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Introduction

In May, 2002, the Ministries of Finance and Economic Planning and Regional Integration in collaboration with DFID and the World Bank convened a three-day workshop to:

1. Share global and Ghanaian experiences related to participatory mechanisms for social and public accountability;

2. Identify critical issues and approaches for strengthening social and public accountability;

3. Identify concrete actions and initiatives to be elaborated and undertaken on social and public accountability in the next 12 months.

At the end of the workshop, and in conformity with the aims and objectives of the workshop and to show their commitment, various groups undertook to carry out some action in the next twelve months to further participation in the management of public resources and monitoring and evaluation of public expenditure. The Decentralization Group, comprising twelve members, decided to undertake the tracking of the disbursement of the District Assemblies Common Fund to selected District Assemblies. Due to self-attrition, the number of the Team came down to five (5).

Objective of Study

The main objectives of the study included: 

· To examine the method of allocation of the Fund to local authorities

· To examine actual resource allocation

· To Review guidelines for utilization and whether they are being complied with

· To examine the actual use of resources, e.g. equity, efficiency and effectiveness and transparency in disbursement

· To identify lapses and weaknesses in the administration of the Fund

· To make appropriate recommendations for improving the administration of the Fund

Issues to be investigated

· Time of approval of formula

· Time of allocation to beneficiaries

· Amounts allocated.

· Time of disbursements

· Procurement procedures and project execution

· Quality of projects

Methodology (how were funds actually tracked), 

· Review of literature/Desk study: Previous studies of transfers to local authorities

· Review of documents: formula for allocation of Fund and transfer circulars, disbursements instructions, etc.

· Review of implementation records/documents, contract documents, monthly, quarterly and annual reports, media reports and publications

· An examination of financial records, e.g. payment vouchers and Trial balances, etc.

· Observation: Physical, nonverbal materials, e.g physical structures.

· Interviews/surveys of key players 

· Focus group discussions

· Roundtable discussions.

Weaknesses of Study and challenges

· As a pilot study there was no deep analysis of the data collected

· The Team comprised persons from different organizations so there were control problems, especially with meeting timelines

· The Project was funded by a donor compromising the independence of researchers, cumbersome procedures for release of funds and ownership of study.

· Cooperation of stakeholders – availability and access to information and utilization of findings and recommendations.

Findings of the Study

The most important finding of the study was that, for the four-year period, the Ministry of Finance has never released the full allocation to the Administrator of the Common Fund. The situation before the study period was much better than this as the allocations were either exactly the statutory amount or sometimes even above 5% tax revenue. Furthermore, the government is not even able to disburse the amount that it declared as the transfer to the DACF, which suggests that there might have been some diversions to other uses. Furthermore, the MLGRD has no means of verifying and/or challenging the MoFEP on the amounts declared as the statutory allocation of 5% of total tax revenue to the Fund.

Secondly, there are several delays throughout the disbursement process, starting from the submission of the proposed guidelines to Parliament, getting Parliamentary approval for the guidelines, making the allocations, and finally disbursing the monies to the various MMDAs and even the receipt of the money by the Assemblies. In addition to what came out from our review of the records, the district assemblies and the focus groups expressed concern about this delay. Furthermore, the study found that there are wide gaps between the Release Date by the MoFEP, the Transfer Date by the Controller and Accountant General’s Department (CAGD) and the Payment Date by the Bank of Ghana. The gaps, especially between the transfer date (CAGD) and the payment date, give cause for concern. It is heartening, however, to note that these gaps have drastically narrowed since 2001. 

A number of factors have been identified for the delays:

· The lack of funds or too many competing demands on the resources. 

· Delays in getting the proposed formula for allocation approved by Parliament.

· The government's fiscal and monetary policy concerns. 

· Failure or delays in submitting supplementary budgets and financial reports by District Assemblies.

The late release of the fund was identified to be a major drawback on the district’s development effort as most of the MMDAs depend on the Fund for development projects, poverty alleviation loans and service delivery. In addition to unnecessarily increasing the cost of DACF projects, it also throws the budget of the Assembly out of gear and makes planning an exercise in futility. 

