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Disclaimer

This report has been prepared by a joint team from the Overseas Development Institute, UK
(ODI) and the Centre for Demaocratic Development, Accra (CDD), who were commissioned
to undertake an independent evaluation of the impact of Multi Donor Budget Support
(MDBS) in Ghana. It comprises the final draft of the Final Report, which has been amended
in the light of comments received by the Government of Ghana, the MDBS partners and
other relevant stakeholders.

The evaluation was undertaken over August 2006 to May 2007. The bulk of field work was
undertaken over August and September 2006, with preliminary observations presented at a
retreat of the key MDBS stakeholders in Akosombo during October. Following a further brief
field visit in November, conclusions were finalised in early 2007, amended in the light of
comments received and then formally presented at two workshops held in Accra in April
2007. This final draft incorporates comments received at those workshops as well as further
work on gender issues undertaken in May 2007. The participatory nature of the evaluation
has allowed the Government of Ghana and the MDBS partners to incorporate ideas from the
evaluation process both into aspects of Government policy and into the evolving design of
the MDBS arrangements. This report may thus be said to capture a historical snapshot of a
process which has been consistently progressing and developing.

Many people have assisted the evaluation team by compiling and making data available, by
giving access to documentation and by offering their opinions and interpretations. These
people are too numerous to mention individually but we nevertheless express our heartfelt
thanks to them. We would like to express our particular gratitude to the honourable Deputy
Minister Dr. Akoto Osei and to Mrs. Effie Simpson-Ekuban, Head of the MDBS Technical
Secretariat who have coordinated inputs from the Government-side and to Dr. Christian
Rogg of DFID and his fellow members of the MDBS Evaluation Steering Group.

Work has been financed by the UK Department for International Development (DFID) on
behalf of the Government of Ghana and the MDBS Development Partners. Nevertheless,
responsibility for the opinions presented in this report rests exclusively with the authors and
should not be attributed to the Government of Ghana, to UK DFID or to the MDBS partners.
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Abbreviations

AAP HIPC Expenditure Tracking Assessment and Action Plan
ADMU Aid and Debt Management Unit

AESOP Annual Education Sector Operational Plans
AFD Agence Frangaise de Développement

AG Auditor General

AGI Association of Ghana Industries

APL Adaptable Programme Loans

APR Annual Progress Report

APRM African Peer Review Mechanism

ART Anti-Retroviral Treatment (also ARV)

ARV As above

BDI Budget Deviation Index

BECE Basic Education Certificate of Examination
BOR Bed Occupancy Rate

BPEMS Budget & Public Expenditure Management System
CAGD Controller & Accountant General’'s Department
CDD Centre for Democratic Development, Accra
CDF Comprehensive Development Framework
CEPA Centre for Policy Analysis

CFAA Country Financial Accountability Assessment
CGS Capitation Grants Scheme

CHO Community Health Officer

CHRAJ Commission on Human Rights and Administrative Justice
CIDA Canadian International Development Agency
CPAR Country Procurement Assessment & Review
CSO Civil Society Organisation

DAC Development Assistance Commission

DACF District Assembly Common Fund

DAIA Deprived Area Incentive Allowance

DBS Direct Budget Support

DFID Department for International Development
DHIF District Health Insurance Fund

DOVVSU Domestic Violence and Victim Support Unit
DP Development Partner

DVvB Domestic Violence Bill

EC European Commission
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EMIS Education Management Information System
EQ Evaluation Question

ESAF Extended Structural Adjustment Facility (IMF)
ESP Education Strategic Plan

FC Finance Committee

GAS Ghana Audit Service

GBS General Budget Support

GDP Gross domestic product

GER Gross Enrolment Ratio

GET Fund Ghana Education Trust Fund

GHS Ghana Health Service

GLSS Ghana Living Standards Survey

GNI Gross National Income

GoG Government of Ghana

GPI Gender Parity Index

GPRS Ghana Poverty Reduction Strategy

H&A Harmonisation & Alignment

HIPC Highly Indebted Poor Countries (debt relief) initiative
IEA Institute of Economic Affairs

IFI International Finance Institution

IGF Internally generated funds

IMF International Monetary Fund

IPPD Integrated Personnel and Payroll Database
ISSER Institute for Statistical, Social and Economic Research
JICA Japanese International Cooperation Agency
JSS Junior Secondary School

