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EXECUTIVE SUMMARY

Introductory Background

Since 1988 the Government of Ghana has been
implementing a comprehensive decentralization
reform process. This is aimed at promoting local
participation and ownership of the development
process at the district level. Achievements so far
made to institutionalise decentralization include the
enactment of the Local Government Law, Act 462
in 1993 to give more financial leverage to the
District Assemblies and the subsequent ceding of
5% of the District Assembly Common Fund
(DACF) to finance development programmes and
projects. Notwithstanding these modest
achievements so far made the decentralization
process has not fully reached the poor. This is
partially due to significant deficits in the capacity of
Ministries, Departments and Agencies (MDAs)
reflected in resource mobilization, allocation and
management.

It is against this background that the Ministry of
Local Government and Rural Development
(MLGRD) launched the National Development
Action Plan (NDAP) and re-echoed in the Ghana
Poverty Reduction Strategy (GPRS) to promote
convergence of the decentralization process and the
building of capacities for poverty-targeted
development and governance at the local level.

Core Problem Analysis

This study: “Enhancing Capacity For Pro-Poor
Decentralization”, was conceived out of the need to
link the gap between decentralization and poverty
reduction with the view to promoting responsive and
accountable governance at the local levels. This is to
allow effective participation, equity in resource
allocation as well as effective delivery of services
that benefits the poor. Within the context of the four
focus areas of the decentralization process
(power/mandate, resources, capacity, and
partnership /participation) which coincidentally are
the four programme areas of the NDAP, the study
examines the core questions: (i) How can
decentralization measures be best designed to
promote the strategies of poverty reduction at the
local level? (ii) What are the policy messages?

PSIA Conceptual Framework
Arguably, for an effective pro-poor decentralization,

enough emphasis should be given to participation in
decision making in order to guarantee higher

responsiveness to the needs of the citizens especially
the poor. Also, for a more responsive District
Assembly (DA), there must be an effective control
over local statutory structures/institutions as well as
higher levels of local resource mobilization. Quite
expectedly, the influence of citizens and major
institutions of state must harmonize their inputs in
order to exert the appropriate pressure. Effective
coalition of all civil society organizations (CSOs) with
the poor population groups at the local level is critical
for making the right impact on local administration.

Logically, it is expected that improved provision
(supply) of public goods and services by DAs will be
enhanced by a corresponding increase in demand for
and access to public goods and services. This calls for
strategies that will alleviate, in the short and medium-
term and in the long-term, eradicate common causes of
poverty, namely: illness, decrepit economic
infrastructure and illiteracy. Besides, the provisions of
education, water, sanitation, health, etc., become key
developmental issues. The live wires for effectiveness
and sustainability critically hinge on demand
(requests) from citizens and supply (responses) of
DAs.

As part of the above conceptual framework, the study
uses the tools of PSIA study, namely, (i) stakeholder
analysis, (ii) scenario analysis, (iii) transmission
channels and impact analysis, and (iv) risk analysis
and links poverty rates to resource availability and
various strategic variables that will enable the
decentralization process benefit the poor.

Stakeholders may be defined as organizations, groups
or individuals who have interests, something at stake
in the outcome of a given project, programme or
policy. They also have opinions, some degree of
influence over the project and are present where the
particular project is on-going.  Stakeholders thus
include both those who affect and those who are
affected by the project. Stakeholder analysis is
essential for the design, implementation and
monitoring of projects and operations requiring the
participation of individuals, groups and organizations
that have an interest in these projects.

The stakeholder analysis from the PSIA study on pro-
poor decentralisation identified the key stakeholders of
the reform programme, i.e., those who will be affected
by the reforms (intended beneficiaries and possible
adversely affected persons) as well as those who may
primarily determine the outcome (policy-makers,
interest groups, implementers, etc.). For this study
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stakeholders in the decentralization process include
MDA, local and regional institutions, CSOs, the

poor population groups, and international
development partners. Crucial in the
decentralization process is the group of

governmental institutions at all levels and the nature
of interactions between them. Their ways of
interactions or behaviour patterns serve as criteria to
categorize the stakeholders into groups: winners,
losers and neutral ones. The winners are clearly the
elected institutions at the local level; the losers are
undoubtedly the departments and organizations
among the MDAs who may cease to exist as a result
of the reform process. Neutral ones can be called
those MDAs, which do not have a regional and local
extension and thus are not affected by the
decentralization process.

There are two sets of scenario analyses, namely,
those relating to: (a) classical prerequisites of policy
cycle for poverty reduction, and (b) transmission
mechanism and impact analysis.

At the first level, the scenario analysis is undertaken
within the classical prerequisites of any effective
cycle of poverty reduction (mandate, resources and
capacity). The study adds a fourth -category,
partnership and participation. Within this framework
the study links the scenario analysis to time
dimensions: (a) short, (b) medium, (c) long term;
and behaviour patterns as (i) stabilizing (short term),
(i1) pushing (medium term and long term) and (iii)
rolling back (an additional worst “case scenario”).
The second level of scenarios is undertaken under
transmission mechanisms and impact analysis.

Transmission mechanisms may be described as the
various channels through which various policy
reform measures affect the welfare of the poor
district population and the respective stakeholders at
the district level. These policy measures may go
directly to the DAs or through the Regional level
and down to the districts. The districts are then in a
position to administer these polices which would
then have effect on the local poor. For example, if
DAs are able to allocate adequate financial
resources efficiently and build more feeder roads,
clinics and even engage in some direct productive
investments, the people may benefit through
increased employment and incomes, basic services,
assets and reasonable level of prices for their
produce. Indeed, if the people at the local level
experience significantly higher employment level,
basic amenities, etc. their poverty level will fall.

Risk analysis constitutes a crucial element of the
PSIA study. It essentially involves an assessment of

assumptions underlying the reforms, and also
emanating from the reforms, which are more likely to
put the reforms outcomes at risk. Thus, we are
concerned with those risks that are crucial and may
affect the pro-poor decentralisation process in
registering the desired positive impact on the poor
local population. Four main risks have been identified
in this study: (i) institutional risk, (ii) country risk, (iii)
political economy risk, and (iv) exogenous risk.

Methodological Framework

Both secondary and primary data collection
techniques were employed in gathering data and
information. The secondary data collection involved a
literature review of available documents on pro-poor
decentralisation complemented with field mission
reports. Trends and quantitative analysis were
developed using Econometric Regression, Social
Accounting Matrix, General Equilibrium and other
statistical techniques to quantitatively provide the link
between policy reform measures and the transmission
channels with emphasis on employment, access to
basic services and transfers.

A variety of approaches were employed to collect
primary data for the study. These include personal
interviews, focus group discussions, direct observation
and fieldwork. A stratified purposive-sample of 10
districts have been constructed based on the 2000
Population and Housing Census, Core Welfare
Indicator Questionnaire (CWIQ), the 4™ Ghana Living
Standards Survey (GLSS 4), and the preliminary
Poverty Map of Ghana.

The focus of the sample design was to capture the poor
and the very poor as well as the rich from both urban
and rural areas in metropolitan, municipal and district
assemblies across ecological zones in all the ten
political and administrative regions of Ghana. For the
poor districts with urban-rural characteristics, the
Komenda Ebirem Aguafo District in the Central
Region was sampled because of its coastal location
while the Birim North District in the Eastern Region
was sampled because of its forest location. Two other
poor districts were also selected: the Ketu District in
the Volta Region lies in a semi deciduous forest zone
in the south while in the savannah zone in the northern
sector of the country, Wa in the Upper East Region
was selected. The Nzema East District was selected
from the Western Region because of its coastal and
ecological characteristics and also to demonstrate a
District with a non-Member of Parliament of the ruling
government. The Adansi West District was selected to
represent the Ashanti Region because of its rich
mineral resources. The Accra Metropolitan Assembly
in the Greater Accra Region was one metropolitan
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district selected from the south while Tamale in the
Northern Region represents a municipal assembly in
the northern sector. Techiman District in Brong
Ahafo Region was included in the sample because
of its demonstrable character of the existence of
Town/Urban/Area Councils and Unit Committees,
both active and inactive while Bongo District in the
Upper East Region was also sampled to demonstrate
a district with best-case poverty alleviation
initiative.

Both (un-) structured questionnaires to respond to
the TOR demands of the study were developed to
solicit information from relevant stakeholders.
Given the importance of traditional authorities in
governance at the local level and the pro-poor focus
of the decentralization process, sub-sets of the
questionnaires focused on traditional authorities and
poor population groups.

In all a total of 250 sets of questionnaires were used
to collect data from the various cohorts of
stakeholders sampled for the study. Besides,
information was also solicited from a total of 33
respondents from MDAs including MLGRD,
MOFEDP, the Electoral Commission, NDPC, Bank of
Ghana and Social Investment Fund. Additionally, a
total of 35 participants in a stakeholders’ workshop
some of which were neither in the cohorts nor
respondents from MDAs and MMDAs contributed
their quotas.

State of Decentralisation and Poverty in Ghana

Available literature on decentralization in Ghana
point out two major policy concepts on the reform
process: the pre-GPRS and the post-GPRS periods.
The pre-GPRS era perceived decentralization as a
means and channel for transferring powers and
functions to manage development at the local level.
On the other hand, the post-GPRS concept of
decentralization is perceived as a more effective
instrument for eradicating poverty at the point of
incidence by specifically focusing development
projects and resources and actively involving the
poor at that level including HIPC projects. Thus, the
new concept can be seen as an expanded mandate
embracing the paradigm shift as well as pro-poor
targeting.

Indeed historical evidence of decentralisation in
Ghana indicate attempts to relate the different layers
of the administrative structure to achieve a bottom
up approach in decision making that reflects the
aspirations and the will of the people.
Notwithstanding the renewed efforts in the
decentralisation process in the post-GPRS era, fiscal

decentralisation is still not devolved from
administrative authorities. Fiscal authority continues
to be largely centralized, while resources transferred
through the DACF are often earmarked for specific
uses, and are not fully at the disposal of the elected
bodies. Administrative authority in the sectors such as
health, education, and agriculture is de-concentrated.
The key ministries have operational activities at the
local levels that are not accountable to the District
Assemblies.

In the midst of all these plethora of problems
bedevilling the decentralization process, available
evidence indicate that poverty is still pervasive in
Ghana manifesting in various forms and intensities
through low income base, low productivity, poor
health, personal incapacities, low level/lack of
education, inadequate infrastructure, etc. In terms of
incidence, poverty is high in the three northern regions
and among food crop farmers. If poverty is not
addressed, its results may be devastating resulting in
hunger, drudgery, low esteem, a feeling of insecurity,
vulnerability, powerlessness, etc. Most development
practitioners now agree that poverty is not about
income alone, but it is multidimensional such as
reducing malnutrition, expanding literacy and
increasing life expectancy. The missing links are
genuine action plans with explicit targets, adequate
budgets and effective organizations that can best be
achieved through effective governance at the local
level.

Conclusions: Strategic Policy Directions

Stakeholder Analysis

Empirical evidence available from the stakeholder
analysis is quite mixed on the extent of involvement of
the key stakeholders in the pro-poor decentralization
activities. This calls for the need to deepen the
involvement of most of the stakeholders to enable
decentralization benefit the poor population groups.
Ironically, the study found out that the majority of
poor population groups are rather not familiar with the
work of the DAs thereby making the decentralisation
process still far from the poor people and some
members of the unit committees who should benefit
from the reform process most.

The majority of the poor group members perceived
that the decentralization process is benefiting only the
educated. These call for more education of the poor
groups to understand and appreciate the objectives of
decentralisation. There is also the need to strengthen
corporate elements in the structure of representation by
increasing the representation of the poor in the work of
the assemblies. The poor in rural Ghana constitute
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more than one third of the population and they can
also be an “organised productive grouping.”

Scenario Analysis

For the first set of analysis, five different scenarios
came to light: (i) status quo, (ii) small reform, (iii)
medium reform (iv) full decentralization, and (iv)
rolling back (“worst case scenario”) in making the
decentralization process more pro-poor. But each
policy option available has its own strengths,
weaknesses,  opportunities and threats. In
considering each option, therefore, there is the need
to take into account whether the measures proposed
are sufficiently pro-poor, whether they constitute
balanced packages and the reasonableness of the
sequencing of measures.

The short-term scenario which in terms of
institutional behaviour and can be described as
stabilizing the status quo of the decentralization
process involves using fully the already existing
possible institutional arrangements (mandate) make
better use of disposable finances (resources) and
take better advantage of existing or immediately
available competencies as well as partnerships. The
required measures within the short-term scenario,
which involve generally maintaining the status quo
is up to one year. Within this scenario is the
proposed increase of the DACF from 5% to 7.5%,
which has been voted in early 2004, and the
mechanism for working partnerships with NGOs
and private business sector.

The second scenario presents a small reform adding
composite planning and budgeting between all
departments, those extension officers on the regional
and district level so far under the authority of the
line ministries and committees of the district
assemblies.

The third scenario focuses on a medium term,
which involves implementing a medium sized
reform of up to three years. This seeks to advance
the decentralization process with capacity building
in composite planning and budgeting and
improvement in the identification, design and
management of pro-poor projects and development
plans.

The fourth scenario involves implementing a
comprehensive reform in all the four programme
areas. The measures required include achieving
composite planning and budgeting by merging all
departments at district and regional levels, resolving
the issue about the election of District Chief
Executives and all District Assembly members, the
election of traditional authorities by their own

constituencies, the participation of the poor as
economic groups and increase in internally generated
revenue.

The fifth scenario that is a worst-case scenario means
that the hitherto achieved status is dismantled in favour
of rigorous centralization.

Transmission Mechanisms and Impact Analysis
Quantitative analyses using simple and multiple
regressions capture impacts of related transmission
variables. The empirical evidence suggests that a rise
in the size of households contribute strongly to an
increase in the incidence of poverty while increase in
wage and agriculture income, transfer and household
income contribute to poverty reduction. Increases in
the DACF and employment of the poor in productive
jobs have the strongest impact. This is reinforced by
the results from multiple regressions. Specifically, in
terms of the size of the coefficients, the multiple
regression results indicate that the household income
(with the parameter of -1.80) reveals the strongest
negative effect on the reduction of the incidence of
poverty. This is closely followed by employment income
with -1.77. The effect from HIPC benefits takes the
third position with -1.66, followed by DACF with the
parameter -0.85.

The policy implication is that in order to reduce the
incidence of poverty there is need to focus on these
variables with emphasis on how to increase household
income especially of the rural poor, generation of
employment, a possible increase in the HIPC funds
(mainly for pro-poor projects) to locations where poor
household abound as well as increase in DACF.

We have also undertaken model simulations of
alternative scenarios that relate to increases in the
DACF to 7.5%, 15%, 25%, 35% and 45% of total
revenue collected which by implication is an increase
in the available funds to the DAs. Refer to Graph 1.

Graph 1: Impact of DACF Changes on
Poverty Rate
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7.5% increase in the DACF leads to 4.85%
reduction in poverty while doubling the rate of
increase to 15% leads to only 5.85% decline in
the incidence of poverty. The policy implication
is that increases in DACF (or funds in general) do
not necessarily imply a linear or a proportionate
reduction in poverty. An increase in funds of a
DA will elicit one or all of the following: an
increase in pro-poor projects and programme
activities, and reduction in the incidence of
poverty, assuming that all the increases will be
utilized for the purposes for which they were
allocated and that the rate of wastage (for
example through corruption) is very low or if
possible nil, the availability of capacity of citizens
to make demands and the DAs to respond to the
requests of the poor population groups, etc.

We have also constructed two ex ante conditional
forecasts (2005 — 2025). Data available from GLSS
4 reveal that the incidence of poverty declined by
23.08% from 51.7% in 1992 to 39.5% in 1999. At
the regional level, poverty declined in seven out of
the ten regions in Ghana over the period 1992 to
1999 with the Greater Accra recording the highest
rates of decline by 80.77%. Guided by such a
historical evidence of registering a decline in the
incidence of poverty, and with the help of a Poverty
Model and a ClayDord Macroeconomic Model of
Ghana ex ante conditional forecasts of poverty
incidence for 2005-2025 have been conducted. The
exogenous factors, which condition or determine the
forecasts are employment, DACF, HIPC benefits
and the budget of DAs, etc. Refer to Graph 2.

Graph 2: Poverty Rates: History (1988-1999)
Forecasts (2005-2025): Scenarios 1 and 2
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In the first scenario, given that job opportunities
increase at the rate of 7.4% per annum, real DACF
increases by 7.72% p.a. while real DA budget
increases by 6.25% and HIPC benefits rise by about
7.6% p.a over the period 2015-2025, it is possible
for the Government to half the poverty incidence
from 40% in 1999 to about 21% by 2015. These are

in line with the GPRS and the Ghana Millennium
Development Goals and the NEPAD goals for African
countries.

The second scenario indicates a poverty reduction of
18.7% by 2015. The policy morale is that the
probability of reducing poverty incidence is very high.
It should be possible to reduce poverty at a faster rate
than in the first scenario provided policies that are
adopted will enhance the poverty reducing factors and
attenuate the poverty inducing factors. Among the key
policies are matching wage with productivity, regular
maintenance of capital, increase in job opportunities,
removing all bottlenecks that will induce an increase in
both government and private capital, payment of more
realistic prices for agricultural products, increase in
agricultural products, increase value addition to
primary products, engender competition among the
banks that will induce narrowing of the spread
between the lending rates and deposit rates.

Besides, available evidence further reveals that there
are other hidden variables including population
growth, retrenchment, inflation and terms of trade that
have significant effects on the incidence of poverty
apart from the eight related variables in the Poverty
Model.

Thus, the increases in funds must be accompanied by
fulfilling various assumptions such as availability of
capacity to implement pro-poor projects and
programmes, risks are kept to the minimum, and that
monitoring and evaluation are effective. Other
assumptions include continuation of market based
economic policies, intensification of fight against
crime on all fronts, continued implementation and
further decentralization of the GPRS, exploiting and
taking advantage of international initiatives such as
AGOA and NEPAD.

Risk Analysis
It became evident from the risk analysis that

institutional conflicts and interests are seriously
affecting the decentralization process being pro-poor.
Whilst the technical professional may want to excel in
technical performance and effectiveness, the
administrators may naturally want to maintain the
status quo. The politicians also have their divergent
views or agenda. All these lead to an institutional
conflict of interests, and hence an institutional risk
which may adversely affect the pro-poor
decentralisation process and therefore needs to be
addressed.

Besides, there are institutions such as the Ministries of
Finance, Health, and Education who have influence

but are not interested in the decentralization process
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(especially fiscal decentralisation) while institutions
such as the District Assemblies, NGOs, CBOs, and
some of the poor groups who have little or no
influence but are rather interested in
decentralization. Another dimension of the
institutional conflict derives from the losers and
winners dimension in the decentralization process.
There is, therefore, the need to address the various
forms of institutional conflicts and interests that are
seriously affecting the decentralization process from
being pro-poor.

Chieftaincy disputes, land litigations, ethnic
conflicts and bush fires constitute part of the internal
elements of exogenous risks affecting the
implementation of district level projects and these
need to be addressed to make the decentralization
process succeed. These internal exogenous risks
adversely affect the implementation of district level
projects. In Ghana our traditional system gives an
important value to chieftaincy, and we need to use it
as a powerful instrument of development.

There is the need to make the monitoring and
evaluation (M&E) team more effective and
efficient. The M&E team at the District level is
compared to a toothless bulldog beset with lack of
technical expertise and inappropriate composition.
Again, the participation of opinion leaders and
communities as beneficiaries in selection and
monitoring of projects is vital. There is also the need
to transfer accounting personnel every two years.
Then there is the need to de-politicise the
decentralisation process to reduce the risk
concerning implementation capacity of
stakeholders.

