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       1.  Background 
 
Ghana’s natural gas could play important role in its quest to achieve sustainable and affordable 

energy supply and stimulate industrialization and economic growth. This policy brief seeks to 

contribute to the overall conversation on alternative policy options by government that could 

promote efficiency in the management of the country’s gas resources. It is a follow up to ACEP’s 

previous analysis of government’s policy decisions on gas.  

This policy paper analyses the role of the energy sector in economic growth as well as the primary 

market for the commodity in maximizing gas utilization in Ghana. It also discusses alternative 

strategies to expand gas utilization beyond the power sector and makes recommendations for 

addressing the challenges in order to curtail revenue losses in the short term and promote sustained 

economic development in the long term. 

The relationship between energy consumption and economic growth is well-documented.1 In 

recent times natural gas has emerged as one of the most efficient forms of energy. This is mainly 

because natural gas has the advantage of being a cleaner source of energy and therefore better for 

the climate compared to other fossil sources such as coal and oil as the former has less carbon 

atoms in its chemical composition. Secondly it is significantly cheaper compared to the other fossil 

alternatives. In fact, according to the US Energy Information Administration, natural gas prices 

are on track to hit their lowest in twenty years. 2  

Ghana began importing natural gas from Nigeria through the West Africa Gas Pipeline (WAGP), 

an offshore gas pipeline that connects Tema and Takoradi with gas fields from Nigeria. 

Notwithstanding fluctuations in gas supply through the WAGP, average gas supply is estimated to 

be approximately 60mmscfd. Domestic production of natural gas in Ghana started with associated 

gas from the Jubilee fields in 2014 when first gas from the fields was delivered to the Ghana 

National Gas Company.  There are two main sources of gas supply for Ghana;  

I. Imported gas and  

II. Domestic production.  

 
1 Laniran, T.T et al, An Evaluation of Domestic Gas Utilization on the Nigerian Economy R. U. Onolemhemhen, 
British Journal of Economics, Management & Trade 16(1): 1-13, 2017 
2 https://www.eia.gov/todayinenergy/detail.php?id=40132 
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Imports mainly come from Nigeria through the West Africa Gas Pipeline (WAGP). Domestic 

production come from the Jubilee and TEN fields which produce associated gas and the Sankofa 

Field producing non-associated gas.  

The unreliability in supply of gas from Nigeria, coupled with high demand projections from the 

Energy Commission has brought to the fore the decision of government to diversify imports in the 

form of Liquefied Natural Gas (LNG). ACEP sees the potential of the oversupply of gas and its 

implications on the country’s finances. Prior research on LNG projects by ACEP in 20173 saw a 

risk in long term commitments to LNG supply as was being considered by the country.  

 

    2. Analysis 

2.1 The Supply vs Demand-Disconnect in Ghana’s Gas market 

Across global energy markets, demand for natural gas is on the rise. In 2018, natural gas demand 

growth accounted for nearly half of total energy demand. In China demand for natural gas 

increased by almost 18%. While a number of factors account for the increase in demand, the power 

sector’s position as the dominant consumer of natural gas continues to drive demand growth. In 

the US where growth in demand led the global trend, nearly half of the growth was the result of 

the switch from coal to gas-fired electric power plants. The switch from coal to gas propelled 

similar growth in China.4 In Ghana electricity generation remains by far the dominant market for 

natural gas. 

ACEP analyzed the gas demand and supply scenarios based on base case and high case scenarios. 

Base case scenarios for gas need indicated average gas need projections while the upper case 

scenarios represented the upper limit of the 95 percent confidence interval for the average 

projections. According to ACEP’s analysis, thermal demand is projected to be about 1400MW at 

the base case and 1570MW at the upper case by 2020, leading to excess gas supply  

 
3 Liquefied Natural Gas (LNG) Supply to Ghana: The Politics and the Reality. Available at https://new-acep-
static1.s3.amazonaws.com/publications/Advisory+Paper+on+LNG+2017.pdf 
4 https://www.iea.org/gas2019/ 
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of about 265 mmscfd at the base case and about 296mmsfd at the upper case. However, in the 

medium to long term, with a projected peak thermal demand of about 2800MW by 2030, Ghana’s 

gas requirement for power generation will be approximately 534mmscfd at the upper case.  

Similarly, base case scenario for gas supply was limited to current domestic supply of gas in 

addition to that of the West Africa Gas Pipeline. Currently the Jubilee and TEN fields can 

cumulatively supply an average of 135mmscfd of gas. Sankofa has the potential of supplying up 

to 246mmscfd out of which the Government has contracted to take 171mmscfd under a take-or-

pay contract with the Sankofa operators. Total domestic supply of gas is projected to be about 

366mmscfd giving a total of 441mmscfd with the addition of the gas supplied through WAGP 

averaged at 60mmscfd.When the projected addition of 100mmscfd from ENI’s Akoma discovery 

is factored in, domestic supply could reach 466 by 2022 when Akoma gas is expected to come 

onto the market. Upper case scenario for Ghana’s gas supply arise from offshore developments in 

Ghana’s oil fields which can increase domestic oil production, in addition to a stable supply of gas 

from the West African Gas Pipeline. This can increase gas supply conservatively to about 

750mmscfd.   

