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'JTDBM�EFDFOUSBMJ[BUJPO�	'%
�XIJDI�QSJNBSJMZ�EFBMT�XJUI�UIF�USBOTGFS�PG�FYQFOEJUVSF�BOE�SFWF-

OVF�SFTQPOTJCJMJUJFT�GSPN�DFOUSBM�HPWFSONFOUT�UP�TVC�OBUJPOBM�HPWFSONFOUT�IBT�HBJOFE�XJEF-

TQSFBE� QPQVMBSJUZ� BOE� TJHOJmDBOU� TVQQPSU� GSPN�NBOZ� HPWFSONFOUT� JO� UIF� EFWFMPQFE� BOE�
EFWFMPQJOH�XPSME�� 5IF�DPODFQU�IBT�CFDPNF�BO� JOUSJOTJD�DPNQPOFOU� PG� UIF�HFOFSBM�QVCMJD�
mOBODJBM�TFDUPS�SFGPSN�JO�TFWFSBM�DPVOUSJFT�BOE�IBT�BMTP�CFFO�TVQQPSUFE�CZ�MFBEJOH�JOUFSOB-

UJPOBM�EFWFMPQNFOU�PSHBOJTBUJPOT� JODMVEJOH� UIF�8PSME�#BOL�"TJBO�%FWFMPQNFOU�#BOL� UIF�
0SHBOJ[BUJPO� GPS�&DPOPNJD�$P�PQFSBUJPO�BOE�%FWFMPQNFOU� 	0&$%
�BOE� UIF�6OJUFE�4UBUFT�
"HFODZ�GPS�*OUFSOBUJPOBM�%FWFMPQNFOU�	64"*%
��'JTDBM�EFDFOUSBMJ[BUJPO�BT�B�QPMJDZ�JOTUSVNFOU�
JT�CFMJFWFE�UP�FOHFOEFS�HPPE�HPWFSOBODF�BOE�BEWBODF�UIF�XFMMCFJOH�PG�PSEJOBSZ�DJUJ[FOT���
'JTDBM�EFDFOUSBMJ[BUJPO�JT�DPOTJEFSFE�UP�MFBE�UP�FGmDJFODZ�HBJOT�JO�QVCMJD�TFSWJDF�EFMJWFSZ�BT�
XFMM�BT�JNQSPWFNFOU�JO�BDDPVOUBCJMJUZ�BOE�USBOTQBSFODZ�JO�QVCMJD�TFDUPS�TQFOEJOH��

1PMJDZ�NBLFST�JO�(IBOB�IBWF�MBVEFE�mTDBM�EFDFOUSBMJ[BUJPO�BT�B�QPTJUJWF�ESJWFS�PG�EFNPDSBDZ�
BOE�EFWFMPQNFOU�CPUI�JO�UIF�QSF�BOE�QPTU�JOEFQFOEFODF�FSB��5IF�DVSSFOU�QSBDUJDF�PG�mTDBM�
EFDFOUSBMJ[BUJPO� EFSJWFT� JUT� MFHBM� CBDLJOH� GSPN� UIF� �����$POTUJUVUJPO� BOE� PUIFS� MFHJTMBUJWF�
JOTUSVNFOUT�� 4JODF� ����� UIF� DPVOUSZ� IBT�NBEF� JNQPSUBOU� TUSJEFT� JO�NBQQJOH� PVU� B� mTDBM�
EFDFOUSBMJTBUJPO� GSBNFXPSL�� )PXFWFS� UIF� JNQMFNFOUBUJPO� FYFDVUJPO� BOE� NBOBHFNFOU� PG�
mTDBM�QPMJDJFT�BU�UIF�MPDBM�HPWFSONFOU�MFWFM�IBWF�CFFO�DIBMMFOHJOH��5IJT�QBQFS�JT�JOUFOEFE�UP�
QSPWJEF�B�HFOFSBM�PWFSWJFX�PG�mTDBM�EFDFOUSBMJ[BUJPO�BT�JU�BQQMJFT�UP�UIF�HPWFSOBODF�TUSVDUVSF�
PG�(IBOB��.PSF�TQFDJmDBMMZ�UIF�QBQFS�FYBNJOFT�UIF�DPODFQU�PG�mTDBM�EFDFOUSBMJ[BUJPO�BOE�
IJHIMJHIUT�UIF�VOEFSMZJOH�QSJODJQMFT�PG�UIF�DPODFQU��5IF�QBQFS�BMTP�FYBNJOFT�MPDBM�HPWFSO-

NFOU�mTDBM�QPMJDJFT�BOE� JOUFS�HPWFSONFOUBM�mTDBM� USBOTGFST� JO�(IBOB�BOE�QSPWJEFT�SFDPN-

NFOEBUJPOT�UP�BEESFTT�TPNF�PG�UIF�DIBMMFOHFT�PG�mTDBM�EFDFOUSBMJ[BUJPO�JO�UIF�DPVOUSZ���

5IF�QBQFS�JT�TUSVDUVSFE�BT�GPMMPXT��4FDUJPO�UXP�EJTDVTTFT�UIF�DPODFQUVBM�GSBNFXPSL�PG�mTDBM�
EFDFOUSBMJ[BUJPO� CZ� MPPLJOH� BU� UIF� EFmOJUJPOT� SBUJPOBMF� BSHVNFOUT� GPS� BOE� BHBJOTU� mTDBM�
EFDFOUSBMJ[BUJPO� UIF�LFZ�FMFNFOUT�BOE�UIF�DPOEJUJPOT�GPS� UIF�TVDDFTT�PG�'%��4FDUJPO�UISFF�
FYBNJOFT�mTDBM�EFDFOUSBMJ[BUJPO�JO�(IBOB�GPDVTJOH�PO�FYQFOEJUVSF�BOE�SFWFOVF�BTTJHONFOUT�
UP� %JTUSJDU� "TTFNCMJFT� UIF� JOUFSHPWFSONFOUBM� mTDBM� USBOTGFST� MPDBM� HPWFSONFOU� CPSSPXJOH�
QPXFST� BOE� UIF� JOTUJUVUJPOBM� BSSBOHFNFOUT� GPS� JNQMFNFOUBUJPO�� 4FDUJPO� GPVS� EJTDVTTFT� UIF�
QSPHSFTT�BOE�DIBMMFOHFT�PG�mTDBM�EFDFOUSBMJTBUJPO�JO�(IBOB��4FDUJPO�mWF�DPODMVEFT�UIF�QBQFS�
XJUI�TPNF�QPMJDZ�SFDPNNFOEBUJPOT�

1.0 Introduction

  Sub-national government is used synonymously with Local government (LG)  in this paper

1

1 
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2.0 Fiscal Decentralization: Conceptual Framework

5IF�EFWPMVUJPO�PG�mOBODJBM�SFTQPOTJCJMJUJFT�UP�TVCOBUJPOBM�HPWFSONFOUT�JT�BO�JNQPSUBOU�DPNQP-

OFOU� PG� UIF� PWFSBMM� EFDFOUSBMJ[BUJPO� GSBNFXPSL�� %FDFOUSBMJTBUJPO� JT� EFmOFE� CSPBEMZ� BT� UIF�
USBOTGFS�PG�TPNF�BENJOJTUSBUJWF�QPMJUJDBM�BOE�mTDBM�BVUIPSJUZ�BOE�SFTQPOTJCJMJUZ�GSPN�UIF�DFOUSBM�
HPWFSONFOU�UP�TVC�OBUJPOBM�HPWFSONFOUT�	TUBUFT�NVOJDJQBM�SFHJPOBM�BOE�MPDBM�HPWFSONFOUT
�
UP�QFSGPSN�QVCMJD�GVODUJPOT���������������������������������������������������������������������������������������������������������������������������

'JTDBM�EFDFOUSBMJ[BUJPO�JT�EFmOFE�CZ�"LBJ�BOE�4BLBUB�	����
�BT�UIF�EFWPMVUJPO�PG�UIF�BVUIPSJUZ�
BOE� QPXFS� MJOLFE� XJUI� EFDJTJPO�NBLJOH� UP� TVC�OBUJPOBM� HPWFSONFOUT�� %FWLPUB� 	����
�
EFTDSJCFT�mTDBM�EFDFOUSBMJ[BUJPO�BT�CBTJDBMMZ�DPOTJTUJOH�PG�UIF�EFWPMVUJPO�PG��SFWFOVF�TPVSDFT�
BOE�FYQFOEJUVSF�GVODUJPOT�UP�MPXFS�UJFST�PG�HPWFSONFOU�JO�PSEFS�UP�CPPTU�QVCMJD�TFDUPS�FGmDJFO-

DZ�BOE�FOIBODF�BDDPVOUBCJMJUZ�BOE�USBOTQBSFODZ� JO�TFSWJDF�EFMJWFSZ�BOE�QPMJDZ�NBLJOH�CZ�
CSJOHJOH� � HPWFSOBODF� � DMPTFS� UP� UIF�QFPQMF��"DDPSEJOH� UP� UIF�8PSME�#BOL� 	����
� i'JTDBM�
EFDFOUSBMJ[BUJPO� JOWPMWFT�TIJGUJOH�TPNF�SFTQPOTJCJMJUJFT� GPS�FYQFOEJUVSFT�BOE�PS�SFWFOVFT�UP�
MPXFS�MFWFMT�PG�HPWFSONFOUw���5IF�#BOL�NBJOUBJOT�UIBU�UIF�LFZ�GBDUPS�JO�EFUFSNJOJOH�UIF�UZQF�
PG�mTDBM�EFDFOUSBMJ[BUJPO�SFMJFT�PO�UIF�FYUFOU�UP�XIJDI�TVCOBUJPOBM�FOUJUJFT�BSF�HJWFO�BVUPOPNZ�
JO�UIF�BMMPDBUJPO�PG�UIFJS�FYQFOEJUVSFT�BT�XFMM�BT�UIFJS�BCJMJUZ�UP�SBJTF�SFWFOVF�

'JTDBM�EFDFOUSBMJTBUJPO�UIVT�QSJNBSJMZ�SFGFST�UP�UIF�EFWPMVUJPO�PG�SFWFOVF�TPVSDFT�BOE�FYQFO-

EJUVSF�SFTQPOTJCJMJUJFT�UP�MPXFS�MFWFMT�PG�HPWFSONFOU��*U�JT�TFFO�BT�QJWPUBM�JO�BO�FGmDJFOU�EFDFO-

USBMJ[BUJPO�QSPDFTT�CVU�JU�BMTP�EFQFOET�PO�IPX�FOUSFODIFE�BOE�EFWFMPQFE�UIF�QPMJUJDBM�BOE�
BENJOJTUSBUJWF�TUSVDUVSFT�BSF�BU�UIF�SFHJPOBM�BOE�MPDBM�MFWFMT��

5IF�VOEFSMZJOH�FDPOPNJD�PCKFDUJWF�PG�HSBOUJOH�HSFBUFS�mOBODJBM�SFTQPOTJCJMJUJFT�UP�TVCOBUJPOBM�
HPWFSONFOUT� JT� UP�FOTVSF� JNQSPWFNFOU� JO�UIF�EFMJWFSZ�PG�TFSWJDFT�BU� UIF� MPDBM� MFWFM��5IJT� JT�
EPOF�XJUI�UIF�BJN�PG�BDIJFWJOH�MPOH�UFSN�FDPOPNJD�HSPXUI�BOE�TVTUBJOBCMF�EFWFMPQNFOU��5IF�
FDPOPNJD�DBTF�GPS�mTDBM�EFDFOUSBMJ[BUJPO�JT�TVQQPSUFE�CZ�UISFF�NBJO�SBUJPOBMFT��

'JTDBM�EFDFOUSBMJ[BUJPO�IBT�UIF�QPUFOUJBM�UP�JNQSPWF�PWFSBMM�XFMGBSF�JG� MPDBM�HPWFSONFOUT�BSF�����
BCMF�UP�BDLOPXMFEHF�BOE�NFFU�UIF�QSFGFSFODFT�PG�QFPQMF�XJUI�TJNJMBS�EFTJSFT�GPS�HPWFSONFOU�
TFSWJDFT�JO�B�TQFDJmD�HFPHSBQIJDBM�BSFB��

'JTDBM�EFDFOUSBMJ[BUJPO�IBT�UIF�QPUFOUJBM�UP�FOTVSF�CFUUFS�BDDPVOUBCJMJUZ�PO�UIF�QBSU�PG�FMFDUFE�
PGmDJBMT� JODSFBTF�UIF�SFWFOVF�NPCJMJTBUJPO�CBTF� JODSFBTF�UIF�XJMMJOHOFTT�UP�QBZ�GPS�HPPET�
BOE�TFSWJDFT�BOE�JNQSPWF�DBQBDJUZ�CVJMEJOH�BT�B�SFTVMU�PG�QBSUJDJQBUJPO�BU�UIF�MPDBM�MFWFM�

'JTDBM�EFDFOUSBMJ[BUJPO�IBT�UIF�QPUFOUJBM�UP�QSPWJEF�HSFBUFS�FDPOPNJD�FGmDJFODZ�JO�UIF�BMMPDB-

UJPO�PG�QVCMJD�SFTPVSDFT��"OPUIFS�DBTF�UIBU�JT�HFOFSBMMZ�NBEF�JO�TVQQPSU�PG�mTDBM�EFDFOUSBMJ[B-

UJPO� JT� UIBU� JU� JT� TFFO�BT�B�NFDIBOJTN� UIBU�CFUUFS�NPCJMJ[FT� SFWFOVF��#VTUFE�BOE�(MJNFVT�
	����
�GPS�JOTUBODF�BSHVF�UIBU�B�EFDFOUSBMJ[FE�UBY�TZTUFN�BOE�TVCOBUJPOBM�HPWFSONFOUT�EVF�
UP�UIFJS�DMPTFOFTT�IBWF�UIF�QPUFOUJBM�UP�CFUUFS�SFBDI�BOE�DPOUSPM�UIF�DPMMFDUJPO�PG�UBYFT�JO�XBZT�
UIBU�B�DFOUSBM�HPWFSONFOU�DBO�OPU�

2.1 Objectives of Fiscal Decentralization

i

iii

ii
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“Expenditure assignment/Responsibility” is used synonymously with “Functional assignment/Responsibility”

'JTDBM�EFDFOUSBMJ[BUJPO�IBT�IPXFWFS�CFFO�DSJUJDJTFE�CZ�TPNF�XSJUFST���5BO[J�	����
�GPS�JOTUBODF�
JT�DSJUJDBM�PG�mTDBM�EFDFOUSBMJ[BUJPO�BT�QSPEVDJOH�TVC�PQUJNBM�SFTVMUT�CFDBVTF�	J
� UBYQBZFST�
TPNFUJNFT�MBDL�UIF�QPMJUJDBM�QPXFS�UP�EFNBOE�FGmDJFOU�BMMPDBUJPO�PG�SFTPVSDFT�GSPN�UIFJS�MPDBM�
QPMJDZ�NBLFST�	JJ
�UFDIOPMPHJDBM�DIBOHFT�BOE�JODSFBTFE�NPCJMJUZ�BSF�NPTU�MJLFMZ�UP�SFEVDF�UIF�
OVNCFS�PG�TFSWJDFT�UIBU�BSF�SFGFSSFE�UP�BT�MPDBM�JO�OBUVSF�BOE�	JJJ
�mTDBM�EFDFOUSBMJ[BUJPO�NBZ�
DPNQMJDBUF�UIF�BCJMJUZ�PG�B�DFOUSBM�HPWFSONFOU�UP�TVDDFTTGVMMZ�IBOEMF�TUSVDUVSBM�mTDBM�JNCBM-
ances. 