Legal Framework/Mandate

The DAs need power and mandate to discharge their
poverty alleviation interventions effectively and
efficiently. The Local Government Service Act
passed on December 232003 (Act 656) is expected
to ensure smooth implementation. Furthermore, the
DAs are supposed to be autonomous bodies with the
power to plan and implement projects, yet one can
say that they are still the appendages of the central
government and dance to the tune of the MDAs.

There is the concern to have all DCEs elected and
not nominated by Government in the medium-term.
Two out of every three respondents interviewed
would like the DCEs elected because they believe
that this would make the DCEs more accountable
and responsible to the people and would also
prevent the DCEs from having double allegiance. It
is also felt that the DCEs would enjoy the full
cooperation and total allegiance of the people unlike

the current situation where there is a partisan assembly
where the DCE has to belong to one. Another option is
to abolish the position and to attribute his function to
the Presiding Member of the District Assembly.

The cost of the District Assembly Elections in 2002
was ¢47.125 billion which was 0.31% of National
Budget and 0.10% of GDP. In order to have full
election additional costs would come only from
marginal expenses on allowances for personnel,
printing of ballot papers and stationery, as well as
recruitment and training. The cost of full local level
elections in 2006 is projected at ¢85.47 billion. This is
expected to be about 0.30% of Budget and 0.09% of
GDP.

Given the importance attached to the full
implementation of decentralisation in the long-term, it
is recommended that elections be carried out at the
district level if the concern is financial just as in the
case of the Presidential and Parliamentary Elections.

There is also the need to maintain the present practice
of election of District Assembly members. The
majority of respondents interviewed would not like to
have all DA members elected. Their preference for the
retention of the present system stems from the value
derived by the District Assemblies from the
professional expertise of the appointed members and
the representation of traditional leaders and civic
groups in the DAs.

Institutional linkages between chieftaincies and local
assemblies should be improved. The presence of
traditional leaders (who are appointed by the DCE) is
highly valued. The presence of traditional leaders can
be assured also by democratic means: They are elected
among their own constituency (the chiefs in the
district) and confirmed by the PM of the DA.

It is inferred that the decentralization process has
brought in its wake an institutional dilemma resulting
in rivalry among institutions at the district level, which
is not in the best interest of pro-poor decentralization.
Participants at the stakeholders’ workshop in Accra
were very apprehensive of the apparent emergence of
dual allegiance of regional and district branches of
sector MDAs as well as other elected local institutions
which is threatening the existence of the extension
offices functioning under centralized authority of the
line ministries at the District level. This is seriously
affecting the pro-poor decentralization process.
Consequently, there is the urgent need to tackle the
institutional dilemma at the District and Regional
levels to address counter-productive rivalry among
institutions to ensure smooth implementation of the
decentralization process.
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Resources: Mobilisation, Allocation and
Management

Additional evidence from the risk analysis points to
the need to initiate mechanisms to remove financial
constraints on DAs ability to access timely and/or
adequate resources to reduce the risks associated
with the implementation of vital projects including
poverty reduction projects. Besides, the DAs need to
increase their efforts to mobilise enough revenue
from their internally generated revenue (IGR).
Collection of local tolls, levies and fines need to be
efficiently tackled in order to rope in as many
people as possible. Another way is for the DAs to
engage in some direct productive investment
activities such as farming (wood-lot farms such as
the tungya system, food crop farms, cash crop
farms) poultry, animal rearing such as cattle, etc.
Furthermore, the DAs need to actively involve local
institutions such as Traditional Authorities, Local
Communities, Civil Societies, and Assembly
Members, etc. in the mobilisation of revenue for the
District Assemblies.

Furthermore, the DAs should very much actively
involve traditional leaders, local institutions and the
private sector in their revenue mobilisation efforts,
in order to significantly increase their internally
generated funds. The Ghana Private Road Transport
Union (GPRTU) is doing some good work for the
Internal Revenue Service (IRS) and must be adopted
by the DAs.

There is empirical evidence that payment of taxes
and levies is reported to have witnessed substantial
improvement since the implementation of the
decentralisation plan between 2002 and 2004
leading to a modest rise in IGR. (Refer to Table 1).

Table 1: Sources of Funding DAs’ Development

Source %* %+
GOG Consolidated Fund 34 32
DA Internally Generated Revenue 3 11
Development Partners’ contribution 40 36
HIPC Relief Fund 8 7
District Assemblies Common Fund 15 14
Total 100 100

Sources: * GPRS Annual Report (2002)
+ Field Reports/Survey, 2004

Despite the modest structural change, resource
mobilisation at the district level in Ghana is still
very weak. This has made the DAs still highly
dependent on the central government revenue. The
survey results have also indicated that the
involvement of traditional authorities, local
communities, civil societies, assembly members and

the private sector in the revenue mobilisation activities
of the DAs is not much - just about average. This also
calls for concern.

Resources (especially financial) channelled to the
District Assemblies are supposed to be efficiently
managed so as to derive their optimal utilisation. DA
expenditure details are first supposed to be audited by
the internal audit unit. These were found out not to be
the case. There is the need to intensify regular auditing
(internal and external) of the District Assemblies
accounts. There should also be periodic unannounced
auditing and reports submitted to the Controller and
Accountant General, Ministry of Finance or published
on bill boards in the communities.

It is inferred that the funds released from the Central
Government (including DACF) often fall short of the
financial requirements of the DAs plans and
operations. However, the funds that the DAs actually
got have fallen short of the amount budgeted for. This
is evidenced from the persistent deficits that have
come about as a result. On the whole, the deficits have
averaged between 20% and 30% of the amount
budgeted for. This adversely affects the execution of
many poverty reduction projects in the districts in the
form of delays, uncompleted projects and diversion of
resources to other ends that have not initially been
budgeted for.

The increase in the DACF from 5% to 7.5% would
bring additional basic social facilities (for example:
water, health, sanitation and education) to be provided.
However, the present allocation formula for the
disbursement of the DACF was found to be inadequate
in view of the prevailing regional differences in the
poverty levels in the country.

To ensure that the poor are the main beneficiaries of
the 2.5% increase in the DACEF, there is the need to
refine the DACF allocation formula to facilitate the
increase for pro-poor activities. The refined formula
need to take into consideration the regional and
district disparities as well as equity into consideration
to enable those poverty-endemic districts get more
allocation of the DACF. As an incentive, there is the
need to include in the formula the indicator that those
Assemblies with more IGR will be allocated more
DACF.

Capacity for Pro-poor Decentralisation

The most fundamental driving force behind
decentralisation is capacity. Capacity includes
training, national resource development (NRD)
including human resource development (HRD),

organisation  and institutional
availability of logistics, financial

development,
resources and
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change management. The absence of these can
incapacitate pro-poor decentralisation. For the sake
of this study, capacity refers to the requisite and
adequate resources of DAs (both human and
material which in turn depends financial resources),
technical competences and institutions to be able to
plan, manage and execute poverty-reduction projects
among others.

If the DAs are deficient in capacity they cannot
carry out or champion pro-poor decentralisation
issues as best as may be expected of them. The
NDAP continues to state that seventeen out of a
total of twenty-three projects in support of
decentralisation may be classified as "capacity
building” or local government activities, as reflected
in the new programming proposed under the GPRS
and the Government Decentralisation Action Plan.
Despite these, there are still high levels of capacity
deficit.

The personnel who work at lower level in the
system of local government faces an attitudinal
problem. To some of them working at the lower
level is more or less a punishment or demotion. It is
also related to the value system in general. Indeed,
essential logistics are also lacking at the districts.
The DAs are deficient in basic logistics such as
filing cabinet, telephone, computers, motor vehicles,
etc. If the DAs were to function effectively and
efficiently, these basic logistics would have to be
put in place as soon as possible. It must be
mentioned here that during the stakeholders'
workshop on the preliminary findings of the Pro-
poor Decentralisation programme held on 30™
March, 2004 in Accra, some of the participants
emphasised lack of essential logistics at the district
level, as an important factor making working at the
district level uninteresting and unattractive.

Weak capacity in both the public and private sectors
has been identified as the core of Ghana’s
intractable development crisis. Indeed, in the most
fundamental sense, development at the decentralized
or any level depends on the availability of capacity
to implement, sustain and accommodate change.
The observed and documented reality is that
capacity at the district level is much weaker than at
the national level. This reality poses the major
impediment to the development of the districts,
contrary to the aspirations enshrined in the
Constitution and the GPRS as concerted attempts to
achieve equitable national development through
decentralization. To reverse this reality, an urgent
programme to  resolve  the  institutional,
professional/skills, equipment and logistical
capacity limitations is imperative.

Evidence available from past planning initiatives
confirms that capacity building has received some
policy support over the past two decades, but the
expected results remain unsatisfactory. Integration of
institutions at the district level was assessed at 70%
per region in 1999, but the reality in 2004 is that there
is rather “a growing concentration of power and
resources in the key MDAs at the Centre.” Inadequate
human/professional/skills availability at the district
level persists in spite of planned training and retraining
schemes, the urban series of capacity building
programmes and other skills training efforts were
aimed at resolving the problem. The persistence of
equipment and logistical constraints underlines the
inadequacy of budgetary allocations to district level
development generally. These realities, among others,
constitute the challenges, which must be confronted in
any meaningful attempt to build adequate capacities
for pro-poor decentralization.

As long as Ghana continues to pursue the policy of
pro-poor decentralisation in the context of the GPRS,
the requirements of the policy itself and the demands
by the implementers of the policy will continue to
highlight the prevailing deficiencies in capacity and
demand that capacity building in the areas of
institutional capacity, human resource/skills capacity
and equipment and logistics capacity needs are
addressed. In that regard, the Government, NDPC,
MLGRD and others should consider taking the
following actions:

» Resolve the institutional dilemmas, redefine
institutional mandates and enforce full
integration, at the district level, of those
institutions needed to implement a successful
pro-poor decentralization policy.

» Provide the necessary incentives and conditions
of service that will attract qualified staff to
accept employment at the district level in order
to meet the one-third current deficit in staffing
at those levels.

» Assess the various human resource development
initiatives currently under implementation, i.e.

»  Training of senior administrators and DA
operatives.

= Special skills training for planning and
budgeting offices.

= The Urban V training for 23 beneficiary
district capitals.

= Other training/capacity building for other
groups at the district level.

» The impact of each capacity building course
should be subjected to periodic assessments and
only those recording positive impacts should be
retained. New programmes added must meet the
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same positive impact criteria. The rationale is
to achieve holistic improvements in human
resource capacity at the local level.

» Provide adequate financial support to make the
needed equipment and logistics available at the
district level for the effective implementation
of the pro-poor decentralization policy.

» Assess the overall capacity situation at the

district level, add new capacity building efforts
in areas like composite budgeting, poverty
mapping and planning, urban planning,
strengthen existing areas of human resource
capacity building to achieve enhanced capacity
at those levels.

The caveat to our main study hypothesis is that both
resources and capacity are needed to achieve a
higher level of effectiveness and sustainability and
these should meet supply (sustained responses) of
DAs in meeting the demand (requests) from the
citizens.

On the demand side there is need for capacity/
empowerment of the citizens to make requests. This
can be enhanced through:

» Participation and partnership training,

» Monitoring and evaluation capacity,

» Transparency, accountability and probity,
» Lobbying and advocacy skills, and

» General education on functions of DAs.

Partnership and Participation

Partnership and participation are essential pre-
requisites for pro-poor decentralisation. There is the
need to build on the potential of the people the value
of solidarity by fostering the African value of
solidarity and inclusion as best practice and
introduce “Solidarity Medals” at all levels from unit
level upwards to the national level (as an example)
and instituting Certificates of Honour and Award
Nights. For a more effective performance, the Unit
Committees must be well resourced. Many of the
Unit Committees do not function due to lack of
funding.

Partnerships  and  participation  in  pro-poor
decentralization should also be improved by drawing
upon the traditional experiences in solidarity that exist
at the community level and strengthen them to achieve
higher level of civil society participation in the
decentralization process as well as act as being a safety
net for the very poor.

Varied experiences and examples in solidarity that
exist in Ghana can be adapted and adopted including
the following: (i) Widows Clubs/Societies which were
found to be common in some districts in the Western
Region, specifically Princess Town in Akitakyi in the
Ahanta West District. (ii) Funeral Societies, which
exist in the Akatsi District in the Volta Region; (iii)
Ndoboa Societies/Fidodo Groups in such communities
where we administered the questionnaires and
conducted the interviews, the poor population form
Fidodo Groups where they gather as groups to weed
each others farms in turns (self-held); and (iv) Village
Societies which are led by the chief. As a group the
villagers identify projects such as electricity and roads
needed for development. Levies were collected and
projects implemented with utmost transparency.

Sequencing of Policies

A decentralisation process is not a matter of years: it
will take generations and appropriate sequencing for
the desired impact on poverty reduction. It is not only
important to gear up measures in each available
scenario but what is equally important is to proceed in
phases and to sequence well the steps in the direction
of full decentralization for eventual impact on poverty
reduction. These should include the following policy
options:

» Full planning and composite budgeting can only
follow after the necessary capacities have been
developed.

Effective participation depends largely on the
mobilization and education (capacity building)
of the poor to make demands and call for
transparency and accountability.

Election of DCEs can be effective when

decentralization is in full gear or even earlier.
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1. INTRODUCTION AND BACKGROUND
1.1 Introductory Background

It is instructive to state that the Government of Ghana (GOG) has, since 1988, been implementing a
comprehensive decentralisation programme, the thrust of which is to promote local participation and
ownership of the development process at the district level. Further to this, the Local Government Law,
Act 462, was enacted in 1993 to give more financial leverage to the District Assemblies in order to
enhance the Districts’ ability to conceive, formulate and implement their own development plans. The
above Act also enjoined the Metropolitan, Municipal and District Assemblies (MMDASs) to prepare and
implement annual development plans and budgets for the overall development of the local people. Each
MMDA receives a share of the District Assembly Common Fund (DACF) (which represents at least 5%
of total government tax revenue) annually in addition to mobilising and allocating internally generated
funds (IGF), to finance developmental programmes and projects. Thus, the District Assemblies, which are
responsible for the overall development of the districts, are required to have in place problem-solving
budgetary systems and processes that match their development needs. However, there are significant
deficits in the MMDAS’ capacity for resource mobilisation, allocation and management, planning and
budgeting at the districts in this respect. Also, there has been slow progress in the participation of civil
society and unit communities in the MMDASs activities.

The GOG seeks to reverse the trend of policy thrusts, which seems to have had little impact on poverty
reduction by focusing the Ghana Poverty Reduction Strategy (GPRS) on the alternative strategy of wealth
creation to promote economic growth. Available evidence suggests that many development partners like
the World Bank/IMF, UNDP and bilaterals like DFID and GTZ/KFW support that approach.

The GPRS recognizes the need to make the management of decentralized structures and programmes
more pro-poor in order to reach the rural poor.' This is due to the fact that so far initiatives to
institutionalise decentralisation have not been systematically implemented, and implementation of
poverty programmes has not fully benefited the poor. In that direction the Ministry of Local Government
and Rural Development (MLGRD) has launched the National Decentralization Action Plan (NDAP)
2003-2005, with eight point strategic objectives. The NDAP is to promote convergence of the
decentralization efforts, consolidation of the process of resource allocation and management, building
capacities of poverty-targeted development and governance at the local level and promotion of
partnershipzand participation between local government, civil society, the private sector and traditional
authorities.

Poverty in Ghana has been described as both rural and agricultural. This is because 60% of Ghanaians
live in rural agricultural households and 85% of those households live in extreme poverty’. The fact that
most rural areas and agricultural lands are within the decentralized domain and service areas establishes
the linkage between decentralization and poverty reduction strategies.

The objectives and strategies of Government’s decentralization policy have focused on five main areas:

(1) Political decentralisation, empowerment of local government structures, clear boundaries and
participation at the various levels of decision making.

(i1) Administrative decentralisation — integration of decentralization departments at the Regional
and District levels into single administrative units to coordinate development programmes.

(ii1)  Fiscal decentralisation — ensure the transfer of adequate financial resources from Central
Government to local governments for utilization through composite budgeting.

(iv)  Decentralised development planning to promote participatory development planning and the
bottom up participatory development.

' GOG: Ghana Poverty Reduction Strategy 2002-2005, Feb. 2003
* MLGRD: National Decentralization Action Plan, 2003-2005, Sept. 2003
3 Ghana Statistical Service, GLSS, Various Issues and CWIQ, Various Issues.
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(v)  Decentralized management of public-private partnership in investments, provision of services
and development programmes of the districts. *

While these objectives have all been partly implemented over the recent years, the GPRS requires a new
focus of making decentralization pro-poor. The UNDP Poverty Report recommends three pertinent ways
of focusing resources on the poor in a pro-poor decentralization framework.
(1)  Adjusting macro-economic policies to make growth more pro-poor
(il)) Directing resources to sectors where the poor are employed — like agriculture, rural off farm
enterprises, urban micro-enterprises
(ii1))  Allocating resources to poor areas or communities. This requires poverty mapping based on a
reliable set of human poverty indicators’

There is obviously a distinct convergence of this UNDP recommendation on pro-poor decentralization
and the GOG’s PSIA study on Enhancing Pro-poor Decentralization in Ghana. Specifically, with the
Ghana Poverty Reduction Strategy (GPRS) the government has embraced poverty reduction as the
overarching objective of national policies. Pursuing this objective in a way more in proximity to the poor
the government is drafting (September 2003) a National Decentralization Action Plan (NDAP). “The
Government of Ghana aims to create wealth by transforming the nature of the economy to achieve
growth, accelerated poverty reduction and the protection of the vulnerable and excluded within a
decentralized, democratic environment.” ©

1.2 Objectives of the Study

The terms of reference’ of the current study: “Enhancing Capacity for Pro-Poor Decentralization:
Resource Allocation, Mobilization, Management and Capacity Building at District Level in Ghana” state
as objective of the PSIA study:

To provide in-depth empirical understanding of the impact on the poor emanating from policy
reforms and public actions for enhancing pro-poor decentralisation with emphasis on resource
mobilisation, management and allocation as well as the capacity constraints in delivering pro-
poor services at the district level; and to provide a basis for considering policy action alternatives
as well as an appropriate sequencing of policies; to identify risks to the policy reform and help to
integrate appropriate mitigation measures and risk management systems into the reform
programme, if and when adverse impacts and risks are encountered.

In view of the foregoing, the study provides answers to the following issues:

e Examine the impacts of increased resource availability at district level on the local economic and
social development, how alternative policy measures and reforms, which aim at improving
resource mobilization, management and allocation at district level, impact the target groups,

e Assess the extent which capacity constraints influence the decentralized local government system
in delivering services that support the implementation of essential elements of the GPRS, and the
extent to which the proposed and implemented schemes for building capacity within local
government appropriate and adequate in terms of content and quantity to resolve the capacity
weaknesses, and

e Draw the relevant conclusions and make the necessary policy recommendations with regard to
the implementation of the planned reforms.

* NDAP ibid p.3
> UNDP Overcoming Human Poverty — UNDP Poverty Report 2000

® Government of Ghana, Ghana Poverty Reduction Strategy 2003-2005: An Agenda for Growth and Prosperity.
Volume I: Analysis And Policy Statement, Accra February 19, 2003, p.

