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FOREWORD

This external aid financing performance report provides an analysis of concessional
loans and grants disbursement outturns for the first half of 2008. It has been prepared
by the Ministry of Finance and Economic Planning and is the first edition of a series of
semi-annual and annual performance reports that will be published by the Ministry as
part of efforts to improve transparency of budget execution. The dissemination of this
report is also part of Government’s efforts to strengthen reporting and information flow
between the Government and its key stakeholders including Development Partners and
the public at large.

External financing has been an important source of financing over the last two decades
and it will continue to play a vital role over the medium to long term. External resources
have provided support for budget financing and in particular poverty reduction
programmes and strategic sectoral activities. It has also contributed to sound macro-
economic management and stability over the last several years. As in most other
countries however, actual external aid disbursements sometimes fall short of
commitments. The Ministry of Finance and Economic Planning has made significant
progress in maintaining a database for monitoring and managing aid commitments and
disbursement, and the preparation of this report builds on to these efforts by providing
an analysis of inflows and the reasons for shortfalls in disbursements to be addressed
to ensure predictability of aid to support budget execution.

The report shows that aggregate external aid inflow to Ghana during the first half of
2008 was US$803.7 million against a projection of US$1,406.5 million. Out of this, US$
366.15 million was budget support representing 45.6% of total external aid inflow while
project aid amounted to US$437.5 million representing a 54.4% share.

Government expects the dissemination of this report to generate positive feedback in
the form of improved information flow among all key stakeholders.

| commend the Half Year External Aid Financing Performance Report to you all.

Hon Kwadwo Baah-Wiredu
MINISTER FOR FINANCE AND ECONOMIC PLANNING
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The data used in preparing this report is based on information received from
Development Partners for the end of the half year 2008. While this data may not be
fully representative of total disbursements that have been made in the first half of the
year, MOFEP is dependent on the Development Partners to submit notices of all
disbursements and the data used here is on the basis of what was received only.
Disbursements that were not communicated to MOFEP are not included here. The data
will however be revised as more notices are submitted to MOFEP. Readers who also
read the first quarter report will note that the first quarter data has been revised here
based on additional information that was later received. Please send comments or
suggestions to:

THE DIRECTOR,

AID AND DEBT MANAGEMENT DIVISION
MINISTRY OF FINANCE & ECONOMIC PLANNING
P.O. BOX M.40

ACCRA

TEL: +233 21 661358
FAX: +233 21 668016/ 666205
EMAIL: yodoi@mofep.gov.gh



1.0 INTRODUCTION

The economy of Ghana has since 2000 experienced steady and increasing real GDP
growth reaching 6.2% in 2007 from 3.7%. The economy has remained resilient even in
the face of external and internal shocks. The strong performance in growth and the
reduced poverty experienced within the period, stemmed from factors including
improvements in the economic policy management, a favourable investment climate
and a more predictable aid delivery.

The country aims to build on these impressive gains in order to achieve higher growth
rates that can propel the country through the National Development Plan (NDP) to
achieve middle income status by 2015 and to meet the Millennium Development Goals
(MDGs). Government is conscious of the fact that the achievement of these objectives
will require massive investments and scaling up of aid in growth catalytic and productive
sectors, improving country ownership and leadership of the development agenda, and
the strengthening of country systems and institutions to effectively manage these
resources.

External aid assistance has played and will continue to play a significant role in the
Ghanaian economy at least up to 2015 when Ghana is expected to attain middle
income status and to meet the MDGs. There is the need therefore for more, better and
effective external assistance.

At the national level, policy initiatives aimed at ensuring effective aid delivery and
management have been undertaken which includes the Multi Donor Budget Support
(MDBS) framework, Ghana Harmonisation Action Plan (G-HAP), Ghana Joint
Assistance Strategy (G-JAS)and the recently prepared draft Ghana Aid Policy. At the
international level, the Paris Declaration and the Accra Agenda for Action are expected
to reinforce Ghana'’s efforts at improving aid effectiveness.

This report is aimed primarily at analysing the performance of external aid®
disbursement to the government sector during the first half of the year, covering the
period January to June 2008. The Report analyses the performance of external aid
disbursement flows using 50% of budgeted inflows as the performance benchmark for
the half year of 2008 in the absence of detailed quarterly disbursement projections. The
report also makes attempts at providing possible explanations for significant variations
from the budget projections. It is hoped that this report would further enhance aid
reporting and coordination among stakeholders in external assistance management.