4PNF�TDIPMBST�BMTP�BSHVF�UIBU�EVF�UP�BENJOJTUSBUJWF�JODBQBCJMJUZ�PG�NPTU�MPDBM�HPWFSONFOUT�JO�
SFTQPOEJOH� UP� UIF� OFFET� PG� MPDBM� SFTJEFOUT� mTDBM� EFDFOUSBMJ[BUJPO� NBZ� EFSBJM� FDPOPNJD�
HSPXUI�JO�UIF�FBSMZ�TUBHFT�PG�EFWFMPQNFOU��"MTP�QPPS�EFTJHO�TFRVFODJOH�BOE�JNQMFNFOUB-

UJPO�PG� mTDBM�EFDFOUSBMJ[BUJPO� JO�NPTU� MPX� JODPNF�DPVOUSJFT� FTQFDJBMMZ� JO� UIF� TVC�4BIBSBO�
"GSJDBO�SFHJPO�IBWF�SFTVMUFE�JO�NJYFE�JNQMFNFOUBUJPO�PVUDPNFT�XIJDI�IBWF�DSFBUFE�SPPN�GPS�
NBDSPFDPOPNJD�JOTUBCJMJUZ�DPOnJDUT�JOFRVBMJUZ�BOE�QSPCMFNT�JO�TFSWJDF�EFMJWFSZ�BT�XFMM�BT�
JODSFBTFE�MFWFMT�PG�DPSSVQUJPO�

2.2 Principles or Elements of Fiscal Decentralization

'PVS�NBJO� QSJODJQMFT� PS� FMFNFOUT� PG� mTDBM� EFDFOUSBMJ[BUJPO� BSF� EJTDVTTFE� JO� UIF� MJUFSBUVSF��
5IFTF�QSJODJQMFT�BSF�BMTP�TVQQPSUFE�CZ�ACFTU��JOUFSOBUJPOBM�QSBDUJDF�BT�CFJOH�UIF�NBJO�CVJMEJOH�
CMPDLT�PG�mTDBM�EFDFOUSBMJ[BUJPO��5IF�QSJODJQMFT�BSF��

Assignment of Expenditure/Functions: Stable and meaningful fiscal decentralization  requires 
a well-defined assignment of expenditure responsibilities.  This ensures that, each level of govern-
ment knows their responsibilities and has a clear direction of what is expected of them. This prac-
tise encourages accountability and minimises overlaps and duplications of responsibilities across 
the various levels of government. However, responsibilities should be designated based on the 
principle of Subsidiarity. This basically means that the responsibility of delivering public services 
should be carried out by local governments within the jurisdictions that will internalise the costs 
and benefits of the provision. This reduces the risk of free-riding associated with externalities in 
the case of central government spending. The principle of subsidiarity connotes that some func-
tions with high spill-over effects, such as national defence, secondary and university education,are 
better provided by the DFOUSBM�HPWFSONFOU��4PNF�HFOFSBM�TFSWJDFT�TVDI�BT�HBSCBHF�DPMMFD-

UJPO�USBGmD�MJHIUJOH�TUSFFU�MJHIUJOH�TUSFFU�QBWJOH�BOE�MPDBM�QSJNBSZ�TDIPPMT�BSF�PGUFO�QSPWJEFE�
CZ�MPDBM�HPWFSONFOUT�

Revenue Assignment:�5IF�PQUJNBM�TUFQ�BGUFS�FYQFOEJUVSF�BTTJHONFOU�UP�MPDBM�HPWFSONFOUT�
TIPVME�CF�B�DMFBS�EFmOJUJPO�PG�SFWFOVF�BTTJHONFOUT��*O�PSEFS�UP�BDIJFWF�NBDSP�CBMBODF�PS�
NJDSP�FGmDJFODZ�UISPVHI�mTDBM�EFDFOUSBMJ[BUJPO�TVCoOBUJPOBM�HPWFSONFOUT�NVTU�DPOUSPM�UIFJS�
iPXOw� TPVSDFT� PG� SFWFOVF�� &BDI� DMBTT� PG� HPWFSONFOU� TIPVME� CF� BTTJHOFE� UBYFT� UIBU��������������
DPSSFTQPOE�UP�UIF�CFOFmUT�PG�JUT�TQFOEJOH��

i

 The principle of devolving decisions to the lowest practical level  

ii

Own sources of revenue are those raised directly by local governments; central governments transfers excluded

�

3

4

2

3 

4
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5P�FOTVSF�QSPQFS�BTTJHONFOU�PG�UBYFT�XFMM�EFmOFE�QPMJDZ�PCKFDUJWFT�TIPVME�CF�BTDSJCFE�UP�
UIF�MFWFM�PG�HPWFSONFOU�XJUI�UIF�SFTQPOTJCJMJUZ�GPS�TVDI�TFSWJDF��5IJT�NFBOT�UIBU�TPNF�UBYFT�
XPVME�CF�BQQSPQSJBUF�GPS�BTTJHONFOU�UP�UIF�OBUJPOBM�HPWFSONFOU��CFDBVTF�JO�NPTU�DBTFT�UIF�
DFOUSBM�HPWFSONFOU�DBSSJFT�UIF�SFTQPOTJCJMJUZ�GPS�FYQFOEJUVSFT�XJUI�CFOFmUT�UIBU�BSF�EFmOFE�CZ�
MBSHF� FDPOPNJFT� PG� TDBMF� ø5BYFT� TVDI� BT� JNQPSU� EVUJFT DPSQPSBUF� JODPNF� UBYFT� BOE�
WBMVF�BEEFE�UBYFT�BSF�HFOFSBMMZ�TFU�BTJEF�GPS� UIF�DFOUSBM�HPWFSONFOU�XIJMF� UBYFT�TVDI�BT�
QSPQFSUZ�UBYFT�DPNNFSDJBM�CVTJOFTT�UBYFT�BOE�MPDBM�SFUBJM�TBMFT�UBY�BSF�HFOFSBMMZ�DPMMFDUFE�
CZ�MPDBM�HPWFSONFOUT�

Intergovernmental Fiscal Transfers (IGTs)�QFSGPSN�B�LFZ�SPMF� JO�TVCOBUJPOBM�HPWFSONFOU�
mOBODJOH�JO�NBOZ�DPVOUSJFT��*U�JT�FTUJNBUFE�UIBU�*(5T�DPOTUJUVUF�NPSF�UIBO�����PG�UPUBM�SFWF-

OVFT�UP�MPDBM�HPWFSONFOUT�JO�6HBOEB�5BO[BOJB�*OEPOFTJB�1IJMJQQJOFT�#IVUBO�/FQBM�$BN-

CPEJB�&BTU�5JNPS�BOE�NBOZ�PUIFST� 	%BOJEB�����
� �5IFZ�BSF�OFFEFE� UP�QSPWJEF� GVOET�PS�
SFWFOVF�UP�FYFDVUF�UIF�FYQFOEJUVSF�SFTQPOTJCJMJUJFT�PG�TVCOBUJPOBM�HPWFSONFOUT��*OUFSHPWFSO-

NFOUBM�mTDBM�USBOTGFST�BSF�BMTP�VTFE�UP�BEWBODF�UIF�WFSUJDBM�GVOEJOH�CBMBODF�CFUXFFO�OBUJPOBM�
BOE�TVCOBUJPOBM�HPWFSONFOUT�FOIBODF�UIF�IPSJ[POUBM�GBJSOFTT�BOE�FRVJUZ�BNPOH�TVCOBUJPOBM�
HPWFSONFOUT�DPNQFOTBUF�GPS�JOUFS�KVSJTEJDUJPOBM�TQJMM�PWFST�NBJOUBJO�NJOJNVN�TUBOEBSET�JO�
TFSWJDF�EFMJWFSZ�BOE�QSPNPUF�FDPOPNJD�TUBCJMJUZ��#SPBEXBZ�BOE�4IBI�	����
�TVHHFTU�UIBU�
UIF� JOUFSHPWFSONFOUBM� USBOTGFS�TZTUFN�PS�TUSVDUVSF� JT� SFRVJSFE� JO�B�EFDFOUSBMJ[FE�TZTUFN�PG�
HPWFSONFOU�UP�FOTVSF�FGmDJFODZ�FRVJUZ�BOE�BDDPVOUBCJMJUZ�UISPVHI�PCKFDUJWF�BOE�USBOTQBSFOU�
GPSNVMBF�CBTFE�BMMPDBUJPO��5IJT�JT�SFRVJSFE�UP�TVQQPSU�B�XFMM�GVODUJPOJOH�QVCMJD�TFDUPS�XIJDI�
JT�JO�TZOD�BOE�TFOTJUJWF�UP�DJUJ[FOT��QSFGFSFODFT�CZ�EFMJWFSJOH�UIF�SJHIU�NJY�PG�QVCMJD�HPPET�BOE�
TFSWJDFT����"DDPSEJOH�UP�UIF�8PSME�#BOL�	����
�UIF�TUSVDUVSF�PG�UIFTF�USBOTGFST�DSFBUFT�JODFO-

UJWFT�GPS�OBUJPOBM�SFHJPOBM�BOE�MPDBM�HPWFSONFOUT�UIBU�BGGFDU�mTDBM�NBOBHFNFOU�NBDSPFDP-

OPNJD�TUBCJMJUZ�EJTUSJCVUJPOBM�FRVJUZ�BMMPDBUJPO�FGmDJFODZ�BOE�QVCMJD�TFSWJDF�EFMJWFSZ��*(5T��
BMTP�LOPXO�BT�iHSBOUTw�DPVME�BMTP�CF�B�HFOFSBM�QVSQPTF�HSBOU�	VODPOEJUJPOBM
�BOE���PS�TQFDJG-
JD�QVSQPTF�USBOTGFST�	DPOEJUJPOBM�HSBOU
�

Subnational borrowing: Subnational borrowing is another significant part of financing for local 
governments especially in developing countries. Subnational borrowing, however, is least prac-
ticed in developing countries, and only few countries have well-functioning systems for this func-
tion.  Subnational borrowing has the potential of being an important source of revenue for long 
term infrastructure development. It also has the ability to fund the increasing expenditure respon-
sibilities of providing basic services. However, there have been growing concerns of allowing 
subnational governments the right to borrow. Examples are cited of the debt crisis of subnational 
governments in Brazil, the inflationary impact of subnational financing in Argentina, and the 
city-level bankruptcies in the United States. Crises of this nature can be avoided with an appropri-
ate subnational borrowing regulatory framework. 

In most countries, decentralization in general and fiscal decentralization in particular is predomi-
nantly influenced more by politics than economics. 

iii

DANIDA, Fiscal Decentralization and Sector Funding Principles and Practices, p. 14 (2010)

JW

5

�

DANIDA, Fiscal Decentralization and Sector Funding Principles and Practices, p. 23 (2010)

5

6
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However, as noted by the World Bank (2002), decentralization is one of the happy instances 
where good politics and good economics serve the same end. Regardless of the motivation for 
embarking on fiscal decentralization, there are some preconditions that ensure its success. 

A well-developed fiscal decentralization framework that links local financing and fiscal authority 
(that is; taxing powers, budget-making autonomy, transparency and accountability) to functional 
responsibilities of the subnational government is fundamental. This ensures that local officials and 
politicians become accountable on delivering their promises, and also live within their means by 
bearing the cost of their decisions. 

A well-established legal and institutional framework that supports fiscal decentralization is essen-
tial. Both the political and economic objectives that bring fiscal decentralisation into operation 
ought to be legally backed by a clearly stated subnational political autonomy, systems of revenue 
and functional assignments, intergovernmental fiscal mechanisms and structure of service deliv-
ery responsibilities. Furthermore, a strong system with the ability to monitor and evaluate fiscal 
decentralization is essential. Bahl (1999) mentions that, ‘‘a gradual process of fiscal decentraliza-
tion will require central government leadership on matters such as the imposition of a uniform 
system of financial account, audit rules, disclosure requirements for borrowing and determination 
on when to relax spending mandates, how to adjust grant distribution formula, and how to impose 
proper limits on borrowing.”

%FDFOUSBMJ[BUJPO�JO�HFOFSBM�BOE�mTDBM�EFDFOUSBMJ[BUJPO�JO�QBSUJDVMBS�JT�SFHBSEFE�BT�BO�JNQPSU-
BOU�UPPM�GPS�OBUJPOBM�EFWFMPQNFOU�JO�(IBOB��6OMJLF�NBOZ�EFWFMPQJOH�DPVOUSJFT�XIJDI�BEPQUFE�
EFDFOUSBMJ[BUJPO� BT� B� NFBOT� UP� SFDUJGZ� VOJRVF� TPDJBM� BOE� QPMJUJDBM� EJGmDVMUJFT� (IBOB� IBT�
EFUBJMFE� BO� JODMVTJWF�EFDFOUSBMJ[BUJPO�QPMJDZ� JO� JUT�$POTUJUVUJPO� BOE� PUIFS� MFHJTMBUJWF� JOTUSV-

NFOUT��4JODF������(IBOB�IBT�BEPQUFE�BOE�JNQMFNFOUFE�B�DPNQSFIFOTJWF�EFDFOUSBMJ[BUJPO�
BOE�MPDBM�HPWFSONFOU��QPMJDZ�XJUI�UIF�BJN�PG��TUSFOHUIFOJOH�BOE�FYQBOEJOH�MPDBM�EFNPDSBDZ��
QSPNPUJOH� MPDBM� TPDJBM� BOE� FDPOPNJD� EFWFMPQNFOU�� SFEVDJOH� QPWFSUZ�� BOE� JODSFBTJOH� UIF�
choices of people. 

5IF�JNQPSUBODF�PG�mTDBM�EFDFOUSBMJ[BUJPO�BOE�mOBODJOH�PG�MPDBM�TFSWJDF�QSPWJTJPO�JT�B�GVOEB-

NFOUBM�SFRVJSFNFOU�PG�UIF������$POTUJUVUJPO��4FDUJPO�����	B
�PG�UIF�$POTUJUVUJPO�TUJQVMBUFT�UIBU��
i1BSMJBNFOU�TIBMM�FOBDU�BQQSPQSJBUF�MBXT�UP�FOTVSF�UIBU�GVODUJPOT�QPXFST�SFTQPOTJCJMJUJFT�BOE�
SFTPVSDFT�BSF�BU�BMM�UJNFT�USBOTGFSSFE�GSPN�DFOUSBM�HPWFSONFOU�UP�MPDBM�HPWFSONFOU�VOJUT�JO�B�
DPPSEJOBUFE�NBOOFS�w�"SUJDMF����	C
�PG�UIF�$POTUJUVUJPO�BMTP�NBLFT�JU�DMFBS�UIBU�%JTUSJDU�"TTFN-

CMJFT� iTIPVME� IBWF� TPVOE� CBTFT� XJUI� BEFRVBUF� BOE� SFMJBCMF� TPVSDFT� PG� SFWFOVFw�� "HBJO�
"SUJDMF����	�F
�TUBUFT� i5P�FOTVSF�BDDPVOUBCJMJUZ�PG� MPDBM�HPWFSONFOU�BVUIPSJUJFT�QFPQMF� JO�
QBSUJDVMBS� MPDBM�HPWFSONFOU�BSFBT�TIBMM� BT� GBS�BT�QPTTJCMF�CF�BGGPSEFE� UIF�PQQPSUVOJUZ� UP�
QBSUJDJQBUF�FGGFDUJWFMZ�JO�UIFJS�HPWFSOBODF�w�

3.0 Fiscal Decentralization in Ghana

The Local Government system in Ghana consists of the Regional Coordinating Council (RCC), and a four-tier metropolitan and three-tier municipal 
/District Assemblies (DAs) structure. There are ten (10) Regional Coordinating Councils and 216 Metropolitan, Municipal and District Assemblies 
(MMDAs).  According to the Constitution, “a DA shall be the highest political authority in the district, and shall have deliberative legislative and executive 
powers. The DA consists of one person from each LG electoral area within the district, member(s) of Parliament for the constituencies, the District Chief 
Executive (DCE) of the district, and other members not being more than 30 per cent of all the members of the DA. The DCE is the representative of the 
President at the district level. 