7 Complete Terms of Reference, see Appendix 3



1.3 Limitations to the Study

This study is very complex, which ideally span a period of not less that two years, but had to be
accomplished within a time period of four months: December 2003 to March 2004. Specifically, the study
has been limited in the following areas:

e Out of the 110 districts (at the commencement of the study but now 138) in Ghana, only ten districts
are covered in the sample. This is partly because KfW and GTZ who provided the funding for the
study, prefer (and rightly so) a smaller sample of ten MMDASs (as against 33 MMDAs suggested by
the Consultants). The findings and conclusions of the study should, therefore, be visualised in the
context of this coverage,

e The environment existing at the Tamale (Northern Region) District at the time of study was not
conducive for data collection and interviewing. Apart from the effects of the latest conflict, which
resulted in massive relocation of relevant stakeholders, it was difficult to have full access to Assembly
members and other stakeholders. Despite this problem there was a high level of co-operation from the
officers and other stakeholders on the ground, and

e The collection of secondary data from the MDAs and MMDAs was very difficult. For example, the
break down of sources and uses of funds to MMDAs including DAFC, HIPC, IGF, etc. Even the
budget numbers suffer a lot of inconsistencies. The election effect also made it difficult for some of the
MDAs to have time to prepare secondary data required for analysis. Additionally, even from the same
DA, there were situations when three data sets in terms of the budgets and actual inflows were
available.

1.4 Structure of Study Report

The current chapter is the introduction, which provides an introductory overview, objectives, and the
limitations of the study as well as the structure of Study Report. Chapter two discusses the core problem
analysis and conceptual framework spanning the logical framework, the PSIA framework as well as the
analytical framework for the focus areas. The third chapter undertakes a situational analysis of the status
of decentralisation and poverty reduction (with emphasis on decentralisation, poverty profile in Ghana
and pro-poor decentralisation). The methodological framework: data collection and analysis employed in
the study is covered under chapter four. Chapter five presents the poverty and social impact analysis
(PSIA) results embracing (overview of survey results, stakeholder analysis, poor population, scenario
analysis, transmission mechanism and impact/beneficial analysis, and risk analysis) and the results of
focus areas of prop-poor decentralisation analysis, namely: legal framework (mandate), resource
(mobilization, allocation and management), capacity building, and partnership and participation. The
major findings and conclusions of the study and recommendations for policy reform are presented in the
last chapter followed by appendices.

Appendix 1 presents technical results of the quantitative analyses of the PSIA and Focus Areas followed
by a Technical Annex on the Pooled Panel Data Analytical Framework for the construction of Poverty
and Macroeconometric and Spreadsheet Models, and Parameterisation of Demery and Squire Framework.
The detailed empirical analyses of Field Survey spanning the PSTA and Focus Areas are in Appendix 2.



2. CORE PROBLEM ANALYSIS AND CONCEPTUAL FRAMEWORK

2.1 Core Problem and Conceptual Framework
2.1.1 The Core Problem: Linkage Between Decentralisation and Poverty Reduction

The core problem, based on the TOR, for this PSIA study is identified as the following formulation in a
question form: How can decentralisation measures be best designed to promote the strategies of poverty
reduction at the local level? This understanding is underlined by the objective stated in the NDAP and
reproduced form the GPRS: “Promote responsive and accountable governance at the local levels that
allows effective participation, equity in resource allocation, and effective delivery of services, especially

for the poor”.®

The above core problem formulation is to combine decentralisation and poverty reduction to explore the
question and propose the optimum strategies for the attainment of pro-poor decentralisation. On the basis
of detailed literature review, and distilling the various threads of thought, the schematic proposals are
developed. On the basis of graph and adopting the approach of NDAP with four programme areas the
linkages between decentralization and poverty reduction can be presented in the following modified
[lustrations (2-1 and 2-2).

Illustration 2-1: Four Programme Areas of NDAP

Programme Programme

Programme Programme

Area Area Area Area
#1 #2 #3 #4

Policy &
Institutional
Arrangement for
Decentralisation
Implementation

District
Development
Funding Facility

Capacity
Building

& Human
Resources
Development for

Partnership and
Participation for
Accountable
Local
Governance

Decentralisation

The four programme areas designated by NDAP correspond to the requisites for the management of any
project or programme cycle: Mandate, resources, capacity and participation/partnership that are of
particular emphasis in respect to decentralization. The core problems under each of the four programme
areas of NDAP are briefly summarized as follows:

1. Policy and Institutional Arrangement for Decentralization Implementation: Adequate legal mandate
has been provided for decentralization in the 1992 Constitution, the Local Government Act 1993 and
National Development Planning Commission Act 1994. The MLGRD has since 1996 compiled data
on the degree of integration of various departments into the local government system. In spite of these
and other efforts institutional provisions to support decentralization are not adequate and concluded.
The NDAP, 2003 provides the reason why the problem of full decentralization has not been resolved.
The reality on the ground in 2003 is that there is rather a growing concentration of power and
resources in key sector Ministries, Departments and Agencies (MDAs) that plan, implement, monitor
and evaluate essential services to communities. The core problem with institutional arrangements for
decentralization implementation therefore remains the unwillingness of central MDAs to relinquish
power to the districts.

¥ Ministry of Local Government & Rural Development/Decentralisation Secretariat: National Decentralisation
Action Plan (NDAP): towards a sector-wide approach for decentralisation implementation in GHANA (2003 —
2005), Draft, Accra, September 2003, p. 8.




2. District Development Funding Facilities: These remain inadequate both in terms of size of allocations
from all sources, DACF, HIPC, IGR and from Development Partners. The related problem is
inadequately developed local channels and sources of revenue generation and mobilization to make
the DA’s reasonably self-sufficient to pursue pro-poor development programmes at the DA level.

3. Capacity Building and Human Resources Development for Decentralization: Inadequate capacity at
the DA level has been documented in many sources to include logistics, equipment, institutional and
human. The human resources capacity problem is both quantitative and qualitative. Inadequate
numbers of staff to man critical positions remains a problem, so do inadequate qualifications and the
right mix of skills and know-how at the DA level. These inadequacies make the goal of
decentralization difficult to attain.

4. Partnership and Participation for Accountable Local Governance: These practices of forging
partnerships with local, social groups and harnessing their full participation in local governance is
dependent on well established local institutions well equipped, resourced and manned by professional
staff. Since these conditions remain inadequate, they cannot sustain the level of partnership and
participation deemed necessary to maintain good local governance.

lllustration 2-2: Decentralization and Poverty Reduction: 4 Programme Areas

( Linking Decentralization fo Poverty Reduction )
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As in Illustration 2-2, there are four layers, namely: (1) decentralization, (2) four programme areas, (3)
availability and access, and (4) poverty reduction. Indeed there is still a critical intermediate stage (or a
missing link). Even without full articulation of the missing link, it is, however, important to put forward
an interim hypothesis for the study.

The working “null” hypothesis (Hy) is as follows: An effective political, administration and fiscal
decentralization through the four programme areas of mandate, resources, capacity as well as
participation will lead to an improved availability and increased access to public goods and services
which in turn will lead to poverty reduction. The “alternative” hypothesis (H,) will be the
rebuttal/negative to the null/affirmative.

2.1.2 Demand and Supply of Pro-Poor Decentralization

The above working hypothesis seems very innocent in terms of the need for dual focus on the DAS on the
one hand and the citizens on the other. In order to highlight its relevance and to give equal importance to
both, we postulate the demand side (the capacity of all citizens at the district-level to take part in and
make demands on district-level institutions), and the supply-side (i.e., capacity of district-level
institutions to respond) to pro-poor decentralization. In other words, this ties in the levels of resources
(mobilization, allocation and management) with the capacity on the demand side, namely, requests from
citizens, and on the supply side, namely, responses from the DAs to fulfil these requests.

Illustration 2-3 (a) and (b): Demand and Supply of Pro-Poor Decentralization

Demand and Supply of Capacity for Pro-Poor Decentralisation Demand and Supply of Capacity for Pro-Poor Decentralisation
Q:A A
! o SS;
& - T
8 1]
= (Supply = 3 ss2
° =
% Response =
o of DASs) 3 (Supply =
Ry Excess Supply o Response
Ry of DAs)
RE ................................. RE
R RL
(Demand = (Demand =
Requests Requests
from Citizens) DD, from Citizens)
0o > 0
0 CL Ce Ch '
Capacity =C Capacity =C

In Illustration 2-3 (a) we postulate in a two axis-panel, a relationship between demand and supply or
requests and responses. The demand curve, which slopes negatively, captures the demand side. It is the
sum of requests from citizens on the DAs. The critical factor is capacity or the empowerment of the
citizens to make such demands. When capacity (awareness and the ability to participate) increases the
citizens can make further and realistic demands. The supply curve, on the other hand, slopes positively
upwards and captures the response of the DAs to fulfill the requests from citizens. As resources increase
the capacity to deliver also rises.

In equilibrium at E, the demand and supply curves intersect (are equal). Below E for example at GH there
is a state of dis-equilibrium, i.e., demand exceeds supply and pressure is brought to bear on the system to
respond. Quantity demanded tends to fall from Cy towards Cg while quantity supplied also tends to
increase from C towards Cg. In the dynamics of the system, as political and civil society pressures mount
via call for transparency, accountability, and participation, the system rests at E for the time being.
Similarly, for any position above E for example AB, a theoretical situation arises where there is excess

6



supply, i.e., supply exceeds demand. Through a series of dynamics, the system also tends to move
towards E until equilibrium is restored again.

In Ilustration 2-3 (b) we postulate that as citizens demand higher level of transparency and accountability
and provision of more public goods and services through higher level of empowerment, lobbying and
negotiation skills, it is possible for the demand curve to move outward from DD, to DD, given the same
level of resources at each point. Pressure is then brought to bear on the DAs to respond by providing
higher level of responses in the form of increased public goods and services. This process through
intermediate impacts then leads to an increase in the supply curve from SS; to SS,. Given higher level of
accountability and probity, a fall in corruption, and other forms of waste, the equilibrium position can
move to a higher level (albeit small), namely from E, to E,.

Summary
In summary, the caveat to the hypothesis is that both resources and capacity are needed to achieve a

higher level of effectiveness and sustainability and these should be driven by demand (requests) and
supply (responses).

On the demand side there is need for capacity/empowerment of the citizens to make requests. This can
be enhanced through:

»  Participation and partnership

»  Monitoring and evaluation

»  Transparency, accountability and probity

On the supply side there is need for resources for the DAs to respond to the demands of citizens
(including civil society organisations). But the DAs must be capacitated with the right skills, tools and
techniques in:

»  Programme and project planning and management

»  Total resource mobilization, allocation, and management (including budgeting)

»  Administration and management

2.2 The Framework for Analysing Pro-Poor Decentralization

In order to crystallize further the demand and supply dynamics, it is critical to present a simple framework
for analysis (an improved version of the one in Illustration 2-2), which will tie in the importance of layer
2 (spanning mandate, resources, capacity and participation) and introduce an intermediate layer between
layers 2 and 3).

Reference to Illustration 2-4 (adapted from Parker, 1995 in Asante, 2003, p.12 and 85) it is postulated as
follows: For an effective decentralization, enough empowerment should be given to participation in
decision making in order to guarantee higher responsiveness to the needs of the citizens especially the
poor. Also, for a more responsive DA, there must be an effective control over local statutory
structures/institutions as well as higher level of local resource mobilization. In this framework, the
influence of citizens and major institutions of state must harmonize their inputs in order to exert the
appropriate pressure. Effective coalition of all CSOs’ with the poor population groups at the local level is
critical for making the right impact on local administration.

It is critical to note that improved provision (supply) of public goods and services by DAs cannot be
achieved by accident or by wish. It has to be demanded. It is only then that an increased access to public
goods and services can become a reality. (Refer to Illustration 2-4 for the “Missing Link™). The focus
should be on strategies that will alleviate (in the short and medium-term) and in the long-term to eradicate

? Civil Society Organisations (CSOs) here includes associations of professionals, workers, women, students,
employers, journalists and consumers, religious organisations, recreational and cultural clubs, and human rights
groups.



common causes of poverty, namely, illness, decrepit economic infrastructure and illiteracy for the
reduction of poverty. The key items of concern include education, water, sanitation, health, etc. The live
wires for effectiveness and sustainability critically hinge on demand (requests) from citizens and supply
(responses) of DAs.

Ilustration 2-4: Framework for Analysing Pro-Poor Decentralization

DENCENTRALIZATION
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From the forgoing, therefore, this study is researching into the institutional web, the complex and often
conflictual relations between MDAs and extension offices of line ministries at the national/regional level
on the one hand and the local level on the other. It will examine the resources of the decentralized
institutions particularly the sources, the volumes and the utilization of the finances. The study will include
an analysis of the situation as regards human capacity building in terms of functional excellence and
attitudinal aspects concerning the unwillingness of a certain number of officials to serve at lower levels of
the administration and to participate in poverty assessments at the grass roots level. Thus participation and
partnership will be examined since it is well known that decentralization without the active support of the
population will not work and without the involvement of the poor it will not be pro-poor.



2.3 PSIA Analytical Framework

The key aspects of the Poverty and Social Impact Analysis (PSIA) for this study embraces (i) stakeholder
analysis, (ii) scenario analysis, (iii) transmission mechanism and impact analysis, and (iv) risk analysis.

2.3.1 Stakeholders Analysis

Stakeholders may be defined as organizations, groups or individuals who have interests, something at
stake in the outcome of a given project or programme. They also have opinions, some degree of influence
over the project and are present where the particular project is working. Stakeholders thus include both
those who affect and those who are affected by the project. Stakeholder analysis is essential for the design
implementation and monitoring of projects and operations requiring the participation of individuals,
groups and organizations that have an interest in these projects.

The stakeholder analysis from the PSIA study on Pro-poor decentralisation identified the key stakeholders
of the reform programme, i.e., those who will be affected by the reforms (intended beneficiaries and
possible adversely affected persons) as well as those who may primarily determine the outcome (policy-
makers, interest groups, implementers, etc.). For this study, stakeholders in the decentralization
programme include Ministries, Departments and Agencies (MDAs), local and regional institutions, civil
society organizations, the poor population groups, and international development partners. Crucial in the
decentralization process is the group of governmental institutions at all levels and the way they interact.
Their way of interaction or behaviour pattern serves as criteria to categorize the stakeholders into groups:
winners, losers and neutral ones. The winners are clearly the elected institutions at the local level; the
losers are undoubtedly the departments and organizations among the MDAs called “ceasing to exist”.
Neutral ones can be called those MDAs, which do not have a regional and local extension and thus are not
affected by the decentralization process.

The GPRS presented a list of stakeholders in the poverty reduction strategy and decentralisation process.
That list based on the World Bank’s “Social Analysis Source Book™ (2002) has been modified and
analysed in Table 2.3.1 to show the role of each stakeholder in policy formulation, implementation and
monitoring and evaluation. The main characteristics of each stakeholder, its social situation, location, size
and organisational capacity are captured.

The National Decentralisation Action Plan (NDAP) 2003-2005 (2003), which seeks to develop the
processes and mechanisms to start the implementation of decentralisation in earnest by 2005 confirms that
all key stakeholders had agreed to the plan’s goals. The Ghana Fiscal Decentralisation Road Map Report
(2002) further identifies all stakeholders whose responsibilities in fiscal decentralisation and formally
allocates implementing responsibilities to each level of government (stakeholder) with the authority for
local government to source and generate the funds needed for development. The Report further identifies
stakeholders into: (i) Institutions involved in Fiscal decentralisation; these include the Presidential
Oversight Committee, the programme team, the MDAs with RCCs and MLGRD, MOFEP and NDPC;
and (ii) Passive institutions which include the Auditor General, Attorney General, Donors, the
beneficiaries comprising the poor, women and children, households, committees etc.

The role of the MOFEP involves the transfer of funds to the decentralised institutions and ensuring that
the tools for fiscal controls, principles and policies are adhered to by all concerned. The role of line
ministries/sector ministries is to ensure that responsibilities are clearly defined in the field, decentralised
and integrated into the ministries at the local level and adhere to fiscal decentralisation principles.



Table 2.3.1: Potential Stakeholders for Pro-Poor Decentralisation

Potential Stakeholders Stakeholder Groups
National Authorities 1. National Government 4.  Military

2. Political figures 5. Parliament

3. Political party organisations 6.  Central Ministry Officials
Regional Authority/ Organisation 1. Regional Ministry Officials 4.  Local Union representatives

2. Mayors and City Councils 5. Regional law enforcement

3. Local party officials agencies
District or Local Organisations 1. Community-based organisations 5. Labour craft unions

2. Agricultural extension services 6.  Peasant unions

3. District integrated ministry officials 7. Rural Cooperates

4. District Assembly members 8. Water use groups

9.  Mass organisations

Non-Governmental Organisations 1. Advocacy NGOs 5. International Non-profit

2. Operational NGOs Organisations

3. Life agency representatives 6.  Women’s advocacy groups

4.  Local Non-profit organisations 7. Environmental groups
Religious Organisations 1. Priests, clerics, imams 3. Church-based charities

2. Lay organisations 4. Religious institutions
Traditional Groups 1. Tribal Leaders 3. Traditional healers (health

2. Indigenous leaders or organisations Projects)

4.  Ethnic group organisations

Commercial and Business Groups 1. Local credit co-operatives 4. Business organisations

2. Bank officials/Rural banks 5. Chambers of commerce

3. International bank representatives 6. Trade Organisations
Groups Defined By Beneficiary 1. The poor 5. The elderly
Status, Social Analysis, Rural 2. The landless 6.  Youth
Appraisals, Or Gender Analysis 3. The displaced 7.  Agricultural workers/ subsistent

4.  Women/men 8.  Tender’s groups
The Media/Press 1. Local press/radio 3. International press

2. National press 4.  Other communication agencies
Other Governments 1. Governments of other interested 2. ECOWAS Countries

countries 3. 2" Monetary Zone Countries

Development Partners 1. The world Bank/IMF 4. DANIDA

2. DFID 5. USAID

3. GTZ,KfW 6. CIDA, etc.

Source: Adapted to Ghana’s Situation from Sherrie A. Kossoudji “Strategies of Stakeholder Analysis to improve Participation
and Project Performance: Concepts and field techniques” in Social Development papers, No. 35, June 2001, p. 20

Beneficiary Assessment: Household/Poor Population Groups

The poor household groups are also one of the stakeholders. From human development perspective
improvements in the standard of living of poor population groups is positively correlated with access to
income and other productive resources, quality health and education and other public utilities. This is
expected to be derived from the pursuit of macroeconomic policies to encourage growth coupled with
proper allocation of funds and good governance to trigger improvements in the standard of living and
quality of life of poor population groups in the communities. Consequently, pro-poor decentralization is
therefore expected to be a process by which central and local governments can improve upon the welfare
of the poorest section of the population (UNDP, 1998 p.49). This study therefore attempts to link the
decentralization process to the envisaged policy changes and expected effects on the welfare of poor
population groups by an assessment of access of poor population groups to employment, basic services,
assets and transfers.

2.3.2 Scenario Analysis

In building the scenarios for pro-poor decentralisation it is obvious that the classical prerequisites of any
effective cycle of poverty reduction'® (mandate, resources, and competency) must be considered. A fourth
category has been added by NDAP: Participation and Partnership, which is of particular importance in the

1 As adapted from the “Project Cycle Management/Logical Framework Approach”
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context of decentralization. From the inventory of the GPRS and NDAP the most pertinent measures are
being selected (one to two per programme area):

The basic programme areas are linked to the scenario analysis by relating time dimensions (short.
medium, long term) to behavioural patterns of stabilizing (short term), pushing (medium and long term)
and rolling back (an additional “worst case scenario”).

Short-term measures can be defined as those which are using fully already existing possibilities in terms
of institutional arrangements (mandate), make better use of disposable finances (resources) and take better
advantage of existing or immediately available competencies as well as partnerships: In short they use all
the possibilities of the system (generally up to one year). The short-term scenario in terms of institutional
behaviour can be termed: Stabilizing the status quo of the decentralization process.

Table 2.3.1: Framework for Pro-Poor Decentralisation: Scenario matrix'!

Prerequisites/Programme Area
Time frame | Short term Medium term | Long term Worst Scenario
Legal framework
Resources
Capacity
Partnership and participation
Explanation:

- Legal framework refers to the mandate, power, and authority.

- Resources are the financial means.

- Capacity refers to competency and qualification.