MDA Ministry, Department or Agency (Budget vote holding entities)
MDBS Multi Donor Budget Support

MDG Millennium Development Goals

MDRI Multi-lateral Debt Relief Initiative

MoFA Ministry of Food and Agriculture

MoFEP Ministry of Finance & Economic Planning
MOH Ministry of Health

MoPSR Ministry of Public Sector Reform

MoU Memorandum of Understanding

MOWAC Ministry of Women and Children’s Affairs
MTEF Medium Term Expenditure Framework
MTPP Medium Term Priority Programme

NCCE National Commission for Civic Education

ODI & Ghana Centre for Democratic Development; June 2007




NDC

National Democratic Congress

NDPC National Development Planning Commission
NEPAD New Partnership for African Development

NHIF National Health Insurance Fund

NHIS National Health Insurance Scheme

NIRP National Institutional Renewal Programme

NPP New Patriotic Party

ODA Official Development Assistance

OPD Out-patients’ Department

PAC Public Accounts Committee

PAF Performance Assessment Framework (for the MDBS)
PEF Private Enterprise Foundation

PEFA Public Expenditure & Financial Accountability
PETS Public Expenditure Tracking Survey

PFM Public Finance Management

PRGF Poverty Reduction and Growth Facility (IMF)

PRS Poverty Reduction Strategy

PRSC Poverty Reduction Support Credit (World Bank)
PSD Private Sector Development

PSIA Poverty & Social Impact Assessment

PSR Public Sector Reform

PUFMARP Public Finance Management Reform Programme
PWDs Persons with disability

S&MTAP Short & Medium Term Action Plan (for PFM reform)
SFO Serious Fraud Office

SIL Specific Investment Loans

SSNIT Social Security & National Insurance Trust

SWAp Sector Wide Approach

TA Technical Assistance

TI Transparency International

TUC Trades Union Congress

UNDP United Nations Development Programme

UNICEF United Nations Children’s Fund (formerly International Children’s Emergency Fund)
USAID United States Agency for International Development
WAJU Women and Juvenile Unit of the Police
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Executive Summary

General Budget Support in Ghana has been provided since 2003 through a harmonised
Multi-Donor Budget Support arrangement. The evaluation team assessed what impact this
process has had, utilising the enhanced evaluation framework for budget support, developed
under the OECD-DAC'’s seven country evaluation of budget support.

The design of the MDBS in Ghana

The objectives of the Ghana MDBS have been broadly consistent with those underlying the
evaluation framework, with two significant points of difference. Firstly, the use of budget
support was not designed as part of a wider strategy to restructure aid provision away from
more traditional modalities. Secondly, there has been little attention to shifting resources on-
budget and to promoting reliance on national structures of democratic accountability. These
differences were reflected in the design of the MDBS:

» |nterms of funds, the MDBS has comprised budget support transfers of the order of
US $300 million per year. These represented in 2003, 39% of total ODA and 13% of
total spending, declining to 27% and 9% respectively by 2005.

» Dialogue and conditionality represented key inputs in the MDBS design. A special
feature has been the use of a performance payment as an incentive for increased
attention to reforms. This has represented some 20-30% of MDBS disbursements.

*» The use of a common Framework Memorandum, a harmonised PAF and a
disbursement schedule linked to the budget cycle have been important inputs to
ensure harmonisation and alignment of the MDBS.

» Technical Assistance and capacity building have taken place in parallel to the
MDBS under project-specific arrangements. The initial proposal to develop a pooled
Technical Assistance Fund for the MDBS was not taken up by the Government.

The immediate effects of the MDBS

GBS should directly affect the size and share of external funding subject to the national
budget, the scope and structure of policy dialogue and the overall harmonisation and
alignment of external assistance. The following MDBS effects were identified in these areas:

=  Programme aid flows (including HIPC) were 12 % of total aid flows in 1999, reached
a peak of 58% in 2002 and declined to 35% in 2005. Over 2003 — 2005 - most of
the lifetime of the MDBS, there is a decline in programme aid financing, both in real
terms and as a relative proportion of total aid flows.

» |n the absence of a sustainable shift in the proportion of external resources on-
budget, Ghana has not experienced the positive effects of increasing the
importance of the budget and its mechanisms of accountability.