ACEP analysed excess gas scenarios using a combination of both base case and upper-case 

scenarios for gas need and gas supply. this creates a set of four cases namely:  

Case I. Demand and supply of gas both at the base case 

Case II. Demand for gas at the upper case and supply of gas at the base case 

Case III. Demand for gas at the base case and supply of gas at the upper case 

Case IV. Demand and supply of gas both at the upper case.   

ACEP’s analysis show that in the first case, excess supply can go as high as 192 mmscfd in 2019 

and as low as 15mmscfd by 2027. It is projected, that Ghana will therefore require gas from 

additional sources from 2028. In case two, the results indicate that Ghana can rely on current gas 

sources till the end of 2026, after which it will require gas from additional sources.  

Further developments of domestic gas sources will see an increase in volumes of domestic gas 

production, explained by cases three and four. This leads to a further increase in excess amounts 

of gas supply beyond 2030. The conclusion from ACEP’s analysis is that, Ghana can therefore  
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make use of its current gas supply at least for the next four to five years. Also, without a proper 

policy direction, Ghana will fail to reap the benefits that underscores natural gas utilization.  

 
 
2.2 Causes of Supply vs Demand Imbalance 
As indicated in the ACEP analysis, domestic gas supply currently surpasses demand. One main 

cause of the sub optimal utilization of gas is the inability of the power sector to absorb the volume 

contracted under the Sankofa Gas Sale Agreement. This is the result of government’s failure to 

put in place the infrastructure required to take delivery of the 171mmscfd from the Sankofa Gye 

Nyame field on time. Government was only able to take 60mmscfd leaving it with a monthly take-

or-pay liability of about $32 million. This value has however reduced to about $25 million due to 

the increased intake of gas from OCTP. 

The second cause of excess gas supply is the limited capacity of industry to consume gas. While 

the power sector continues to drive natural gas demand growth, the International Energy Agency 

projects that it is the industrial sector that is expected to account for almost half of the increase in 

natural gas consumption globally, covering both energy for industrial processes and feedstock for 

chemicals.5 In the US, of the 27,405,168mmBtu of gas delivered to consumers in 2018, only 38.7% 

was used for electric power generation. The remainder was used by the industrial (30.2%), 

residential (18.1% ) and commercial (12.6%) sectors and as vehicle fuel (0.15).6 

 However, gas consumption outside the power sector in Ghana is a mere 2% of total supply. 

ACEP’s analysis indicates that at a 10 percent industrial growth rate, demand for excess gas under 

current supply conditions will occur in 2024. This does not take into consideration the possibility 

of increasing domestic gas supply. Attracting investment for fertilizer production is part of 

government plans to increase gas consumption in Ghana. However, government must consider the 

impact of macroeconomic conditions such as price and cost competitiveness in taking decisions 

on the production and sale of fertilizer.   

 
5 https://www.iea.org/gas2019/ 
6 https://www.eia.gov/dnav/ng/ng_cons_sum_dcu_nus_a.htm 
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    3. Recommendations 

The first effort of government should be to wipe the excess domestic gas by encouraging existing 

power plants to switch from using liquids such as HFO and RFO to generate electricity. This will 

bring relief on the take or pay commitments of government.  

Government must engage broadly with investors and sector agencies to enhance planning and gas 

supply arrangements to encourage foreign investment in the upstream sector to optimise 

government’s aspiration for aggressive exploration. Poor planning and unrealistic projections can 

affect market confidence and risk levels, leading to continuous demand for take or pay 

arrangements for both domestic production and importation of gas.  

Ghana does not need the importation of LNG through long term contracts. During unanticipated 

downtimes or shortfalls in gas supplies, Ghana can rely on liquid fuels which is easier to store. 

Also, enough investments have already been made in dual fuel plants which must serve a useful 

purpose. The cost of liquid fuel as a short-term security measure is relatively lower than LNG as 

backup. Ghana needs to focus on debt reduction rather than accumulation which appears 

unavoidable with additional gas from LNG.   

Government must prioritise the supply of cheapest domestic gas production which will provide 

electricity at the cheapest cost for households and industry. This can go a long way to realise 

government’s plans for industrialisation as Ghana’s electricity prices become more competitive. 

Government must insist on taking DWCTP gas in line with the Petroleum Agreement to ensure 

improved gas supply for the domestic market. Improved market strategy is also required to assure 

the investors of returns which could be jeopardised by efforts to prioritised external gas supply. 

Finally, Government must pursue the clean-up of the power distribution subsector. Actors in this 

part of the value chain must be closely monitored to achieve the desired results. Otherwise, debt 

accumulation within the power value chain will continue to escalate and impact on the gas market 

which is anchored on the power sector. Increasing competition from self-generation and 

renewables requires an optimal distribution system to drive down the grid tariff to ensure that the 

excess capacity can be absorbed in the near future.  
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