- Partnership and participation refers to the relationship of the DAs with the civil society organisations
and the population in general

The medium-term measures are those that specify the rules or add to the rules of the system (like decrees
of ministers, generally up to three years), and the medium term scenario in terms of institutional
behaviour can be termed: Advancing substantially in the decentralization process.

The long-term measures are those which need a change in the framework or the structure of the system, id
est laws or constitutional amendments (beyond three years). The long-term scenario in terms of
institutional behaviour can be termed: The decentralization process is virtually completed. The
completion of the process is essentially referring to the structures; they are in place now. The performance
within this structures will of course need steady improvements.

Worst-case scenario: The three scenarios above are of operational value whereas the worst-case scenario
of course is not. It should however be considered in order to capture all possible behaviour patterns of the
stakeholders and of course particularly of those who consider themselves as losers in the decentralization
process. In terms of behaviour this can be called a rolling back attitude and strategy, rolling back the
achievements so far reached in the decentralization process.

Legal Framework (power): The rolling back strategy will be particularly virulent in the areas of
overlapping functions, functions traditionally attributed to the line ministries and their regional and local
extension offices and attributed at the same time to the duties of the District Assemblies. Refusal of
cooperation, information sharing will be the visible signs of such a behaviour pattern.

Resources: In terms of resources there is the possibility of rivalry of competition for the scarce resources,
either internal resources or funds provided by external donors.

"' The cells of this matrix will be filled with a few essential and exemplary measures and are not meant to be
complete; they indicate however clearly the methodology and are developed in Tables 2.3.2 and 2.3.3.
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Capacity: In terms of capacity and capacity building there will be competition and efforts to minimize the
achievements of the other.

Participation and Partnership: Participation and partnership are traditionally assets of grass root
institutions and of course also (but not necessarily) of local government. The “roll back” argument can be
that participation is reducing the quality of professional work whereas the other side will put foreword
that sustainability can only be achieved by wide participation and good partnerships.

From the above framework the 5 scenarios can be articulated as follows as in Tables 2.3.2 and 2.3.3.

Table 2.3.2: Scenario components

Programme Area Scenario components

Legal framework 1. All departments at district and regional level are merged (composite planning and budgeting
is routine)
All DA members and DCEs are elected

DACEF increased from 5% to 7.5%
Internally Generated Revenues (IRG) increased considerably

Resources

Identification, design and management of pro-poor projects and development plans improved
Capacity building in composite planning and budgeting

Capacity

Partnership and
participation

Mechanism for working partnerships with NGOs and private business sector established
Participation of the poor at all local levels is improved

il Al Pl

Table 2.3.3: Selected Scenarios and Measures

Scenarios Qualification Measures

Scenario 1 Maintaining the 3. DACEF increased from 5% to 7.5%

status quo 7. Mechanism for working partnerships with NGOs and private business sector
established

Scenario 2 Implementing a 3. DACEF increased from 5% to 7.5%
small reform 6. Capacity building in composite planning and budgeting

7. Mechanism for working partnerships with NGOs and private business sector
established

Scenario 3 Implementing a 1. All departments at district and regional level are merged

medium sized 3. DACEF increased from 5% to 7.5%

reform 5. Identification, design and management of pro-poor projects and development
plans improved

6. Capacity building in composite planning and budgeting

7. Mechanism for working partnerships with NGOs and private business sector
established

Scenario 3 Implementing a 1. All departments at district and regional level are merged (composite planning
comprehensive and budgeting is routine)

reform . All DA members and DCE:s are elected
. DACEF increased from 5% to 7.5%
. Internally Generated Revenues (IRG) increased considerably

. Identification, design and management of pro-poor projects and development
plans improved

. Capacity building in composite planning and budgeting

7. Mechanism for working partnerships with NGOs and private business sector

established

8. Participation of the poor at all local levels is improved

wm AW N

[o)

Scenario 5 Status quo is 0. Already achieved successes (see Scenario 1) are dismantled.
rolled back

Scenario 1 is describes the actual state of affairs: For example, the increase of DACF to 7.5 % has been
voted in early 2004 and partnerships with NGOs and the private sector have begun, but are not
generalized.
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Scenario 2 focuses on a small reform adding composite planning and budgeting between all departments,
those extension offices on the regional and district levels so far under the authority of the line ministries
and the committees of the DAs which have been instituted legally in 1993.

Scenario 3 describes a medium reform. The same law foresees the merging of these departments however
the complete implementation is yet to come. This institutional change will ratify the practice of composite
planning and budgeting. However, the change of authority and command line is nevertheless a substantial
change to the previous situation.

Scenario 4 concentrates on the full achievement with the most significant reform measures in all four-
programme areas implemented. The new elements are election of all members (DCE, and DA members)
as well as participation of the poor. The election mode of the DCE can be the same as the modality for
other DA members, or it can be a modified formula. The election of the hitherto appointed DA members
(traditional leaders and economic groups) can and should be the election of traditional leaders by their
own constituency and of economic representatives again by their own constituency. The idea to retain the
element of traditional authorities is dear to many persons. The participation of the poor can enter into the
group of so far appointed DA members coming from economic groups. The poor — when organized — are
an important part of society.

Scenario 5 is the “worst case scenario” and means that the hitherto achieved status is being dismantled in
favour of rigorous centralization. The scenarios 1 to 4 above are of operational value whereas the worst-
case scenario of course is not.

2.3.3 Transmission Mechanism and Impact Analysis

Ilustration 2.3.1: Schematic Representation of Transmission Mechanism
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(higher incomes), basic services/amenities etc. their poverty level will fall. The overall structure of the
transmission process from the national level may be captured in Illustration 2.3.1.

The figure indicates the main lines through which reform policies affect the set of transmission channels.
It shows that not all reform measures emanating from the national level necessarily go through the DAs to
affect the set of transmission channels, and finally impact on the welfare of the district population. It is
possible for some of the reform measures to go through the regional level, and to the DAs before affecting
the transmission channels. Again, the reform measures may go directly from the regional level to
influence the transmission channels, before affecting the welfare of the poor. Similarly, the reform
measures may affect directly the set of transmission channels from the national level. For example,
macroeconomic policies changes (monetary, exchange rates etc.) may affect these basic channels. If the
Bank of Ghana prime rate is increased and for that matter all interest rates go up, it will have the effect on
prices at the district level too (borrowing rates and prices of some items may go up), and vice-versa.
Again, if the price of petroleum products are increased, the increase also affects their prices at the local
level not through the DAs.

The implications are that the decentralisation process itself does not hold the ultimate key for poverty
reduction in the district. What ever happens at the national level is still important in improving the welfare
of the poor in the districts. We need to achieve sound macroeconomic management, create a conducive
atmosphere for investment to be stepped in
order for the economy to grow as well.
Empirically there is a negative correlation
between economic growth to poverty
reduction.

Conceptual Framework for Risk Analysis
to Pro-Poor Decentralisation

Assumptions underlying RISKS to pro-
poor decentralization

Ilustration 2.3.2: Analytical C— =

Framework for risk analysis
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Risk analysis constitutes a crucial element
of PSIA as mentioned under log-frame
analysis. This essentially involves an [ N
assessment of assumptions underlying the
reforms, and also emanating from the
reforms, which are more likely to put the
reforms outcomes at risk. Thus, we are
concerned with those risks that are crucial
and may affect the pro-poor
decentralisation process in registering the
desired positive impact on the poor local

[ Impact on the Poor ]

" Provisions of further insights lc:--
pro-poor decentralisation

population. Four main risks may be
identified in this study. They are:

institutional risk, country risk, political
economy risk and exogenous risk. '*

The institutional risk deals with the role of agents and institutions that are connected to the
decentralisation process. These institutions range from the national (Ministry of Finance) through regional
level to the local level (civil society organisations etc.). Donors, like investors are highly risk averse.
Country risk may refer to the general economic environment within which the reform process is taking
place. We are thus concerned with the developments in the country that facilitate or jeopardize the reform

12 Risk analysis helps to identify risks that could undermine reform objectives, provides alternatives to policy design
and develop risk management strategies for identified risks to the policy reform. The type of risks identified guides
the recommendations for policy reform and the corresponding corrective measures.
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process. We need inflow of resources (especially donor resources to support the reform process, and so
the donor community must be convinced that the risk factor is indeed reduced or conducive. Some of
these risks include the crime level, corruption level or level of transparency, etc.

Next is the political economy risk. This may include powerful interest groups that may undermine
attainment of the reform objectives, by blocking implementation, capturing benefits or reversing reform
actions. Thus, it deals with the general political environment as it affects the reform process (de-
centralisation process). We are interested in whether there is political consensus to some extent to
enhance success of the decentralisation programme. For example in Ghana, the historical evidence has
shown that generally almost all governments are in favour of poverty reduction and a successful
decentralisation process.

Finally, exogenous risks relate to shocks both within and outside the country that put the successful
implementation of the pro-poor decentralisation process to danger. Some of these internal risks are natural
disasters or regional economic crisis, ethnic conflicts, chieftaincy disputes etc. Those that are external to
the country include global economic crisis (oil crisis), political crisis in the neighbouring countries such
as Cote d'Ivoire, Liberia (with the attendant refuge problems) and the recent increase in terrorism in the
world (remember the September 11, 2000 raid on the U.S Trade Centre)'’. Our framework for risk
analysis of the pro-poor decentralisation plan is represented in Table 2.3.5.

Table 2.3.5: Key issues on risks
Key Issues Type Focus Elements
1. What are the risks with regard to Country risks Fungibility risks | Risk identification
inappropriate allocation of funds at the
district level?
2. What additional requirements are Institutional risks Fiduciary risks Risk assessment
required to ensure transparency and
accountability of resource management?

3. What risks are linked to the Political economy Implementation | Risk identification,
implementation capacity of the involved risks risks Risk assessment
stakeholders?
. . . Exogenous risk Risks of under- Risk management
4. What kind of compensation measures is OBENOUS TISKS sks of unde S geme
. o . or non-
required to minimize these risks? .
achievement

Source: Derived from the Terms of Reference and Literature

Available literature on risks on pro-poor decentralisation in Ghana is very scanty. On implementation or
political economy risks, it is identified that weak co-ordination and linkages between actors as one of the
key problems that account for delays in district level planning and implementing development
programmes. With regard to fiduciary risks or institutional risks it may be argued that institutional
problems are created when a partisan central government is superimposed on a non-partisan local
government system. It is important to point out, that conflicts between Local Members of Parliaments,
presiding members of DAs and the DCE have been known to hold back programmes for local
development. Roles of the Members of Parliament as ex-officer members of the DAs and the presiding
members on audited accounts need specification in the Local Government Act. In terms of
implementation risks or political economy risks, the DAs face serious shortage of qualified personnel to
perform critical functions transferred to that level. Transfer to the districts is hampered by poor utilities
availability and lack of economic opportunities for accompanying spouses of staff at these levels.

> The four risks discussed may also be respectively identified as follows; fiduciary risk, fungibility risk,
implementation risk and risks of under- or non-achievement.
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4. METHODOLOGICAL FRAMEWORK AND SUMMARY
STATISTICS OF SURVEY RESULTS

This section outlines the methodology and organisation of secondary and primary data collection with
emphasis on the latter. It should be noted that in this ex-ante study the empirical enquiries could not
survey actual impacts — because the events have not occurred (increase of 5% to 7.5% of DACEF, election
of DCE, etc). The field research focuses, therefore, on the perceptions and the expectations of the people
supplemented with secondary data analysis.

3.1 Method of Secondary Data Collection and Analysis
3.1.1 Terms of Reference-Determined Technique

Both secondary and primary data collection techniques were employed in gathering data and information.
The secondary data collection involved a desk review of available documents, studies and prior field
mission reports as well as discussions with experts to capture the existing knowledge with regard to pro-
poor decentralisation, in particular the issues of resource allocation and mobilisation as well as capacity
deficits at district level. The issues examined during the desk review included the analysis of:
»  Decentralisation process in Ghana, and the constraints for fiscal decentralisation, resource
allocation, management and mobilisation at district level,
»  Constraints in relation to the organisational behaviour and performance, and
»  Capacity constraints within local government with regard to promoting pro-poor development by
adequate and strategic service provision.

The literature review was complemented by fact finding in the field to gain a thorough understanding of
the context in which decentralisation in Ghana aids poverty reduction and of the stakeholders involved in
fiscal decentralisation, in resource management as well as in economic and social development at district
level. Issues examined were:
»  Auvailability of financial resources and financial needs at district level,
»  Access to and utilisation of basic services by the poor, particularly health, education, water and
sanitation, and
»  Existing capacities or potentials in decentralisation that specifically promote poverty reduction,
within local government structures and other relevant institutions.

3.1.2 Secondary Data Requirements
In order to cast the net very wide for secondary information gathering as well as data collection an

exhaustive list was prepared under the respective PSIA study requirements, which we summarise in Table
3.1.1.

Table 3.1.1: Broad list of Secondary Data Gathering

. General and Legal Documents for District Assembly iii. Juaboso Bia of Western Region (Forest)
Business iv. Bongo of Upper East (Savanna)
. Scenario Analysis and General Stakeholder 7. Basic Policy Documents/Frameworks and Research
Information Reports
1. Capacity Building i.  Core Welfare Indicator Questionnaire (CWIQ)
2. Resource mobilisation, allocation and management Report
3. DAs Establishment ii. The 4th Ghana Living Standards Survey (GLSS 4)
. Stakeholder (and Beneficiary) Analysis iii. Poverty Map of Ghana (PMG) of GSS
. Analysis of Key Transmission Mechanisms and Impact iv. Ghana Poverty Reduction Strategy (GPRS)
Assessment v. National Decentralisation Action Plan (NDAP)
. Risk Analysis and Recommendations for Policy vi. Multi-Donor Budget Support (MDBS)
Reform Programme and Policy Matrix
. Data on GPRS Pilot study districts vii. Poverty Reduction Support Credit (PRSC)
1. Chorkor of Accra (Coastal, metropolitan) viii. Poverty Reduction Grant and Facility (PRGF)
ii. Dodowa of Dangbe West (Coastal) ix. 2000 Population and Housing Census
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3.1.3 Secondary Data: Trend and Quantitative Analysis

The secondary data threw up a lot of information, but for purposes of focus we analysed the following
critical issues. (i) What is the effect of increase in resource allocation on poverty reduction? (ii) Which of
the channels of transmission (employment, prices, access to basic services, assets, and transfers) have the
greatest impact on poverty reduction? (iii) What is the financial implication of election of all
officers/DCEs to the DAs?

We used an Econometric, Social Accounting Matrix, Computable General Equilibrium, and/or
Spreadsheet Models of Ghana to quantitatively provide the link between policy “reform measures” and
the transmission channels with emphasis on employment, access to basic services and transfers. We will
begin with updating of an existing model. After careful identification of the reform measures, we will
input each of the exogenous variables as they affect the welfare of the poor. The proxy for welfare
improvement is the reduction in poverty indicated by poverty line. We will then simulate the model to
track the transmission channels. We will quantify the impact and rank them as to whether employment
creates faster reduction in poverty than transfers, etc.

3.2 Method of Data Collection: Sample and Questionnaire Design
3.2.1 Sample Design of Districts in Ghana

With regard to the primary data collection, an extensive fieldwork in the districts was undertaken to
obtain data through Personal Interviews, Focus Group Discussions and Personal Observation. We
analysed the sample design of districts in Ghana and prepared Written Questionnaires used for primary
information gathering and data collection.

Given the time constraint for the study we developed a stratified sample of districts to capture the main
characteristics using a small size sample size. We used “2000 Population and Housing Census” of the
Ghana Statistical Service (2002, March) to establish the sizes of all the districts in Ghana using
population as the criterion for categorisation into various groups taking into consideration: (i) locality of
rural, (ii) locality of urban, and (iii) district share of total population, and (iv) sex ratios. Additional
document of interest was the most recent Core Welfare Indicator Questionnaire (CWIQ) Report and the
4th Ghana Living Standards Survey (GLSS 4), as well as the preliminary Poverty Map of Ghana under
construction at GSS.

We adopted a fair mix of the districts classified as follows: (1) very rural, (2) rural, (3) urban and (4) very
urban taking into consideration the main ecological zones. We limited to ten the number of districts in
Ghana of the various categories in the administration of the survey questionnaire, and for detailed
secondary data gathering in addition to those already available at NDPC, MLGRD, and the various
MDAs. An additional requirement is to ensure that we meet the political sensitivity dimension by
including a DA from each of the geo-political/administrative region of Ghana."*

Specifically, many factors determined the sample. Basically it adopted a stratified approach with focus on
the diagrammed structure of decentralisation in Ghana, with a major purpose of covering metro-
municipal-district mix. The main factors used in the determination of the sample in order to capture the
various features include:

1. Metropolitan-Municipal-District characterisation;
2. Town/Urban/Area Councils and unit committees— active and inactive
3. District with a best-case poverty alleviation initiative (not necessarily governmental)
4, GPRS Pilot study districts, as they have numerous data available, namely:
a.  Chorkor of Accra (coastal, metropolitan),

b.  Dodowa of Dangbe West (coastal),

"4 Initially the sample size was 33 DAs but GTZ and KfW felt the sample should not exceed 10 DAs.
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c.  Juaboso Bia of Western Region (forest), and
d.  Bongo of Upper East (savanna);
Geo-political administrative regions (at least one district of each region);
Rural-urban dichotomy;
Poor-rich dichotomy;
Ecological regions

% N oo

Tables 3.2.1 (a) and (b) shows the criteria used for the selection of sample Districts. For completeness of
the sample method adopted we report the results of the sampled Districts in Table 3.2.1 (b). These are:
Komenda Ebirem/Aguafo (Central), Birim North (Eastern), Ketu (Volta), Wa (Upper West), Tamale
(Northern Region), AMA (Greater Accra), Nzima East (Western), Adansi West (Ashanti), Techiman
(Brong Ahafo), and Bongo (Upper East).

Table 3.2.1 (a): Criteria For Selection of Districts

Districts Poor | Rich | District with active U/T/A and active District with best case poverty alleviation
Unit Committees initiatives (GO, NGO, DP)

Coastal 1

Forest 1

At least 1 At least 1

Semi-deciduous

[Sy U U

Savanna

Municipality 1

Metropolitan 1

Notes: U=Urban Council, T=Town Council and A=Area Council; GO=Governmental organisation; NGO=Non-Governmental
organisation, DP=Development partners.

Table 3.2.1 (b): The Selected Districts for Study

Districts Poor Rich District with active U/T/A | District with best case poverty
& active Ucs alleviation initiatives (GO/NGO/DP)
Coastal Komenda Nzima East
Ebirem/Aguafo (Western)
(Central)
Forest Birim North Adansi West
(Eastern) (Ashanti) .
Semi-deciduous Ketu (Volta) Techiman (Brong Ahafo) Bongo (Upper East)
Savanna Wa (Upper West)
Municipality Tamale (Northern Region)
Metropolitan AMA (Greater Accra)

3.2.2 Questionnaire Design

To obtain primary data, structured questionnaire(s) had been designed to encompass all the information
required in the conceptual framework in order to achieve the objectives in the TOR. The questionnaire(s),
prior to being administered, could not be pre-tested owing principally to time constraints. But they were
re-grouped, re-edited, re-coded and re-verified for consistency after receiving comments from
stakeholders.

The questionnaires were broken into various/appropriate groups determined by the various sources of
information and the key layers of relevant stakeholders. Given the importance of traditional authorities in
local governance and the pro-poor nature of decentralisation, sub-sets of the questionnaires included
traditional rulers and households (focusing on the poor population groups).

The key cohorts for primary data collection and for the sub-questionnaires focused on the institutions
and/or individuals in Table 3.2.2.