=  Qver 2003 -2006, annual MDBS disbursements have been within +/- 10 % of

pledged disbursements and in three of these years within +/- 5 % of pledges. The
MDBS has therefore scored well on predictability in relation to other modalities.
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= There was also evidence of lower levels of transaction costs for the MDBS in
relation to other modalities, even if transaction costs were still seen to be higher
than necessary and amenable to further reductions.

» The most significant immediate effects of MDBS have been in relation to policy
dialogue and conditionality. Here, important improvements have been identified in
terms of ownership and responsibility for the policy process, as well as in the quality
of prioritisation, target setting and monitoring. New government wide structures for
policy dialogue have been created through the sector working groups’ framework.

»= On the other hand, the use of the PAF both as a monitoring framework and as a
conditionality mechanism has created contradictory incentives in which GoG has
sought to establish modest performance targets (so as to secure predictable levels
of budget support) while MDBS partners have pushed for more ambitious targets. It
has created a relatively confrontational structure of dialogue, in which there has
been much attention to the detail of assessment processes, often at the expense of
open discussion over strategic problems and their potential solutions.

» The contribution of the MDBS towards the harmonisation and alignment of the aid
process has been modest but it has demonstrated the major contribution that it
might make in the future. It must firstly assume a larger scale overall and
management arrangements must be adjusted so as to reduce the high transaction
costs generated by the current processes of negotiating and assessing the PAF.

The outputs and outcomes of the MDBS

= At the macroeconomic level, there is evidence that MDBS resources have been
used prudently. They have facilitated a reduction in the fiscal deficit, simultaneous
with a recovery in public spending and reductions in domestic interest payments
and in the domestic debt stock. However, relative to macro aggregates and total aid
flows, MDBS flows have been of modest and diminishing importance.

»= On the contribution of MDBS towards improving public policy processes, the
evidence points to a positive but modest role in facilitating and encouraging
improvements to policy on private sector development and on public sector reform.

= While voicing some complaints, private sector representatives are clear that the
business environment is probably the best that it has been since independence.
The MDBS per se has been a marginal influence, although the inclusion of PSD
targets and triggers in the PAF may have helped to sharpen the focus on specific,
time-bound actions.

= The MDBS arrangements may have influenced the decision to create the MOPSR

(which, in fact, was a trigger provision), and its PAF provisions probably assisted in
translating general PSR objectives into specific, monitorable actions.

The composition of public spending and the quality of PFM systems
Increases in discretionary spending are perceived as one of the main potential benefits of

budget support, while the strengthening of Ghana's PFM systems has been a principal focal
point of the MDBS dialogue. The evaluation assessed performance as follows:
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Over 2004 to 2006, the share of discretionary spending exceeded 60 % of total
spending, as compared with a trend level of some 58 % over the previous five
years. An increased share of wages and salaries has been a feature of this but the
trend increase is also discernible in non-wage discretionary spending.

= The MDBS period has seen significant increases in the real level of spending on
identified poverty-reducing areas and in their relative share in total spending. In
real terms, actual spending doubled between 2002 and 2005, increasing from 28
% to 35 % of expenditure over the same period. The growth of discretionary
resources has facilitated this but the monitoring of poverty reducing expenditures
has been a more significant source of MDBS influence.

= There has been an active programme of PFM reforms which has introduced
changes across a number of areas, notably procurement, internal and external
audit, financial management systems, payroll and cash and treasury management.

= The overall scope and number of reform actions which have been implemented
over 2003 to 2006 is exceptional and suggests a Government commitment to an
effective PFM system. On the other hand, reform implementation has been slow
and there are signs that political commitment is fluctuating and incomplete.

= Despite the considerable body of reform measures, these have had limited impact
to date on the actual performance of the PFM system. This may be seen from a
comparison of the 2006 PEFA, with the 2001 and 2004 HIPC AAPs. The problem
of large deviations between budgets and actual expenditures has also persisted.

The lack of progress is partly attributable to underlying weaknesses in the civil service and
partly to the long gestation period which PFM institutional and systems reforms necessarily
have. However, there are also indications of mistakes in reform choices and in their
sequencing — notably in the almost exclusive emphasis on long-term systems development
and the limited attention given to improving budget formulation procedures.

