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Executive summary

Introduction and context

Main objectives The objective of this evaluation is to assess the extent to which budget support has

and scope of
the evaluation

Joint nature of
the exercise

The national
context

Budget support
to Ghana

contributed to achieving its expected results by helping the Government of Ghana
(GoQG) to strengthen the implementation of its national and sectoral strategies. The study
covers all operations with disbursements in the period 2005-2015. It covers the effects
of budget support on macro-fiscal management, public financial management, decen-
tralisation, private sector development, various cross cutting issues such as gender, and
outcomes in the sectors targeted by budget support. In-depth analyses have been car-
ried out in Health, Environment and Natural Resources, and Agriculture. The evaluation
follows the OECD methodology for the evaluation of budget support.

The process was led by a Management Group, consisting of; the Evaluation Unit of the
Directorate General for International Co-operation and Development — European Union,
the Independent Evaluation Group — Word Bank, the GoG represented by the Ministry of
Finance, as well as officials from Denmark, France and Germany. The evaluation was
carried out by a team composed of experts from the Independent Evaluation Group and
independent experts contracted by the European Union.

In 1957, Ghana became the first West African country to gain independence from colo-
nial rule. Since multi-party democracy was restored in 1990, seven consecutive com-
petitive general elections have successfully been held, resulting in three transfers of
power between the ruling party and the main opposition party. While there are still im-
portant geographical disparities, with the three northern regions having the highest inci-
dence of poverty, the level of poverty has decreased by half since 1990. Cocoa produc-
tion expanded quickly in the late 1990s, and Ghana became the world’s third-largest co-
coa producer. The country benefited from stable and rapid economic growth, which was
accompanied by a structural shift away from agriculture and an increase in tax reve-
nues. The country also benefited from international debt relief initiatives in the early
2000s. Offshore oil in commercial quantities was discovered in 2007. This significantly
improved the country’s fiscal space and generally positive economic outlook. However,
a number of persisting structural problems left the economy exposed to supply and de-
mand shocks, and various policy risks. Following a serious deterioration of the macroe-
conomic situation, implementation of an International Monetary Fund (IMF) stabilisa-
tion programme began in early 2015, and is continuing under the new administration
which assumed power in January 2017.

A Multi-Donor Budget Support (MDBS) framework was established in 2003. It has in-
cluded 11 Development Partners (DPs): the African Development Bank, Canada, Den-
mark, the European Union, France, Germany, Japan, the Netherlands, Switzerland, the
United Kingdom, and the World Bank. Over the evaluation period, DPs have provided
about USD 3.4 billion in General Budget Support (GBS) and USD 1 billion in Sector
Budget Support (SBS). The IMF has provided about USD 1 billion in balance of pay-
ments support. The MDBS partnership broke down in 2013-2014, after most DPs de-
cided to suspend budget support because of the deteriorating macroeconomic situation
and serious concerns regarding PFM. Most suspended disbursements were released in
2015, but only a few DPs decided to continue providing budget support to Ghana.

Findings on Budget Support design and delivery

The initial situa- The provision of budget support started in 2003-2005 in the context of a success sto-

tion

ry — with the country experiencing robust economic growth, important strides in poverty
reduction, strong progress in democratic processes, and increased human rights and
freedom of expression. The national policy framework and aid architecture had devel-
oped on strong foundations, and the commitment of GoG towards structural reforms
was visible in the context of the debt relief initiatives. A strong momentum around aid
effectiveness principles at international level also created a conducive environment for
the provision of budget support. An increasing emphasis was placed on GoG ownership,
and incremental improvements were made to the dialogue structure and performance
review mechanisms. Budget support design integrated important new elements of the
national context (e.g. new dynamic around the decentralisation process, and advent of
Ghana'’s oil era). Building on the Sector-Wide Approach developed in the Health sector,
joint SBS arrangements were introduced in various sectors around 2008.
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Opportunities
created by
budget support

Limits to the
opportunities
created

Budget support created a number of opportunities for GoG to strengthen the implemen-
tation of the national medium-term development framework. Budget support funds
contributed to the expansion in discretionary expenditure observed in the mid/late
2000s, which complemented other important factors such as strong economic growth
and debt relief. Budget support funds buoyed the GoG’s ability to respond to external
shocks and temporary falls in revenues, such as in the aftermath of the 2008 financial
crisis. In the second half of the evaluation period, in a context of increasingly tight fiscal
constraints, SBS funds contributed somewhat to compensating for the dwindling re-
sources of sector ministries and agencies available for operational costs and discretion-
ary spending.

Budget support was also accompanied by intense policy dialogue and substantial
technical support — including the financing of substantial analytical work. This generat-
ed a wealth of knowledge and created numerous opportunities to enhance policy formu-
lation (in almost all policy areas reviewed), intra-sector collaboration (especially in the
area of Decentralisation and the Environment sector) and the capacity development of
key public entities. Budget support also contributed to the conception and introduction of
elaborated technical tools such as the timber legality assurance system.

In addition, the MDBS framework played a key role in enhancing sector dialogue, con-
solidating the link between the Ministry of Finance and sector stakeholders, and
strengthening the national aid architecture. Policy monitoring, which was an integral
part of budget support dialogue and accompanying measures, also helped partners
(GoG and DPs) to maintain some attention on priority spending actions.

Finally, DPs recognised, at an early stage, the important role played by civil society in
the country’s policy processes. Substantial efforts were made to actively involve them in
policy dialogue and MDBS performance reviews. Direct support was provided through
complementary interventions to develop civil society organisations’ capacities and en-
hance their role in a wide range of areas.

The full use of the opportunities created by budget support has been prevented by a
number of important and often interrelated constraining factors. They include: i) the de-
terioration in the macroeconomic environment in the second half of the evaluation
period; ii) the complex political economy prevailing at various institutional levels in
Ghana; iii) the weakening of the partnership around budget support and, more gener-
ally, development aid.

In the second half of the evaluation period, the country experienced serious macroeco-
nomic destabilisation associated with a large increase in public expenditure (especial-
ly, a surge in the wage bill) and massive debt accumulation. Beyond some external fac-
tors that were not adequately anticipated (e.g. the fall in global oil prices), macroeco-
nomic imbalances were mainly related to structural factors (e.g. weaknesses in the PFM
system), as well as a number of questionable policy choices (e.g. increase in commer-
cial borrowing) and political decisions (e.g. expenditure slippages in elections years). As
a result, the excessive increase in the wage bill and costly debt servicing crowded out
critical budget resources for pro-poor expenditure items and public investments, and re-
duced the availability of discretionary funds necessary for operational and maintenance
costs.

While public institutions and the overall development process are shaped by powerful
political and economic actors and dynamics like in other countries, Ghana also dis-
plays some important specificities. Given the high level of competition between the two
main political parties and the short electoral cycle (four years), the political settlement
has had a particularly strong influence on policy decisions, with a premium being put on
visible, short-term actions, as opposed to longer-term structural reforms. The persis-
tence of clientelist and political patronage systems are illustrated by the continuous
strong influence played by interest groups in the mining sector, the complexity of the
public sector wages and the difficulties in changing the system of presidentially-
appointed members on district assemblies. This has put a strain on improving the al-
locative efficiency of public spending and on achieving greater transparency and ac-
countability in governance, especially at the local level.

The evolution in the partnership around budget support has been characterised by a
decreasing engagement of both GoG and DPs. On the DPs’ side, there has been a
growing feeling that, with the country’s access to the middle-income country status and
the subsequent decreasing availability of official development assistance, less could be
achieved via budget support. At the same time, the disenchantment of several bilateral
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Recent evolu-
tions

Xi

donors with budget support at global level — accompanied by an increased pressure
from their taxpayers on accountability issues — contributed to accelerating the withdraw-
al of some DPs from budget support, to a reduction of the critical mass of DPs support-
ive of budget support, and to an increasing divergence on the way to address some crit-
ical development challenges. On the GoG side, the provision of budget support was
confronted by an increasing assertiveness of the successive governments and the coun-
try’s elite — as further strengthened by the country’s access to middle-income country
status in 2010. Moreover, the attention of political players — absorbed by the tight elec-
toral calendar, the prospects of oil revenues, and the access to new sources of finance
(including the issuance of Eurobonds or concessional lending from new partners such
as China) — got diverted from the budget support partnership and the related medium-
term policy commitments.

In this context, the tools — including the space for policy dialogue - offered by the
partnership built around budget support turned out to be increasingly inadequate to al-
low for open discussion on the pressing structural challenges the country was facing. In
particular, this applies to the areas of budget execution and macroeconomic manage-
ment, modernisation of the public service, and the reform of the energy sector.

Although the suspension of budget support by several DPs in 2013-2014 was justified
and relatively well explained, it led to a pronounced deterioration in GoG-DPs relations
and the collapse of the MDBS framework. Nonetheless, a high-level and frank dialogue
on macro-fiscal issues and PFM challenges was maintained between a few budget sup-
port DPs and GoG. After some initial reluctance, GoG finally recognised the need for an
IMF-supported stabilisation programme and the implementation of a vigorous reform
agenda in PFM and macroeconomic management.

Results achieved by budget support in terms of policy formulation and implementation

Strong induced
effects on policy
formulation

Limited induced
effects on policy
implementation

The country’s legal and policy framework, which was already quite robust in the early
2000s, continuously improved during the evaluation period, although some issues re-
lated to prioritisation in the sector strategic frameworks persisted. While budget support
was not, in most instances, the main driver of reforms, the opportunities it created pro-
vided useful elements for GoG to strengthen the country’s legal and policy framework,
and to accelerate the reform agenda. This is, for instance, illustrated by the positive
role played by SBS in fostering the decentralisation reform process. More generally,
financial support, combined with an active policy dialogue, contributed to inclusive pol-
icy formulation processes based on extensive analytical work, while strengthening
GoG ownership. Budget support has also contributed to some extent to strengthening
inter-ministerial/inter-agency collaboration.

Budget support has contributed to enhancing policy implementation at various levels,
but the major bottlenecks that have hindered public action in Ghana for decades per-
sisted during the evaluation period. While public services have markedly expanded and
some public policies, such as in the Health sector, have been rather successfully im-
plemented, the general quality of policy implementation in most sectors has not sub-
stantially improved. There have been important achievements in terms of strengthening
the legal framework for decentralisation in recent years, but these evolutions — not
least the ones related to fiscal decentralisation — are yet to be effectively implemented
and supported by corresponding measures.

The policy dialogue on PFM failed to help ensure the effective implementation of im-
portant reforms. The deployment of a functioning Integrated Financial Management In-
formation System facilitated control, data management and oversight of some central
government finances. However, its application only to a narrow part of the budget lim-
ited its overall effectiveness. As a result, overall gains in the management of govern-
ment finances have been modest, and strong shortcomings in terms of budget formula-
tion and execution persist in all sectors.

Some progress has been achieved in the legal devolution of functions to local gov-
ernments. However, important aspects of the decentralisation policy and legal frame-
work still need to be operationalised. The practical aspects of fiscal decentralisation still
need to be implemented.

Budget support has had visible positive effects on the strengthening of some public
institutions (e.g. Ghana Revenue Agency and Ghana Audit Service in the area of
PFM, Forestry Agency in the Environment sector). All Budget support inputs (dia-
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Limited induced
effects on gov-
ernance
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logue/conditionality, financial transfers and accompanying measures to budget sup-
port) have played a significant role in this regard. Moreover, at least until the MDBS
broke down in 2013, budget support helped GoG to improve the monitoring of policy
implementation by enhancing policy dialogue at national and sector levels. Despite
persisting shortcomings in the availability of reliable data in many sectors, budget sup-
port consolidated the role of the National Development Planning Commission. Howev-
er, in the absence of a coherent framework for capacity development, ‘accompanying
measures’ to budget support (embedded institutional capacity-building components or
complementary projects, including stand-alone technical assistance, specific analytical
work or more comprehensive programmes such as in the PFM area) often remained
fragmented and excessively donor-driven. Budget support DPs have shown some will-
ingness to back GoG’s attempts to modernise the public sector, but remained wary of
getting deeply engaged in this politically sensitive area. They preferred to address
these challenges indirectly — for instance, via technical interventions in the PFM area
focusing on human resource management information system and payroll. Overall, at-
tempts to modernise more comprehensively the public sector have not achieved the
desired results, and overall improvements in the performance of the country’s public
sector have remained limited.

Gender issues have been increasingly well integrated in the national policy framework,
in part thanks to budget support. But, much remains to be done. Gender Desks (pre-
sent in most ministries since 1998) do not participate actively in the resource allocation
process within their sector. The gender-responsive budgeting initiative introduced with
budget support DPs support in 2007 quickly came to a standstill.

Budget support has had visible positive effects on intra-sector and inter-sector collabo-
ration where there was political will (e.g. decentralisation). However, Ghana’s frag-
mented institutional framework made it particularly difficult to coordinate policy im-
plementation across sectors in the absence of strong high-level political commitment
(e.g. on Agriculture-related issues).

In addition, in the second half of the evaluation period, strong budget constraints due
to the crowding out of resources by the wage bill and very high interest payment made
it increasingly difficult for sector ministries and agencies to adequately implement the
planned sector strategies.

Budget support has contributed to the strengthening of certain accountability institu-
tions (e.g. CHRAJ, Ghana Audit Service). It also contributed to consolidating the role
played by Ghana’s already active and quite vocal civil society. However, major chal-
lenges persist. Civil society participation and the role of women in governance have
improved, but remain suboptimal. General improvements in governance have actually
mainly concerned the consolidation of the legal framework and the strengthening of
some aspects of the institutional environment. Changes achieved have been insuffi-
cient to ensure the effectiveness of accountability mechanisms and to limit political in-
terference. The relevant accountability institutions remain largely under-resourced, and
the power imbalance among the arms of governance has not significantly improved.
There are limited examples of independent institutions effectively challenging the gov-
ernment in power. Law enforcement has remained very weak in all areas. Political in-
terference at local level and the strong influence of vested interests in sectors such as
mining have made the effective implementation of reforms particularly difficult. The sys-
tem of central government’s appointment of councils and leadership at local govern-
ment level has remained untouched by recent decentralisation reforms.

Transparency and evidence-based decision making have remained weak. There
have been attempts in making budget data more widely available, including through
citizens’ budgets. However, the fragmented budget structure and insufficient reporting
have made detailed sector assessments difficult, which had implications on the GoG’s
ability to allocate resources effectively. Overall, budget credibility has remained poor.
Despite some usefulness, the number and depth of the studies analysing levels, com-
position and trends in public expenditure — many of which were supported by DPs
providing budget support — have been insufficient to enhance strategic planning and
policy implementation in a sustainable way, given the scale of the problem. Moreover,
the quality and usefulness of these often one-off exercises were undermined by the
lack of comprehensive and reliable data.
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Outcomes at sector level and budget support contribution

Health

Environment
and Natural
Resources

Agriculture

In general, health outcomes indicators have shown a steady progress over most of the
evaluation period. Utilisation of health services has increased and some progress has
been achieved in reducing inequities. Key policy factors explaining these positive evo-
lutions include an increase in supply/coverage of health services, the implementation of
specific health programmes such as immunisation campaigns, the increased financial
protection offered by the National Health Insurance Scheme, and a number of exempted
public health services.

Building on the Sector-Wide Approach launched in the 1990s, budget support has made
clear contributions to the sector’s overall positive performance, especially until around
2012. Dialogue and accompanying measures have had positive effects on strengthening
the quality of the sector’s strategic framework and the capacities of key stakeholders
(e.g. some ministerial departments and “private” actors, such as the Christian Health
Association of Ghana). The development of the National Health Insurance Scheme
has been the result of a strong domestic process but still benefited from DPs budget
support specific contributions and their strong backing during the introduction of the
scheme. GBS funds are very likely to have contributed to the expansion in health ser-
vice coverage, and SBS ‘ring-fenced” funds proved to be a badly-needed source of
funding for discretionary spending in times of tight budget constraints.

However, progress has slowed down in many areas in recent years. In particular, the
sector is constrained by PFM bottlenecks. It lacks a consistent framework for health
system strengthening as a whole, and recent evolutions have run against the princi-
ples of the health district system. DPs have missed a number of opportunities to use
SBS more strategically and help GoG to limit the sector’s increasing institutional frag-
mentation and deteriorating financial situation. DPs’ progressive withdrawal from the
sector following the country’s access to the middle-income country status lacked any
clearly-identified phased approach to consolidating past gains. In addition, remaining
DPs have been increasingly focusing their support on specific interventions/areas, fol-
lowing their own priorities in an insufficiently coordinated way.

Ghana has witnessed a continuous degradation of the environment. In the mining
sector, illegal Artisanal Small-Scale Mining increased and transformed into a highly-
mechanised activity. As a direct consequence, conflicts related to mining increased,
and the environmental impact of mining worsened considerably. In the forestry sector,
the resource base has dwindled and most high-value timber species have already
been cut down. However, the forest cover has slightly expanded, which is in part due to
an increase in plantations. GoG undertook efforts to counter environmental degradation
and expanded the scope of its actions. The combination of dialogue and quite substan-
tial SBS funds has contributed to strengthening the sector’s policy and legal frame-
work, consolidating the role played by civil society and expanding public actions in
various areas, such as the management of protected areas and enforcement actions in
forestry and mining sub-sectors.

However, these actions remained limited in size and time compared to the scale of the
needs. A number of factors related to the particular political economy of the sector
have seriously hampered the effects of budget support and, more generally, any im-
provement in public policies in this sector. Vested interests have continued to make the
implementation of certain reforms difficult and have limited the welfare effects generated
by the extraction and use of the natural resources. Enforcement in the mining sub-
sector remains a key issue that has only temporarily been addressed. Increased popula-
tion and lack of employment alternatives put pressure on forest resources through ag-
ricultural expansion and drive people into illegal forestry and especially mining activities
— the latter being exacerbated by increasing gold prices.

Performance has been variable, with a sharp decline in recent years. Production of
key crops has been fluctuating, and post-harvest losses are high. Yields of most major
staples have remained relatively flat, with a large gap between actual and potential
yields. Marine fisheries production has also declined.

Budget support has provided the Ministry of Agriculture with additional discretionary
resources and technical support that enabled it to focus on leading the revision of the
sector strategic framework and to implement four priority programmes. However, budget
support did not prevent the generally weak performance in the implementation of
these programmes, which largely explains the mixed outcomes observed. Moreover, the
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programmes absorbed a substantial part of the ministry’s budget, squeezing other criti-
cal areas, such as research and irrigation.

Sector stakeholders, hindered by a lack of high-level political commitment, did not
manage to sustain the gains achieved under budget support in terms of enhanced sec-
tor collaboration over time. In addition to weak capacities for strategic planning and
management at all levels, a key bottleneck in implementing agriculture sector strategies
has been the insufficient leverage that Ministry of Agriculture has had over other
ministries and agencies impacting on the sector.

Recent efforts in the area of decentralisation are likely to be positive in the medium
term. However, much more needs to be done at local level to strengthen service deliv-
ery directly related to agricultural activities in the new decentralisation context. In par-
ticular, district administration still does not play the role it should play in terms of super-
vising and enhancing service delivery and investment in rural infrastructure.

Overall conclusion

Some positive
impact on
growth & pov-
erty...

... but limited

achievements
in most target-
ed areas

Main structural
challenges per-
sist

Political econ-
omy factors not
well addressed

New opportuni-
ties are arising

Budget support has played a moderate, but not negligible role, in the country’s con-
siderable achievements in reducing both monetary and non-monetary poverty. The
budget support mix of inputs has contributed to substantially increasing access to basic
services and to maintaining, to some extent, a focus on pro-poor interventions, espe-
cially during the first half of the evaluation period. Budget support dialogue and the con-
siderable accompanying technical support have also supported the country in its transi-
tion towards a middle-income oil-producing economy, which helped sustain growth
in the second half of the period. While budget support dialogue did not prevent the de-
stabilising trends observed in the accumulation of arrears, the level of salary spending
and the overall indebtedness, budget support contribution to macroeconomic stabili-
sation and its indirect effect on growth have been important in various ways. Coupled
with debt relief initiatives, budget support contributed to substantial fiscal space in the
mid-2000s and co-financing of the IMF-led stabilisation programme of 2009-2012 has
been significant. Moreover, budget support dialogue contributed - including through the
suspension of budget support — to GoG’s return to the path of stabilisation in 2015.

However, most achievements have been observed during the first part of the evaluation
period. Overall budget support effects on policy implementation and improving the
quality of local service delivery have remained limited. Due to a complex political en-
vironment around the issue, budget support was not able to help GoG maintain its initial
commitment to achieve accelerated growth through increased productivity in the agri-
culture sector, improvements in the business environment and the diversification of the
economy. The strong growth observed during most of the evaluation period was mostly
as a result of a favourable external environment (high prices for gold and cocoa) and oil
production.

The main structural challenges the country faced in the mid-2000s (e.g. PFM reform,
transparency and accountability) persist. These challenges became more acute in the
late 2000s as fiscal constraints became more pressing. They led to important macroe-
conomic imbalances that — together with persisting bottlenecks in the public sector — se-
riously undermined effective strategic planning and policy implementation. The deterio-
rating fiscal situation of the country removed a substantial part of the resources envis-
aged for line ministries to consolidate and expand social and economic interventions,
thus hindering the achievement of the overarching objectives of accelerating sustainable
and inclusive growth.

The focus of the MDBS has ended up being too large and too much geared towards
the short term for budget support to be truly strategic. Moreover, in the context of a
weakening policy dialogue and a waning overall partnership, underestimated political
economy factors turned out to be too ‘adverse’ for budget support to have a more sub-
stantial impact.

After a period characterised by tense GoG-DPs relations and by an overall deterioration
in policy dialogue, new opportunities are arising. In particular: i) in the context of the
ongoing IMF programme, the central administration is now firmly engaged in an accel-
erated reform process in the PFM and macroeconomic management areas; ii) the
strong commitment of GoG and DPs to the 2030 Agenda for Sustainable Development
calls for intense dialogue and collective actions to address global and local challenges,
including those relating to climate change; iii) a new group of political leaders is steering
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the country’s political and economic engines since the December 2016 elections, offer-
ing the possibility of initiating fresh new relations with international partners.

Main recommendations

Positive medi- There is a general agreement on the fact that development co-operation cannot re-

um-term pro-  solve all problems of the country and Ghana needs to gradually move away from tra-

spect for devel- ditional aid. However, as underlined in major recent national policy documents, Ghana

opment co- can still benefit substantially in the medium term from the support of the international

operation partners that assisted the country’s development for decades. Moreover, new opportuni-
ties are arising from a number of important changes in the context surrounding devel-
opment co-operation in Ghana.

The need for a If GoG is willing to genuinely engage in new, strong, medium-term partnerships, this
new partnership could be the right time to move resolutely away from piecemeal approaches and re-
better using the launch a comprehensive partnership to support some of the country’s major policy re-
co-operation forms. Assuming that GoG and DPs manage to genuinely share a common vision of the
modalities and future role of development co-operation in the country, it is suggested that GoG and the
tools available DPs relaunch a comprehensive development partnership based on GoG ownership,
strong political commitment and tight coordination, recognising the unique mix of finan-
cial, political and technical leverage that budget support and similar forms of co-
operation can offer. The partnership should be structured around two key dimensions:

e a core component focussing on economic governance, including accountabil-
ity and transparency: in particular, the partners should re-initiate a joint budget
support programme focused on PFM and macroeconomic stabilisation, with the
view to strengthen the strategic prospects of the ongoing GoG-IMF agreement

e strong partnerships at sector level: these partnerships would aim at develop-
ing coherent strategic frameworks which would integrate new challenges that
Ghana is facing as a middle-income country (including policy issues related to
trade, climate change, science and technology and social protection).

Moreover, it is suggested that, at sector level:

e Policy dialogue and complementary measures maintain a strong emphasis on
speeding up progress towards enhancing evidence-based decision-
making (including data production and analysis) and improving accountability
and transparency in the public sector.

e The partners also consider continuing to strengthen sector-wide approach-
es and developing new ones, possibly through SBS or similar modalities, de-
pending on the degree of political commitment and the sector’s progress in the
policy and institutional environment.

e The partners consolidate the good dialogue established so far on cross-
cutting issues such as gender equality, so as to better identify appropriate
joint responses to persisting and evolving challenges at central and local levels.

e Finally, a consistent package of accompanying measures, increasingly fo-
cusing on policy innovation, risk-taking initiatives and local governance,
is provided, with the view to promoting solutions emerging from domestic pro-
cesses and strengthening the contributions from national research bodies.

Importance of The heavy weight of domestic political factors and the complexity of many sector chal-
adopting differ- lenges that need to be addressed call for great subtlety in the way budget support
entiated strate- and similar modalities of co-operation are used. In addition to adopting ambitious,
gies to build but realistic and clearly spelled-out objectives, such support should be launched only if:

strong sector-  there is strong political backing by GoG, and explicit willingness of relevant Min-
wide approach- istries, Departments and Agencies, to consolidate the sector-strategic dialogue,
es while avoiding reducing co-operation instruments to being mere financing tools;

e DPs are ready to deploy the necessary resources to understand the sectors’ re-
ality and to firmly engage on issues of strategic planning, while avoiding the
temptation to interfere with the management of the funds transferred.

Regardless of whether the above conditions are satisfied, GoG and DPs should strive to
ensure strong sector approaches based on dialogue and adequate sets of coherent
and well-coordinated actions, while aiming to build support at political level over time.
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1 Introduction

1.1 Objectives and scope of the evaluation

The main objective of the evaluation is: “To assess to what extent General Budget Support and Sector
Budget Support in Ghana have contributed to the expected results by helping the Government of Ghana
to strengthen the implementation of national / sector strategies, and to enhance the efficiency and effec-
tiveness of its policies, strategies and spending actions”.

The current study covers the planning and implementation of budget support (BS) operations with dis-
bursements in the period 2005-2015. In-depth analyses have been carried out in three sectors: i) health,
i) environment and natural resources (ENR), iii) agriculture!, with other key areas comprising: public fi-
nance reform, local governance / decentralisation, private sector development and cross-cutting issues
(including gender).

This evaluation is a joint EU-IEG effort with close collaboration ensured with Ghana’s Ministry of Finance
(MoF). The larger evaluation team was composed of two sub-teams: one team which was contracted by
the European Union (EU) and the other one being from the Independent Evaluation Group (IEG). The
IEG team focused on issues related to public financial management, macroeconomic policies and the ag-
riculture sector, while the EU team focused on all other sectors and policy areas. The EU team led the
exercise, but both teams jointly developed the analytical tools that were used in the evaluation and ap-
plied the OECD-DAC methodology for evaluating budget support. In addition to that, the field mission was
jointly conducted by the two teams.

1.2 Management of the evaluation

The overall evaluation process was led by a Management Group (MG), which was made up of the Inde-
pendent Evaluation Group and the Evaluation Unit of DG DEVCO, the Government of Ghana represented
by the MoF, as well as representatives from Denmark, France and Germany. The Evaluation Manager in
the DG DEVCO Evaluation Unit provided a pivotal role in facilitating the overall quality assurance process
and ensuring that the evaluation was undertaken in accordance with the ToR.

The MG worked in a transparent manner based on regular consultations with a Country Reference
Group, which consisted of key government stakeholders, civil society, Parliament representatives and in-
terested development partners.

The output of the evaluation will be presented and discussed at different levels. First, a workshop will be
held in Accra to discuss the findings, conclusions and recommendations of the evaluation with govern-
ment officials, academics, civil society organisations (CSOs), private sector representatives and the donor
community. The evaluation report will then be revised and finalised in light of comments and discussions,
and will then be disseminated through workshops in Brussels / Washington.

1.3 Structure of the final report
The report consists of four Volumes. Volume 1, the synthesis — consists of six main sections:
e Section 1. Introduction includes a brief overview of the evaluation objectives and scope;

e Section 2. Key methodological elements details the conceptual framework used in the evaluation
as well as some methodological challenges and limitations;

e Section 3. Context presents some key elements of the national context and an overview of the
evolution of budget support to Ghana (key figures);

e Section 4. Overall synthesis summarises the key findings of each of the three analytical steps fol-
lowed in the evaluation.

e Section 5. Main findings and response to the Evaluation Questions it provides the results of the
analysis for each of the evaluation questions and the overall assessment;

e Section 6. Conclusions and recommendations contains lessons learnt and recommendations.

Volume 2a is a detailed report, which presents an information matrix with the main evaluation evidence
that underpins the synthetic findings of the evaluation. Volume 2b contains the in-depth sector studies for
Health, ENR and Agriculture. Complementary information, including complete results of the eSurvey and
guantitative analyses, is provided in various annexes compiled in Volume 3.

1 As it was not specifically targeted by BS, the cocoa sub-sector is not covered by the in-depth analysis in the Agricul-
ture sector.
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2 Methodology

2.1 The evaluation process

The evaluation is being conducted in four main phases (as summarised in the figure below) between
January 2016 and February 2017. The figure also lists the main tasks implemented in each phase and
the MG meetings held. Each phase started after formal approval of the deliverables of the previous
phase.

Figure 1 The evaluation process

01/2016 — 04/2016 04/2016 — 06/2016 07/2016 — 01/2017 02/2017 — 03/2017

Dissemination
Phase

Desk and Field
Phase

Synthesis

Inception Phase Phase

Main Tasks First desk review Detailed desk review Preparation of draft Seminars in Accra and
Inventory of BS Main field mission (in- final report Brussels/Washington
programmes depth data collection Finalisation of report

and analysis) taking seminar feedback

Inception mission with

. ) . into account
inception seminar

Elaboration of the
methodology

MG = Management Group meeting; Sem = Inception workshop/Dissemination Seminar

2.2 General methodological issues

The methodology applied in this evaluation follows the ‘3 Step’ approach as established in the OECD-
DAC guidelines?. To ascertain how and to what extent the opportunities provided by BS have been used
to strengthen the government policies geared towards the achievement of the agreed results, the evalua-
tion uses a contribution analysis, divided in two steps (Step 1 and Step 2) and then synthesised in Step 3.
Through the evidence collected, the contribution analysis aims at building a credible story on the relation-
ships between BS inputs and targeted development outcomes via the government policies.

As a result, two separate assessments are carried out: Step 1 focusing on the contribution of BS to the
country’s policy and institutional processes and Step 2 focusing on the achievement of the targeted re-
sults in some focal sectors and the underlying causal factors. In Step 3, the assessments are compared
and combined to explain the actual contribution of BS to the targeted results. This approach allows for a
full consideration of the interaction between the policy processes and the context, including the consid-
eration of a country’s political economy and the overall national economic environment. Its comprehen-
siveness also appears suited to the assessment of clusters of BS operations for which issues of coordina-
tion, harmonisation, and broad political and political economic context might be particularly important.

2.3 The overall intervention logic

Consistent with the OECD-DAC methodological approach for the evaluation of BS (‘3 Step’ approach),
the intervention logic (IL) of the evaluation is based on the BS ‘Comprehensive Evaluation Framework’
and reflects a specific theory of change. The IL, which provides a synthetic representation of the theory of
change, has four main components:

e the government policies and spending actions (level 3 — induced outputs);
e the development results (levels 4 and 5 — outcomes and impact);

2 http://www.oecd.org/dac/evaluation/dcdndep/Methodological%20approach%20BS%20evaluations%20Sept%-
202012%20 with%20cover%20Thi.pdf
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e the various inputs to the government policies and spending actions, namely BS, and their direct
effects (levels 1 and 2 — inputs and direct outputs); and

e the context, including country and sectoral level political economy, various political, economic and
social factors intervening in the process (the context interacts with all the levels and with overall
government and development partners’ priorities).

Compared to the standard model of budget support ILs, the specificities of BS to Ghana are the following.

Level 1 - BS inputs are threefold including funding, policy dialogue and accompanying measuress.

BSinputs As indicated in the inventory (Annex 4 in Volume 3), there were 62 BS operations, of
which 21 Sector Budget Support (SBS) operations were implemented in Ghana during the
evaluation period. The provision of BS was guided by the Multi-donor Budget Support
(MDBS) framework memorandum agreed in 2003 and updated in 2008. It created a com-
mon basis for Development Partners (DPs) and the Government of Ghana (GoG) to sup-
port the national development policy (GPRS | and subsequent policies: GPRS Il, GSGDA |
& I)*. The framework identified different forms of disbursements (base and performance
tranches), highlighted five specific “underlying principles”™ and clearly set rules for perfor-
mance assessments and policy dialogue.

It is noteworthy that the MDBS framework does not cover SBS. Consistent with the ToR,
the evaluation and the IL do cover SBS inputs (as long as they are in line with the OECD-
DAC definition of BS®). The 2008 framework memorandum explains that “the [GBS and
SBS] arrangements should be seen as mutually supportive.”

BS inputs interact or compete with a number of other inputs provided by domestic and in-
ternational stakeholders. It is thus crucial to take into account other major inputs in Level 1
of the IL. These non-BS inputs concern the main GoG programmes but also other inputs
such as the private sector’s involvement in service delivery, non-BS external aid (project
or pool funds), or loans” and sovereign bonds.

Level 2 - Reflecting the nature of BS (as defined by the OECD-DAC), the theory of change does not
Direct provide detailed assumptions on how BS inputs should be used, apart from the under-
outputs standing that they should contribute to creating opportunities which allow the GoG to en-

hance national policies/strategies targeted by BS and improve their implementation. In
particular, the theory of change assumes that BS strengthens the links between external
aid and national budget and processes. This comes through a better application of aid ef-
fectiveness principles (including greater use of country systems and harmonisation be-
tween DPs) and enhanced policy dialogue structure and processes.

BS funds should also contribute to increase the fiscal space of the GoG while reducing the
resource gap and ensuring further discretion in resource management. The dialogue
should allow for monitoring policy implementation highlighting any specific bottlenecks, in-
cluding specific needs to be fulfilled through additional measures. Capacity development
support and other accompanying measures (e.g. interventions like the GIFMIS® pro-
gramme in the PFM area) can reinforce policy implementation where deemed important by
both the GoG and DPs.

It is important to highlight that the three BS inputs interact with each other, with the contex-

tual factors and with other government and non-government interventions to create oppor-
tunities for the GoG to strengthen its own policy and institutional processes.

3 In general, accompanying measures cover interventions which were: i) financed by BS DPs; ii) closely linked to BS
operations (including to the MDBS and SBS-specific frameworks); iii) were provided either as part of the BS package
or through complementary projects. More specifically, accompanying measures cover institutional capacity-building
components embedded in BS programmes or complementary interventions, including stand-alone technical assis-
tance, specific analytical work or more comprehensive programmes such as in the PFM area.

4 First and second Ghana Poverty Reduction Strategy, first and second Shared Growth and Development Agenda

5 Five underlying principles (MDBS 2008): i) Continuing sound_macroeconomic policies and management;
if) Commitment to achieving the GPRS 1l objectives and MDGs; iii) Sound budgeting and PFM systems;
iv) Continuing peace and respect for human rights, the rule of law, democratic principles, and the independence of
the judiciary; and v) Good governance, accountability of the GoG to the citizenry, and integrity in public life, including
the active fight against corruption.

6 For instance, the financial support provided by DPs at the local level via the District Development Facility have not
been considered as BS because, among other reasons, funds are not integrated into the national budgeting system.

7 As an illustration, GoG agreed on a USD 3 billion loan facility with China in 2011,

see http://www.mofep.gov.gh/sites/default/files/reports/CDB_Loan_Summary 050112.pdf

8 Ghana Integrated Financial Management Information System
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Level 3 -
Induced
outputs

Level 4 —
Outcomes

Level 5 -
Impact

The induced outputs® concern the expected positive changes in the quality of public poli-
cies and processes, the strengthening of public sector institutions and local governments,
the quality of public spending (increased allocative and operational efficiency) and the re-
sulting improvements in public service delivery.

At service delivery level, induced outputs concern all public actions in the areas/sectors
targeted by BS and include, for instance, interventions aiming at achieving universal
health coverage in the Health sector, environmental mainstreaming activities implemented
by the Environmental Protection Agency in the ENR sector, initiatives aiming at accelerat-
ing modernisation in the agriculture sector, etc.

In this context, a number of persistent challenges in Ghana’s public administration such as
debt sustainability, inconsistencies in public investment planning, and weak budget plan-
ning and execution (including overall poor credibility of the budget and inadequate com-
mitment controls) have received particular attention in the analysis carried out. In addition,
given Ghana'’s ongoing decentralisation process, a specific focus has also been put on the
evolution in local government capacity.

The outcome level synthesises the envisaged and/or unexpected short- medium-term ef-
fects of the enhanced GoG policies and spending actions at the level of final beneficiaries
— service users and economic actors. The outcomes indicated in the IL diagram corre-
spond to policy objectives pursued by the specific sector strategies identified in BS opera-
tions.

This level highlights the positive medium- to long-term effects on sustainable economic
growth, poverty reduction, empowerment of the poor, and other issues and priorities speci-
fied in the BS operations being subject of the evaluation. The impact indicated in the dia-
gram correspond to high level objectives stated in Ghana’s national development strate-
gies (GPRS | & Il and GSGDA | & 1) and explicitly shared in the BS operations.

9 As explained in the OECD-DAC methodological approach for budget support evaluations, “the accomplishment of a
policy reform has to be considered as an ‘output’ in the intervention logic. It cannot be considered as an ‘outcome’
because it does not represent per se a benefit to the people targeted by the BS. On the other hand, the accomplish-
ment of a policy reform is not a direct output of the BS programme although the programme may have been designed
to promote it, but rather an accomplishment of national stakeholders influenced by a number of other factors including
BS. That is why this crucial level of the CEF is called ‘induced outputs™.
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Figure 2

Overall intervention logic
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2.4 Main tools for data collection and analysis

The table below summarises the mix of data collection tools and methods that was used for the differ-
ent levels of analysis.

Table 1 Main tools for data collection and analysis

Step 1 (direct con- Step 2 (sector outcomes)

tribution) Health Agriculture

Documentary review v v v v
Semi-structured interviews (central v v v v
and local level)
eSurvey v
Political economy analysis v v v v
Sta_tistica}I analyses and analyses v v v v
of financial data
Econometric analysis v’
Benefit incidence analysis v
Focus group v
Site visits/direct observations v v v
ENR Expert panel v v

2.4.1 Documentary review

A reference library comprising about 3,000 documents from a multitude of sources has been collated
for this evaluation. It includes:

o National and sectoral strategies / policies;
e Thematic documents related to each sector covered by this evaluation, and beyond;
¢ Information about most budget support interventions and related accompanying measures;
¢ Abundant documentation about the MDBS - structure, dialogue, PAFs, etc.;
¢ Numerous background documents at sector and country level;
o DP strategies;
e Other documents.
The main references are listed in Annex 2 (Volume 3).

2.4.2 Semi-structured interviews (central and local level)
The team conducted about 200 interviews covering a diversity of stakeholders:
o Key government officials / departments at both centralised and decentralised levels;
e DPs having provided BS, and ‘non-BS DPs’;
¢ Non-state actors: civil society, private sector;
¢ Academia and research institutions;
o Other: representatives of regulatory bodies; project staff; public services users; etc.
Annex 3 (Volume 3) provides a list of interviewees.

During the inception phase, the team elaborated a database of ‘potentially interesting persons to meet’
at central level. For each key informant, information on the organisation, the position held and the con-
tact details were recorded. This tool facilitated the organisation of semi-structured interviews and, in
particular, ensured that sufficient informants with a good level of institutional memory would be spoken
tolC. It was also used to identify the participants to the eSurvey. In the end, the database contained
more than 600 contacts and covered around 100 organisations (public entities, DPs, civil society or-
ganisations, the private sector, research and academic institutions, independent consultants, etc.).

10 During the inception mission, efforts were made to collect names of key informantswho were not in the country
any longer in order to address issues of limited institutional memory within certain organisations.
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2.4.3 eSurvey

The eSurvey (online stakeholder survey) was geared towards the collection of information on issues
related to: i) the design and implementation of the BS operations under consideration; ii) policy re-
forms supported by BS and their results at outcome and impact level. The survey was primarily target-
ed at national level stakeholders (including government officials across the different line ministries and
institutions, development partners and civil society) strongly or partially involved in BS operations. The
survey complements the information gathered through documentary reviews, interviews, focus groups
and quantitative analyses.

The survey featured the same set of questions for all categories of respondents, although — according
to the group and the question — there were differences in the depth of the replies and the views ex-
pressed. Around 400 potentially relevant key informants with contact details were identified drawing on
various sources of information. A total of 112 persons responded to the questionnaire. Most respond-
ents were involved in policy formulation and implementation and had access to data and reports on
the evolution in the main sectors targeted by BS. More than half of the respondents had some experi-
ence of BS and related policy reforms implemented between 2008 and 2012. A quarter of the re-
spondents had some experience of BS and related policy reforms implemented before 2008.

