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COSTING OF IMPLEMENTATION PLAN OF THE
INTER-GOVERNMENTAL FISCAL FRAMEWORK

BACKGROUND

The GTZ in collaboration with the Ministry of Local Government Rural
Development and Environment and the Ministry of Finance and Economic
Planning assigned a group of consultants to undertake the exercise of costing
various activities under a planned programme of fiscal decentralization.

In March 2007, the Ministry of Local Government, Rural Development and
Environment issued a Draft Comprehensive Decentralisation Policy Framework
with the objective of deepening political, administrative and fiscal decentralisation
in Ghana. Towards the realisation of the fiscal decentralisation object, a sub-
committee of the IMCC was constituted that developed an Intergovernmental
Fiscal Decentralisation Framework which includes Expenditure Assignment and
Authority, Revenue and Funding Arrangements, Financial Management and
Accountability, and Institutional Arrangements. The goals of the decentralisation
programme are as follows:

-« Strengthening and expanding local democracy

¢ Promoting local, social and economic development and

¢ Reducing poverty and increasing the choices of the people

The input of the draft document had been provided by all the relevant institutions
and various meetings over a period of about two years.

After completion of the draft comprehensive framework, another round of
workshops were organised at which the key stakeholders to the framework were
tasked to prepare an action plan from 2008 to 2018 to enable the programme
identify the different types of activities that would be needed in executing the
programme over the initial ten year period.

These activities have been compiled under the thematic arrangement under
which the framework was prepared. The responsibility of our team was to cost
the Intergovernmental Fiscal Decentralisation Framework Implementation Plan
for the period 2008, 2009 and 2010.
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OBJECTIVES

The objectives of the |GFF are to provide a comprehensive programme with a
broad base support for the way forward for fiscal decentralization. This frame
work;

« Articulates the goals and target the environment for fiscal decentralization
in Ghana.

» Identifies and harmonizes the fiscal decentralization reform currently
underway by the many different central government MDAs

~» Presents the gaps between the current environment and the target
environment,

. Dévelops strategies and priorities for moving forward.

The above has also been summarised as follows in the draft framework
document, “deepen political, administrative and fiscal decentralisation in Ghana
and to reaffirm the governments commitment to the policy of decentralisation in
conjunction with people's participation.”

The specific assignment of the consuitants was to cost the IGFF for the three
year period (2008-2010) to enable the Government of Ghana, the Implementing
Agencies and the Development Partners have a fair idea of how much it will cost
to implement the first phase of the Fiscal Decentralisation Programme. it is also
to guide the implementing agencies in their programming and budgeting as
relates their G.0.G budget ceilings for 2008 — 2010 and to be able to arrive at the
funding gap to enable them source for other sources of funding to implement the
programme within the agreed period of time.

METHODOLOGY
In order to achieve the expected results the exercise was conducted as follows:

The first part involved visits to the institutions mentioned in the action plan and
discussing with them the thematic activities. Where there was the need to break
down the activities into sub-activities, this was done, taking into consideration the
relevant and appropriateness of the sub-activities to the objectives. It also
involved putting together a cost estimate of the specific sub-activity.

The second part involved the co-ordination, harmonization and sanitizing the
information collected. It also involved additional visits where necessary for
clarification, verification and agreement of the information collected between the

“wo parties.

In putting the report together, the lead organisations involved in the exercise
were isolated and numbered according to the thematic document presented in
the plan of action. The specific objective stated in the document is the objective
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of the institution in national context taken from the MDA's strategic plan. The
expected output has been stated with reference tc the stated activity in the plan
of action. The planned activity is the resultant from the expected output. There
are sub activities that will have to be undertaken to achieve the output and by
extension the objective.

Each planned activity has various cost items that are required in undertaking the
activity. These cost items have been estimated using the variables; quantity, unit
costs, number of days and frequency of occurrence.

Total amounts involved are estimated costs of the various sub activities
aggregated over the period 2008, 2009 and 2010.