7

7 
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0UIFS�MFHBM�JOTUSVNFOUT�UIBU�TFFL�UP�QSPNPUF�mTDBM�EFDFOUSBMJ[BUJPO�JO�(IBOB�JODMVEF��UIF�-PDBM�
(PWFSONFOU� "DU� ����� 	"DU� ���
�� %JTUSJDU� "TTFNCMJFT� $PNNPO� 'VOE� "DU� ����� 	"DU� ���
��
/BUJPOBM�1MBOOJOH�4ZTUFN�"DU�	"DU����
��"VEJU�4FSWJDF�"DU������	"DU����
��'JOBODJBM�"ENJOJT-

USBUJWF�"DU������	"DU����
��*OUFSOBM�"VEJU�"HFODZ�"DU������	"DU����
��1VCMJD�'JOBODJBM�.BO-

BHFNFOU�3FGPSN�1SPHSBNNF�������'JOBODJBM�"ENJOJTUSBUJPO�3FHVMBUJPOT������	-*�����
��-PDBM�
(PWFSONFOU�"DU� ����� 	"DU� ���
�� 'JOBODJBM�.FNPSBOEVN� ����� 	-*� ����
��%FDFOUSBMJ[BUJPO�
1PMJDZ���'SBNFXPSL�SFWJFXFE�������BOE�-PDBM�(PWFSONFOU�$PNNFODFNFOU�*OTUSVNFOU������
	-�*����������
��

*O�'FCSVBSZ������UIF�.JOJTUSZ�PG�'JOBODF�BOE�UIF�.JOJTUSZ�PG�-PDBM�(PWFSONFOU���3VSBM�%FWFM-
PQNFOU�JTTVFE�B�ESBGU�*OUFSHPWFSONFOUBM�'JTDBM�'SBNFXPSL�	*(''
��5IF�*(''�GPDVTFT�PO�UIF�
mTDBM�DPNQPOFOUT�OFDFTTBSZ�UP�FNQPXFS�FOBCMF�BOE�GBDJMJUBUF�%JTUSJDU�"TTFNCMJFT�UP�BTTVNF�
UIFJS�NBOEBUFE� SFTQPOTJCJMJUJFT�BOE� UP�EFMJWFS�FOIBODFE�HPWFSOBODF�BOE� JNQSPWFE�TFSWJDF�
EFMJWFSZ� JO�BO�BDDPVOUBCMF�BOE�FGmDJFOU�NBOOFS��5IF�'SBNFXPSL�QSPWJEFT�HVJEBODF�PO� UIF�
WBSJPVT�BTQFDUT�PG�FYQFOEJUVSF�SFWFOVF�BOE�TFSWJDF�EFMJWFSZ�BSSBOHFNFOUT�XIJDI�DVU�BDSPTT�
UIF�OBUJPOBM�BOE�TVC�OBUJPOBM�MFWFMT�PG�HPWFSONFOU�BT�XFMM�BT�UIF�QVCMJD�mOBODJBM�NBOBHFNFOU�
BTQFDUT�BU�UIF�EJTUSJDU�BTTFNCMZ�MFWFM��

5IF�LFZ�FMFNFOUT�PG� UIF�*(''�BSF��&YQFOEJUVSF�"TTJHONFOU�BOE�"VUIPSJUZ�3FWFOVF�"TTJHO-

NFOU� *OUFSOBMMZ� (FOFSBUFE� 'VOET� *OUFSHPWFSONFOUBM� 'JTDBM� 5SBOTGFST� -PDBM� (PWFSONFOU�
#PSSPXJOH�'JOBODJBM�.BOBHFNFOU�BOE�"DDPVOUBCJMJUZ�'SBNFXPSL�*OTUJUVUJPOBM�"SSBOHFNFOUT.

"T�TUBUFE�FBSMJFS�FYQFOEJUVSF�BTTJHONFOU� JT� GVOEBNFOUBM� JO�BDIJFWJOH�UIF�HBJOT�BTTPDJBUFE�
XJUI�mTDBM�EFDFOUSBMJ[BUJPO��$MBSJUZ�BOE�TJNQMJDJUZ�BSF� JNQFSBUJWF� JO�BOZ�FYQFOEJUVSF�BTTJHO-

NFOU��$MFBSMZ�EFmOFE�FYQFOEJUVSF�BTTJHONFOU�JT�OFDFTTBSZ�EVF�UP�UIF�VOEFSMZJOH�SFBTPOT�UIBU�
GVOEJOH�BSSBOHFNFOU�QVCMJD�mOBODJBM�NBOBHFNFOU�BOE�BDDPVOUBCJMJUZ�BMM�SFMZ�PO�UIF�LOPXM-
FEHF� PG� XIJDI� MFWFM� PG� HPWFSONFOU� JT� SFTQPOTJCMF� GPS� XIJDI� GVODUJPO�� 'PS� QVSQPTFT� PG� UIJT�
EJTDVTTJPO�UIF�GVODUJPOBM�SFTQPOTJCJMJUJFT�PS�FYQFOEJUVSF�BTTJHONFOUT�UP�..%"T�JO�(IBOB�BSF�
interpreted UP�JODMVEF�UIF�SFTQPOTJCJMJUJFT�PG�UIF�TVC�TUSVDUVSFT�UP�UIF�MFWFlPG�"SFB�$PVODJM. 

5IF�MFHBM�GSBNFXPSL�UIBU�HVJEFT�UIF�BTTJHONFOU�PG�GVODUJPOBM�SFTQPOTJCJMJUJFT�JT�NBEF�QSPWJ-
TJPOBM�JO�UIF�OBUJPOBM�$POTUJUVUJPO��"SUJDMF�����PG�UIF�$POTUJUVUJPO�TUBUFT�UIBU�i1BSMJBNFOU�TIBMM�
CZ�MBX�QSFTDSJCF�UIF�GVODUJPOT�PG�%JTUSJDU�"TTFNCMJFT�XIJDI�TIBMM�JODMVEF��	B
�UIF�GPSNVMBUJPO�
BOE� FYFDVUJPO� PG� QMBOT� QSPHSBNNFT� BOE� TUSBUFHJFT� GPS� UIF� FGGFDUJWF� NPCJMJTBUJPO� PG� UIF�
SFTPVSDFT�OFDFTTBSZ�GPS�UIF�PWFSBMM�EFWFMPQNFOU�PG�UIF�EJTUSJDU��BOE�	C
�UIF�MFWZJOH�BOE�DPMMFD-

UJPO�PG�UBYFT�SBUFT�EVUJFT�BOE�GFFT�w�"HBJO�UIF�-PDBM�(PWFSONFOU�"DU������	"DU����
�HJWFT�
%JTUSJDU�"TTFNCMJFT� UIF�SFTQPOTJCJMJUZ� UP�FYFSDJTF�QPMJUJDBM�BOE�BENJOJTUSBUJWF�BVUIPSJUZ� JO� UIF�
EJTUSJDU�QSPWJEF�HVJEBODF�HJWF�EJSFDUJPO�UP�BOE�TVQFSWJTF�BMM�PUIFS�BENJOJTUSBUJWF�BVUIPSJUJFT�
JO�UIF�EJTUSJDU��*U�GVSUIFS�FNQPXFST�UIF�%JTUSJDU�"TTFNCMJFT�UP�FYFSDJTF�EFMJCFSBUJWF�MFHJTMBUJWF�BT�
XFMM�BT�FYFDVUJWF�GVODUJPOT����

3.1 Expenditure Assignment of Local Governments

This section of the paper has benefited from the Government of Ghana (GoG) Draft Intergovernmental Fiscal Framework, IGFF (2014).
These are found in the metropolitan assemblies and DAs. Area councils exist for a number of settlements/villages which are grouped together but whose 
individual settlements have populations of less than 5000

8

�

8 

9 
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5IF�GPMMPXJOH�GVODUJPOBM�SFTQPOTJCJMJUJFT�BSF�PVUMJOFE�JO�UIF�-FHJTMBUJWF�*OTUSVNFOU������	����
�
UIBU� TFU� VQ� UIF� SFTQFDUJWF�%JTUSJDU� "TTFNCMJFT�� CBTJD� FEVDBUJPO�� QSJNBSZ� IFBMUI�� DPOTUSVD-

UJPO�SPBET�TUSFFUT��ESJOLJOH�XBUFS��BHSJDVMUVSF�	JODMVEJOH�MJWFTUPDL
��DPOTFSWBUJPO�	GPSFTU�XBUFS�
BOE�TPJM
��XFMGBSF��DPNNVOJUZ�EFWFMPQNFOU��DPUUBHF�JOEVTUSZ��BOE�QIZTJDBM�MBOE�VTF�QMBOOJOH�
BNPOH�PUIFST��5BCMF���TVNNBSJ[FT�UIF�GVODUJPOBM�BTTJHONFOUT�BDSPTT�UIF�WBSJPVT�MFWFMT�PG�
HPWFSONFOU�

-FHBM�*OTUSVNFOU������	����
�GVSUIFS�DMBSJmFT�UIF�GVODUJPOBM�BOE�SFTQPOTJCJMJUZ�BTTJHONFOU�UP�
%JTUSJDU�"TTFNCMJFT�UISPVHI�JEFOUJGZJOH�UIF�PSHBOJ[BUJPOBM�SFTUSVDUVSJOH�PG�EFWPMWFE�EFQBSU-
NFOUT� BOE� UIFJS� WBSJPVT� GVODUJPOT�� /POFUIFMFTT� UIF� BTTJHONFOU� PG� GVODUJPOT� BOE����������������������
SFTQPOTJCJMJUJFT�BDSPTT�DFOUSBM�BOE�MPDBM�HPWFSONFOU�MFWFMT�JT�GSBHNFOUFE�JO�WBSJPVT�QJFDFT�PG�
MFHJTMBUJPO�PGUFO�XJUI�JODPOTJTUFOU�BTTJHONFOUT�DSFBUJOH�DPOGVTJPO�EVQMJDBUJPO�PG�BVUIPSJUZ�
VOQSPEVDUJWF�PWFSMBQT�BOE�MFHBM�DIBMMFOHFT�

"�TVDDFTTGVM�BOE�FGGFDUJWF�TZTUFN�PG�mTDBM�EFDFOUSBMJ[BUJPO�FOTVSFT�UIBU�SFWFOVF�UP�.FUSPQPM-
JUBO�.VOJDJQBM�BOE�%JTUSJDU�"TTFNCMJFT�JT�TVGmDJFOU�UP�GVOE�BTTJHOFE�FYQFOEJUVSF�GVODUJPOT�PS�
SFTQPOTJCJMJUJFT��5IF�SFWFOVF�EJTUSJCVUJPO�GSBNFXPSL�BOE�UIF�mOBODJOH�OFFEFE�CZ�UIF�WBSJPVT�
%JTUSJDU�"TTFNCMJFT�XJMM� UP� B� MBSHF�FYUFOU�EFQFOE�PO� UIF�OBUVSF�BOE� UZQF�PG� FYQFOEJUVSF�
SFTQPOTJCJMJUJFT�BTTJHOFE�BT�XFMM�BT�UIF�BDUVBM�TQFOEJOH�PO�B�HJWFO�GVODUJPO�PS�BDUJWJUZ��5IF�
QSBDUJDF�PG�BMMPDBUJOH�SFWFOVF�GPS�BDUVBM�TQFOEJOH�PO�B�HJWFO�SFTQPOTJCJMJUZ�JT�TPNFXIBU�DPN-

QMJDBUFE�BOE�NPTUMZ�SFRVJSFT�NVDI�EFUBJMFE�BOBMZTFT�BOE�EFMJCFSBUJPO���)PXFWFS�UIF�VMUJNBUF�
HPBM�JO�SFWFOVF�BTTJHONFOU�SFHBSEMFTT�PG�XIJDI�BQQSPBDI�JT�BEPQUFE�JT�UP�FOTVSF�USBOTQBS-
ency and accountability. 

Source: IGFF 2014

POLICY:  

Setting overall service goals, standards & 

norms, monitoring & evaluation, guiding 

implementation

Central Government, but with scope for local 

government to set norms within limits for 

local public services and local revenue rates. 

Local governments are also responsible for 

monitoring and evaluation.

PROVISION: 

Providing goods and services through 

planning, budgeting, procuring, overseeing 

delivery & being answerable for service delivery

Local governments, except in cases of 

economies of scale and jurisdictional 

spillovers, but with financing and implementation 

assistance from central government

Local governments, deconcentrated line 

department service delivery units; and/or private 

sector, NGOs, and/or user community groups.