2.4.4 Political economy analyses

Political economy analyses were performed by drawing on knowledge from recent studies. The anal-
yses adopted a historical perspective. This qualitative analysis was the result of the processing of in-
formation collected through a variety of sources, including journals of economic literature and the liter-
ature on institutional developments of the country; a qualitative analysis of available data on growth
and poverty trends; and interviews with high profile key informants. Elements of the analyses are pre-
sented directly in the various EQs.

2.4.5 Quantitative analyses

For most of the EQs, the evaluation team performed simple statistical analyses using financial data,
data on service provision and development outcomes. In addition, the following more sophisticated
analyses were performed for the in-depth case study in the Health sector:

e Econometric analysis: The purpose of the econometric study was to estimate the causal ef-
fects of a range of health resources on service delivery outputs and health outcomes. It sought
to complement the evidence gathered from other sources in the Step 2 analysis of the health
sector by identifying some of the main determinants of sector results. The econometric ap-
proach applied fixed effects estimation at district level to an annual panel dataset for 2012-
2015. The panel covers all districts in the country and was constructed from various sources
of administrative data (including the District Health Information Management System -
DHIMS). Simpler, regional-level estimates for 2005-2013 were considered from a complemen-
tary perspective. Annex 7 provides more details on the econometric analysis.

¢ Benefit-incidence analysis (BIA): BIA studied the distributional patterns of the Government of
Ghana'’s (GoG) spending on public health care, in particular with regard to the poorest individ-
uals and regions. Following standard methodology, the ‘benefits’ are the shares of the national
GoG budget for health facilities that can be attributed to the different poverty quintiles of the
national population based on their actual attendance of these facilities. The BIA presented
here builds on an existing similar study for the health sector in Ghana, which used data for
2006, and updated those estimates with more recent data from 2013-2015. A comparison of
key results in 2015 and 2006 identified changes in the distribution of public health care bene-
fits over the evaluation period to inform both the Step 1 and 2 analyses. Annex 7 provides
more details on the BIA.

The two other key sectors (environment and natural resources; agriculture) did not meet the feasibility
conditions - either in terms of data availability and structure or BS and service delivery approaches -
for more econometrics and BIA, and the analysis in these sectors thus relied on other methods / tools.

2.4.6 Focus groups (central and local level)

At the beginning of the evaluation it was envisaged to organise several focus groups, but, due mainly
to difficulties in bringing together participants, only one focus group (in the health sector) could even-
tually be organised. The focus group included representatives from the GoG (financial controller at
MoH) and from three DPs (Danida, EU, DFID). The aim consisted in collecting qualitative information
and reaching a consensus on (1) the direct effects of BS and (2) the influence of health sector policies
on sector outcomes. The discussion was structured around a few key questions and the design used
elements from the literature review and individual interviews carried out in the previous phases. De-
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spite its usefulness, the focus group had some important limitations: (1) a small number of partici-
pants, (2) limited institutional memory of some participants, (3) limited time available (only one hour)
due to organisational issues.

2.4.7 Site visits/direct observations

During the main field mission, the evaluation team undertook a number of visits outside the capital to
deepen the understanding of the sectors and assess how policies have been implemented at the local
level: Central region (sites: Cape Coast for Health and Dunkwa for ENR), Ashanti (ENR) and Northern
Region (decentralisation). The sites were selected based on parameters such as wealth (based on da-
ta from the Ghana Living Standards Survey), geography, logistics and service delivery/public interven-
tions carried out in the area.

2.4.8 Expert panel to validate findings in the ENR sector

In the ENR sector, the availability of quantitative data represented a big challenge for the analysis. To
enhance the analysis of development outcomes and their determining factors, the evaluation team
convened a panel of ENR experts. Building on the evidence gathered by the evaluation team through
interviews and documentary reviews, the panel provided an independent assessment of the main de-
terminants of development outcomes in the sector. The review of the panel focused on the major de-
velopment outcomes in the ENR sector, particularly on forestry (forest quality and forest cover), biodi-
versity and pollution aspects. The panel members assessed the analysis made using i) a scoring of
closed questions (to make the contributions of the different panellists comparable) and ii) a qualitative
assessment. Annex 9 (Volume 3) provides more information on the ENR panel.

2.4.9 Datasets

In addition, and as a basis for subsequent analyses, several datasets have been elaborated as sum-
marised in the table below.

Table 2 Overview of datasets elaborated

Dataset \ Description

Datasheets with comprehensive list of BS operations, tranche structure, planned

lsenios; ol e el allons and actual disbursements, disbursement dates, etc.

This includes two types of tables on the national budget:
¢ Actual expenditure: Public accounts tables consolidated by the Controller

Sl D 68 and Accountant General Department (CAGD);

e Voted budget: Budget Appropriations (budget statements).
Health resources, service Panel datasets at district and regional levels, with annual data on physical, hu-
delivery outputs and health man and financial resources in the health sector, as well as indicators of service
outcomes delivery outcomes and health outcomes (for econometric analysis).

Cross-sectional dataset at regional level, by poverty quintile and type of health
Health budget and user data | facility, with health budgets of budget management centres, data on health facili-
ty attendance and poverty status of users (for benefit-incidence analysis).

Macroeconomic indicators Datasheets with GDP, Inflation rate, etc.
Service delivery and out- Database (STATA) with information from administrative data and survey data
come data (LSS, DHS, etc.).

Datasheets

o MDBS reviews (PAF targets/triggers and policy objectives, SWG, etc.)
e Good Governance indicators: CPIA, Corruption Perceptions Index, etc.
e PEFA indicators

Other

2.5 Challenges and limitations

The team faced a number of challenges with regard to the collection and analysis of data and infor-
mation. These include the following:

e Financial data: The main challenge concerns the fact that Ghana’s financial reporting does not
allow to have a comprehensive and detailed overview of actual public expenditure in the vari-
ous sectors. In particular, in the health sector, the analysis of the financing profile over the
evaluation period (foreseen in the econometric analysis) was difficult because of lack of con-
sistent data series and consolidated financial reports presenting budgets and expenditure from
all sources. It was difficult to assess on what basis resource allocation was made and whether
it has improved over time. As a consequence, an array of financial data sources, which are
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neither consistent nor comparable, had to be used (see health sector note in Volume 2b for
more details). This problem also affected the benefit incidence analysis.

¢ High staff turnover on both the GoG and the DP sides meant that institutional memory of some
interviewees was limited. This represented a challenge for the team’s effort to obtain an over-
view of the entire evaluation period, especially since the evaluation covered 11 years (2005-
2015). This was mitigated by: i) the extensive documentary review carried out; ii) the eSurvey
which also covered people not in the country any longer; and iii) the good network established
and efforts deployed by the team to reach out to key informants with knowledge of the earlier
years of the period.

e Contextual data: In the econometric study for the Health sector, a key challenge was that the
sector management information system contained only a part of the data needed for the anal-
ysis; it was thus necessary to construct the dataset by manually linking multiple sources. Spe-
cifically, there were virtually no systematic annual data on contextual variables with sufficient
coverage at district level. To the extent that relevant external factors changed within districts
over time but were not included in the regressions, the econometric results should be inter-
preted with some caution. Similarly, health budget data at district level, except for 2015, were
not made available to the evaluation team.

o Data on planned and disbursed BS: Among MDBS partners, only one DP did not react to the
evaluation team’s requests for information on the BS operations provided in the country. Given
the fact that it has been the smallest BS contributor in the country and the most important in-
formation related to this DP could be retrieved from other sources, this situation does neither
have a significant impact on the inventory of BS operations nor on the overall analysis carried
out in the evaluation.

3 Context

3.1 The social, political and economic context

Ghana was the first West African country to gain independence from colonial rule. Since multi-party
democracy was restored in 1990, seven consecutive competitive general elections have been held,
resulting in three transfers of power between the ruling party and the main opposition party.* There
were no reports of major violence recorded during the most recent elections, which have been de-
scribed as generally free and fair by international and domestic observers.

The population is moving steadily into urban areas. By 2012, this trend resulted in the population be-
ing equally split between urban and rural areas, while in 1991 70% of the population was still living in
rural areas. The populations of Accra and Kumasi'? have grown exponentially but outside of these
metropolitan areas, it has grown more quickly in towns and smaller cities than in larger cities. The total
population of the country has increased from 18.9 million in 2000 to 24.7 million in 2010 with a rec-
orded annual intercensal growth rate of 2.5% in 2010 (against 2.7% in 2000). At the end of the evalua-
tion period, life expectancy was above 61 years and newborns in Ghana were expected to live four
years longer than newborns born in 2000.

After over a decade of stable annual growth at around 4.5%, Ghana’s Gross Domestic Product (GDP)
began to increase in the early 2000s. Ghana'’s gains in democratic governance since the 1990s and a
robust pro-poor growth in the early 2000s created strong incentives for DPs to engage in a close de-
velopment co-operation partnership with the GoG. The start of the evaluation period coincides with
the completion of the HIPC*3 process initiated in the late 1990s and a surge in external aid (see also
EQ1 in section 5 below).

As illustrated in the figure below, Ghana’s economy grew more quickly than most of the other Sub-
Saharan African economies between 2008 and 2013 and more quickly than the average among lower-

111n 2008, the New Patriotic Party (NPP) which was in power since 2000 lost the elections to National Democratic
Congress (NDC). In the 2012 elections, the candidate for the NDC party, the incumbent President John Mahama,
was declared as the winner with 50.7% of the vote (turnout was high at over 79% of registered voters). The elec-
tion results were challenged by the losing party, the New Patriotic Party (NPP), which filed a petition to the Su-
preme Court. However, the outcome of the case confirmed the NDC as the winning party. In the 2016 elections,
former foreign minister Nana Akuffo-Addo of the NPP was elected President on his third attempt, defeating in-
cumbent President John Mahama of the NDC.

12 Between 1991 and 2012, over 8 million Ghanaians migrated to urban areas, mostly into the metropolitan areas
of Accra and Ashanti (capital city: Kumasi), which gained over 2.4 million inhabitants each.

13 Heavily Indebted Poor Countries Initiative.
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middle-income countries between 2010 and 2013*. Ghana discovered oilfields in commercial quanti-
ties in 2007 and accessed the “middle-income country” status in 2010. However, during the last dec-
ade, economic growth was quite volatile, reflecting frequent policy “stop and go” situations and various
supply and demand shocks.

Although the country experienced an increase in per capita GDP from around USD 2,500 (PPP, 2014)
in 2006 to 4,000 in 2014, slippages in fiscal management resulted in large public debt accumulation
that erased the benefits of debt forgiveness of the early 2000s. As a high risk debt distress country
Ghana, in 2015, is exposed to external and domestic sources of vulnerability, including risks of refi-
nancing of non-concessional short-term debt and international obligations, and changes in external
environment (see also EQ3 below).

Figure 3 Real GDP growth over the last 25 years

15 4
13
11

Ghana +ee+ee Lower middle income e= = Sub-Saharan Africa (developing only)

Source: World Development Indicators (WDI)

Poverty has decreased by half over the last two decades. However, the highest rate of poverty reduc-
tion of 13% was recorded between 1991 and 1998. Since then, and despite increasing GDP growth,
the speed of poverty reduction has declined to 11% between 1998 and 2005 and to 7% between 2005
and 2013. There are still important geographical disparities with the three northern regions having the
highest incidence of poverty. Moreover, 80% of the poor lived in rural areas in the past decades.®

Box 1 Ghana’s progress on the Millennium Development Goals

Ghana’s progress on the Millennium Development Goals (MDGs) has been mixed. Targets such as
halving extreme poverty (MDG1A), halving the proportion of people without access to safe drinking
water (MDG 7B), universal primary education (MDG 2A) and gender parity in primary school (MDG 3)
have been attained. Substantial progress has been made in reducing HIV prevalence (MDG 6C), ac-
cess to ICT (MDG 8F) and reducing the proportion of people suffering from hunger.

However, only slow progress has been made on full and productive employment (MDG 1B), equal
share of women in non-agriculture wage employment, and women’s involvement in governance (MDG
3), reducing under-5 and child mortality (MDG 4), reducing maternal mortality (MDG 5), reversing envi-
ronmental resource loss and improving sanitation (MDG 7)%6.

14 GDP growth peaked in 2011 mainly because of the rebasing of GDP and the discovery of oil.

15 Inequalities between regions explain, on average, 40% of the total change in the Gini, which was situated at
42.8% in 2005. See World Bank, 2015: Poverty reduction in Ghana: “The crucial role of the spatial dimension in
explaining income inequality is evident in the magnitude of disparities across regions. The incidence of poverty
has historically been higher in the north than in the rest of the country because of the less favourable climate, the
distance from the sea, and the lack of infrastructure. (...) In 2012, as a result of this gap, nearly 40 percent of the
poor were living in the north, which accounted for only 17 percent of the country’s population and despite the
large outflows to the richer south. The number of the poor was rising in the north, while it was declining every-
where else.”

16 Further details, also related to regional disparities, e.g. in GoG (NDPC), 2015: Ghana Millennium Development
Goals 2015 Report.
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3.2 The policy and institutional framework

3.2.1 Ghana’s public sector

Ghana is a constitutional democracy with a unicameral parliament. The head of state and government
is the executive President who is directly elected by universal adult suffrage. The President can serve
for a maximum of two four-year terms. The Members of Parliament (around 230) are directly elected
by universal suffrage from single-seat constituencies for four-year terms. The cabinet, known as the
Council of Ministers, is nominated by the President and approved by Parliament.

The Public sector is structured around a system of Ministries, Departments and Agencies (MDAs) and,
at the local level, Metropolitan, Municipal, District Assemblies (MMDAS).The country is divided into ten
administrative units or regions, each headed by a regional minister appointed by the President. The
assemblies are the highest units of local government. There are three types: metropolitan, municipal
and district. There are also sub-district political and administrative structures which are subordinate
bodies of the assemblies. These include sub-metropolitan, district, urban, town, zonal and area coun-
cils and unit committees. They perform functions assigned to them by law or delegated to them by the
assemblies.

3.2.2 National development policy framework

Ghana issued its first Poverty Reduction Strategy (GPRS I) in 2003 to cover the period 2003-2005"7. It
established five areas of intervention, described as ‘pillars’, namely: infrastructure development, agri-
cultural development, enhanced social services delivery, strengthening of governance institutions and
private sector development. In 2005, Ghana issued the successor Growth and Poverty Reduction
Strategy Il (GPRS II, 2006-2009). GPRS Il was intended to introduce a shift of strategic focus, even
though many of the actual programmes were implemented in the same areas as before. The central
goal of the new policy was to accelerate the growth of the economy so that Ghana could achieve mid-
dle-income status within a measurable planning period. In 2010, following sustained economic growth,
Ghana attained lower middle income status. A new national development strategy, the Ghana Shared
Growth and Development Agenda (GSGDA 1), was formulated for the period 2010-2013. The last
strategy paper adopted (GSGDA 1l — 2014-2017) follows the structure and main lines of its predeces-
sor.

3.2.3 Public financial management

There are four main sources of funding for public expenditure in Ghana: i) the GoG central govern-
ment funds (the “Consolidated funds”); ii) five “Statutory funds”*8; iii) MDAs internally-generated funds;
iv) DPs’ funding. The main central GoG agencies relating to PFM are the MoF, the Controller and Ac-
countant General’'s Department (CAGD) which reports to the MoF, the Public Services Commission
(PSC), the Office of the Head of the Civil Service (OHCS), the State Enterprises Commission (SEC),
and the National Development Planning Commission (NDPC).'® The Bank of Ghana is the Govern-
ment’s banker but the GoG also operates accounts at commercial banks. External scrutiny agencies
include the Ghana Audit Service (GAS), headed by the Auditor-General, and two Parliamentary com-
mittees, the Finance Committee (FC), and the Public Accounts Committee (PAC).

There was no overarching and coordinated reform strategy to guide the Public Financial Management
(PFM) reforms in Ghana during the evaluation period. The 2006-2009 PFM Short and Medium-Term
Action Plan was only partly implemented with a significant amount of outstanding issues. There has
not been a comprehensive plan for PFM reform in the subsequent years. The suite of reforms associ-
ated with the Ghana Integrated Financial Management Information Systems (GIFMIS) that began in
2010 may be considered to represent a large part of the PFM reform programme which was ongoing
during the evaluation period. A comprehensive review of PFM was carried out during the second half
of the period under review. A PEFA assessment was undertaken in 2012 to track the progress since
the last assessment in 2009. The review of PFM culminated in the approval of the PFM Reform Strat-

17 After some delays due to the change of Government and a number of amendments and additions to the initial
draft, the strategy paper was formally approved by Cabinet in late 2002 and by Parliament in February 2003.

18 Earmarked revenue sources are allocated to five “Statutory funds” (Ghana Education Trust Fund; National
Health Insurance Fund; District Assemblies Common Fund; Road Fund; Petroleum Fund) by legislation. They
amounted to close to 20% of all tax and non-tax revenue during the evaluation period. The resources transferred
to these funds can be spent only on goods, services and capital expenditure in the respective sectors.

19 Also part of the central management framework, and critical for PFM, are the Public Procurement Authority
(PPA), the Internal Audit Agency (IAA), and the Ghana Revenue Authority (GRA).
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egy 2015-2018 in June 2015. The PFM Strategy document broadens PFM reforms from the previous
focus on GIFMIS.2°

3.2.4 Good governance (Fight against corruption)

Ghana’s score on the Transparency International Corruption Perception Index has been improving
over the past decades. However, perceived corruption remains high and public cynicism towards the
fight against corruption is regularly highlighted in high level cases reported by the media. Interviews
carried out indicate that there is a growing perception that corruption in the public sector is on the rise.

Ghana has a number of vibrant anti-corruption organisations. These include the Ghana Anti-
Corruption Coalition (GACC), a cross-sectoral grouping of public, private and civil society organisa-
tions. The GoG launched a National Anti-Corruption Action Plan (NACAP) in November 2014, which
had been under development since 2009. It also took some measures to improve public procurement
such as the amendment of the Public Procurement Act 2003, the revision of the 2007 Procurement
Regulations, etc. The Whistleblowers Act 2006 provides for the protection of withesses/informants
from prosecution and victimisation and the Anti-Money Laundering Act 2008 criminalises money-
laundering related offences.

3.2.5 Decentralisation process

For several decades, the GoG has pursued a decentralisation reform as part of wider efforts for en-
hancing good governance. Its objectives are enshrined in the 1992 Constitution of Ghana which stipu-
lates that “Parliament shall enact appropriate laws to ensure that functions, powers, responsibilities
and resources are at all times transferred from central government to local government units in a co-
ordinated manner”. This constitutional requirement has been further articulated in local government
legislation just as it led to the creation of the District Assemblies Common Fund (DACF) for manage-
ment of development transfers to the local governments (Metropolitan, Municipal and District Assem-
blies — MMDAs). GoG sought to bring together various DP support in the early 2000s. DPs and GoG
decided to support a jointly funded performance based development grant to MMDASs: the District De-
velopment Facility (DDF) — operational from 2008.

However, it was acknowledged that further real progress of the decentralisation reform would require:
i) a more coherent and coordinated approach; ii) policy clarification to guide implementation, in particu-
lar in terms of linkages between the local government reform (in a narrow sense) and overall decen-
tralisation aspects at sector level. A first Decentralisation Policy Framework (DPF ) was finally
launched in April 2010 and was accompanied by a five-year Action Plan (NDAP 2010-2014). An Inter-
Ministerial Coordinating Committee Secretariat (IMCC) was established as the key institutional mech-
anism for policy coordination and for ensuring that the objectives of the DPF were attained. A specific
Legislative Instrument, the “Local Government Instrument” (L.1.1961), was enacted in 2009 and came
into force in early 2010. It initiated the creation of 17 deconcentrated ‘Departments’ in the districts
(Departments of the MMDASs) and established the Local Government Service (LGS), migrating over
30,000 civil servants working in the districts and the regions from the Civil Service to the LGS. Further
details are provided in EQ5 (section 5 below).

3.2.6  Sector strategic and institutional frameworks

Health

In Ghana, the health sector policy orientations are translated into sector medium-term development
plans (HSMTDP), which are in turn translated into Annual Programmes of Work (APoWs). In Septem-
ber 2007, GoG finalised a comprehensive National Health Policy “Creating Wealth through Health”
which redefined the broad goals and objectives of the health sector. During the evaluation period,
three key strategies were implemented by the MoH, its agencies and partners to reach sector objec-
tives: i) the Community Health Planning and Services (CHPS), which was adopted as a national pro-
gramme to bridge the gap in healthcare access?; ii) the National Health Insurance System (NHIS),
which was developed to address the problem of financial barriers to healthcare access due to out-of-
pocket payment for health care at the point of service delivery; ii) the Millennium Development Goals

20 In recent years, preparatory work was also carried out in relation to the Public Financial Management Act of
2016 (Act 921) which provides a comprehensive legislative framework to the operations of the entire public sector
(including central government, local authorities, statutory boards and State-Owned Enterprises). The Act was
passed in August 2016, outside the period under review but the bulk of the drafting process was undertaken in the
previous years.

21 The aim of this policy is to attain the goal of reaching every community with a basic package of essential health
services towards attaining Universal Health Coverage and bridging the access inequity gap 2020.
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Acceleration Framework (MAF), which was developed in 2010 by the MoH and Ghana Health Service
(GHS) in collaboration with DPs, in order to accelerate progress in achieving the goals which were
likely not to be met by 2015.

The health sector institutional framework is characterised by the important role played by various or-
ganisations which are independent from MoH: the Ghana Health Service (GHS), an autonomous Ex-
ecutive Agency established by the Ghana Health Service and Teaching Hospitals Act in 199622; the
Christian Health Association of Ghana (CHAG), an umbrella organisation that coordinates the activi-
ties of the Christian Health Institutions and Christian Churches’ Health programmes in Ghana; and the
National Health Insurance Agency (NHIA), established as a regulatory body for health insurance oper-
ations in 2003%,

Education

The strategic framework of the GoG for the education sector is spelled out in long term Education
Strategic Plans (ESP). The ESP 2010-2020, the fifth one of this kind, has been guided by policy initia-
tives that emerged in the years following the publication of the previous ESP in May 2003, most nota-
bly the National Education Reform (NERIC, 2007) and resulting 2008 Education Act. A number of sub-
sector strategies were also developed during that period, such as in Science, Technology and Mathe-
matics Education — STME, ICT in Education, Vocational Education and Training — TVET, Inclusive
Education, Special Educational Needs — SpED, etc.

The 2008 Education Act clarified the role of the main sector stakeholders: the Ministry of Education
(MoE), the National Teaching Council (which has wide-ranging powers regarding the professional de-
velopment, quality, registration and licensing of teachers), the National Council for Curriculum and As-
sessment — NCCA (with overall responsibility for the national curriculum and student assessment at
the 1st and 2" cycles), the National Inspection Board (NIB), and district assemblies.

Environment and Natural Resource Management (ENR)

In the early 2000s, a lack of a coherent overall policy statement and definitive strategy on environment
and natural resource management was identified as a limitation to implementing a sector wide ap-
proach in the sector. In response, the government prepared an overarching policy statement in 200724
and later, in 2009, presented another document, the NREG?®> Statement of Policy, reiterating the GoG
policy commitments and strategies for the sector. Among other things, these documents identified the
need to harmonise and coordinate the discrete and sometimes conflicting policy documents operating
in the sector. During the evaluation period, a major policy action was the GoG’s decision to be the first
country in the world to commence negotiations on a Voluntary Partnership Agreement (VPA) concern-
ing trade in legal timber with the EU. Significantly, GoG is also implementing, the Extractive Industries
Transparency Initiative (EITI) via a multi-stakeholder process that includes representatives of the gov-
ernment, industry, and civil society.

After some evolutions in the institutional environment in 2009%, the sector is now composed of two
parent ministries: the Ministry of Environment, Science, Technology and Innovations (MESTI) dealing
with the brown environment (pollution) and climate change and the Ministry of Lands and Natural Re-
sources (MLNR) that deals with lands, forestry and mining. The main agency within MESTI responsi-
ble of environmental management and regulation is the Environmental Protection Agency (EPA). The
EPA is also responsible for the climate change agenda. For the MLNR, the Forestry Commission,
Lands Commission and Mineral Commission are the responsible agencies.

Private sector development (PSD)

Private sector competitiveness has always been a key pillar of national development policies since the
first Ghana Poverty Reduction Strategy. A specific Private Sector Development Strategy (PSDS) was

22 |t is responsible for implementation of national policies under the control of the MoH. It continues to receive
public funds and thus remains within the public sector; however, its employees are no longer part of the civil ser-
vice, and GHS managers are no longer required to follow all civil service rules and procedures.

23 The NHIA regulates and supervises Health Insurance Schemes, accredits and monitors healthcare providers
and manages the national health insurance fund (NHIF).

24 Letters of Development presented to the Development Partners, to indicate government commitment to imple-
menting a sector wide strategy across the subsectors.

25 Natural Resources and Environmental Governance.

26 The Ministry of Environment and Science was created in 1993, but dissolved in 2006 when the environment
portfolio was added to the Ministry of Local Government. It was reconstituted in 2009 as Ministry of Environment
Science and Technology (MEST) and renamed Ministry of Environment, Science, Technology and Innovation
(MESTI) in 2013. Before 2006 and after 2009, EPA was under the direction of MESTI and its predecessors while
it reported to the Local Government Ministry in the period 2006-2009.
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formulated in 2003 and finally adopted in 2004. It was accompanied by an action plan covering the pe-
riod 2005-2009%". A National Trade Policy and its related implementation plan (the Trade Sector Sup-
port Programme - TSSP) were launched in February 2005 to further guide the specific interventions to
be carried out in the trade sector.

In 2009, the newly elected government decided to build on the achievements of the first PSDS and
started the formulation of a PSDS II. A new institutional set-up was designed, the scope of the strategy
was expanded and four flagship initiatives (Reforming the business environment; Financial innova-
tion/intermediation; Stimulating export diversification; and Improving business linkages) were identi-
fied. However, difficulties in establishing the governance structure in charge of supervising the strate-
gy were compounded by a lack of resources to finance the strategy’s action plan. The implementation
of the PSDS Il faced important delays and the strategy never really took off. In the meantime, a num-
ber of specific strategies were developed: the National Export Strategy and the Ghana Industrial Poli-
cy?®in 2011; and the Financial Sector Strategic Plan Il (FINSSP 1) in 2012.

The Ministry of Trade and Industry (MoTI)?® was the main institution involved in the implementation of
the PSDS strategic framework.2° Other key ministries include: Finance, Employment and Social Wel-
fare, Local Government and Rural Development, Food and Agriculture, and Justice. PSDS | imple-
mentation was supervised by an Oversight Committee comprising representatives from both GoG (in-
cluding the key ministries mentioned above) and the Private sector (e.g. the Private Enterprise Foun-
dation, the Federation of Association of Ghanaian Exporters, the Trades Union Congress).

Agriculture

The sector consists of: i) crops and livestock, ii) cocoa, iii) fisheries, and iv) forestry. A comprehensive
sector strategy was developed in 2007, the ‘Food and Agriculture Sector Development Policy II’
(FASDEP 11). Since then, a number of policy developments took places!. Ghana signed its CAADP??
Compact in October 2009. A Fisheries and Aquaculture Sector Development Plan was launched in
2011. A strategic document on irrigation, ‘National irrigation policy, strategies and regulatory
measures’, was finalised in 2011 and a tree crops policy was developed in 2012. Finally, the G-8 New
Alliance for Food Security and Nutrition Cooperation Framework was designed in Ghana in 2012.

The subsectors fall under different MDAs. The Ministry of Food and Agriculture (MOFA) is the lead
ministry for the sector and is responsible for non-cocoa crops, livestock and fisheries. COCOBOD? is
responsible for cocoa, coffee, and peanuts, and is under MoF. The Ministry of Lands and Natural Re-
sources is responsible for the forestry subsector.3

Other

Together with the attainment of the middle income status, adopting an overall social protection sys-
tem became a central goal in the national policy framework of Ghana in the mid-2000s. A National So-
cial Protection Strategy was finally launched in 2007 with the objective to ‘create an all-inclusive socie-
ty through the provision of sustainable mechanisms for the protection of persons living in situations of
extreme poverty, vulnerability and exclusion’. The strategy largely relies on a flagship initiative, the
Livelihood Empowerment Against Poverty (LEAP) programme, a cash transfer scheme introduced in
2008.

27 The Action Plan was expected to be largely financed by external resources via a joint financing mechanism in-
volving DPs active in the sector (Denmark, DFID, France, the EU and the World Bank).

28 The Ghana Industrial Policy mainly focuses on the manufacturing sector.

29 Formerly: Ministry of Trade and Industry, Private Sector Development, and President’s Special Initiatives.

30 |t is important to note that the institutional setup around the PSDS changed over the evaluation period. In par-
ticular, in 2009, the new President declared that the PSD agenda would be driven and monitored directly from the
Presidency. In 2015, the responsibility came back to the Ministry of Trade and Industry.

31 For the forestry sub-sector, see the section above on Environment and Natural resources.

32 The Comprehensive Africa Agriculture Development Programme (CAADP) is Africa’s policy framework for agri-
cultural transformation, wealth creation, food security and nutrition, economic growth and prosperity for all. In in
2003, in Maputo, Mozambique, the African Union (AU) Summit made the first declaration on CAADP as an inte-
gral part of the New Partnership for Africa’s Development (NEPAD). See http://www.nepad-caadp.net/

33 Ghana Cocoa Board.

34 Other key sector institutions include: the Agricultural Research Institutes of the Council for Scientific and Indus-
trial Research (CSIR) and other agencies in the National Agricultural Research System (NARS) are responsible
for agricultural research. CSIR is under the Ministry of Science and Technology; MOTI supports the production of
selected commodities for local markets and export. At the local level, the Ministry of Local Government and Rural
Development (MLGRD) supports agricultural activities through the Metropolitan, Municipal and District Assem-
blies (MMDAS).
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Substantial evolutions in terms of strategic framework can also be observed in the Energy sector
which covers three sub-sectors: power, petroleum and renewable energy. The GoG launched a Na-
tional Energy Strategy Plan spearheaded by the Energy Commission in 2006. After the discovery in
commercial quantities of petroleum resources (which started in 2007), a National Energy Policy was
developed (and finalised in 2010) to guide the development and management of the country’s emerg-
ing oil and gas sector. In the Transport sector, a National Transport Sector Policy was finalised in
2008 and, the following year, a Ministry of Roads and Highways was established to direct and oversee
road infrastructure development, maintenance and road maintenance financing.

3.3 Budget support

The Multi Donor Budget Support (MDBS) framework was established in 2003. It has included a maxi-
mum of 11 members, namely the African Development Bank, Canada, Denmark, the European Union,
France, Germany, Japan, the Netherlands, Switzerland, the United Kingdom and the World Bank
(WB).

Each year, the MDBS members have conducted an annual review based on two components. The
first component measured progress against specific targets laid out in the three year rolling Progress
Assessment Framework (PAF) covering 12-15 sectors. The second component, the ‘holistic assess-
ment’ was introduced in 2008 and assessed progress towards the overall development strategy
(GPRS Il followed by GSGDA). The last MDBS annual review was carried out in 2013; since then DPs
have either relied on their own assessments or pulled out of BS.

Over the evaluation period, SBS mainly focused on health (Denmark, EU, Japan, UK), education (UK),
natural resource and environmental governance (EU, France, Netherlands, UK, WB), agriculture
(Canada, WB) and decentralisation (EU). The SBS operations were not covered by the MDBS frame-
work, which makes them more difficult to track.

Overall, DPs have provided about USD 3.4 billion in GBS and USD 1 billion in SBS in the 2005-2015
periods®. In addition to that, the International Monetary Fund (IMF) has provided about USD 1 billion in
balance of payments (BoP) support. As illustrated by the figure below, one can observe four different
phases of BS in Ghana:

e 2005-2009: Strong increase of BS, nominal USD disbursements almost doubled in 5 years.
e 2009-2012: BS plateaued at a high level;
e 2013-2014: BS basically came to a halt;

e 2015: BS disbursements resumed at a high level, GBS and SBS disbursements amounting to
more than USD 450 million. However, this does not indicate a return to ‘business as usual’
since about half of these disbursements are linked to tranches that were withheld in the years
2013 and 2014.

The figure below presents the evolution in BS disbursements since 2005. It also includes the balance
of payment (BoP) support provided by the IMF via the Extended Credit Facility (ECF).

35 This does not include USD 400 million of guarantees provided by the World Bank in 2015 for the issuance of
Eurobonds.
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Figure 4 BS disbursements 2005-2015 (in USD million)
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4 Overall synthesis

4.1 Introduction

The OECD-DAC methodological approach for budget support evaluations (3 Step approach) is based
on a comprehensive evaluation framework that emphasises the political responsibility of the govern-
ment and civil society and the role of the context, which interacts at all levels with the results’ genera-

tion process. The evaluation includes:

e An assessment (Step 1) aimed at identifying the specific contribution of the BS operations — in
their interaction with other government, non-government and donor funded programmes and
with the context — to the improvement of government strategies and civil society action.

e An assessment (Step 2) — in the sectors supported by BS and selected as focal sectors of the
evaluation — aimed at identifying the actual achievements in terms of development results and

the policy and non-policy factors that have determined such achievements.

e A synthesis exercise (Step 3) that brings together the results of the two assessments men-
tioned above, aimed at identifying to what extent BS has contributed, through the strengthen-
ing of the policies supported by the different BS components (as described in Step 1), to the

achievement of the targeted development results (as described in Step 2).

Figure 5 Simplified diagram of the analytical framework used in the evaluation
STEP 3
ISTEP 1 > < STEP Z
Level 1 - Inputs Level 2 - Level 3 - Induced Level 4 - Level 5 -
Budget support o[::e::s Outputs Outcomes Impact
(i/ Financial Lutputs Induced effects Short-medium Longer term
transfers; ii/ Direct effects: on Government term development
 Dialogue; opportunities/ policies & Service development results
Y/ AR i aid framework delivery results
measures)
Other
CONTEXT

The sub-sections below summarise the key findings of each of the three analytical steps. Detailed

findings related to Step 1 and Step 2 are presented in section 5.
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4.2 Summary of Step 1 assessments

The provision of BS through the MDBS joint arrangement started in a very positive context with the
country experiencing, for example, robust economic growth, important strides in poverty reduction,
strong progress in demaocratic processes, and increased human rights and freedom of expression. The
national policy framework and aid architecture had developed on strong foundations and the commit-
ment of GoG towards structural reforms was visible in the context of the debt relief initiatives.

During the evaluation period, BS created a number of opportunities for GoG and its international part-
ners to strengthen the national medium-term development framework and its implementation (see also
EQ2 in section 5). In particular,

e BS funds contributed to the expansion in discretionary expenditure observed in the first half of
the evaluation period. However, BS could not prevent a dramatically narrowing fiscal space
caused by the crowding out of budget resources by the wage bill and interest payment, and,
later on, by lower-than-expected oil revenue. The “quantitative” effects of BS financial trans-
fers still continued after 2010, given the rigidity of the country budget. At sector level, BS funds
were used to enhance policy formulation, and intra-sector collaboration, and, above all, helped
MDAs to compensate for the dwindling resources available for their operational costs.

e At least until 2011, BS dialogue has helped GoG to maintain a certain focus on priority spend-
ing actions and to foster policy discussions on important themes for the country’s development
process (e.g. oil economy, decentralisation, PFM). Overall, the MDBS framework played a key
role in strengthening the national aid architecture, enhancing sector dialogue and strengthen-
ing the link between MoF and MDAs.

e BS accompanying measures have been substantial in all policy areas and provided numerous
opportunities to develop analytical work on major policy issues and to strengthen public institu-
tions. Accompanying support was also judiciously provided to an already very active civil soci-
ety for greater participation in national policy processes.

BS has had an obvious added value at the macroeconomic level, especially in the first part of the
evaluation period. It helped the country to enhance the implementation of the HIPC Initiative on debt
relief and to respond to external shocks, such as in 2009. BS has also played a distinctive role in de-
veloping an overarching framework for dialogue and policy monitoring that could not have been devel-
oped so quickly through other means. BS has offered a unique opportunity for small donors to engage
in high-level dialogue and for DPs to speak with one voice. Finally, there have also been clear signs of
policy processes being increasingly domestically led during the evaluation period and BS proved to be
an adequate modality to accompany this evolution.

The evaluation shows that BS has had positive effects on policy reforms and policy implementation at
various levels (see also EQs 2-6 in section 5). For instance:

e GBS funds have contributed to the expansion in basic social services’ coverage in the first half
of the evaluation period. SBS appeared to be an appropriate modality to strategically support
policy implementation in the already well organised Health sector. Although BS was not the
main driver of reform, BS inputs (especially dialogue and accompanying measures) made
positive contributions to the consolidation of the NHIS and the expansion of its coverage.

e BS dialogue and accompanying measures have supported the country in its transition towards
being a middle-income oil producing economy.

e The technical and financial support mobilised through GBS and SBS provided important inputs
to strategy development in sectors such as ENR.

e BS has substantially contributed to strengthening the overall institutional framework for man-
agement of the reform process in decentralisation, and has also had visible positive effects on
intra-/ inter-sector collaboration in other policy areas (e.g. ENR sector).

e BS has contributed to the strengthening of several public institutions (e.g. Ghana Revenue
Agency and Ghana Audit Service in the area of PFM, and Forestry Agency in the ENR sector).
All BS inputs (dialogue/conditionality, financial transfers and accompanying measures) have
played a significant role in this regard.

e BS has helped GoG to improve the monitoring of policy implementation by enhancing policy
dialogue and, despite persisting shortcomings in the availability of reliable data in many sec-
tors, consolidating the role of the National Development Planning Commission.

However, there have been some significant missed opportunities in the provision of BS. In particular, a
suboptimal strategic focus of the MDBS dialogue led to important national challenges being insuffi-
ciently addressed through BS. Particularly noteworthy here are issues relating to public sector mod-
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ernisation, fiscal discipline, fundamental reforms relating to the public finance environment, and the
energy sector, as well as insufficient due diligence on quality of public investments.3¢

Moreover, adverse contextual factors (outside the direct realm of influence of BS) have greatly limited
the direct and induced effects of BS. For instance:

e A number of political decisions — some of them driven by electoral considerations and the
overly-optimistic expectations created by the discovery of oil in commercial quantities — have
led to: i) serious macroeconomic imbalances that have crowded out resources from priority
spending actions, and ii) declining efforts to promote accelerated growth through the diversifi-
cation of the economy and agricultural modernisation.

e The persistence of clientelist and political patronage systems have put a huge strain on im-
proving the allocative efficiency of public spending and achieving greater transparency and
accountability in governance.

e A fragmented institutional environment has contributed to opaque information on public ex-
penditure and has made it particularly difficult to measure in a timely manner, at the aggregate
level, the exact magnitude of the (macroeconomic) challenges facing the country.

e The failure, or only partial implementation, of the public sector reform initiatives carried out by
the successive governments and the weak demand for capacity development by public institu-
tions have considerably limited the overall effects of accompanying measures on the strength-
ening of the public sector.

o Adherence to aid effectiveness principles was made difficult by the important transformations
in the international development finance landscape, including factors such as abruptly de-
creasing commitments to ODA by certain DPs (which was amplified by the country’s access to
the MIC status), growing risk-aversion of many DPs, and increasing aid fragmentation — partly
due to vertical programmes not being well integrated in sector strategic frameworks.

All this has resulted in only a partial implementation of the national medium term development frame-
work. Despite the positive achievements highlighted above, progress has stagnated in other areas.
For instance:

¢ Overall, macroeconomic management and fiscal discipline have weakened although tax reve-
nue has improved (see EQ3).

e Pro-poor spending and public investment have decreased (in relative terms) and allocative
and operational efficiency of public spending remains weak (EQ3).

e Actual improvements in PFM systems have been limited although the costly and protracted ef-
forts deployed in putting in place an integrated financial information system may prove quite
fruitful in the near future, if an increased share of the budget is routed through it (EQ4).

e There was limited progress in transparent and accountable governance despite increased
CSO participation (EQ6).

e The capacities of public institutions and local governments, especially in terms of strategic
planning, have not substantially increased (EQ5 and EQ6).

e Generally, service delivery systems have remained weak (EQS6).

Overall, the modest evolutions observed in the last decade highlight the fact that, despite strong dem-
ocratic governance and robust economic growth, Ghana is still in the middle of a transition period with
considerable persisting challenges. While there have been some missed opportunities and BS has
made only moderate contributions in most policy areas, no evidence was found that an alternative
modality would have ensured greater overall success. In particular, any effort to improve public policy
implementation in Ghana seems to be strongly challenged by various negative contextual factors such
as the ones described above.