! please note that the definition of aid does not include commercial loans and international bond issues
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1.1 BACKROUND

1.1.1 Trends in External Aid Assistance to Ghana

Ghana’s external aid assistance includes grants and concessional loans with a grant
element of not less than 35%. This is in line with the country’s external borrowing
strategy to ensuring overall debt sustainability. Though the country receives other forms
of external resources including debt from the international capital bond issue, this is
sourced to support critical and strategic growth enhancing sectors of the economy after
analysing the effect of the financing offer on the country’s debt sustainability.

External aid flows to Ghana has averaged about US$770 million between 2001 and
2007, registering its highest inflow of about US$1.1billion in 2005. The average flows
generally represent 25% of budget revenue and 6% of GDP. The increasing flow within
the period was mainly due to heightened donor confidence resulting from the prudent
macroeconomic management of the economy.

By aid type, grant disbursement has seen some marginal improvement in recent times
due largely to improved reporting and government’s strategy to seek more grant funds
to support the GPRS Il. Grant flows have averaged around US$395 million between
2001 and 2007, representing about 52% of average aid flows and 16% of budget
revenue. Concessional loans on the other hand still maintained its prominence over the
past seven years with an average flow of about US$375 million per annum.
Disbursement on concessional loans forms about 48% of average aid flows and 14% of
budget revenue. Chat 1.1 below depicts the annual flows by aid type.
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By use of funds, budget support aid averaged about US$300million, representing 36%
of total aid flows between the period 2001 and 2007, whiles project aid averaged about
US$450 million, representing 64% of total aid flows. The improvement in Budget
Support from 2003 onwards is largely attributed to the introduction of Multi-Donor
Budget Support (MDBS) framework in 2003 which has improved commitment and
predictability of aid flows. See chart 1.2. The MDBS currently constitutes about thirty
percent of total donor inflows to Ghana.
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In terms of sources of funds, multilateral aid assistance have historically contributed a
greater share than bilateral institutions. The major multilateral institutions include the
World Bank, African Development Bank Group, the European Union, the UN agencies
and others. The World Bank remains the biggest multilateral partner to Ghana,
contributing over 45% of multilateral aid annually. The Netherlands, United Kingdom,
Japan and the United States are some of the leading bilateral aid providers to Ghana.

Chart 1.3
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As shown in charts 1.3 and 1.4, in 2007 multilateral partners together provided about
21% of grant inflow and about 51% of concessional loan inflow. The World Bank alone
provided about 45% of concessional loan inflow. Bilateral partners on the other hand,
provided 79% of grant, with the UK and Netherlands contributing about 24% and 13%
respectively to total grant inflow. Bilateral partners again provided 49% of concessional
loan inflow, with the Netherlands dominating the category with 15%.



Chart 1.4

CONCESSIONAL LOANS INFLOW BY SOURCE OF FUNDS (2007)
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Sectoral aid delivery has been very erratic and volatile with shift among sectors
occurring in line with DPs interest at particular time period. On the average, between
2005 and 2007, about a quarter of total project aid flows to government came to support
the infrastructure sector including Works & Housing (11%) and Roads & Transport
(15%), followed by Heath (9%) and Education youth and sports (7%). Project inflows to
food & agriculture, and education, youth & sports have increased from 8% and 7% in
2005 to 10% and 15% respectively in 2006 but declined to 8% each in 2007 as shown
in chart 1.5. Sectors like health, roads and transport have experience consistent
reduction in proportion of aid support while others like Works and housing have
consistently increased over the three years.
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Chart 1.5

SECTORAL DISTRIBUTION OF PROJECT AID FLOW (2007)
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2.0 BUDGET SUPPORT PERFORMANCE

Budget support is increasingly becoming an important modality through which external
aid is channeled to Ghana. It is being provided through general budget support and
sector budget support, with most of the resources provided in the form of General
Budget Support (GBS). The provision of GBS which was in the past fragmented with
different development partners having their respective assessment frameworks was
harmonized in 2003 when a group of DPs agreed with the Government to create a
Multi-Donor Budget Support (MDBS) programme in support of the country’s medium
term plan which is the Growth and Poverty Reduction Strategy (GPRS).

The MDBS was formed with the signing of a Framework Memorandum (FM) between
the Government of Ghana and a group of nine (9) DPs? to govern the general budget
support operations in 2003. France signed on in 2005 and Japan is the latest addition
in 2008. The Government each year negotiates and agrees with DPs on a Performance
Assessment Framework (PAF) which outlines the policy actions it intends to undertake
as part of its Growth and Poverty Reduction Strategy (GPRS) process. The set of
growth and poverty reduction objectives, development indicators and policy reform
measures contained in the PAF are referred to as targets. The achievement of the
‘triggers’ determines the extent to which the commitments are disbursed.