PRODUCTION: 

Designing, constructing, operating & managing 

service delivery

FUNCTIONS RESPONSIBILITY ASSIGNMENT

3.2 Revenue Assignment

Table 1: Assignment of Functions across Government Levels 
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.FUSPQPMJUBO� .VOJDJQBM� BOE� %JTUSJDU� "TTFNCMJFT� SFWFOVF� BOE� GVOEJOH� JODMVEF�� JOUFSOBMMZ���
HFOFSBUFE�GVOET�DFOUSBM�HPWFSONFOU�USBOTGFST�EFWFMPQNFOU�QBSUOFS�TVQQPSU�BOE�BDDFTT�UP�
CPSSPXJOH��5IF�DFOUSBM�HPWFSONFOU�USBOTGFST�BSF�NBEF�VQ�PG�UIF�%JTUSJDU�"TTFNCMJFT�$PNNPO�
'VOE� 	UIF�%"$'� SFDFJWFT�B�NJOJNVN�PG������PG�OBUJPOBM� SFWFOVF
�BOE� UIF�TVQQPSU�PG� UIF�
EFDFOUSBMJ[FE�EFQBSUNFOUT�PG�.JOJTUSJFT�%FQBSUNFOUT�BOE�"HFODJFT�	.%"T
�JO�UIF�GPSN�PG�
EJSFDU�TBMBSZ�QBZNFOUT�PS�USBOTGFST�GPS�BENJOJTUSBUJWF�TFSWJDF�BOE�JOWFTUNFOU�DPTUT��*OUFSOBMMZ�
HFOFSBUFE� GVOET� PG� EJTUSJDU� BTTFNCMJFT� 	GFFT� mOFT� BOE� SBUFT
� BSF� VTFE� NPTUMZ� UP� DPWFS�
FYQFOTFT� TVDI� BT� USBWFM� BOE� USBOTQPSUBUJPO� HFOFSBM�NBJOUFOBODF� SFQBJST� BOE� SFOFXBMT�
QFSTPOBM�FNPMVNFOUT�BNPOH�PUIFST��5IF�%"$'�BOE�SFWFOVF�GSPN�EFWFMPQNFOU�QBSUOFST�BSF�
QSJNBSJMZ� VTFE� GPS� TFSWJDFT� BOE� JOWFTUNFOU� TVDI�BT�XBUFS��� TBOJUBUJPO� FEVDBUJPO� IFBMUI�����
BHSJDVMUVSF�BOE�FOFSHZ��5IF�CVML�PG�SFWFOVF�PS�GVOET�BWBJMBCMF�UP�..%"T�BSF�EFSJWFE�GSPN������
DFOUSBM� HPWFSONFOU� USBOTGFST� XJUI� WFSZ� MJUUMF� SFWFOVF� HFOFSBUFE� JOUFSOBMMZ� CZ� MPDBM������������������
HPWFSONFOUT��

*OUFSOBMMZ� (FOFSBUFE� 'VOET� 	*('T
� BU� UIF� EJTUSJDU� MFWFM� BSF� UIPTF� SFDFJWFE� CZ� UIF� %JTUSJDU�
"TTFNCMJFT�PWFS�XIJDI�UIF�"TTFNCMJFT�BSF�FNQPXFSFE�XJUI�TVGmDJFOU�EJTDSFUJPO�UP�EJSFDUMZ�
JOnVFODF�UIF�BNPVOU�PG�SFWFOVF�MFWJFE�BOE�DPMMFDUFE��*O�PUIFS�XPSET�*('T�BSF�UIPTF�PWFS�
XIJDI� %JTUSJDU� "TTFNCMJFT� DBO� JOnVFODF� UIF� SFWFOVF� BNPVOU� SFBMJ[FE� 	BU� UIF� NBSHJO
� CZ�
IBWJOH�TPNF�EJSFDU�JOnVFODF�PWFS�UIF�UBY�SBUF�UBY�CBTF�BOE�PS�SFWFOVF�BENJOJTUSBUJPO���*('�
TPVSDFT�BMMPX�..%"T�UP�EJGGFSFOUJBUF�UIF�TFSWJDF�MFWFMT�UIFZ�PGGFS�BOE�BMMPX�UIFN�UP�CF�IFME�
BDDPVOUBCMF�GPS�PWFSBMM�FYQFOEJUVSFT�DSFBUJOH�B�TUSPOHFS�MJOL�CFUXFFO�FYQFOEJUVSF�DPTUT�BOE�
CFOFmUT��

"SUJDMF�����PG� UIF�$POTUJUVUJPO�FNQPXFST�"TTFNCMJFT� UP� MFWZ�BOE�DPMMFDU� UBYFT�EVUJFT�BOE�
GFFT��5IFTF�UBYFT�SBUFT�MFWJFT�GFFT�BOE�MJDFODFT�BSF�MJTUFE�JO�4DIFEVMF�4JY�PG�UIF�-PDBM�(PW-

FSONFOU�"DU�	����
�XJUI�GVSUIFS�EFmOJUJPOT�GPS�WFIJDMF�MJDFOTFT�BOE�FOUFSUBJONFOU�MJDFOTFT�BT�
MJTUFE� JO� UIF�'PVSUI�BOE�'JGUI�4DIFEVMFT�SFTQFDUJWFMZ��5IF�-PDBM�(PWFSONFOU�"DU�����BMTP�
FNQPXFST�%JTUSJDU�"TTFNCMJFT�UP�VOEFSUBLF�KPJOU�DPNNFSDJBM�BDUJWJUJFT��DIBSHF�EFWFMPQNFOU�
GFFT��DIBSHF�CFUUFSNFOU� GFFT�PO�VSCBO� MBOE�BOE�QSPQFSUZ�� MFWZ�WFIJDMF�BOE�FOUFSUBJONFOU�
MJDFOTFT��JNQPTF�EFWFMPQNFOU�MFWZ�PO�TFSWJDFE�MBOE��BOE�PQFSBUF�BT�B�SBUJOH�BVUIPSJUZ�

5IF� *('T� BSF� UIF�NBJO� SFWFOVF� TPVSDFT� UIBU� MPDBM� HPWFSONFOUT� HFOFSBUF� EJSFDUMZ� JO� UIFJS�
WBSJPVT�KVSJTEJDUJPOT�BOE�UIF�POMZ�TPVSDFT�XIJDI�UIFZ�IBWF�BCTPMVUF�DPOUSPM�PWFS�JO�UFSNT�PG�
VUJMJ[BUJPO���5IF�CVML�PG�SFWFOVF�PS�GVOET�BWBJMBCMF�UP�..%"T�FNBOBUFT�GSPN�DFOUSBM�HPWFSO-

NFOU�USBOTGFST���"T�B�SFTVMU�..%"T�IBWF�OPU�GVMMZ�VUJMJ[FE�UIF�DBQBDJUZ�PG�UIFJS�SFWFOVF�CBTF��
*OBQQSPQSJBUF�UBY�QPMJDZ�BOE�UBY�BENJOJTUSBUJPO�BMTP�DPOUSJCVUF�UP�UIF�JOBCJMJUZ�PG�..%"T�UP�
FGGFDUJWFMZ�HFOFSBUF�IJHI�MFWFMT�PG�SFWFOVF�UISPVHI�UBYBUJPO��

3.3 Internally Generated Funds
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*OUFSHPWFSONFOUBM�USBOTGFST�JODMVEF�DBTI�BOE�PS�JO�LJOE�QBZNFOUT�BOE�USBOTGFS�PG�HPPET�BOE�
DPOUSJCVUJPOT� XIJDI� BSF� DPNQVMTPSZ� BOE�PS� OPO�DPNQVMTPSZ� OPO�SFQBZBCMF� mOBODJBM� QBZ-

NFOUT�CFUXFFO�HPWFSONFOU�VOJUT�UZQJDBMMZ�GSPN�UIF�DFOUSBM�HPWFSONFOU�UP�UIF�%JTUSJDU�"TTFN-

CMJFT�� 5IF� MFHBM� CBTJT� GPS� JOUFSHPWFSONFOUBM� USBOTGFST� JT� FNCFEEFE� JO� UIF� $POTUJUVUJPO� PG�
(IBOB�	����
��"SUJDMF�����	�
�	B
�BOE�	D
�PG�UIF�$POTUJUVUJPO�TUBUFT�UIBU��i	J�1BSMJBNFOU�TIBMM�
FOBDU�BQQSPQSJBUF�MBXT�UP�FOTVSF�UIBU�GVODUJPOT�QPXFST�SFTQPOTJCJMJUJFT�BOE�SFTPVSDFT�BSF�BU�
BMM�UJNFT�USBOTGFSSFE�GSPN�UIF�$FOUSBM�(PWFSONFOU�UP�MPDBM�HPWFSONFOU�VOJUT�JO�B�DPPSEJOBUFE�
NBOOFSw��BOE�	JJ
�UIFSF�TIBMM�CF�FTUBCMJTIFE�GPS�FBDI�MPDBM�HPWFSONFOU�VOJU�B�TPVOE�mOBODJBM�
CBTF�XJUI�BEFRVBUF�BOE�SFMJBCMF�TPVSDFT�PG�SFWFOVFw�

5IF�*OUFSHPWFSONFOUBM�'JTDBM�5SBOTGFS�TZTUFN�JT�NBEF�VQ�PG�WBSJPVT�NFDIBOJTNT�UIBU�EJTUSJC-

VUF� UIF� GVOET� UP�..%"T� UP� DBSSZ� PVU� UIFJS� FYQFOEJUVSF� SFTQPOTJCJMJUJFT�� 5IFTF� JODMVEF� UIF�
GPMMPXJOH��

5IF�%JTUSJDU�"TTFNCMJFT�$PNNPO�'VOE�	%"$'
�XIJDI�QSPWJEFT�GPS�B�NJOJNVN�BMMPDBUJPO�PG�
OPU�MFTT�UIBO�����QFSDFOU�PG�UIF�UPUBM�SFWFOVF�PG�(IBOB�UP�CF�HJWFO�UP�UIF�%JTUSJDU�"TTFNCMJFT�
GPS�EFWFMPQNFOU��

5IF�%JTUSJDU�%FWFMPQNFOU�'BDJMJUZ�	%%'
�XBT�FTUBCMJTIFE�JO������BT�B�.FNPSBOEVN�PG�6OEFS-
TUBOEJOH�	.06
�CFUXFFO�UIF�(PWFSONFOU�PG�(IBOB�BOE�TPNF�JOUFSFTUFE�EFWFMPQNFOU�QBSU-
OFST�OBNFMZ��$BOBEJBO�%FWFMPQNFOU�"HFODZ�	$*%"
�%BOJTI�%FWFMPQNFOU�"HFODZ�	%"/*-
%"
�"HFODF�'SBOÎBJTF�EF�%ÏWFMPQQFNFOU�	"'%
�BOE�UIF�(FSNBO�%FWFMPQNFOU�#BOL�	,'8
��
5IF�%%'�XBT�JOTUJUVUFE�XJUI�UIF�BJN�PG�BMMPXJOH�EJTUSJDUT�UP�mOBODF�UIFJS�JOWFTUNFOUT�BOE�BMTP�
UP�NBJOUBJO�QSPKFDUT�JO�FDPOPNJD�TPDJBM�BOE�FOWJSPONFOUBM�TFDUPST��5BCMF���TIPXT�UIF�JOEJDB-

UJWF�EJTCVSTFNFOUT�PG�GVOET�UPUBMJOH�BCPVU������NJMMJPO�GSPN�UIF�(PWFSONFOU�PG�(IBOB�BOE�
UIF� GPVS� EFWFMPQNFOU� QBSUOFST� PWFS� UIF� GPVS� ZFBS� QFSJPE� ����� o� ����� BT� B� DPOUSJCVUJPO�
UPXBSET�UIF�%%'�

3.4 Intergovernmental Fiscal Transfers (IGTs)

7DEOH����'LVEXUVHPHQW�RI�'')��86�·PLOOLRQ��������������

Source: Agence Française de Développement (AFD)

i

ii

Financing Partner 2009 2010 2011 2012 Total

AFD 
CIDA (Canada)  
DANIDA (Denmark) 
KfW (Germany)  
Government of Ghana  
Total 

3.10
6.50 13.00 15.00 17.50

6.25 6.25 3.15 18.75
52.00

5.30 7.90 11.40 13.20 37.80
9.30 9.30 8.75 8.75 36.10

10.00 16.00 20.00 20.00 66.00
34.20 52.45 61.40 62.60 210.65
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*O�BEEJUJPO�UP�UIF�HFOFSBM�mOBODJBM�QSPWJTJPOT�UIF������$POTUJUVUJPO�QSPWJEFT�TQFDJmDBMMZ�GPS�
UIF� FTUBCMJTINFOU� PG� B� %JTUSJDU� "TTFNCMJFT� $PNNPO� 'VOE� 	%"$'
�� 5IF� %"$'� JT� B���������������������
EFWFMPQNFOU� HSBOU� FTUBCMJTIFE� XJUI� UIF� BJN� PG� SFTPVSDJOH� ..%"T� UP� VOEFSUBLF������������������������
EFWFMPQNFOUBM�QSPKFDUT�JO�UIFJS�WBSJPVT�KVSJTEJDUJPOT��"SUJDMF�����PG�UIF�$POTUJUVUJPO�JOTUSVDUT�
1BSMJBNFOU� UP�BMMPDBUF�OPU� MFTT� UIBO����	JODSFBTFE� UP������TJODF�����
�PG� UIF� UPUBM�BOOVBM�
OBUJPOBM�SFWFOVFT�UP�UIF�%"$'��5IF�%"$'�JT�BENJOJTUFSFE�UISPVHI�BO�JOEFQFOEFOU�$PNNPO�
'VOE� "ENJOJTUSBUPS� XIP� QSPQPTFT� B� GPSNVMB� BOOVBMMZ� GPS� UIF� EJTUSJCVUJPO� PG� UIF� 'VOE� GPS�
BQQSPWBM�CZ�1BSMJBNFOU��

5IF� "ENJOJTUSBUPS� BMTP� EJTUSJCVUFT� NPOJFT� JOUP� UIF� $PNNPO� 'VOE� JO� DPNQMJBODF� XJUI� UIF�
BQQSPWFE�GPSNVMB�BOE�TVCTFRVFOUMZ�SFQPSUT�UP�UIF�.JOJTUFS�PG�-PDBM����(PWFSONFOU�BOE�3VSBM�
%FWFMPQNFOU�JO�XSJUJOH�PO�UIF�VUJMJ[BUJPO�PG�UIF�$PNNPO�'VOE�CZ�UIF�%"T���5IF�%"$'�TFSWFT�
BT�B�QSJNBSZ�TPVSDF�PG�SFWFOVF�UP�UIF�DVSSFOU�UXP�IVOESFE�BOE�TJYUFFO�	���
�..%"T�BOE�UIF�
UFO�	��
�3FHJPOBM�$PPSEJOBUJOH�$PVODJMT��0UIFS�TPDJBM�JOUFSWFOUJPO�QSPHSBNT�CFJOH�TVQQPSUFE�
CZ�UIF�'VOE�JODMVEF�1FSTPOT�XJUI�%JTBCJMJUZ�(IBOB�4DIPPM�����'FFEJOH�1SPHSBN�$VSFE�-FQFST�
BOE�%JTUSJDU�)*7�"*%4�$PNNJUUFFT��5BCMF���JMMVTUSBUFT�UIF�GPVS�NBJO�GBDUPST�BOE�JOEJDBUPST�UIBU�
JOnVFODF�PS�JOGPSN�UIF�GPSNVMB�UIBU�JT�BQQMJFE�JO��EJTUSJCVUJOH�UIF�GVOE�BNPOH�UIF�EJTUSJDUT�

 The composite budget manual serves as the main source document for Budget Committees of MMDAs and stakeholders in
 the local government budgeting process 

3.5 The District Assemblies Common Fund (DACF)

"O�BMMPDBUJPO�GSPN�UIF�4UPPM�-BOET�3FWFOVFT�JT�BMTP�USBOTGFSSFE�UP�..%"T�BOE�JT�DPOTJEFSFE�
EJTDSFUJPOBSZ�UP�GVOE�BENJOJTUSBUJWF�TFSWJDF�EFMJWFSZ�BOE�EFWFMPQNFOU�BT�QFS�UIF�DPNQPTJUF�
CVEHFU   process. 5IF�4UPPM�-BOE�SFWFOVFT�XIJDI�JODMVEF�SFOUT�EVFT�BOE�SPZBMUJFT�BSF�DMBT-

TJmFE�BT�TIBSFE�SFWFOVF�UIBU� JT�B�DFOUSBM�MPDBM�HPWFSONFOU�USBOTGFS�PO�B�GPSNVMB�CBTJT�UP�
..%"T��

"T�QFS�-*������	4DIFEVMF��
� UIFSF�BSF�PUIFS� SFMFBTFT� GSPN�UIF�.%"T� UP�..%"T�BT�EJSFDU�
EJTQFOTBUJPOT� UP� mOBODF�EFDPODFOUSBUFE�EFMFHBUFE�BOE�EFWPMWFE� GVODUJPOT�� 5IFTF� GVOD-