36 It should still be noted that BS DPs have, for instance, showed some openness to back GoG’s attempts to pur-
sue new reforms aimed at modernising the public sector as illustrated by the inclusion of specific targets related to
institutional change induced by these reforms in the MDBS PAF (e.g. establishment of the PSR secretariat) or
their financial support to technical notes and fact-finding missions (e.g. World Bank, 2010: Fact findings mission
on the New Approach to Public Sector Reform). But, in general, DPs have remained wary of pushing hard the re-
form process in these politically-sensitive areas.
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4.3 Summary of Step 2 assessments

Overall evolution in terms of economic growth

During the evaluation period, economic growth has remained robust, but with important yearly fluctua-
tions and a decline in recent years. Non-oil growth accelerated in 2011-2012, averaging 8% per year
(helped by high international gold prices, an expansionary policy, and strong cocoa exports), but it fell
to a low of 4% in 2014, and 3% in 2015 (see figure below).

Figure 6 Evolution in real GDP growth (2003-2015)
16
14
12
10
8 'I X NN
— / \ / \
6 - e - \/ \
4 N i
2
0 T T T T T T T T T T T T 1
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Real GDP growth (non-oil) Real GDP growth

Source: World Bank.

Ghana’s recent economic growth has been associated with a shift of the economy out of agriculture
and into services (see figure below). The share of agriculture in GDP declined from over 40% in 2005
to less than 22% in 2014, although it is still the main sector of employment - representing around 43%
of total employment. In 2011, the share of the industrial sectors in GDP exceeded the corresponding
share of agriculture for the first time since Ghana'’s independence in 1957. While such an evolution is
not necessarily an unusual one in a country reaching MIC status, it has been one the fastest in Sub-
Saharan Africa.

Figure 7 Evolution in GDP composition by sector (2003-2015)
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In general, the economy has remained largely undiversified, relying heavily on primary commodities —
namely, cocoa, gold and oil — that accounted for 75% of export receipts in 2014. Most newly-created
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jobs were concentrated in services, but it should be noted that, outside Accra, the bulk of the increase
in the service sector was in low-value added activities (such as retail activities, construction, local
transport) that are not fully integrated in the formal sector. While agricultural productivity increased
substantially in the 1990s and 2000s, this was driven mainly by the cocoa sub-sector. During the eval-
uation period, there have been limited results achieved in terms of modernising the agriculture sector,
including boosting food crop productivity (see also analysis in EQ9).

The competitiveness of Ghana’s economy has also not substantially improved during the evaluation
period. Due largely to a deterioration in the macroeconomic environment, the country’s ranking even
declined from 111" in 2014 to 119" in 2015 on the Global Competitiveness Index (out of 144 coun-
tries). In 2015, Ghana was still among the five top-ranked African countries in terms of Ease of Doing
Business®’. However, reliable electricity supply and access to affordable credit have represented con-
siderable challenges that have adversely affected the development of a competitive private sector.
Other challenges regularly quoted in sector studies and “barometers”s® are the low-skill workforce, cor-
ruption, and inadequate tax systems.

Despite repeated strong commitments made by successive governments, important public policies
completely stalled (for example the new private sector development strategy never took off) or were
only partially implemented (for example the implementation of the agriculture sector strategy eventual-
ly focussed on a few programmes, with mixed performance).

Overall evolution in terms of poverty

Ghana has experienced significant success in poverty reduction, compared with the average of Afri-
can countries. Using the new lower poverty line of GHc 792 (around USD 1.10)%°, extreme poverty de-
clined further from 17% to 8% between 2006 and 20134°. However, progress at the sub-national level
was found to vary significantly across regions and rural-urban locations.

The positive trend has been driven by the sustained economic growth that characterised the country in
the period 1991-2014 (around 4.5% per year in the decade before the evaluation period, and almost
8% per year, on average, between 2005 and 2013). Some important factors have enhanced the distri-
butional effect of growth, thereby accelerating its poverty-reduction impact. According to recent stud-
ies*!, the key factors associated with the relatively high elasticity of poverty to growth (at least until
2006) have been: i) the structural changes in the economy, which have seen a faster shift from agri-
culture to services than in other African countries (see Figure 7 above); ii) the growing level of educa-
tion of the work force; iii) the geographical mobility of the population. These factors have facilitated the
shift from less productive to more productive sectors, jobs and geographical areas, thus creating bet-
ter job opportunities for the poor, although major challenges persist. In addition to this income im-
provement, there are a number of nhon-monetary factors that played a role in reducing poverty, such as
the reduction of infant and child mortality, and the decline of the fertility rates.

Some underlying factors are rooted in the history of the country. In particular, the existence of a wide-
spread entrepreneurial capacity among the core groups of the Ghanaian population has contributed to
the multiplication of new business opportunities in a general framework of accelerated growth. Moreo-
ver, the traditional unity of the country has facilitated a certain degree of competitive mobility of the
work force.#?

The robust economic growth, the increase in educational levels and other non-monetary improve-
ments in the livelihood of the population observed during the evaluation period are mostly related to
past achievements. During the evaluation period, despite some important shortfalls in terms of finan-
cial stability and delays in the reform process, the evolutions related to poverty continued to benefit

37 In the last WB “Doing Business” report, Ghana ranked among the top 50 countries on getting credit (36) and
registering property (43), but is lagging behind on indicators related to resolving insolvency (161), trading across
borders (120), dealing with construction permits (106), paying taxes (101), starting businesses (96), and getting
electricity (71). Even in the area of getting credit, in which Ghana is highly ranked, the exorbitant cost of credit un-
dermines the country’s competitive position. A bank lending interest rate of about 29%, one of the highest in Afri-
ca, makes credit unaffordable to SMEs and is also a major source of the rising GoG domestic debt service.

38 E.g. Association of Ghanaian Industries (AGI) business climate surveys.

39 As in many countries, Ghana uses two poverty lines based on consumption expenditures: an upper one below
which an individual is considered to be unable to meet all their food and non-food needs; and a lower poverty line
below which an individual is considered unable to even meet their food needs (“extreme poverty”). The consumer
price index which is used to calculate the poverty lines has been rebased in 2012 to take into account the intro-
duction of new consumer items onto the Ghanaian market and changes in household consumption.

40 See the reports of the sixth round of the Ghana Living Standards Survey (GLSS).

41 E.g. World Bank, 2015: Poverty reduction in Ghana — Progress and challenges.

42 See IEA, 2015: socio-economic and governance survey.
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from strong democratic stability, the above-mentioned positive factors for growth, and important social
development policies that have been gradually strengthened since the 1990s.

Development outcomes and main determining factors

The responses given to the eSurvey (see figure below) illustrate the mixed performance across sec-
tors (for example, important improvements in education and health, but poor outcomes in the agricul-
ture and environment sectors) and the existence of similar patterns (for example, increases in access,
but important persisting challenges in terms of quality) in a few sectors. This overall picture has been
largely confirmed by the evidence gathered from other sources during the evaluation and, in particular,
by the analysis carried out in the in-depth sector case studies (Health, ENR, Agriculture).

Figure 8 eSurvey - Perceived improvements in development outcomes in key policy areas
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Question: Based on your experience, to what extent has there been progress in sector outcomes linked to the
reforms implemented between 2005 and 2015in the following areas?

Source: eSurvey.

The Step 2 sector analyses (see EQs7-9 below, and the details provided in the sector case studies in
Volume 2b) show that:

e In the Health sector, most development outcomes pursued have been achieved. There has
been steady progress in increasing access to preventive, promotional and curative health ser-
vices — and, consequently, in improving health outcomes. Although the Health sector is char-
acterised by important regional and socio-economic inequities, some progress has also been
achieved in reducing inequities in healthcare utilisation and outcomes. However, much of the
improvement was achieved in the first half of the evaluation period and, in many areas, pro-
gress has slowed in recent years.

¢ Inthe ENR sector, Ghana has witnessed a continued degradation of the environment over re-
cent years. In the mining sector, the increase in illegal artisanal small-scale mining, and its
transformation to a highly-mechanised activity, has been the most important development. As
a consequence, conflicts related to mining increased, and the environmental impact of mining
worsened considerably. In the forestry sector, the resource base has dwindled and most of
high-value timber species have already been cut, but the forest cover has slightly expanded,
partly due to an increase in plantations.

e Inthe Agriculture sector, performance has been variable, with a sharp decline in recent years.
Production of key crops has been variable, and post-harvest losses are high. Yields of most
major staples have remained relatively flat, with a large gap between actual and potential
yields. Marine fisheries production has also declined.
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As highlighted in EQs7-9 (see section 5), a complex mix of policy and non-policy factors has influ-
enced the evolutions in development outcomes during the evaluation period. In particular, in some
sectors (e.g. Health, Education), GoG policies and strategies have played a clear role in improving de-
velopment outcomes. In several other sectors (e.g. ENR, Agriculture, Justice), GoG’s interventions
were too weak or too limited in scope to contribute to any substantial change.

In many sectors, the very active civil society (e.g. in the ENR and Justice sectors) and also the rela-
tively dynamic private sector (e.g. in Health) have also played an important role in enhancing the ef-
fects of GoG interventions and in strengthening service delivery. In some instances, interventions
supported by non-BS DPs (e.g. immunisation programmes) have had a significant short-term positive
effect on specific outcome areas, such as Ghana’s political and trade agreements with international
partners (e.g. EU restrictions on imports related to illegal fishing).

The limited achievements observed in many outcome areas are linked to a variety of factors. Similar
characteristics explain the situation observed in some instances — in particular, the proliferation of
negative practices in several sectors due to weak law enforcement (e.g. illegal mining involving heavy
machinery, or illegal fishing, including by non-African industrial vessels). As illustrated by the situation
in the ENR sector, the political economy and vested interests have also seriously hindered the effec-
tiveness of GoG initiatives and, more broadly, limited the welfare effects generated from the use of na-
tional resources. Moreover, limited improvements in rural infrastructure resulted in important persisting
obstacles to stronger improvement in development outcomes in specific regions of the country.

4.4 Overall synthesis

BS inputs have contributed to consolidating the national policy framework and strengthening the insti-
tutional environment in some policy areas. BS helped the country to improve its macroeconomic situa-
tions during the first part of the evaluation period and to confidently advance its transition towards be-
ing a middle-income oil economy. However, the main structural challenges the country faced in the
mid-2000s (e.g. public sector modernisation, PFM reform, transparency and accountability) persist
and were only partially addressed. These challenges became more acute in the middle of the evalua-
tion period. They led to important macroeconomic imbalances that — together with persisting bottle-
necks in the public sector — seriously undermined effective policy implementation.

Growth remained strong during most of the evaluation period, although lower than anticipated. This
was mostly as a result of a favourable external environment (high prices for gold and cocoa) and oil
production, rather than improvements in the business environment, a diversification of the economy or
the modernisation of the important agriculture sector. During the evaluation period, important devel-
opment outcomes were still obtained in some sectors such as Health, but were mainly linked to past
achievements and domestically-driven processes such as the NHIS, which only moderately benefited
from BS.

The objectives set in the country’s medium-term development policy and supported by BS have been
only partially achieved. This is largely explained by the modest improvements in the quality of the pub-
lic action observed in most policy areas, and a host of negative factors that have contributed to further
weakening the effects of GoG policies and strategies. Overall, while the effects of BS have not been
negligible, BS did not succeed in expanding the achievements made in the early 2000s and only mod-
erately contributed to the improvements in outcomes observed in the various areas.
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Figure 9 Step 3 synthesis diagram
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5 Detailed findings

Based on preliminary analyses carried out during the inception phase, nine evaluation questions
(EQs) have been formulated as indicated in the table below. The table also shows the link with the
overall intervention logic and the Step 1 and Step 2 of the evaluation methodological approach.

Table 3 Overview of the Evaluation Questions

Scope of Evaluation Questions Step/Level
EQ1 Relevance and design of BS Step 1, Level 01
EQ2 Direct effects of BS financial and non-financial inputs Step 1, Level 2
EQ3 Induced Effects on Macroeconomic management Step 1, Level 2
EQ4 Induced Effects on PFM Step 1, Level 3
EQ5 Induced Effects on Local governance Step 1, Level 3
EQ6 Induced Effects on Policy formulation and implementation processes Step 1, Level 3
EQ7 Outcomes and related attribution in the Health sector Step 2, Levels 4 & 5
EQ8 Outcomes and related attribution in the ENR sector Step 2, Levels 4 &5
EQ9 Outcomes and related attribution in the Agriculture sector Step 2, Levels 4 & 5

5.1 (Step 1) EQL - Relevance and Design of BS

EQ1l - Rele- To what extent did the design of the budget support interventions respond to
vance and the specificities of Ghanaian context (including evolution in country needs and

Design of government’s policies) and to the evolution in the aid framework at country and
BS global levels?

Overall answer to the evaluation question

The provision of BS through the Multi-Donor Budget Support (MDBS) joint arrangement started in
2003-2005 in the context of a success story — with the country experiencing, for example, robust eco-
nomic growth, important strides in poverty reduction, strong progress in democratic processes, and
increased human rights and freedom of expression. The national policy framework and aid architec-
ture had developed on strong foundations. The commitment of GoG towards structural reforms was
visible in the context of the debt relief initiatives and the long-term policy orientations followed by the
country were clear enough to not require extensive discussions between GoG and its international
partners.

Overall, BS inputs — which comprised a good combination of financial inputs, dialogue and accompa-
nying measures — were well aligned with the country’s policy orientations. They integrated well some
important elements that appeared in the national context (e.g. changes in the dynamic around the de-
centralisation process, and the advent of the oil era). In the early part of the evaluation period, the pro-
vision of BS also followed the momentum in terms of aid effectiveness, which had picked up at inter-
national level. Probably influenced by the generally positive context, the partners (DPs and GoG) did
not really make explicit the rationale behind the partnership around BS, nor did they try to address
more vigorously many of the structural challenges Ghana was facing (e.g. modernisation of the public
and civil service, and reform of the energy sector).

At the same time, the specificities of Ghana’s political economy context became quickly more pro-
nounced. The attention of political players — absorbed by the tight electoral calendar, the prospects of
oil revenues after 2007, and the access to new sources of finance — got diverted from the partnership
around BS and some of the commitments made in the medium-term development policies. The provi-
sion of BS was confronted with an increasing assertiveness by the successive governments and the
country’s elite that was further strengthened by the access to middle-income country (MIC) status in
2010.

Combined with the decline in the volume of development aid fuelled by the international economic cri-
sis, this situation weakened DPs policy leverage. GoG and DPs showed decreasing interest in seizing
the opportunities offered by the MDBS. In this context, the tools - including the space for policy dia-
logue - offered by the partnership framework built around BS in previous years proved to be increas-
ingly inadequate to respond to the evolution in context and the pressing structural challenges the
country was facing. In the period 2009-2012, dialogue on important issues related to macroeconomic
management were, to a large extent, relegated to the discussions taking place within the ongoing IMF
programme.

When DPs adjusted their stance around 2012 because of the seriously deteriorating macroeconomic
situation, the basis of the partnership relating to BS had already substantially weakened and did not
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allow for earnest dialogue to be conducted on the hard remedial measures needed by the country.
Several DPs, also facing increased pressure from their taxpayers on accountability issues, eventually
decided to withdraw or take a step back from BS. This evolution has been governed only to a small
extent by aid effectiveness considerations, and contrasts with the important persisting needs of the
country and its public institutions. Although the development finance landscape in Ghana was clearly
being modified by the expanding economy, stakeholders on both DPs and GoG side never fully rec-
ognised the significant role BS could play as a source of financing*3, and also in terms of consolidating
a fragile national aid architecture and fostering policy reforms through stronger policy dialogue and co-
ordinated capacity development support (see EQ?2).

5.1.1 JCI11. The focus and design of BS operations respond to evolving GoG priorities and
country context (including evolution in the income status)

On the establishment of the partnership around BS

The start of the evaluation period coincides with the completion of the debt relief initiative in-
stigated in the late 1990s and a surge in external aid. Ghana received relatively little external aid in
the 1960s and 1970s. The amount of official development assistance (ODA) increased progressively
in the years after the “economic recovery programme” was launched in 1983 largely following global
trends. The increase was particularly considerable in the period 2000-2004 when many donors decid-
ed to intensify their support to the country as Ghana pushed forward an ambitious structural reform
agenda in the context of the Heavily Indebted Poor Countries (HIPC) debt relief initiative.**

Ghana’s gains in democratic governance since the 1990s and robust pro-poor growth in the
early 2000s created strong incentives for DPs to engage in a close partnership with GoG. Alt-
hough it took place in a difficult political and economic environment, the restoration of Constitutional
rule in 1993 created a climate of peace and stability. Ghana experienced its first peaceful democratic
transition in 2000. In the early 2000s, the country’s rankings on political rights, civil liberties, and free-
dom of press were among the best in the region.*> Moreover, after a robust economic expansion over
two decades, Ghana’s economic performance further improved in the early 2000s benefitting from a
favourable external environment. During the 1990s, there was a declining trend in poverty, falling from
52% in 1991 to 40% in 1999.46 These evolutions led its African peers to consider the country as “a
beacon of hope in the volatile West African sub-region”.4

The new national development policy framework also created momentum for a significant
group of DPs to increase their support to the country, and to align it under a common frame-
work. In 1994, one year after the approval of the Constitution, Ghana adopted its first national devel-
opment policy framework.*® A Medium-Term Development Plan, the MTDP 1997-2000, followed after
the 1996 elections. Building on an interim strategy, a Ghana Poverty Reduction Strategy (GPRS) cov-
ering the period 2003-2005 was eventually initiated as a condition for development assistance under
the HIPC debt relief initiative in 2002. Early in 2003, GoG also rolled out the initial phase of the Budget
and Public Expenditure Management System (BPEMS), and submitted for Parliamentary approval the
legal and regulatory framework to reform public procurement, and to strengthen financial manage-
ment, reporting and audit functions of public sector institutions and to decentralise functions to district
levels. All these evolutions helped consolidate Ghana’s position as a pioneer in innovations related to
development aid in the late 1900s/early 2000s.4°

43 It should be highlighted that disbursed amounts during two years of BS (taking any years between 2008 and
2012) exceeded any of the Eurobond issuances made by GoG since 2007 (with no interest payments attached to
BS - the largest part of BS being provided in the form of grants).

44 External aid accounted for in the national budget increased from 1.7% of GDP in 1999 to 6.4% of GDP in 2004.
While HIPC resources explain part of the increase, project and programme grants have also strongly influenced
this evolution: they represented, respectively, 0.9% and 0.7% of GDP in 1999, and 2.8% and 2.2% in 2004
(source: IMF fiscal data).

45 This is illustrated by the scores achieved in the Worldwide Governance Indicators (in particular, the indicators
‘Voice and Accountability’ and ‘Rule of law’) or the assessment made in the Freedom House’s annual reports pub-
lished over the past decades (https://freedomhouse.org/).

46 The proportion of the population living below the national ‘upper poverty line’ declined further to 29% in 2006
(source: MDG reports — based on the upper and lower poverty lines of GHc 1,314 and GHc 792).

472005 African Peer Review Mechanisms — Country review report of the Republic of Ghana.

48 Vision 2020, originally entitled National Development Policy Framework, was a wide-ranging, 25-year perspec-
tive dedicated to the improvement of individual and social well-being. The development of Vision 2020 was pre-
ceded by the National Development Goal-Setting Exercise, in which all districts and regions participated.

49 In particular, Ghana was one of the first countries in the world to experiment with a ‘Sector-Wide approach’ (a
SWAp was established in the Health sector in 1997). Moreover, Ghana was selected as a ‘pilot country’ for the
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Figure 10 Country context — Timeline
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BS naturally emerged as the preferred modality to support the partnership established between
GoG and its DPs around the new national development policy framework. An MDBS framework
was launched in 2003 to structure the DP’s financial and technical support to the GPRS and to organ-
ise the policy dialogue linked to the implementation of the national strategy. Since then, as evidenced
by the references made to the modality in the main national aid policy documents®°, the GoG has re-
peatedly encouraged DPs to increase the share of BS in total ODA provided to country. Prompted by
a favourable dynamic in the international aid effectiveness agenda, some DPs made a dramatic shift
in favour of this modality in the mid-2000s.5!

BS became an increasingly important aid modality in the first part of the evaluation period de-
spite the fact that the importance of BS funds compared to national aggregates remained un-
changed. The annual financial transfers provided by DPs in the form of BS increased from
USD 300 million to USD 617 million between 2005 and 2011. They represented, on average, around
8% of total public expenditure and 2% of Ghana’s GDP over the period. However, given the expansion
of the country’s economy, the related continuous increase in public expenditure and the overall in-
crease in ODA, the evolution in BS financial transfers did not translate intp a larger share of BS com-
pared to national aggregates (see EQ2). Despite this situation, the MDBS framework still emerged as
the principal forum for policy dialogue in Ghana.

While GBS remained the main BS modality, sector stakeholders increasingly favoured SBS. In
2005, SBS - which corresponded to a few individual operations financed in different sectors®? — repre-
sented only 5% of the BS provided to Ghana. Building on the success of the MDBS and the SWAp
experience in the Health sector53, some DPs and sector ministries pushed for an increase in SBS. The
process was driven by two factors: i) the desire of some DPs to deepen the policy dialogue at sector

development of the Comprehensive Development Framework (CDF) initiative led by the World Bank in 1999. In
this context: i) 14 government-led thematic “CDF-groups” for co-ordination and dialogue between GoG and DPs
were institutionalised; ii) quarterly mini-consultative group meetings(mini-CGs) were institutionalised; iii) regular
CG meetings were organised; iv) monthly working lunches between DPs representatives were arranged.

50 E.g. 2007 Ghana Joint assistance strategy, 2010 GoG Aid policy and strategy, 2012 GoG-DPs compact,.

51 BS has represented more than two-thirds of the total assistance provided by the UK and Canada to Ghana in
some years. In 2009, 85% of DFID Ghana’s budget was delivered through BS, 60% through GBS and 25%
through SBS (source: DFID 2011-2015 Operation Plan). It has also represented around 70% of the EU bilateral
co-operation with Ghana under the 10" EDF (source: interviews with EU Delegation to Ghana).

52 Between 2005 and 2007, only two SBS operations were being implemented in the country: one by Canada in
the Agriculture sector, and one by DFID in the Education sector. The Netherlands was providing support to the
Health sector in a form very similar to BS, but it was not based on a sector-wide approach

53 Ghana was one of the first countries in the world to experiment with a ‘sector-wide approach (SWAp)'. In 1997,
the World Bank, Denmark, the Netherlands and Norway decided to develop a joint framework to support the
Health Programme of Work 1997-2001.
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level and to ensure a greater involvement of MoF on sectoral issues; ii) the expectations of sector min-
istries to secure more resources to implement their strategies. In 2008, specific arrangements were
developed in the ENR and Health sectors for DPs to jointly provide BS to the relevant sector plans and
strategies. Thereafter, the proportion of SBS in total BS provided to the country steadily increased,
reaching 34% in 2012.

On the design of BS operations

Although the design of BS operations varied noticeably from one DP to another, most of the
BS provided in Ghana followed a similar model along the lines specified in the joint arrange-
ments established at national and sector levels. BS operations consisted of either a ‘single com-
ponent’ (a performance tranche released each year) or ‘two components’ (a base tranche and a per-
formance tranche that can either be ‘fixed’ or ‘variable’ released each year). The achievement of a
subset of the PAF targets, called 'triggers', determined whether (and, in the case of variable tranches,
the extent to which) the performance component was disbursed. As highlighted in Annex 4 (Vol-
ume 3), while Multilateral Development Banks (WB, AfDB) used the ‘single component’ structure, all
bilateral donors used the ‘two components’ model with, in most instances, an 80%/20% split between
the base and the performance component. While the majority of BS transfers corresponded to
grants®4, some DPs (AfDB, Germany, and the WB) also provided an important portion of their support
in the form of concessional loans.5®

The stability in BS design was accompanied by a relatively good level of adaptability and, dur-
ing a large part of the evaluation period, a clear willingness of DPs and GoG to learn from ex-
perience. The MDBS design, including the structure of the PAF, has been relatively stable with the
most notable design change related to: i) the disbursement decision-making calendar (to a “n +1” ba-
sis) to strike a better balance between predictability and conditionality; ii) the increasing reliance on
sector dialogue for the assessment of the PAF. Early on, GoG and some DPs raised concerns about
the level of rigidity of the PAF. The problem became acute in the 2008-2009 period, when the country
faced a serious financial crisis. This led to intense discussions between DPs and with GoG on the way
to deal with unpredictable events, and to the World Bank’s decision to abandon temporarily the MDBS
PAF. A short-term mechanism allowing adaptation to abrupt changes in context was later introduced
in the MDBS process. At a broader level, although GoG expressed some concerns regarding a too rig-
id application of the MDBS framework, DPs have demonstrated a reasonably good overall level of
flexibility. There is also considerable evidence of DPs continuously trying (at least between 2005 and
2011) to learn from the past and to improve the MDBS mechanism with GoG.5%¢

BS design built on a substantial amount of analytical work and detailed risk assessments, but
some risks turned out to be more severe than anticipated. BS design in Ghana has benefited from
a wealth of knowledge gathered through a wide range of studies and reviews, some of them jointly
carried out in the context of the MDBS or SBS programmes. The interviews and the documentary re-
view carried out show that the main political, macroeconomic or governance-related risks threatening
the success of BS were well identified by the DPs, although the risk assessments presented in the BS
financing agreements are of very varying quality. It appears that there was less clarity on the way to
respond to these risks and, in particular, on how certain structural challenges faced by the country
(e.g. right-sizing and enhancing the performance of the public and civil service, strengthening the
budget credibility and the fiscal commitment mechanisms, or addressing governance issues such as
the reduction of political interference in public decisions) could be suitably addressed. In particular,
DPs have shown a heavy reliance on the IMF for the monitoring of macroeconomic issues. As illus-
trated in the MDBS annual reviews aide memoires. and in several studies and reports of the IMF and
the World Bank, the risks associated with the repeated fiscal slippages, the accumulation of arrears
and the surge in the public wage bill following the introduction on new integrated salary structure were
all well recognised by the key stakeholders in the period 2008-2012, but were only partially addressed
in the dialogue with GoG. When these risks added up and the fiscal imbalances worsened in 2012-
2013, the result turned out to be more severe than anticipated, and the DPs struggled to find a com-
mon position to respond to the situation.

54 While grants and loans represented a similar share of the total BS provided in 2005-2006, the majority of BS
(62% on average) was provided in the form of grants between 2007 and 2012.

55 |t is noteworthy that there have been some particular cases (e.g. France) in which support was neither in the
form of grants nor of loans, but consisted of a ‘debt relief type of initiative (whereby, instead of cancelling Ghana’s
debt to France, GoG was to reinvest the money in its own budget).

56 Various ‘MDBS retreats’ organised until 2011, internal memos and studies — such as the ODI, 2008: MDBS
evaluation or the study on the 2007 Ghana Joint assistance strategy — are all illustrations of these efforts.
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The way SBS was put in place in practice increasingly deviated from the concept initially en-
visaged in the joint arrangements made between DPs and GoG at sector level. Most of the SBS
has been provided as un-earmarked support. The funds were usually disbursed on the basis of satis-
factory implementation of the sector/sub-sector strategy/plan or, in some cases, a set of key indica-
tors. The joint SBS arrangements (‘Framework memorandum of understanding’) and bilateral financ-
ing agreements signed by DPs and GoG did not include specific requirements with regard to the activi-
ties for which these funds should be used. According to these arrangements, the SBS funds were
made available to be added to the Consolidated Fund of the Treasury. However, the national budget
only partially reflected SBS funds, and GoG decided to ‘ring-fence’ the SBS funds for being used for a
specific list of activities implemented by the relevant spending agencies.5” This choice is closely relat-
ed to the low budget credibility that prevailed during the evaluation period.5® In recent years, this situa-
tion, combined with increasing attention by donors on public accountability systems, eventually led
some DPs active in the Health and Agriculture sectors — sometimes at the request of sectoral minis-
tries — to explicitly earmark their budget support.

BS has been characterised by an overall good combination of financial inputs, dialogue and
complementary support but innovations have remained limited. As detailed under EQ2, a variety
of accompanying measures have been implemented, including institutional capacity-building projects
and stand-alone technical assistance to support to non-state actors, specific analytical work (e.g. pub-
lic expenditure reviews), and comprehensive reform projects (e.g. GIFMIS in the area of PFM). The
level of accompanying measures has been quite substantial in all sectors reviewed and technical as-
sistance proved to be relevant and well appreciated by the national stakeholders. Although some fluc-
tuations can be observed over time, there has been an important level of continuity in the support pro-
vided in the various policy areas as illustrated by the two decades of technical and financial support to
PFM. There is little evidence of DPs having supported innovative initiatives to foster ‘horizontal’ co-
operation with institutional peers in other countries or to promote policy experimentation.

On the focus of the partnership

BS operations have been strongly aligned with the national policy framework. The analysis of
(GBS and SBS) annual PAF matrices® confirms that there has been a strong alignment of BS with the
policy objectives spelled out in the national development strategies and plans.®® There is an intrinsic
link between the provision of BS and medium-term development plans, which has ensured a high de-
gree of alignment. The MDBS PAF did integrate major evolutions in the national policy framework —
such as the new dynamic around the decentralisation process after the 2008 elections, and the em-
phasis on social protection and macroeconomic stabilisation in the GSGDA. They were coherent with
sector priorities. Most BS DPs have also given appropriate attention to the importance of oil and gas
management in the national agenda following the discoveries made in the Jubilee fields off the coast
of the Western regions in 2007. DPs were particularly concerned to help Ghana avoid the ‘natural re-
source curse’ — the paradox whereby countries with oil or other natural resource wealth have failed to
grow more rapidly than those without — and accordingly adjusted the level and content of their BS op-
erations and accompanying measures.

The MDBS partners (DPs and GoG) have struggled to find a strategic focus in their partnership.
As confirmed by the evidence collected through the eSurvey and interviews, the MDBS PAF displayed
several positive features. Overall, it was considered to be relevant and realistic, and reflected a com-
mon vision between GoG and DPs. However, as explained in EQ2, despite regular attempts to “ra-
tionalise” the instrument, the PAF triggers/indicators and the dialogue around them have remained
very broad in scope, with several DPs eager to see their particular areas of interest being well reflect-

57 SBS funds are received on a central bank account dedicated to the sector programme and administered by
MoF. Thus, they do not flow directly into the Consolidated Fund of GoG. From that dedicated account, funds are
transferred to the relevant MDAs — which also have special bank accounts where they keep the SBS funds — for
financing a list of specific activities defined in sector work plans.

58 There was a clear interest from line Ministries to earmark SBS contributions in order to exert pressure on the
MoF to actually transfer the amounts disbursed by DPs to their Ministries/Agencies. More generally, it is notewor-
thy that some stakeholders considered that the cash based resource allocation system in place had basically re-
placed the budget as the guide to actual expenditure.

59 In the Health sector, there was no PAF matrix specific to the sector. The triggers used for the release of SBS
tranches were defined in the individual bilateral arrangements and were taken from, or closely aligned to, the
MoH'’s annual plan of work (APoW) and the health sector medium-term development plan.

60 As in other countries, the national development strategy and the related monitoring structure were not suffi-
ciently detailed to act as an effective framework for monitoring of key reform actions — hence the need to negoti-
ate a new assessment framework every year. Together with the overall objectives spelled out in the financing
agreements of BS operations, the content of the PAF determined the focus of the support provided.

Joint evaluation of budget support to Ghana
Final report - Volume 1 - Particip GmbH in collaboration with IEG - June 2017



29

ed in the final matrices. As the national policy framework itself lacked an adequate level of prioritisa-
tion, and because the MDBS framework covered the full breadth of the national policy framework, the
MDBS dialogue did not focus sufficiently on some areas of reforms with a high potential for impact at
the ‘macro’ level — such as public sector reform, the energy sector and PFM. In addition, many ob-
servers highlighted the short-term dimension of reform measures taken by GoG regardless of the par-
ty in power — a characteristic partially explained by the short electoral cycle in Ghana and the tenden-
cy of newly-incumbent staff to distance themselves from the initiatives of their predecessors, at least
initially. The way the MDBS process functioned — it was built on annual releases of funds related to the
positive assessment of short-term actions taken by GoG with a limited focus on policy outcomes —
made it difficult to overcome this challenge and focus on long-term structural changes. In this context,
the tendency of the DPs has been to be accommodating in the assessment of the scope and pace of
country reform processes largely due to their overall satisfaction with the open dialogue GoG main-
tained with them during the first part of the evaluation period and the positive evolutions Ghana expe-
rienced in a number of areas particularly important for them (e.g. democracy, freedom of expression,
growth, poverty reduction).

DPs’ efforts to grapple with the complex political economy context were undermined by vari-
ous factors. As in other countries, the development process and the public institutions in Ghana are
shaped by powerful political and economic actors and dynamics.®! In particular, the influence of the
political settlement in Ghana has been particularly important, given the high level of competition be-
tween the two main political parties and the short electoral cycle that prevails in the country. This sit-
uation has put a huge strain on the pace of reform, and has resulted sometimes in a disconnect be-
tween political decisions and the priorities spelled out in national medium-term development policies
and supported by BS. In addition, some key national institutions (e.g. the Presidency, MoF, NDPC)
have had a fluctuating role and ‘legitimacy’ in pushing forward the country’s reform process, with
sometimes diverging positions between and within these institutions. On top of that, the advent of oil
on the national agenda in 2007 diverted a lot of the energy that was had been going into broader na-
tional development process issues (e.g. private sector development). This situation contributed to
what several observers described as a ‘lack of leadership’ in various policy areas, which hindered the
full implementation of reform measures (see also EQ6). In this context, although they generally con-
tinued to participate in the dialogue on important national development issues, most DPs decided to
stand back somewhat, rather than get to grips with the persisting structural challenges of the country
and its complex institutional dynamics. This tendency was reinforced by the belief of many DPs after
2010 that: i) there was limited policy leverage available and — as shown by the failures of some initia-
tives taken in the early 2000s — no major reform process could succeed without strong ownership and
political backing; ii) Ghana would easily be able to rise alone to the expectations related to its new sta-
tus as an MIC; iii) the support should focus on aspects of the reforms where adequate capacity on the
DPs side was available.

On the decline in external aid and the breakdown of the partnership around BS

With the steady increase in incomes and the prospect of oil revenues, development aid - in-
cluding BS — was perceived by GoG officials but several DPs as gradually losing its relevance
as a source of financing. While ODA as a share of GDP already started to decline in 2006¢, the ac-
cess to the international capital market with Ghana’s Eurobond issuance in 2007 was the first strong
signal that the country had entered into a new era in terms of development finance. This trend was re-
inforced by prospect of oil revenues from 2007 onwards®3, the increased access to non-concessional
loans from new partners (e.g. China) during the period 2007-2011, and the access to MIC status in
2010. During the same period, in the wake of the high-level forums on aid effectiveness (Paris and
Accra), a number of attempts were pursued to improve the development aid framework of the country.
In early 2007, 16 DPs signed a four-year ‘Ghana Joint Assistance Strategy’ (G-JAS), and in 2010, a
‘Ghana Aid Policy and Strategy’ was developed under the leadership of the MoF. However, GoG de-
clined to sign the G-JAS, and the Aid Policy was never approved by Cabinet. This illustrated an in-

61 See, for instance: Booth et al (CDD/ODI), 2005: What are the drivers of change in Ghana?; Keefer (the World
Bank), 2007: The resilience of clientelism and the political economy of growth-supporting policies in Ghana; Whit-
field (DIIS), 2011: Competitive clientelism, easy financing and weak capitalists: The Contemporary political set-
tlement in Ghana; Ayee & al (the World Bank), 2011: Political economy of the mining sector in Ghana; Lund & al,
2012: Political economy of the timber governance in Ghana; or ESID, 2014: A dynamic mapping of the political
settlement in Ghana.

62 According to available figures (source: OECD CRS), ODA as a share of GDP declined from more than 12% in
2005 to around 8% in 2006, and to less than 2% in 2014. The decrease of ODA in nominal terms really started in
2013.

63 Oil in commercial quantities was discovered in 2007, production started in 2010, and actual revenues in 2011.
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creasingly low buy-in to development assistance efforts by top government officials — despite a contin-
uing strong appetite for development aid by stakeholders at the sector level. In 2011, BS (GBS & SBS)
still represented close to 8% of national expenditure. Moreover, it is noteworthy that two years of BS
disbursements (taking any years between 2008 and 2012) exceeded any of the Eurobond issuances
made by GoG since 2007 (with no interest payments attached to BS). The GoG reactions®* to the sus-
pension of most BS in 2013-2014 confirmed that BS was, in fact, not seen as a completely insignifi-
cant source of financing for the country.

The deteriorating macroeconomic situation (and its implication in terms of being an underlying
principle for the provision of BS) was the last blow to an already weakened partnership around
BS. Interestingly, when most DPs decided to suspend their BS because of a deteriorating macroeco-
nomic situation and serious concerns regarding PFM in 2013, it was not clear that this would result in
the complete breakdown of the MDBS framework, although the partnership around BS was already
affected by a number of factors explained above.5> DPs had already started to express serious con-
cerns on macroeconomic issues already in early 2009 — a few months after the 2008 presidential elec-
tions, and when the full extent of the fiscal imbalances accumulated in the previous period became
apparent.®® DPs pressure with regard to measures to restore macroeconomic balance continued to in-
crease until late 2013, when it was finally decided to suspend BS.®” The change in staff at MoF (e.qg.
Chief Director of the ministry, senior staff of the MDBS secretariat), some “fatigue” among MoF staff
with the dialogue process, and the limited understanding of the BS instrument by several key stake-
holders did not help to overcome the increasing divergence of views between DPs and GoG. The evi-
dence gathered in this evaluation shows that GoG did not fully comprehend the situation although
DPs’ decision to temporarily suspend BS was justified and relatively well explained.

A number of mechanisms around BS were reactivated in 2015 to help the country overcome its
macroeconomic challenges. After the negotiations with the IMF were concluded in February 2015,
DPs that had suspended their BS took a number of decisions such as the release of all suspended
tranches in the course of the year. SBS was also reactivated. Macroeconomic stability, monitoring of
payroll management and a certain level of control over the government's wage bill, were finally re-
gained after the start of the IMF programme in early 2015 which was further supported by a large
World Bank operation that combined a traditional budget support operation with a policy-based guar-
antee for Eurobond issuance to refinance maturing debt. At the same time DPs decided in May 2015
to formally signal — in a letter to GoG — the end of their engagement in the MDBS framework.

5.1.2 JC12. The design of BS operations is coherent with the evolution of DP's strategic ori-
entations at country and global level

The provision of BS was consistent with DPs’ country assistance strategy and was positively
influenced by the international aid agenda. Overall, a high level of consistency can be observed
between the provision of BS (in terms of the level of ODA provided through BS and the focus of the
support) and DPs’ co-operation strategies at country level. As in many other countries, the provision of
BS in Ghana was also strongly influenced by DP’s engagements in international forums (in particular,
the Paris Declaration on aid effectiveness). This is illustrated by the agreement of the various DPs to
adhere to common ‘framework memoranda’ at GBS and SBS levels, with the aim of ensuring harmo-
nised provision of their support.

64 For instance, in the 2013 MDBS annual review aide memoire, GoG clearly underlined the fact that “the inability
of some Development Partners to disburse in the first half of 2013 adversely affected its cash flow”.

65 There were still intense discussions with GoG, between DPs and within development agencies about the possi-
bility of releasing funds in 2013. While some DPs decided to release BS tranches in 2013, others (e.g. the EU and
the WB) decided to postpone the release of all BS funds until later in the year . In 2014, the WB and the EU even-
tually decided to maintain the suspension of BS. They finally reactivated BS after GoG and the IMF signed a new
programme in 2015. It was only in May 2015 that DPs decided to actually dissolve the MDBS framework. Some of
the last suspended tranches were also released around that time.

66 The 2009 ACET Mid-Term Review of the G-JAS noted: “In mid-2009, GoG adopted a set of IMF-backed auster-
ity measures designed to reduce the budget deficit (...) [which] helped reassure DPs that there is no general dete-
rioration in economic governance. However, the episode is likely to have a lasting impact on the development
partnership. It greatly complicated an already extended post-election transition period, causing implementation of
the national development strategy to falter. In terms of aid management issues, DPs have been in a long period of
limbo, which they hope is now drawing to an end.”

67 The 2012 MDBS annual review aide memoire already indicated: “while the focus of the MDBS annual review
was on the year 2011, for some MDBS donors, any occurrence that threatens macroeconomic stability in the
course of 2012 could affect disbursements in 2013”.
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However, the rationale behind BS had never been clearly spelled out, and the dimensions un-
derpinning BS received varying degrees of attention by individual DPs. Overall, DPs country
strategies did not provide a clear justification of the choice of BS as a form of co-operation. Given DPs
international commitments to aid effectiveness principles, the fact that GoG had clearly stated its pref-
erence for the modality and the positive experience associated with the launch of the MDBS frame-
work, BS was de facto seen as the modality to opt for. There was initially a strong focus on ‘macro’
aspects in BS provision. BS was mostly seen as a way to safeguard macroeconomic stability and
guarantee that sufficient resources were available for the implementation of the national development
strategy while ensuring adherence to aid effectiveness principles. The deepening of the policy dia-
logue on specific sector issues became a concern only after a few years of implementation of the
MDBS. However, while some ‘small’ bilateral donors have highlighted the opportunity that BS (in par-
ticular, GBS) provided to enhance their level of dialogue with GoG, BS was still largely seen by vari-
ous stakeholders as a source of financing and only partially as a partnership to foster policy reforms.
Very few documents reviewed present a detailed discussion of the comparative advantages of BS rel-
ative to other modalities nor do they mention the strategic role BS could play as a way of strengthen-
ing the overall development partnership between DPs and GoG. In general, interviews carried out
show a rather weak understanding of the various dimensions of the modality among stakeholders.