The FM signed in 2003 provided for disbursements of funds to be made in two (2)
tranches viz, a ‘base’ tranche and a ‘performance’ tranche. The base tranche was
disbursed between January to April after a review of the macroeconomic performance.
The performance tranche was made following a comprehensive review of GOG
implementation of policy actions contained in the PAF.

After some years of implementation, a number of DPs have moved away from the two
tranche disbursement to a single disbursement, to improve predictability of funds. Due
to this and other structural changes that have occurred over the past couple of years,
Government and the MDBS partners revised the FM in 2008 to reflect the changes.
The 2008 FM, which replaces the FM signed in 2003, specifies that the DPs contribution
can consist of either a single component or two components (a base and a performance
component) each year. According to this new FM, decisions on the number of
components and the ratio between components will be at the discretion of each DP.

Expected inflows for 2008 under the MDBS framework amounts to US$373.13 million
while sector budget support projections amount to US$138.9 million (see Table 2.1).
Total MDBS inflow for the first half of the year was US$ 311.16 million, representing
83.4% of annual projections. Half year MDBS inflows in the form of grants were 100.5%

% AfDB, EU, Canada, Denmark, Germany, the Netherlands, Switzerland, UK and the World Bank
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of projections while, inflows in the form of loans were 60.9% of projections. The
remaining portion of loan inflows not yet disbursed is expected in the 3™ quarter of the
year. Sector budget support disbursements are at 39.6% of the annual projections.
SBS in the form of loans registered a higher disbursement rate at 45.8% compared to
the grant disbursement rate of 38.4%.

Table 2.1: Half Year Budget Support Disbursement Outturn(US$ mn)

2008 Budget | hevised 2 | HalfYear | % of Budget
BucEsSppe Projectiogn al Agual Actual I;isburseg
Actual

Multi Donor Budget Support 373.13 155.28 | 155.88 311.16 83.39%

o/w Loans 161.20 0.00 98.12 98.12 60.87%

o/w Grants 211.93 155.28 57.76 213.04 100.52%

Sector Budget Support 138.90 23.63 31.36 54.99 39.59%

o/w Loans 22.31 4.06 6.15 10.21 45.76%

o/w Grants 116.59 19.57 25.21 44.78 38.41%
Total 512.03 178.91 | 187.24 366.15 71.51%

2.1  Multi Donor Budget Support (MDBS) Outturns
Total MDBS commitments for 2008 amount to US$373.13 million.  Of this,

approximately 51% are concessional loans while 49% are in grants. MDBS DPs
submitted a schedule indicating the timing of their respective disbursements to
Government® at the beginning of the 2008 budget year. According to this indicative
disbursement schedule, 8 DPs (Canada, Denmark, EU, Germany, Japan, Netherlands,
Switzerland, and United Kingdom) were expected to make disbursements within the first
half of the year. Part of France’s total commitment was expected to be disbursed within
the first half of the year and the remaining in the second half. AfDB expected to make
all its disbursements during the second half of the year. As shown in table 2.2,
Government recorded actual receipts from all but one of the DPs that expected to
disburse during the first half of 2008. At the end of the period, Government was

finalizing procedures relating to the German disbursement.

® DPs letter dated 24/11/07 — MDBS Disbursement for 2008-2010, proposal for joint press release
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As depicted in table 2.2, disbursements for some MDBS DPs during the period under
review appear to have exceeded the annual budget projections however this is
attributed to exchange rate gains as a result of depreciation of the US dollar against the
disbursing currencies of DPs.

Table 2.2: Half Year MDBS Disbursement Outturn (US$ mn)

2008 Revised Q2 Half Year % of
Multi Donor Budget Support Budget Q1 Actual Actual Budget

Projection | Actual Disbursed
World Bank 100.00 0.00 98.12 98.12 98.12%
ADB 48.00 0.00 0.00 0.00 0.00%
EU 28.20 0.00 31.60 31.60 | 112.06%
Canada 15.90 16.48 0.00 16.48 | 103.65%
Denmark 11.40 11.90 0.00 11.90 104.39%
France 22.40 14.42 0.00 14.42 64.38%
Germany 13.20 0.00 0.00 0.00 0.00%
Japan 3.13 3.38 0.00 3.38 | 107.98%
Netherlands 34.20 38.44 0.00 38.44 112.40%
Switzerland 7.20 0.00 8.15 8.15 | 113.19%
United Kingdom 89.50 70.66 18.01 88.67 99.07%
Total 373.13 155.28 155.88 311.16 83.39%

2.2  Sector Budget Support Outturns

The Sector Wide Approach (SWAP) is a process in which funding for a sector whether
from government or from external sources are pooled together to support a single policy
and expenditure programme, under government leadership, progressing towards the
use of Government systems to disburse and accounting for all funds.