The other major finding is that the DACF is far in arrears. Since 1999 the disbursement of the DACF was gradually falling behind schedule and reached its climax in 2002. At the time of compiling this report (April 2003) the disbursement for the allocations of the first quarter of 2002 was still being made in installments. In fact, the government has decided to convert the arrears into a loan to be spread over a period of five years, like the Ghana Education Trust Fund (the GETFund), another statutory transfer that has fallen behind schedule. All the same, it is clear that huge sums of state resources have been transferred to the District Assemblies over the years. 

At the district level, a number of findings were made:

a). The Common Fund is seen as a suitable mechanism for providing resources to the district to provide basic infrastructure in the field of education, health and water that hitherto had been neglected. 

b). Documentation on the DACF and projects undertaken with the Fund is either not available or not easily accessible. 
c). The formula for disbursing the DACF is viewed by both community and assembly officials to be in favour of the already developed and resource endowed districts in the country which has an implication of further deepening the development gap between the poor and rich districts in the country..

d). There was very little knowledge among community members about the guidelines, disbursement, volume and utilization of the Common Fund, impeding their ability to demand accountability from the authorities in charge of the disbursement of the Common Fund in the district. 

e). Generally, the selection of projects was based on the guidelines for the use of the Fund. However, community members were not often consulted in the selection of DACF projects, which in most cases led to the implementation of projects that were disparate from their felt needs. 

f). There was a general lack of transparency in tendering procedures and contract administration, leading to the alleged inflation of project costs and the inability of Assembly members to monitor projects in their communities to ensure quality. 

g). Political patronage was seen as a major risk factor that could jeopardize the disbursement and efficient utilization of the District Assemblies’ Common Fund at both the district and community levels. 

h). It is not possible for the District Assemblies to know in advance how much or when to expect their allocation of the Fund, making planning difficult. There are also inconsistencies in information giving by the Ministry of Finance on the release of the DACF and the date and time an advice would be received from the bank. 

i). There are consistent interventions and directives from the central government on the utilization of the DACF by the MMDAs, which could jeopardize the attainment of its objectives, as the Assemblies do not have the chance to implement their own priority projects. 

Funds Deducted at Source

The amounts received by the District Assemblies did not agree with the figures released from the MoFEP. The main reason is that a number of deductions were made at source from the disbursements of the Common Fund. 

Earmarked Funds from the DACF

In addition to these deductions at source, directives and/or guidelines as to how to utilize the fund accompany the releases, leaving only 59% of the DACF to use on their own priority areas. 

The MP’s Share of the Common Fund

There were reservations about the method of deciding project areas and beneficiaries as well as the procedures for procurement of materials for community projects, which are often done single-handedly by the MPs. 

Issues Arising from the Focus Group Discussions

Focus groups discussions in the study area revealed a number of issues:

a) The majority of participants do not really have an insight as to what the DACF really entailed or how much their assemblies received as their allocation from the Common Fund. 

b) Some participants felt that the District Assembly Common Fund is helping the community by the increase in the infrastructure in the community while others, particularly those who had not benefited from DACF projects, did not see the contribution of the Fund to the development of the district.

c) Most communities have never been bold enough to object to any of the Assembly’s policies even if it is not in their favour. Assembly members who are the representatives of the people do not also encourage participation by the people because they have not cultivated the participatory culture in the decision-making process. 

d) Complaints about discrimination in the distribution of DACF projects were common in some districts and they called for something to be done about it. 

e) There is also lack of transparency in the award of contracts. Some assembly members expressed lack of confidence in the District Tender Board, adding that the lack of transparency in the contract tendering system in some districts, to a large measure, leads to high contract costs. 

f) The communities also complained about lack of contract details making it difficult for them to monitor projects in their areas.

What has changed?

The study has still not been formally released although a number of interested parties have received copies of the draft report. It would, therefore, be inappropriate to claim credit for any changes. However, due to public outcry, the government has converted the accumulated arrears into a loan to be paid over a period determined by the same government. Otherwise, the government is now almost current with transfers of the DACF to the Assemblies. 