The decision by DPs to phase out GBS or to move to earmarked SBS turned out to be gov-
erned only to a small extent by aid effectiveness considerations. By 2016, the majority of the
original MDBS partners had officially ended the provision of BS in the country® and all DPs had
agreed to formally close the MDBS mechanism. The breakdown of the MDBS partnership in 2013 was
influenced by two parallel dynamics that had been in play since at least 2011: i) the decision of most
DPs to automatically start decreasing the level of ODA to Ghana given its access to MIC status; ii) a
certain disenchantment of several ‘bilateral donors’ with BS at global level which was accompanied by
an increased pressure from their taxpayers on accountability issues. In the available documents, the
new income status of the country was the only reason used by some DPs to officially end their BS. A
few DPs representatives interviewed also put forward the increasingly narrow space for frank dialogue
with GoG representatives (especially MoF) in recent years as the reason for not continuing BS. Over-
all, none of the DPs that will not provide BS in the near future have put forward aid effectiveness con-
siderations as the justification for their position.

5.1.3 JC13. Aspects related to inclusion (gender equality, socio-economic inequities, region-
al disparities, participation of CSOs) are addressed and have been mainstreamed dur-
ing the design of BS operations

Gender mainstreaming has only partially been achieved. The MDBS policy matrices have inte-
grated gender equality issues at various levels (e.g. overall programming and specific policy measures
to bridge gender equality gaps in health and education, inclusion of sex-disaggregated data to
strengthen M&E systems), reflecting the integration of these issues in the national policy framework.
Important attention has also been given to these issues by many DPs. However, the level of main-
streaming in BS operations — as illustrated by the inclusion of gender-related elements in the
GBS/SBS financing agreements and monitoring and evaluation activities — has remained particularly
weak, except in the social sectors (Health and Education). Gender-equality issues were not specifical-
ly addressed in BS operations implemented in the ENR sector, and they appear only partially in the
ones implemented in the Agriculture sector®®.

The attention given to socio-economic inequities has remained quite general. In the context of
the MDBS, there have been clear efforts to foster the implementation of special programmes to sup-
port vulnerable and excluded groups, as illustrated by the specific policy measures/indicators included
in the PAF and the complementary support provided to the LEAP programme™. DPs have also tried to
help in the development of the National Health Insurance System (NHIS), and specific conditions were
also integrated in the PAF to support this reform process. Moreover, in parallel with their BS, several

68 Only two DPs had a BS operation ongoing or in the pipeline, and thus still planning to provide BS in the near
future. Three other DPs did not have any immediate plan to reactivate their BS, but were leaving the door open to
potential new BS operations in the coming years.

69 particularly in the Agriculture sector, there is a strong focus on meeting the specific needs of women farmers
and processors, rather than on actual gender mainstreaming.

0 The Livelihood Empowerment Against Poverty (LEAP) intervention is a social cash transfer programme that
provides cash and health insurance to extremely poor households across Ghana to alleviate short-term poverty
and encourage long-term human capital development. LEAP eligibility is based on poverty and having a house-
hold member in at least one of three demographic categories: households with Orphan or Vulnerable Child
(OVC); elderly poor; or Person With Extreme Disability unable to work (PWD).
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DPs have supported analytical work in the area of social exclusion and national health insurance.
However, despite these multiple efforts, socio-economic aspects are not apparent as important issues
in specific BS interventions. Socio-economic inequalities are not explicitly referenced in the operations
implemented in the Agriculture and ENR sector.

Aspects related to geographical disparities have been mainstreamed in the BS design, mostly
in relation to the provision of basic services. There are regular references to geographical dispari-
ties in the MDBS PAF, but they relate mostly to the provision of basic services in health, education,
and water & sanitation. In the Agriculture sector, SBS operations have supported the implementation
of national agriculture policies that had a specific concern for regional disparities. However, none of
the SBS operations provided in the sector have explicitly integrated regional disparities in their objec-
tives or performance assessment frameworks. There was also no focus for the design and implemen-
tation of the SBS operations that supported GoG’s NREG programme.

DPs have provided substantial support to enhance CSOs’ participation in national policy is-
sues. DPs have implemented regular CSOs consultations during the formulation of their BS opera-
tions. The participation of CSOs was an explicit focus in the support provided to PFM. In the ENR sec-
tor, substantial complementary support was provided to CSOs, in parallel with the SBS operations. In
the Health sector, specific support was also provided to faith-based organisations, as well as to some
CSOs.

5.2 (Step 1) EQ2 - Direct effects

EQ2 — Direct To what extent have the financial and non-financial inputs of budget support

effects contributed to creating new opportunities for GoG and improving the aid
framework?

Overall answer to the evaluation question

BS inputs (funds, policy dialogue and accompanying measures) created multiple opportunities for
GoG and its international partners to strengthen the national medium-term development framework
and its implementation. BS funds have contributed to the expansion in discretionary expenditure ob-
served in the first half of the evaluation period, although this evolution has been driven mainly by other
macroeconomic factors — such as the debt relief initiatives and robust economic growth. After 2010,
BS could not prevent a dramatically-narrowing fiscal space caused by the-lower-than expected oil rev-
enue and the crowding out of budget resources by the wage bill and interest payment (see EQ3). The
relative importance of BS to other macroeconomic variables also decreased considerably, despite the
fact that financial transfers continued to increase (in nominal terms) until 2012. Although the ‘quantita-
tive’ effects of BS financial transfers at national level became low after 2010, it was not completely
negligible, given the country’s budget rigidity. In addition, the way SBS was used (funds were ring-
fenced by GoG) ensured that it contributed to maintaining reasonable levels of resources for non-
salary recurrent expenditure and, to a lesser extent, for capital expenditure in the targeted sectors.

Building on the successful experiences that took place in various policy areas (e.g. health, economic
reform) at the end of the 1990s, and on a positive momentum around the international aid effective-
ness agenda, GoG and DPs substantially consolidated the country’s dialogue structures and mecha-
nisms in the first half of the evaluation period. The strengthening of the dialogue at all levels created
multiple opportunities to enhance policy analysis, energise policy reform, strengthen the monitoring of
policy implementation, and improve ownership, donor co-ordination and the overall aid framework.
There is a general consensus that BS has played an instrumental role in this evolution and in
strengthening the pivotal position of the MoF in the national institutional framework. Despite these pos-
itive evolutions, BS continued to be perceived more as a mere source of finance, rather than as a tool
to promote enhanced policy dialogue — a perception reinforced by the way SBS was eventually im-
plemented. The effective use of the increasingly well-developed sector dialogue has also been ham-
pered by insufficient adjustments made to the sector institutions’ particular political economy context.
Moreover, the relatively open dialogue between partners (DPs and GoG) that characterised the MDBS
framework at the beginning of the evaluation period shrunk considerably in the period 2009-2013 —
mainly due to the perceived declining relevance of BS and to diverging views and interests between
DPs and GoG and among DPs themselves (see EQ1). A serious deterioration of dialogue at national
and sector levels followed. This evolution was compounded by important transformations in the coun-
try’'s development finance landscape.

The level of accompanying measures to BS (e.g. technical support, institutional building projects,
comprehensive reform projects, or support to non-state actors) has been substantial in most sectors
and areas covered by BS. There are multiple examples of the results of accompanying measures
feeding into policy dialogue. However, there have been a number of missed opportunities, such as de-
veloping synergies between these interventions and with the overall MDBS framework, and fostering
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stronger ties between sector stakeholders — including the academia and think-tanks. In the absence of
a coherent framework for capacity development, accompanying measures remained very much donor-
driven, and with limited possibilities to have a substantial impact on the public sector capacity in key
targeted areas.

5.2.1 JC21.Increased size and share of budget available for discretionary spending

The macro-fiscal context in which BS was provided was characterised by a considerable ex-
pansion of public expenditure, driven by various macroeconomic and political factors. The rela-
tively comfortable fiscal space ensured by the debt relief initiatives at the beginning of the evaluation
period (see EQ3), robust economic growth and the high expectations associated with oil revenue from
2007 onwards provided strong incentives for national decision-makers to expand public expenditure
(see Figure 11 below). However, the expansion in public spending ended up being largely driven by a
growing wage bill (from 6.3% of GDP in 2005 to 12% in 2012, the year before the breakdown of the
MDBS), which squeezed out resources available for capital and non-salary recurrent expenditure (see
also EQ3 and EQ4).

Ghana’s budget has also been characterised by extreme rigidity. This was mainly the result of a
substantial part of national revenues being earmarked to Statutory Funds, as set out in law, but also
by the important constraints posed by a steadily increasing debt service (from 1.9% of GDP in 2007 —
after two years of HIPC and MDRI™ assistance —to 3.2% in 2012 and 7% in 2015) and the quickly ex-
panding wage bill. This situation severely limited the availability of discretionary resources for GoG. It
also meant that any shortfall in revenues could not easily be met by appropriate cuts in expenditure,
which led to an important accumulation of arrears in some years and to higher costs for the financing
of the deficit, contributing to a further narrowing of GoG'’s fiscal space.

Figure 11 Evolution in the level of discretionary and non-discretionary expenditure” (% of GDP)
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The direct ‘quantitative’ effects of BS financial transfers have decreased over time, but did not
become negligible given the budget rigidity. On one hand, BS financial transfers were quite sub-
stantial, especially in the early part of the evaluation period. BS contribution has also been particularly
appreciable, given the budget rigidity described above. Until 2010, BS represented, on average, 11%
of total revenues, 8% of total public expenditure, 21% of discretionary expenditure and 30% of public
investments. In combination with the very important debt relief initiatives, BS has contributed to the in-
crease in discretionary expenditure observed until 2008, which clearly helped GoG in expanding public
investment and sustaining economic growth. BS, which represented 40% of expenditure on public in-
vestment in 2009, still supported GoG to respond to the fall in revenues that year. On the other hand,
despite the fact that BS financial transfers continued to increase (in nominal terms) until 2012, their
relative importance to other macroeconomic variables considerably decreased. In particular, 2009-
2010, public investments in some critical areas (e.g. energy and transport) were largely financed by

1 Multilateral Debt Relief Initiative.
72 Non-discretionary expenditures have been calculated adding the expenditures from the Statutory Funds to the
other usual main types of non-discretionary expenditure (salaries and interest payments).
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new resources mobilised in international capital markets. In 2012, BS represented only 1.2% of GDP
and 7% of total revenues. BS could not prevent a dramatically-narrowing fiscal space caused by the
lower-than-expected oil revenue and the crowding out of budget resources by the wage bill and inter-
est payments as mentioned above. The ‘quantitative’ effects of BS financial transfers at national level
became very low after 2010, but were not completely negligible, given the budget rigidity described
above.

Because of the way SBS was used, it contributed to maintaining reasonable levels of resources
for non-salary recurrent expenditure and, to a lesser extent, for capital expenditure. In Ghana,
the government budget (the Consolidated Fund) finances most of the public workers’ salaries, but only
a small part of the sector expenditures on goods & services and public investment. In many sectors,
goods & services and public investment are actually financed by Internally-Generated Funds (IGFs)?
and donor resources.” As mentioned under EQ1, SBS funds were ring-fenced by MoF and not
merged with GoG funds in national budget estimates.” Although this approach is not in line with the
original concept of BS, it actually ensured that SBS resources were effectively transferred to the rele-
vant MDAs (to be used for non-salary recurrent expenditure), despite the difficult macroeconomic con-
text and the budget constraints that prevailed after 20087¢. However, this also posed a humber of chal-
lenges: i) SBS ring-fenced resources cannot be considered as ‘discretionary resources’ because they
were allocated to specific sector activities or expenditure items; ii) the set-up created issues of sus-
tainability with, in some instances, MDAs facing shortfalls in resources once SBS operations ended.
Moreover, weaknesses in the public expenditure management system created inadequate and de-
layed release of resources for operations and maintenance at local level, undermining the ‘quantita-
tive’ effects of BS on policy implementation (see EQ6).

There is no evidence of a substantial increase in the share of external aid aligned to GoG
budgeting processes. BS DPs made strong commitments to increase the share of their support pro-
vided in the form of BS or using a programme-based approach. BS DPs commitments were largely
upheld until 2011. However, the effects of these positive evolutions were offset by a number of factors,
such as: i) the continuing overall dominance of project aid in the country’s wider donor landscape (in-
cluding non-BS DPs); ii) weaknesses in the national budget and planning processes (see EQ4) that
didn’t allow effective integration of external aid in these processes; iii) the absence of a single, con-
sistent and exhaustive source of information on external aid in GoG systems; iv) the decreasing quan-
titative importance of ODA in Ghana, when compared to macroeconomic aggregates; v) the poor shar-
ing of information related to some projects by certain DPs, and the limited achievements of DPs’ har-
monisation efforts. Based on the data available”, it appears that the share of ODA accounted for in
GoG’s financial information systems temporarily increased in 2006-2008, but subsequently followed a
clear downward trend. Overall, external aid (including BS and other forms of support) has remained
poorly integrated in the national budget processes and in decision-making on planning and strategic
priorities at sector level.

5.2.2 JC22. Frameworks for policy dialogue between GoG and DPs have been strengthened
and cover both performance assessment and broader policy issues

Between 2005 and around 2011, the architecture of dialogue between GoG and DPs, and be-
tween national stakeholders, substantially improved. Structures and mechanisms of dialogue
have been gradually established to serve two main purposes: i) strengthen the policy dialogue related
to the formulation and implementation of the national medium-term development strategies; ii) in-
crease donor harmonisation and, more generally, operationalise the concepts developed in the in-
creasingly important international aid effectiveness agenda. The overall dialogue architecture was
closely linked to the annual review process of the national medium-term development strategy (led by
the National Development Planning Commission — NDPC) and essentially relied on two levels of dia-
logue (see diagram below): i) overarching dialogue structures, such as GoG-DPs Consultative Group
and the MDBS group, which built on a close dialogue between (but not only) the DPs and the MoF; ii)

73 Internally-Generated Funds (IGF) are non-tax revenues collected by public institutions, and which include fees
and charges, licences, fines, sales of goods, dividends, divestiture proceeds. The focus here is on the MDAs. The
analysis does not include IGFs generated by MMDASs, because the funds are usually not considered in sector
budgets and are not accounted for in the national fiscal tables.

74 In sectors such as Education or Transport, Statutory Funds are also financing a large part of public investment.
75 SBS was classified under the same category as ‘donor money’ provided in the form of project aid (in contrast to
GBS funds, which were combined with other resources in the GoG Consolidated Fund).

6 See the Volume 2b for a detailed analysis in the Health sector.

7 There are serious limitations with regard to the accuracy of data related to ODA in general, and to aid account-
ed for in GoG budget documents in particular.
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around 15 Sector Working Groups (SWGs)’8, which covered the main areas of the national develop-
ment policy framework and involved a variety of stakeholders at sector level. Following regular pushes
by a very dynamic group of DPs, dialogue structures and mechanisms were formalised in successive
official documents — such as the 2005 Ghana Partnership Strategy (GPS), the 2007 Ghana Joint As-
sistance Strategy (G-JAS), and the 2012 Compact. In general, the first half of the evaluation period
was characterised by intense formal and informal dialogue. Although some challenges persist, the dia-
logue architecture successfully fulfilled several of the objectives pursued by GoG and the DPs — for
example, greater national ownership in the formulation and implementation of development strategies,
reduced fragmentation in the sourcing and management of external assistance, and enhanced moni-
toring and reporting systems for the review of the implementation of the national development strate-

gy.

Figure 12 Policy dialogue and aid co-ordination - Main platforms and stakeholders
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BS has been instrumental in the strengthening of the country’s dialogue architecture. It is im-
portant to highlight that some dialogue structures, such as in the Health sector, predate BS.” Howev-
er, there is a general consensus in the literature available and among stakeholders interviewed that
BS has been important in strengthening the dialogue architecture during the evaluation period. BS
naturally embodied many of the partnership principles that underpinned DPs’ harmonisation efforts at
sector and national levels. The launch of the MDBS in 2003 and the introduction of SBS in 2007 cre-
ated a momentum that strongly supported these efforts. As highlighted in the interviews and the eSur-
vey carried out in this evaluation, BS has played a key role in introducing broad policy issues in the
sector dialogue, and in improving the dialogue between line ministries and MoF. The increased focus
of the MDBS on the sectors also helped to some extent GBS being seen a little less as a tool that
mainly supported the actions of just a few national institutions, such as MoF. The review process of
annual PAF matrices imposed a certain discipline in the reporting mechanisms of some SWGs in the
context of the national development strategy’s review process. MoF and DPs staff involved in the

8 The number of SWGs slightly fluctuated over the years. The main policy areas with an SWG were: Agriculture;
Decentralisation; Education; Energy; Gender; Good governance; Health; Monitoring and Evaluation; Natural Re-
sources Management and Environment; Private Sector Development/Trade; Public Finance Management; Public
Sector Reform; Social Protection/Vulnerability & Exclusion; Transport; Water and Sanitation. Other areas includ-
ed: Employment, Financial Sector, Harmonisation & Aid Effectiveness, HIV/AIDS.

7 As mentioned under EQ1, the Health ‘Sector-Wide approach (SWAp) which was launched in Ghana in 1997
was one of the first in the world. In particular, in the context of the SWAp, GoG and DPs developed a Common
Management Arrangement (CMA) which defined the structure of dialogue and collaboration in the sector.
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MDBS group were the main drivers of many of the evolutions that took place during the period, as il-
lustrated by the establishment of guidelines to standardise the functioning of the SWGs in 2006. The
role of BS has been so prominent that some observers have highlighted that the whole aid architec-
ture was actually evolving around the MDBS framework, and that the MDBS dialogue overshadowed
the over-formal Annual Partnership Meeting of the GoG-DPs Consultative Group.

The sector dialogue relied on well-established mechanisms. Overall, the functioning of the sector
dialogue followed a similar organisation across sectors with: i) regular (usually monthly) GoG-DPs
SWG meetings organised around a system of co-chairing, ensuring some level of leadership by the
relevant national stakeholders (usually the Chief Director of the relevant line ministry) and rotating co-
chairing role among DPs; ii) regular DPs internal meetings to exchange information and prepare the
meetings with the other sector stakeholders; iii) broad annual meetings (e.g. ‘Health Summit’, Agricul-
ture ‘Joint Sector Review’ — JSR, Education Sector Annual Review — ESAR) to discuss sector perfor-
mance in a large dialogue platform. In several sectors, additional instances of dialogue would allow for
deepening of the dialogue throughout the annual cycle (e.g. ‘Business meetings’ in Health). Although
a standardisation process took place between 2006 and 2011, many SWGs continued to display very
distinctive features, as illustrated in the recording systems of the meetings and the size and composi-
tion of these groups (up to 50 partners were involved in the Agriculture SWG in some years, compared
to a dozen in other sectors).

However, sector dialogue suffered from various adverse factors. The quality of sector dialogue
has greatly varied across sectors, with some particularly strong performers, such as the Health SWG.
That said, the evidence gathered in interviews and documents reviewed (e.g. SWG aide-memoires)
shows that the SWGs have faced very similar challenges during the evaluation period — in particular, a
weak ‘follow-through’ of the recommendations formulated during the meetings. This can be partially
explained by fluctuating GoG engagement in sector dialogue and, in particular, no consistent involve-
ment of GoG senior staff across sectors and over time. Sector dialogue has also suffered from a high
turnover on both GoG and DPs sides, and from institutional ‘asymmetries’ — such as a strong empha-
sis put by GoG and DPs on the ‘Policy, planning, monitoring and evaluation’ divisions/directorates,
which undermined the capacity development and level of ownership of other important sector entities
(e.g. technical directorates in the Ministry of Agriculture). Well identified challenges, such as the ten-
dency of SWGs to work in silos, have never been overcome, despite several attempts to structure the
dialogue architecture around the ‘pillars’ of the national development strategy.

Other adverse factors include: i) the lack of a clear sector policy and institutional framework in certain
sectors (e.g. ENR); ii) the existence of vertical or stand-alone programmes of substantial size (e.g.
Global funds in Health, MCC in Agriculture) that did not follow the same logic as other donor support;
iii) the new strategies pursued by national stakeholders to find new sources of development finance
(e.g. partnerships established with non-traditional donors that didn’t adhere to the harmonisation prin-
ciples); iv) the overall decrease in ODA linked to evolving DPs orientations at global level, the interna-
tional economic crisis, and the access of the country to MIC status. Overall, after a general improve-
ment in dialogue until around 2012, sector dialogue has substantially deteriorated in recent years — as
illustrated by the decreasing frequency of GoG-DP meetings (e.g. Agriculture, Education, ENR) and
the lack of joint responses to annual sector reviews (e.g. Health). Several sectors now lack a critical
mass of DPs pushing for adherence to aid effectiveness principles and supporting harmonisation ef-
forts.

There have been regular attempts to improve the dialogue at MDBS level. Although several DPs
were particularly eager to see their specific areas of interest® being well reflected in the final MDBS
policy matrices, DPs and GoG endeavoured to ‘rationalise’ the instrument by decreasing the number
of targets and triggers used in the assessment frameworks. A large part of the dialogue was decentral-
ised to the sector level to deepen the discussions on particular thematic issues, and to give the re-
sponsibility to SWGs to agree, monitor and assess the performance against agreed actions in the
MDBS PAF. The introduction of a ‘holistic assessment’ in 2007 allowed for looking beyond individual
sectoral indicators to gain a broader understanding of overall progress in the implementation of the na-
tional medium-term development strategy. Moreover, a mechanism to discuss cross-cutting issues
during the annual reviews was put in place at MDBS level in 2010. Topics related to macroeconomic
management, which had previously been left to the discretion of the IMF, also became increasingly
important in the MDBS dialogue in the period 2009-2011.

80 |t is noteworthy that although, by nature, the MDBS comprehensively supported the entire national development
strategy, some DPs decided to place a stronger focus on specific themes in the design of their BS operations and
in the dialogue with GoG. For instance, the EU laid emphasis on social services in the MDG-C operation, while
the AfDB put the emphasis on private sector development.
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However, the space for frank and open dialogue between MDBS partners (DPs and GoG)
shrunk considerably in the period 2009-2013. Despite regular improvements, the MDBS PAF and
the related dialogue have remained very broad in scope. At the same time, by and large, the MDBS
dialogue remained narrowly focused on the formulation and assessment of targets and triggers related
to GoG short-term policy actions, and became entangled in the short-term nature of the reform pro-
cess in Ghana (see also EQ1). Consensus between DPs and with GoG on sensitive issues, such as
the appreciation of government measures to improve the macroeconomic situation, became increas-
ingly difficult to achieve. From 2009 onwards, in a context of declining volumes of ODA and with top-
level GoG officials showing little enthusiasm for aid co-ordination and external assistance in general®?,
DPs increasingly started to follow individual strategies. The situation was reinforced by the high turno-
ver within development agencies and the MoF, which considerably limited the institutional memory
among stakeholders and undermined the pursuit of a close dialogue and informal exchanges between
GoG and DPs.

5.2.3 JC23. Accompanying measures (provided either as part of the BS package or through
complementary projects) support capacity development of the relevant stakeholders,
including public institutions

Substantial levels of accompanying measures have been provided in all sectors and areas. All
the main forms of accompanying measures have been implemented in Ghana, including:
i) Institutional building projects (e.g. multi-donor support to the Ghana Audit Service) or stand-alone
technical assistance (e.g. Canada’s support to MOFA); ii) Specific analytical work (e.g. public expendi-
ture reviews financed by the WB); iii) Comprehensive reform projects (e.g. multi-donor support to
GIFMIS in the area of PFM); iv) Support to non-state actors (e.g. Dutch and Danish support to KASA
in the ENR sector). The level of accompanying measures has been substantial in most sectors and
areas.

Policy dialogue has benefited from the technical assistance and extensive analytical work fi-
nanced by DPs as a complement to BS. There are multiple examples of the results of accompany-
ing measures feeding into policy dialogue. At national level, the MDBS dialogue has relied on numer-
ous thematic studies carried out during the period (e.g. PEFA reports® or studies on the management
of oil revenues). In the Health sector, DPs have financed surveys and studies that fed into the annual
review process of the sector. In the ENR sector, the Country Environmental Analysis (co-financed by
France, the Netherlands and the WB) was the origin for multiple policy initiatives that took place in the
following years.

In the absence of a coherent framework for capacity development, accompanying measures
aimed at strengthening sector institutions remained very much donor-driven. MDAs have gen-
erally been poor at articulating their capacity needs, although there have been a few positive at-
tempts.®® In the absence of a coherent framework for capacity development®, the support ended up
being very much donor-driven. Moreover, although overlaps were avoided, efforts supported by the
various DPs often remained fragmented. Attempts to provide a comprehensive support to M&E and
statistical development were either aborted or faded out rapidly. There has also been a certain level of
disconnect between the individual technical support projects financed by DPs at sector level and the
wider (mainly GoG-led) initiatives in the area of public sector reform.

There is also little evidence of DPs playing the role of ‘knowledge’ brokers. There have been on-
ly few attempts to foster the ties between academia, thinktanks, public institutions and other stake-
holders, or to explore innovative ways of nurturing links between Ghanaian public institutions and re-
gional or international peers.

81 It is noteworthy that there has been no core national aid-effectiveness agenda able to attract bipartisan support
during the whole period.

82 public expenditure and financial accountability reports.

83 |n the context of GoG's ‘New Approach’ to Public Sector Reform, launched in 2010, a Capacity Development
Mechanism (CDM) began to be implemented in 2012. However, it was still in the pilot stage in 2015.

84 The Ghana Aid Policy and Strategy 2011-2015, which was ultimately never signed by GoG, underlined the fact
that: “The absence of a national strategy for capacity development has been a major impediment to harnessing
the full potential of external aid, in particular technical assistance, which also seeks to build the capacity of Gov-
ernment officials. Therefore, a broad framework for capacity development is needed if technical co-operation in
Ghana is to have the intended impact on building Government’s capacity.”
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5.2.4 JC24. Levels of co-ordination and complementarity between DPs, BS operations and,
more largely, between DPs interventions have improved, and transaction costs have
decreased

Co-ordination and harmonisation efforts between BS DPs were strong in the first half of the
evaluation period. BS DPs supported the multiples initiatives that were launched in the wake of the
2005 Paris High-Level Forum on Aid Effectiveness (e.g. donor mapping, aid effectiveness surveys),
and engaged in intense formal and informal dialogue during the first years of the evaluation period.
They formalised their commitments to harmonisation principles in a 2007 document, the Ghana Joint
Assistance Strategy (G-JAS). At the same time, the system of rotating co-chair put in place in the vari-
ous dialogue structures allowed enhanced participation of small donors in national and sectoral dia-
logue. Paris Declaration surveys highlight a marked increase in a number of aid effectiveness indica-
tors (e.g. co-ordinated country analytic work, co-ordinated donor missions) between 2005 and 2007.
By the late 2000s, a number of pool funds had also been put in place (e.g. DDF for decentralisation,
GIFMIS for PFM, GSS for national statistics, BUSAC for business advocacy organisations, GHARI for
civil society organisations), most of them largely supported by BS DPs. Efforts reached their climax
with the launch of important sector-wide support programmes in Education, Agriculture and ENR in
2008, which were all strongly supported by BS DPs.

Co-ordination efforts dramatically decreased in the second half of the evaluation period. Co-
ordination efforts were sustained until around 2011. However, as illustrated by the results of the Paris
Declaration surveys, they had already started to fade away between 2008 and 2010. An attempt to
launch a more ambitious division-of-labour process had failed in 2008 (mainly due to a lack of GoG
engagement, according to observers) and the national aid policy and strategy, finalised in 2010, was
ultimately never adopted. The period 2008-2010 also showed the increasing tendency of some DPs to
take unilateral actions with regard to the provision of their budget support.8> Moreover, SBS arrange-
ments to ensure harmonisation between DPs were not fully respected. In the Health sector, DPs inter-
ventions may have avoided overlaps between their actions thanks to the various joint dialogue mech-
anisms set up in the context of the Sector-Wide Approach (SWAp), but they have very much remained
oriented towards their own priorities, and this increasingly reduced ‘strategic coordination’ and syner-
gies.8® Attempts to enhance mutual accountability through the introduction of a DP-PAF®" after 2010
never succeeded, and the GoG-DPs ‘compact’ signed in 2012 never really took off. The decreasing
level of support provided by DPs after the country’s access to MIC status in 2011 and the collapse of
the MDBS framework in 2013 precipitated the decline in co-ordination efforts in the second half of the
evaluation period.

Overall, transactions costs remained low (much lower than other forms of aid), although ear-
marking of SBS led to increased costs in recent years. Due to a tight schedule, some issues were
faced in relation to the timely closure of the MDBS PAF. Despite these challenges, which led to delays
of a few months in the release of tranches, BS disbursements have been, in general, predictable. This
is confirmed by the 2012 PEFA and by the results of the eSurvey carried out in this evaluation, which
highlight that a majority of respondents (including on GoG side) perceive that BS has been imple-
mented in a well-scheduled and predictable manner. It should also be underlined that the monitoring
of BS was well integrated in the national review processes, and the main evaluation of BS that took
place during the period (2007 ODI evaluation of the MDBS) was commissioned in a joint fashion.
Moreover, the continuous high level of (often joint) analytical work carried out meant that BS formula-
tion could rely on a wealth of information. Several SBS initiatives (e.g. ENR, Health) were designed
jointly. However, it is noteworthy that there was some “fatigue” with the dialogue process among MoF
officials in the middle of the evaluation period. The transaction costs were perceived as being too high,
considering the level of resources expected from the MDBS and compared to other potential new
sources of finance (see also EQ1). Moreover, SBS became increasingly ‘earmarked’ (especially in the
Health sector). This posed a nhumber of problems, including: i) the flow of funds would not be fully inte-
grated in national systems; ii) DPs were now making separate requests to GoG to report on the use of

85 |In 2008, the AfDB converted a target from the 2008 MDBS policy matrix into a trigger, without consulting its
partners — which, in particular, created some frustrations on GoG side. In 2009, the World Bank’s decision to tem-
porarily abandon the MDBS PAF in order to more efficiently respond to the country’s financial crisis came as a
surprise to many DPs.

86 |t should be noted that DPs and GoG have never designed any joint framework to monitor and evaluate the per-
formance of SBS (including to assess progress against the objectives of the associated ‘theory of change’), nor
has there been any joint recording of BS disbursements made by the various DPs (including timing and conditions
attached to tranches).

87 The aim of the DP-PAF was to assess the performance of DPs in the provision of their support and, in particu-
lar, track progress in their alignment to aid effectiveness principles.
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SBS funds; iii) funds would be released directly to sector agencies (without passing through the MoH),
and MoH would still be held accountable (in theory) for the decisions taken by agencies.

5.3 (Step 1) EQ3 - Macro-economic management

EQ3 - Macro- To what extent has budget support contributed to improvements in the quali-

economic ty of macroeconomic management?
management

Overall answer to the evaluation question

In the mid-2000s, Ghana emerged with a very low and sustainable debt level from the successful
HIPC process to which all BS inputs contributed. In the subsequent years, despite a few improve-
ments in specific areas, the overall quality of macroeconomic management seriously weakened.

Ghana made important progress in managing its newly found oil wealth by establishing institutions that
allow for transparent oil revenue management and account for intergenerational consideration.® Gha-
na is compliant with the Extractive Industries Transparency Initiative and regularly publishes annual
reports. The Public Interest and Accountability Committee, a citizen-led statutory body established to
provide additional independent oversight of the collection and utilisation of Ghana’s petroleum reve-
nues further enhances the transparency of oil revenue management. Through dialogue and specific
accompanying measures, DPs played an important role in supporting Ghana’s objectives in creating
effective institutions for management of revenues from natural resources.

The overall fiscal envelope has increased from around 18% of GDP in 2005 to around 26% in 2015 as
a result of higher tax revenues and oil revenues. However, although BS did help to protect some pro-
poor expenditure items, including the strengthening of a social safety programme, the increase in the
overall fiscal envelope did not translate into a proportional increase in pro-poor spending. The eight
percentage point increase in the overall fiscal envelope went entirely to higher interest payments and
public sector wages and the share of pro-poor expenditures actually declined from more than 8% in
GDP in 2005 to less than 6% in 2015. The ratio of pro-poor expenditures in total expenditures declined
from 45% in 2005 to only 22% in 2015.

At the beginning of the evaluation period, DPs had relatively high confidence in Ghana’s macro-
management and not much emphasis was placed in BS dialogue on corrective measures of a fiscal
regime that became increasingly unsustainable. In the subsequent years, the authorities were unable
to safeguard Ghana’'s macro-management from the impact of political cycles. Large increase in public
spending before the elections in 2008 and 2012 resulted in serious macroeconomic destabilisation.
The continuous and excessive debt accumulation led to a situation where Ghana was considered a
country with high risks of debt distress, and with very costly debt service that crowded out develop-
ment projects and discretionary expenditures.

Despite warning signs — such as the authorities’ appetite for concessional borrowing and their unwill-
ingness to renew the IMF programme — emerging immediately after HIPC completion in 2006, DPs
and GoG did not agree on major steps to strongly mitigate risks at macroeconomic level. BS still
played an important role in the IMF-led stabilisation programme of 2009-2012 providing important co-
financing.

The collapse of the IMF programme in 2012 as a result of the second wave of pre-election fiscal over-
spending led to the withdrawal of several DPs from BS. The decision not to provide BS in 2013 and
2014 played an important role in the authorities’ return to the path of stabilisation supported by large
IMF and World Bank programmes launched in 2015. Since 2015, Ghana has made important strides
in strengthening its fiscal position under a stabilisation programme supported by the IMF and the WB.

5.3.1 JC3L1. Fiscal Policy, incl. the quality of capital expenditure, has improved

The large increase in public spending before the elections in 2008 and 2012 resulted in macro-
economic destabilisation and massive debt accumulation. In the mid-2000s, Ghana emerged
from the successful HIPC process with very low and sustainable debt level. In the subsequent period,
however, the quality of macro-management progressively weakened. The authorities were unable to
safeguard Ghana’'s macro-management from the impact of political cycles. Large increases in public
spending before the elections resulted in macroeconomic destabilisation and massive debt accumula-

88 According to the Petroleum Revenue Management Act approved in 2011, 70% of oil revenues go to the coun-
try’s consolidated budget, 10% to the Ghana Heritage Fund (that accumulates oil wealth for future generations)
and 15% to the Ghana Stabilization Fund. The law also stipulates that 70% of annual disbursements from the
Ghana Stabilization Fund for the budget should be used for capital expenditures.
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tion — see figure below. This, in turn, led Ghana to become a country with high risks of debt distress in
recent years and very costly debt service that crowded out development projects. Since 2015, Ghana
has made important strides in strengthening its fiscal position under a stabilisation programme sup-
ported by the IMF and World Bank.

Figure 13 Deficit Trend (cash basis) and Public and External Debt
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Source: Government of Ghana fiscal tables; Oppong, Aykut, and Smith 2014, IEG.

The increase in the overall fiscal envelope did not translate into an increase in pro-poor spend-
ing.8° The overall fiscal envelope has increased during the evaluation period as a result of higher rev-
enues on the back of higher tax revenues and oil revenues that increased from around 18% of GDP in
2005 to around 26% in 2015. However, this did not translate into an increase in pro-poor spending.
The eight percentage point increase in the fiscal envelope went entirely to higher interest payments
and public sector wages. The share of pro-poor expenditures has declined from more than 8% in GDP
in 2005 to less than 6% in 2015. The ratio of pro-poor expenditures in total expenditures declined from
45% in 2005 to only 22% in 2015. Pro-poor expenditures were crowded out through excessively high
wage and salary expenditures and interest payments.

Public wages became an important spending item in Ghana’s budget. A reform proposal in 2006
aimed to address the inequities in public sector pay and provide a significant pay increase for most
civil servants. To offset the fiscal impact, the proposal also included staff rationalisation. However,
while the GoG did conduct a costing exercise, it significantly underestimated the reform’s eventual fis-
cal implications. Some factors such as a number of parallel wage increases across the salary scale
and an increase in allowances contributed to an explosion in the final costs of the reform. In addition,
the single spine salary reform was implemented with retroactive effect, thus instituting wage arrears.
Efforts to contain civil (and public) service growth were ineffective as they did not apply to teachers
and health workers. Public wages and salaries increased from 3.9% of GDP in 2000 to 12% in 2012,
well above figures for peer countries. In recent years, these figures decreased after a strict adjustment
programme and nominal increases below inflation. However, they remain at the high end of regional
comparator countries.

89 More details including a definition of pro-poor expenditures is provided in volume 2a.
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Figure 2 Breakdown of Government expenditures
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Capital expenditures have been excessively subject to political economy considerations. Fund-
ing of high priority capital expenditures with presumably high social return was the key rationale be-
hind non-commercial borrowing by Ghana following HIPC. Capital expenditures surged in 2008. How-
ever, the selection of candidate projects was compromised by a lack of efforts and capacities in pro-
ject assessments as well as by decisions that were too often reflecting political considerations rather
than economic returns. Tightened fiscal constraints as a result of spending choices that favoured
wages and led to high interest payment, led to a decline in capital expenditures as a percentage of
GDP.

The GoG’s response to the shocks that Ghana experienced in the period of 2007-2012 led to
substantial allocations of resources for fuel and energy subsidies. It is estimated that taxes and
levies constituted about 35-40% of the final price of fuel.®® However, important subsidies were also in-
troduced to support gasoline consumption due to the lack of pass-through of higher international pric-
es and exchange rate depreciation to the domestic retail prices. The GoG started passing on a larger
share of the increased cost of energy production to consumers as the budget pressure became unsus-
tainable due to currency depreciation. The GoG removed the subsidies completely in January 2016 as
part of the implementation of the IMF Extended Credit Facility and the World Bank’s new Development
Policy Operation (DPO). Concerning fuel subsidies, the government continued to set inadequately low
administrative prices for the retail prices of fuel in 2008-12 that did not reflect the extent of currency
devaluation. This led to subsidies to the operators, which further increased the fiscal burden. A new
policy took effect in February 2013 when gasoline and diesel prices increased by 20%. Prices in-
creased further in December 2014 by 100%. The GoG discontinued subsidies in June 2015 and elimi-
nated the remaining subsidies and cross-subsidies in January 2016, except for the subsidy for boat
fuel, which is a cross-subsidy funded by a levy on premium gasoline.

With respect to the management of natural resources, Ghana made important progress in
managing its newly found oil wealth by establishing institutions that allow for transparent oil
revenue management and account for intergenerational consideration. According to the Petrole-
um Revenue Management Act approved in 2011 (and amended in 2015), 70% of oil revenues go to
the consolidated budget, 10% to the Ghana Heritage Fund (that accumulates oil wealth for future gen-
erations) and 15% to the Ghana Stabilization Fund. The law also stipulates that 70% of annual dis-
bursements from the Ghana Stabilization Fund for the budget should be used for capital expenditures.
Ghana is compliant with the Extractive Industries Transparency Initiative and regularly publishes an-
nual reports. The Public Interest and Accountability Committee, a citizen-led statutory body estab-
lished to provide additional independent oversight of the collection and utilisation of Ghana’s petrole-
um revenues further enhances the transparency of oil revenue management. Through BS, DPs played
an important role of supporting Ghana’s objectives in creating effective institutions for management of
revenues from natural resources

9 http://www.slideshare.net/theoacheampong/breakdown-of-petroleum-pricing-in-ghana
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5.3.2 JC32. Debt Management has been strengthened

Debt management weakened because of unsustainable fiscal expansion. Public debt, which was
brought down to less than 20% of GDP as of 2006, has increased to more than 70% as of end 2015
virtually eliminating the borrowing space for Ghana. As of 2015, the average interest rate was around
10%, largely reflecting very high nominal interest rates on Ghana’s domestic bonds. The large share
of short-term domestic debt for deficit financing in total public debt is costly and has negative implica-
tions for debt refinancing. The yields on Ghana’s international bonds have been around (sometimes
above) 10% in recent years, highlighting the country’s high borrowing costs. The fiscal consolidation
underway positively contributed to improve debt management in 2015 and 2016.