UJPOT� JODMVEF� CVU� BSF� OPU� MJNJUFE� UP� BHSJDVMUVSF� DPNNVOJUZ� EFWFMPQNFOU� BOE� GFFEFS� BOE�
VSCBO�SPBET��"HBJO�UIFSF�BSF�PUIFS�GVOET�XIJDI�EP�OPU�nPX�UISPVHI�UIF�..%"�DPNQPTJUF�
CVEHFUT�CVU�BSF�USBOTGFSSFE�UP�GVOE�EFWFMPQNFOU�FYQFOEJUVSFT�BU�UIF�MPDBM�HPWFSONFOU�MFWFM�
GSPN�UIF�WFSUJDBM�TUBUVUPSZ�GVOET��5IFTF�BSF�UIF�3PBE�'VOE�UIF�(IBOB�&EVDBUJPO�5SVTU�	(&5
�
'VOE�UIF�(IBOB�)FBMUI�4FSWJDF�BOE�UIF�/BUJPOBM�)FBMUI�*OTVSBODF�'VOE��

  

iii
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5IF�UPUBM�BNPVOU�PG�NPOJFT�SFDFJWFE�CZ�UIF�%"$'�GSPN�UIF�.JOJTUSZ�PG�'JOBODF�JT�BQQPSUJPOFE�
JOUP�UXP�TFQBSBUF�DPNQPOFOUT��UIF�SFTFSWF�QPSUJPO�	���
�BOE�UIF�SFNBJOJOH�	���
�QPSUJPO�UP�
CF�EJTCVSTFE�UP�..%"T�	TFF�'JHVSF��
��5IF�SFTFSWF�QPSUJPO�PG� UIF�%"$'� JT�EJTUSJCVUFE�BT�
GPMMPXT��

Table 3: Elements that influence the Distribution of the DACF 

t� .1T�'VOE�����GPS�NPOJUPSJOH�BOE�FWBMVBUJPO�EFWFMPQNFOU�QSPKFDUT�BOE�SFTQPOTF
������������UP�TPNF�DSJUJDBM�FNFSHFODJFT�

t� 3FHJPOBM�$PPSEJOBUJOH�$PVODJMT�������GPS�NPOJUPSJOH�BOE�FWBMVBUJPO

t� 0GmDF�PG�UIF�"ENJOJTUSBUPS�������GPS�PQFSBUJPOBM�TVQQPSU�

t� $POUJOHFODZ�FYQFOEJUVSFT����

Source:  DACF Impact Assessment Report 2015

Figure 1: Distribution of the DACF 

Needs-based  

Responsiveness

Addresses the gaps or imbalances in development. 

Thus districts with more facilities receive less. The 

indicators here are health, education services, water 

coverage and tarred road coverage.

This is a motivation factor for MMDAs to generate 

more IGFs. The more they generate IGFs the more 

they receive.

FUNCTIONS RESPONSIBILITY ASSIGNMENT

This is based on population density. This is to assist 

in improving upon existing facilities that have 

deteriorated due to rural-urban migration. 

Each MMDA receives equal amount of funds 

under this factor.

Services Pressure

Equality
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5IF� JOJUJBM� JOUFOUJPO�CFIJOE� UIF�FTUBCMJTINFOU�PG� UIF�%"$'�XBT� UP�BTTJTU�%"T� UP�VOEFSUBLF�
EFWFMPQNFOUBM�QSPKFDUT��)PXFWFS�UIF�DVSSFOU�QSBDUJDF�BMMPXT�..%"T�UP�TQFOE�UIFJS�QPSUJPO�
PG�UIF�'VOE�PO�QSPKFDUT�UIFZ�DPOTJEFS��BQQSPQSJBUF�XIJDI�VTVBMMZ�HPFT�JOUP�CPUI�SFDVSSFOU�BOE�
DBQJUBM� 	EFWFMPQNFOU
�FYQFOEJUVSFT��5IJT� JT�BT�B�SFTVMU�PG� JOEJSFDU� USBOTGFST� GPS�HPWFSONFOU�
JOUFSWFOUJPOT� TVDI� BT� UIF� /BUJPOBM� :PVUI� &NQMPZNFOU� 1SPHSBN� 	/:&1
� 4DIPPM� 'FFEJOH�
1SPHSBN�/BUJPOBM�#PSFIPMF�1SPHSBN�(IBOB�:PVUI�&NQMPZNFOU�BOE��&OUSFQSFOFVSJBM�%FWFM-
PQNFOU�"HFODZ�	(:&&%"
�4BOJUBUJPO�.PEVMF�BOE�4BOJUBUJPO���8BTUF�.BOBHFNFOU�XIJDI�BSF�
DMBTTJmFE�BT�SFDVSSFOU�FYQFOTFT��5IFSF�IBWF�CFFO�B�TFSJFT�PG�FYQFOEJUVSF�FBSNBSLFE�GPS�TQF-

DJBM�QSPKFDUT�XIJDI�VTVBMMZ�UBLF�BCPVU�POF�GPVSUI�PG�UIF�BMMPDBUFE�GVOET��5IFTF�TQFDJBM�QSPK-
FDUT�EP�OPU�GPMMPX�BOZ�USBOTQBSFOU�GPSNVMB��)PXFWFS�UIFTF�QSPKFDUT�BSF�BQQSPWFE�CZ�1BSMJB-

NFOU�� 5IJT� TJUVBUJPO� IBT� MFE� UP� UIF� FWPMWFNFOU� PG� B� EVBM�TUSVDUVSF� GPSNVMB�CBTFE� TZTUFN��
6OEFS�UIJT�TZTUFN�UIF�BMMPDBUJPO�PG�UIF�GVOET�NVTU�GPMMPX�UIF�BQQSPWFE�GPSNVMB�BOE�UIF�GVOET�
NVTU�CF�EJSFDUMZ�QSPWJEFE�UP�..%"T�UP�FYFDVUF�UIFJS�EFWFMPQNFOUBM�QSPKFDUT�� 5JNFMZ�SFMFBTFT�
PG� UIF�'VOE� UP� UIF� WBSJPVT�EJTUSJDUT� BSF� SFQPSUFE� UP�CF�QSPCMFNBUJD��"HBJO� UIF�QSBDUJDF�PG�
EFEVDUJOH� BMM� BENJOJTUSBUJWF� BOE� PUIFS� SFDVSSFOU� DPTUT� GSPN� %"$'� BMTP� QPTFT� TPNF              

DIBMMFOHFT�

"OUXJ�	����
�NFOUJPOT�UIBU�i5IF�%"$'�XIJDI�PWFS�UIF�ZFBST�XBT�EFTJHOFE�UP�CF�B�EJTDSFUJPO-

BSZ�CMPDL�HSBOU�DPOUJOVFT�UP�EXJOEMF�BOE�JT�NPSF�PG�B�DFOUSBMMZ�EFUFSNJOFE�FBSNBSLFE�HSBOU�
PS�FYQFOEJUVSF�UIBO�TVCOBUJPOBM�EJTDSFUJPOBSZ�JOUFSHPWFSONFOUBM�USBOTGFS�HSBOU�w

*O�UFSNT�PG�SFQPSUJOH�UIF�%"$'�"ENJOJTUSBUPS�SFDFJWFT�B�NPOUIMZ�SFQPSU�GSPN�UIF�..%"T�JO�
UIF�GPSN�PG�SFDFJQUT�PO�UIF�VUJMJ[BUJPO�PG�UIF�GVOET��)PXFWFS�UIF�"ENJOJTUSBUPS�JT�OPU�VOEFS�BOZ�
MFHBM� PCMJHBUJPO� UP�EJTDVTT� UIF� SFQPSUT� GSPN� UIF�..%"T�XJUI�PUIFS�HPWFSONFOU� TUBLFIPME-

FST�JOTUJUVUJPOT� JODMVEJOH�.JOJTUSZ�PG�-PDBM�(PWFSONFOU�BOE�3VSBM�%FWFMPQNFOU�.JOJTUSZ�PG�
'JOBODF� UIF� /BUJPOBM� %FWFMPQNFOU� 1MBOOJOH� $PNNJTTJPO� BOE� UIF� 3FHJPOBM� $PPSEJOBUJOH�
$PVODJMT�	3$$T
��%FTQJUF�UIJT� UIF�"ENJOJTUSBUPS� JT�SFRVJSFE�UP�QSFQBSF�BO�BOOVBM�SFQPSU� UP�
1BSMJBNFOU�PO�UIF�EJTUSJCVUJPO�PG�UIF�'VOE� 

3.6 Local Government Borrowing

5IF�SJHIU�PG�%"T�UP�CPSSPX�JT�QSPWJEFE�GPS�JO�UIF�-PDBM�(PWFSONFOU�"DU�����PG�������4FDUJPO�
���PG�UIF�"DU�FNQPXFST�UIF�"TTFNCMJFT�UP�SBJTF�PS�PCUBJO�MPBOT�PS�PWFSESBGUT�XJUIJO�(IBOB�JO�
DPOTVMUBUJPO�XJUI�BOE�BQQSPWFE�CZ�UIF�.JOJTUFS�PG�'JOBODF��/P�BQQSPWBM�JT�IPXFWFS�SFRVJSFE�
XIFSF� UIF� MPBO� PS� PWFSESBGU� UP� CF� SBJTFE� EPFT� OPU� FYDFFE� ()¢�������� BOE� UIF� MPBO� PS������
PWFSESBGU�EPFT�OPU�SFRVJSF�B�HVBSBOUFF�CZ�UIF�$FOUSBM�HPWFSONFOU�

(JWFO� UIF� MJNJUFE� PQQPSUVOJUZ� GPS� MPDBM� HPWFSONFOUT� UP� CPSSPX� UIF� DFOUSBM� HPWFSONFOU�
QSPWJEFT� MPDBM� DBQJUBM� GVOEJOH� UISPVHI� UIF� JOUFSHPWFSONFOUBM� USBOTGFS� TZTUFN�� 5IF� %"$'�
BMPOH� XJUI� UIF� %JTUSJDU� %FWFMPQNFOU� 'VOE� BOE� UIF� 6SCBO� %FWFMPQNFOU� (SBOU� QSPWJEF� BO�
JNQPSUBOU�TPVSDF�PG�EJTDSFUJPOBSZ�DBQJUBM�EFWFMPQNFOU�HSBOUT�GPS�CBTJD�MPDBM�JOGSBTUSVDUVSF��*U�
JT� JOUFSFTUJOH� UP� OPUF� UIBU� UIJT� TJUVBUJPO� JT� OPU� QFDVMJBS� UP� (IBOB�� -PDBM� HPWFSONFOUT� JO���������
DPVOUSJFT�TVDI�BT�6HBOEB�5BO[BOJB�$BNCPEJB�/FQBM�BOE�#BOHMBEFTI�EFQFOE�MBSHFMZ�PO�
UIFJS�DFOUSBM�HPWFSONFOUT��mTDBM�USBOTGFST�
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3.7 Financial Management and Accountability Framework

1VCMJD� 'JOBODJBM�.BOBHFNFOU� 	1'.
� SFGPSNT� IBWF�CFFO�QVSTVFE� BU� UIF� MPDBM� HPWFSONFOU�
MFWFM� BT� QBSU� PG� UIF� PWFSBMM� mTDBM� EFDFOUSBMJ[BUJPO� SFGPSN� QSPDFTT� BOE�PS� BT� TUBOE�BMPOF�����������
JOJUJBUJWFT�JO�OFBSMZ�BMM�EFWFMPQJOH�DPVOUSJFT�PWFS�UIF�QBTU�EFDBEF���5IF�(PWFSONFOU�PG�(IBOB�
FOTVSFT� TPVOE� mOBODJBM� NBOBHFNFOU� UISPVHI� BO� FGGFDUJWF� CVEHFUJOH� BOE� 1'.� TZTUFN������
(IBOB�T�1'.�TZTUFN�JT�EFTJHOFE�UP�FOIBODF�SFTQPOTJWFOFTT�BDDPVOUBCJMJUZ�BOE�FGmDJFODZ�
BU�CPUI�UIF�DFOUSBM�BOE�EJTUSJDU�MFWFMT��"U�UIF�DFOUSBM�HPWFSONFOU�MFWFM�UIF�1'.�TZTUFNT�BOE�
QSPDFEVSFT�BSF�VUJMJ[FE�UP�GVMMZ�TVQQPSU�EFWPMWFE�MPDBM�HPWFSONFOUT�NBJOMZ�JO�UIF�BSFBT�PG�
FOTVSJOH� B� TZTUFN� PG� USBOTQBSFOU� SFMJBCMF� TUBCMF� BOE� BDDPVOUBCMF� JOUFSHPWFSONFOUBM�������
USBOTGFST�NBOBHFNFOU� PG� CPSSPXJOH� BOE� mTDBM� SJTL� BOE�NPOJUPSJOH� mOBODJBM� nPXT� UP� UIF�
EFWPMWFE� HPWFSONFOUT�� 5IF� *(''� 	����
� QSPQPTFT� UIBU� (PWFSONFOU� XJMM� FTUBCMJTI� BOE�
FOIBODF�B�CSPBE�TFU�PG�TVCOBUJPOBM�1'.�TZTUFNT�BOE�QSPDFEVSFT�XIJDI�XPVME�QSPWJEF�UIF�
GSBNFXPSL�GPS�%JTUSJDU�"TTFNCMJFT�UP�PQFSBUF�XJUIJO�UIF�PWFSBMM�CVEHFUJOH�BOE�QVCMJD�mOBODJBM�
NBOBHFNFOU�QSPDFTT��5IF�(PWFSONFOU�XJMM�BMTP�SFWJFX�BOE�SFGPSN�UIF�NBOBHFNFOU�PG�JOUFS-
HPWFSONFOUBM�mOBODJBM�TZTUFNT�BU�UIF�DFOUSBM�HPWFSONFOU�MFWFM�BOE�UIF�JOUFSOBM�1'.�TZTUFNT�
PG�TVCOBUJPOBM�HPWFSONFOUT�BU�FBDI�TUBHF�PG�UIF�CVEHFU�DZDMF��5IFTF�JODMVEF�UIF�NBDSP�mT-

DBM�QPMJDZ�GPSNVMBUJPO�QMBOOJOH�BOE�CVEHFUJOH�CVEHFU�JNQMFNFOUBUJPO�CVEHFU�NPOJUPSJOH�
SFQPSUJOH�BOE�BVEJU�BOE�CVEHFU�FWBMVBUJPO��

3.8 Institutional Arrangements

5IF� DPPSEJOBUJPO� BOE� JNQMFNFOUBUJPO� PG� mTDBM� EFDFOUSBMJ[BUJPO� JO� (IBOB� IBT� CFFO�NBEF����
QPTTJCMF�UISPVHI�QBSUJDJQBUJPO�PG�TFWFSBM�TUBLFIPMEFST�BT�XFMM�BT�JOTUJUVUJPOBM�BSSBOHFNFOUT�JO�
UIF�HFOFSBM� EFDFOUSBMJ[BUJPO�QPMJDZ� GSBNFXPSL�� *OTUJUVUJPOBM� BSSBOHFNFOUT� IFSF� SFGFS� UP� UIF�
GPSNBM� SVMFT� QPMJDJFT� TZTUFNT� QSPDFTTFT� BOE� HPWFSONFOU� BENJOJTUSBUJPO� XIJDI� IBWF����������
TJHOJmDBOU�FGGFDU�PO�SFTPVSDF�BMMPDBUJPO�BOE�BDDPVOUBCJMJUZ�UIBU�DPNFT�UISPVHI�EFDFOUSBMJ[B-

