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Ghanaian Setting

Ghana has for some years embarked on decentralisation of decision making, that is moving decision making from the national (center) to the district and community levels – a bottom up approach as enshrined in PNDC Law 207 of 1988. The broad objectives of the decentralisation and local governance system are to promote power sharing, rational resource allocation, installation of adequate capacity at the district level for effective and efficient management, and also reduce the reliance of local government on central government.  


The most important innovation of the new system of local governance is the introduction of the District Assemblies Common Fund (DACF). The DACF was provided for under section 252 of the 1992 Constitution of Ghana and the DACF Act 1993 (Act 455). The main aim of the fund is to strengthen the financial base of the  district assemblies to enable them to play a very vital role in the development of the country. The fund, which is not less than 5 percent of total revenue of  Ghana, is allocated annually by Parliament on an approved formula, and paid in quarterly instalments for development. 


The relevance of the decentralisation is dependent on the degree to which local actors and intended beneficiaries of development activities participate in the development decision making process. Development yields a number of tangible results including chances of access to basic human needs (food, shelter, health care, education, safe water, etc) and equitable distribution of goods and services. However, many districts have difficulties ensuring that ordinary citizens actively participate in evolving realistic development alternatives, that is total and collective development of the district “from within“.


In  Ghana there are 110 districts and they are very important in provision of public goods and services. The three most important public goods and services offered apart from local government administration are water, education and health. Between 1994 and 1997, in the Atwima District for example these three public services accounted for 43.1 percent of total expenditures; water (29.0 %), education (8.5 %) and health (5.6 %), local government administration accounted for 34.2 percent and the other remaining sectors (market infrastructure, sanitation, electrification, disaster relief and others), 22.7 percent. The sources of funds for the districts are the DACF and revenue generated at the district (mainly from local taxes). These local services and infrastructure not only contribute to achieving better standards of living but also enhance the productivity of labour, allow markets to work efficiently and create opportunities for employment and entrepreneurship which also help to reduce poverty. Even though quite a high percentage of the sectoral allocation of funds from the districts goes into the provision of water, education and health the level of poverty in Ghana is high. 

Poverty is more pervasive in the rural areas than the urban areas although moderate poverty is also a problem in urban areas. About two-thirds of Ghanaians live in rural localities and account for three-quarters of the moderate poor. In 1987/88 and 1988/89, 83 percent and 88 percent of the extreme poor lived in the rural areas, respectively (Seini et al., 1997). Poverty in Ghana is not only rural but it is also largely agricultural in phenomena. More than 60 percent of Ghanaians live in agricultural households contributing as much as 85 percent of extreme poverty in the country. With an average share close to 60 percent in total expenditure and 55 percent in total income, food and agricultural assume primary importance for the economy of Ghana and this importance amplifies the poor population group.

Problem Statement 

The problem of providing and maintaining public services and infrastructure have brought increasing calls for decentralisation and many governments (including Ghana) are now decentralising responsibilities for services and infrastructure provision among others (Rondinelli et al., 1983; Rondinelli, 1987). In decentralisation where bureaucrats are responsible to the local government, the local government can be “Captured“ or controlled by interest groups. Capture leads to different kinds of problems in the delivery mechanism of public goods and services. One of these problems, among others, is the issue of intra-community targeting: allocation of public goods and services across different socio-economic groups within any given community.


The present study addresses the following issues: (i) Has the decentralisation process helped in the delivery of  public goods and services in Ghana ? and (ii) To what extent has access to public goods and services helped to reduce poverty in Ghana ?

Specific Objectives 

(i) to determine the extent Ghana has decentralised in terms of decision making on revenue mobilisation, budgeting, planning, implementation and monitoring of development activities.

(ii) to determine the criteria for allocation of funds to development and  poverty reduction programmes .

(iii) to determine the decision making process at the district and community levels for the provision of public goods and services.

(iv) to determine the efficiency of the decentralised system in the provision of public goods and services (specifically water, schools and health facilities). 

(v) to determine the impact of access to public goods and services on household and community poverty reduction.