Despite important shortfalls, there were some improvements in the debt management func-
tions. Ghana’s first debt management strategy was prepared in 2010 covering the period of 2012-
2013. It has been reviewed and updated several times since then. A preliminary Debt Sustainability
Analysis conducted for the strategy in 2007 indicated that Ghana had significant borrowing space and
could therefore borrow to fill the financing gap needed to achieve the MDGs and accelerate infrastruc-
ture development and growth. However, the analysis also recommended a restraint on commercial
borrowing since it could trigger higher risk level and jeopardise the support from the IMF and the
World Bank. This important policy prescription was not implemented in subsequent years: short-term
borrowing became an important source of deficit financing leading to adverse changes in the average
costs of public debt and its composition. The new debt management strategy (covering the period
2015-2018) reflects authorities’ cautious approach in light of substantially reduced borrowing space.

5.3.3 JC33. Monetary and exchange rate policies have improved

Fiscal dominance was a key feature of macroeconomic management until recently. The link be-
tween the fiscal deficit and inflation in the period 2008-2015 highlights the Bank of Ghana’s strong
monetary accommodation of fiscal expansion. Central Bank financing was an important source of defi-
cit financing in the period of high inflation, including in 2008 and in the period between 2012 and 2014.
Monetary accommodation of the budget deficit took place through various mechanisms in different pe-
riods. In the early and mid-2000s the monetary authority could engage in direct credits to the govern-
ment. By 2009 the Central Bank had already used the space to accommodate the fiscal policy defined
by the law at 11% of GDP (measured as the balance of outstanding credits to the government in per-
cent of GDP). After hitting this ceiling, the Central Bank continued accommodation of the fiscal deficit
through government bonds purchases, including from the primary market. The Central Bank’s practice
of automatically buying unsubscribed bonds continued until 2014. As a result of strong accommoda-
tion in the period of 2008-2014 the slippages in fiscal policy translated into total macro-destabilisation
because the Central Bank monetised the fiscal deficit. Significant progress has been made since, as
monetisation has been disallowed following the introduction of the IMF programme in 2015. The Cen-
tral Bank cannot buy government bonds even for its repurchase (REPO) operations. This is an im-
portant safeguard against possible macro-shocks arising from monetisation of fiscal imbalances.

The exchange rate has been largely flexible, albeit some instances of inflexibility over the eval-
uation period that resulted in reserve loss and postponed adjustment. The Monetary Policy
Framework of Bank of Ghana is based on inflation targeting, which assumes relatively free floating ex-
change rate regime. The key monetary policy instrument has been the policy rate, which was on rise
in recent years in response to persistently high inflation. The exchange rate largely followed the
changes in the strength in external position, including terms of trades and capital inflows. The initial
wave of fiscal expansion and large monetisation of debt in 2008 was followed by depreciation. The
policy response was slower during the second wave of destabilisation in 2012, which led to a brief pe-
riod of real exchange rate appreciation and large reserve losses. The exchange rate was adjusted in
2014 and has been relatively stable since mid-2015, while the current account balance of payments
deficit was reduced because of the mix of fiscal consolidation and devaluation. The high policy rate
that has been above 20% during 2015 and 2016 has also eased exchange rate pressures.

5.3.4 JC34. BS contribution

Macroeconomic management has not been an operational focus of BS operations until around
2009. In the early parts of the evaluation period, DPs had high confidence in the GoG’s macro-
management and thus did not sufficiently focus the BS dialogue or policy content on macro and fiscal
policies. However, an excessively positive macroeconomic outlook in combination with the recent oil
discovery and high commaodity prices actually contributed to non-prudent fiscal policies that were sub-
sequently difficult to reverse. Although several warning signs emerged immediately after HIPC com-
pletion, such as authorities’ appetite for concessional borrowing not typical for a post-HIPC IDA-only
country, and unwillingness to renew the IMF programme, DPs did not take any major steps as part of
BS to mitigate those policy risks.
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However, BS did play an important role thereafter, especially during the IMF-led stabilisation
programmes providing important co-financing for the programmes. The collapse of the stabilisa-
tion programme in 2012 as a result of the second wave of pre-election fiscal overspending contributed
to the withdrawal of most of DPs from BS. The decision of most DPs not to provide BS in 2013 and
2014 played an important role in authorities’ return to the path of stabilisation supported by a large IMF
and World Bank programmes launched in 2015.

Moreover, the MDBS helped GoG to maintain somewhat of a pro-poor focus and contributed to
improving the country’s management of revenues from natural resources. BS has contributed
positively to the protection and strengthening of some pro-poor sectors, including the allocation to and
administration of social safety net programmes. MDBS DPs also regularly expressed concern regard-
ing the apparent weakening of the GoG’s commitment to maintaining pro-poor expenditures which
helped raising awareness on this issue®!, although pro-poor expenditures were crowded out by fiscal
pressures and budget rigidities in the second half of the evaluation period. In the management of rev-
enues from natural resources, the Department for International Development (DFID) and the WB pro-
vided active support which accompanied the country’s transition process after the discovery in com-
mercial quantities of petroleum resources in 2007 which included more equitable redistributive
measures of the expected resource windfall. More specifically, the World Bank’s PRSC-7 supported
the adoption of the Petroleum Revenue Management Act in 2011 (the main legislation governing oil
revenue management), which was revised in 2015. Ghana'’s Petroleum Commission was established
in 2013 after approval of the law submitted to the parliament, the preparation of which was supported
by World Bank’s PRSC-8. The World Bank (under EGPRC® and the PRSCs) also supported the
adoption of action plans for the utility companies’ financial recovery and reintroduction of an automatic
tariff adjustment mechanism.

In recent months, BS contributed to several important achievements which were made to im-
prove the quality of macroeconomic management. Ghana’s overall macroeconomic situation re-
mains fragile given its continuing high level of public debt and considerable risks of policy slippages.
However, there have been some important positive developments since 2015. The WB BS operation
implemented in close coordination to an IMF stabilisation programme helped the GoG to substantially
improve the country’s macro-fiscal environment as illustrated by the reduction in the primary deficit
and the elimination of some of the fuel and energy subsidies.

5.4 (Step 1) EQ4 - PFM

EQ4 - PFM To what extent has budget support contributed to the improvements in the

guality of Public Finance Management?

Overall answer to the evaluation question

There have been modest improvements in the management of government finances. Most notable,
the Chart of Accounts has been updated to follow good international practice, programme based
budgeting has been introduced, the deployment of a functioning FMIS (Ghana Integrated Financial
Management Information System - GIFMIS) facilitates control, data management and oversight of
some central government finances, and transparency of government operations has somewhat im-
proved. While arrears remain problematic, inroads have been made with regards to over-commitment
of central government finances and arrears are better monitored and audited.

However, considerable shortcomings remain. The public finance environment was not conductive for a
prudent fiscal position, as evidenced by the repeated slippages from fiscal balance targets. The rigid
and fragmented budget meant that the GoG was unable to reduce spending when there were revenue
shortfalls, or a need to raise certain priority expenditures, including during election years. Extensive
investments in GIFMIS have not been able to prevent budget overruns, as only a limited number of
expenditure items are subject to budgetary controls.®® Allocative efficiency has been constraint by the
budget structure that does not lend itself to an intuitive assessment of how funds are allocated. In ad-

91 The MDBS holistic assessments regularly made references to the evolution in pro-poor spending. It was a spe-
cific topic discussed under the cross-cutting issue “Ensuring Equitable Development” analysed in the 2011 MDBS
review. The World Bank’s EGPRC operation had an explicit outcome indicator on protecting of pro-poor expendi-
tures and both PRCSs and EGPRC operations had a specific focus on factors potentially affecting public resource
allocation, such as public sector employment and subsidies.

92Economic Governance and Poverty Reduction Credit

9 In particular, wages and salaries as well as domestic debt payments continue to be managed outside the
GIFMIS and are not subjected to its internal ex-ante budgetary control, despite the broad recognition that these
items contributed significantly to fiscal risks in recent years.
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dition, ‘quasi statutory funds’ (wage and interest payments) have made up an excessive share of the
budget in recent years, crowding out discretionary funds and thus limiting the GoG’s ability to make
strategic budgetary decisions. Finally, the slow progress with setting up a Treasury Single Account
has raised operational efficiency concerns, as significant balances remain outside the scope of the
Treasury.

While overall progress with PFM reform has been limited, there is a consensus among stakeholders
that BS has contributed positively to the progress that has been observed. A considerable amount of
analytical work — such as the joint annual external review assessments carried out until 2012 — and
advisory services has been provided in PFM by the DPs in parallel to the provision of BS. These have
been very technical with a large set of recommendations spanning the entirety of the budget cycle.
However, while they were useful in identifying PFM bottlenecks, they were not supported by a clearly
articulated and sequenced reform strategy. The lack of prioritisation has meant that investments in
some dimensions were not fruitful. The implementation of advanced budgeting modalities was not ac-
companied by sufficient investments in strengthening execution capacity. Accompanying measures,
such as the introduction of the GIFMIS, have been important, but the link between such measures and
the BS dialogue has remained limited. Overall, BS and accompanying measures have only had limited
effect on facilitating an enabling environment for PFM investments in Ghana.

5.4.1 JC41. The budget has become more credible

Ghana’s budget is characterised by a high level of fragmentation and a number of rigidities
which mainly stem from the fiscal rules governing the budget process, the poor administration of inter-
nally generated funds, the increasing share of earmarked budget revenue, and the dependence of
state owned enterprises on central government budget. The rigidities reduce fiscal space when there
are shocks in the economy as they limit the discretionary power of the MoF to adjust spending. As a
consequence, they contribute to the overall deterioration of fiscal indicators and missing deficit targets.

Moreover, the GoG has tended to finance its revenue shortfall (or spending excesses) by bor-
rowing heavily from the domestic market and accumulating arrears on Statutory Funds. This is
an expensive policy stance as it results, on the one hand, in high domestic interest payments, crowd-
ing out of the private sector and increasing interest rates, and, on the other, increased uncertainty and
higher prices.

Budget credibility has been adversely affected by significant variances in the use of resources
across budget heads (both economic and administrative). Ghana did not perform well in terms of
budget credibility in the PEFA assessments carried out during the evaluation period.®** As illustrated in
the figure below, while expenditure and revenue outturns have broadly matched budget plans over the
recent years, it has not always been the case during the evaluation period. The credibility of the budg-
et has been adversely affected by significant variances in the use of resources across budget heads
(both economic and administrative). These variances reflect weaknesses in budget formulation as well
as insufficiently disaggregated reporting of contingency amounts. Aggregate budget performance has
also remained volatile in part because of unanticipated wage increases and insufficient budgetary con-
trols. Frequent budget overruns were made despite considerable FMIS investments, evidencing that
budgetary controls were insufficiently implemented over the majority of the evaluation period. Over-
runs were particularly high for domestic debt servicing and wages and salaries, where transactions
were posted to the general ledger after they had occurred. However, the situation appears to have
stabilised in the context of the ongoing IMF programme. By 2015, the deviation of actual deficit from
the planned deficit was 9%, thus significantly lower from that of 2012, 2013, and 2014 when the actual
deficit exceeded the planned deficit by 142%, 28% and 20% respectively.

94 Using numerals (0-6, 6 being the highest score) to allow averaging of scores across dimensions, the PEFA
scores for budget credibility were 2.25 in 2006, 1.25 in 2009 and 1.25 in 2012.
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Figure 14 Aggregate budget performance
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5.4.2 JC42. The strategic allocation of resources has improved

Progress with the strategic allocation of resources has been mixed. Most importantly, the frag-
mented yet rigid budget architecture has not allowed for the necessary flexibility to make strategic ex-
penditure adjustments during times of fiscal stress. This situation has worsened during most of the
evaluation period after an expansionary expenditure trajectory, in that quasi-statutory payments had
increased significantly leaving little space for making allocative decisions. To compensate, arrears to
Statutory Funds were accumulated.

Gains in terms of policy based budgeting have been modest. On the upside, an updated chart of
accounts has aligned Ghana with international good practice. The economic classification segment of
the budget classification structure is a subset of the CoA and these are consistent across all levels of
government. This is an important facilitating step for effective budgeting and the application of the Fi-
nancial Management Information System. However, on the whole, budgeting has remained incremen-
tal and input oriented, despite the early introduction of advanced budgeting methodologies. Moreover,
slow progress in strengthening budget execution (see JC4.3) limited their value as an instrument to
strengthen the strategic allocation of resources.

In addition, the comprehensiveness of the budget remains an issue that undermines the budg-
eting process. The integrity of budget institutions is weakened by off-budget expenditures, as they
are not applied to the budget law and undermine accountability and transparency as the public cannot
hold the authorities accountable. They also underestimate the level of government expenditures and
render the budget ineffective as a device to signal the direction of economic policy. While the size of
extra-budgetary expenditures was not estimated, weak reporting of flows, stocks and use of IGFs con-
stitutes a problem. Moreover, incomplete coverage of financial assistance raises stewardship con-
cerns, and restricts the GoG’s ability to prioritise resources against need. The PEFA assessments
(2006, 2009, and 2012), which are discussed in volume 2a, provide further details on the issue of stra-
tegic allocation of resources.

5.4.3 JC43. Budget execution’s operational efficiency has improved

Overall, budget execution’s operational efficiency has somewhat improved. Arrears in 2014
were reported at 5.2% of GDP, which is high, but a relative reduction to previous years. Responsible
for arrears were in part non-payments to Statutory Funds and that - at times - Treasury did not have
the funds to honour invoices generated from warrants that had already been issued. Arrears to Statu-
tory Funds were largely cleared in 2015, which was a condition of the IMF programme. Moreover, for
the expenditure items routed through the GIFMIS, the problem of over-committing government re-
sources has been addressed. However, as GIFMIS coverage remains limited, the risk of continued
accumulation of arrears remains high. A notable improvement in the management of arrears is that
they are better monitored and audited than they were prior to 2009.

The introduction of GIFMIS has constituted a major improvement in terms of subjecting central
government finances to rigorous internal controls. The system was set up expeditiously and
budget managers at central levels were using it for day-to-day transactions regarding goods and ser-
vices. However, while the system is how operational, GIFMIS is not yet sufficiently comprehensive to
serve as a budget management tool. For GIFMIS to be able to provide accurate, comprehensiveness
and timely information on all commitments, expenditures and receipts government-wide, and credible
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information required for controlling the fiscal deficit accurately determining the ways and means posi-
tion, cash balances and for cash management, it would need to be implemented across all levels of
government and used for the entirety of the budget. In 2015, only 12,000 transactions amounting to
about 21% of total expenditures were subjected to the rigorous ‘P2P’ cycle in the system. Large ex-
penditure items, such as domestic debt servicing and the majority of salaries and wages, are posted to
the system after the transactions have occurred, and are thus not subject to the same ex-ante budget-
ary controls. Other items (such as Statutory Funds, internally generated funds, and extra budgetary
funds) are not routed through the IFMIS at all. An effort is currently being made to expand IFMIS®%
coverage, which will be critical for improved budget management and operational efficiency.

There have been some improvements in revenue and cash management, but budget releases
have been frequently late. This resulted in local budget managers developing informal arrangements
to by-pass the commitment and budget control procedures embodied in the system. Thereby govern-
ment enters into informal credit agreements with suppliers for delivery of goods and services which
are paid for after the release actually takes place. A GIFMIS produced purchase order is created and
commitment and invoice transactions are entered at this time. This defeats the purpose of the com-
mitment system. Sometimes, payment is made from funds from other sources such as internally gen-
erated funds, which are not banked in the Treasury Single Account (TSA) and are not under control of
the treasury. The laxity in budget release procedures was reported to have built up resistance for the
inclusion of these funds in the TSA.

Progress with regards to the TSA has been limited, bank accounts remain fragmented and idle
balances remain a considerable problem. Some bank accounts have been closed since 2009.
However, the bulk of Statutory Funds, internally generated funds and donor funds continue to be
banked outside the treasury and balances are not swept. Instead, an effort was made to link accounts,
such that information on balances would be available to the treasury. With this approach, however, the
Central Bank will not be able to draw on the money available in the accounts for investment (or fund
requests from other spending units), nor will it extend the government’s overdraft limit.

The quality of procurement procedures constitutes an important factor to operational efficien-
cy. The legislative foundations are robust and make for an adequate provision of an enabling envi-
ronment. However, procurement suffers from only partial competition, procurement information to the
public and potential bidders is still not fully disclosed, and a fair system to handle procurement com-
plaints is still lacking. On balance, progress is in form rather than function, and evidence that better
value for money in procurement has been achieved is limited.

5.4.4 JC44. External oversight in relation to financial accountability and the fight against cor-
ruption has become more effective

Financial statements have been produced timely and within the statutory foreseen period. In
addition, the National Audit Service produces frequent audit reports, which ensures that parliament re-
ceives audit reports timely and can thus hold controlling officers accountable in case of irregularities.
This is a significant achievement and makes Ghana stand out with respect to regional comparators
such as Malawi and Zambia.

On the downside, financial statements received by the national Audit Service have been found
to be partial and unreliable. The controller, as per mandate, is only required to report against ex-
penditures of the consolidated fund. Financial statements of Statutory Funds and others are subject to
much less rigorous (and not ex-ante) internal control and their quality is thus mixed. This complicates
the external audit assessments, makes thematic and performance audits more difficult, and reports
not fully comprehensive and systemic. Moreover, the Ghana Audit Service faces capacity constraints
and outsources much of its work to private contractors.

The Parliamentary Committee (the Public Accounts Committee) receives audits timely but does
not have the resources or capacity to sufficiently follow up on audits. Although the situation has
improved in recent years, a significant backlog of cases remains. In addition, there is mixed evidence
that in cases where irregularities have been identified, stakeholders are sufficiently held accountable.

On balance, preconditions for an effective accountability chain are in place. Undermining factors
are the quality and comprehensiveness of financial statements, insufficient capacity at the National
Audit Service and the Parliaments Accounts Committee, and insufficient follow up on executive action
to implement the government’s anti-corruption policy framework and ensure law enforcement.

9 |Integrated Financial Management Information System.
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5.4.5 JCA45. BS contribution

While overall progress with PFM was limited, stakeholders note that BS significantly contribut-
ed to the progress observed. The eSurvey carried out in this evaluation has yielded rather positive
responses across stakeholders regarding the contribution of budget support to PFM reform. Out of 88
respondents, 82% indicated that they believed budget support has advanced PFM reform in the last
ten years, almost half of which indicated that it advanced to a great extent. Stakeholders interviewed
also noted BS positive effect on the pace and content of some aspects of the PFM reform.

The MDBS was recognised for providing a useful forum for policy dialogue. The opportunities
provided by the MDBS in terms of policy dialogue were highlighted in the 2012 Evaluation of PFM re-
form in Ghana.®® The exhaustive dialogue on PFM was underpinned by a set of External Reviews of
Public Financial Management that were conducted on an annual basis up until 2012. This type of ana-
Iytical work provided deep insights into sector constraints. For example, the 2007 and 2009 review
highlighted inefficiencies surrounding fragmented banking modalities. Several stakeholders recog-
nized the importance of these reviews, and some voiced regret about their discontinuation in 2012, as
such analytical work could have importantly contributed to the dialogue in a period of fiscal stress.

BS helped to elevate technical discussions to a political level. Providing budget support with as-
sociated conditionalities provided an opportunity to elevate discussions from a technical dimension to
a political one that was necessary to garner momentum. This was done with, for example, the need to
harmonize the budget classification structure across all levels of government, which is critical for effec-
tive budgeting, execution and reliable reporting. The issue was raised in analytical work, technical as-
sistance was provided on international good practice, and BS dialogue provided the necessary politi-
cal leverage to implement the reform.

BS dialogue has played an important role in expedited improvements in the legislative enabling
environment. For example, the Internal Audit Regulations (2010), the Audit Service Regulations
(2011) and the Anti-Money Laundering Regulations (2011) were established or amended after clearly
being targeted for reform by the MDBS partners who also provided accompanying technical assis-
tance in these areas. Stakeholders interviewed noted that BS contributed to ensuring high level politi-
cal support for these reforms, especially during change of administrations. In addition, accompanying
technical assistance was seen as useful for supporting the execution of the reforms.

However, there was, at times, lacking recognition of the political economy that hampered re-
form progress. External reviews were technical in nature pointing out potential reform areas, but did
not include in-depth assessments of the political realities that underpinned the status quo. The im-
portance of political economy in Ghana’s budgetary system had already been noted in studies carried
out in the mid-2000s®”. For example, the importance of instituting a TSA has been recognized for
many years, and there has been extensive dialogue on this. A WB operation in 2012 eventually at-
tempted to introduce hard conditionalities in that regard. However, lacking understanding of the per-
spective of powerful stakeholders in the private sector undermined progress. Similarly, GIFMIS is fully
operational, and as such provides legitimacy for apparent good budget management. However, only
limited funds are routed through the system and thus subject to associated budgetary controls. A more
comprehensive use of the management tool could have been made relatively quickly and at low cost,
but the lack of having done so to date may be explained by important political economy factors influ-
encing Ghana'’s budgetary system.

Technical support accompanying BS was provided in the absence of a clearly articulated re-
form strategy and, in this context, recommendations have tended to be ineffective and insuffi-
ciently sequenced. Lacking prioritisation meant that investments in some dimensions were not effec-
tive as certain preconditions had not been met. For example, the implementation of advanced budget-
ing modalities has been pursued, with insufficient regard to budget execution capacities of the public
institutions. The lack of a clear reform strategy also limited the absorptive capacity of the government.

Moreover, at times, the dialogue was insufficiently candid. Progress with regards to BPEMS for
example was modest and political support waning, whereas this did not surface adequately from the
prevailing dialogue at the time. One instance is that deployment of all six BPEMS modules in eight pi-
lot MDAs was required by 2006. This was not achieved but was declared ‘met’ by the 2007 MDBS Re-
view even though it was only partially met. Only in the 2008 MDBS Aide Memoire, was the respective
indicator considered as not met, which is shortly before the BPEMS effort was abandoned.

The synergies between BS and accompanying investments operations was mixed. On the one
hand, substantial complementary investments were made in terms of analytical work and broad initia-

9 Betley et al., 2012: Evaluation of PFM reform in Ghana.
97 See, for instance, Killick (CDD/ODI), 2005: The politics of Ghana’s budgetary system.
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tives such as the deployment of GIFMIS. There has also been some positive experience with BS
providing an impetus to, for example, updating the Chart of Accounts. The introduction of an updated
and harmonized Government Financial Statistics (GFS) compliant Chart of Accounts was critical and
is, at least in part, attributable to extensive dialogue of BS partners — including the introduction of rele-
vant triggers in the MDBS PAF in 2010-2011 — and the accompanying technical assistance that they
provided. This was timely to the complementary GIFMIS support, for which an updated GFS compliant
accounts structure is a precondition. As such the reform effort was well coordinated and BS appropri-
ately leveraged. On the other hand, GIFMIS is fully functional but the investment is not yet effective as
it covers an insufficiently small share of the budget. An opportunity to leverage BS towards that end
was missed, but remains important going forward. Similarly, BS partners recognised the importance of
a TSA but were unable to facilitate sufficient progress through dialogue or conditionalities.

5.5 (Step 1) EQ5S - Local governance

EQ5 - Local To what extent has budget support contributed to strengthening local gov-

governance ernance?

Overall answer to the evaluation question

Decentralisation reforms started to make significant progress halfway into the evaluation period. Some
of the progress has been remarkable, not least in comparison with the deadlock observed at the be-
ginning of the period®® . The main changes have been in the form of a much more co-ordinated and
coherent approach to reform. This was spearheaded by an Inter-Ministerial Coordinating Committee
(IMCC) on decentralisation that was established in 2009 and has overseen the development of more
comprehensive reform policies and plans. Since 2012, the IMCC has been chaired by the President of
Ghana. Major aspects of the reform are still to be implemented, but groundwork has been completed
and has led to the development of major pieces of draft legislation for overall guidance of local gov-
ernments (the 2016 Local Governance Bill), as well draft bills for the decentralisation of several im-
portant functions — not least, education and health. This legislation was expected to be reviewed and
approved by parliament before the end of 2016.

Some important practical steps for decentralisation have also been implemented. These include the
establishment of several decentralised departments for local service delivery (in sectors such as
works, agriculture and community development/social welfare) from 2010 and the introduction of com-
posite budgeting in all MMDAs from 2012. Moreover, GoG decided to increase DACF funding from 5%
to 7.5% of net revenue (although this achievement is moderated by the significant central government
deductions). GoG and DPs also introduced the District Development Facility (DDF) from 2008 which
has provided additional development funds to MMDAs and established a performance assessment
system and related system for partly decentralised capacity development.

Nevertheless, important challenges remain. In addition to the finalisation of the legal aspects of the re-
form (decentralisation of education and health in particular), it has proved difficult to progress practical
aspects of fiscal sector decentralisation as well as citizen participation.

Decentralisation specific targets or triggers were included in the MDBS PAF from 2008, and GoG and
the EU entered into an agreement for SBS support for decentralisation from 2012. In combination with
a range of other DP-funded programmes, BS has contributed to the reform progress. In particular, BS
has helped to focus stakeholders attention on overall reform co-ordination, and has been instrumental
in strengthening the IMCC and in progress of overall legal reforms. The contributions of BS on other
aspects of decentralisation have been more limited in comparison with other aid modalities. In particu-
lar, the DDF — funded jointly by GoG and DPs — has been very instrumental in efforts towards capacity
development of MMDASs and increasing locally-available development funding, while the SBS focused
more on capacity development of the national structures for management of the reforms (the IMCC).
However, it is not yet possible to establish any significant contribution of BS to improved decentralised
service delivery. Indeed, BS has not led to any increase of the DACF that, together with the DDF, has
been the main financing source for local decentralised service delivery. The GoG sector-conditional
transfers from Treasury were minimal in budgets and eventually not even realised.

98 For instance, see the findings of the 2007 evaluation of the MDBS carried out by ODI.
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5.5.1 JC51. Enabling legal and institutional framework for decentralisation strengthened

For several decades, GoG has pursued a decentralisation reform as part of wider efforts to en-
hance good governance (see Box 2 below). Its objectives are enshrined in the 1992 Constitution of
Ghana which stipulates that “Parliament shall enact appropriate laws to ensure that functions, powers,
responsibilities and resources are at all times transferred from central government to local government
units in a coordinated manner”. This constitutional requirement has been further articulated in local
government legislation just as it led to the creation of the District Assemblies Common Fund (DACF)
for management of development transfers to local governments (Metropolitan, Municipal and District
Assemblies — MMDAS).

Box 2 Political economy (or economies) of decentralisation reforms in Ghana

The broad political direction for the decentralisation reforms in Ghana was first issued in 1988, with the
Local Government Law (PNDC Law 207). The intended reforms were subsequently endorsed by the
1992 Constitution, but have since progressed only painstakingly slowly. The politics of reform have
centred on three major issues, each with a distinctive set of main actors — of which only one has been
directly influenced by budget support:

e The political autonomy of the assemblies. In particular, this concerns the extent to which the
system of presidentially appointed assembly members (30%) and presidentially-appointed political
head of the assemblies should be upheld. This issue has been discussed by political parties and
has received significant attention in public media throughout the evaluation period but especially in
the period of Constitutional debates. Ruling parties — whether the National Democratic Congress —
(NDC) or the New Patriotic Party (NPP) — have always chosen to maintain the system.®® The
recent Constitutional Review committee made recommendations in the direction of greater
democratisation (elections of the executives, initially in urban areas, and consideration of the
introduction of partisan political elections). However, at the final stage, GoG rejected these
recommendations and this position is unlikely to change in the near future.

e The administrative powers of the assemblies. In particular, this concerns the transfer of functions
and staff from sector ministries to local governments. This debate has been far less of a party
political issue, but was still debated among civil servants of the various ministries. Generally
speaking, various sector ministries have, since 2002, resisted decentralisation of staff and
functions from their respective ministries or services to the local governments. Many of the sector
ministries were more powerful than the ministry responsible for local government that during the
initial years of reform was expected to spearhead the reforms within GoG. The balance of power
changed significantly when reform co-ordination was placed more directly under the President,
through the IMCC. This particular aspect of the reform was (as discussed below) significantly
supported by development partners — in particular, through budget support dialogue.

e The fiscal allocation for the assemblies through the DACF. Representatives of the local
governments — including the Ministry of Local Government, in alliance with the members of
Parliament — have over the years fought for increased allocations to the DACF. The Constitution
stipulates that a minimum of 5% of GoG net revenue should be allocated to the DACF. Parliament
has, since 2008 increased the allocation to 7.5%, and has subsequently argued for even higher
increase to 10%.1°1 The Ministry of Finance has sought to reduce the various statutory deductions
including the DACF.102 While the DACF has increased, the share of direct allocations going to
local governments has actually remained small and is increasingly spent on administrative and
recurrent costs rather than the originally-intended development expenditures (see discussion
below).

Source: Review of multiple sources?03,

9 For a historical overview of the position of the political parties on direct elections of executives see the article:
2008 University of Ghana “Direct Election of District Chief Executives Mayors: A Tool for Effective Decentraliza-
tion and Political Stability” by Gyampo, R.E. http://ugspace.ug.edu.gh/handle/123456789/2605

100 See 2012 GoG - White Paper on the Report of the Constitution Review Commission of Inquiry — chapter nine —
decentralisation and local government (http://ghanaoilwatch.org/images/Articles/crc_white paper_report.pdf).

101 parliament approved an increase from 5% to 7.5% to take effect from January 2008:
https://www.modernghana.com/news/140096/district-assemblies-common-fund-increased.html May 2013 Parlia-
ment calls for increase DACF from 7.5% to 10% of net revenue:
http://www.viasatl.com.gh/news/local/article.php?postld=2461

102 See e.g. the IGFF or the recent MOF analysis “3 years of composite budgeting”.

103 Sources include: i) The Political Economy of Decentralization in Ghana by Barak D. Hoffman and Katherine M.
Metzroth Centre for Democracy and Civil Society, Georgetown University June 2010; ii) Democratic decentralisa-
tion in Ghana: issues and prospects by Dr Gordon Crawford POLIS Working Paper No. 9 February 2004; iii) the
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The first overall guiding GoG programming document that sought to bring together various DP
support was the National Decentralisation Action Plan (NDAP) for the period 2003-2005. The
NDAP initiated a transition process towards the development of a comprehensive, well-sequenced
and costed approach to decentralisation, with initial emphasis on practical issues such as harmonisa-
tion of development funding and capacity building targeting the local governments (MMDASs). DPs and
GoG decided to support a jointly-funded performance-based development grant to MMDAs — the Dis-
trict Development Facility (DDF), which has been operational since 200814,

At the beginning of the evaluation period there was significant consensus on the fact that “De-
centralisation has stalled on all fronts”. This situation was well described in a number of studies
such as the 2007 MDBS evaluation and the 2007 decentralisation policy review. The GoG and its DPs
had acknowledged that further real progress of the decentralisation reform would require a more co-
herent and coordinated approach. This, in turn, will require policy clarification to guide implementation,
particularly the linkages between the local government reform in a narrow sense and the overall de-
centralisation linkages with the sectors. Thus, GoG and the DPs agreed to include the “formulation of
a comprehensive decentralisation policy” as the trigger in the MDBS policy matrix 2006. In preparation
of this policy and related strategy it was agreed — as part of NDAP activities — to undertake a “Decen-
tralisation Policy Review”.

Progress in decentralisation reform has since then been steady. One of the most notable
achievements has been a much more strengthened overall institutional framework for management of
the reform process with the establishment of the IMCC (Inter-Ministerial Coordinating Committee on
decentralisation) in 2009. The IMCC oversaw the development of a strengthened policy framework
and related action plans.

However, further real progress would require a more coherent and coordinated approach, and
policy clarification to guide implementation. This means, in particular, clarifications in terms of
linkages between the local government reform (in a narrow sense) and overall decentralisation as-
pects at sector level. A first Decentralisation Policy Framework (DPF 1) was finally launched in April
2010 and was accompanied by a five-year Action Plan (NDAP 2010-2014). The IMCC was estab-
lished as the key institutional mechanism for policy co-ordination, and for ensuring that the objectives
of the DPF were attained. A specific Legislative Instrument — the “Local Government Instrument”
(L.1.1961) — was enacted in 2009 and came into force in early 2010. It initiated the creation of 17 de-
concentrated ‘Departments’ in the districts (Departments of the MMDAs) and established the Local
Government Service (LGS), migrating over 30,000 civil servants working in the districts and the re-
gions from the Civil Service to the LGS.

5.5.2 JC52. Fiscal framework for decentralisation strengthened

The legal and policy framework for fiscal decentralisation has not changed fundamentally over
the evaluation period and results — in terms of improving the practical aspects of fiscal decen-
tralisation — have been mixed. As part of its decentralisation reform work plan, the GoG developed
an Inter-Governmental Fiscal Framework (IGFF) that provides guidance for future reforms. Although
the framework is sound, it also appears that practical aspects of fiscal decentralisation lag behind pro-
gress on administrative decentralisation. For instance, the decentralised departments for works have
been established, without practical steps for decentralising parts of the Road fund intended for routine
maintenance. The most evident practical improvements of local government financing has been the
roll out of composite budgeting® to all MMDAs from 2012 — incorporating all aspects of decentralised
activities into one plan under the MMDA, rather than as separate deconcentrated departmental budg-
ets — and the establishment of the DDF, which pools funding from several DPs (all active MDBS part-
ners) into one performance-based development grant that supplements DACF. Recent progress has
been made regarding effective devolution of important functions to Local Governments (roads and
more tentatively education and health) — yet the arrangements for fiscal decentralisation related to the
same functions lag behind.

various annual decentralisation reviews undertaken since 2007 and consultant teams own personal experiences
with the reforms since 2000.

104 This modality (a) harmonised previous separate DP funding for MMDAs; (b) introduced a joint system for per-
formance assessments of local governments (the FOAT); (c) provided fiscal incentives for the MMDAs to perform,
as the size of the grant is adjusted in according to their FOAT score; (d) harmonised DP support for MMDA level
capacity building as the DDF included a joint-funded capacity building grant.

105 The composite budget is defined as the ‘integrated’ budget of the MMDAs, which includes the budget of the
central administration, as well as the decentralised departments. It is seen as one of the first steps toward fiscal
decentralisation.
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Direct transfers to MMDAs have been uneven. The most important source of MMDA funding is
DACF. According to the Constitution, it should be funded with a minimum of 5% of net tax revenue to
enable MMDAs to finance development projects. In 2007, the share was increased by Parliament to
7.5%. However, a large part of the DACF budget (about 40%) is deducted at source for various central
government priorities, rather than transferred to MMDAs. In recent years, the share of direct transfers
to MMDAs has been less than 50% of DACF. At the same time, MMDA functions have been effective-
ly expanded and MMDAs have started to use DACF also for recurrent financing.

5.5.3 JC53. Local government capacities and local accountability improved

Some aspects of local government capacity have improved. In particular, from 2010 onwards,
GoG has proceeded with the gradual establishment of local MMDA departments for selected local
service provisions (Works department, Agriculture, Social Welfare and Community Development).
Technical aspects of planning and public financial management have also been strengthened alt-
hough there are still many issues raised by the Auditor General (e.g. procurement and cash manage-
ment irregularities).

However, the newly-established MMDA departments are not yet fully functional. MMDA depart-
ments still lack budget allocations to function adequately and, so far, have been excluded from capaci-
ty development support in the decentralisation sector. Most of the capacity building funds have been
provided by DPs through the DDF facility, which was financed by MDBS DPs through a pool funding
mechanism. The EU SBS has also contributed to some of the capacity development efforts — for ex-
ample through the strengthening of the policy and legal framework for the establishment of the decen-
tralised departments.

Local accountability of the MMDAs has not improved significantly over the evaluation period.
In particular, the political aspects of local accountability have been unchanged. Local residents elect
only elect two-thirds of their assembly, the political head of the assembly is appointed by the Presi-
dent, and the sub-district structures for facilitation of direct participation in local affairs are widely rec-
ognised as being non-functional. In addition, voter fatigue is on the rise in local government elections,
with a worrying downward trend in voter participation.

However, some technical aspects of accountability have improved. The reports of the Auditor
General are now covering all MMDASs on a timely basis and, since 2008, the MLGRD has undertaken
regular performance assessments of all MMDASs (through the Functional and Organisation Assess-
ment Tool - FOAT).

5.5.4 JC54. BS contribution

The specific contributions of BS on the observed changes are difficult to establish not least because
many other forms of aid also have been provided in direct support to decentralisation and local gov-
ernance (see the Inventory in Annex 4 Volume 3). Nevertheless, it is possible to identify some signifi-
cant complementarities and synergies between the many DP interventions in support of decentralisa-
tion.

At GBS level, the inclusion of certain targets or triggers related to decentralisation in the MDBS
PAF has focused stakeholders’ attention on important issues. For example, this was the case
with the establishment of the IMCC (target in 2010), the finalisation of the Decentralisation Policy and
Action Plan (trigger in 2011). Some of the MDBS targets/triggers received complementary technical
support from the DPs such as the strengthening of the LGS’ capacities (trigger in 2009). This benefit-
ed from technical assistance provided by both Danida and the EU, the development of the IGFF (trig-
ger in 2008) whose practical development benefited to a large extent from a WB TA support, and the
MMDAs composite budgets (target in 2012), which was technically supported by several technical as-
sistance (TA) projects.

The recent EU SBS operation has contributed to improving the performance of the IMCC and
key aspects of administrative decentralisation. The SBS operation is quite recent. However, the
evidence gathered shows that it has already had significant impact on the performance of the IMCC
(e.g. its ability to develop a coherent policy framework) and key aspects of administrative decentralisa-
tion (e.g. gradual establishment of decentralised departments). Certain aspects of the reforms (e.g.
particular activities related to ministerial realignment and consultations on various legal amendments)
were delayed in the absence of SBS funding, but gained momentum when the programme effectively
started (in 2014). This is explained by the fact that GoG decided to ring-fence the SBS funds for fi-
nancing IMCC-recommended activities.

BS accompanying measures have played a positive role in the strengthening of key central in-

stitutions. The precise relative contribution of SBS preparatory activities and specific TA complemen-
tary to BS to the reform progress, described above is difficult to determine. However, it can be noted
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that the Local Government Service Secretariat (LGSS) has been supported with substantive TA from
both Danida and EU. Moreover, the World Bank LGCSP% programme has provided TA for fiscal de-
centralisation within the MoF Fiscal Decentralization Unit, and the MoF has received support from the
PFMRP7 for the development of various PFM activities, also at MMDA levels.

Other support — not directly linked to BS — has been important to develop capacities at local
level or in areas that could directly influence the strengthening of local governance. Capacity
building for MMDAs (in the form both of training and equipment) has largely been funded from the
GoG-DPs’ pooled fund (DDF), and only partially by the overall GoG budget. Although the DDF support
was not directly tied to BS, it is noteworthy that the DDF DPs are all MDBS partners. Other DPs sup-
port has also been very important for some achievements observed in the area of decentralisation and
local governance. In particular, progress on property taxation has been supported by individual DPs,
such as GIZ and USAID. Progress on urban development has mainly been achieved through dedicat-
ed urban development projects financed by the World Bank and the Agence Francaise de Dé-
veloppement (AFD)

5.6 (Step 1) EQ6 - Policy formulation & implementation processes

EQ6 — Policy To what extent and through which mechanisms (funds, dialogue and TA) has
formulation & budget support contributed to any improvement in the policy formulation and

implementation implementation processes and related accountability (including service de-
processes livery)?

Overall answer to the evaluation question

The country’s legal and policy framework, which was already quite robust in the early 2000s, has con-
tinuously improved during the evaluation period. Policy formulation has been domestically-led and has
increasingly relied on extensive analytical work and inclusive consultation processes. Inter-
ministerial/inter-agency collaboration has also somewhat improved and the capacity of some public
institutions has strengthened.

However, the institutional framework has remained very fragmented. The overall performance of the
public service has not substantially improved. Planning and budgeting processes have remained poor
in many MDAs. The lack of reliable and systematically-collected information has seriously hindered
monitoring and accountability mechanisms. Compounded by a deteriorating macroeconomic frame-
work, weak budget execution processes, and strong interferences from resilient clientelist and political
patronage systems, this has prevented the translation of the relatively good policy framework into ad-
equate operational plans and effective policy actions. As a result, while basic services have expanded
and important achievements can be observed in some areas (e.g. Health), service delivery systems
are still weak and regional disparities in service provision have remained high.

BS dialogue and accompanying measures at national (MDBS) and sector (SBS) levels have played a
positive role in maintaining the pace of reform and improving the quality of policies. BS funds, com-
bined with the active policy dialogue of BS DPs, also helped in fostering sector and cross-sectoral co-
ordination, facilitating the implementation of important sector strategies, and assisting the expansion in
service delivery. However, BS could not help GoG to remove the important persisting barriers to effec-
tive policy implementation. The narrowing fiscal space in the second half of the period reviewed, the
weak accountability mechanisms and the sectors’ particular political economy context wiped out many
of the positive efforts supported by BS.

