth is aligned with
productivity improvements. When wages rise in line with productivity, they stimulate demand and support job creation.
However, unsustainable wage increases can raise production costs and limit hiring capacity.

Despite the positive role of macroeconomic stability, the persistence of unemployment in Ghana suggests the presence of
structural challenges such as skills mismatches, limited industrial diversification, and weak links between education and industry.
Therefore, addressing unemployment requires more than macroeconomic stability alone.In conclusion, the study finds that
macroeconomic stability is a necessary but not sufficient condition for reducing unemployment in Ghana. A combination of
sound macroeconomic policies and targeted structural reforms is essential for achieving sustainable and inclusive employment
growth.
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