GoG and DP representatives attested to the important role of the MDBS dialogue. These
have helped to sustain commitment to reform. However, the structure of MDBS dialogue —
notably the focus on narrowly defined policy triggers and the tying of conditional resources to
these triggers — did not promote the sort of open discussion of problems which might have
resolved the sequencing issues and helped to develop a more balanced strategy.

Effects upon the volume and pro-poor focus of public service delivery

During the MDBS period, health and education have received significant increases in budget
allocations, growing substantially in real terms and attracting increased shares of
discretionary expenditure. A major driver of increased budgets has been the rise in wages
and salaries won by heath and education workers. However, the direct financing of the
MDBS has been a facilitating factor and the emphasis accorded to social sector spending
within MDBS dialogue also appears to have been influential.

= Access to education services in Ghana has improved significantly. There has been
a 5% growth in the number of public schools and an 8% growth in the number of
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teachers between 1999/00 and 2004/05. Total enrolment of 6-11 year pupils, in
private and public schools, jumped by nearly 20 % over 2004/05 to 2005/06.

The introduction of the Capitation Grants Scheme, alongside the abolition of
school levies, was a major contributor to this result. Although it was rooted in
earlier government initiatives, the CGS was a PRSC measure, whose
implementation has been followed closely in the MDBS dialogue.

Expansion of education provision has been accompanied by a significant
narrowing of the disparity in primary GERs between the 40 most deprived districts
and other districts. The gap between female and male primary GERs has also
closed, moving the Gender Parity index from 0.9 to 0.95 over 1999/00 to 2005/06.

Increases in the level of health funding have yet to translate into commensurate
improvements in the scale and quality of health services provided, despite active
dialogue and close monitoring at sector and MDBS levels. Allocative efficiency has
been hampered by the fragmentation of sector budgets, the lack of control over the
wage bill and the rising administrative costs of health service provision.

There has been a long-running failure to find a sustainable and satisfactory
resolution of the problem of meeting health user fees for the poor, either from an
improvement in the operation of the exemption scheme or from successful
introduction of the National Health Insurance Scheme. This must be seen as a
failure in the process of policy dialogue.

The MDBS contribution to Governance and Democratic Accountability

Since 2001, policy making and budget processes have shifted from a nearly
exclusive focus on the Executive Branch and Ministry of Finance to greater
involvement of Parliament and non-state actors. There remain problems of under-
resourcing of Parliamentary Committees and time constraints on the budget
debate but there is no doubt of the growing role of Parliament and its Committees.

Participation of the non-state sector and of civil society and independent research
and advocacy organizations in the budget process has also been growing over the
period of the MDBS. MoFEP has created entry points for private sector and civil
society bodies to provide input into the budget and policy process and these
opportunities have been actively taken up.

Governmental transparency has grown and the exchange of government
information with non-state actors has increased; respect for human rights has
continued to improve. There has been improved access to justice (partly due to
increased funding to CHRAJ and to the Legal Aid Board) and increasing attention
to prison reforms.

In relation to women'’s rights, the creation of the Ministry of Women and Children’s
Affairs (MOWAC) in 2001 is notable, since when there has been a deepening of
MOWAC involvement in work related to the welfare of women and children. There
has also been progress in reorganizing the Women and Juvenile Unit of the Police
as the Domestic Violence and Victim Support Unit (DOVVSU).
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= However, decentralization reforms have stalled on all fronts (administrative,
political and fiscal). GoG has failed to deliver on its 2001 promise to enact
legislation promoting public access to information. Political patronage remains
endemic and perceptions of public corruption remain high.

= The improvements in governance and democratic accountability during the MDBS
period have followed a steady, well-established path of ongoing political reforms.
They have been driven by government efforts to strengthen governance, although
the MDBS dialogue has encouraged the government to stay on track and to
deepen such reforms. On the other hand, key governance and democratic
accountability deficits persist despite MDBS dialogue.

Efficiency and effectiveness of the MDBS

The overall role of the MDBS has been more one of facilitation of a number of positive
effects rather than clear-cut causation of any single major output or outcome. However,
three important things can be said with a reasonable degree of certainty:

. The MDBS has provided just under 10 % of total government spending over 2003 -
2006. In the absence of this financing, it would not have been possible
simultaneously to reduce the stock of domestic debt and to raise both in absolute and
relative terms the level of allocations to poverty-reducing expenditures.