The estimates have been summarised to reflect the cost for the separate yeafs |

2008, 2009 and 2010 as well as a master summary for all three years.
MAJOR OUTCOMES OF THE EXERCISE

The team was able to cover all the institutions earmarked for visiting as part of
the assignment. In all nine institutions were contacted for the exercise namely;

¢ Ministry of Local Government, Rural Development and Environment

» Ministry of Finance and Economic Planning

o The Controller and Accountant General’s Departrﬁent

+ Local Government Service

e Internal Audit Agency

¢ Audit Service

e The District Assemblies’' Common Fund Secretariat

o Public Procurement Authority

« Land Valuation Board
The MLGRDE provided information required from two key comfnittees namely,
the Inter ministerial Coordinating Committee and the Local Government Finance
Committee. Fruitful discussions were held with all key stakeholders and all the

information we required to enable the team complete the assignment were
received.

The Major Outcomes of the Exercise were as follows:

1. All the activities in the action plan were confirmed by the respective
institution as still being relevant and valid.
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2, Sub activities were developed from the main activities and .cost items
determined and estimated.

3. Some activities were found to have been implemented already during the
interactions with the institutions concerned. For example, the Direct
Transfers to MMDAs by the CAGD which was to be expanded to include
the expenditure categories of services and investment had been
implemented already since 2007.

4. Some activities which are supposed to be implemented this year had not
been budgeted for in the 2008 Budget of the respective institutions let
alone making funds available for implementation of those activities. For
example, the Ministry of Finance and Economic Planning is required to
carry out the Analysis of the 2008 Disaggregated Budgets to determine
the quantum of funding transferred to MMDAs. It is also required to
Conduct a Study to Review the MMDA Development Planning,
Budgeting, MTEF, and Capital Budgeting Processes so these processes
could be better aligned, harmonised and coordinated, the
recommendations of which will be implemented. These above mentioned
activities were not budgeted for in the Ministry’s 2008 Budget. This
therefore is likely to affect either part or the whole time frame for the
implementation of the framework.

5. Furthermore, there were some institutions who indicated that they will
need some more time to implement some of the activities with its
attendant costs. The Municipal Finance Authority for example indicated
that it will require three years to undertake activities that will lead to the
development of clear guideline on MMDA borrowing to avoid unnecessary
financial risk to public funds. The expenditure will be mainly in the area of
Technicar Assistance and Cunsuilancy Seivices. Tihe wolal aimount
required for the three year period is GH¢2,592,000.00.

LEARNING INSIGHTS AND CONCERNS

In carrying out its assignment, the team had the cooperation of the Administrative
Heads and Technical Staff of all the Implementing Agencies visited. They were
ready to assist the team in its work. They also had an appreciable understanding
of the assignment. One of the challenges the team encountered was that almost
all the implementing agencies did not have detailed action plans derived from the
IGFF Implementing Plan. The team had to spend some considerable time than
anticipated to assist the respective agencies derive the detailed activities to
enable costing of the plans to take place leading to delays in the work of the
consultants. This calls into question the readiness of the implementing agencies
to implement the framework, especially aclivities slated for 2008. '

CONCLUSION AND RECOMMENDATIONS

' The implementation of the IGFF Implementation Plan will cost the Government of

Ghana GH¢60,118,796.00 for the period (2008-2010).The breakdown is
GH¢17,301,916.00 for 2008, GH¢20,218,738.00 for 2009, and




‘ GH¢22,586,133.00 for 2010, Cwing to the fact that the Anneal Sodgetoy
Provisions to MDAs and MMDAs will not be adequate to meet the expenditures
required  for the  imnlemoeninten of e 1IGEEP molemantatio P b e
recommended that he aplementing agenoaes ks
activities with the view of reviewing downwards the coct of implementation of the

plan. Secondly, it is recommended that funds be sourced from both multilateral

and bilateral sources to meet the funding gap. In some cases the issue of cost
sharing between MDAs and MMDAs with respect to activities to be implemented h
at the district level could be looked at as a means of ensuring successful
implementation of the plan.
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SUMMARY OF COSTING OF IGFF IMPLEMENTATION PLAN {2008-2010)
FIGURES IN GHe I ] AUDIT SERV
MLGRDE |MOFEP IMCC |LGS SEC Lve DACF PPA CAGD 1AA LGFC{TOTAL