Relevance of the Study


Whiles there have been various separate studies on the decision making process in Ghana’s decentralisation programme and  poverty reduction, there is little or no knowledge on how the decentralisation process has helped in access to public goods and services and its distributional impact on different socio-economic groups. This study attempts to fill this missing gap. Knowledge of the distributional impact of the public goods and services on Ghanaian households (targeting) is essential for sectoral policy analysis and for defining policy interventions to reduce poverty.  

Sources of Data and Information

Both qualitative and quantitative information will be collected. These are as follows:

(i) Primary data will be collected using a household and community questionnaire. The survey will be conducted in communities of selected districts in Ghana.

(ii) Personal interviews will be conducted with the District Assemblies of the selected communities and Government officials.

(iii) The Living Standards Measurement Survey (LSMS) of Ghana conducted by the Statistical Service. 

(iv) Secondary data and information from the selected District Assemblies, Ministry of Local Government and Rural Development and other relevant Ministries.

Method of Analysis

Objectives (i), (ii) and (iii)

A review and descriptive analysis will be done using the following approach: 

(a)
Interview with personnel involved in the decentralisation programme at the Ministry of Local Government and Rural Development and other relevant Ministries.

(b)
Review of the necessary policies and programmes of the decentralisation process.

(c) Interviews with selected District Assemblies and Community leaders.

Objective (iv)

Modeling efficiency in the provision of public goods and services will be done.

Two major approaches to analysing decentralisation policies in developing countries have emerged in recent years: one is based on neoclassical economic theories of public choice and the other on policy analysis approach using public finance and public administration theories (Rondinelli et al, 1989). The former  approach relies heavily on deductive hypotheses about the nature of goods and services, the latter on empirical observations about the characteristics of organizational structures and financial instruments. This study will use the public choice approach since the preferences of individuals are to be determined. The public choice theories are based on the assumption that people act rationally, always pursue their own interests, and will make optimal economic choices if left without government regulation and constraints.


There are two aspects of efficiency: (i) efficiency in allocation of resources and (ii) efficiency in production. This study will focus on the efficiency in allocation of resources. In determining the efficiency in allocation, it is necessary to measure preferences of public expenditures. Unfortunately, individual choices of most publicly provided goods and services are not revealed in observable market decisions, as there are usually no markets. Decisions about the level of public expenditure and financing are taken collectively, and there are no clear connections between paying any particular tax and receiving any particular services. On the supply side, the consumer has to accept both the quality and quantity of goods and services that are provided, as the district often is the only supplier. Thus the outcome may or may not correspond to what any particular individual would have preferred (Rongen, 1995).

Method

Contigent valuation method will be used.

Contigent valuation or survey approach asks individuals to state their willingness to pay for public goods and services. This approach attempts to construct a hypothetical market for the public good and service in order to derive an estimate of demand and it is especially useful in situations where market data are not available (Cornes and Sandler, 1996).


Application of the contigent valuation consist of the following component (Portney, 1994):

(i) survey must be designed that will ask respondents to value a hypothetical scenario, which may be a policy or the outcome of an action;

(ii) survey must contain a mechanism whereby respondent’s value is recorded. This might consist of a hypothetical change to one’s public good/service bill, or a general tax increase. The hypothetical payment instrument chosen may influence the outcome; and 

(iii) survey typically ask questions about the socio-economic characteristics of the respondents, in order to adjust for budget-constraining and taste factors.

Objective (v)

A Benefit Incidence Analysis will be performed using the LSMS data of Ghana.

Benefit incidence analysis is widely used to assess the distributional impact of 

public spending. A typical benefit incidence approach combines the cost of 

providing public services with information on their use to show how benefits of 

government spending are distributed across the population (van de Walle and 

Nead, 1995; Castro-Leal et al, 1999; Lanjouw and Ravallion, 1999)


A benefit incidence analysis involves three steps:

(i) estimating the unit cost per person, or unit subsidy (in current expenditures) of providing a service.

(ii) imputing the unit subsidy to households or individuals who are identified (usually from household surveys) as users of the service. Individuals who use a subsidized public service in effect gain an in-kind transfer. Benefit incidence measures the distribution of this transfer across the population.

(iii) aggregating individuals (or households) into subgroups of the population to compare distribution of the subsidy among different groups. The most common grouping are by income or expenditure.
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