In Ghana, the first SWAP was initiated in the Health Sector, with the formulation and
subsequent implementation of a sector strategy by the Ministry of Health with support
from Development Partners. Currently, there are six SWAPs in place covering Health,
HIV/AIDS, Private Sector Development, Public Sector Reform, Financial Sector Reform
and the Natural Resource and Environmental Governance (NREG).
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Table 2.3: Half Year Sector Budget Support Disbursement Outturn (US$ mn)

2008 Revised 02 Half % of
Sector Budget Support Bngt_et Q1 Actual Year _Budget

Projection | Actual Actual | Disbursed
Private Sector Development 11.03 3.26 7.35 10.61 96.20%
Health 94.88 1461 | 16.68 31.29 32.97%
HIV/AIDS 10.33 2.68 5.28 7.96 77.05%
Public Sector Reform 8.12 0.00 0.00 0.00 0.00%
Financial Sector Reform 4.55 3.09 2.06 5.14 112.96%
Natural Resource & Env. Gov(NREG) 10.00 0.00 0.00 0.00 0.00%
Total 138.90 23.63 | 31.36 54.99 39.59%

Table 2.3 above shows sector budget support provided through the programme sector
wide approach. Overall performance of sector budget support disbursements was at
39.6% with a total disbursement of US$ 54.99 million, against a budget projection of

US$ 138.9 million.

Disbursement performance was highest for the financial sector

reforms SWAP at about 113.0%, followed by private sector development SWAP at
96.2%, HIV/AIDS SWAP at 77.0% and the Health SWAP with disbursement ratio of

about 33.0%.

SWAP and NREG during the period under review.

There were no recorded disbursements for the Public Sector Reform

15




3.0 PROJECT SUPPORT PERFORMANCE

Half year actual project aid disbursements amounted to US$ 437.52 million, against a
budget projection of US$ 1,051.92 million. Loan financed project aid disbursements
represented 42.6% of the projections while grant financed disbursements were 40.5% of
projections during the period under review.

Table 3.1: Half Year Project Support Disbursements

2008 Revised Q2 Half % of
Project Aid Support Bgdggt Q1 Actual Year _Budget
Projection | Actual Actual | Disbursed
Loans 541.49 | 156.51 74.09 230.60 42.59%
Grants 510.43 | 118.80 88.12 206.92 40.54%
Total 1,051.92 | 275.31| 162.21 437.52 41.59%

3.1 Project Support Outturns by Development Partner

There are 23 multilateral partners (including the UN agencies, Global and Regional
financial institutions), 16 bilateral OECD-DAC members and 4 Non-DAC
Governments/Institutions (India, China, Kuwait Fund and Saudi Fund) currently
providing external finance to Ghana or have scheduled financing arrangements. Table
3.2 below presents the budget projections (for both loans and grants) for each of these
DPs and the actual disbursements made in the first half of 2008.

Table 3.2: Half Year Project Support Disbursement by DP (US$ Mn)

2008 Revised Half % of
Budget Q1 Q2 Year Budget

Development Partner Projection | Actual | Actual | Actual | Disbursed
o/w Multilateral

IDA 181.85 51.98 25.03 77.01 42.35%
ADF 73.40 13.57 2.86 16.43 22.38%
EU 61.10 15.50 22.90 38.40 62.84%
Nordic Development Fund 7.22 1.68 3.40 5.08 70.35%
BADEA 5.10 0.48 0.08 0.56 11.04%
ECWEF 0.48 0.00 0.00 0.00 0.00%
EIB 26.32 0.00 0.00 0.00 0.00%
NTF 0.90 0.00 0.00 0.00 0.00%
OPEC 1.66 1.03 0.71 1.74 105.15%
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FAO 2.04 0.00 0.00 0.00 0.00%
IFAD 4.11 1.51 0.00 1.51 36.75%
ILO 0.24 0.00 0.00 0.00 0.00%
IOM 0.12 0.00 0.00 0.00 0.00%
UNAIDS 0.00 0.00 0.00 0.00 0.00%
UNESCO 0.00 0.00 0.00 0.00 0.00%
UNFPA 3.18 0.00 0.00 0.00 0.00%
UNICEF 4.32 0.00 0.00 0.00 0.00%
UNIDO 0.36 0.00 0.00 0.00 0.00%
UNDP 26.90 0.93 1.81 2.74 10.20%
WFP 1.92 0.00 0.00 0.00 0.00%
WHO 4.73 0.00 0.00 0.00 0.00%
Global Fund 21.14 0.00 0.00 0.00 0.00%
GAVI 1.12 0.00 0.00 0.00 0.00%
o/w Bilateral