5.6.1 JC61. The legal framework, the policy processes and the quality of the policies and
strategies improved overall

The legal and policy framework has been continuously enhanced during the evaluation period
and, overall, policies are comprehensive and identify clearly some critical sector challenges.
Ghana’s national development policy framework relies on a long history of ‘medium term development
plans’ and a well-established legal framework mostly developed in the years after the adoption of the
Constitution in 1993. During the evaluation period, the overarching policy framework has evolved to
integrate changes in the context and lessons from the past. It also increasingly relied on rather well-
developed sector strategies that were continuously fine-tuned. In the Health and Agriculture sectors,
the sector strategic frameworks are largely to be considered comprehensive and coherent. The ENR
sector has been characterised by the absence of a unique sector policy, but GoG developed overarch-

106 | ocal Government Capacity Support Project
107 Public Financial Management Reform Project

Joint evaluation of budget support to Ghana
Final report - Volume 1 - Particip GmbH in collaboration with IEG - June 2017




53

ing policy statements in 2007-2008 to indicate its commitment to a sector-wide strategic framework re-
lying on well-elaborated strategies in the various sub-sectors. In the PSD sector, an updated and am-
bitious Private Sector Development Strategy (PSDS II) was developed in 2009-2010 to expand the ef-
forts initiated in 2004, and to better reflect the evolving national policy framework which increasingly
emphasised the key role of PSD in the country’s development path.

Policy processes increasingly relied on extensive analytical work and broad consultations alt-
hough challenges have remained with regard to participation at the local level and inclusion of
the private sector. The GPRS Il and GSGDA | & Il were prepared in a participatory manner, with the
active involvement of public and private sector agencies, civil society groups and traditional authorities
often organised in ‘Cross-Sectoral Planning Groups’ under the overall leadership of NDPC. In all sec-
tors reviewed, policy formulation processes have benefited from extensive consultations and compre-
hensive analytical work. In particular, in the ENR sector, a wide array of non-governmental and not-
for-profit organisations has been involved in various policy processes. In the Agriculture sector, a few
deficiencies in the local-level consultations have been reported — for example, during the METASIP
formulation of the Medium-Term Agriculture Sector Investment Plan (METASIP). Finally, the fact that
the main ‘private sector’ players do not have a common and coherent voice has sometimes made it
difficult to engage them in policy processes, although they have been involved to some extent in policy
discussions in a few sectors (e.g. Health).

The country’s policy framework has been marked by a lack of prioritisation at sector and na-
tional levels, an abundance of policy documents with loose links between them in some sec-
tors, and lengthy formal adoption processes. Most policies have remained very broad and have
relied on poorly-costed strategic frameworks. Some sectors (e.g. PSD, ENR) have seen a proliferation
of such things as ‘policies’, ‘strategies’, ‘action plans’ that are not always well connected with each
other. This largely reflected a fragmented institutional environment, with different public institutions
pursuing in parallel specific actions in various sub-sectors (see also JC62 below). Some observers
linked the abundance of policy documents at sector level to the existence of many under-resourced
policy areas, and the fact that MDAs used sector strategies more as a resource mobilisation instru-
ment than a tool to identify critical sector issues and ways of responding to them in a prioritised and
sequenced manner. Finally, in many instances, the formal adoption process of the policies and strate-
gies has been quite lengthy. Several policy documents have been formally adopted only one or two
years after the start of the period they were meant to cover (e.g. PSDS Il was finalised in 2010, adopt-
ed in 2011, launched in 2012) or remained in draft stage for many years before being finally updated
and launched (e.g. the Minerals and Mining policy was initially drafted in 1999, but formally launched
only in 2016). Some policy documents have never been formally approved (e.g. Ghana Aid Policy was
finalised in 2010, but remained in draft stage).

While issues related to inclusion are rather well identified in national policies and well integrat-
ed in some sector strategic frameworks, this has not been the case in all policy areas. Gender
issues have been increasingly well integrated in the national policy framework, and in some sectors -
such as Health and Education. However, in the Agriculture sector, gender issues have not been well
articulated in the main policy documents and the specific gender strategies that were developed
(Gender and Agricultural Development Strategy - GADS | & Il) have remained stand-alone documents
with little weight in the sector’s strategic framework. In the ENR sector, gender mainstreaming has re-
mained extremely limited. Issues related to regional and socio-economic disparities have been in-
creasingly well integrated in the national development policy framework. They have changed from a
mere reference to these themes in relation to access to basic services and have move towards a more
comprehensive integration of these challenges in various policy areas and the initiation of an identifi-
cation process of specific policy responses. In particular, regional disparities have been a central con-
cern of all agriculture policies developed during the evaluation period.

5.6.2 JC62. Public sector institutional and technical capacities, including M&E capacities and
systems, have been strengthened

There have been some improvements at the level of inter-ministerial/inter-agency collabora-
tion, but, overall, the country remains characterised by a high level of institutional fragmenta-
tion. There is evidence of enhanced sector collaboration in several policy areas (e.g. ENR and, to a
lesser extent, Agriculture). However, Ghana is characterised by the existence of many autonomous or
semi-autonomous public institutions, including statutory bodies (e.g. GETFund in the Education sec-
tor), executive agencies (e.g. GHS in the Health sector), or subvented agencies (e.g. EPA in the ENR
sector). Some of these institutions have had a conflicting relationship with their parent ministry which
made their oversight difficult and their degree of autonomy created a number of challenges such as
misalignment with the existing sector strategic frameworks, lack of financial transparency and uneven
incentive structures in the public sector. Moreover, there are many examples of public institutions ac-
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tive in the same policy area that are competing among themselves over reform processes (e.g. the
Public Service Commission and the Office of the Head of the Civil Service in the area of Public Sector
Reform) or making little effort to generate synergies (e.g. training and human resources management
institutions in the Health sector). Moreover, in most instances, coordinating bodies with cross-
MDAs/cross-sectoral coordination mandates (e.g. MOFA in the Agriculture sector, the PSDS Over-
sight Steering Committee in the PSD sector, or even, to some extent, the NDPC at national level)
have not had sufficient delegated authority or political legitimacy necessary to fully assume their man-
date. Finally, in many sectors, mechanisms to encourage improved performance and accountability of
senior managers within public institutions (e.g. efforts initiated in the context of the New Approach to
Public Sector Reform in 2010-2011) have so far not provided the expected results. All this led to a sit-
uation where reform processes and policy implementation still suffer from weak leadership and co-
ordination across directorates or agencies of a specific line ministry and across ministries remains
suboptimal.

Improvements in public institutions’ capacities to implement sector strategies have been mod-
est. Public institutions and their partners have put substantial efforts into enhancing implemented ac-
tions’ performance via such measures as the strengthening of internal staff’'s technical skills, the ac-
quisition of equipment, and the reorganisation of the internal services’ structure. For instance, in the
Health sector, there has been considerable progress in the production of mid-level ‘cadre’ staff and
their distribution. In the ENR sector, agencies carried out multiple training programmes, created new
dedicated units to strengthen their work in specific areas (e.g. Rapid Response Units of the Forestry
Commission), develop tools to implement new systems (e.g. Ghana Legality Assurance System), and
establish new offices to expand their local presence (e.g. Minerals Commission new local offices).
However, efforts to develop internal capacities have often been limited in scope, focusing on specific
sub-areas (e.g. ENR sector), and were sometimes not sustained over a sufficiently long period to have
a meaningful impact. More generally, in all sectors reviewed, public institutions have remained largely
under-resourced, and many of them have been affected by staff attrition or lack of motivation. Overall,
there is a consensus that the successive public sector reforms implemented over the past decades
(including the recent rises in the wage bill) have had limited impact on the productivity of the public
sector. Despite several reforms and policy initiatives, areas such as human resource management
and pay systems still face numerous challenges. In many sectors, there is insufficient appropriately
skilled staff in strategic positions at central and sub-national levels to firmly engage in complex analyti-
cal work and results-oriented management of sector programmes. There are also important persisting
regional disparities in staff appointments.

Some positive initiatives to enhance planning capacities have been implemented, but, overall,
the quality of budgeting and planning processes has remained very weak in most sectors.
There have been various attempts to improve the planning capacities of MDAs and to enhance their
links to key national institutions (MoF and NDPC). For instance, in the ENR sector, efforts were made
to move from an activity-based to a programme-based approach, and enhanced budgetary and plan-
ning processes have emerged (e.g. the use of ‘Results Frameworks’ by sector agencies). On a wider
scale, progress has been experienced - albeit uneven - across sectors, with Programme-Based
Budgeting (PBB) being gradually introduced in the various MDAs. However, planning and budgeting
processes have remained very weak, as illustrated by the often huge discrepancies between planned
budgets and actual expenditure, and the difficulties in clearly linking implemented actions to the
planned budget or the overall policy framework. The poor availability of reliable data and the lack of
capacities for analytical work have presented important obstacles to improved planning. Weaknesses
in the PFM system - such as poor commitment controls (see EQ4) and inadequate and late releases
from the MoF due to the difficult fiscal situation the country has been facing — also partly explain the
problem. Parallel donor-funded projects and vertical programmes have contributed to further weaken-
ing the quality of strategic planning (e.g. in the Health sector). Gender Desks (present in most minis-
tries since 1998) still do not participate actively in the resource allocation process within the sector
(beyond involvement in negotiating resources available to their units), and the gender-responsive
budgeting initiative introduced in 2007 quickly came to a standstill*®®, Finally, the specificities of Gha-
na’s institutional framework mentioned above with numerous institutions operating in a somewhat au-
tonomous way, have made it difficult for line ministries or leading public entities to ensure coherent
planning and transparent allocative decisions at sector level.

M&E capacities and systems have moderately improved in some sectors. The Health sector has
experienced continuous strengthening of its M&E system over the evaluation period. By the end of the

108 There is also no clear guideline on how to follow national commitments towards Gender-Responsive Budget-
ing.
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period, the quality of M&E data produced (comprised of both routine data and survey results) was reli-
able and relatively easily accessible (reports regularly published). More generally, enhanced sector
dialogue structures (see EQ2) have contributed to improving reporting and some M&E activities at
sector and national levels during most the evaluation period. Despite serious restrictions posed by its
limited resources, the NDPC has engaged in a number of initiatives (e.g. draft M&E manuals, training,
etc.) to enhance capacities of, and coherence between, the various M&E activities of MDAs and
MMDAs. Moreover, the Policy, Planning and M&E Divisions/Directorates in several ministries have
consolidated their capacities over time. However, M&E systems and the quality of data have remained
very weak in most sectors (e.g. Agriculture, ENR). The NDPC has continuously faced challenges in
the timely finalisation of the Annual Progress Report, which assesses overall progress in the imple-
mentation of the national development strategy. Demand for evaluation by policy makers has re-
mained low. Moreover, efforts to institutionalise and strengthen the national M&E and statistical sys-
tems (e.g. the Joint Agenda for Strengthening M&E and Statistics developed in 2011-2012) have
largely failed because of the initiative being largely donor-driven and, according to various observers,
because of a weakening leadership in and ownership of the results agenda by high-level GoG officials
in recent years.

Despite improvements in some institutional mechanisms and a vocal civil society, public sec-
tor accountability has not significantly improved and public action is still undermined by
strong political interference. In recent years, there have been a number of initiatives to improve ac-
countability within public institutions such as the re-introduction of performance agreements with sen-
ior GoG officials in 2013. However, these initiatives have not been fully implemented, or are too recent
to see any significant changes in the institutional culture of public bodies. Moreover, there is a general
perception among stakeholders interviewed that institutions are often too under-resourced to effective-
ly carry out their oversight role, and that, in any case, sanctions remain virtually non-existent. There
also appears to have been strong resilience of clientelist and political patronage systems.% In terms
of horizontal accountability, a number of key institutions (e.g. Ghana Audit Service, Commission on
Human Rights and Administrative Justice, Parliament/Public accounts committee) have been
strengthened during the evaluation period. However, overall, investigation and prosecution still suffer
from the accountability institutions’ lack of resources and inadequate staffing (see also EQ4). The
GoG also signed up to the Global Open Government Partnership Initiative in 2013 and committed it-
self to a number of reforms to strengthen governance, but progress has been limited to date. Despite
lengthy gestation and intensive policy discussions, a number of critical pieces of legislation (e.g. Free-
dom of Information Act or Code of Conduct for Public Officers Bill) have still not been adopted. A no-
table area of improvement has been the strengthening of civil society organisations, which have in-
creasingly participated in policy processes. But their accountability role has been undermined by the
lack of data collected or made publicly available by national public institutions. Ghana’s score on
“transparency, accountability, and corruption in the public sector” decreased from 4 to 3.5 in the WB'’s
Country Policy and Institutional Assessment (CPIA) rating system in 2014.

5.6.3 JC63. Public service delivery / service management (including infrastructure and hu-
man resources) has been strengthened, particularly at the local level

Public services have markedly expanded during the evaluation period. In all sectors reviewed,
public institutions have increased the scope of their actions (see box below). It is noteworthy that, alt-
hough the overall public wage bill eventually reached alarming levels after 2012, GoG’s decision to
continuously increase the public workforce in the social sectors (Education and Health) appeared nec-
essary given the expansion in service delivery in these sectors.

Box 3 Examples of progress in the expansion of public service delivery during the evalua-
tion period

In the Health sector, basic service coverage has continuously improved during the period and there is
now an extensive network of (public and private) facilities, including at community level. The doctor-to-
population ratio has continuously improved to meet WHO standards. There have also been substantial
efforts put into recruiting and training nurses and midwives. The nurse-to-population ratio improved,
from 1 nurse per 1,109 inhabitants in 2008 to 1 nurse per 739 inhabitants in 2015. Finally, the share of
the population enrolled in the National Health Insurance Scheme (NHIS) has continuously increased

109 |n particular, given the high level of competition between two main political parties and the short electoral cycle
which prevails in the country, Ghana’s politics at national and local level has been strongly influenced by the
country’s political settlement.
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over the period and has reached more than 10 million active members, according to the latest data
available.11°

In the Education sector, in addition to the growth in private education, there have been important in-
vestments in school buildings and efforts by GoG to increase teacher training. These actions resulted
in positive trends in terms of access to education as illustrated by substantial improvements in gross
enrolment rates in primary schools (from 92.1% in 2005/2006 to 110.4% in 2014/2015) and kindergar-
ten (from 60.1% in 2005/2006 to 128.8% in 2014/2015). Net enrolment rates have fluctuated since
2005, but have followed an upward trend.

In the ENR sector, all agencies have expanded their activities. The Minerals Commission has in-
creased revenue collection through the establishment of a multi-agency revenue task force, and has
increased its local presence to better respond to the increase in (illegal) artisanal small-scale mining.
The Forestry Commission has implemented an important plantation programme, and has increased
the scope of its work related to the management of national parks and protected areas.

In the Agriculture sector, a few national programmes (e.g. fertiliser subsidy, agricultural mechanisa-
tion — AMSEC, youth block farming) have absorbed an important part of MoFA’s available capacities.
Some of the planned activities have been successfully carried out, but results in terms of increased
service delivery have been mixed. In particular, while there have been slight improvements in the ratio
of extension agents to farmers, the ratio remained particularly low by international standards.

In the PSD sector, a variety of initiatives have been implemented to strengthen business associations,
address skills gaps via TVET in key economic sectors, and develop rural finance.

In the area of Social protection, a common targeting mechanism to identify the extreme poor has been
developed and various specific programmes (e.g. free school uniforms, capitation grants, school feed-
ing, eradication of ‘schools under trees’) have been implemented albeit with different levels of suc-
cess. The GoG has also put in place a cash transfer system to support social security of its citizens
(LEAP).

However, the service delivery systems have remained weak in most sectors — with important
gaps in terms of quality of services and goods delivered — and the situation has deteriorated in
many areas in recent years. While each policy area has faced its own specific challenges, they have
all experienced a difficult financial situation in recent years due to the country’s fiscal situation and the
squeezing of resources for non-salary recurrent expenditure and investments due to the dramatic in-
crease in the public wage bill.

Box 4 Examples of challenges in the quality of public service delivery

In the Health sector, greater service availability (especially at primary health care level) has contribut-
ed to an increase in utilisation of services and patients are generally satisfied with the quality of
healthcare, but most of the progress was actually made at the beginning of the evaluation period. The
health sector has been facing a vulnerable financing situation in recent years, which was aggravated
by the growing earmarking of external assistance. It is now very difficult for the MoH, the GHS and dis-
tricts to find adequate resources — and get them in a timely manner — to finance public health (preven-
tive and promotional) activities, and to ensure continuity in quality healthcare.

In the Education sector, there has been a heavy focus on access to the detriment of quality — as in
most countries of the region. Teacher absenteeism, especially in rural areas, has remained important.
Although some temporary improvements have occurred (e.g. in 2013), textbook-to-student ratios for
English, Mathematics and Science subjects have not substantially improved, and even greatly de-
clined between 2009 and 2012. The achievements in secondary education have been limited — for ex-
ample, growth and net enrolment rates have only very slightly improved since 2008.

In the ENR sector, despite an expansion of activities, public action remains largely insufficient, given
the scale of the needs and the evolving context. The implementation of actions in some areas (e.g.
timber legality) dragged on, with few concrete outputs by the end of the evaluation period. Law en-
forcement efforts were often limited to one-off actions and the overall quality of services delivered has
remained poor — mainly due to under-resourced units in the various agencies. The political economy
of the sub-sectors was characterised by a strong system of political patronage, and a lack of transpar-
ency also seriously undermined the effectiveness of the regulatory mechanisms put in place.

In the Agriculture sector, despite some achievements, the implementation of the GoG-led programmes

110 The proportion of NHIS members in the total population rose from 18% in 2006 to 50% in 2009. Since many of
them were not active, the indicator changed in 2010 to cover only active members. The indicator increased from
33% in 2010 to 38% in 2014 (10.3 million active members in 2014).
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has been particularly weak. Extension services actually came to a virtual standstill in recent years, due
to the country’s fiscal crisis and changes in the institutional environment.1?

In the PSD sector, efforts at improving the competitiveness of the private sector have recorded limited
progress during the evaluation period, and business environment has been affected by unreliable
electricity supply and difficult access to affordable credit. Initiatives carried out have rather focused on
small groups of economic agents, and were largely implemented in the context of donor-supported
projects. The new GoG-led strategy (PSDS 1), which was officially launched in 2012 (two years after
its finalisation) never really took off.

In the Justice sector, court procedures continue to be subject to long delays and access to legal aid is
inadequate with some prisoners spending years awaiting trial (21% of total prisoners in 2014). In addi-
tion, access to justice is constantly hampered by a geographic imbalance in court distribution that is
concentrated in areas of high economic activity instead of in areas with high density of population.

In the area of Social protection, the LEAP programme has achieved some important results and its
coverage was gradually expanded to reach almost 150,000 households in 2015. However, it was also
characterised by irregular payments to the selected households, and it is unlikely that such a pro-
gramme can be scaled up to reach the millions of poor in the country. There is also still a lack of a ho-
listic approach to adequately assist vulnerable groups through an integrated set of interventions.

Moreover, the capacity of sub-national entities — whether they be local governments or decen-
tralised units of sector institutions — to supervise and enhance service delivery at the local lev-
el has been seriously hampered by a lack of resources. It is important to highlight that the coun-
try’s public sector has remained very centralised during the evaluation period with only a limited role
played by local government in actual service delivery.'? In some sectors, such as Health, there is evi-
dence of improved collaboration between the main players involved in service delivery (local represen-
tations of the sector executive agency — GHS — and non-governmental service providers) at regional
and district levels. However, inadequate and late transfers from the central level made it difficult for
sub-national entities to fully assume their role. Moreover, local spending units could only partially rely
on other sources of finances, such as internally-generated funds to cover basic operating costs. As
explained under EQ5, while some aspects of local government capacity have improved, they have not
benefited from substantial capacity-development efforts and, due to a lack of resources, local govern-
ments have played only a minor role in supervising service provision in most sectors.

Regional and socio-economic disparities have remained widespread although there have been
some improvements over the long term. In some areas (e.g. nurse-to-population ratio) geographic
inequities have improved, but in other areas (e.g. outpatient attendance) they have worsened (see al-
so EQ7). More generally, the distribution and profile of trained teachers and health staff has continued
to vary very significantly across districts and regions. Multiple obstacles still seriously impede ade-
quate service provision in deprived areas. This is partially explained by the fact that initiatives to ad-
dress hindering factors in deprived districts (e.g. infrastructure development, capitation grants for the
poorest households, incentives for staff appointment) have remained limited or largely ineffective.
Moreover, the quality of allocative decisions at local level has greatly suffered from political interfer-
ence — for example selection of sites for school construction has sometimes been guided by the need
to benefit targeted constituencies in the implementation of clientelist political strategies. Politicians
have also often been incentivised to make investments in visible aspects of public services (e.g. in the
Health sector, the bulk of public expenditure is concentrated in high-level health facilities) to the detri-
ment of investment in the most needed types of facilities or the most in-need geographical areas. Fi-
nally, since the level of IGFs (e.g. user fees) varies across regions (and facilities), the fact that re-
sources available for goods and services have increasingly come from IGFs in recent years has con-
tributed to strengthening geographical disparities in terms of service provision in some sectors or sub-
sectors (e.g. secondary education).

5.6.4 JC64. BS contribution

BS contribution to the strengthening of policy formulation

At national level, the mix of BS inputs (dialogue, funds and accompanying measures) has
made clear contributions to the strengthening of the medium-term development policy frame-

111 Extension services have been placed under the Ministry of Local Government and are now competing for re-
sources with other services of higher priority to this ministry.

112 For instance, in the Education and Health sector, the local assemblies were responsible for the provision of
basic education, although central government retained control over the sector-strategic orientations and human
resource management.
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work. MDBS DPs paid a lot of attention to ensuring GoG’s ownership of national policy processes.
During the evaluation period, the development of the national policy framework did essentially rely on
domestic processes. BS (especially GBS) still provided important inputs to the development of the pol-
icy framework. The MDBS framework offered a useful platform to maintain continuous exchanges be-
tween key national stakeholders (e.g. NDPC and MoF) and DPs, and this enriched the ‘in-country’ pol-
icy dialogue. The strengthening of the country’s dialogue architecture, to which BS made clear contri-
butions (see EQ?2), allowed for issues stemming from the sector dialogue to be integrated into the na-
tional development policy framework. MDBS DPs financed detailed analytical work on key themes of
the evolving context!®, contributing to further enhancing national policy formulation. Finally, MDBS
DPs’ commitment to contribute to the financing of the implementation of the medium-term develop-
ment plan reinforced GoG'’s inclination to engage in an ambitious programme of reforms in various
policy areas.

BS contribution to policy formulation at sector level has been modest but not negligible. The
results of the eSurvey carried out in this evaluation suggest an overall positive role of BS in strength-
ening the reform process at sector level. The interviews carried out and the in-depth sector analyses
show a more nuanced picture. In some instances, BS did provide a few specific thematic inputs that
were integrated in the formulation of sector policies.'** However, overall, policy processes at sector
level remained largely domestically-driven. If BS’s influence on the content of the policies was rather
limited, there is ample evidence that BS did actually contribute quite substantially to strengthening the
policy formulation process, including through the role BS dialogue played in enhancing sector dialogue
(see EQ2). BS (GBS and SBS) has contributed to the development of a sector approach in various
policy areas (ENR, Agriculture and decentralisation) and has helped sustain sector collaboration ef-
forts in areas where a sector approach was already well-established (Health). In the ENR and Agricul-
ture sectors, SBS and the substantial financial amounts it represented appear to have helped in
strengthening sector stakeholders’ efforts to make the case for greater attention being paid to their re-
spective sectors at national level. In some areas (ENR), SBS funds also ensured the availability of
discretionary resources for line ministries and sector agencies to expand mechanisms for sector col-
laboration. Finally, BS financial transfers and the use of conditionalities appear to have played a role in
accelerating the pace of reforms in most policy areas, but this was mostly the case where there was
already a strong buy-in by national stakeholders.

BS contribution to the strengthening of policy implementation

The effects of BS financial transfers on the level and composition of public spending (including
at local level), which were already seriously hampered by the PFM system’s important ineffi-
ciencies, have been further reduced by the country’s deteriorating macroeconomic situation. It
is not possible to assess exactly how much of the BS funds reached the local level, but there is ample
evidence that, during the evaluation period, local spending units have suffered from late and partial re-
leases (by MoF) of the funds planned in annual budgets (see also EQ4). More generally, weaknesses
in planning at all levels of the public sector have hampered the adequate use of public resources (in-
cluding BS funds) for policy implementation. In the second half of the evaluation period, the situation
became worse, given the increasing fiscal pressure. After 2010, pro-poor expenditure and spending
on public investment and recurrent costs were crowded out by the excessive increase in the wage bill
and the high level of interest payments (see EQ3).

BS (GBS & SBS) funds have still contributed to some extent to the positive evolutions ob-
served in terms of service delivery expansion. As noted in EQ2, BS has contributed to maintaining
some level of discretionary resources for GoG in the first half of the evaluation period, and this helped
in sustaining investment and expanding the public workforce in critical areas, such as in the social
sectors. After 2008, SBS funds helped secure some resources for expenditure on goods and services.
These discretionary resources (secured via ring-fencing by GoG) became more and more needed by
sector stakeholders due to the increasing fiscal pressure related to the country’s deteriorating macroe-
conomic situation after 2010. In the Health and ENR sectors, the reduction in SBS provision at the end
of the evaluation period and the suspension of some SBS in 2013-2014 can been correlated with the
non-implementation of planned sector activities (e.g. MAF activities in the Health sector) and reduc-
tions in expenditure on goods and services. This indicates an important role played by SBS funds in
the implementation of the sectors’ strategic framework.

113 E g. the 2007 WB’s Ghana Country Environmental Analysis, the 2009 WB ‘Economy-Wide Impact of Qil Dis-
covery in Ghana’ study, and the 2012 PEFA.

114 Such contributions are clearly visible in the Health sector, where, for instance, greater attention has been paid
to mental health in the sector’s strategic framework after it has become one of DFID’s SBS focus areas.
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BS dialogue and accompanying measures have substantially contributed to improving the
monitoring of policy implementation although important ‘black boxes’ still curtail DPs and
GoG’s understanding of what is actually happening on the ground. In the Health and Agriculture
sectors, although budget support was not the primary driver in setting up sector dialogue structures
and creating the momentum for higher level of engagement, BS played a role in reinforcing the coor-
dination and policy dialogue dynamics. In all sectors reviewed, BS DPs have been actively engage-
ment in policy dialogue and provided direct contributions to the processes set up to annually review
the sector’s performance (e.g. MDBS influence on the introduction of an annual ‘holistic assessment’
in the annual review process in the Health Sector). Sector case studies also highlight clear contribu-
tions of BS to the development of the Policy, Planning and M&E Divisions/Directorates capacities.
There has also been a correlation between the collapse of the MDBS framework in 2013 and the de-
cline in sector dialogue observed in recent years in sectors such as Agriculture and ENR. Moreover,
several sector studies — such as public expenditure reviews provided by BS DPs - helped GoG and
DPs to gain a better understanding of the challenges faced during policy implementation in terms of
PFM systems, sector planning or management of service delivery. However, the depth of these stud-
ies was severely limited by the availability of data and its reliability. Although the main overall chal-
lenges are rather well identified, there is a poor understanding by DPs and, surprisingly, also by GoG
officials of how public resources are actually spent at sector level. There is great opacity around the
financing of service delivery at local level. As one DP representative put it: “There is no way to know
exactly how the money is spent by MDAs and it is not clear for anybody how it all adds up.” Without
BS contributions to strengthening sector dialogue, annual review processes and M&E, DPs and GoG
would most probably have even less clarity on these issues. In the ENR sector, the implementation of
the NREG programme benefited from regular ‘financial support missions’ financed by one of the SBS
DPs during a few years. The aim was not to ‘audit’ the use of public funds or SBS, but to help in get-
ting a better picture of how funds were utilised and to highlight good practices that could be strength-
ened or replicated. No other such positive experience was identified in other sectors.

In general, BS has not contributed to ensuring greater ‘follow-through’ by GoG of recommen-
dations stemming from sector dialogue. In the Health sector, at the beginning of the evaluation pe-
riod, there was a ‘critical mass’ of DPs - with converging views clearly aligned behind a common
framework — that seem to have achieved some degree of positive influence on the quality of sector
planning. Conversely, in recent years, it appears that the deterioration in the quality of sector dialogue
and DPs’ increasing focus on their own priorities led to a situation where national sector stakeholders
slackened their efforts in terms of sector planning. Quite logically, BS achieved the most in the areas
and in the years where there was strong buy-in and ownership by high-ranking GoG officials and a
strong level of convergence between DPs actions. In most sectors, while the main challenges faced at
sector and national levels were well identified and well recognised by national decision-makers, BS
dialogue did not manage to influence decision-makers to undertake the appropriate actions to address
them. Similarly, at a broader level, while BS has had some influence on accelerating GoG decisions to
kick-start some sector reforms, BS and related assessment frameworks had limited influence on the
full implementation of these reforms — as illustrated by the delays and partial reforms in the PSD sec-
tor or in the PFM area. This led to a situation where many reforms remained ‘at the surface’. Given the
complex political economy prevailing in most sectors, it is unlikely that a more stringent PAF would
have achieved greater effects.

Accompanying measures contributed to some institutional strengthening at central level, but
with little visible impact on overall public sector capacity. BS DPs provided a host of accompany-
ing measures that helped in strengthening the capacities of numerous public institutions. In the Health
sector, all critical institutions and strategic thematic areas in need of capacity strengthening have been
covered by technical assistance or institutional building projects. In the Agriculture sector, Canada’s
SBS was accompanied by technical assistance to MOFA, and, in the context of complementary pro-
jects, the WB provided technical support to the development of tools and systems, such as a new reg-
ulatory regime for seeds registration. In the ENR sector, DPs financed numerous training activities and
the development of tools and systems, such as the Ghana Legality Assurance System in the area of
timber export. However, these initiatives were often donor-driven and remained focused on very spe-
cific elements of institutional building. Wider efforts to improve public sector capacity (e.g. through im-
provement of the public sector’s incentives structures or the mainstreaming of performance manage-
ment) were essentially domestically-led and received only limited inputs from BS DPs (mainly the WB
and Canada). There have been some attempts to strengthen PFM at sector level (e.g. in the Health
sector), but with few concrete results. As highlighted in EQ4, efforts to strengthen the PFM system
supported by DPs at a broader level were not really successful, although some improvements have
emerged in the area of local governance (see EQ5/JC53).

BS dialogue and accompanying measures have played a moderate role in strengthening ac-
countability mechanisms. In the MDBS dialogue, DPs have focused a lot of attention on strengthen-
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ing the main national accountability institutions (e.g. Ghana Audit Service, CHRAJ, Public Accounts
Committee of the Parliament). Specific triggers and targets were included in the MDBS PAF. Moreo-
ver, a few DPs provided some complementary institutional-building support targeted at these institu-
tions. According to interviews with DPs and representative of these institutions, BS has contributed to
a stronger role played by accountability institutions in national policy processes and, in particular, led
to a notable increase in resources available to some of these institutions (e.g. CHRAJ). BS DPs have
also supported a variety of CSOs at sector level (e.g. KASA in the ENR sector) and national level (e.qg.
STAR Ghana). These accompanying measures have made clear contributions to consolidating the
participation of CSOs in national policy processes.

5.7 (Step 2) EQ7 - Health sector outcomes and main determinants

EQ7 - To what extent, in the Health sector, have the development outcomes pursued
Health through the national policy and related strategies and programmes of work

supported by BS been (or are being) achieved? And what have been the
determining factors in their achievement?

Overall answer to the evaluation question

Overall, the development outcomes pursued through the national policy and related strategies and
programmes of work have been achieved in the Health sector. Over the evaluation period, indicators
have shown a steady progress in increasing access to preventive, promotional and curative health
services — and, consequently, in improving health outcomes. Although the sector is characterised by
important regional and socio-economic inequities, some progress has been achieved in reducing in-
equities in healthcare utilisation and outcomes. However, much of the improvement was achieved in
the first half of the evaluation period. In recent years, progress has slowed in many areas.

The in-depth analysis carried out!'®> points to a number of specific policy factors that have contributed
to the positive results achieved. In particular, expanded coverage of health services (expansion of the
CHPS strategy, promotion of availability of nurses in disadvantaged regions) explain a substantial part
of the evolution in sector outcomes. Moreover, results from our econometric analyses show that esti-
mated effects of human resources on health results tend to be more pronounced in the poorest re-
gions. Results from our benefit-incidence analysis show that despite the fact that socioeconomic ineg-
uities in the benefits of public health care have persisted, there has been a modest reduction in these
disparities since 2006. NHIS coverage has also been expanded, and about two thirds of NHIS mem-
bers now belong to exempt categories. This has had direct positive effects on enrolees’ financial pro-
tection from impoverishment as a result of health hazards.

The analysis under this evaluation question is structured around four outcome areas:
1. Increased access to preventive, promotional and curative health services;
2. Reduction in inequities in healthcare utilisation and results;
3. Reduction in risk of impoverishment due to health hazards;
4. Improved health status of the Ghanaian population.

5.7.1 JCT71. Increased access to preventive, promotional and curative health services

As detailed in the table below, health indicators have shown a steady progress in increasing access to
and utilisation of health services during the evaluation period, extending the positive trends initiated in
the late 1990s/early 2000s. However, progress has slowed in recent years and some indicators have
even worsened.

115 The sector analysis in Volume 2b relies on a wide range of tools and methods including an econometric analy-
sis, a benefit-incidence analysis, an in-depth documentary review, interviews and a focus group discussion. de-
tails on these tools are provided in Volume 3.

Joint evaluation of budget support to Ghana
Final report - Volume 1 - Particip GmbH in collaboration with IEG - June 2017



61

Table 4 Health outcome area 1 ‘Preventive, promotional and curative health services’ - Pro-
gress in key indicators reviewed

Indicator Progress during the period
Outpatient attendance per Doubling of outpatient attendance which, however, hides important +
capita per annum regional disparities.
Skilled Delivery Rate Substantial increase in skilled attendance at birth. _
Contraceptive prevalence $Iight inc.regse in use of contraceptive methods but regional dispari- +

ties remain important.

DPT3/Penta3 and measles Substantial increase in immunisation rates in the first half of the pe- -+
Immunisation rates riod but slight decrease in recent years.
Proportion of children and Substantial increase in proportion of children and pregnant women
pregnant women sleeping sleeping under insecticide-treated net.
under insecticide-treated net

Source: authors’ own sector analysis (see full case study in Volume 2b).

Legend: “+++” = the situation has substantially improved; “++” = the situation has moderately improved; “+” = the
situation has somewhat improved; “0” = no change observed or evolutions have been mixed (equally positive and
negative); “-” = the situation has deteriorated.

As shown below, outpatient attendance per capita has doubled over the evaluation period, to reach
1.08 at national level in 2015. However, this hides important regional disparities: outpatient attendance
per capita ranged between 1.76 in the Upper East to 0.72 in the Northern Region in 2015.

Figure 15 Outpatient attendance per capita, 2004-2015
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5.7.2 JC72. Reduction in inequities in healthcare utilisation and results

The health situation in Ghana has been characterised by significant inequalities, both at the geograph-
ical and socio-economic levels. Yet, some progress has been achieved in reducing inequities in
healthcare utilisation and results during the evaluation period (see table below).

Table 5 Health outcome area 2 ‘Inequities in healthcare utilisation and results’ - Progress in
key indicators reviewed

Indicator Progress during the period
Reduction in regional dispari- Mixed evolutions in regional disparities in key health outcomes: re-
ties in key health outcomes duction with respect to supervised deliveries, but increase with re- 0
spect to outpatient attendance.
Reduction in socio-economic Reduction of socio-economic inequities relative to wealth for a
inequities (wealth quintiles) in number of healthcare service utilisation and outcome indicators but +
key health outcomes not in all areas (e.g. status of NHIS active members).
Reduction in socio-economic Overall reduction of socio-economic inequities relative to mother’s
inequities (mother’s education) | education level.
in key health outcomes

Source: authors’ own sector analysis (see full case study in Volume 2b).

For instance, skilled delivery coverage (survey-based) has improved in all regions between 2003 and
2014, particularly in the worst-performing regions — see figure below.
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Figure 16 Skilled delivery coverage by region (survey based)
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Furthermore, results from our benefit-incidence analysis show that, despite socioeconomic inequities
in the benefits of public health care have persisted, disparities have been modestly reduced since
2006 (see Volume 3).

5.7.3 JC73. Reduction in risk of impoverishment due to health hazards

NHIS membership has increased, and about two thirds of NHIS members belong to exempt catego-
ries, with notably an increased number of indigents being covered. However, it is difficult to assess
whether risk of impoverishment due to health hazards has decreased because despite a clear trend in
increase of pre-financing (NHIS premiums), figures on the amount and share of out-of-pocket expendi-
ture vary a lot from year to year as well as from source to source.

Table 6 Health outcome area 3 ‘Risk of impoverishment due to health hazards’ - Progress in
key indicators reviewed
Indicator Progress during the period Score
Out-of-pocket expenditure Out-of-pocket expenditure remains high in Ghana,'” despite in- +
(cash-and-carry) crease in NHIS coverage.
NHIS mgmbers in exempt Stegdy increase in the proportion of NHIS members in exempt cate- i
categories gories.

Source: authors own sector analysis (see full case study in Volume 2b).

5.7.4 JC74. Improved health status of the Ghanaian population

Overall, the health status of the Ghanaian population has substantially improved during the evaluation
period and, when compared to other African countries with comparable level of development, Ghana
does pretty well.

116 Demographic and Health Survey (DHS) and Multiple Indicator Cluster Survey (MICS).
117 However, figures vary from year to year and from source to source.
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Table 7 Health outcome area 4 ‘Health status of the population’ - Progress in key indicators
reviewed
Indicator Progress during the period
Malaria prevalence Substantial reduction of case fatality rate from malaria for children
under-5, but important regional disparities persist in terms of preva-
lence.
Proportion of children under | Important progress in the nutritional status of children over the peri-
5 who are stunted od, and reduction in geographic and urban/rural disparities
Neonatal, Infant and Under- Substantial decrease of neonatal, infant and under-five mortality
five mortality rates rates, particularly in the first years.
Maternal mortality rate Considerable decrease in institutional maternal mortality rate and
substantial reduction in regional inequalities.
Regional disparities in key Substantial reduction in regional disparities in key high-level health it
high-level health outcomes outcomes (e.g. case fatality rate for malaria, infant mortality rate)

Source: authors’ own sector analysis (see full case study in Volume 2b).

As illustrated below, under-five mortality rate has been reduced for all wealth quintiles over the evalua-
tion period. But socio-economic inequities were actually not reduced. The equity ratio (poorest / rich-
est) fluctuated during the period. According to the data available, it increased from 1.45 in 2003 to
1.72 in 2008 and 2.04 MICS 2012 but came back to its initial level (1.44) in 2014.

Figure 17 Under-five mortality rate 2003-2014, per wealth quintile
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Source: Holistic Assessment of the PoW 2012 based on DHS and MICS; DHS 2014.

5.7.5 Analysis of main determinants

Improvements in health outcomes correlate with increased utilisation of health services, which is large-
ly explained by policy factors (increased supply/coverage of health services, specific programmes, fi-
nancial protection through NHIS and a number of exempted public health services) and non-policy fac-
tors (economic growth). The increased utilisation of outpatient services in all the regions can be relat-
ed to the improved access ensured by NHIS, as well as to improved coverage of health services (in-
frastructures, staff).

In particular, our econometric analyses show clearly that there are statistically significant effects of in-
creased numbers of health staff on improved service delivery outputs:
e There are significant effects of community health and enrolled nurses on health service utilisa-
tion rates (outpatient attendance and hospital admission rates).!18
e The results for selected service delivery outputs in Maternal and Child Health also provide
strong evidence that they can be improved through additional doctors and nurses.

e The positive effects of health staff on immunisation coverage are statistically very significant,
robust and (at least for nurses) of large size.1°

118 For instance, results suggest that a 10% increase in community health nurses per 100,000 inhabitants raised
outpatient attendance by 0.5-1% and hospitals admission rates by 1.5% from their respective sample means.

119 A 10% increase in community health nurses per 100,000 inhabitants would reduce the number of non-
vaccinated children by one-fifth from the existing levels.
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However, consistent health system strengthening has also lagged behind (for example, in terms of im-
plementing a coherent human resources development and motivation policy, and improving health
sector governance and financing). This may explain some of the slower progress observed in recent
years.

The effect of NHIS on enrolees’ financial protection is mostly positive, as testified by a number of stud-
ies. Main determining factors for increased NHIS coverage are definitively policy-linked, since its ex-
pansion is a political commitment of the government backed by special earmarked tax dedicated to
contributing to its financing.

In terms of reduction in inequities, expansion of the CHPS strategy, promotion of availability of nurses
in disadvantaged regions, disease control programmes and reduction of financial barriers to
healthcare (e.g. the initiative managed by NHIS to improve attended deliveries through free maternal
healthcare) are clearly policy factors that have contributed to the observed positive evolutions in the
health outcomes. Results from our econometric analyses show that estimated effects of human re-
sources on health results tend to be more pronounced in the poorest districts. This suggests that
health staff were particularly effective in providing access to primary health care for the hardest-to-
reach children in the poorest areas. Results from our Benefit-Incidence Analysis (BIA) also show that
there has been a modest reduction in these disparities since 2006, concentrated among users of dis-
trict hospitals.