The administration of the questionnaires was accompanied by interviews and focus group discussions

guided by the structured (coded and open-ended) as well as unstructured questionnaires. Five consultants
and ten research assistants administered the questionnaires and carried out the interviews.
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Table 3.2.2: Cohorts for Primary Data Collection

National Development Planning Commission (NDPC);

Ministry of Local Government and Rural Development (MLGRD);

Ministry of Finance and Economic Planning (MOFEP);

Other Ministries, Departments, Agencies (MDAs),

Regional Coordinating Councils;

District, Metropolitan and Municipal Assemblies (Management and Non-Management):

. District Chief Executives (DCEs),

ii.  Presiding Members (PMs),

iii.  District Coordinating Directors,

iv.  Other members of DAs, and

v.  Leaders of Workers in DAs:

7. Development Partners (Canada, Denmark, EU, Germany, Netherlands, Switzerland, UK, AfDB, World Bank);
8. Non-Governmental Organisations (NGOs), etc.;

9. Urban/Town/Area/Zonal Councils;

10. Unit Committees;

11. Community Based Organisations (CBOs);

12. Civil Society Organisations (CSOs) (Religious Groups, Women Groups, Youth Organisations, Media);

13. Traditional leaders and other representatives of communities; and Households (Poor population individuals and
groups)

N

3.3 Method of Data Analysis and Summary Statistics

For the appreciation of the empirical results we present the summary statistics here. Primary data
collected was analysed from the responses of the administered questionnaires, as well as personal
interviews and the focus group discussions using frequency tabulation among others.

3.3.1 Overview of Field/Survey Results

The Consultants used the following format and criteria in order to select the sample of Districts to be
studied in Survey 2004. This added up to ten districts: One from each region of Ghana. The resultant
sample indicates region, district and capital and the number of Questionnaires administered during the
field survey. Refer to Tables 3.3.1 (a) and (b) for the summary statistics.

Table 3.3.1 (a): The Resultant Sample on Questionnaire Administered

Region District Capital Questionnaire Administered
Volta Ketu North Denu 23
Greater Accra AMA Accra 18
Eastern Birim North New Abirem 22
Ashanti Adansi West Obuasi 32
Brong Ahafo Techiman Techiman 34
Northern Tamale Municipality Tamale 21
Upper West Wa Wa 26
Upper East Bongo Bongo 25
Central Komenda, Ebirem, Edina Aguafo Elimina 24
Western Nzima East Axim 25
Total 250

Source: Field Research Returns 2004

Table 3.3.1 (b) depicts the ten (10) districts surveyed and the breakdown of stakeholders interviewed with
totals for each district and for each group of cohorts (stakeholders): A, B. C, D, E and K.
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Table 3.3.1 (b): Questionnaire Statistics — Districts and Cohort Responses

District A B C D E K Total
Ketu North 6 3 2 6 4 2 23
Accra Metro Authority (GAR) 4 3 3 3 3 2 18
Birim North (ER) 5 1 1 6 4 5 22
Adansi West (AR) 5 6 6 7 5 3 32
Techiman (BAR) 5 6 5 9 5 4 34
Tamale Municipality (NR) 4 4 4 4 3 2 21
Wa (UWR) 4 5 6 4 4 3 26
Bong (UER) 4 5 6 4 4 2 25
KEEA (CR) 4 3 2 7 3 5 24
Nzima East (WR) 4 2 2 8 4 5 25
Total 45 39 37 58 39 32 250

Key to Cohorts:
District/Metropolitan and Municipal Assemblies (Both management and other staff)

Development Partners and NGOs

Urban/Town/Zonal Councils in the District

Unit Committees, Communities, Community Based Organisations and Traditional Authorities
Civil Society Organizations (CSOs) (Religious Groups, Women Groups & Youth, the Media)
Households (the very poor groups).

Central Policy Officials

Stakeholder Workshop Participants (excluding those in A to K and P)

PIATO QW

The first group of stakeholders, the central level policy actors participated in conversation and response to
open-ended unstructured questionnaires, and submission of data on pro-poor decentralization. The level
of participation of the stakeholders is presented in Table 3.3.2, which must be read jointly with Tables
3.3.1. Tables 3.3.1 (a) and (b), depict the 10 districts surveyed and the breakdown of stakeholders
interviewed with totals for each district and for each group of stakeholders: A, B. C, D, E and K.

From Table 3.3.2 it is to be noted that each of the cohorts have a common set of questions on the first
page followed by questions that are relevant to the questionnaires completed by respondents who are
potential direct beneficiaries of pro-poor programmes (represent 250 individuals’ intervention focus
groups). Apart from these 250 beneficiaries, 33 Central Policy Officials have been interviewed and/or
data obtained from them, e.g. MOFEP, Electoral Commission, NDPC, BOG, DACF Administrator,
MLGRD, Social Investment. This brings the total number to 315 people have been contacted.

Table 3.3.2: Participation in Field Survey 2004 and Secondary Data Gathering Responses

Stakeholders No. of Respondents % of Total
Development Partners and NGOs B 38 15.3%
Implementing Agency Staff (DAs/Unit A+C 82 32.9%
Direct Beneficiaries D+K A+C D+K 90 36.1%
Others (CBOs, Religious bodies, etc.) E 39 15.7%
Total 250 100.0%
Central Policy Officials P 33

Workshop Participants (excluding those in A to K and P) S 32

Grand Total 315

Source: Table 3.3.1 above and the Classification of Stakeholders
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4. DECENTRALISATION AND POVERTY: SITUATIONAL ANALYSIS
4.1 Decentralisation in Ghana

The Concept of Decentralisation: Decentralisation has been the focus of at least two major policy thrusts
in Ghana spread over two periods, namely, the pre-GPRS and the post-2003 period of pro-poor
decentralisation advanced by the GPRS. Decentralisation as a pre-GPRS concept envisioned the transfer
of functions, powers, means and competencies to the DAs from the central government ministries and
departments. This concept perceived decentralisation as means and channel for transferring powers and
functions to manage development at the local level. The GPRS concept of pro-poor decentralisation, on
the other hand, is perceived as a more effective instrument for eradicating poverty at the point of
incidence by specifically focusing development projects and resources and actively involving the poor at
that level. Thus the new concept can be seen as an expanded mandate embracing the paradigm shift as
well as pro-poor targeting. The administrative layers as at April 2004 are in [llustration 4.1.1.

Ilustration 4.1.1: Administrative layers (2004)

In this context, decentralisation means to relate the

different layers of the administrative structure WiFh ADMINISTRATIVE LAYERS IN GHANA 2004
each other in a way that a bottom up approach in g
decision-making reflects the aspirations and the
will of the people. In order to put the study in the Central
right perspective, the summary of the history of Government
decentralisation is presented. |

REGIONS (10}
4.1.1 History of Decentralization |
The earliest attempts at local administration during DISTRICTS (13¢8)
the colonial era were with the native authorities, |
which centred on a chief or some unit of local SUB-DISTRICT STRUCTURES (860)
royalty, which was not very defined. The native I
authorities were not democratic but were mere UNITS (16.000)

representatives (as they were hand-picked). Their |
main interests were to help the British colonial
government, with limited involvement in local
administration to administer law and order.

Population 18,912,079 (2000}

The Municipal Ordinance of 1859 established municipalities in the coastal towns of the Gold Coast. In
1943, a new Ordinance set up elected town councils for Accra, Kumasi, Sekondi-Takoradi and Cape
Coast. In 1953, the Municipal Councils Ordinance was passed. The Local Government Act, 1961, Act 54,
followed this, after independence. In all of these pieces of legislation, the distinction between central and
local government institutions was maintained. In terms of this distinction, there have always been two
different machineries for the administration of Ghana: one based in the capital with branches at the local
(district) level and the other separate and distinct based in well-defined localities and referred to as Local
Government.

The central government bodies at the local level dealt with national matters. They also attracted to
themselves the better-qualified personnel in terms of management skills and professional expertise. These
central government agencies had less clearly defined powers in terms of local responsibilities, but had a
much better presence by reason of their de facto position as bodies of central Government. Decision-
making took an unduly long time because these bodies had to refer decisions on most matters of any
meaningful significance to a Ministry in Accra, which, bogged down with matters of national
significance, was unable to react quickly enough to problems referred from the local level, thus causing
the tempo of activity to be slow.
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The local government bodies had been set up and vested with authority specifically for local matters, and
grown up side by side with central government agencies that operated at the local level. They were
required to provide municipal services and amenities in their localities without regard to whether or not
they had the resources to deliver. These bodies lacked personnel with the requisite skills and professional
expertise. Unable to raise funds to meet their obligations and attract able and competent officers, the local
government bodies only succeeded in creating for themselves an unpleasant image, in most cases, of
ineptitude and incompetence.

Since the 1992 Constitution mandated the allocation of 5% of the total tax revenues of Ghana to the
district assemblies for development activities, the desired impact of those allocations has not materialised.
The review was to assess the effectiveness of the utilization of Local Government resources and to make
recommendations for improving development and governance objectives'”.

The mandate of the MLGRD is to promote the establishment and development of a vibrant and well
resourced decentralised system of local government for the people of Ghana to ensure good governance
and balanced development. To enable it to accomplish this mission the Ministry is structured into six
directorates, six administrative units, the Projects Implementation Unit and three departments.

The MLGRD has supervisory responsibility over Metropolitan, Municipal and District Assemblies
(MMDA’s). The MMDAs have legislative, deliberative and executive functions which are performed
through the Executive Committee and five statutory Sub-Committees, namely, Development Planning,
Social Services, Works Finance and Administration Justice and Security. The core functions of the
Assemblies are:
» Implementation of policies and decisions of Central Government
» Formulation and execution of plans, programmes and strategies for the overall development of
the district.
» Promotion and support of productive activity and social development in the district and the
removal of any obstacles to initiative and development
» Responsibility for the development, improvement and management of human settlements and
the environment in the district, and
» Initiation, execution, monitoring and evaluation of development projects and programmes.

4.1.2 Renewed Decentralization Process

The post-GPRS period witnessed intensified efforts at pro-poor decentralisation. In terms of political
decentralization Ghana has established 138 District Assemblies'® (DAs) and 10 Regional Coordinating
Councils. These institutions are however weak by the failure to devolve fiscal and administrative
authority to these bodies. Fiscal authority continues to be centralized. Resources transferred through the
“District Assembly Common Fund” (DACF), are often earmarked for specific uses, and are not fully at
the disposal of the elected bodies. Administrative authority in the sectors such as health, education and
agriculture is deconcentrated. The key ministries have operational units at the local level that are not
accountable to the District Assemblies. Decentralization is also weakened by the fact that local
governments lack the capacity to plan, budget, finance (i.e. raise revenue), implement and monitor
programmes in a participatory manner. In spite of all these deficiencies, decentralization is the basis of
Ghana’s poverty reduction strategy and, as such, is fully supported by Ghana’s development donor
partners and HIPC creditors.

!> Republic of Ghana / Ministry of Finance: Public Expenditure Review 2000 — Managing Local Government
Resources to Facilitate Poverty Reduction and Good Governance, Accra, Nov. 2001.

' Prior to 2004, there were 110 districts. Some of the newly 28 established districts are not yet operational.
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4.1.3 Structure of Decentralization
The Local Government Act (1993) prescribed a three-tiered system for Ghana, namely, regional, district
and unit layer. The metropolitan areas have a fourth layer: i.e., the sub-metropolitan district council. The

graphical illustration 4.2.1 is based on the respective legal texts and government publications.'’

Hlustration 4.2.1 Local Government and Central Institutions

At the regional level the Regional

Coordinating Council is composed of ( Local Govemment and the Central Institutions )
(a) all the presiding members of the

district assemblies (elected), (b) all
District Chief Executives (appointed
and approved by 2/3 majority of [

DAs), (c) all heads of regional MDAs DE.‘?E“EE&
(appointed), and (d) two members of . .

the Regional House of Chiefs Ministry of Mational Development h‘:'l:“:mr'lsﬁ
(elected by the House of Chiefs). Economics Planning Commission MLGRD

The Unit Council and the District

Assembly are the most democratic REGIONAL COORDINATING COUNCILS

institutions in the system of local o

government in Ghana. The other

bodies are constituted by indirect |

suffrage that is composed of

membgers who are not elecrzed by the e M ‘g?%i?g"
population directly but are elected by [

other bodies on different levels or are SUEHETROPGLTAN

appointed by the DCE. -

It should, however, be noted that the : - -
appointed members include tradi- T A T maﬁgfﬁigma
tional authorities and economic

interest groups. Concerning the chief- \/
doms it can be said that they are the

oldest type of local government in UNIT COMMITTEES

Ghana — and they are stable. Some
observations reveal that extreme
poverty in chiefdoms is much less to be found than in other areas of Ghana. Demanding “full democratic
elections” for all decentralized institutions is not necessarily at the same time a pro-poor orientation.
Introducing participatory practices in structures of traditional authorities (focusing on democratic and
transparent procedures, and on gender equity) is often more effective.

During the fight for independence and in the early years of the Nkrumah period Town / Village
Development Committee (T/VDC) have been formed which were more or less extensions of the
Convention People’s Party (CPP). At the end of 1960 there were 3,960 committees in the whole
country'®. The functions of these committees were to identify local voluntary leaders and to promote self-

'7 Republic of Ghana / Ministry of Local Government and Rural Development: Local Government (Urban, Zonal
and Town Councils and Unit Committees) (Establishment) Instrument, 1994. L.1. 1589, Accra, 18.01.1994; Republic
of Ghana / Ministry of Local Government and Rural Development: GHANA — The New Local Government System,
Accra, November 1996 (2nd edition); Republic of Ghana: Local Government Act, 1993. Act 462, Accra,
24.12.21993

'8 Ayee, Joseph R.A.: Sub-District Structures and Popular Participation: A Preliminary Assessment, in: Thomi,
Walter / Yankson, P.W. K. / Zanu, S. Y. (ed.): A Decade of Decentralization and Local Government Reform in
Ghana: Retrospect and Prospects published jointly by EPAD Research Project and Ministry of Local Government
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help programme. Conflicts between these committees on the one side and state structures overlooking the
activities or organizing overlapping activities on the other side arose. During the years 1967-1969
proposals of a four-tiered structure and a three-tiered structure of local government were discussed. In
1988 the Provisional National Defence Council (PNDC) Law introduced a four-tiered structure. Finally
the Local Government Instrument 1589 fixed the present day structures below district level. The fact that
at district level and below, partisan politics are prohibited is due to these historical circumstances.

The performance of sub-district

structures encounters a number of
difficulties: The staff is voluntary and -
is not paid neither sitting nor transport The New F:Eﬂ; g System I
allowances. In a number of cases
disputes have arisen between chiefs and
local leaders on these levels.
PRESIDENT
4.1.4 New Planning System 1993 |
. . . [
The new planning system introduced in i
1993 describes a situation where the '
initiatives from below are consolidated D TIONAL Ministries
on each level of administration: On the FLAMNING ]
district level by the District Planning il
anq Coordination Unit (DPCU), on the e
regional level by the RPCU and CRDINATHG R
nationally by the NDPC. T Cﬂ?ﬂlﬂl:ﬁl
DRPCU L T adeng
lHlustration 4.2.3: The New T
Planning System
DISTRIGT
ASSEMBLY
The new planning process has the I Eli'hhl;-'rl:irrli_lrﬁl"'
following as the essential features'”: Coren oa o ey
(a) Planning at the District level bemmmas - e,
starts with the communities'
problems, goals and objectives
from Unit Committee level ( Local Communities )
through the Town/Area/Urban/
Zonal Councils to the District

Assemblies;

(b) The sub-committees of the
Executive Committee of the District Assembly considers the problems and opportunities, define
and prioritise and submit these to the executive committee;

(c) The departments of the District/Municipal/Metropolitan Assembly, sectoral specialists, non-govern-
mental organizations and other functional agencies confer and collaborate with one another to
hammer out the ingredients of the district plans; and

(d) The District Planning Co-ordination Unit integrates and co-ordinates the district sectoral plans into
long term, medium term and short-term plans and annual plans/budget for consideration of the
executive committee and debate by the District Assembly. The approved plan is then sent to the
Regional Co-ordinating Council for co-ordination and harmonization with the plans of the other
District Assemblies in the region.

and Rural Development, July 2000, p. 135

' Republic of Ghana / Ministry of Local Government and Rural Development: GHANA — The New Local
Government System, Accra, November 1996 (2nd edition)
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In the new planning process the DPCU are the nerve centres of planning. However, they are understaffed
and ill equipped.”’” They also do not get the necessary cooperation from the departments under the
authority of the line ministries.

4.2 Poverty Reduction In Ghana
4.2.1 Poverty Incidence and Regional Profile

Definition and Dimensions of Poverty: “Poverty” defined as a state of deprivation that presents itself in
various forms with regard to its extent, nature and persistence, is multi-dimensional in nature and caused
by varied factors. In the context of Ghana, the specific causes of poverty identified include: (i) a low
income base; (ii) low productivity; (iii) poor health; (iv) personal in-capabilities; (v) negative cultural
practices; (vi) social attitudes; (vii) low level/lack of education; (viii) behaviour/attitudes; (ix)
dependency culture; (x) inadequate infrastructure, etc. Apart from these general causes of poverty,
different communities may have specific causes of poverty in those communities. Additionally, lack of
good governance as well as general public policy failures also perpetuates poverty in Ghana. The primary
rationale behind the GPRS is the reduction of poverty because of the devastating effects of poverty on the
poor and the nation at large. If not addressed, the poverty cycle becomes self-perpetuating, and unless the
Government employs sustained policies, poverty may be difficult to reduce, let alone eradicate. The major
consequences include: (i) hunger, (ii) drudgery, (iii) low esteem, (iv) a feeling of insecurity/ vulnerability,
(v) powerlessness, (vi) isolation, (vii) sense of helplessness, (viii) inability to honour social obligations,
(ix) weak capacity to educate children, (x) under-utilization of potentials, (xi) environmental degradation,
and (xii) spread of HIV/AIDS.

Table 4.2.2: Poverty Trends in Ghana by Location
1991/1992 and 1998/1999 (%) [Source: GSS]

Poverty line = ¢900,000[Poverty line = ¢700,000] General/National Trends in Poverty: The
Poverty | Contribu- | Poverty [ Contribu-| Ghana Living Standards Surveys (GLSS) 1, 2

Incidence | tion to fIncidence | tionto | & 3 jndicate a general improvement in the
Sources (Rate) Poverty (Rate) Poverty . .
GLSS 3 19911992 welfare of all Ghanaians. The surveys were in
Accra 231 37 113 >o| 1987/88, 1988/89 and 1991/92. The incidence
Urban Coastal 28.3 4.7 14.2 34] of poverty fell from 36.9% in 1988 to 31.5%
Urban Forest 258 55 12.9 39| in 1992, Poverty was concentrated among
Urban Savanna 37.8 3.9 27 39| food crop farmers and self-employed
Rural Coastal 525 14.4 32.8 12.7] workers. Together they accounted for 77% of
Rural Forest 61.6 35.3 45.9 37.3] the total population of the poor in 1992. The
Rural Savanna 73 326 57.5 363 overall trend in poverty during the 1990s has
Urban 277 1738 151 1371 been favorable in Ghana. With an upper
Rural 63.6 82.2 4r.2 8631 poverty line of ¢900,000, the percentage of
232’5 159871999 L7 100 365 199 the Ghanaian population defined as poor fell
~oorm 15 s % e from 52% in 1991/92 to about 40 percent in
Urban Coastal 242 78 143 22l 1998/99 (GLSS 4). Using the lower poverty
Urban Forest 18.2 54 10.9 28] line of ¢700,000 poverty fell from 37% to
Urban Savanna 43 5.2 27.1 29| 27% during the same period. This decline
Rural Coastal 45.2 16.7 28.2 15.3| was, however, not evenly distributed
Rural Forest 38 30.4 21.1 24.8 geographically,
Rural Savanna 70 36.6 59.3 45.5
Urban 19.4 16.3 116 1441 Regional Disparities and Trends: Poverty
Rural 49.5 837 344 856 reduction was concentrated in Accra and in
Ghana 395 100 208 299 rural forest localities. In the urban savannah,

2% Yankson, Paul W.K.: The Problem of Building up Capacity for Decentralized Planning at the District Assemblies

in_Ghana, in: Thomi, Walter / Yankson, P.W.K. / Zanu, S.Y. (ed.): A Decade of Decentralization and Local
Government Reform in Ghana: Retrospect and Prospects published jointly by EPAD Research Project and Ministry
of Local Government and Rural Development, July 2000, p. 221
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however, the proportion of the poor increased during the period. Poverty has remained substantially
higher in rural areas than in urban communities over the 1991/92 — 1998/99 period. The savannah region
has benefited very little from the overall poverty reduction that has occurred in the country. The regional
variation is more evident when one considers extreme poverty of ¢700,000; more than half of the
population in the rural savannah was classified as extremely poor in both 1991/92 and 1998/99.