. The MDBS dialogue has been clearly influential, creating operational structures for
dialogue over cross-cutting and sectoral policies where previously they did not exist,
helping to generate relevant policy responses to specific government concerns and
helping also to sustain government commitment to reform.

. There is no single area where the MDBS dialogue can be said to have been a
decisive influence but there have been a number of important developments in policy
and public spending, which have been facilitated by the MDBS:

0 The macro-economic picture has strengthened.

0 The environment for the private sector has improved.

0 Implementation of reforms to procurement procedures and to PFM systems
have proceeded steadily, if not dramatically.

0 The relative roles of Parliament and of CSOs within the budgetary process
have been strengthened.

0 Improvements have also been made in broader aspects of governance.

0 There has been an increase both in the real resources and in the relative
shares allocated to ‘poverty-reducing’ spending areas; and,

0 In the education sector at least, this has translated into improvements in

access and equity.

These are important achievements. This set of benefits could not plausibly have been
provided through other aid modalities, which cannot provide resources in such a fungible
form as budget support can. Nor could the scope of the MDBS policy dialogue have been
reproduced even through a series of sectoral arrangements because it has covered
important cross-cutting issues as well as sectoral questions.
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Taking all of these considerations together, we would judge that the Ghana MDBS has
represented an efficient and effective use of aid resources.

On the other hand, there have been significant weaknesses in the scope and nature of policy
dialogue, which derived from the specific design chosen for the MDBS arrangement. In the
absence of these design faults, we contend that more substantial benefits would have been
achieved with the same amount of resources.

Should the scale of MDBS disbursements have been higher?

Was the size and scope of the MDBS appropriate to the development opportunities available
over 2003 — 20067 Here, a distinction needs to be drawn between expanding MDBS to
increase overall flows of external assistance and an expansion of the MDBS relative to other
modalities. Regarding the former, the weaknesses in the GoG planning and implementation
systems which existed in 2003 and the fact that many of these have persisted would
constitute grounds for caution in expanding the overall level of external assistance to GoG.
Nevertheless, there are areas of public spending (such as the Capitation Grant Scheme)
where benefits have been generated and where there appears to be absorptive capacity.

There is a stronger argument for an increase in the scale of MDBS relative to other external
assistance modalities. We have found some evidence that the MDBS funds were both more
predictable and lower in transaction costs than other modalities. There would thus have
been a good case for switching funding for recurrent spending from project or common
basket fund modalities to the MDBS.

The impact of the MDBS on poverty reduction

The most recent published data on poverty levels and profiles derive from the 1998/ 99
GLSS. Until data from the 2005/ 06 GLSS are processed and analysed, it will not be
possible to say anything robust about the impact of the MDBS on poverty. The evaluation
therefore assessed the likelihood of a favourable impact on poverty trends in the future.

Important developments in policy and public spending have occurred, which have been in
part facilitated by the MDBS, and which seem favourable to poverty reduction. However, for
such developments to impact systematically and effectively on poverty, a number of
institutional weaknesses would need to be overcome:

« The ability of current processes of sector policy formulation, budget preparation and
execution to convert allocations into actions would need to be strengthened.
Strategies are often poorly conceived, the budget structure does not permit the use of
programmes as a focus for budget allocation and service management, and budget
execution continues to deviate sharply from planned budgets.

« With regard to empowerment, the evaluation considered the role of gender
programmes in bringing greater budgetary and policy priority to women. In terms of
procedures, such issues are now given explicit attention in budget guidelines and in
terms of policy priority, there are examples of gender-focused adjustments to policy in
agriculture, education, health and police. On the other hand, the reasons for
exclusion of women and other vulnerable groups from publicly financed services are
some way sort of being comprehensively addressed.
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The evaluation concluded that although there is evidence of the MDBS having a positive
influence on pro-poor policies and spending, the institutional environment displays too many
weaknesses to be confident about the final impact on poverty.

Recommendations for the improved design of the MDBS

The MDBS has done enough to demonstrate that it can be an efficient and effective modality
but it has been managed in a way which did not maximise its value as a tool of policy
dialogue and as a predictable and efficient aid modality. The evaluation recommends an
adjustment of the design with six objectives in mind:

« To re-conceive the MDBS as a method of budget financing and not a tool of policy
leverage.