EXPENDITURE ASSIGNMENT AND AUTHORITY | 3,136,008 0 83,25 22,500 v O ) 0 0| 0 0] 3,241,759

Legal Environment 125,700 83,250 208,350

Functional assignment 22,500 22,509

Operationalisation of Local Government service 3,010,309 3,030,309

: o

REVENUE AND FUNDING ARRANGEMENTS 3,548,380 11,166,170 Q a 17.384,101] 2,628,010 ¢l Q ¢! g 0 34,727 661

Lega! Environment 88,000 530,000 518 0G0

Internally generated funds 93,580 4,940,570 17,384 101 22 418 251

District Assembly Common Fund 66,800 2.629.010 2895812

Centrat Government transfers- 2,940,000 2,940,050
Intergovernmental Fiscal Transfer Mechanism

Funding of RCCs and MMDAs 360,000 158,880 518,850

Development Partner Support 207,620 207.623

Borrowing 5,329,100 5.328 100

&

FINANCIAL MANAGEMENT AND AUTQRITY C 98,870 0 364,300 0 0 1,773,111 3,153,810] 2,773,300 13,579,725 i) 21,743,116

Legat Environment 3,850 151,320 155,170

Planning and Budgating 95,020 45,02

Payroli Accounting and Financial Reporting 3,153,81C 3153810

Internal and External Audif -Internal Audit 2,773,300 2,773,300

Internal and External Audit -External Audit 13574725 13,579,725

Procurement and Condract Administration 1,621,791 1.621.79:

Monitoring and Evaluation 364,300 364,300

0

8

ISTITUTIONAL ARRANGEMENTS 4,560 391,800 9,900 406,260

0

0

TOTAL 6,688,949 11,656,840 83,250} 386,800 17.384,101{ 2,629,010 1,773,111]| 3,153,810 2,773,200 13,579,725| 8,500 60,118,796




SUMMARY OF COSTING OF IGFF IMPLEMENTATION PLAN (2008)

FIGURES IN {GH¢} AUDIT
MLGRDE MOFEP IMCC LGS SEC |[LVB DACF PPA CAGD 1AA SERV LGFC TOTAL
NT AND AUTHOR 580,000 o 0 11.600 0 0 0 581,60
Legal Environment . 125,7008
Functional assignment 11,6001
Operationalisation of Local Government Service 454 300
0
REVENUE AND FUNDING ARBANGEMENTS 959,580 10,159,920 { 0! 1,252,580 D, 0 0 0 0] 12,372 4504
Legal Enwironment 35,200 530,000 :
internally generated funds 64,380, 4,250,320 1,252 890
District Assembly Common Fund
Central Government transfers- 500,
Imtergovernmental Fiscal Transfer Mechanism 1
Funding of RCCs and MMDAS 360,000 50,570
Development Partner Support
Borrowing 5,329,100 ]
g
; 0

FINANCIAL MANAGEMENT AND AUTHORITY o 95 020 Il 0 0 428 896 1,737,050) 1,678,100 0 6| 3.939,066)
Legal Environment : 17,320 ]
Planning and Budgeting 95,020
Payroll, Accounting and Financial Reporting 1,737.050
Internal and External Audit -Internal Audit 1,678,100
Internal and Extemat Audil -External Audit
Procurement and Centract Administration 411,576
Menitoring and Evaluation