However, non-policy factors (economic growth) are also likely to explain a large part of the evolutions
in socio-economic inequities and regional disparities in some outcome areas (e.g. in outpatient at-
tendance). Indeed, our BIA confirms that wealthier individuals attend health facilities more often than
the poor. In terms of gender inequities, the development and implementation of a specific gender
equality policy for the health sector has also contributed to the positive evolutions observed.

As for the policy impact on the health status of the population, the impacts of human resources on
higher-level Maternal and Child Health outcomes are less well established. There is some evidence
suggesting that human resources has also improved specific Maternal and Child Health outcomes - in
particular, reduction of maternal and child mortality rates.

Finally, it should be noted that the increase in DPs support to specific disease control programmes
has also helped to improve health services’ performance in some areas (especially, the fight against
malaria and immunisation). The expansion of CHPS — which has been a key priority in the health sec-
tor in recent years, and has been supported through SBS — has also been instrumental in achieving
progress in primary healthcare service delivery.
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GoG policies/strategies

(Induced outputs)
which contributed to...

Degree of

influence
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Step 2 synthesis table - Health sector

Development outcomes

Degree of

influence

Other factors

NHIS (incl. free services) | Strong Beneficial factors
HSMTDP objective 1120 Moderate Increase in private health sec-
(incl. MAF and CHPS Moderate Considerable increase in tor coverage
programme) access to preventive, pro- [Hindering factors
B motional and curative & Difficulties in enrolling the
Other health specific health services rong poorest quintile in NHIS
programmes (e_.g. e | [ Strong Weak rural infrastructure
laria, immunisation) : -
Moderate | Socio-cultural barriers
NHIS (incl. free services) | Strong Beneficial factors
VTP el Moderate Increase in private health sec-
objective . L
(incl. MAF and CHPS | Moderate | Sensible reduction in ineq- O COVIage
programme) uities in healthcare utilisa- | Moderate | Gender policy
tion and results but persist- | Hindering factors
Other health specific ing regional disparities Strong Insufficient quality of
programmes (e.g. ma- |Low healthcare
laria, immunisation) Strong Socio-cultural barriers
NHIS (incl. free services) | Strong Beneficial factors
o Moderate | Economic growth
ASHITEP @ EEe 4 Hindering factors
(incl. MAF and CHPS  |Low 9 e —
programme) Risk of impoverishment  [Strong ifficulties in enrolling the
due to health hazards poorest quintile n NHIS
somewhat reduced Moderate Insufficient quality of health
Other health specific services in some areas
programmes (g.g. ma- |Low Non application of the full
laria, immunisation) Moderate | NHIS package in some facili-
ties (remaining costs)
NHIS (incl. free services) | Strong Beneficial factors
Strong Economic growth
Progress in other development
HSMTDP objective 1 Strong sectors (education, water &
(incl. MAF and CHPS Moderate | Notable improvements in sanitation)
programme) the health status of the Moderate Increase in private health sec-
population tor coverage
Hindering factors
Other health specific
programmes (e.g. ma- | Strong Moderate | Socio-cultural barriers

laria, immunisation)

120gbjective 1 “Bridge the equity gaps in geographical access to health services”.

Joint evaluation of budget support to Ghana
Final report - Volume 1 - Particip GmbH in collaboration with IEG - June 2017




66

5.7.6 BS contribution to the main policy factors

The table below provides an overview of the level of contribution BS inputs (funds, dialogue and ac-
companying measures — including TA) to the main policy factors identified above. Further details are

provided in the in-depth sector analysis (Step 1 part) presented in Volume 2b.

Table 9
BS inputs

Step 1 synthesis table - Health sector

Other factors

* Financial inputs: Moderate
+ Dialogue: Strong
» Acc. measures: Strong

GoG policies/strategies (In-
duced outputs)
HSMTDP (some progress in
achieving objective 1 “Bridge the

equity gaps in geographical ac-
cess to health services”, incl. MAF

Beneficial factors: Domestic political
support (Strong); Earmarked financial and
technical support (Strong).

Hindering factors: Lack of coordination

and CHPS programme)

between DPs and with CHAG (Strong).

Beneficial factors: Domestic political
support (Strong); NHI Levy (Strong); Na-
tional consultants & international exchang-
es. (Strong); TA from non-BS donors
(Moderate)

Hindering factors: Internal design issues
(Strong); Abuses from clients (Strong).

(This area was not a strong

focus of BS operations)

* Financial inputs: Absent

* Dialogue: Moderate

» Acc. measures: Moderate

NHIS (coverage expansion and
refinement of policy)

Beneficial factors: DPs earmarked / pro-
ject support (Strong).

Hindering factors: Lack of domestic fi-
nancing (Strong); Suspension of EU’s
MHSP funding in 2013-2014 (Moderate).

Other specific health pro-
grammes (e.g. implementation of
immunisation campaigns or malar-

ia-related programmes)

(This area was not a focus of
BS operations)

Contribution scale: Strong, Moderate, Weak, Absent.

More generally:

e Building on the successful SWAp experience implemented in the sector since the 1990s, BS
dialogue and accompanying measures have had positive effects on strengthening the quality
of the sector’s strategic framework and the capacities of key stakeholders (including MoH and
“private” actors such as CHAG). This contributed to the overall positive implementation of the
HSMTDP. The development of the NHIS has been the result of a strong domestic process but
still benefited from some DPs BS contributions — including useful sharing of experience with
other countries and a strong backing through active dialogue during the introduction of the
scheme.

e BS financial transfers have also, at least moderately, contributed to the implementation of the
sector strategies. GBS funds are very likely to have contributed to the increase in government
expenditure on health and the related expansion in health service coverage (especially in-
creased availability of health personnel) until 2012, and SBS “ring-fenced” funds have proved
to be a badly-needed source of funding for discretionary spending in recent years, especially
for goods and services. At a broader level, it should be noted that the overall increase in public
health expenditure has undoubtedly largely benefited from the new funding sources for the na-
tional health insurance system (NHIS) to which, as indicated above, the BS DPs have some-
what contributed through active policy dialogue and some technical support.

¢ However, the quality of dialogue and the level of harmonisation and coordination efforts in the
sector have been declining in recent years, increasingly limiting BS effects on policy imple-
mentation.
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5.8 (Step 2) EQS8 - ENR sector outcomes and main determinants

EQ8 — ENR To what extent, in the Environment and Natural Resources sector, have the
development outcomes pursued through the policies and programmes

supported by BS been (or are being) achieved? And what have been the
determining factors in their achievement?

Overall answer to the evaluation question

Overall, Ghana has witnessed a continued degradation of the environment over the evaluation period.
In the mining sector, the increase in illegal Artisanal Small-Scale Mining (ASM) and its transformation
to a highly-mechanised activity has been the most important development. As a consequence, con-
flicts related to mining increased and the environmental impact of mining worsened considerably. In
the forestry sector, the resource base has dwindled and most high value timber species have already
been cut down, but the forest cover has slightly expanded, partly due to an increase in plantations.

The government undertook efforts to counter environmental degradation and expanded the scope of
its actions. However, enforcement in the mining sector remains a key issue that has only temporarily
been addressed. More generally, increased population and lack of employment alternatives put pres-
sure on forest resources through agricultural expansion and drive people into illegal forestry and es-
pecially mining activities — the latter being exacerbated by increasing gold prices. Also, the political
economy surrounding the sector has made the implementation of certain reforms difficult and limits the
welfare effects generated by the extraction and use of the natural resources.

The analysis under this evaluation question is structured around three outcome areas:
1. Improved compliance in the forestry and mining sectors;
2. Improved socio-economic impact of mining and forestry;
3. Reduced negative environmental impact of mining and forestry.

5.8.1 JCB81. Improved compliance in the forestry and mining sectors

As indicated in the table below, there has been some progress related to legality in the forestry sub-
sector and with regards to compliance of manufacturing and large-scale mining companies as evi-
denced by the AKOBEN monitoring system. However, these advances were somewhat overshadowed
by the strong increase in illegal small-scale mining operations in the country.

Table 10 ENR outcome area 1 ‘Compliance in the forestry and mining sectors’ - Progress in
key indicators reviewed

Indicator Progress during the period
Incidence of illegal small- Strong increase and change of nature of illegal ASM, despite tempo-
scale mining rary improvements in enforcement in 2013 and 2014.
Number of companies roped | Clear increase in the number of companies roped into the AKOBEN
into the AKOBEN and evolu- | and improvement in companies’ rating, but usefulness of the tool +
tion of companies’ rating constrained by delays in publication of assessments.
Percentage of timber from Slight increase of the level of timber from legal sources.
legal sources (both for do- +
mestic market and exports)

Source: authors’ own sector analysis (see full case study in Volume 2b).

Legend: “+++” = the situation has substantially improved; “++” = the situation has moderately improved; “+” = the
situation has somewhat improved; “0” = no change observed or evolutions have been mixed (equally positive and
negative); “-” = the situation has deteriorated.

Artisanal small-scale mining (ASM) in Ghana underwent a large transition in recent years. For a long
time, it used to be characterised by the employment of simple tools and a low level of technology.
Nowadays, it features the deployment of heavy machinery, a development that is associated with the
influx of a large number of foreign illegal miners.

5.8.2 JCB82. Improved socio-economic impact of mining and forestry

The evolutions of the socio-economic impact of mining and forestry are mixed. While there has been
some progress in the area of revenue collection, conflicts (especially related to mining) have also in-
creased (see table below).
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Table 11 ENR outcome area 2 ‘Socio-economic impact of mining and forestry’ - Progress in
key indicators reviewed

Indicator Progress during the period
Trends in number of conflicts Overall, worsening of conflicts related to mining because of the
related to mining changing nature of ASM.
Trends in number of conflicts Reduced tensions between companies, the government and the 0
related to forestry communities, but increased conflicts with miners in forest zones.
_Revenue collected from min- Strong in_c_rease in mining revenue, but low share going to mining +
ing sector communities.
Revenue collected from for- Improved collection of forestry royalties. +
estry sector

Source: authors’ own sector analysis (see full case study in Volume 2b).

Legend: “+++” = the situation has substantially improved; “++” = the situation has moderately improved; “+” = the
situation has somewhat improved; “0” = no change observed or evolutions have been mixed (equally positive and
negative); “-” = the situation has deteriorated.

The figure below shows the trends in mining revenue collection between 2005 and 2014. Revenue col-

lection strongly increased between 2005 and 2012 — both in constant GHc and in share of domestic
revenue — but have decreased since due to a fall in the gold price.

Figure 18 Trends in mining revenue, 2005-2014
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Source: GHEITI and WB

5.8.3 JCB83. Reduced negative environmental impact of mining and forestry

The reviewed indicators point to a degradation of the environment in Ghana with regards to forests,
biodiversity and water quality (see table below).

Table 12 ENR outcome area 3 ‘Environmental impact of mining and forestry’ - Progress in key
indicators reviewed

Indicator Progress during the period
Forest cover (in % of total Slightly increased forest coverage but continued forest degradation.
land area)
Biodiversity (e.g. presence Decrease in biodiversity both in flora and fauna.

of keystone species in pro-
tected areas)

Trends in water pollution Strong deterioration in water quality.

Source: authors’ own sector analysis (see full case study in Volume 2b).

Legend: “+++” = the situation has substantially improved; “++” = the situation has moderately improved; “+” = the
situation has somewhat improved; “0” = no change observed or evolutions have been mixed (equally positive and
negative); “-” = the situation has deteriorated.
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The quality of water in Ghana has significantly deteriorated, particularly in mining areas. The Ankobra
river in Western Ghana is one striking example of that. The figure below shows the concentration of
Total Suspended Solids (TSS), which is a measurement of turbidity, in the Ankobra river between
2011 and 2014. While in 2010 TSS values were still under 100mg/l, the threshold defined by Ghana
Raw Water Criteria and Guidelines, they have exceeded that number by almost 700% in 2014, render-
ing the water unusable for domestic, irrigation, or fishing purposes.

Figure 19 Yearly mean TSS concentration upstream and downstream of the Ankobra river (in
mg/l)
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Source: Particip, based on data from WRC (2014)

5.8.4 Analysis of main determinants

In the mining sector, the decrease in compliance and the increase in conflicts and negative environ-
mental impacts are strongly linked to the rise and transformation of illegal ASM activities. The gov-
ernment has attempted to address this problem by: i) facilitating the regularisation of illegal operators;
i) providing alternative sources of income; iii) increasing enforcement. However, these efforts did not
prove to be sufficient, with enforcement being the weak link — apart from a short period during which a
specific task force was deployed.

In the forestry sector, government actions — especially the plantation scheme - have contributed to a
small extension in forest cover, but the quality of the forests has further degraded. While illegal opera-
tors remain a concern, the government’s enforcement efforts have been more sustainable than in the
mining sector. The increase in the collection of stumpage fees has led to a rise in revenues, shared
with local communities. However, the political economy of the sector has acted as counter to trans-
parency measures and has prohibited a stronger contribution from the forestry sector to development.

Overall, the lack of employment alternatives pushes people into illegal mining and forestry activities to
sustain their livelihoods. While dwindling forest resources mean that engaging in illegal forestry has
become somewhat less attractive, as the most valuable trees have already been cut down, the in-
crease in the price of gold has played an important role in the rise of illegal ASM.

Finally, civil society plays a positive role in the environment and natural resources sector in Ghana by
increasing transparency and lobbying for a fair allocation of the revenues from the extraction of natural
resources. Their role could have been further strengthened by involving them more actively in monitor-
ing schemes such as the AKOBEN.
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GoG policies/strategies Degree of

(Induced outputs)
which contributed to...

influence
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Development outcomes

Degree of

influence

Step 2 synthesis table - Environment and natural resources sector

Other factors

Enforcement actions
(Rapid Response Units -

Beneficial factors

. - Moderate
RRUs in forestry, mining Moderate |Role of civil society
task force)
Forest resources depletion
(Forestry) Ghana Legali- Moderate Moderate dug t.o increased economic
ty Assurance Some improvements in : : activity
compliance in the forestry [Hindering factors
and mining sectors Stron Increase in gold prices
(EPA) AKOBEN and Low g itical £ 5 5
EPA awareness activities Moderate _Po WITEL ECaram; Bt vEsle
interests
ining) Support to alter- ncreased population pressure
(Mining) S t to alt Moderate I d lati
native sources of income Low and lack of employment
/ regularisation of illegal . -
operators Moderate | Role of traditional authorities
(Forestry & mining) GoG Beneficial factors
actions to increase reve- | Strong Moderate | Role of civil society
nue collection Hindering factors
(Mining) Support to alter- ) ) Stron Political economy and vested
native sources of income | Mixed results in terms of 9 interests
/ regularisation of illegal the socio-economic impact —
operators of mining and forestry Moderate |Dwindling forest resources
Enforcement actions Lack of transparency and ac-
(RRUs in forestry, mining | Low Moderate cqu_ntablllty wnhfregards o
task force) mining revenue for communi-
ties
Enforcement actions Beneficial factors
(RRUs in forestry, mining | Low L .
task force) Moderate | Role of civil society
(Forestry) Management CoTTELE MEsEta ey Hindering factors
of protected areas and Low . - i i
Plapntation programme ronmental impact of mining [ Strong Agricultural expansion
— and forestry — — -
(Mining) Support to alter- Strong _Ir_1crease in illegal mining activ-
native sources of income Low ities
/ regularisation of illegal Moderate | ncreased population pressure

operators

and lack of employment
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BS contribution to the main policy factors

The table below provides an overview of the level of contribution BS inputs (funds, dialogue and ac-
companying measures — including TA) to the main policy factors identified above. Further details are
provided in the in-depth sector analysis (Step 1 part) presented in Volume 2b.

Table 14
BS inputs

* Financial inputs: Moderate
* Dialogue: Moderate
* Acc. measures: Weak

GoG policies/strategies (Induced
outputs)

(Forestry) Management of protected
areas (slight increase in capacity to
cover protected areas and support im-
plementation of management plans)
and Plantation programme (notable
increase in plantation areas)

Step 1 synthesis table - Environment and natural resources sector

—

Other factors

Beneficial factors: Involvement of non
SBS DPs (Moderate).

Hindering factors: Lack of incentives
for public/civil service (Moderate).

* Financial inputs: Moderate
* Dialogue: Moderate
» Acc. measures: Moderate

(Forestry & mining) GoG enforcement
actions, including RRUs in forestry
and mining task force (slight increase
in actions carried out)

Beneficial factors: Role of the media:
(Strong).

Hindering factors: Political economy
and vested interests (Strong); Weak
political backing (Strong); Lack of in-
centives for public/civil service (Mod-
erate).

* Financial inputs: Moderate
« Dialogue: Strong
» Acc. measures: Weak

(Forestry) Ghana Legality Assurance
(system developed but not yet rolled
out)

Beneficial factors: Political dialogue
in the context of EU-Ghana relations
such as around FLEGT (Strong); Role
of CSOs (Moderate).

Hindering factors: Political economy
and vested interests (Strong).

* Financial inputs: Moderate
* Dialogue: Moderate
» Acc. measures: Moderate

(Mining) Support to alternative
sources of income and regularisa-
tion of illegal operators (interventions
slightly strengthened)

Beneficial factors: Role of the media
(Moderate).

Hindering factors: Fragmented insti-
tutional framework (Moderate).

* Financial inputs: Moderate
+ Dialogue: Strong
* Acc. measures: Weak

(Forestry & mining) GoG actions to
increase revenue (increased royalty
rates in mining and significantly im-
proved revenue collection in mining
and forestry)

Beneficial factors: Increase in gold
prices (Strong); International initiatives
such as EITI (Moderate).

Hindering factors: Weak PFM (Mod-
erate); Political economy and vested
interests (Moderate).

* Financial inputs: Moderate
+ Dialogue: Moderate
* Acc. measures: Weak

(EPA) AKOBEN and EPA awareness
activities (significant increase in cov-
erage and scope)

Beneficial factors: Role of CSOs
(Strong); Openness from industry to-
wards environment monitoring (Mod-
erate).

Hindering factors: Fragmented insti-
tutional framework (Moderate).

Contribution scale: Strong, Moderate, Weak, Absent.

In brief:

e The combination of BS dialogue and quite substantial SBS funds has contributed to strength-
ening the sector’s policy and legal framework and to the expansion of public actions in various
areas such as the management of protected areas and enforcement actions in forestry and
mining sub-sectors — although these actions remained limited in size and time compared to
the scale of the needs. A number of factors related to the particular political economy of the
sector have also seriously hampered the effects of BS.

e In terms of accompanying measures, DPs have financed some training activities and have
technically supported the development of tools and systems (e.g. the Ghana Legality Assur-
ance System in the area of timber export). However, the actual effects of BS accompanying
measures have remained modest in terms of institutional strengthening. It should also be un-
derlined here that the actions supported remained limited in size and time compared to the
scale of the needs. The measures targeting CSOs have had more visible effects.
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5.9 (Step 2) EQ9 - Agriculture sector outcomes and main determinants

EQ9 — Agri-  To what extent, in the Agriculture sector, have the development outcomes
culture pursued through the policies and programmes supported by BS been (or are

being) achieved? And what have been the determining factors in their
achievement?

Overall answer to the evaluation question

Performance of the agriculture sector during the evaluation period has been variable, with a sharp de-
cline in recent years. The share of agriculture as a percentage of GDP and of national employment
has declined, while real growth in the sector has lagged in comparison with other sectors. Production
of key crops has been variable, and post-harvest losses are high. Yields of most major staples have
remained relatively flat, with a large gap between actual and potential yields. Marine fisheries produc-
tion has also declined.

MOFA has introduced various policy reforms, which have had only a moderately positive influence on
the sector outcomes. Legislation and policies have been passed with the intent of enhancing the
availability and use of improved seed varieties, but with limited results. The fertiliser subsidy pro-
gramme which was introduced to bring down costs and encourage greater use, has contributed to
some extent to a small increase in the use of fertilisers. However, many weaknesses in policy imple-
mentation have limited the effects of GoG actions in this area, and the use of fertilisers has remained
very low. While policy changes in the irrigation sector have resulted in an increase in the management
of irrigation schemes by water user associations, most schemes are not fully utilised, and there has
been minimal expansion of area brought under irrigation. Moreover, extension services have remained
limited and are a key bottleneck to the dissemination of productivity-enhancing technologies. In gen-
eral, increases in production of major crops have been largely attributed to area expansion, rather
than to productivity improvements.

Other factors have also influenced the evolutions in the sector. Critical infrastructure such as rural
roads has been lacking. Agriculture credit, land tenure and other factors have constrained private sec-
tor investment in the sector. The national average rainfall has shown a declining trend from 2008 to
2015. Rainfall distribution is also unfavourable, with some regions experiencing heavy rainfall and
flooding, while others experience dry spells and only sporadic rains. Climate change has intensified
droughts and floods recently.

Finally, environmental conditions for fish production have been favourable, but have been offset by il-
legal fisheries activities. Several policy and regulatory reforms have been instituted to improve gov-
ernance in the fisheries subsector, but implementation and enforcement remains a challenge.

The analysis under this evaluation question is structured around four outcome areas:
1. Increased access and use of productivity enhancing technology in the crop sub-sector;
2. Increased access to productivity enhancing infrastructure (irrigation) in the crop sub-sector;
3. Improved management of fisheries resources;
4. Overall improved production and productivity in the agriculture sector.

5.9.1 JC91. Improved access and use of productivity enhancing technology

The use of agro inputs in Ghana is low. As detailed in the table below, there has been a slight in-
crease in the use of fertilisers over the evaluation period, but it is still low by international standards
and the production of certified seeds has actually declined.

Table 15 Agriculture outcome area 1 ‘access to productivity enhancing technology’ - Progress
in key indicators reviewed

Indicator Progress during the period
Access to fertiliser Slight improvement (according to available data) but use of fertilisers
remained very low.
Availability of improved Decline in certified seed production of major crops staples and num-
seeds ber of registered seed growers, especially in recent years.

Source: authors’ own sector analysis (see full case study in Volume 2b).

Legend: “+++” = the situation has substantially improved; “++” = the situation has moderately improved; “+” = the
situation has somewhat improved; “0” = no change observed or evolutions have been mixed (equally positive and
negative); “-” = the situation has deteriorated.
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Figure 20 shows how the number of registered seed growers has declined in recent years.

Figure 20 Evolution in the number of registered seed growers
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Source: GSID, Annual Reports 2009, 2015.

5.9.2 JC92. Improved access to productivity enhancing infrastructure (Irrigation)

As indicated in the table below, there has been marginal growth in the area cultivated under irrigation
but land use efficiency ratios have remained low.

Table 16 Agriculture outcome area 2 ‘access to productivity enhancing infrastructure’ - Pro-
gress in key indicators reviewed
Indicator Progress during the period Score
Area of Irrigated Land Marginal growth in the area developed for irrigation +
Land Use Efficiency Overall, no improvement in land intensification ratios and land use 0
efficiency remained low.

Source: authors’ own sector analysis (see full case study in Volume 2b).

For instance, according to the data available, land intensification has improved in 2012 and 2013 but
then dropped to come back to its initial levels, which suggests limited overall improvements.

Figure 21 Total formal irrigated area cropped
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Source: Ghana Irrigation Development Authority.

5.9.3 JC93. Improved management of fisheries resources

According to the data available, total marine fish production has declined between 2008 and 2015. An
independent audit is ongoing to assess the exact number of active/licensed vessels but, according to
the evidence gathered, it seems that there was no significant increase in the size of the licensed fish-
ing fleet. During the evaluation period, the Gulf of Guinea has been identified as an endemic lllegal,
Unreported and Unregulated (IUU) fishing area and, at least until recently (2013), Ghanaian commer-
cial tuna vessels were implicated in lUU activities.
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Table 17 Agriculture outcome area 3 ‘management of fisheries resources’ - Progress in key
indicators reviewed
Indicator Progress during the period Score
Size of licensed fishing fleet No substantial increase (according to the evidence available). 0
New licences issued for in- N/A
dustrial and semi industrial n/a
vessels

Source: authors own sector analysis (see full case study in Volume 2b).

5.9.4 JC94. Overall improved production and productivity in the agriculture sector

The rate of growth of the agriculture sector during the evaluation period has declined with a significant
decrease in the recent years. Production of key crops over the period has been variable, with increas-
es for some crops but decreases or fluctuation for others. Increases in production are largely due to
area expansion rather than productivity improvements. Yields have remained relatively flat for most
crops, with large gaps between actual and potential yields. The use of agro-inputs among smallhold-
ers is low, there is limited access to irrigation and other key services such as mechanisation. Post-
harvest losses are high.

Table 18 Agriculture outcome area 4 ‘overall production and productivity’ - Progress in key in-
dicators reviewed

Indicator Progress during the period
Actual yields compared to Yields have been relatively flat, with a large gap between actual and
achievable yields of selected | potential achievable yields. 0
crops
Production of selected sta- Increase for some crops (rice, cassava, yam) but fluctuations (maize, 0
ple crops cowpea) or decrease (sorghum) for other crops.
GDP growth by sector Growth rates in the agriculture sub-sectors (excluding cocoa) have

shown a declining trend with a marked decline in 2015.

Source: authors’ own sector analysis (see full case study in Volume 2b).

While some improvements in the yields of some crops (e.g. cassava, yam) can be observed, the
yields of other major staple crops have not substantially improved during the period (see figure below).

Figure 22 Yields of some major staple crops
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5.9.5 Analysis of main determinants

Production and productivity are impacted by the main determinants of fertilisers, seeds and irrigation,
as noted above. In addition, the government has developed four key programmes in the agriculture
sector to provide support services to farmers (Fertilizer Subsidy Program, Agriculture Mechanization
Centres, Youth Block Farms, and a National Buffer Stock Company), but all suffer from inefficiencies
that have limited their effectiveness.

A number of policies have been implemented to improve the use of agricultural inputs (fertilisers and
seeds). A fertiliser subsidy programme was introduced in 2008, in response to the global food price
crisis. The programme has reduced the cost of fertilisers and has led to an increase in use compared
with pre-subsidy levels. However, a host of issues constrain the effectiveness of the programme (see
detailed case study in volume 2b). The government introduced several policy changes aimed at en-
couraging greater private sector involvement in the seed sector and regulating the quality of inputs,
but effective implementation of the new policies has been problematic. The low use of, and access to,
inputs is also affected by non-policy factors — notably, costs and limited liquidity. Even with the fertilis-
er subsidy, the cost of fertilisers remains high, and the lack of access to seasonal agriculture credit
limits the ability of farmers to purchase inputs.

Policy changes in the irrigation sector have resulted in an increase in the management of irrigation
schemes by water user associations, but most schemes are not fully utilised, and there has been min-
imal expansion of area brought under irrigation. Extension services are limited, and have come to a
virtual standstill in recent years. Limited availability of credit, lack of clarity on land ownership, lack of
transparency from the government in sharing policy and strategies, and inconsistent enforcement of
regulations constrain private sector investment in the sector. Soil fertility is low, and the effectiveness
of fertiliser use is limited by a number of factors - including the lack of access to improved seed varie-
ties. Lack of co-ordination across ministries also limits important synergies that could improve rural
roads. Rainfall is erratic. The national average rainfall has shown a declining trend from 2008 to 2015,
and dry periods have been increasing in duration. The volume and distribution is mixed across re-
gions. Northern regions experience only one rainy period and are prone to drought. Other regions typ-
ically experience heavy rains and flooding, followed by sporadic rains and dry spells. Climate change
has intensified drought and flooding throughout the country. Land tenure uncertainty is an impediment
to long-term investment in the sector. Leaseholds are common in many areas, but farmers are not
guaranteed to keep the same plot to farm from one year to the next. Disputes and protracted legal bat-
tles over land claims, compounded by the lack of easily searchable titles, are a deterrent to private
sector investment in land acquisition.

In the fisheries sub-sector, several policy and regulatory reforms have been approved to improve gov-
ernance of the sector to bring exploitation down to sustainable levels, with a view to allowing stocks to
recover and even to increase overtime. A fisheries and aquaculture policy was approved, and regula-
tions to the 2002 Fisheries Act were passed in 2010. A moratorium was imposed on the registration of
industrial and semi-industrial trawlers, with the aim of reducing the overall size of the fishing fleet. Ad-
ditional amendments to the Fisheries Act were passed in 2014 and 2015. A Fisheries Enforcement
Unit was established (under Section 94 of Fisheries Act) to undertake monitoring, control and surveil-
lance. Ghana developed a National Plan of Action to Combat IUU Fishing in 2015. However, effective
implementation and enforcement of regulations is an ongoing challenge. In the few cases where an
IUU catch is discovered and the owners prosecuted, fines are often too small to have a deterrent ef-
fect. Environmental conditions (temperature, salinity and average upwell) have been conducive to fa-
vourable fisheries production, but have been offset by illegal fishing activities.
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Development out-
comes

Step 2 synthesis table - Agriculture sector

Degree of
influence

Other factors

Limited improve-

Beneficial factors

Moderate

Support by non-BS donors (USAID)

Hindering factors

Lack of access to credit is a barrier to

FAESDEP I/ (I3_r0P de- ment in access and |Moderate |smallholder ability to purchase agro
vle g%ment F:Orllcy f'rll Moderate | use of productivity Inputs
cludingisecioriegisia- enhancing technol- |y,o4 . | No substantial improvement in feeder
tion) ogy road network coverage and quality
Lack of adequate processing and stor-
Moderate |29¢ facilities and low integration into
markets are a deterrent to investing in
agro inputs
Beneficial factors
FASDEP 11 / Crop de- Low Moderate New policies/legislation allow for the
: establishment of PPPs
velopment policy - —
Limited improve- Moderate Joint management of formal irrigation
ment in access to through Water Users Associations
productivity enhanc- | Hindering factors
ing infrastructure s
FASDEP Il / Irrigation . Dllfflculty.faced by government to meet
. Strong high capital requirements for the con-
development strategies .
struction of new schemes
Strong High electricity tariffs
Beneficial factors
Moderate |Favourable environmental conditions
EU formal warning of potential ban on
Moderate |import due to lllegal, Unreported, and
i = Unregulated (IUU) fishing in the area
FASDEP Il / Fisheries No improved man- L___ g (10U) fishing
; Low agement of fisheries |Hindering factors
policy
resources Lack of effective enforcement of re-
Strong o
strictions
Change of practices in illegal fishing at
Strong regional level (increase in non-African
industrial vessels)
Beneficial factors
Improved planning material for cassa-
Moderate | V@ and yams introduced by WAPP?*2!
FASDEP Il / Crop de- Moderate and Root & Tuber Improvement Pro-
velopment policy gram
Hindering factors
Erratic rainfall and increasing dry peri-
Very limited im- | Strong ods
provements in over- - -
s Stron Lack of adequate agriculture credit
FASDEP Il / Irrigation | Moderate | all production and 9 a ) :
development strategies productivity in the Strong Lar_1d tenure uncertainty, competing
(non-cocoa) agricul- claims, protracted legal disputes
ture sub-sectors Limited private sector investment in
Strong
the sector
High post-harvest losses associated
FASDEP Il / Extension with inadequate storage facilities, poor
services strategy AT =T road infrastructure and the lack of
ready market
Moderate Access to land by women restricted by

customary practices

121 World Bank West Africa Agricultural Productivity Programme.
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BS contribution to the main policy factors

The table below provides an overview of the level of contribution BS inputs (funds, dialogue and ac-
companying measures — including TA) to the main policy factors identified above. Further details are
provided in the in-depth sector analysis (Step 1 part) presented in Volume 2b.

Table 20
BS inputs

—

* Financial inputs: Moderate
* Dialogue: Weak to Moderate
» Acc. measures: Weak to
Moderate

Step 1 synthesis table - Agriculture sector

GoG policies/strategies (In-
duced outputs)

FASDEP Il / Crop development
policy (Improved policy formula-
tion in the seed sector but im-
plementation has been incom-
plete and further policy reforms
are needed)

Other factors

Beneficial factors: WAAPP project opera-
tionalise of seed regulation capacity
(Strong); USAID projects/initiatives such as
funding of upgrading/modernizing seed labs
(Moderate).

Hindering factors: Lack of incentives for
public/civil service weak implementation of
policy (Strong); Low engagement of the pri-
vate sector in policy processes (Strong).

* Financial inputs: Weak
* Dialogue: Weak to Moderate
* Acc. measures: Weak

FASDEP Il / Irrigation devel-
opment strategies (Improved
policy formulation and strong
implementation response in
terms of shifting to joint man-
agement of irrigation system)

Beneficial factors: GCAP project support-
ing reorganisation of GIDA (Weak).
Hindering factors: Low engagement of the
private sector in policy processes (Strong);
Weak capacity of national public/civil service
(Strong).

* Financial inputs: Weak to
Moderate

* Dialogue: Weak to Moderate
* Acc. measures: Weak to
Moderate

FASDEP Il / Extension ser-
vices strategy (Improvements
in extension services provided

initially but implementation dete-
riorated overtime due to other
factors)

Beneficial factors: E-agriculture platform
supported by WAAPP project as a comple-
ment to traditional extension services
(Weak).

Hindering factors: Lack of incentives for
public/civil service, weak capacity and low
number of extension agents (Strong); De-
lays in transfers to districts in some years
(Strong); Low engagement of the private
sector in policy processes (Moderate).

* Financial inputs: Weak

* Dialogue: Weak to Moderate
* Acc. measures: Weak to
Moderate

FASDEP Il / Fisheries policy
(Some improvements in the poli-
cy framework but implementa-
tion has been very weak)

Beneficial factors: Political dialogue in the
context of EU-Ghana relations (Strong);
West Africa Regional Fisheries Programme
support to operationalise enforcement unit in
the ministry and modernise of li-
cense/registration database (Moderate).
Hindering factors: Weak capacity of na-
tional public/civil service (Strong); Low polit-
ical commitments (Strong); Lack of incen-
tives for public/civil service (Strong).

Contribution scale: Strong, Moderate, Weak, Absent.

In brief:

e BS dialogue has moderately contributed to strengthening some aspects of the policy frame-
work (e.g. crop development policy and fisheries policy) but, in general, it has had only limited
effects on public policies in the sector.

e BS financial inputs have helped GoG to implement four priority programmes (e.g. fertiliser
programme). However, BS did not prevent very mixed performance in the implementation of

these programmes.

e Accompanying measures have been focused on very specific areas with mixed results. The
weak institutional environment of the sector has limited the overall effects of BS and the de-
sign of BS operations did not sufficiently take into account the main capacity gaps.
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6 Conclusions and recommendations

6.1 Conclusions

This section presents the main conclusions of the evaluation, based on the findings and overall syn-
thesis detailed above. As summarised in the table below, the conclusions cover the main results of the
analysis related to: i) the overall effects of BS; ii) the way BS has been provided; iii) sector specific
lessons learnt.

Table 21 Overview of the main conclusions
Category \ Conclusion
C1. Effects on the strength of the GoG-DPs partnership
Conclusions on the C2. Effects on growth & poverty
overall effects of BS C3. Effects on the strengthening of public institutions’ capacity

C4. Effects on governance, including domestic accountability and transparency

C5. On the focus of BS

Conclusions on BS de- C6. On gender equality

livery -
C7. On accompanying measures
C8. Health
Sector conclusions C19. Environment and natural resource management (mining & forestry)

C10. Agriculture

6.1.1 Conclusions on the overall effects of BS

Cl. Effects on the strength of the GoG-DPs partnership

BS partners (GoG and DPs) did not succeed in sustaining and consolidating the strong part-
nership established in the early 2000s, thus increasingly limiting the overall effectiveness of
the MDBS.

The provision of un-earmarked financial contributions to the Treasury against policy targets and de-
velopment objectives began in the country long before the provision of multi-donor budget support. In
particular, structural adjustment programmes initiated in the 1980s and debt relief initiatives in the late
1990s and early 2000s have supported a number of GoG’s courageous and partially successful re-
forms in various policy areas (including macroeconomic policy, education, health, and infrastructure).
They generated a substantial amount of experience that put GoG, with the support of its international
partners, in a relatively strong position to address the well identified challenges facing the country at
the beginning of the evaluation period. As identified in the MDBS evaluation carried out in 2007, these
challenges lay, in particular, in the areas of budget execution and macroeconomic management, mod-
ernisation of the public service, and reform of the energy sector.

Yet, while the establishment of the MDBS had some positive effects on a number of policy reforms
and consolidated the country’s aid framework in the early part of the evaluation period, BS partners
(GoG and DPs) were not able to sustain and strengthen the partnership in subsequent years. The de-
creasing engagement of GoG and DPs in the partnership around BS, which occurred for a variety of
reasons not linked to its performance, seriously hampered the effective use of BS as a tool for strate-
gic dialogue. While there have been attempts by a few DPs to continue engaging in high level policy
dialogue, the modality was increasingly reduced to being a mere financing tool, thus limiting its overall
effectiveness. Two main dynamics that eventually undermined the MDBS were at play from at least
2008 onwards.

First, national decision-makers’ priorities became more and more skewed by the important transfor-
mations of the national economy and the political context resulting from the country’s sustained eco-
nomic growth and the discovery of oil in commercial quantities. In part due to its access to new
sources of finance (including oil revenues and international capital markets), GoG’s increasing asser-
tiveness was accompanied by a decreasing commitment to engaging in a genuine partnership and
dialogue over development co-operation. GoG chose not to fully seize the opportunities offered by the
MDBS to create a platform to openly discuss important reform processes with a core group of interna-
tional partners and engage with them on policy solutions to the country’s structural challenges.

Second, DPs’ engagement in BS declined due to important transformations in development co-
operation at global level occurring in the wake of the global financial crisis, the opinion of some DPs
that BS is less relevant in the context of a middle-income country, and a perception of decreased lev-
erage as a result of the evolution in the national political context. Moreover, in part due to inadequately
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equipped donor agencies present in the country, important issues related to macroeconomic man-
agement had been relegated to discussions between GoG and the IMF during a large part of the eval-
uation period.

Against this backdrop, the quality of BS dialogue became of insufficient quality to avoid expenditure
slippages driven by political considerations, non-prudent fiscal decisions and unsound short-term poli-
cy responses to the country’s structural challenges, as epitomised by the piecemeal approach to PFM
reform. Frequent turnover of staff on both GoG and DPs staff contributed to further deterioration of the
use of BS as a strategic tool. BS ended up being an instrument to hold GoG accountable for its own
reform agenda. In 2013-2014, the collapse of the MDBS framework precipitated the overall decline in
development coordination efforts and donor harmonisation that had started in the middle of the eval-
uation period.

However, GoG-DP continued strengthening their partnerships in a few areas such as decentralisation,
where SBS made clear contributions to the national policy and legal framework in recent years. At the
same time, a frank dialogue on the country’s macroeconomic situation took place between GoG and a
few DPs, which, despite a pronounced general deterioration of GoG-DPs relations, eventually contrib-
uted to GoG agreeing to conclude a programme with the IMF. The change in the country’s political
leadership after the December 2016 elections, combined with the new IMF programme creates oppor-
tunities for a renewed strong development co-operation partnership.

Robustness of the conclusion: Strong Related findings: see EQ1 to EQ6

C2. Effects on growth & poverty

BS did not prevent the serious deterioration of the country’s macroeconomic situation, but still
played a moderately positive role in helping GoG to achieve its objectives of accelerated
growth and poverty reduction.

BS has played a moderate, but not negligible role in the country’s considerable achievements in re-
ducing both monetary and non-monetary poverty, especially in the first half of the evaluation period. It
has contributed to substantially increasing access to basic services, and has helped GoG to some-
what maintain a focus on pro-poor interventions. Although the effectiveness of many policy changes
have ultimately been hindered by a number of contextual factors, the BS mix of inputs helped GoG to
maintain a steady pace of reform in most areas under review. BS dialogue and the considerable ac-
companying technical support have also supported the country in its transition towards a middle in-
come oil producing economy, which helped sustain growth in the second half of the period. In addition,
BS contributed, to some extent, to macroeconomic stabilisation (see EQ2 and EQ3), and as a corol-
lary to growth and poverty: i) BS, coupled with debt relief initiatives, contributed to creating substantial
fiscal space at the beginning of the evaluation period; ii) BS co-financing of the IMF-led stabilisation
programme of 2009-2012 has also been significant; iii) BS contributed — including through the suspen-
sion of BS disbursements in 2013-2014 — to GoG'’s return to the path of stabilisation in 2015.

However, GoG and DPs excessive optimism in the first part of the evaluation period — which was par-
tially related to the country’s impressive past achievements and the recent oil discovery — contributed
to non-prudent fiscal policies that were subsequently difficult to reverse. In part due to a weakening of
the policy dialogue, BS did not prevent the destabilising trends observed in the level of salary spend-
ing and indebtedness. The country’s deteriorating fiscal situation removed a substantial part of the re-
sources envisaged for the MDAs to consolidate and expand social and economic interventions —
hence, hindering the achievement of the overarching objectives of accelerating sustainable and inclu-
sive growth.