The Parliamentary Select Committee on Local Government and Rural Development has held various discussions aimed at improving the administration of the Common Fund and has made recommendations similar to those made in the report, including the release of advances to the Assemblies when there is likely o be undue delays as well as allocating a portion of the Fund to the Administrator to monitor the utilization of disbursements of the Fund.  

Recommendations

Delays can be reduced by allocating the previous year’s actual disbursement or a portion of it as an advance pending the determination of the actual allocation to all districts to enable them function as well as sanctioning officials who fail to submit supplementary budgets and reports on time (rather than District Assemblies).

Supervisory effort of the Administrator can be enhanced by an allocation from the Fund to the Office of the Administrator, about 0.05% for its operational costs. 

There is the need to increase allocation to the Fund from 5% to 7.5% as promised by the government when it came into power in 2001, to ease the financial burden District Assemblies are currently facing.

There should be flexibility in the guidelines attached to the DACF. Assemblies should be given the complete autonomy to decide on how the fund should be used, more especially if they prepare their Medium Term Development Plans in tandem with the government’s focus, that is, the Ghana Poverty Reduction Strategy (GPRS). 

Ministerial directives and regulations, which make most of the DACF earmarked, should be minimized, as it gives no meaning to decentralization. In addition to these requirements, most assemblies have to provide counterpart funding for partner projects such as EU, VIP and SIF, leaving virtually nothing for the Assembly’s own set priorities. Admittedly, it is the Assemblies that lobby for these projects, which should be in line with the Assembly’s set priorities.

Monitoring with respect to its utilization should, however, be strengthened to ensure that it is properly used by officials. 

Allocations of the Fund should not only end at the district level. Each district must also engage in a transparent and participatory way of allocating their share of the DACF to its lower structures, that is, the Area/Town Councils, etc. 

The allocation of the Fund to Members of Parliament should cease as there were several complaints about the use of the MPs’ share of the Fund with MPs. 

Assembly members and community members should be educated to know their roles and responsibilities in the disbursement and utilization of the District Common Fund. Each district should publish information on the DACF on notice boards at vantage points so that various stakeholders can make contributions towards its use. 

There should be a policy statement allowing citizens/public access to information on the common fund. Also, any Assembly member whose area is to benefit from a particular DACF project should by law be on the tender board in deciding on the contract to be awarded. This will help assembly members to know the details of the contract and, therefore, be in the position to monitor the projects. 
From time to time, Assemblies should publish their DACF expenditure pattern in the national newspapers to allow for proper monitoring of districts at the local, district and national level. Forums should be created on an annual basis to enable the Assemblies brief community members on how the Common Fund was utilized. This will go a long way in ensuring accountability and transparency in the utilization of the DACF. However, we do not recommend the expensive way of putting posters at project sites. It would not be surprising to find out that some of the costs of these posters are unjustifiably high relative to the cost of the projects.

While taking steps to ensure that the DACF is efficiently and equitably administered we also recommend that an effort should be made to reduce the total dependence of some DAs on the DACF as a source of funding for its development. This would involve increasing the internally generated funds through a number of efforts. 

Finally, we recommend that the whole process of involving CSOs in the tracking of DACF and other public funds be institutionalized and become part of the decentralization policy so as to ensure efficient and equitable use of public resources at the district level. 

Conclusion

There is no doubt that the DACF constitutes a large chunk of state resources to the work of the District Assemblies and that the benefits of the transfers of such resources are immense. The Fund has served a good purpose in bringing infrastructural development to the districts, something that might have taken very long, if at all, to come from the central government. However, there have been several problems with the allocation, disbursement and utilization of the Fund, which need to be addressed. Concerns about delays in disbursements, shortages in disbursements, misuse by MMDAs, discrimination in the selection of projects (mainly on partisan basis), and quality of projects have been expressed by the Ghanaian public and confirmed by this study. 

It is, therefore, essential that steps are taken to ensure that the administration of the DACF is efficient and achieves the lofty aims for which it was set up. The Constitution provides for it and prescribes the rules for its administration. Parliament has reinforced these rules by enacting a specific law, the District Assemblies Common Fund Act, 1993 (Act 255). Every effort should, therefore, be made to transfer the funds on a timely basis and the MMDAs should ensure efficient utilization of the funds they receive in a participatory and transparent manner.