]

i

INSTITUTIONAL ARRANGEMENTS 4,560 391,800 : 2,400
TOTAL 1,544,1401 10,646,745 8] 11,600 1,252,990 428,896% 1,737,050 1,678,100 Q 24000 17,301,916}

o e




“SUMMARY OF COSTING OF IGFF IMPLEMENTATION PLAN (2009)
FIGURES IN (GHg} AUDIT o
MLGRDE MOFEP___ [IMCC___ |LGS SEC |LVB DACF PPA CAGD TAA serv [LGFE  1ToTaL |

b

EXPENDITURE ASSIGNMENT AND AUTHORITY 554,0008 0 80,25(}; 10,300 0 0 0| 0 o 0

. 3

{egal Environment 80,250 [
Functional assignment : 10,900

Cperationalisation of Local Government Service 554,000, ; [

REVEMUE AND FUNDING ARRANGEMENTS 1,309,000 577,610 & 0| 13,728,040 1,350,550 ] Q 0 i L
JLegal Environment 26,400 1 H B
inlernally generated funds 29,200 304,550 13,728,040 ! ;
lDistrict Assembly Common Fund 33,400 1,350,550 i

Central Government transfers- 1,220,600 : :
Intergovernmental Fiscal Transter Mechanism B P
Funding of RCCs and MMDAs 65,440 H ; N
Development Partner Support 207,620 P
Borrowing : X _

1&gl

FINANCIAL MANAGEMENT AND AUTHORITY 0 3,850 0 0 0 0 565,378 1,374,560 547 600 139,500 0 2A0088
Legal Environment 3,850 ! £7,000 o o
Planning and Budgeting ; : ]
Payroll.Accounting and Financial Reporting : 1,374 580 ; B
Internal and Externatl Audit -Internal Audit : 7.B0C
Internal and External Audit -External Audit i

Procurement ang Cenizact Administeation ; 488,378 o o
[Moritoring and Evaluation i N

109,504

|INSTITUTIONAL ARRANGEMENTS
ik —
i :

i i S
TOTAL 1,863,000 581,460 80,250] 10,800{ 13,728,040 1,350,550 565,378 1,374,560 547,600} 109,500 £.500; 20.218,738
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- SUMMARY OF COSTING OF IGFE IMPLEMENTATION PLAN {2610]
— FIGURES IN {GHg) AUDIT
MLGRDE MOFEP IMCC__ [LGS SEC_ (LvE DACF PPA CAGD __ [IAA servy  [LGFC__ [TOTAL o )

EXPENDITURE ASSIGNMENT ANC AUTHORITY 2,000,000 0 3,060 0 - 0| 4 0 o 2,003,000
Legal Environment 3,000

Functional assignment
Operationalisation of Local Government service 2,000,000

REVENUE AND FUNOING ARBANGEMENTS 1,279,800 428,640 0 Q 2,403,071 1,268,460 1] O 0 Y Y 5,379,971
Legal Environment 26,400
intemally generated funds 385,700 2,403.0M
District Assembly Common Fund 33,400 1,258 4604
Centrai Government transfers- 1,220,
Intergovernmental Fiscal Transfer Mechanism
Funding of RCCs and MMDAS 42 940
Developmen! Partner Support
Borrowing

_1L~
(=]
=

FNANCIAL MANAGEMENT AND AUTORITY 0 384,300 0 Q {78,837 42,200 547,600; 13,470,225 O 15,203,162
Legal Environment 7,000
Pianning and Budgeting
Payroll Accounting and Financial Reponting 42,200
Internal and External Audi -Internal Audit 547, 600!
Intzrnal and External Audit -External Audit 13,470,225
Procurement and Contract Adminisiration 711,837
Manitoring ang Evaluation 364,300

—1——4

INSTITUTIONAL ARRANGEMENTS

TOTAL 3,279,800 428,640 3,000 364,300 2,403,071 1,268,460 778,837| 42,200 547,600 13,470,225! 0| 22,586,133
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Intergovernmental Fiscal Decentralisation Framework
Implementation Plan

LEAD P ] 1 ]
ORGANIZATION 2008 2009 2010 2011 | 2012 | 2013 [ 2014 | 2015 | 2016 | 2018 |

Expenditure Assignment and Authority

Legal Environment

s The Legislative Instrument which incorporates the functional -
: . ) . MLGRDE &
assignments and integration of decentralised departments has been LGS
finalized and submitted to Cabinet for approval.

raAnn ]

Secretariat

s The Committee reviewing the Local Govemment Act 462 will re-
review the Act to ensure harmenization with the principles of
devolution and the target environment relationships presented i this MLGRDE
Intergovernmental Fiscal Decentralisation Framework.