Moreover, BS effects on strengthening sector policy implementation and improving the quality of local
service delivery have remained limited. Due to a complex political environment around the issue, BS
was not able to help GoG maintain its initial commitment to achieve accelerated growth through in-
creased productivity in the agriculture sector and the diversification of the economy. The results of the
targeted social interventions promoted in the context of the MDBS dialogue have remained modest. In
general, various political economy factors in key sectors turned out to be too ‘adverse’ for BS to have
a strong effect on the effective implementation of the many policy reforms initiated and, thus, achieve
a more substantial impact.

Robustness of the conclusion: Strong Related findings: see EQ3 to EQG6, Step 3 synthesis.
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C3. Effects on the country’s institutional environment

Although BS has made significant contributions to fostering sector dialogue and collaboration
across public entities, its effects on institutional strengthening remained limited to specific ar-
eas or institutions.

BS has contributed to strengthening policy processes by enhancing sector dialogue, reinforcing GoG
ownership and facilitating more inclusive consultation processes during policy formulation. Moreover,
BS has helped GoG to improve the monitoring of policy implementation and to consolidate the role of
NDPC in this regard, despite persisting shortcomings in the availability of reliable data in many sec-
tors. BS has had visible effects on the strengthening of several public institutions (e.g. Ghana Reve-
nue Agency and Ghana Audit Service in the area of PFM, Forestry Agency in the ENR sector and
IMCC coordination role in the area of decentralisation). All BS inputs (dialogue/conditionality, financial
transfers and accompanying measures) have played a significant role in this regard.

However, there is a general consensus in Ghana that overall public sector capacity has not improved
much during the period under review, with some observers highlighting such problems as the persis-
tence of an inadequate organisational culture in public institutions, poor incentive structures, and weak
accountability mechanisms. While BS DPs have, in general, shown some openness to backing GoG’s
attempts to modernise the public sector, they actually remained wary of engaging too heavily in the
reform process in this politically-sensitive area. DPs preferred to address these issues indirectly
through technical interventions (e.g. in areas such as the human resource management information
system, and the payroll), which eventually showed limited overall effects during the period under re-
view. Moreover, in the absence of a coherent framework for capacity development, accompanying
measures remained fragmented, and very much donor-driven in most policy areas reviewed. This
weakness was already clearly identified in Ghana’s Aid Policy and Strategy 2011-2015, but this policy
document was ultimately never endorsed by the GoG which focused on other priorities after 2011.

Robustness of the conclusion: Strong Related findings: see EQ4, EQ5, EQ6.

C4. Effects on governance, including public finance and accountability

BS has had some positive effects on aspects of governance such as the strengthening of ac-
countability institutions, but there have been only limited improvements in public sector ac-
countability overall, and considerable weaknesses in the PFM system persist.

BS has contributed to strengthening the role played by certain accountability institutions (e.g. Ghana
Audit Service, CHRAJ) and to consolidating the involvement of Ghana'’s already active and quite vocal
civil society in policy processes. BS contribution to the progress made in the national decentralisation
process has also been very significant.

While there has been clear progress in the area of governance, major challenges persist. Improve-
ments have mainly concerned the strengthening of the general institutional framework (see also con-
clusion C3). They have been insufficient to ensure the effectiveness of accountability mechanisms.
The relevant institutions remain largely under-resourced, and the power imbalance among the arms of
governance has not significantly improved. There are limited examples of independent institutions ef-
fectively challenging the government in power. Public institutions’ transparency and evidence-based
decision-making have remained weak, and funding research in the area of governance has not been a
priority.

The fragmented nature of the budget continues to inhibit effective policy based allocations and deci-
sion making. The introduction of programme-based budgets has been largely ineffective given persist-
ing bottlenecks in budget execution. BS DPs have provided substantial support for the implementation
of an Integrated Financial Management Information System (GIFMIS), but this investment is not fully
utilized as only a fraction of the budget is routed through it, meaning that benefits have still remained
largely elusive, especially with regards to budgetary controls. Further progress with instituting a TSA
has been very slow and there continue to be considerable inefficiencies in the national PFM system,
especially with regards to cash management.

More could have been done to improve the financial monitoring in the key sectors targeted by BS. The
number and depth of the studies analysing levels, composition and trends in public expenditure have
been insufficient, given the scale of problems related to the availability of information on public ex-
penditure. Moreover, the quality and usefulness of these often one-off exercises have been seriously
undermined by the lack of comprehensive and reliable data on public expenditure.

Robustness of the conclusion: Strong Related findings: see EQ4, EQ5, EQ6.
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6.1.2 Conclusions on the way BS was provided
C5. The focus of BS

The focus of the MDBS has ended up being too large and too much geared towards the short
term for BS to be truly strategic. The reasons lie in the specific design adopted for the MDBS
PAF, the lack of comprehensive and reliable data, and the decreasing engagement of some of
the main stakeholders in the overall partnership.

Studies carried out in the early and mid-2000s had highlighted a number of important political econo-
my factors which seriously hamper the reform process in Ghana. In particular, the country experienced
particularly resilient clientelist and political patronage systems as illustrated by the complexity of the
public sector wages, the continuous strong influence played by interest groups in the mining sector
and the difficulties in changing the system of presidentially-appointed members on district assemblies.
As shown in this evaluation, some of these factors got amplified by important evolutions in the context
(e.g. oil discovery and high international gold prices). While some sensitive reforms (e.g. decentralisa-
tion) have been dealt with subtly by GoG and the DPs, the influence of major political economy factors
on the effective implementation of the supported policy reforms has, in general, been underestimated
during BS design and implementation.

DPs and MoF put in a lot of effort to regularly consolidate and make more efficient the MDBS dialogue
mechanism, but improvements largely remained at a technical level. Despite significant direct effects
of BS on the strengthening of the country’s aid architecture and policy dialogue structures, DPs and
GoG did not succeed in really deepening policy dialogue on key national reforms and medium-term
structural changes. Attempts to make the MDBS more strategic and more focused on a few central is-
sues occurred at a moment (2011-2012) when the overall partnership had already seriously weakened
due to a decreased engagement of some of the main stakeholders (see conclusion C1).

As highlighted in this evaluation, reform measures in Ghana have generally been of a short-term na-
ture — a characteristic partially explained by the tight electoral cycle and the tendency of newly-
incumbent staff to distance themselves from the initiatives of their predecessors, at least initially. The
way the MDBS process functioned made it difficult to overcome this challenge. When establishing the
MDBS, DPs chose to relate the annual releases of funds to the positive assessment of short-term pol-
icy measures (with the exception of indicators in the Education and Health sectors). At the same time,
MoF which was the main MDBS interlocutor on the GoG side, needed to maintain a degree of influ-
ence on the achievement of the targets. Despite the overall mechanism being based on medium-term
frameworks, the limited focus on development outcomes and medium-term strategic issues created
incentives for GoG to establish modest performance targets.

In addition, the BS dialogue has suffered from the lack of comprehensive and reliable data, and the
weaknesses in studies analysing trends in development outcomes in several sectors. The regular
‘surprises’ around some of the country’s macroeconomic indicators illustrate the difficulties faced both
by GoG and its international partners to get a precise idea of the scope of major challenges faced by
the country and the urgency of the situation at the macroeconomic level.

This evaluation has also highlighted a limited understanding of the BS modality by sector stakehold-
ers. The situation described above reinforced the misconceptions of those stakeholders who saw BS
as a mere source of finance that could be relatively simply accessed by meeting a few triggers. In-
stead of adopting this modality to enhance strategic planning, identify sector priorities and foster policy
discussions on these priorities, BS has often been used by GoG (and its international partners) as a
simple tool for financing relevant but not necessarily well prioritised, activities.

Robustness of the conclusion: Strong Related findings: see EQ1, EQ2, EQ3, EQ4, EQS6.

C6. Gender equality

Uneven attention has been given to gender equality issues during BS design and implementa-
tion, and important challenges persist.

The mainstreaming of gender equality issues in BS operations has been uneven, although the topic
has been increasingly well integrated in the overarching MDBS framework and in some sector strate-
gic frameworks (e.g. Health and, to a lesser extent, Agriculture). Several BS DPs (e.g. Danida and,
especially in the Agriculture sector, the Canadian International Development Agency — CIDA) have
been particularly active in this area. They have played a key role in pilot initiatives carried out during
the evaluation period (e.g. gender-responsive budgeting) and in the strengthening of the national poli-
cy framework (e.g. formulation of the recent national gender policy).

However, important challenges persist, and women’s participation in governance is far from satisfacto-
ry. In 2016, the gender-responsive budgeting initiative was at a standstill. Gender desks in line minis-
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tries still do not participate actively in the resource allocation process within the sector (beyond in-
volvement in negotiating resources available to their units). More generally, stakeholders involved in
gender activities still lack resources and appropriate capacities to fulfil their function. In particular,
while the use of sex-disaggregated data in reporting on public policies increased during the evaluation
period, there was a shortfall in capacity to adequately analyse or use the data in decision-making and
implementation. Moreover, efforts to promote gender equality at local level have been rather limited so
far. As power and resources shift downwards to local governments, gender mainstreaming, including
gender-responsive budgeting, will have to be increasingly integrated into the planning processes at
those levels.

Robustness of the conclusion: Strong Related findings: see EQ1, EQ2, EQ6.

C7. Accompanying measures

Accompanying measures have been useful to strengthen policy processes and capacity devel-
opment, but their full potential was not sufficiently exploited.

Relying on a wide range of forms of support, BS DPs have provided substantial levels of accompany-
ing measures in all sectors and areas reviewed. The support has been largely relevant — such as the
support provided to local government capacity building measures, public institutions in the Health sec-
tor or to PFM and governance agencies (including entities in charge of decentralisation reforms) at the
central level. The actions targeting civil society organisations have also been successful, as illustrated
by the increasing role played by organisations such as GIRAF*?2 or KASA in the ENR sector or the
positive results of the STAR-Ghana programme. The recent capacity development efforts supported at
the level of MMDAs have also shown some promising results.

However, there have been a number of missed opportunities. Many accompanying measures have
been implemented in parallel, with limited synergies achieved between them (e.g. in the area of PFM
or in the Health sector). Support to CSOs has been substantial, but could have been less dispersed.
CSO capacity to engage in complex analytical work, organise collective action and communicate ef-
fectively with decision-makers and the public has proved to be suboptimal. Moreover, there have been
too few attempts by BS DPs to foster the ties between academia, thinktanks, public institutions and
other stakeholders, and to explore innovative ways of nurturing links between Ghanaian public institu-
tions and regional or international peers. Finally, some DPs have been very active in promoting a joint
agenda for strengthening M&E and statistical capacities, but efforts to ensure a buy-in by national
stakeholders (especially at the highest level of GoG) came late, and at a moment (2012-2013) when
this topic had little chance of featuring very highly in GoG’s list of priorities, given the accumulation of
other burning issues in that period.

Robustness of the conclusion: Strong Related findings: see EQ1 to EQ6.

6.1.3 Sector conclusions
C8. Health

BS, especially through the provision of (GBS and SBS) funds and adequate accompanying
measures, has made clear contributions to the substantial improvements in health outcomes,
but DPs have missed a number of opportunities to use SBS more strategically and help GoG to
limit the sector’s increasing institutional fragmentation and deteriorating financial situation.

Most health indicators have shown steady progress in increasing access to preventive, promotional
and curative health services, and, consequently, in improving health outcomes. Some progress has
also been achieved in reducing inequities in healthcare utilisation and outcomes. Building on the suc-
cessful SWAp experience implemented in the sector since the 1990s, BS (GBS and SBS) dialogue
and accompanying measures have had positive effects on strengthening the quality of the sector’'s
strategic framework and the capacities of key stakeholders (including MoH and “private” actors such
as CHAG), especially at the policy-making and monitoring & evaluation levels. This contributed to the
strengthening of the sector strategic framework and its overall positive implementation. In addition,
GBS funds are very likely to have contributed to the increase in government expenditure on health and
the related expansion in health service coverage up to 2012. The increased availability of health per-
sonnel observed has been demonstrated as being a key factor impacting on health service utilisation
and health outcomes. Moreover, SBS funds, which accounted for 5% of health expenditure over the
period 2008-2014, proved to be a badly-needed source of funding for discretionary spending in recent
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years, especially for goods and services (i.e. spending related to health system strengthening and
‘soft’ activities necessary to run the sector).

However, SBS would have been an even more appropriate modality to strategically support an already
well organised sector provided if a number of missed opportunities had been addressed — especially if
the MoH had provided more consistent analytical data on health expenditure, allowing for more strate-
gic allocations, and BS had been better monitored. Overall, much of the improvement in sector out-
comes was achieved in the first half of the evaluation period and, in many areas, progress has slowed
down in recent years. The complex and vulnerable financing situation of the sector has recently been
aggravated by a number of factors. DPs progressive withdrawal from the sector, following the coun-
try’s access to the MIC status lacked any clearly-identified phased approach to consolidating past
gains. In addition, remaining DPs have increasingly earmarked their support and focussed it on specif-
ic interventions / areas following their own priorities and in a rather uncoordinated way. Given the
country’s difficult fiscal situation and the dramatic increase in wages in the Health sector, MoH (like
many other MDAS) has been left with very little discretionary funding to fill gaps in the implementation
of the sector strategies. The sector also lacks a consistent framework for health system strengthening
as a whole, and main sector stakeholders (MoH, GHS, CHAG and districts) face difficulties in finding —
and getting in a timely manner — the adequate resources to finance public health and preventive and
promotional activities, and to ensure continuity in quality healthcare. Recent evolutions have run
against the principles of the health district system.

Despite the sector still benefiting from a good overall policy dialogue, the dialogue has deteriorated in
recent years, with some evidence pointing to a weakening of coordination and harmonisation, and to a
number of missed opportunities for DPs to play a greater role in strategic planning. Many DPs have
been unable to engage convincingly in overall financial monitoring, and help to address the sector’s
strategic bottlenecks and main weaknesses in budget mechanisms. They have preferred to increase
the earmarking of funds and reduce the role of SBS to a project type of support, insisting on focussed
and rather fragmented areas, with increasingly limited contribution to the sector-wide approach in
place.

Robustness of the conclusion: Strong Related findings: see EQ1, EQ2, EQ6 and EQ7.

C9. ENR

BS positive contributions to strengthening public policies and the institutional environment in
the ENR sector have been insufficient to ensure any substantial impact on sector outcomes.

BS in general, and SBS in particular, have made aid delivery more harmonised and coherent in the
ENR sector. BS has contributed to an improved legal and policy framework — most notably with re-
gards to the National Environmental Policy and the National Climate Change Policy — and has helped
to strengthen relevant sector agencies. In addition, inter-agency cooperation has improved and CSO
engagement has increased, especially in the forestry sector. Although behind schedule, there have
been notable advances in the area of timber legality, and BS dialogue has played an important role in
that process.

However, BS’s positive contributions have been insufficient to ensure any substantial impact on sector
outcomes, as the implementation of the strengthened policy and institutional framework has been hin-
dered by a multitude of factors. As a consequence, the state of the environment in Ghana appears to
be deteriorating further. Data is scarce, but indicates that the resource base is dwindling and that pol-
lution (especially of water) is rising. The sector agencies have shown weak planning and M&E capaci-
ty, including reporting on the sector performance and monitoring of sector spending. In addition to the
limited capacities, insufficient political commitment at the highest level of GoG has hampered the im-
plementation of some of the adopted policies — especially in the mining sub-sector. Another major ob-
stacle is the complex political economy surrounding especially the forestry and mining subsectors.

While BS made some important contributions to improving the sector’s performance, there were also
some missed opportunities. First, SBS targeted illegal logging, but it did not focus on illegal mining,
although this is arguably at the heart of the most pressing environmental issue in Ghana. Second,
there has not been a follow-up sector-wide support programme to NREG, or any other attempt to sup-
port a sector-wide approach - thus leading to a fragmentation of DP actions and jeopardising the ad-
vances made.

Robustness of the conclusion: Strong Related findings: see EQ1, EQ2, EQ6 and EQS8.
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C10. Agriculture

BS contributions to enhancing outcomes in the non-cocoa crops and fisheries sub-sectors
have been limited, not least because of inadequate responses given to the complex institution-
al dynamics that characterised the agriculture sector in Ghana.

Performance of the agriculture sector (excluding cocoa) has been variable during the evaluation peri-
od, with a sharp decline in recent years. In particular, production of key crops has been variable, post-
harvest losses have been constantly high, and yields of most major staples have remained relatively
flat.

BS has provided MOFA, with additional discretionary resources and technical support that enabled it
to focus on leading the revision of FASDEP and preparation of METASIP, and to design and imple-
ment four priority programmes: the fertiliser subsidy; the Youth in Agriculture Programme; the Agricul-
ture Mechanization Centres; and the National Buffer Stock Programme. However, BS did not prevent
very mixed performance in the implementation of these programmes. Moreover, the programmes ab-
sorbed a substantial part of MOFA’s budget, squeezing out other critical areas such as research and
irrigation. In general, national stakeholders did not manage to sustain the gains achieved under BS in
terms of enhanced budget execution and sector collaboration over time.

In addition to weak capacities for strategic planning and management at all levels, a key bottleneck in
implementing agriculture sector strategies has been the insufficient leverage that MOFA has had over
other MDAs impacting on the sector. Lack of progress in key areas such as post-harvest losses, was
in part due to the need to engage across various MDAs. Moreover, MOFA was cautioned by MoF to
agree only on BS triggers and targets for which MOFA had direct control. This makes sense from the
standpoint of ensuring that targets are in fact met in the short term, but it limits the utility of BS in tack-
ling critical bottlenecks in the sector that are covered by other MDAs (e.g. rural roads, agricultural re-
search, post-harvest losses, sustainable land management).

Another key limitation of DP support to the agriculture sector has been the strong emphasis put on
PPMED*%. While PPMED has a pivotal role at institutional level, and it is important for DPs to identify
a few strong national counterparts on which to build the sector partnership, insufficient effort has been
put into sensitisation and capacity-building of other directorates. In particular, directorates outside of
PPMED did not fully comprehend the intention of budget support and how it could benefit their particu-
lar area beyond budget resources provided.

There is also significant room to improve the M&E of METASIP/sector policies, and the quality of data
in the sector remains a key bottleneck both for sector planning and assessment. Improving M&E
would also be beneficial to MOFA to help demonstrate performance to MoF, which has been a report-
ed weakness in MOFA's ability to negotiate with MoF in the budgeting process.

Finally, much more needs to be done at local level to strengthen service delivery in the new decentral-
isation context. In particular, district administration still does not fulfil the role it should play in terms of
supervising and enhancing service delivery, as well as investment in rural infrastructure.

Robustness of the conclusion: Strong Related findings: see EQ1, EQ2, EQ6 and EQ9.
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6.2 Recommendations

Building on the conclusions, nine key recommendations have been formulated, at both the overall
strategic and sector-specific levels. The recommendations are structured around five key ideas:

e The need (but also the current unique opportunity) to relaunch an overall partnership to sup-
port policy reform in Ghana;

e The need to focus future support on PEM and macroeconomic stabilisation, with the MoF as
the main counterpart and a strong focus on transparency and accountability;

e The need to avoid piecemeal approaches at sector level and, thus, consolidate coherent sec-
tor strategic frameworks - possibly through sector-wide approaches underpinned by SBS in-
terventions or similar forms of support in areas such as Health or Decentralisation, and
through coordinated sector support programmes in areas such as Agriculture or Governance;

e The importance of developing more coherent accompanying measures and policy dialogue
with a focus on policy innovation and better integration of cross-cutting considerations;

e The need to address a number of clearly-identified specific priorities at sector level.

Table 22 Overview of the main recommendations

Category \ Recommendation
R1. Towards a new development co-operation partnership

R2. BS for an improved macroeconomic environment

General recommenda- R3. A stronger focus on improving information management and the use of data

tions R4. Coherent sector approaches based on enhanced policy analysis

R5. Better articulated and innovative accompanying measures

R6. A more vigorous response to gender inequalities

R7. Health

Sector specific rec-

. R8. Environment and natural resource management (mining & forestry)
ommendations

R9. Agriculture

6.2.1 General recommendations

R1. Towards a new development co-operation partnership

Provided that GoG and DPs manage to genuinely share a common vision of the future role of
ODA in the country, they should relaunch a comprehensive partnership to support some of the
country’s major policy reforms while supporting the country’s transition away from traditional
aid. In such a context, the use of modalities based on GoG ownership, strong political com-
mitment and coherent multifaceted support actions should be favoured and strengthened.

There is a general agreement on the fact that ODA cannot resolve all problems of the country and that
its volume follows an irreversible declining trend. But, as underlined in the 2012 Compact, Ghana can
still substantially benefit in the medium term from the support of the international partners that assisted
the country’s development for decades.

After a period characterised by tense GoG-DPs relations and by an overall deterioration in policy dia-
logue, new opportunities arise from a number of important changes that are taking place in the context
surrounding development co-operation in Ghana. If GoG is willing to genuinely engage in new strong,
medium-term partnerships, this could be the right time to revive BS and similar forms of co-operation,
and to resolutely move away from piecemeal approaches and traditional aid. In particular: i) the central
administration is now firmly engaged in an accelerated reform process in the PFM and macroeconom-
ic management areas; ii) the strong commitment of GoG and DPs to the 2030 Agenda for Sustainable
Development calls for intense dialogue and collective actions to address global and local challenges,
including those relating to climate change, while exploring new ways of financing development; iii) a
new group of political leaders is steering the country’s political and economic engines since the De-
cember 2016 elections, offering the possibility to initiate fresh new relations with international partners.

Against this backdrop, it is suggested that GoG and the DPs relaunch BS and similar forms of co-
operation (e.g. pool funds in the context of sector-wide approaches) recognising the unique mix of fi-
nancial, political and technical leverage they offer compared to other instruments. Such forms of co-
operation offer the possibility of focusing activities on the promotion of solutions emerging from do-
mestic processes, relying on regional and international experience where appropriate. Such a focus
should become a core principle of future co-operation programmes. Moreover, as shown in this evalu-
ation, such forms of co-operation can be particularly useful to foster strategic dialogue and policy
thinking and are key to supporting a strong national framework for policy monitoring and coordination.
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Finally, transaction costs can remain very low if requirements in terms of engagement on both sides
and the purpose of the partnership are clearly spelled out from the outset.

As detailed in the next recommendations, there is a need within the PFM and macroeconomic man-
agement areas to support and complement the ongoing IMF programme through longer-term compre-
hensive institutional actions. In other key policy areas - such as health, decentralisation, governance,
agriculture, and energy - there is a need to avoid actions that are piecemeal and not coordinated, and
to consolidate or build new sound and owned sectoral approaches instead, while integrating new chal-
lenges that Ghana is facing as a middle-income country (including policy issues related to trade, cli-
mate change, science and technology and social protection).

This recommendation is mainly linked to the conclusions: Clto C4 and C8to C10

R2. BS for an improved macro-fiscal and governance environment

A joint BS programme firmly focused on macroeconomic stabilisation and PFM reform should
be re-initiated to consolidate the recent gains in PFM reform and macro-stabilisation and
strengthen the strategic prospects of the ongoing GoG-IMF agreement.

GoG is currently undergoing an adjustment process, supported by an IMF programme and subject to
its close review. Some critically-needed structural reforms had already been identified in the MDBS
framework. However, BS has had little influence on their implementation because of the weakness of
the overall dialogue framework - including its lack of strategic focus — and the detachments of the
country’s leaders from BS-related commitments following increased access to new sources of funding.
For a successful transition process, the country should continue actively pushing forward some of
these important reforms, while recognising and seizing the opportunities offered by traditional interna-
tional partners’ support.

To accompany the ongoing efforts around the implementation of the national PFM reform strategy
2015-2018, DPs should re-activate a joint BS programme, putting a strong focus on working with the
MoF without excluding other relevant public entities involved in PFM (including its transparency and
accountability aspects). A special emphasis should be placed on improving budget credibility and ex-
penditure control. Ensuring that a larger share of the budget be subjected to GIFMIS could be an im-
portant and feasible first step. The provision of any future BS should also be preceded by a precise
assessment of the persisting inefficiencies in cash management and the severity of the problems re-
lated to idle balances in commercial banks.

A substantial joint support in PFM would strengthen GoG responses to the recent macroeconomic de-
stabilisation, fit the adjustment process initiated by the agreement between the GoG and the IMF, and
consolidate its strategic prospects. It would clearly engage with the MoF as the main counterpart and
would focus on prioritised essential reforms relevant to macroeconomic stabilisation and improve-
ments in the quality of public expenditure. This support should also provide GoG with an amount of re-
sources sufficient to reduce its need for commercial borrowing. It should be accompanied by: i) a
framework for performance review and dialogue, based on close medium-term monitoring of the re-
form processes; ii) a strong technical assistance component that would integrate South-South ex-
changes and co-operation; iii) clear linkages to the support to CSO engagement in national policy pro-
cesses (see R5 below).

This recommendation is mainly linked to the conclusions: C1, C2,C3 and C5

R3. A stronger focus on improving information management and the use of data

Any future support should include a strong focus on improving information management and
the strategic use of data, with the view to enhance evidence-based decision making but also
transparency and accountability in the public sector.

Given the state of the country’s transition process and the challenges that arose from its access to
MIC status, there is a huge need for stakeholders at national and sector levels to speed up progress
towards enhancing evidence-based decision making and improving accountability and transparency in
the public sector.

In particular, future BS or similar modalities should integrate, among other aspects, a comprehensive
component focussing on enhancing capacities for data generation and analysis in order to strengthen,
from bottom up, national initiatives aimed at consolidating Ghana’s M&E and statistical capacities. Ef-
forts in this area should take into account the commitments the country has made to international
agreements, including to the Sustainable Development Goals (SDGs), and use the country’s strong
private sector and academic research capacities which are unique in the region. Accountability mech-
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anisms should also be consolidated by improving the availability of public data to non-state actors and
strengthening CSQO’s engagement in policy processes.

GoG and DPs should also increase efforts to enhance financial monitoring and reporting at sector lev-
el, in close collaboration with relevant MoF units. The primary objectives are to: i) better understand
bottlenecks in terms of budgeting and spending mechanisms that could be dealt with at sectoral level;
i) increase the capacity of national stakeholders to better anticipate the magnitude of the challenges
associated with them; iii) improve strategic planning.

This recommendation is mainly linked to the conclusions: C4, C5 and C8to C10

R4. Sector approaches based on enhanced policy analysis and experimentation

In the areas where there is clear willingness of relevant MDAS to consolidate sector strategic
dialogue, GoG and DPs should consider strengthening sector-wide approaches, through SBS
or similar modalities. Such support should then be accompanied by adequate complementary
measures and should increasingly integrate policy experimentation.

Despite the bottlenecks in policy implementation highlighted in this evaluation, SBS proved to be a key
tool to support sector-wide reforms in periods of a stable macroeconomic environment. SBS and other
similar forms of aid (e.g. pool funding mechanisms, such as in the Health sector in the past) helped in
supporting multifaceted partnership frameworks (based on performance objectives, policy dialogue,
access to TA as needed, and flexible financial resources). Although it was not always fully recognised,
this gave MDAs opportunities to enhance strategic dialogue and co-ordination and to strengthen the
implementation of some aspects of the sector policies. Despite the limitations related to the country’s
specific context, such support - including arrangements which ensured ‘additionality’ of resources
transferred to MDAs — has been key to ensuring ownership by national counterparts and contributing
to institutional strengthening. It should thus be continued to accompany reforms in key policy areas
(e.g. Health, Decentralisation, natural resource management), while putting even greater emphasis on
leveraging private-sector investment.

In sectors with some level of maturity in terms of the policy and institutional environment, GoG and
DPs should actively explore ways of using future support to create some fiscal space for policy innova-
tion and risk-taking initiatives with the view to promoting solutions emerging from domestic processes.
In all cases, GoG and DPs should ensure that future sector support integrates components that allow
for the fostering of national counterparts’ exposure to innovative ideas coming from Ghanaian policy
research organisations (academia, think tanks) and for improving their access to regional and interna-
tional best practices.

The country context (with the heavy weight of domestic political factors) and the complexity of many
sector challenges that need to be addressed call for great subtlety in the way such modalities of co-
operation are used to achieve better development outcomes. First, they should be based on objectives
that are ambitious, but are realistic and clearly spelled-out. Second, such support should be launched
only if: on the one hand, there is clear, strong political backing by GoG and explicit willingness of rele-
vant MDAs to consolidate the sector-strategic dialogue while avoiding reducing co-operation instru-
ments to mere financing tools; on the other hand, DPs are ready to deploy the necessary resources to
better understand the sectors’ reality and to firmly engage on issues of strategic planning, while avoid-
ing the temptation to interfere with the management of the funds transferred.

Even if some of the above conditions are not met, the GoG and DPs should still strive to ensure a
strong sector approach based on strategic dialogue and a set of coherent actions. In particular, if the
strength of the sector-strategic and institutional environment does not allow the use of BS, the GoG
and DPs should consider using pool funds or “clustered support activities” linked by a common strate-
gic framework and clear dialogue mechanisms. In particular, such approaches could be considered in
sectors such as Agriculture and Governance (including the Justice sector).

This recommendation is mainly linked to the conclusions: C1, C5 and C8to C10

R5. Better articulated and innovative accompanying measures

Accompanying measures, including the support to CSO, should be better articulated, more ac-
tively promote policy innovation, and increasingly focus on the strengthening of local govern-
ance.

The need for capacity development is still substantial not only at all levels of government, but also
among non-state actors. As highlighted in this evaluation, technical assistance and other forms of
support which used to accompany BS alone cannot be expected to fundamentally change the capacity
of national stakeholders to design and implement public policies and effectively deliver services to final
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beneficiaries. However, they can contribute to strengthening specific actors or mechanisms in targeted
areas, and can accompany broader initiatives of public sector modernisation led by GoG at national
level. This calls for: i) setting realistic objectives for future support; ii) continuing the efforts supported
so far to consolidate past achievements; iii) expanding these efforts to some new areas. In particular,
future support will need to pay greater attention to the issues highlighted in the above recommenda-
tions (policy innovations, and capacities for information generation and analysis), keep a strong link to
the overall partnership framework and put emphasis on the following additional aspects:

e Key institutions involved in the PFM and governance areas: it will be crucial to continue the ini-
tiatives supported in recent decades (including GIFMIS) to make effective use of the potential
they offer. To increase the impact of the support provided to the multiple initiatives implement-
ed (by, for example, the MoF, the CAGD, the Ghana Audit Service) in the PFM area, it will al-
so be important to seek more actively synergies between the various initiatives. The Parlia-
ment’s oversight capacity will need to be further strengthened. Finally, future support
measures should also look beyond the actors at central level and, in particular, help GoG to
strengthen the budget execution and human resource management capacities of MDAs and
MMDAs, in the context of the recent PFM reform strategy.

e Public institutions at sector level: in the absence of a clear demand and of a coherent capacity
development framework, DPs should increase their efforts to provide harmonised support and,
where possible, pooled resources to use them in strategic areas. In particular, stronger em-
phasis should be put on the areas mentioned in the above recommendations. Moreover, there
is room to considerably improve and expand ongoing initiatives aimed at fostering ties among
sector stakeholders, including between Ghanaian public institutions and research organisa-
tions (academia, thinktanks) at national or international levels.

e Local governance: GoG and DPs should sustain the current positive momentum in the decen-
tralisation process. In particular, DPs should build on the positive experience of the support to
the DDF and SBS on decentralisation by developing a broader and more harmonised ap-
proach to support the important transition phase the country is currently in (along the recent
recommendations of the 2016 SWAp mission). Special emphasis should be put on fiscal de-
centralisation and the development of MMDAS’ planning and budget capacities based on the
experience of the FOAT assessments.

e (CSO: support to CSOs should better integrate the lessons from the past and, in particular,
adopt a more prioritised approach focused on the broader catalyst role that targeted organisa-
tions could play. Moreover, future support should seek innovative ways to engage citizens (not
only well-established CSOs) in policy processes.

This recommendation is mainly linked to the conclusions: C7 and C8to C10

R6. A more vigorous response to gender inequalities

GoG and DPs should maintain and consolidate the good dialogue established so far on gender
equality, enabling them to better identify appropriate joint responses to persisting and evolving
challenges at central and local levels.

GoG and DPs should maintain and consolidate the good dialogue developed on gender issues in the
last decade. The gender equality goals and targets in the current Sustainable Development Goals
(SDGs) offer a holistic opportunity for DPs to support gender equality in Ghana by establishing clear
written agreements on how future support will help to achieve these goals and targets prioritised by
the GoG.

As highlighted in this evaluation, the effective mainstreaming of gender equality requires stronger polit-
ical will as well as more adequate allocation of resources for programming of relevant activities. DPs
should support GoG to pursue its agenda towards gender-responsive budgeting — which was at a
standstill in 2016 — by using workable regional (e.g. developed at ECOWAS?®* or African Union level)
and global strategies. Concrete efforts should be made to re-establish the procedures and processes
already identified by GoG to ensure that all sector ministries and departments comply to the National
Budgeting Guidelines on integrating (and reporting on) gender equality in sector budgets.

In addition to support to relevant policy and institutional reforms, parallel direct support from DPs
should be considered by GoG as a means of fostering the mainstreaming of gender equality and so-
cial inclusion in some relevant areas. In particular, the sector ministry for the promotion of gender
equality, women’s and children’s issues and social protection still has major capacity issues especially
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in the coordination of inter-sectoral programming. DPs, through the Sector Working Groups, should
identify better strategies to work with the Ministry of Gender, Children and Social Protection to address
the different levels of capacity gaps.

Finally, programming on gender equality and social inclusion at the local/decentralised level is proba-
bly an area that will require important external support in the near future. GoG should mobilise such
support to help address the current weaknesses in the structures and systems - including the role of
gender desks at the MMDAs - and assist the current shift of power and resources to local govern-
ments.

This recommendation is mainly linked to the conclusions: C6

6.2.2 Sector recommendations
R7. Health

GoG and DPs should ensure that future support to the Health sector (whether through SBS or
similar forms of aid) continues to respect the principles of a sector-wide and inclusive ap-
proach while greater attention should be paid to issues of overall leadership, strategic plan-
ning, financial monitoring and evidence based policy dialogue.

Despite many DPs having moved away from sectors (including Health) traditionally prioritised in ODA
to Ghana, there are still many stakeholders — both donors and domestic stakeholders — involved in the
Health sector. This calls for continued important attention being paid to coordination and coherence in
sector interventions under the broad principles of a SWAp. Moreover, the sector will still need substan-
tial external assistance in the near future. In particular, budget support or other similar forms of aid -
such as pool funding - are badly-needed (provided they are accompanied by appropriate technical
support and accountability measures). This type of support is required to: i) secure non-
earmarked/discretionary funding to allow for financing public health and functioning activities (goods &
services); i) restore a strong partnership between GoG and DPs in the sector (based on comprehen-
sive and coherent dialogue and interventions); iii) continue improving strategic planning, implementa-
tion and M&E to consolidate the gains of sector institutions from the past period and to assist the
country’s transition process.

Budget support is crucial to continue supporting the SWAp, but it should not be seen as the only type
of intervention to be implemented in the framework. Appropriate complementary projects should also
be designed to work in synergy with BS-type interventions so as to address critical issues that would
be better managed via a direct support from DPs (e.g. pilot projects, interventions needing rapid re-
sponses, specific technical support). Moreover, the common fund established before the start of the
provision of SBS was displaying similar advantages as SBS, while, at the same time, being more easi-
ly manageable by sector entities.

As in other sectors, a number of conditions relating to the provision of budget support or a similar mo-
dality in the future would have to be respected by GoG in order to make BS a credible and efficient
modality. These are: i) increased budget credibility and transparency over actual expenditure, by de-
veloping appropriate financial reporting system — at least, providing consistent data series and consol-
idated financial reports presenting budgets and expenditure from all sources (e.g. GoG, DPs, NHIS)
by economic classification and, if possible, by region, level of service and programme; ii) reducing fi-
duciary risk more generally; iii) commitment to keeping the wage bill under control, in order to secure
sufficient resources for ‘operating’ costs; iv) commitment to ensuring both sufficient resources for the
health sector and to improving efficiency of health expenditure (notably, by putting cost containment
measures in place within the NHIS); v) budget allocations must favour cost-effective and equitable ex-
penditure, especially by favouring primary health care over tertiary care that can be left to the private
sector.

A number of preconditions should also be met by the DPs. In particular, they should: i) resist the temp-
tation to directly control the management of the funds provided; ii) reaffirm their commitment to re-
specting aid effectiveness principles. In particular, BS and complementary support should be better
designed and harmonised so as to respond to the missed opportunities identified in terms of providing
coherent joint support to strategic planning and implementation.

This recommendation is mainly linked to the conclusions: C8 and, to a lesser extent, C3,
C5, C7
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R8. ENR

Despite the fact that no sector-wide support is planned in the near future, GoG and DPs should
still strive to strengthen the capacities for strategic planning and monitoring of the ENR sec-
tor’s national stakeholders (including sector agencies and CSOs), and to enhance the sector’s
governance and accountability mechanisms.

Sector-wide support is very much needed to consolidate the gains of the sector — for example, in
terms of inter-agency collaboration, and improved strategic framework and institutional capacities.
However, according to the information available, no DP has planned direct sector-wide support. In-
stead, the World Bank provides (much-needed) technical assistance in the area of M&E, while the EU
focuses on climate change adaption and mitigation in northern Ghana and, together with the UK, on
timber legality.

Independently of whether there will be a sector-wide approach to the ENR sector, the GoG should
show stronger political commitment to ensuring more effective law enforcement and increased trans-
parency in the sector. GoG should also enhance financial monitoring and planning capacities. In par-
ticular, it should develop systems/capacities to regularly generate data that can be used for strategic
planning.

CSOs should play a greater watchdog role in the sector. For them to fully assume their role in sector
governance, it is important to build their capacities not only in terms of awareness raising but also for
carrying out analytical work. In the same vein, greater involvement of research institutions and ex-
change between peers (at international level) should be promoted.

In the short term, the DPs should reactivate dialogue among DPs involved in the sector in order to en-
sure harmonised aid delivery. In addition, DPs should engage in policy dialogue with GoG - in particu-
lar, to identify areas where compliance with international standards is still needed - and continue en-
hancing the monitoring of sector performance.

This recommendation is mainly linked to the conclusions: C9 and, to a lesser extent, C3,
C4, C5, C7

R9. Agriculture

GoG and DPs should consider continuing developing a sector-wide approach and strengthen-
ing central-level stakeholders, and this effort should be complemented by more direct support
at local level, especially in the most deprived districts.

Support at central level is still needed to consolidate the gains achieved during the implementation of
the previous SBS operations, but - given the sector’s past performance — SBS may not be the most
effective way to ensure this. In particular, experience indicates that BS will not be effective without
strong GoG commitment to support and fund implementation of reforms. Budget support should be
provided in the future only if there are clear improvements in terms of ownership and also visible pro-
gress in policy implementation and reduced fiduciary risks.

GoG and DPs should make sure that future interventions continue to promote a sector-wide approach
- in particular, paying greater attention to ensuring co-ordination across the various MDAs and across
the MOFA directorates. Future sector-wide support could play a role in improving this by:
i) incentivising structural changes and ensuring that co-ordination bodies have an appropriate leverage
across MDAs; or/and ii) incorporating technical assistance or other complementary measures to en-
sure that capacity building is provided over a sustained period of time to build coordination capacity
alongside the structural changes that need to take place. There is also a need to broaden the range of
MOFA counterparts with which DPs engage with, actively including directorates other than the
PPMED in policy dialogue and technical assistance.

Greater attention to M&E is also required in order to better demonstrate the impact of the policy ac-
tions supported. This is important to enhance the ability of DPs to demonstrate the impact of their
support to their HQ, and also to help MOFA demonstrate performance to MoF — and thus increase its
negotiation power in the budgeting process. This would need to be tackled by more active policy dia-
logue on this theme but also by explicitly incorporating complementary measures into the design of fu-
ture support. Accompanying measures to provide field-based technical monitoring and financial and
narrative reporting could be of use in this regard.

Finally, future sector support should help to ensure that resources are directed to the local level. Until
budgeting and broader PFM bottlenecks are sufficiently addressed, targeted complementary interven-
tions could be considered to provide direct support to local stakeholders and beneficiaries, focusing on
deprived districts of the Northern region. This support should focus on improving farming practices in
areas where staple crops are cultivated with low input use under rainfed conditions, with a view to
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achieving greater productivity and also to enhancing crop diversity. It will be crucial to ensure syner-
gies between the top-down interventions focusing on the central level and the bottom-up support pro-
vided at the local level.

This recommendation is mainly linked to the conclusions: C10 and, to a lesser extent, C4,
C5, C7
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