Poverty is lowest in the Greater Accra region and highest in the north of the country i.e., (Northern, Upper
West and Upper East regions). The remaining regions lie between these extremes. (Refer to Illustration
4.2.1) In 1998/99, however, the Central and Eastern regions in the south of the country registered a high
incidence of poverty. Current estimates from the GLSS using the upper poverty line indicate that between
1992 and 1999, overall poverty in Ghana declined from 52% to 40%, while extreme poverty declined
from 36.5% to 26.8% over the same period. The decline was largely due to relatively high rates of
economic growth, which averaged about 5% per annum in the 1990s, and success of some of the reform
programs. However, the reduction was uneven, and was mainly in the urban and forest areas in the South,
while in the northern (Savanna) and central regions poverty actually increased. In the Northern region
70% of the population are poor and in the Upper West and Upper East regions, this figure rises to 90
percent, while in the Accra region this figure falls to 10%.

lllustration 4.2.1 (a) and (b): Poverty incidence and Regional poverty profile in Ghana

Poverty Incidencein GHANA Regional Poverty Profile GHANA (in %)
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(Source: GPRS15)

(Source: GRSP; 14)

Table 4.2.3: Decomposition of Change in Poverty, 1991/92 and 1998/99

Share of Percentage Change Due to:] HIV/AIDS/Gender and Poverty: Ghana has a
Total Growth  |Redistribution|Residual | low HIV/AIDS adult infection rate (3-4%),
Area Change |Effect Effect though it is estimated that about 200 people
Accra -19.6 -12.6 -10.3 33 | are infected daily, and women constitute 63%
Urban Coast -3.0 -11.8 8.0 0.8 | of the cases reported. However, the high
Urban Forest -8.7 -11.2 0.0 2.5 | migrant population and resistance to
Urban Savannah 55 6.5 1.7 0.7 | attitudinal change point to an increasing
Rural Coastal 7.0 98 18 10 | prevalence rate over time. Also, the incidence
Rural Forest 250 233 1.6 35 | of malaria remains the highest single source
Rural Savannah 20 50 16 14 | of morbidity and mortality in Ghana, with
ALl Ghana 121 138 01 L6 1mproyed case management receiving priority
Source: Ghana Statistical Service. Calculations were done by but little attention is given to prevention
ClayDord Consult measures such as the use of bed-nets.
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Social Dimensions of Poverty: The improved economic growth recorded since the mid-1980s brought
about some improvement in a number of social indicators, such as health and education, leading to a
moderate improvement of the country’s HDI ranking from 132 in 1992 to 129 in 2000. In education, net
primary school enrolment increased from 75% to 79% between 1992 and 2000 while secondary school
enrolment increased from 30% to 36% over the same period. At the primary level, the gender gap is
narrowing, but remains large at the secondary level, and the rural-urban enrolment divide is large. Adult
literacy increased from 66% to 71.5%, although the gap between the male and female rates remained
fairly high (males - 8.3%, and females — 62.9%). One of the main constraints emerging in education is
related to the bottlenecks created by the tremendous increase of graduates from junior secondary school
seeking admission into senior secondary schools in rural and small urban centres.

In health, life expectancy is quite low at 57 years, with female life expectancy at 58.3 years in 2001 and
that of males at 57.5 years. Although the infant mortality rate fell from 85 to 63.4 per 1,000 live births
over the period 1992-2001, progress has been slow with respect to access to resources and services. It is
estimated that Ghana has respectively 6 and 72 physicians and nurses per 100,000 people while trained
health personnel attend to only 44 percent of the births. Only 63% of the population has access to
sanitation and, though good progress has been made in increasing the provision of potable water, about 1
out of 3 persons do not have access to safe water. The nutritional status in the country also requires
improvement, especially for young children, pregnant women and lactating mothers.

4.2.2 Axes of the Poverty Reduction Strategy

The UNDP-Report®' makes the point that more than three-quarters of countries have poverty estimates,
and more than two-thirds have plans for reducing poverty, but fewer than a third have set targets for
eradicating extreme poverty. Moreover, where poverty targets are set they tend to be based on monetary
measures, whereas most development practitioners are now agreed that poverty is not about income alone,
but is multidimensional such as reducing malnutrition, expanding literacy and increasing life expectancy.
What is missing in most countries are genuine action plans — with explicit targets, adequate budgets and
effective organisations (p. 8).

Campaigns against poverty have often by passed and ignored local government. Thus the effectiveness of
poverty programmes in reaching the poor continues to be hampered. In the long run building stronger and
more accountable local government is the only way to make decentralization pro-poor. But pro-poor
decentralization requires time, resources and capacity building (p.12).

The foundation for poverty reduction is self-organization of the poor at the community level. Such self-
organization is the best antidote to powerlessness, a central source of poverty. What the poor most need,
therefore, is not resources for safety nets but resources to build their own organizational capacity.

The focus of the GPRS is wealth creation by transforming the economy to achieve growth, accelerated
poverty reduction and the protection of the vulnerable and excluded within a decentralized, democratic
environment®”. This goal is achieved by among other means:

»  Direct support for human development and the provision of basic services.

»  Providing special programmes in support of the vulnerable and excluded.

»  Ensuring good governance and increased capacity in the public sector.

In the context of governance in the GPRS, decentralisation is presented as one of the four key issues and
policy areas. The GPRS agenda for growth and prosperity focuses on decentralisation as the main channel
for poverty reduction. In order to propel the attainment of the GPRS objectives, Government declared its
medium term priorities for 2003 — 2005 to be the following five thematic areas:

21 UNDP: Overcoming Human Poverty —Poverty Report, New York, 2000.

22 Government of Ghana: Ghana Poverty Reduction Strategy 2003-2005. An Agenda for Growth and Prosperity.
Volume I: Analysis And Policy Statement, Accra February 19, 2003
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» Infrastructural development to open up the country, introduce competition and create an
enabling environment for private sector growth.

» Modernized agriculture based on rural development to develop the country into an agro-
industrial economy by 2010.

»  Provision of enhanced social services to ensure locational equity and quality, particularly with
regard to education and health services.

» Good governance to ensure the rule of law, respect for human rights and the attainment of
social justice and equity.

»  Private sector development to strengthen the private sector in an active way to ensure that it is
capable of acting effectively as the engine of growth and poverty reduction.

The foregoing priorities are expected to enable the country to grow by more than 7% annually with a
long-term strategy for the growth to reach an average of 8% by 2010 to achieve a real poverty reduction
states. In the short-term poverty incidence is expected to reduce from 39% in 2000 to 32% in 2005. The
GDP growth rate needed to achieve that target is 5.0% and per capita growth from 1.4% in 2001 to 2.4%
in 2005. Similarly the incidence of poverty among food crop farmers is expected to decrease by 13% the
mortality rate for under five to drop by 15/1000, growth JSS enrolment of 4% and primary school
enrolment to increase by 4%. A GPRS monitoring and evaluation system has been instituted to achieve
the desired objectives.

4.3 Decentralisation and Poverty Reduction

On theoretical front the linkage between decentralisation and poverty reduction is the issue of effective
resource flow and its use in sectors in which the transmission will generate GDP growth, especially in the
agricultural sector. The process and mechanisms for decentralization implementations is to reduce
poverty to 32% in 2005. What does this take? The study will present an in-depth understanding of the
transmission mechanisms that link the “reform measures” under consideration to the welfare of the poor
district population and respective stakeholders. The analyses of empirical results are in Chapter 5.
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5. RESULTS OF PSIA AND FOCUS AREAS ANALYSIS

This chapter summarises the results of the following: (i) the quantitative model analyses of the impact
of the transmission channels on poverty reduction, and (ii) the field survey of the PSIA and focus areas.
The full quantitative model analyses are in Appendix 1 while the full empirical analysis of the survey
results are in Appendix 2.

5.1 Analysis of the Impact of Transmission Channels on Poverty Reduction

Available data from the Ghana Living Standards Surveys (1999) proved to be the main data source for
capturing the channels of transmission (employment, prices, access to basic services, assets and transfers
etc.) and their impact on poverty variables. Since no GLSS has been conducted after GLSS4 in 1999, the
impact analysis was however supplemented with data from other sources including the DACF, HIPC
benefits and Budgets of the sampled districts.

Arguably, the degree of poverty in Ghana depends on the incidence, intensity and severity of poverty.
Data available from GLSS4 reveal that the incidence of poverty declined by 23.08% from 51.7% in 1992
to 39.5% in 1999. At the regional level data available indicate that poverty declined in seven out of the
ten regions in Ghana over the period 1992 to 1999 with the Greater Accra region recording the highest
rates of decline by 80.77%.

Guided by such a historical evidence of a decline in the incidence of poverty, and with the help of a
Poverty Model and a ClayDord Macroeconomic Model of Ghana, ex ante forecasting of poverty
incidence for 2005-2025 was conducted for two scenarios: (1) a fairly realistic scenario and (2) a more
optimistic scenario. Available evidence from the two scenarios reveals that the probability of reducing
poverty incidence in Ghana is high.

Given that in the first scenario job opportunities increase at the rate of 7.4% per annum, real DACF
increases by 7.72% p.a. while real DA budget increases by 6.25% and HIPC benefits rise by about 7.6%
p.a. over the period 2015-2025, it is possible for the Government to half the poverty incidence from 40%
in 1999 to 21% by 2015. These are in line with the GPRS and the Millennium Goals for Ghana and the
NEPAD goals for African countries.

The second scenario indicates a poverty reduction of 18.7% by 2015. It should be possible to reduce
poverty at a faster rate than in the first scenario provided policies that are adopted will enhance the
poverty reducing factors and attenuate the poverty inducing factors. Among the key policies are matching
wage with productivity, regular maintenance of capital, increase in job opportunities, removing all
bottlenecks that will induce an increase in both government and private capital, payment of more realistic
prices for agricultural products, increase in agricultural products, increase value addition to primary
products, and engender competition among the banks that will induce narrowing of the spread between
the lending rates and deposit rates. Besides, available evidence further reveals that there are other hidden
variables including population growth, retrenchment, inflation and terms of trade that have significant
effects on the incidence of poverty apart from the eight related variables in the Poverty Model.

Having established that prospects for poverty reduction in Ghana are high using the two scenarios, the
study further adopted the technique of pooled panel data analysis to demonstrate the linkage between
poverty rates and some key macroeconomic policy variables recognizing the fact that economic policies
pursued do impact on economic growth, employment and the incidence of poverty among others. Indeed,
for many households the behaviour of the labour force and productive employment of the poor provides a
strong linkage to the responsiveness of the poor to general macro-economic policy variables. The net
effects of these policy variables on the incidence of poverty are traced using a Development-Oriented
Macroeconomic Model of Ghana to identify the direction of change of impact on related variables as we
seek to pursue poverty reduction interventions. The variables considered were household size, wage and
agriculture income, transfer income, household income, and employment income.
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Empirical evidence available from simple regression to capture individual effects of the related variables
suggests that a rise in the size of households contributes strongly to an increase in the incidence of
poverty while increase in wage and agriculture income, transfer and household income contribute to
poverty reduction. Increases in the DACF and employment of the poor in productive jobs had the
strongest impact on the reduction in the incidence of poverty in the DAs. This was reinforced by multiple
regressions to emphasize the need to increase household income especially of the rural poor, increase
employment income as well as increase the DACF and HIPC funds for pro-poor projects in locations
where poor households abound.

In terms of regional distribution, multiple regression techniques were used to capture channels that had
the strongest impacts on regional poverty reduction. The implication is that the attack on poverty in the
regions should be sensitive to the transmission channels that register strongest impacts on poverty
reduction. For the nation as a whole household income, employment income and HIPC funds were found
again to reinforce the transmission channels that registered the highest impact favourable for poverty
reduction as was in the case of the simple regression model.

Regions with the highest impact from transmission channels were found to be Northern Region for
household size, Western Region for wage and agriculture income, Ashanti for transfers, Upper East for
household income, employment and DACF, Volta for HIPC benefits and Greater Accra for budget.

Variables that have the highest transmission impacts for the regions were found to be DACF for Western
and Central Regions, household income for Greater Accra and Upper East regions, HIPC benefit for
Volta, Eastern and Ashanti regions and employment income for Brong Ahafo, Northern and Upper West
regions.

Model simulations of alternative scenarios for changes in DACF reveal that 7.5% increase in the DACF
leads to 4.85% reduction in overall incidence of poverty in Ghana while doubling the rate of increase to
15% leads to 5.85% decline in the incidence of poverty. The policy implication is that increases in DACF
or funds in general do not necessarily imply a linear or a proportionate reduction in poverty. An increase
in funds of a District Assembly will elicit one or all of the following: an increase in pro-poor projects and
programme activities, and reduction in the incidence of poverty, assuming that all the increases will be
utilized for the purposes for which they were allocated and that the rate of wastage (for example through
corruption) is very low or if possibly nil, the availability of capacity of citizens to make demands and the
DAs to respond to the requests of the poor population groups etc. Thus, the increases in funds must be
accompanied by fulfilling various assumptions such as availability of capacity to implement pro-poor
projects and programmes, risks are kept to the minimum, and that monitoring and evaluation are effective.
Other assumptions include continuation of market based economic policies, intensification of fight
against crime on all fronts, continued implementation and further decentralization of the GPRS,
exploiting and taking advantage of international initiatives such as AGOA and NEPAD.

5.2 Trend Analysis of Cost of DA and Parliamentary Elections.
For the details of the full Empirical Results refer to Appendix 1 of this Report.

Currently the practice of election of the DCEs is for the President to appoint the DCE to be confirmed by
the Assembly by two-thirds majority (or 50% for a second chance in 10 days time). Within 10 days
another voting is held to be confirmed by two-thirds majority. The opportunity is lost if it is less than that
two-thirds majority. In view of the high cost of time lost it is necessary to undertake election in line with
how the parliamentary elections are done.

The study sought to address the call for the election of the DCEs to be done, as is the case in the
Presidential and Parliamentary elections by considering the financial implications of the Presidential and
Parliamentary Elections in 2004 with projections in 2008. The cost of the District Assemblies in 2002 was
¢47.125 billion, which was 0.51% of National Budget, and 0.10% of GDP. In order to have full election
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additional costs will come only from additional expenses on allowances to personnel, printing of ballot
papers and stationery and recruitment and training. The full cost for local level elections in 2006 is
projected at ¢85.47 billion. This is expected to be about 0.30% of budget and 0.09% of GDP. In view of
the importance attached to the full implementation of decentralisation in the long-term it is recommended
that elections be carried out at the district level if the concern is financial just as in the case of the
Presidential and Parliamentary elections.

5.3 Summary of Macroeconomic Outlook

It is possible to consider pro-poor decentralization under two macro-economic scenarios: a high growth
module of “Accelerated Growth” and a slow growth scenario of “Business as Usual.” Be it as it may the
macroeconomic outlook seemed bright for Ghana with real GDP growth expected to remain at 5.2% in
2004 to reach 6% by 2008 mainly propelled by the services and agricultural sectors.

High Growth Scenario: “Accelerated Growth”: If the growth in real GDP is to reach double digit in five
years what does it mean and take? By implication it means removing constraints in the way of production
and allowing the economy to release all its potentials that will raise the per capita income from $432 to
$609 by end-2006. The investment implications include capital formation rising from the current 23.5%
of GDP to 39% by 2008. The ICOR shows that there must be efficient use of investment resources that
will reduce ICOR from 5.2 to 3.7.

Low Growth Scenario: “Business as Usual”: If the old policy regime persists, growth rates may not
exceed 5.5%, maybe for exceptional outliers due to extra-ordinary performance of the rain-dependent
agricultural sector. The major elements in the old regime are as follows: low level of financial intermediation
resulting from high lending rates and low deposit rates, low domestic savings rates and investment,
inadequate infrastructure, no term savings, high reserve ratio, rates of inflation in double digit, and over-
valuation of the Cedi.

Corresponding to the above low scenario, the overall reduction in poverty may be by about 10-percentage
points for the period 1999-2008. This implies a change in the incidence of poverty by about -1.1% per annum
for the low scenario, while the high scenario can reduce poverty by about 1.9% per annum (i.e. a change of
about -1.9% per annum)

5.4 Field Survey Empirical Analysis: The PSIA Results

Stakeholder analysis was undertaken whereby the study sought to link the roles of the 12 identified
stakeholders to three important areas of the project/programme cycle: (i) policy strategy formulation, (ii)
implementation, and (iii) monitoring and evaluation.

Regarding their characteristics, four parameters come to the fore: (i) policy formulation, (ii) location and
capacity, (iii) interests and commitment to status, and (iv) influence. The analysis focuses on the
relationship between stakeholders’ influence and interest/commitment to decentralisation. By applying the
criteria of (a) level of administration, and (b) government as well as non-government institutions, the
following 6 groups of stakeholders can be identified: (1) Government policy makers at central level, (2)
implementing agencies, (3) private sector and interest groups, (4) CSO and NGOs, (5) beneficiaries and
(6) government development partners.

Data available indicate that different social groups exist in the districts. The dominant groups comprise
subsistent farmers, followed by those recognized as the poor or very poor and religious groups. Women
and children form the next largest groups, followed by micro-enterprise workers and the disabled group.
The rich are seen as the smallest groups at the district level. With the exclusion of the rich (14%) the
districts portray poverty levels consistent with the rural nature of poverty at 85.6% in the country.
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The field results indicate that the districts have the largest stakeholders/beneficiaries of pro-poor
programmes and projects in the country (over 93%). Of particular interest are the vulnerable and the
excluded (7.25%) and women and children (16.13%) of beneficiaries. It is no wonder that the majority of
the respondents, 88% believe that increased resource allocation will benefit the ordinary persons and all
those resident in the DA area rather than some few privileged or middle class. Only about 2% of
respondents believe that increased resource allocation will benefit the rich and privileged. Nobody
thought that only management of the DAs stood to benefit from increased resource allocation to the DAs.

It is therefore the expectations and interests of both DA officials and local rural residents that the
development of the area through the performance of the district assembly would lead to poverty reduction
and increased prosperity of the people.

For Scenario analysis, the issues addressed include election of DCEs and District Assembly Members.
Under the scenario “full implementation of decentralization” were the following essential measures:

1. The election of District Chief Executives (DCEs)

2. The election of all Assembly Members.

The results of survey indicate that the majority of respondents (63%) would like to have the DCE elected.
They are generally of this view for the following reasons:

e The DCEs would be accountable and responsible to the people.

e The people would have the option of choosing the right person.

e It would prevent the DCEs from having double allegiance.

On the impact that the election of the DCEs would have on the District, the respondents generally
indicated the following: The DCEs would enjoy the full co-operation and total allegiance of the people
(unlike the current situation where there is a partisan assembly). The fear of being voted out of office
would make them perform better. A substantial minority (36%) however feared that the work in the DAs
might be overshadowed by partisan or personal politics. Our econometric results have also indicated that
the financial implications of the election of the DCEs are not that serious, hence it is highly feasible.