UJPO��)PXFWFS�FBDI�JOTUJUVUJPOBM�BSSBOHFNFOU�BEPQUFE�NVTU�CF�QSPQFSMZ�FYBNJOFE�UP�FTUBC-

MJTI�JUT�DPTUT�BOE�CFOFmUT�JO�PSEFS�UP�EFUFSNJOF�XIJDI�PG�TVDI�BSSBOHFNFOUT�XPVME�ZJFME�UIF�
CFTU�PG�PVUDPNFT� JO� USBOTQBSFODZ�FRVJUBCJMJUZ�BOE�TVTUBJOBCJMJUZ��5IFSF�BSF�B�DPOTJEFSBCMF�
OVNCFS�PG�HPWFSONFOU�JOTUJUVUJPOT�DJWJM�TPDJFUZ�PSHBOJTBUJPOT�BOE�EFWFMPQNFOU�QBSUOFST�UIBU�
EJSFDUMZ� PS� JOEJSFDUMZ� DPPSEJOBUF� BOE� JNQMFNFOU� mTDBM� EFDFOUSBMJ[BUJPO� JO� (IBOB�� 'PS� UIF�
QVSQPTFT�PG�UIJT�QBQFS�XF�XPVME�MPPL�BU�UIF�.JOJTUSZ�PG�-PDBM�(PWFSONFOU�BOE�3VSBM�%FWFMPQ-

NFOU�.JOJTUSZ�PG�'JOBODF�3FHJPOBM�$PPSEJOBUJOH�$PVODJMT�BOE�%JTUSJDU�"TTFNCMJFT�XIJDI�BSF�
UIF�LFZ�JNQMFNFOUFST�  

5IF�.JOJTUSZ�PG�-PDBM�(PWFSONFOU�BOE�3VSBM�%FWFMPQNFOU�	.-(3%
�JT�UIF�NBJO�HPWFSONFOU�
BHFODZ�XJUI�UIF�NBOEBUF�PG�FOTVSJOH�UIF�FTUBCMJTINFOU�BOE�EFWFMPQNFOU�PG�B�XFMM�SFTPVSDFE�
EFDFOUSBMJ[FE� TZTUFN� JO� (IBOB� UP� QSPNPUF� HPPE� HPWFSOBODF�� 5IF� .-(3%� FYFDVUFT� JUT�
SFTQPOTJCJMJUZ�CZ�GPSNVMBUJOH�JNQMFNFOUJOH�NPOJUPSJOH�FWBMVBUJOH�BOE�DP�PSEJOBUJOH�SFGPSN�
QPMJDJFT� BOE� QSPHSBNNFT� UP� EFNPDSBUJ[F� HPWFSOBODF� BOE� EFDFOUSBMJ[F� UIF�NBDIJOFSZ� PG���
HPWFSONFOU��*O�QFSGPSNJOH�UIFTF�DPPSEJOBUJPO�GVODUJPOT�.-(3%�JT�SFRVJSFE�UP�XPSL�DMPTFMZ�

DANIDA, Fiscal Decentralization and Sector Funding Principles and Practices, p. 27 (2010)

11

11
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XJUI�BHFODJFT�BOE�PUIFS�JOTUJUVUJPOT�JODMVEJOH�UIF�0GmDF�PG�UIF�1SFTJEFOU�UIF�*OUFS�.JOJTUFSJBM��������
$PPSEJOBUJOH�$PVODJM�	*.$$
�UIF�0GmDF�PG�UIF�)FBE�PG�$JWJM�4FSWJDF�	0)$4
�0GmDF�PG�UIF�
)FBE� PG� UIF� -PDBM� (PWFSONFOU� 4FSWJDF� 	0)-(4
� UIF� /BUJPOBM� %FWFMPQNFOU� 1MBOOJOH��������
$PNNJTTJPO� 	/%1$
� UIF� .JOJTUSZ� PG� 'JOBODF� 	.0'
� BOE� PUIFS� .%"T� TPNF� PG� XIPTF����������
GVODUJPOT�BSF��USBOTGFSSFE�BOE�BTTJHOFE�UP�UIF�MPDBM�HPWFSONFOU�VOJUT�

5IF�'JTDBM�%FDFOUSBMJ[BUJPO�6OJU�	'%6
�PG�UIF�.JOJTUSZ�PG�'JOBODF�XBT�FTUBCMJTIFE�JO������UP�
TFSWF�BT�UIF�GPDBM�QPJOU� JO�UIF�.JOJTUSZ�UP�TVQQPSU�UIF�*OUFSHPWFSONFOUBM�'JTDBM�'SBNFXPSL��
5IF�PCKFDUJWF�PG�UIF�VOJU�JT�UP�QSPWJEF�B�DPNQSFIFOTJWF�GSBNFXPSL�GPS�UIF�MPOH�UFSN�EFWFMPQ-

NFOU� PG� JOUFSHPWFSONFOUBM� mTDBM� BSSBOHFNFOUT� JODMVEJOH� UIF� BTTJHONFOU� PG� FYQFOEJUVSF�
SFTQPOTJCJMJUJFT� SFWFOVF� SFTQPOTJCJMJUJFT� 	JOUFSOBMMZ� HFOFSBUFE� GVOET
� JOUFSHPWFSONFOUBM�
USBOTGFST� CPSSPXJOH� BOE� JOTUJUVUJPOBM� BSSBOHFNFOUT�� 5IF� 6OJU� JT� BMTP� SFTQPOTJCMF� GPS���������������
EFWFMPQJOH� BOE� GPSNVMBUJOH� mOBODJOH� QPMJDJFT� BOE� GVOEJOH� BSSBOHFNFOUT� GPS� FGGFDUJWF���������
GVODUJPOJOH�PG�UIF�.FUSPQPMJUBO�.VOJDJQBM�BOE�%JTUSJDUT�"TTFNCMJFT�	..%"T
�

5IF�3FHJPOBM�$PPSEJOBUJOH�$PVODJMT�	3$$T
�PQFSBUF�BT�EFDPODFOUSBUFE�BSNT�PG�UIF�DFOUSBM�
HPWFSONFOU��5IF�3$$T�DPPSEJOBUF�QSPWJEF�UFDIOJDBM�BTTJTUBODF�BOE�TVQQPSU�UIPTF�BDUJWJUJFT�
MJOLFE� UP� UIF� BTTJHONFOU� PG� FYQFOEJUVSF� GVODUJPOT� SFWFOVF� BMMPDBUJPO� JOUFSHPWFSONFOUBM�
USBOTGFST�BOE�CPSSPXJOH��*O�BEEJUJPO�UIF�3$$T�PO�CFIBMG�PG�UIF�DFOUSBM�HPWFSONFOU�BSF�NBO-

EBUFE�UP�QSPWJEF�TVQQPSU�BOE�NPOJUPS�JTTVFT�PO�CVEHFUJOH�BOE�QVCMJD�mOBODJBM�NBOBHFNFOU�
JO�MJOF�XJUI�UIF�MBXT�BOE�SFHVMBUPSZ�GSBNFXPSL�FTUBCMJTIFE�CZ�UIF�.JOJTUSZ�PG�'JOBODF�

%JTUSJDU�"TTFNCMJFT�BSF�SFTQPOTJCMF�GPS�UIF�EFMJWFSZ�PG�MPDBM�HPWFSOBODF�BOE�QVCMJD�TFSWJDFT�
XJUIJO�UIF�DPOUFYU�PG�OBUJPOBM�QPMJDJFT�BOE�HVJEFMJOFT��1MBOOJOH�CVEHFUJOH�JNQMFNFOUJOH�BOE�
NPOJUPSJOH�HPWFSOBODF�BOE�QVCMJD�TFSWJDFT�BSF�TPNF�PG�UIF�EVUJFT�DBSSJFE�PVU�CZ�%"T��"MTP�
UIF�%"T�BSF�PCMJHBUFE�UP�NPCJMJ[F�JOUFSOBMMZ�HFOFSBUFE�GVOET�XIJDI�DPNCJOFE�XJUI�BMM�PUIFS�
SFTPVSDFT�XJMM�CF�VUJMJ[FE�JO�BO�FGmDJFOU�BOE�BDDPVOUBCMF�NBOOFS�UISPVHI�UIF�EJTUSJDU�DPNQPT-

JUF� CVEHFUJOH� TZTUFN�� 4VC�EJTUSJDU�MFWFM� JOTUJUVUJPOT� JODMVEJOH� UIF� TVC�NFUSPQPMJUBO� EJTUSJDU�
DPVODJMT�VSCBO�[POBM�BOE�UPXO�DPVODJMT�BSF�BMTP�FYQFDUFE�UP�TVQQPSU�UIF�EFMJWFSZ�PG�SFTQPO-

TJWF�FGmDJFOU�BOE�BDDPVOUBCMF�HPWFSOBODF�BOE�TFSWJDFT�

3.9 Monitoring and Evaluation (M&E)  

5IF� MFHBM�CBTJT� BOE� SFRVJSFNFOUT� GPS� DPOEVDUJOH�.�&�BDUJWJUJFT� JO� MPDBM� HPWFSONFOUT� BSF�
VOEFSQJOOFE� JO� 4FDUJPOT� ���� ���� BOE� ���� PG� UIF� -(�"DU�� 5IF� *OUFSOBM� "VEJU�0QFSBUJPOT��
&YUFSOBM�"VEJU�0QFSBUJPOT�BOE�UIF�NBOEBUF�HJWFO�UP�UIF�3$$T�BT�UIF�NBJO�BVUIPSJUZ�JO�NPOJ-
UPSJOH�DP�PSEJOBUJOH�BOE�FWBMVBUJOH�UIF�QFSGPSNBODF�PG�%"T�BSF�DMFBSMZ�TUBUFE�VOEFS�UIFTF�
4FDUJPOT�SFTQFDUJWFMZ�o�JO�PSEFS�UP�NFBTVSF�BOE�BTTFTT�QFSGPSNBODF�PG�QVCMJD�GVOET�

"DDPSEJOH�UP�UIF�(P(�$PNQPTJUF�#VEHFU�.BOVBM�GPS�..%"T�	����
�NPOJUPSJOH�BOE�FWBMVB-

UJPO� BSF� DMBTTJmFE� BT� TFQBSBUF� BDUJWJUJFT�� )PXFWFS� NPOJUPSJOH� BOE� FWBMVBUJPO� IBWF� JOUFS���������������
SFMBUFE�TUSBUFHJFT�GPS�DPMMFDUJOH�EBUB�BOE�SFQPSUJOH�PO�IPX�XFMM�..%"�TFSWJDFT�QSPKFDUT�BOE�
QSPHSBNNFT�BSF�QFSGPSNJOH��

 This subsection benefited from the GoG Composite Budget Manual (2012)

��
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5IF�.BOVBM�GVSUIFS�TUJQVMBUFT�UIBU�NPOJUPSJOH�TIBMM�UBLF�QMBDF�EVSJOH�UIF�JNQMFNFOUBUJPO�TUBHF�
XIJMF� FWBMVBUJPO� UBLFT� QMBDF� BGUFS� UIF� CVEHFU� JNQMFNFOUBUJPO� QFSJPE�� -FTTPOT� MFBSOU� BSF�
FYQFDUFE�UP�JOGPSN�NBOBHFNFOU�JO�GPSNVMBUJOH�UIF�CVEHFU�GPS�UIF�FOTVJOH�ZFBS���

5IF�3FHJPOBM� 1MBOOJOH�BOE�$PPSEJOBUJOH�$PVODJM�%JTUSJDU� 1MBOOJOH�BOE�$PPSEJOBUJOH�6OJU�
.JOJTUSZ�PG�-PDBM�(PWFSONFOU�BOE�3VSBM�%FWFMPQNFOU�BOE�PUIFS�LFZ�HPWFSONFOU�JOTUJUVUJPOT�
BSF�SFTQPOTJCMF�GPS�NPOJUPSJOH�UIF�VTF�PG�GVOET�QMBOT�BOE�QSPHSBNT�PG�..%"T�BT�XFMM�BT�UIF�
VTF�PG�GVOET��%JTUSJDU�1MBOOJOH�BOE�$PPSEJOBUJOH�6OJUT�IBWF�UIF�BEEFE�SFTQPOTJCJMJUJFT�PG��NPO-

JUPSJOH�BMM�..%"�mOBODJBM�BDUJWJUJFT�BOE�BDIJFWFNFOU�PG�TFU�UBSHFUT�SFMBUJOH�UP�SFWFOVF�NPCJMJ-
[BUJPO�BOE�FYQFOEJUVSF��%"$'�GVOEFE�QSPHSBNNFT�BOE�QSPKFDUT��%%'�BOE�����6%(�GVOEFE�
QSPKFDUT��BOE�%POPS�GVOEFE�QSPHSBNNFT�BOE�QSPKFDUT��

1FSJPEJD�JOUFSOBM�BOE�FYUFSOBM�BVEJU�PG�EJTUSJDU�CVEHFUT�BOE�USBOTBDUJPO�EFUBJMT�BSF�SFRVJSFE�UP�
FOTVSF� QSPQFS� BOE� FGGFDUJWF� VTF� PG� QVCMJD� GVOET� BOE� DPNQMJBODF� XJUI� TPVOE� mOBODJBM��������
NBOBHFNFOU� QSBDUJDF�� 5P� UIJT� FOE� UIF� "VEJU� 3FQPSU� *NQMFNFOUBUJPO� $PNNJUUFF� 	"3*$
�
FOTVSFT�DPNQMJBODF�XJUI�JOUFSOBM�BOE�FYUFSOBM�BVEJU�SFDPNNFOEBUJPOT��..%"T�BSF�SFRVJSFE�
UP�TVCNJU�UIFJS�mOBODJBM�TUBUFNFOUT�UP�UIF�"VEJUPS�(FOFSBM�CZ�FOE�PG�.BSDI�FBDI�ZFBS��

5IF�NPOJUPSJOH�PG�%JTUSJDU�T�mOBODJBM�BDUJWJUJFT�JT�FYQFDUFE�UP�CF�FYFDVUFE�PO�B�RVBSUFSMZ�CBTJT�
CZ�UIF�3$$T�BOE�4FDUPS�"HFODJFT�XJUI�B�QSPHSFTT�SFQPSU�DPNQMFUFE�BOE�DJSDVMBUFE�CZ�UIF�
%1$6��5IJT�TFSWFT�BT�B�CBTJT�UIBU�BMMPXT�UIF�"TTFNCMZ�BOE�UIF�HPWFSONFOU�UP�UBLF�BDUJPO�PO�
JTTVFT�UIBU�SFRVJSF�SFESFTT�CFGPSF�UIF�OFYU�BTTJHONFOU�JT�VOEFSUBLFO��"HBJO�JU�BMTP�TFSWFT�BT�
B�QFSGPSNBODF�BVEJU�UP�BTTFTT�UIF�FYUFOU�UP�XIJDI�QSPHSBNNF�JNQMFNFOUBUJPO�JT�EFMJWFSJOH�
iWBMVF�GPS�NPOFZw�

4.1 Revenue Sufficiency and Financial Autonomy                                                                       

5IF�JOBCJMJUZ�UP�HFOFSBUF�BEFRVBUF�MPDBM�SFWFOVF�JT�B�EPNJOBOU�QSPCMFN�PG�MPDBM�HPWFSONFOUT�
JO� EFMJWFSJOH� MPDBM� QVCMJD� TFSWJDFT� JO�(IBOB�� -PX� *('T� CZ� EJTUSJDUT� IBT� CFDPNF� B� SFHVMBS�
PDDVSSFODF�CFDBVTF�TPNF�EJTUSJDUT�IBWF�WFSZ�OBSSPX�SFWFOVF�CBTFT�EVF�UP�UIF�TUSVDUVSF�PG�
UIF� MPDBM�FDPOPNJFT�BOE�BDUJWJUJFT��0UIFST�IBWF�TUSPOH�SFWFOVF�CBTFT�CVU�EP�OPU�IBWF�UIF�
DBQBDJUZ�QPMJUJDBM�XJMM�PS�JODFOUJWFT�UP�JEFOUJGZ�BOE�DBQUVSF�UIPTF�CBTFT�PO�UIF�SFWFOVF�SPMM�JO�
PSEFS�UP�DPMMFDU�UIFJS�SFWFOVFT�	*(''�����
��"MTP�JO�NPTU�DBTFT�UIF�DPTU�JODVSSFE�CZ�MPDBM�
HPWFSONFOUT�JO�DPMMFDUJOH�UBYFT�GBS�FYDFFET�UIF�BDUVBM�SFWFOVF�SFBMJTFE��5BCMF���TIPXT�UIBU�
DVSSFOU�*('�SFWFOVF�DPMMFDUJPOT�CZ�..%"T�BSF�MPX�BOE�JODPOTJTUFOU�BDSPTT�UIF�SFHJPOT��5IF�
CVML�PG�SFWFOVFT�PS�GVOET�BWBJMBCMF�UP�..%"T�FNBOBUF�GSPN�DFOUSBM�HPWFSONFOU�USBOTGFST�BT�
XFMM�BT�EFWFMPQNFOU�QBSUOFS�TVQQPSU�TVDI�BT�UIF�%%'��%VF�UP�UIF�JOBCJMJUZ�PG�NPTU�EJTUSJDUT�UP�
SBJTF�FOPVHI�SFWFOVF�UP�TVQQPSU�UIFJS�HSPXJOH�GVODUJPOBM�SFTQPOTJCJMJUJFT�UIF�DFOUSBM�HPWFSO-

NFOU�UISPVHI�JUT�USBOTGFST�SFUBJOT�TJHOJmDBOU�PQFSBUJPOBM�DPOUSPM�XJUI�SFTQFDU�UP�UIF�VUJMJ[BUJPO�
PG�GVOET�BU�UIF�MPDBM�MFWFM��B�UZQJDBM�FYBNQMF�JT�UIBU�PG�UIF�%"$'��

4.0 Progress and Challenges
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Source: Computed from the 2014 composite budgets of the Districts
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4.2 Expenditure Assignment and Management

5IF�BTTJHONFOU�PG�GVODUJPOT�BOE�SFTQPOTJCJMJUJFT�BDSPTT�DFOUSBM�BOE�MPDBM�HPWFSONFOU�MFWFMT�
JO�(IBOB�JT�GSBHNFOUFE�JO�WBSJPVT�QJFDFT�PG�MFHJTMBUJPO�PGUFO�XJUI�JODPOTJTUFOU�BTTJHONFOUT�
DSFBUJOH�EVQMJDBUJPO�PG�BVUIPSJUZ�VOQSPEVDUJWF�PWFSMBQT�BOE� MFHBM�DIBMMFOHFT��5IF�BTTJHO-

NFOU�PG�GVODUJPOT�JT�BMTP�OPU�DMFBSMZ�EFmOFE��.BOZ�TFSWJDFT�JODMVEJOH�IFBMUI�DBSF�SPBET�BOE�
SVSBM�EFWFMPQNFOU�BSF�EFmOFE�PS�QSPWJEFE�BT�B�TIBSFE�SFTQPOTJCJMJUZ�SBUIFS�UIBO�BTTJHOJOH�
UIPTF�JOEFQFOEFOUMZ�UP�MPDBM�HPWFSONFOUT��5IF�MBDL�PG�DMBSJUZ�JO�BTTJHONFOU�VTVBMMZ�MFBET�UP�
UIF�VOEFS�QSPWJTJPO�PG�DFSUBJO�TFSWJDFT��5IF�GVOEJOH�NFDIBOJTN�TPNFUJNFT�DPOUSJCVUFT�UP�UIF�
DPOGVTJPO� JO� UIF� BTTJHONFOU� PG� SFTQPOTJCJMJUJFT�� 'PS� JOTUBODF� UIF� JOUSPEVDUJPO� PG� WBSJPVT�
FBSNBSLFE�USBOTGFST� MFBET�UP� MJNJUBUJPO�BOE� MBDL�PG� JOEFQFOEFODF�UP�BMMPDBUF�SFTPVSDFT�CZ�
MPDBM�HPWFSONFOUT�MFBEJOH�UP�UIF�DFOUSBM�HPWFSONFOU�IBWJOH�NPSF�PQFSBUJPOBM�BVUPOPNZ�JO�
MPDBM�HPWFSOBODF��5IJT� UFOET�UP�VOEFSNJOF�TVCOBUJPOBM�BVUPOPNZ�BOE�SFEVDFT�QSPEVDUJPO�
FGmDJFODZ��*U�BMTP�SFTUSJDUT�UIF�QPXFS�PS�BVUIPSJUZ�PG�TVCOBUJPOBM�HPWFSONFOUT�UP�BDU�PS�SFTQPOE�
UP�UIF�VOJRVF�OFFET�PG�UIF�MPDBM�UBYQBZFS�

����,QWHU�*RYHUQPHQWDO�7UDQVIHUV
)FBWZ�EFQFOEFODF�PO�SFWFOVF�USBOTGFST�GSPN�UIF�DFOUSBM�HPWFSONFOU�CZ�%"T�IBT�CFFO�UIF�
OPSN���*U�IBT�BMTP�CFFO�OPUFE�UIBU�UIF�%"$'�GPSNT�B�TJHOJmDBOU�SFWFOVF�TPVSDF�GPS�%"T��:FU�
UIF�%"$'�JT�QMBHVFE�CZ�XFBLOFTTFT�JODMVEJOH�NJTBMJHONFOU�PG�UIF�VUJMJ[BUJPO�PG�UIF�'VOE�GSPN�
JUT� PSJHJOBM� PCKFDUJWF� NBOBHFSJBM� MBQTFT� VOUJNFMZ� SFMFBTF� PG� UIF� GVOET� BOE� FYDFTTJWF������������
EFEVDUJPOT�CFGPSF�BMMPDBUJPO�UP�UIF�EJTUSJDUT�BT�XFMM�BT�XFBL�NPOJUPSJOH�QSPDFEVSFT�BU�CPUI�
UIF�OBUJPOBM�BOE�TVCOBUJPOBM�MFWFMT�PG�HPWFSONFOU�� 
  

5IJT�QSBDUJDF�VOEFSNJOFT�DPOmEFODF�BOE�SFWFOVF�HFOFSBUJOH�JOJUJBUJWFT�BU�UIF�MPDBM�MFWFM�

7DEOH�����,*)�RI�VHOHFWHG�'LVWULFWV�LQ�������*+ߕ��

Districts Total IGF Total Revenue -All Sources % of IGF to Total Revenue

Bia East
Birim Central
Dormaa West
East Mamprusi
Ekumfi
Ga South
Ho West
Offinso
Talensi
Wa West
Total 

164,258.25
882,771.73
125,435.63

86,641.45
158,727.54

1,528,325.03
195,015.76
450,171.12

83,112.50
81,955.71

3,756,414.72

1,911,324.69
4,524,155.72
1,295,967.01
3,813,770.06
1,715,081.88
4,917,379.00
2,304,565.01
4,067,628.72
3,821,988.17
6,164,078.49
34,535,938.75

8.59
19.51
9.68
2.27
9.25

31.08
8.46

11.07
2.17
1.33
10.88
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5BCMFT�������TIPX� UIF�EJGGFSFODFT� UIBU�FYJTU�CFUXFFO� UIF�%"$'� GPSNVMB�CBTFE�CVEHFUFE�
BNPVOUT�BOE�GVOET�UIBU�BSF�BDUVBMMZ�EJTCVSTFE��5IF�SFMBUJPOTIJQ�CFUXFFO�UIF�%"$'�CVEHFUFE�
BNPVOUT� BOE� BDUVBM� EJTCVSTFE� BNPVOUT� JT� TIPXO� JO� 'JHVSFT� �� �� ��� � 5BCMF� �� TIPXT� UIF�����������
DPOTUJUVUJPOBMMZ�NBOEBUFE���BMMPDBUJPOT�UP�UIF�%"$'�BDUVBM�SFMFBTFT�UP�UIF�%"$'�"ENJOJTUSB-

UPS�BOE�PVUTUBOEJOH�CBMBODFT�	JG�BOZ
�PG�UIF�$PNNPO�'VOE�GSPN������UP�������"T�UIF�5BCMF�
TIPXT�UIFSF�JT�OPU�B�TJOHMF�ZFBS�XJUIJO�UIF�QFSJPE�XIFSF�UIF�SFRVJSFE�BMMPDBUJPOT�XFSF�GVMMZ�
EJTCVSTFE��5IJT�JOEJDBUFT�UIBU�UIF�%"T�IBWF�CFFO�EFQSJWFE�PG�TPNF�GVOET�GPS�EFWFMPQNFOU��
5BCMF���PO�UIF�PUIFS�IBOE��TIPXT�UIF�CVEHFUFE�BNPVOUT�BDUVBM�SFMFBTFT�GSPN�UIF�DFOUSBM�
HPWFSONFOU� UP� UIF�%"$'�"ENJOJTUSBUPS�BOE�PVUTUBOEJOH�CBMBODFT�	JG�BOZ
�PG� UIF�$PNNPO�
'VOE�GSPN������UP�������5IF�UBCMF�TIPXT�UIBU�XJUI�UIF�FYDFQUJPO�PG������BOE������XIFSF�
BNPVOUT� SFMFBTFE� FYDFFEFE� CVEHFUFE� mHVSFT� BMM� UIF� PUIFS� ZFBST� TBX� TIPSUGBMMT� JO��������������������
allocations. 

Institute for Fiscal Studies Occasional Paper 10

Table 5: DACF disbursement based on 7.5% of Tax Revenue from 2008 – 2015

Source: Ministry of Finance, Author’s calculations based on MoF Fiscal Tables

Constitutionally mandated here refers to the 7.5% of total tax revenue that is legally required to be allocated to the DACF every year

322,458,885.53

349,314,559.80

472,102,307.55

733,206,768.98

929,165,792.70

1,404,908,270.70

2,201,922,444.23

1,794,849,266.85

8,207,928,296.33

252,075,728

153,497,792

410,281,200

621,951,335

406,512,700

498,898,500

1,470,439,451

330,309,000

4,143,965,706

70,383,157.53

195,816,767.80

61,821,107.55

111,255,433.98

522,653,092.70

906,009,770.70

731,482,993.23

1,464,540,266.85

4,063,962,590.33

Year

2008

2009

2019

2011

2012

2013

2014

2015

Total

7.5% of Tax Revenue WƌŽǀ͘�KƵƩƵƌŶ Outstanding Balance

13

  13 
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Figure 2: DACF disbursement relative to 7.5% of Tax Revenue from 2008 – 2015

7DEOH����'$&)�GLVEXUVHPHQW�EDVHG�RQ�DFWXDO�EXGJHW�ILJXUHV�IURP������������

/PUF��	��
�EFOPUFT�BNPVOUT�QBJE�JO�FYDFTT�PG�JOJUJBM�CVEHFUFE�mHVSFT�
Source: Ministry of Finance, Author’s Calculations

Years

Total/Average 6,528,180,222 4,143,965,706 2,384,214,516

Budgeted 

Amount

Outstanding 

Balance

2008
2009
2010

2012
2011

2013
2014
2015

WƌŽǀ͘�KƵƩƵƌŶ�Žƌ
 Actual Releases

234,290,700
352,723,045
434,484,803

847,087,069
554,623,850

1,149,286,950
1,369,764,728
1,585,919,077

252,075,728
153,497,792
 410,281,200
621,951,335
406,512,700
498,898,500
330,309,000

1,470,439,451

17,785,028*
199,225,253

24,203,603
67,327,485*

440,574,369
650,388,450

1,039,455,728
115,479,626
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)LJXUH����'$&)�GLVEXUVHPHQWV�UHODWLYH�WR�DFWXDO�EXGJHW�ILJXUHV�IURP������������

5IF�"VEJUPS�(FOFSBM�JO�IJT������SFQPSU�PO�UIF�NBOBHFNFOU�BOE�VUJMJ[BUJPO�PG�UIF�%"$'�BOE�
PUIFS� TUBUVUPSZ� GVOET� TUBUFE� DMFBSMZ� UIBU� UIF� EFmDJFODJFT� OPUFE� JO� UIF� PQFSBUJPOT� PG� UIF�����������
"TTFNCMJFT�DSFBUFE�BWFOVFT�GPS�TPNF�PGmDJBMT�JO��TPNF�"TTFNCMJFT�UP�NJTNBOBHF��GVOET�BOE�
SFTPVSDFT�PG�UIF�"TTFNCMJFT�BNPVOUJOH�UP�BQQSPYJNBUFMZ�()a������������EVSJOH�UIF�ZFBS�
VOEFS� SFWJFX�� 5IF� MBQTFT� BOE� EFmDJFODJFT� XFSF� JEFOUJmFE� JO� USBOTBDUJPOT� TVDI� BT� DBTI������
NBOBHFNFOU� XIJDI� SFQFBUFEMZ� SFDPSEFE� QBZNFOU� DZDMF� JSSFHVMBSJUJFT� VOTVCTUBOUJBUFE�����
QBZNFOUT� NJTBQQSPQSJBUJPO� BOE� NJTBQQMJDBUJPO� PG� FBSNBSLFE� GVOET�� *U� BMTP� OPUFE����������������
QSPDVSFNFOU�TUPSF�BOE�DPOUSBDU�JSSFHVMBSJUJFT�JO�UIF�USBOTBDUJPOT�PG�TPNF�"TTFNCMJFT�BT�XFMM�
BT� UBY� JSSFHVMBSJUJFT�� *O� UIF� TBNF� SFQPSU� UIF� "VEJUPS�(FOFSBM� NFOUJPOT� UIBU� NPTU� PG� UIF�����������
SFDPNNFOEBUJPOT�NBEF�CZ�IJT�PVUmU�UP��CPUI�UIF�.-(3%�BT�XFMM�BT�UIF�NBOBHFNFOU�PG�UIF�
..%"T�UPXBSET�UIF�JNQMFNFOUBUJPO�BOE�FOGPSDFNFOU�PG�BVEJU�SFDPNNFOEBUJPOT�IBWF�CFFO�
nPVUFE�PO�TFWFSBM�PDDBTJPOT��

"DDPSEJOH� UP� #BOGVM� 	����
� UIF� NFDIBOJTN� GPS� BMMPDBUJOH� UIF� %"$'� EPFT� OPU� FMJNJOBUF����������
QPMJUJDBMMZ�NPUJWBUFE�UBSHFUJOH�PG�UIF�HSBOU��4IF�NFOUJPOT�UIBU�QFS�DBQJUB�%"$'�HSBOUT�XFSF�
IJHIFS� JO� EJTUSJDUT� XIFSF� WPUF� NBSHJOT� JO� UIF� QSFWJPVT� QSFTJEFOUJBM� FMFDUJPO� XFSF� MPXFS���������
TVHHFTUJOH�UIBU�EJTUSJDUT�XJUI�NPSF�TXJOH�WPUFST�XFSF�UBSHFUFE��"DDPSEJOH�UP� �IFS� UIFSF� JT�
FWJEFODF� UIBU�%"$'� GPSNVMB� JOEJDBUPST�BOE� UIFJS�XFJHIUJOH�XFSF�DIPTFO�BOE�BNFOEFE� UP�
produce politically desired patterns of transfers.