«  The Inter-Ministerial Coordinating Committee on decentralization will
initiate a process to enable the Executive and Parliament to address the Inter-Ministerial
issues of existing and new Jegisfation through the review of all relevant Coordinating
legislation to ensure it supports the concepts of devolution. Committee

Functional Assignment

*  Service delivery guidelines in concert with national guidelines will be LGS
developed for the currently defined MMDA functional responsibilities. Secretariat

¢ A review of the functions of non-decentralized organizations working
directly at the districts and regional levels will be conducted and those LGS
functions best performed by the Regions and Districts will be Secretariat &
transferred to those levek. OHCx

s A review of alf other central government institutions will be conducted LGS

1o further refine functional responsibilities and service delivery Secretariat &
guidetines of central versus focal govemments. OHCS

Operationalisation of Local Government Service

*  Local Government Service Secretariat will be staffed and resourced to 24542300 . .55610000

&March 2008 12
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Intergovernmental Fiscal Decentrahsatlon Framework

implementation Plan

LEAD . ' ]
) ORGANIZATION 2098 2009 2010 ‘2(?11# 2012 j}_@“_lijﬁzﬁﬂ ‘ 2018 2018 ] 2018 ]
periorm this as well as theIr other important human resource and MLGRDE ' ; ' l L

monitoring functions.

T

Revenue and Funding Arrangements

Legal Environment

r

Furiher discussion and review will be conducted on the Municipal
Finance Bill and Municipal Finance Authority Bill to remove
inconsistencies with other laws and principles of devolution, clarnfy the

MOFEF & '

level of autonomy ol the MMDAs with respect to establishing rates and MLGRDE
ceiling and to ensure that the borrowing portions of the Bill contain
assurances that risks will be mimmized.
s The draft guidelines for the levy of taxes will be finalized and issued as [ t35,200 UTEEIRA00T
' prescribed by law and, annually, thereafter MLGRIIE i
EL i ! sl 0
| Internally Generated Funds [ (
e Data bases of valued, immovable properties will be computerized, data Land Valuation ;'973‘0(} ?;-‘0217657 ‘
: bases distributed to MMDAs and training conducted by 2009. Board & :
Lanc ]
Administration ‘
Project - [ ! ]
e A review will be conducted to determine the appropriate complement P
of staff and public / private partnerships required to catch-up on the
back-log of valuations and re-valuations and to ensure the Land Lang
Yaluation Board can conduct on-going valuations and re-valuations on Valuation
2 timely basis and 10 develop options for funding the Land Valuation Board
Board. Recommendations will be impiemented.
*  Aneasy, but effective approach will be developed and implemented to Land
re-value properties every 5 years and supplemeniary list valuations Valuation
annually. Board
s The coliaborative committee with MLGRDE and MOFEP and MOFEF & i
WMMDAs will continue to meet to establish a national focus for MLGRDE ‘ l

increasing IGF collections.

8March 2008
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Intergovernmental Fiscal Decentralisation Framework
“implementation Plan
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“LEAD

ORGANIZATION 2913 2014 2015 2018 2018

* A comniittee will be comrissioned by the Ministry of Local
Government in collaboration with Ministry of Works, Housing and
Water Resources and other relevant MDA's to develop the framewaork

Lo . ) MLGRDE
and criteria for standardised house and street numbering as well as the
funding and implementation mechanisms.

¢  Training, education and sensitization aimed at Assembly members,
District staff and citizens will be conducted in collaboration with ILGS
to: develop a better appreciation and understanding of the importance
of expanding the tax base and IGF collections and the link between MOFEF &
taxes and services; educate all players in their roles in the tax collection MLGRDE
process; encourage a participatory approach to rate and fee setting;
provide a forum for the shanng of new revenue mobilisation ideas.