« To focus greater attention on the results of enhanced budget spending, as the basis
for judging progress over the medium term.

« To redesign the MDBS as a mechanism for enhancing internal accountability,
relegating external accountability to a supportive role.

« To change the methods used by the MDBS to promote effective institutional and
policy reforms, employing an approach based upon open and unconditional dialogue
rather than conditional disbursements.

« As a consequence, to condition annual disbursements upon the maintenance of the
due processes of public spending rather than the completion of reforms.

« Finally, to reinforce the original objective of minimising transaction costs.

The achievement of these objectives will require changes to three core elements of the
MDBS design: a) the framework of conditionality; b) the PAF and the accompanying systems
of monitoring performance; c) the assessment tools and review structures for the MDBS.

The single most important change is to move away from the current structure of
conditionality for disbursements, divided between a base payment and a performance
payment. There is no evidence that this is generating effective incentives for the faster
implementation of reforms but it is undermining the quality of dialogue, generating
unnecessarily high transaction costs and diverting attention from more fundamental issues. It
should be replaced with a framework which would have three elements:

« Definition and annual monitoring of ‘due process’ requirements, as the basis for judging
continued annual eligibility for budget support;

. Definition and annual monitoring of the results of public spending, as the basis for a
medium term decision over the continuation or scaling-up of budget support; and

. Setting of annual targets for key policy and reform initiatives as a framework for
assessing progress and organising open dialogue on reform options and strategies.
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The successful implementation of these changes will require parallel steps by Government:
« To putin place a clear and definitive aid policy;

« To strengthen the budget formulation process, notably to reduce the fragmentation
between salaries and other items; and

« To strengthen the absorptive capacity of Government, starting with the design and
implementation of a capacity building programme for MoFEP and NDPC and with
concerted efforts to address issues of pay and remuneration across the civil service.

The need for these measures is well acknowledged by Government and significant changes
are planned over the course of 2007, several of which were presaged in the Budget Speech
of November 2006. To assist these processes, Annex 5 provides guidance on the possible
content of an aid policy.

Ideas on the re-design of the MDBS management arrangements were discussed at the
Akosombo retreat of October 2006 and again at the evaluation dissemination workshops of
April 2007. Significant aspects of these recommendations have been taken up, although at
the time of finalisation of the evaluation, the reflection and debate necessary to reach final
decisions on these matters was still ongoing.
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1 Introduction and Conceptual Framework

1. This report has been prepared by a joint team from the Overseas Development Institute,
UK (ODI) and the Centre for Democratic Development, Accra (CDD), commissioned to
undertake an independent evaluation of the impact of Multi Donor Budget Support (MDBS)
in Ghana. It presents our conclusions and our recommendations for the future design and
management of the MDBS. It has benefited from an extensive set of comments on the
original draft report provided by the Government of Ghana, the MDBS partners and other
stakeholders. Significant amendments have been made in the light of these comments — in
particular to the length and structure of the report and in the level of detail with which
recommendations have been developed. Nevertheless, it remains an independent report,
presenting the conclusions and recommendations of the authors.

1.1 Objectives of the MDBS Evaluation

2. General Budget Support in Ghana has been provided since 2003 through a harmonised
Multi-Donor Budget Support arrangement. The evaluation team have assessed what impact
this process has had, utilising the enhanced evaluation framework for budget support,
developed under the OECD-DAC’'s seven country evaluation of budget support. The
purpose of the evaluation has been to assess to what extent, and under what
circumstances, General Budget Support (GBS) in Ghana has been relevant, efficient
and effective in achieving sustainable impacts on poverty reduction and growth.

3. The evaluation has a forward-looking perspective and has considered not only what has
happened but also how, why, and in what context, the Ghana MDBS has attained its
objectives. In this way, it has identified lessons which may provide the basis for
recommendations on future practice. These could inform :

« The design and implementation of future GBS operations — in Ghana and elsewhere.

« Changes in GBS policies, approaches and methods within the Government of Ghana
and within the development agencies involved in the Ghana MDBS;

« Animproved understanding of when and where GBS is the appropriate and relevant
instrument of support to poverty reduction and growth processes.