107.6 %

43.5%

94.4%

112.1%

48.0% 43.4%

24.1%

92.7%

70.1%
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4.4 Political Autonomy 

"T�TUBUFE�FBSMJFS�POF�JNQPSUBOU�GBDUPS�UIBU�JT�DSJUJDBM�JO�UIF�TVDDFTT�PG�mTDBM�EFDFOUSBMJ[BUJPO�
JT�QPMJUJDBM�BVUPOPNZ��)PXFWFS�JO�(IBOB�T�DBTF�UIFSF�IBT�CFFO�JOEJSFDU�DPOUSPM�CZ�UIF�DFOUSBM�
HPWFSONFOU�JO�PWFSTFFJOH�NBUUFST�BU�UIF�MPDBM�MFWFM�VTVBMMZ�UISPVHI�UIF�BQQPJOUNFOU�PG�MPDBM�
HPWFSONFOU� MFBEFST�� 'PS� FYBNQMF�%JTUSJDU�$IJFG� &YFDVUJWFT� 	%$&T
� BSF� BQQPJOUFE� CZ� UIF�
1SFTJEFOU�PG�UIF�3FQVCMJD�XJUI�MFHBM�CBDLJOH�GSPN�UIF�-(�"DU�PG������4FDUJPO������*EFBMMZ�
TVDI�IJHI�SBOLJOH�MPDBM�HPWFSONFOU�PGmDJBMT�TIPVME�CF�FMFDUFE��"T�DBO�CF�FYQFDUFE�%$&T�
IPME�BMMFHJBODF�UP�UIF�DFOUSBM�HPWFSONFOU�BOE�BSF�EJSFDUMZ�BDDPVOUBCMF�UP�UIF�1SFTJEFOU��5IF�
DFOUSBM�HPWFSONFOU�IBT�DPOTJTUFOUMZ�VTFE�UIF�FYDVTF�PG�MBDL�PG�DBQBDJUZ�BU�UIF�MPDBM�MFWFM�GPS�
SFGVTJOH�UP�USBOTGFS�DPNQMFUF�QPMJUJDBM�BVUIPSJUZ�UP�MPDBM�HPWFSONFOUT��5IFSF�JT�OP�EPVCU�UIBU�
UIF�FYJTUJOH�IVNBO�BOE�PUIFS�SFTPVSDF�DBQBDJUJFT�BU�UIF�MPDBM�MFWFM�GBMM�TIPSU�PG�VOEFSUBLJOH�
OFX�BOE�FYQBOEFE� SFTQPOTJCJMJUJFT�� *OBEFRVBUF� USBOTGFS�PG�QPMJUJDBM�BVUPOPNZ�OPOFUIFMFTT�
VOEFSNJOFT�EFNPDSBUJD� MFBEFSTIJQ�BU� UIF� MPDBM� MFWFM��5IJT�QSBDUJDF�PG�QPMJUJDBM� JOUFSGFSFODF�
QSPNPUFT�VQXBSE�BDDPVOUBCJMJUZ�UP�UIF�DFOUSBM�HPWFSONFOU�JOTUFBE�PG�EPXOXBSE�BDDPVOUBCJMJ-
UZ� UP� UIF� MPDBM�DJUJ[FOT��5IF�QPMJUJDBM�BQQPJOUNFOU�PG� MPDBM�HPWFSONFOU�PGmDJBMT�BMTP�DPNQMJ-
DBUFT�UIF�TUSFOHUIFOJOH�PG�MPDBM�DPNQFUFODF�

5.0 Conclusion and Policy Suggestions  

5IF� mTDBM� EFDFOUSBMJ[BUJPO� GSBNFXPSL� PG� (IBOB� BCPVOET� XJUI� B� OVNCFS� PG� XFBLOFTTFT���
5IFTF�JODMVEF��FYDFTTJWF�DPOUSPM�BOE�JOUFSGFSFODF�CZ�UIF�DFOUSBM�HPWFSONFOU�JO�NBUUFST�BU�UIF�
MPDBM�HPWFSONFOU�MFWFM��MBDL�PG�DMBSJUZ�JO�UIF�EFmOJUJPO�PG�GVODUJPOBM�BTTJHONFOUT�PG�TVCOBUJPOBM�
HPWFSONFOUT��BOE�MJNJUFE�DBQBDJUZ�PG�MPDBM�HPWFSONFOUT�UP�SBJTF�BEFRVBUF�SFWFOVF�JO�PSEFS�
UP� CFDPNF� mOBODJBMMZ� JOEFQFOEFOU�� 'PS� MPDBM� HPWFSONFOUT� JO� (IBOB� UP� NFFU� UIFJS���������������������
SFTQPOTJCJMJUJFT� BOE� BEESFTT� CPUI� TIPSU� BOE� MPOH� UFSN� DIBMMFOHFT� JO� JNQMFNFOUJOH� mTDBM�
EFDFOUSBMJ[BUJPO�QPMJDJFT�UIFSF�JT�UIF�OFFE�UP�TUSFOHUIFO�UIF�FYJTUJOH�mTDBM�GSBNFXPSL��5IF�
GPMMPXJOH�SFDPNNFOEBUJPOT�BSF�NBEF�GPS�UIF�BUUFOUJPO�PG�QPMJDZ�NBLFST�UP�FOTVSF�FGGFDUJWF�
mTDBM�EFDFOUSBMJ[BUJPO�JO�(IBOB��
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5IF�PWFSBMM� PCKFDUJWF� JO�BOZ� SFGPSN�BHFOEB� UPXBSET� MPDBM�HPWFSONFOU� mOBODFT�TIPVME������
GPDVT� PO� JODSFBTJOH� SFMJBODF� PO� PXO� SFWFOVF�� � *OOPWBUJWF� XBZT� PG� NBOBHJOH� BOE������������
TVTUBJOJOH� UIF� SFWFOVF� TPVSDFT� BWBJMBCMF� UP� MPDBM� HPWFSONFOUT� NVTU� CF� FYQMPSFE������������
&NQJSJDBM�FWJEFODF�QPJOUT�UP�UIF�QSPQFSUZ�UBY�BT�IBWJOH�UIF�QPUFOUJBM�UP�QSPWJEF�BEFRVBUF���
FWFOVF� UP� MPDBM� HPWFSONFOUT� FTQFDJBMMZ� JO� EFWFMPQJOH� DPVOUSJFT�� 5IFSF� JT� UIF� OFFE������
UIFSFGPSF�UP�SFWJFX�BOE�JNQSPWF�UIF�QSPQFSUZ�UBY�BENJOJTUSBUJPO�TZTUFN�JO�(IBOB��

1.

-PDBM�HPWFSONFOUT�NVTU�TUSJWF�GPS�FGmDJFODZ�HBJOT�CZ�SFEVDJOH�UIFJS�PQFSBUJPOBM�DPTUT�BOE�
JOJUJBUJOH�QSPHSBNT� UP� JNQSPWF� SFWFOVF�HFOFSBUJPO��.VOJDJQBMJUJFT� JO� DPVOUSJFT� TVDI� BT�
/FQBM�BOE� *OEJB�IBWF�TIPXO�FODPVSBHJOH�SFTVMUT�CZ�SFEVDJOH� UIFJS� SFMJBODF�PO�DFOUSBM�
HPWFSONFOU�DBTI�USBOTGFST�UISPVHI�JNQSPWJOH�UIFJS�CJMMJOH�BOE�DPMMFDUJPO�PG�SFWFOVFT�BOE�
NJOJNJTJOH�PQFSBUJOH�DPTUT���5IFSF�NVTU�CF�TUSPOH�QPMJUJDBM�XJMM�BOE�EJTDJQMJOF�PO�UIF�QBSU�
PG� QPMJDZ� NBLFST� JO� UIF� JNQMFNFOUBUJPO� PG� QPMJDJFT� BOE� UIF� GPSNVMBUJPO� PG� UIF� SJHIU����������
NFDIBOJTNT�GPS�FWBMVBUJOH�UIF�DPTUT�BOE�CFOFmUT�PG�JOTUJUVUJOH�QSPHSBNT�

��
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$MFBSFS�EFMJOFBUJPO�PG�FYQFOEJUVSF�SFTQPOTJCJMJUJFT�BDSPTT�UIF�WBSJPVT�MFWFMT�PG�HPWFSONFOU�
JT�OFDFTTBSZ�BOE�DSVDJBM�FTQFDJBMMZ�JO�UIF�BSFBT�PG�TPDJBM�EFWFMPQNFOU�IFBMUIDBSF�BOE�
FEVDBUJPO��5IFSF�JT�BMTP�UIF�OFFE�UP�FOTVSF�B�USBOTQBSFOU�SFMJBCMF�BOE�SFHVMBS�USBOTGFS�
TZTUFN�TQFDJmDBMMZ�JO�UIF�EJTCVSTFNFOU�PG�UIF�%"$'��

5IF�MJNJUBUJPO�PG�..%"T��BCJMJUZ�UP�CPSSPX�NVTU�CF�BEESFTTFE�XJUI�TUSPOH�SJTL�NJUJHBUJOH�
NFBTVSFT�BOE� MFHBM� GSBNFXPSL��$PVOUSJFT�TVDI�BT� UIF�1IJMJQQJOFT�BOE� *OEPOFTJB�BMMPX�
MPDBM�HPWFSONFOU�CPSSPXJOH�XJUIJO�B�SFHVMBUFE�GSBNFXPSL�

3.

4.

925

%FmDJFODJFT� JO� UIF� PQFSBUJPOBM� DBQBDJUJFT� BU� UIF� MPDBM� HPWFSONFOU� MFWFMT� NVTU� CF�
BEESFTTFE� UISPVHI�QBSUOFSTIJQT�XJUI� UIF�QSJWBUF�TFDUPS�DJWJM�TPDJFUZ�PSHBOJ[BUJPOT�BOE�
JOUFSOBUJPOBM�EFWFMPQNFOU�BHFODJFT��

5.
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"LBJ�BOE�4BLBUB�	����
�i'JTDBM�%FDFOUSBMJ[BUJPO�$POUSJCVUFT�UP�&DPOPNJD�(SPXUI��&WJEFODF�
GSPN�4UBUF�MFWFM�$SPTT�TFDUJPO�%BUB�GPS�UIF�6OJUFE�4UBUFT�w�"DBEFNJD�1SFTT��+PVSOBM�PG�6SCBO�
&DPOPNJDT���	����
������

"OLBNBI�4�4BNVFM�	����
�i5IF�1PMJUJDT�PG�'JTDBM�%FDFOUSBMJ[BUJPO�JO�(IBOB��"O�0WFSWJFX�PG�
UIF�'VOEBNFOUBMTw�1VCMJD�"ENJOJTUSBUJPO�3FTFBSDI��7PM���/P���������

"OUXJ� +PTFQI� 	����
� i4UBLFIPMEFS� "OBMZTJT� PG� 3PMFT� BOE� 3FTQPOTJCJMJUJFT� JO� UIF�������������������������
*NQMFNFOUBUJPO�PG�'JTDBM�%FDFOUSBMJ[BUJPO�1PMJDZ�3FGPSN�JO�(IBOBw�*OTUJUVUF�PG�-PDBM�(PWFSO-

NFOU�4UVEJFT�

"VEJUPS�(FOFSBM�T�%FQBSUNFOU�	����
�i3FQPSU�PG�UIF�"VEJUPS�HFOFSBM�PO�UIF�.BOBHFNFOU�BOE�
6UJMJ[BUJPO� PG� %"$'� BOE� PUIFS� 4UBUVUPSZ� 'VOET� GPS� UIF� :FBS� &OEFE� %FDFNCFS� ����w��������������
(PWFSONFOU�PG�(IBOB�"DDSB�(IBOB�

#BIM�3PZ�	����
�i*NQMFNFOUBUJPO�3VMFT�GPS�'JTDBM�%FDFOUSBMJ[BUJPOw�(FPSHJB�4UBUF�6OJWFSTJUZ

#BOGVM�#�"GVB�	����
�i%P�*OTUJUVUJPOT�3FEVDF�$MJFOUFMJTN �"�4UVEZ�PG�UIF�%JTUSJDU�"TTFNCMJFT�
$PNNPO�'VOE�JO�(IBOBw�*'13*�%JTDVTTJPO�1BQFS������

#JSE�BOE�7BJMMBODPVSU�	����
�i'JTDBM�%FDFOUSBMJTBUJPO�JO�%FWFMPQJOH�$PVOUSJFTw�6OJUFE�,JOH-

EPN��$BNCSJEHF�6OJWFSTJUZ�1SFTT

#PTDINBOO� /JOB� 	����
� i'JTDBM� %FDFOUSBMJ[BUJPO� BOE� 0QUJPOT� GPS� %POPS� )BSNPOJTBUJPO�w��
#FSMJO�%FDFNCFS��

#PTPNQFO�#FMPU�+PZB�BOE�.FKÓB�EF�1FSFJSB�	����
�i"TTFTTNFOU�PG�UIF�7JBCJMJUZ�PG�111T�BOE�
4VCOBUJPOBM�-FOEJOH�JO�(IBOBw�8PSME�#BOL�11*"'�o�4/5

%FWLPUB�,�-��	����
�i*NQBDU�PG�'JTDBM�%FDFOUSBMJ[BUJPO�PO�&DPOPNJD�(SPXUI�JO�UIF�%JTUSJDUT�
PG�/FQBMw�*OUFSOBUJPOBM�$FOUFS�GPS�1VCMJD�1PMJDZ�8PSLJOH�1BQFS����o����

%JDL�4BHPF�$��	����
�i4VSWFZ�PG�-JUFSBUVSF�PG�'JTDBM�%FDFOUSBMJ[BUJPO�BT�B�4VTUBJOBCMF�-PDBM�
%FWFMPQNFOU�5PPM�JO�(IBOB�w�+PVSOBM�PG�4VTUBJOBCMF�%FWFMPQNFOU�JO�"GSJDB���	�
���������

'BSJEJ� ;�.VIBNNFE� 	����
� i$POUSJCVUJPO� PG� 'JTDBM�%FDFOUSBMJ[BUJPO� UP� &DPOPNJD�(SPXUI��
&WJEFODF�GSPN�1BLJTUBOw�1BLJTUBO�+PVSOBM�PG�4PDJBM�4DJFODFT�7PM�����/P����	+VOF�����
�QQ�
1-13

'SJFESJDI�&CFSU�4UJGUVOH�i"�(VJEF� UP�%JTUSJDU�"TTFNCMJFT� JO�(IBOBw�'SJFESJDI�&CFSU�4UJGUVOH�
(IBOB
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