*  Benchmarks will be established to identify the level of tax collections MOFEF &
in relation to total revenues to which MMDAs should aspire. MLGRDE

District Assemblies Common Fund

o The DACF allocation formula will be reviewed and analysed to
determine how best to increase the performance criteria to provide
incentives to MMDAs to improve revenue generation and financial DACF
management.

s A transition plan for DACF funds will be developed and implemented
lo decrease the percentage of earmarked funds and increass the MLGRDE &
vercentage of funds over which the MMDAs have greater flexibility. MOFEP

Central Government Transfers — Intergovernmental Fiscal i
Transfer Mechanism ]

¢ The DDF will be implemented in 2008. ' MLGRIDE

s Ananalysis of the problems and issues related to the DDF
: impiementation will be conducted to develop lessons learned fora MLGRDE
future harmonized transfer system.

8March 2008 14

;WO M N




Government of Ghana
_ Intergovernmental Fiscal Decentralisation Framework
o Implementation Plan

| | | | oRGANIATION 2008 2009 ‘2010 2011 J 2012 [ 2013 | 2014

* A new, harmonized transfer system for al} of the various central SR SRR e
government / development partner transfers to RCCs and MMDAs will ‘ :

be developed zlong with a transition plan for implamentation. The new CAGD

system will allow MMDAs to have control over the transfers.

2016 | 2018
H

Funding of RCCs and MMDAs

«  Ananalysis will be performed of the 2008 disaggregate budgets to 587500
determine the quantum of funding transferred to MMDAS. MOFEP

+  Composite budgeting forthe 2009 budget will be implemented as a 350,00C
basis of funding MMDAs. MLGRDE i

«  MMDAs budget ceilings for the central government MDAs will be 20000 000
developed for the 2009 budget. MOFEP R T :

¢ A funding plan will be developed to move away from the sector 55,440 -1 32,940
funding approach to one which is government-wide and formuta driven MOEEP
and provides more flexibility to the RCCs and MMDAs.

s Ananalysis of the full cost of functions performed by RCCs and the
MDAs and the resources available will be performed and MOFE®
recommendations will be made on how best to achieve the resulits.

Development Partner Support

e  Comprehensive guidelines for development partners and NGOs o
harmonise direct development support and target all projects and funds

T MOFEP

to Govemnment of Ghana priorities. ;

Borrowing

*  Clear guidelines on MMDA borrowing will be developed to avoid
unnecessary financial risk to public funds. : MOFEP

8March 2008 ' 1%
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 LEAD
ORGANIZATION

2008 2009 2010 2011 | 2012 | 2013 | 2014 2015 | 2016 | 2018

1 i B

Financial Management and Accountability |

|

Legal Environment

*  The Appropriation Act for 2009 will assign the sector based budgets
for expenditures relating to the decentralized departments to the MOFES

respeclive RCCs and DAs. IT :
¢  Financia! Administration Act, Procurement Act, Audit Service Act and PUBLIC i T
Internal Audit Agency Act will be reviewed and amendments propesed | PROCUREMEN |
to accommodate the decentralisation agenda. T AGENCY & | ;
CAGD ! ;
A dialogue between the Public Procurement Authority, Local L T30
Government Service and MLGRDE and selected RCCs and MMDAs A
will be conducted to identtfy problems surrounding procurement in a PUBLI i
decentralized environment and how to move forward oo resolving PROCUREMEN ¢

s

those problems. Procedures incorporating those recommendations will T AGENZY
be developed and issued.

Planning and Budgeting : ‘

e Astudy will be conducted to review the MMDA development 05N i |
planning, budgeting, MTEF and capital budgeting processes so these MOFEF & . ) : i
processes can be better aligned, harmonized and coordinated. NDPC & : ! :
Recommendations will be implemented. MLGRDE ;

Payroll, Accounting and Financial Reporting i

¢ The direct transfers to MMDAs will be expanded to include the
expenditure categories of services and investments. CAGD

* A review of the transfer of funds from various sources including
central government and development partners will be conducted to CAGL
streamline the process.

8March 2008 , ‘ 16