1.2 Approach and Methodology

4. The methodology is based on the General Budget Support Evaluation Framework
(Booth and Lawson, 2004) developed under the auspices of the OECD Development
Assistance Committee’s (OECD-DAC) evaluation network. This was enhanced during the
subsequent DAC evaluation of General Budget Support in 7 countries (IDD and Associates
2006). The Ghana MDBS evaluation team has made further, minor modifications, whilst
ensuring comparability with the seven country evaluation. A departure from the earlier
evaluation is that the examination of gender issues has been integrated within the evaluation
framework, recognising their importance at the output and outcome levels in achieving a
balanced impact on poverty reduction.

5. The Evaluation Framework applies the standard evaluation criteria of the DAC —
relevance, effectiveness, efficiency, impacts and sustainability. Further details of the
methodology — including notably the approach to the ‘triangulation’ of sources of evidence —
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can be found in Booth and Lawson (2004) and in IDD & Associates, Notes on Approach and
Methodology (2006).

Figure 1.1: Summary of Evaluation Framework

Level 1 - General Budget Support Inputs

MDBS Funds

Policy dialogue and related Conditionality

TA/capacity building

GBS aligned to government policies and systems and harmonised across donors

Level 2 - The Immediate Effects — changed relationship between external assistance
and the national budget/national policy process

e More external resources for the government (additional funding)

e Proportion of external funds subject to national budget process increased (increased government
control over external resources & increased fungibility of resources)

Increased predictability of external funding for government

Policy dialogue and conditions focused on strategic issues (rather than project issues)

TA/capacity building established to improve PFM Processes and Pro-Poor Sector Policies:

Donor activities more harmonised & external assistance more aligned with government policies and
systems

|

Level 3 - The Outputs — positive changes in the financing and institutional framework
for public spending and public policy
e Partner government is encouraged and empowered to strengthen PFM systems
Partner government is encouraged and empowered to strengthen pro-poor policies and processes
Allocative and Operational efficiency of public expenditure is enhanced
Aggregate fiscal discipline and macroeconomic management are improved
Intra-government incentives and capacities are strengthened
Democratic accountability is enhanced

|

Level 4 - The Outcomes — Government capacity to reduce poverty enhanced

e  More resources flowing to service delivery agencies

e Public services effectively delivered responsively and pro-poor

e More effective and accountable government improves administration of justice and respect for human
rights, as well as general confidence of people in government

e  Macroeconomic environment is favourable to private investment and growth:

e Regulation of private initiative works to ensure business confidence, equity, efficiency and sustainability

e Appropriate sector policies include public actions to address major market failures, including those
arising from gender inequalities

|

Level 5 - The Impact — poverty reduced
e Income poverty reduction
¢ Non-income poverty reduction
e Empowerment and social inclusion of poor people
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6. The Evaluation Framework considers MDBS as a package of inputs not just limited to
the provision of on-budget funding itself. These inputs are made up of MDBS funds paid into
the national budget, policy dialogue linked to the budget funds (including any related
conditionality), technical assistance or capacity building linked to the MDBS, and efforts to
align MDBS support with national policies and systems and/or to harmonise MDBS
management systems across the MDBS partners.

7. The Evaluation Framework is based on a logical framework which sets out a
hypothesised sequence of effects of budget support and allows them to be systematically
tested. There are five main levels to the framework, as illustrated in Figure 1.1:

Level 1: The GBS inputs

Level 2: The Immediate effects (on the relationship between external assistance, the
national budget and national policy processes)

Level 3: The Outputs (consequent changes in the financing and institutional structure
for public spending and public policy)

Level 4: The Outcomes (interactions between the public sector and the wider

economy and society, specifically with regard to the proximate determinants
of poverty reduction.)

Level 5: The Impacts (in terms of the empowerment of the poor and the improvement
of their real incomes.)

8. The original evaluation framework identified General Budget Support as having two
main streams of effects:

i) Flow-of-funds effects deriving from the GBS funds themselves; and

i) Policy and/or institutional effects resulting from the interplay of GBS funds
with the non-financial GBS inputs, including both

a. ‘Endogenous effects’ deriving from changed incentives within the
Government decision-making process, and

b. ‘Exogenous effects’ deriving from the influence of MDBS partners, due to
new types of donor-Government dialogue and MDBS disbursement
conditions.

9. P