The issue of the election of all the Assembly Members refers to the one third of DA members appointed:
traditional leaders and economic groups. The majority of the respondents (50%) indicated that they would
not like to have them elected. However, a sizable percentage, (48%) answered in the positive.

The respondents who preferred to retain the present situation did value (a) the professional expertise of
the appointed members, and (b) the representation of traditional leaders and civic groups in the DA. This
result clearly indicates that decentralisation and democratisation in itself is not per se seen as a positive
measure. It has to serve a purpose: The political measures should be in the service of the people. And
another consideration is important: The presence of traditional leaders (who are appointed by the DCE) is
highly valued. However, it must be added that the presence of traditional leaders can be maintained if the
elected Presiding Member (PM) of the District Assembly is given the functions, which are currently
exercised by the DCE.

Since the decentralisation process involves transmission and impact assessment dimensions, the study
sought to collect information on how the decentralisation process has affected some economic activities
of the people, made up of mainly the poor in the districts. Our survey results have indicated that the
decentralisation plan has so far registered just little improvement in the employment level of the people in
the district. The story is even worse with respect to manufacturing. Next is the general price level. It is
reported to have registered little improvement.

Similarly, available data have indicated that acquisition of assets such as buildings, etc, has seen little
improvement so far. The story is the same for production of basic commodities. Payment of taxes and
levies is reported to have witnessed substantial improvement (really mean an increase) since the
implementation of the decentralisation plan. The Implication is that so far the channels of transmission
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have had weak effect on the local people. Perhaps, it is because the decentralisation/GPRS processes are
yet to be fully implemented.

No doubt, the econometric results on the transmission mechanisms and impact analysis have strongly
suggested that the improvement in transmission channels such as household income, employment income
etc. will lead to significant reduction in poverty level.

One important trigger to make pro-poor decentralization impact more positively on poor population
groups is the degree of familiarity of the members of poor population groups who are the major
beneficiaries with the work of the District Assemblies. Our assessment indicates that majority of the poor
population groups (77%) are not familiar with the work of the District Assemblies. Only about one out of
10 people reported some degree of familiarity with the work of the District Assemblies. Thus the interest
and influence of the major beneficiaries are not taken into account in the decentralization process. The
high degree of non-familiarity of poor population groups with the work of the District Assemblies implies
that the decentralization process is still far from the poor people and that the projects are far from being
pro-poor since the poor people who are supposed to be the major beneficiaries really are not familiar with
what is being done at the DAs.

With respect to access to and adequacy of income, it must be noted that well-targeted interventions lead to
increased access to income and consequently improved standard of living. Our assessment reveals that
majority of the poor population groups do not have a decent income and that majority do not have a
secured income. About a third (33.76%) of the poor population groups derive their main income from the
things they sell on a daily basis which constitutes the main source of income for a further one out of every
five (22.65%) of poor population groups who work in the informal sector. Even though more than half of
the poor population groups are engaged in agriculture only about 20.94% derive their main source of
income from produce from farmlands. Data available further indicate only one out of every ten who are
on monthly income was found to be poor.

Data available also indicate that about four out of every five (78.4%) of poor population groups reported
that income from main work is insufficient to cover education, clothing, health care, transport and food.
In effect more than a third earn below the prevailing minimum wage of ¢11,200.00 which is in itself
below the dollar at the prevailing exchange rate of ¢9,000.00=US$1. The implication of this is that the
decentralization process has not translated into making the poor have adequate incomes to cover even the
basic necessities in life as education, healthcare transport and food.

5.5 Field Survey Empirical Analysis: Results of Focus Areas

There is legal aspect of the decentralisation process. The DAs need the power, authority and the mandate
to discharge their poverty alleviation duties effectively and efficiently. This means that the legal backing
for policies spelt out in the NADP and re-echoed in the GPRS be implemented to the letter. As noted
carlier the DAs have a constitutional backing and are supposed to be autonomous bodies with the power
to plan and implement projects, yet this study confirmed that they are still the appendages of the Central
government and dance to the tune of the MDAs.

Concerning the institutional set up of local government there are two aspects: (i) the internal aspect
concerning the modus of election and appointment of the assembly members at different levels, and (ii)
the external aspect concerning the relationship between the elected institutions of local government and
the extension offices of the line ministries. As has been noted under scenario analysis the majority of the
people would want the DCE be elected.

On the issue of election of ‘one third’ of Assemblies, it has been noted that 50% of the interviewees
opposed this motion. The reasons given are the high respect the people have towards their traditional
leaders and also their concern for all members of the community including the poor. This point has been
strongly emphasized during the stakeholder workshop in Accra (30.03.2004). The presence of traditional
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leaders, however, can be assured also by democratic means: They may be elected among their own
constituency (the chiefs in the district) and nominated by the Presiding Member of the DA.

The study has revealed the problem of institutional rivalry or institutional dilemma among the relevant
stakeholders. This has been of much concern to the stakeholders. The emergence of elected local
institutions is threatening the mode of existence (not the existence itself!) of the extension offices
functioning under centralized authority of the line ministries. Indeed the present rivalry is not the best
way of synergetic service delivery to the people. A mode of dual allegiance has not found the approval of
most participants at the stakeholder workshop (Accra 30.03.2004). The policy option is clearly for a fully
decentralized single line system as discussed. Intermediate steps are possible and already practiced:
integrated, multi-sectoral programme implementation as a first phase and composite planning and
budgeting as a second phase. The orientation for the second phase has been confirmed in the GPRS.

The stakeholder analysis has unearthed that there are both “losers” and “winners” in the decentralisation
process. The winners are clearly the elected institutions at the local level; the losers are undoubtedly the
departments and organizations among the MDAs called “ceasing to exist”. Neutral ones can be called
those MDAs, which do not have a regional and local extension and thus are not affected by the
decentralization process. The local extension offices of all the important line ministries are supposed to be
merged with the structures under the authority of the District Assemblies.

These departments, which are provided for in the Local Government Act, overlap considerably with the
responsibilities of those departments “ceasing to exist™. These departments should coordinate all activities
in the district territory. Nominally, they are the “winners”. In reality, they have not won: they coexist side
by side with the very strong presence of the “losers”.

Effective resource mobilisation is essential for a successful pro-poor decentralisation. The field survey
has revealed that the main sources of revenue for the DAs in Ghana are: GOG Consolidated Fund (32%),
DA Internally Generated Revenue (IGR) (11%), Development Partners' contribution (36%), HIPC Relief
fund (7%) and District Assemblies Common Fund (DACF) (14%). Despite the modest structural change,
resource mobilisation at the district level in Ghana is still very weak. This has made the DAs still highly
dependent on the central government revenue.

What is clear from these sources of revenue is that individually, Development Partners contribute the
highest percentage (36%) to the financing of DA's projects. But when we put together the receipts from
the Government of Ghana consolidated Fund (32%) and the DACF (14%), under Central Government
Revenue to the DAs, we get a total of 46%. Thus, it is logical to say that the main source of revenue for
the DAs in Ghana is the central government revenue. This revelation has made the DAs very much
financially dependent on the central government. Therefore, any slack in the flow of revenue from the
Central government to the DAs is injurious to them. Our survey results have also ranked the Central
government regular revenue to the DAs as the first source of their revenues.

It must be pointed out that an important component of the Central Government revenue is the DACF,
which is of recent origin, and has the potential of affecting the finances of the DAs poverty-reduction
wise. As a result, it demands some focal analysis in this pro-poor study. Against this background, and
recalling the fact that there are great regional differences in the poverty level (especially, the three
Northern regions) one questions the adequacy of the current formula in the disbursement of the DACF.
The formula has to take into consideration the regional and for that matter district disparities as well as
equity into consideration to enable those poverty-endemic districts get more allocation of the DACF.

The DAs are financially constrained because they do not get adequate annual revenue to enable them
execute their vital projects, including poverty-reduction projects. Essentially, there are two dimensions for
a permanent solution of this financial inadequacy problem. First, the Central government must try to
allocate a substantial amount of revenue to the DAs.
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Second, the DAs themselves must increase their efforts to derive enough revenue from their internally
generated revenue (IGR). In fact, evidence exists that the IGR is a very good potential source of revenue
mobilisation for the DAs. Collection of local tolls, levies and fines need to be efficiently mobilised in
order to rope in as many people as possible. Another way is for the DAs to engage in some direct
productive investment activities such as farming (wood-lots farms, food crop farms, cash crop farms)
poultry, animal rearing such as cattle etc.

The survey results have also indicated that the involvement of traditional authorities, local communities,
civil societies, assembly members and the private sector in the revenue mobilisation activities of the DAs
is not much - just about average.

There is also the problem of the timely release of resources to DAs (resource allocation). On paper, the
DACEF is to be released quarterly. Our interview of the DCEs, and budget/planning officers indicates that
the allocation of resources are not only irregular, they are also inadequate and usually falls short of the
planned budget. Available data from the field survey indicate that the DACF is not released quarterly as
documented. About 60% of the 40 respondents (24) confirmed this. Not only is the DACF delayed, but
also the DAs cannot really predict when it will come and if it will be the full amount. Undeniably, some
DAs are often in arrears. Projects may as a result partially be completed, as revealed by the majority of
the respondents.

Similarly, the funds released from the Central Government (including DACF) often fall short of the
financial requirements of the DAs plans and operations. These budgetary details indicate that the pattern
of resource allocation (actual amount) has generally been on the increase over the last four years (2000 -
2003). This is a good trend of allocation, it may be noted. However, the funds that the DAs actually
received have persistently fallen short of the amount budgeted for. On the whole, the deficits have
averaged between 20 and 30% of the amount budgeted for. This may adversely affect the execution of
many poverty reduction projects in the districts. We may recall again that our econometric results have
emphasised the importance of budgetary allocations, DACF, HIPC relief funds etc. in poverty reduction
in Ghana

Furthermore, the study has revealed that the inflation factor is also telling on the value of the DACF. Even
though the actual nominal figures of DACF to the districts have been on the increase between 1999 and
2003, the real values are generally lower, and have been fluctuating for the ten sampled districts.

Resources (especially financial resources) channelled to the DAs are supposed to be efficiently managed
so as to derive optimal utilisation from them. By fiscal decentralisation, all DAs are supposed to be
financially independent from the Ministry of Finance and Economic planning. This in a way is a big risk,
and the only way out is for the DAs to manage their resources prudently and efficiently for the desired
developmental impact (especially, poverty-reduction). One wonders the extent to which transparency
prevails in management of District Assembly resources (especially financial).

Our assessment on the transparency in the management and use of resources allocated to the DAs
reveals that there is a lot still to be done in this direction. The DA accounts that are audited quarterly in
line with the statutes is just 33.33%. This percentage is too low, and hence something should be done to
arrest this situation.

It is gratifying to note that the DAs reported of having a monitoring and evaluation (M&E) team. Even
though it appears they are doing fairly well in resource management, yet much more is required of them.

The survey has also revealed that there is an attitudinal problem of personnel to work at lower levels in
the system of local government. To some of them working at the lower level is like a punishment or
demotion. It is also related to the value system in general (solidarity being just the last resort when other
means fail), working conditions (equipment, housing etc.). This phenomenon creates a capacity problem
for the DAs.

35



Similarly, essential logistics are also lacking at the districts. The DAs are deficient in basic logistics such
as filing cabinet, telephone, computers, motor vehicles etc. If the DAs are to function effectively and
efficiently, these basic logistics would have to be put in place as soon as possible. It must be mentioned
here that during the stakeholders' workshop on the preliminary findings of the Pro-poor Decentralisation
programme held on 30" March, 2004 in Accra, some of the participants emphasised lack of essential
logistics at the district level, as an important factor making working at the district level uninteresting.

In view of the capacity problem the DAs have indicated that they still have the need for enhanced
capacity building to enable them develop and implement pro-poor plans. As high as 93.33% of
respondents stated this view. Some areas they indicated as needing attention are: (i) administration, (ii)
financial management: budget preparation and execution, (iii) project management, (iv) training in ICT,
(v) monitoring and evaluation, (vi) planning, programming and policy analysis, and (vii) conflict
resolution.

The caveat to our main study hypothesis is that both resources and capacity are needed to achieve a higher
level of effectiveness and sustainability and these should meet supply expectations (sustained responses)
of DAs to enable them meet the demand (requests) from the citizens.

On the demand side there is need for capacity/ empowerment of the citizens to make requests. Thus
training must be extended to the citizens through CSOs, CBOs, etc. so that they will be able to make the
right requests/demands on the DAs. This can be enhanced through: (i) participation and partnership
training, (ii) monitoring and evaluation capacity, (iii) transparency, accountability and probity, (iv)
lobbying and advocacy skills, and (v) general education on functions of DAs.

The issue of participation and partnership is also crucial for a successful decentralisation process. Both
secondary data and survey results strongly suggest that participation and partnership are at very low ebb
at the district level contrary to the expectations of the decentralisation policy. Evidence is quite mixed at
the extent to which the community/village participate in decision-making concerning provision of
services and amenities that affect them. More efforts at their involvement are needed.

Similarly, the poor are not very much involved in decision making. In fact, our focus group discussion
revealed that the poor are actually marginalised in the main decision making that affect them. While
13.86% claimed involvement to a large extent, about 34% of the poor group respondents are found out to
participate to some extent. The remaining 51.49% of the respondents are involved only on average, at the
margin, or not at all.

In order to make the pro-poor decentralisation plan effective, the majority of the interviewees (74.45%)
have indicated that they have some suggestions as to how to make the DAs more beneficial or more pro-
poor. Among some of their suggestions are: (i) the poor should be properly identified by survey (poverty
mapping) and duly attended to, (ii) that needs assessment must be properly done, (iii) interventions must
be specifically designed to reduce poverty, (iv) the district sub-structures must be made more functional,
and (v) policies must be explained very well at the grassroots, among others.

A few of the people also mentioned some harmful effects of decentralisation as follows: (i) some DCEs
are biased in the allocation of social amenities; (ii) late release of funds from the Central Government;
(iii) no salary for Area Council workers; (iv) the local people are mostly left out in decision making; (v)
only the rich benefit; and (vi) there is a lot of favouritism and nepotism. It is important that the complaints
of the minority are also taken seriously for a successful pro-poor decentralisation programme in Ghana.

The decentralisation process has some risk elements and this was also addressed at the survey level. The
main risks identified were: (a) institutional risk, (b) risks with regard to inappropriate allocation of funds
at the district level (c¢) exogenous risk and (d) risk concerning implementation capacity. The presence of
these risks has been observed as adversely affecting the pro-poor decentralisation process. For example, it
has been found out that there are many internal elements of exogenous risk in Ghana, which may affect
the implementation of district level projects. The main ones among them are chieftaincy disputes, land
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litigation and political groups. The traditional system gives an important value to chieftaincy, and it
should be used rather as a powerful instrument of development, and not an affront to development. **

In order to minimise the recurrence of the numerous chieftaincy disputes most of the interviewees (all the
cohorts except the house hold group) made some critical suggestions for solving these problems. The key
measures suggested include: (i) committee to be formed to settle all chieftaincy disputes quickly; (ii)
District Council of Chiefs should be formed; (iii) only the right person should be enstooled after proper
screening; (iv) history must be set straight to know the rightful heirs to the throne, (v) adherence to the
land title; (vi) need for political tolerance among the people as well as the district assembly; and (vii)
proper education of the people.

 Risk analysis constitutes a crucial element of PSIA as observed earlier. This essentially involves an assessment
of assumptions underlying the reforms, and also emanating from the reforms, which are more likely to put the
reform outcomes at risk.
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6. CONCLUSIONS AND POLICY RECOMMENDATIONS
6.0 Pro-poor PSIA Study: Summary of Conclusions and Policy Messages

This Study addressed the core problem of the PSIA study: How can decentralization measures be
designed to strengthen poverty reduction at the local level? This has been done against the background of
classical prerequisites of poverty reduction cycles (power/mandate, resources, capacity, partnership and
participation), which coincidentally are at the same time the four programme areas of the National
Development Action Plan. (NDAP). Within this conceptual framework an attempt has been made by this
study to link decentralization to poverty reduction and examines the resources available to enable the
decentralization process benefit the poor.

Analytically, the report further uses the results of the tools of the PSIA study (stakeholder and poor
population groups analysis, scenario analysis, transmission and beneficial analysis and risk analysis) to
examine the core problem within the context of the four focus areas of the decentralization process
(power/mandate, resources, capacity, partnership and participation). Following from this the following
conclusions and policy messages are identified to make the decentralization process more pro-poor.

PSIA Policy Messages
6.1 Stakeholder Analysis

1. Deepen the involvement of stakeholders in the reform process

Pro-poor decentralization process is essentially a shared responsibility of the Government and the relevant
stakeholders to achieve the desired impact. In the Ghanaian case these stakeholders include among others:
MDAs, Development Partners, District Assemblies, Civil Society Organisations, Private sector and the
communities. At the district level, the relevant groups that need to be very actively involved in designing
and implementing the pro-poor decentralisation programmes are Civil Society Organisations, Assembly
Members, Unit Committees, Traditional Leaders, the Communities (the poor) and women. The various
stakeholders or groups of people (especially the poor) are directly affected by the programmes, projects
and policies, and hence their participation at all stages of the projects cannot be over-emphasised.

However, evidence available from the study is quite mixed as to the extent to which these key
stakeholders are involved in the pro-poor decentralization activities in Ghana. One can say that the level
of involvement is at best modest. For example, community/village participate in decision-making
concerning provision of services and amenities that affect them are a little above 50%. With respect to the
poor, 35 out of 101 respondents (34.65%) have indicated that the poor are involved to some extent.
Evidence is also mixed regarding involvement of gender in the pro-poor decision-making. There is,
therefore, the need to deepen the involvement of stakeholders to enable the decentralization benefit the
poor.

2. Make the decentralization process benefit more poor population groups

Poor population groups are arguably the key stakeholders in the reform process. Ironically, the majority
of poor population groups are rather not familiar with the work of the District Assemblies thereby making
the decentralisation process still far from the poor people who should benefit from the reform process
most. To them the decentralization process is benefiting only the educated.

The study indicated that funeral costs, medical costs, children’s education and crop failure are the major
crises affecting poor population groups. In times of crises no help comes from the District Assembly.
Churches and societies were found to be the most important avenues for providing security to most
population groups at the local level. There is the need to make the work of District Assemblies more
familiar to poor population groups. There is also the need to strengthen corporate element in the structure
of representation by increasing the representation of the poor in the work of the assemblies. The poor in
rural Ghana constitute more than one third of the population and they can be also an “organised
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productive grouping.” The type of grouping may be informal and not as visible as commercial or
industrial enterprises.

6.2. Scenario Analysis

1. Create awareness of the five policy scenarios that lend themselves to making the decentralization
process more pro-poor

Five different scenarios (namely, status quo, small reform, medium reform, full decentralization and
rolling back) are available in making the decentralization process more pro-poor but each policy option
available has its own strengths, weaknesses, opportunities and threats. These are:

(1) First scenario: to maintain what has been achieved so far: The increase of the DACF to 7.5% has
been voted in early 2004 and partnership with NGOs and the private sector have begun, but not
generalized.

(i1)) Second scenario: to go in for a small reform by adding composite planning and budgeting between
all departments as well as extension offices on the regional and district level so far under the
authority of line ministries and committees of the District Assemblies, which have been instituted
legally in early 1993.

(iii) Third scenario: to go in for a medium reform, which will involve ratifying the practice of composite
planning and budgeting by merging all departments as foreseen under the law. This policy option
that involves a substantial change of authority and command will improve the identification, design,
and management of pro-poor projects and development plans.

(iv) Fourth scenario: to go in for a comprehensive reform process in all four programme areas with the
election of all District Assembly members and the DCE, improved participation of the poor at all
local levels and internally generated revenue considerably increased.

(v) Fifth scenario: a worst-case scenario involving doing away with decentralisation in favour of
rigorous centralisation.

2. Redirect increases in the DACF, DA budgetary allocations, and HIPC disbursements, etc. to affect the
necessary transmissions

Historical evidence indicates that the incidence of poverty in Ghana has been on the decline since 1992.
Given that the targets set under the GPRSP, MDG and NEPAD goals are achieved, it is possible to reduce
the incidence of poverty in Ghana under two scenarios: a fairly realistic scenario and a more optimistic
scenario. Under the first scenario poverty can be halved from 40% in 1999 to about 21% by 2015 while
under the second scenario it is possible to achieve poverty reduction of 18.7% by 2015. Under each of the
two scenarios the transmission and impact to achieve poverty reduction are through increase in
employment opportunities, increase in household/transfer income, and increase in wage and agricultural
income. The priority is to create employment opportunities for the poor in productive jobs.

3. Keep the steering wheel of the decentralization process more in the pro-poor direction

Improved provision and proximity of government services, does not automatically make decentralisation
measure pro-poor. Unless the steering wheel of decentralisation process is kept in the pro-poor direction,
the decentralisation measures will become rather pro-rich. Increased access to basic services in the areas
of health, water, sanitation, and education benefits the poor. But they can be affordable if income-earning
activities of the poor population groups rise. Special cash transfers under HIPC funds must be only short-
term. In the long-term the poor needs employment (own job or working for another).

6.3.Transmission mechanisms and Impact Analysis

1. Enhance productivity of the poor in agriculture and raise incomes/purchasing power of the informal,
micro and small-scale enterprises

Pro-poor decentralization is expected to be a process by which central and local governments can improve
upon the welfare of the poorest section of the population. The study linked the decentralization process to
the envisaged policy changes and expected effects on the welfare of poor population groups by an
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assessment of access of poor population groups to employment, basic services, assets and transfers. Some
of transmission channels are weak in the districts and that the decentralisation plan has so far registered
just little improvement in the employment level of the people in the districts. Even though agriculture and
non-farm activities constitute the major source of livelihood for the majority (88.5%) of poor population
groups, inadequate incomes hamper the ability of poor population groups to meet basic needs and to
acquire other productive resources. Most of the poor population groups depend on daily wage and
incomes from non-farm enterprise but incomes derived are insufficient to meet basic household needs -
food, clothing, healthcare, education and clothing. About three out of four of the poor population groups
earn just a little over the equivalent of the daily minimum wage with the result that majority of poor
population groups have to borrow money or sell assets for normal living and to meet other expenses.

Indeed raising the incomes and purchasing power of the informal as well micro and small-scale
enterprises is central to the improving the well being of the poor population groups. The provision of
adequate earnings and productive work should constitute an important means of the decentralization
process to bring about improvements in the standard of living and the material well being of poor
population groups and their dependants

2. Translate decentralization into increased access to social services by the poor

Decentralization process has not been sufficiently translated into access to basic social services by poor
population groups. About a third of poor population groups have no access to toilet facilities and resort to
the bush, beach or free range as places of convenience. Bore hole is still the main source of water for
about 23% of poor population groups while a further 13% depend on unprotected well as the main source
of water. Even though nearly one half of poor population groups live within one kilometre to the nearest
available clinic or hospital about a third cannot afford the cost of health care. Again, even though about
70% of poor population groups live within a kilometre from the nearest available primary school about
84% cannot get places due to lack of space and about half of them cannot get placement elsewhere either.

The non-availability of adequate social amenities at the local level calls for a shift in development policy
and the recognition of access to adequate earnings and livelihoods, basic social services, health and
education as pillars of the decentralization process. The decentralization process requires a combination
of efforts and synergies that need to be nurtured and developed to ensure that the decentralisation process
benefits more the poor and poor population groups through increased access to assets and basic social
services by poor population groups. The radio, cassette player and bicycle were found to be the most
important assets for poor population groups.

6.4 Risk Analysis

1. Address institutional conflicts and interests that negatively affect pro-poor decentralization

The scenario and stakeholder analysis revealed that pro-poor decentralisation involves some institutional
changes and movement of staff or personnel which involves different groups working in central as well as
decentralised institutions such as administrators, technical personnel and politicians. The issue here is
even if an institution may have the “institutional interest” of opposing decentralisation as some MDA,
the groups of persons working in this institution might have different interests. Whilst the technical
professional may want to excel in technical performance and effectiveness, the administrators may
naturally want to maintain status quo. The politicians also have their divergent views or agenda. All these
lead to an institutional conflict of interests, and hence an institutional risk which may adversely affect the
pro-poor decentralisation process and therefore needs to be addressed.

Besides, there are institutions such as the Ministries of Finance, Health, and Education who have
influence but are not that interested in the decentralization process while institutions such as the District
Assemblies, NGOs, CBOs, and the poor who have little or no influence but are rather interested in
decentralization. Another dimension of the institutional conflict derives from the “losers” and “winners”
dimension in the decentralization process. All these institutional conflicts and interests that are seriously
affecting the decentralization process from being pro-poor have to be minimized to the barest minimum.
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2. Reduce the risks associated with the implementation of vital projects owing to financial constraints

(i) Adopt policy measures to minimise risks associated with the lack of timely and/or adequacy of
release of funds: This may involve increasing the allocation of revenue by Central Government to
the District Assemblies. The main sources of revenue for the District Assemblies is the Central
Government of Ghana consolidated Fund (34%), and District Assemblies Common Fund (DACF),
(15%). Therefore, any slack in the flow of revenue from the Central Government to the District
Assemblies poses great risks to the implementation of poverty reduction programmes. The DACF is
not released quarterly as documented but also the District Assemblies cannot really predict when it
will come and if it comes the full amount is not released and that some district assemblies are often
in arrears. On the whole, the deficits have averaged between 20 and 30% of the amount budgeted for.
This may adversely affect the execution of many poverty reduction projects in the districts. The main
risk we run is shoddy execution of district level projects. This is confirmed by 57 out of 115
respondents (49.6%). It is followed by the risk of partial completion of some vital pro-poor projects
in the district to the detriment of the vulnerable and suffering poor.

(i) DAs must increase their internally generated revenue (IGR). Collection of local tolls, levies and
fines need to be efficiently tackled in order to rope in as many people as possible. Another way is for
the District Assemblies to engage in some direct productive investment activities such as wood-lot
farming (the tungya system), food crop farms, cash crop farms, poultry and animal rearing.
Furthermore District Assemblies need to actively involve local institutions such as Traditional
Authorities, Local Communities, Civil Societies, and Assembly Members etc in the mobilisation of
revenue for the District Assemblies.

3. Address chieftaincy disputes, land disputes, ethnic conflicts and bush fires that threaten pro-poor
decentralization

Chieftaincy disputes, land litigations, ethnic conflicts and bush fires constitute part of the internal
elements of exogenous risks affecting the implementation of district level projects and these need to be
addressed to make the decentralization process succeed. These internal exogenous risks adversely affect
the implementation of district level projects. The main one among them is chieftaincy disputes as
confirmed by 111 out of 336 respondents interviewed (33.04%).

In Ghana, our traditional system gives an important value to chieftaincy, and we need to use it rather as a
powerful instrument of development, and not an affront to development. The following are some
suggested measures that could be adopted:

(i) Committees be formed to settle all chieftaincy disputes quickly;

(i) District Council of Chiefs be formed for regular consultations;

(iii) Only the right person should be enstooled;

(iv) History must be set straight to know the rightful heirs to the throne;

(v) Confiscation of all litigated lands to the throne and/or extra punishment for wrongful litigation;

(vi) There is the need for political tolerance among the people; and

(vii) Proper education of the people on all relevant local and national issues.

4. Ensure transparency and accountability in resource management through regular auditing, etc.
Resources (especially financial resources) channelled to the District Assemblies are supposed to be
efficiently managed so as to derive optimal utilisation from them. District assembly expenditure details
are first supposed to be audited by the internal audit unit. There is the need to ensure that regular auditing
(internal and external) of the District Assemblies accounts is intensified. To ensure transparency and
accountability the following specific recommendations are advanced:
(i)  Periodic unannounced auditing and reporting
(ii))  Post/Publish audited reports on bill boards in the communities and/or submit the reports to the
Controller and Accountant General and Ministry of Finance
(ii1) Adopt fiscal decentralization in the long run to enable District Assemblies to be financially
independent from the Ministry of Finance, which is opposed to fiscal decentralization.
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(iv) Make the Monitoring and Evaluation (M&E) team more effective and efficient. M&E team at the
District level is perceived as a toothless bulldog beset with lack of technical expertise and
inappropriate composition.

(v) Increase the participation of opinion leaders and communities in the selection and monitoring of
projects.

(vi) There is also the need to transfer accounting personnel every two years.

FOCAL AREAS Policy Messages

6.5. Mandate/Legal Framework

1. Give DAs the mandate to discharge poverty alleviation interventions effectively and efficiently
Efficient and effective implementation of pro-poor policies and programmes depend upon power and
mandate to the DAs. This means that the legal framework or backing spelt out in the NADP be
implemented to the letter. The DAs do not have enough constitutional backing. Fortunately, the Local
Government Service Bill has been passed on 23™ December 2003 (Act 656). The tenets of the Act should
be made operational and not a mere paperwork. Currently, only about 17-20% of funds administered by
the districts are at the discretion of the DAs. Furthermore, the DAs are supposed to be autonomous bodies
with the power to plan and implement projects, yet one can say that they are still the appendages of the
Central government and dance to the tune of the MDAs.

2. Tackle the institutional dilemma at the District and Regional levels to address counter-productive
rivalry among institutions

The decentralization process has brought about an institutional dilemma resulting in rivalry among
institutions at the district level. Participants at the stakeholders’ workshop in Accra were very
apprehensive of the apparent emergence of dual allegiance of regional and district branches of sector
ministries, departments and agencies (MDAs) as well as other elected local institutions which is
threatening the existence of the extension offices functioning under centralized authority of the line
ministries at the District level. This is seriously affecting the pro-poor decentralization process.
Consequently, there is the urgent need to tackle the institutional dilemma at the District and Regional
levels to address counter-productive rivalry among institutions to ensure smooth implementation of the
decentralization process.

3. Rationalise the linkages between the sub-committees at the DAs and the departments

It is necessary to merge institutions at the District and Regional levels for a fully decentralized single line
system to address counter-productive rivalry among institutions. There is also the urgent need to ensure
that the sector ministry departmental head at the District level works to promote the achievement of the
District's objectives. This would mean making all district operatives report to the District Assembly by
refocusing the reporting relationship at the District level from the vertical structure to the lateral or
horizontal structure that would recognize the district structure.

4. Implement multi-sectoral integrated programmes with composite planning and budgeting focused on
“pockets of poverty” on a pilot basis

We do not call for full composite planning and budgeting for all the DAs at a go. But we recommend
strongly that this is started on pilot basis in the short-run especially in selected Metropolitan/Municipal
Assemblies and fully adopted in the long run. To achieve full decentralization in the long-term, all
activities must be planned, budgeted and implemented under the sole authority of the District Assembly
and at the Regional level of the Regional Coordinating Council.

5. Resolve the issue about the election of DCEs and DA members

There is the need to have all DCEs elected and not nominated by Government. About two out of three
respondents would like the DCEs elected because they believe that this would make the DCEs more
accountable and responsible to the people and would also prevent the DCEs from having double
allegiance. It is also felt that the DCEs would enjoy the full cooperation and total allegiance of the people
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unlike the current situation where there is a partisan assembly where the DCE has to belong to one.
Another option is to abolish the position and to attribute his function to the Presiding Member of the DA.
Additionally, the budgetary implications of the elections are fairly moderate and can be accommodated
without much pressure on the national budget.

6. Maintain the present practice of election of DA members and improve institutional linkages between
chieftaincies and local assemblies.

Majority of respondents interviewed would not like to have all DA members elected. Their preference for
the retention of the present system stems from the value derived by the District Assemblies from the
professional expertise of the appointed members and the representation of traditional leaders and civic
groups in the district assemblies. There is also the need to improve institutional linkages between
chieftaincies and local assemblies. The presence of traditional leaders (who are appointed by the DCE) is
highly valued. The presence of traditional leaders can be assured also by democratic means: They are
elected among their own constituency (the chiefs in the district) and confirmed by the Presiding Member
of the District Assembly.

6.6. Resources: Mobilization, Allocation and Management

1. Increase resource allocation and logistics to district assemblies

The DAs need adequate resources (especially financial resources) in order to plan and implement their
poverty reduction projects. Both secondary and survey results have revealed that the main source of
revenue for the DAs is the Central Government revenue (comprising DACF). This was also confirmed by
38 out of 43 (88.4%) of the respondents. However, the funds released from the Central Government
(including DACF) often fall short of the financial requirements of the DAs plans and operations
(confirmed by 79.50%). This phenomenon has led to persistent budget deficits for the DAs. On the whole,
the deficits have averaged between 20% and 30% of the sampled districts from 2000 to 2003. (It must
however be noted that the pattern of resource allocation - actual amount - has commendably been on the
increase from 2000 to 2004 generally). This may adversely affect the execution of many poverty
reduction projects in the districts.

The DACF in particular is not only inadequate (confirmed by 79.5%) but also its release is beset with
problems - it is not released quarterly as documented (confirmed by 60% of the respondents), the DAs
cannot really predict when it will come, and at times they are in arrears. It is therefore recommended that
adequate financial resources be released to the DAs for their pro-poor activities. The funds (including the
DACEF) should be released early to avoid delays.

Furthermore, resources in terms of essential logistics are also lacking at the districts. The DAs are
deficient in basic logistics such as filling cabinet, telephone, computers, motor vehicles etc. It is proposed
that the Ministry of Finance and its allied departments should endeavour to provide the essential basic
logistics to the district assemblies to enable them function much more efficiently and effectively.

2. Facilitate the increase of DACF by 2.5% to be used for pro-poor activities
The DACEF is still an important component of the Central Government revenue with potentials for
affecting the finances of the District Assemblies for poverty-reduction interventions. The study further
found out that an increase in the DACF from 5% to 7.5% would bring additional basic social facilities
(for example; water, health, sanitation and education) to be provided. However the present allocation
formula for the disbursement of the DACF was found to be inadequate in view of the prevailing regional
differences in the poverty levels in the country.
It is argued that a project is pro-poor if:
(a) it is implemented in areas called “pockets of poverty” (substantially higher percentage of poor
people than the average of the district or region) and
(b) if the poor themselves are actively participating in designing, planning and implementing the
project.
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In order to ensure that the proposed increase in the DACF by 2.5% benefits more the poor there is the
need to refine the DACF allocation formula to facilitate the increase of 2.5% to be used for pro-poor
activities. The refined formula need to take into consideration the regional and district disparities as well
as equity into consideration to enable those poverty-endemic districts get more allocation of the DACF.
Include in the formula an indicator that makes it possible for those Assemblies with more internally
generated revenue to be allocated more DACF. Besides, there is the need to link participatory poverty
mapping with qualitative monitoring of all funds including HIPIC Funds. Again, District Assemblies need
to adopt a multi-sectoral integrated approach in pro-poor policy and project design.

3. DAs must boost resource mobilization especially IGR

Resource mobilisation at the district level in Ghana is also very weak. This has made the DAs highly
dependent on the Central government revenue. The other sources of development revenue to the DAs
noted are: internally generated revenue (IGR), HIPC funds and Grants from Development Partners
(Donors and NGOs). However, not much is realised from these other sources (the receipts from the
Development Partners is fairly high, but cannot be sustained) to supplement the central government
revenue. For example, the internally generated revenue constitutes only 3% for all the DAs but 11% for
sampled DAs of their total annual development funding. This is woefully inadequate.

It is proposed that the DAs should boost their receipts from those other sources of revenue identified
(especially the IGR) to supplement the Central government revenue. Even though the districts’ IGR is the
lowest (3% or 11% for the sample) among the sources of revenue for the DAs in Ghana, its importance is
very high to the DAs. It has also been rising up very fast. For example, in 2000 the total for the 110
district assemblies was 70.4 billion Cedis, increased to 95.7 billion Cedis in 2001 and jumped to 155.2
billion Cedis in 2002 (an increase of 120% between 2000 and 2002). The highest IGR increase over the
period was 389% recorded in the Northern Region, followed by 384% in the Volta Region and 205% in
the Upper East Region (GPRS Annual Report, 2002). It is thus observable from this revelation that the
IGR of the DAs is a very good and reliable potential source of revenue that must be tapped fully to aid
their pro-poor activities. The IGR potential remarkably appears very strong in the regions that have very
high incidence of poverty (example, the Savanna regions and the Volta).

4. DAs to actively involve Traditional Leaders, local institutions and the private sector in their revenue
mobilisation efforts

The involvement of Traditional Authorities, Local Communities, Civil Societies, Assembly members and
the private sector in the revenue mobilisation activities of the DAs is not much. It is therefore imperative
for the DAs to actively involve Traditional Leaders, local institutions and the private sector in their
revenue mobilisation efforts, in order to significantly increase their internally generated funds. The Ghana
Private Road Transport Union (GPRTU) is doing some good work for the Internal Revenue Service (IRS)
and must be adopted by the DAs.

5. The DAs should promote effective monitoring and evaluation of use of resources at the local level
Since we need our scare resources especially financial resources to be appropriately utilised at the district
level also, there is the need for an effective monitoring and evaluation of the resources channelled to DAs
for their projects. It is no wonder the field reports revealed the monitoring and evaluation team is facing
serious difficulties. The main one is lack of technical expertise, as confirmed by 60 out of 127
respondents (47.24%). Surely we need to address this critical area too if we want our pro-poor
decentralisation plan to be effective.

6.7 Capacity Building

1. Through induction courses and special incentives, the DAs must solve attitudinal problem of personnel
at the local level

According to NDAP (2003), seventeen out of a total of twenty-three projects in support of
decentralisation may be classified as “capacity building” or local government activities, as reflected in the
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new programming proposed under the GPRS and the Government Decentralisation Action Plan. This
implies that the level of capacity at the districts is very important.

It is logical to state that since the DAs have been in operation, they have some level of capacity on the
ground. However, there is an attitudinal problem of personnel to work at lower levels in the system of
local government. To some of them working at the lower level is like a punishment or demotion. It is also
related to the value system in general (solidarity being just the last resort when other means fail), working
conditions (equipment, housing etc.).

2. Embark upon a programme of actions to strengthen the capacity level of District Assemblies
The DAs are just averagely equipped (that is averagely capacitated) in terms of personnel, equipment etc.

for implementation of pro-poor decentralisation plans. This is not encouraging at all. The story is even
worse for other district essential organs such as Area Councils, Town Councils and Unit Committees.
Some of them do not even have salaries.

Against this background there is the need to adequately strengthen the capacity level of the districts in
order to enhance the performance of their pro-poor activities effectively. 42 out of 45 respondents
(93.33%) of the staff of the DAs have indicated that there is need for capacity strengthening at the
districts in the following areas: (i) administration, (ii) financial management, (iii) project management,
(iv) training in ICT, (v) monitoring and evaluation, (vi) planning, and (vii) conflict resolution.

6.8. Partnership and Participation

1. DAs must endeavour to involve the poor and other stakeholders actively in the design and
implementation of pro-poor projects

The degree of involvement of the poor in local units has been empirically established to be very
disappointing. To ensure that the vast majority of the poor owns the projects, and for the whole
decentralisation process to be made more pro-poor there is the critical need to actively involve them in the
decision process. Another way of ensuring that the local people are involved in the decentralisation
process is to use as much as possible the expertise of local stakeholders (who are at the same time the
main beneficiaries) where they exist in the implementation of projects instead of bringing them from
Accra. These stakeholders were found to include traditional leaders, assembly members, women groups,
youth groups, unit committees, religious leaders, the community etc. Technical and other qualified
personnel can supplement lack of their expertise in project implementa