Austria 0.00 0.00 0.00 0.00 0.00%
Belgium 40.61 7.50 11.63 19.13 47.11%
Canada 24.79 27.78 0.77 28.55 115.17%
Denmark 32.67 25.86 18.97 44.83 137.21%
Finland 0.00 0.00 0.00 0.00 0.00%
France 23.22 6.30 2.88 9.18 39.54%
Germany 41.74 8.16 12.05 20.20 48.40%
Italy 1.61 0.53 0.00 0.53 32.94%
Japan 27.97 10.44 3.57 14.01 50.09%
Netherlands 108.62 10.99 19.35 30.34 27.93%
Norway 0.00 0.00 0.00 0.00 0.00%
Spain 2.41 9.36 1.77 11.13 461.38%
Sweden 0.11 0.00 0.00 0.00 0.00%
Switzerland 4.81 0.00 0.00 0.00 0.00%
United Kingdom 41.79 4.33 20.54 24.87 59.51%
United States 127.75 14.16 8.37 22.53 17.64%
o/w Non- DAC

CHINA 116.47 46.53 0.00 46.53 39.95%
INDIA 11.26 8.16 1.64 9.80 87.07%
Kuwait 0.83 0.04 1.15 1.19 143.87%
Saudi Fund 4.97 0.00 0.00 0.00 0.00%
Others 12.11 8.50 2.73 11.23 92.72%
Total 1,051.92 275.31 | 162.21 437.52 41.59%
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Multilateral Partners

As shown in table 2.3, disbursements by three multilateral agencies (EU, Nordic
Development Fund and OPEC) were above a benchmark target of 50% during the
period under review, disbursement ratios for five of them (IDA, ADF, BADEA, IFAD,
UNDP) were below 50% but not at 0% while no disbursements were recorded for the
remaining 13 agencies.

Bilateral Partners

As shown in tale 3.2, 13 out of the 16 bilateral partner countries scheduled project
support disbursement for year 2008. Data available at the end of June shows that
disbursements for four of the bilateral OECD/DAC members (Canada, Denmark, Spain
and United Kingdom) were above a benchmark target of 50%. Disbursements recorded
for seven of the agencies were between 0 to 50% (Japan, Germany, Belgium, France,
Italy, Netherlands and United States) while the remaining two agencies out of the 13
were not on record to have made any disbursements during the period under review.

Non-DAC Development Partners

Table 3.2 shows the actual disbursements for the four Non-DAC
governments/institutions providing project support to Ghana in 2008. With the
exception of one (Saudi Fund), disbursements were recorded for all the Non-DAC
Development Partners. India and Kuwait Fund were above the benchmark target of
50% for the first half of the year, while disbursements recorded for China were at 39.9%
of the projections.

3.2  Project Support Outturns by GPRS Pillar

Project Aid disbursements were generally below a benchmark target of 50% during the
first half of 2008. Overall disbursements show a disbursement performance of 41.6%.
Analysis of the project support disbursements by GPRS npillar reveals that the
disbursement performance was highest for Pillar 2- Human Development and Basic
Services, at 42.21% followed by Pillar 1-Private Sector Competitiveness at 41.57%,
with Pillar 3- Good Governance and Civic Responsibility recording the lowest
disbursement performance at 41.12%. Compared to the pillar performance recorded in
the first quarter report of 2008, the half year data shows an improvement in the
disbursement performance of projects falling under pillar 1.

18



Table 3.3: Half Year Project Support Disbursement Outturn by Pillar (US$ Mn)

. % of
, 2008 Budget | Revised Half Year
e Projection | Q1 Actual | @2ACtUa | aciial DB“dget
isbursed

Pillar 1: Private
Sector
Competitiveness 647.80 175.78 93.49 269.27 41.57%
Pillar 2: Human
Resource
Development &
Basic Services 188.89 49.73 30.01 79.74 42.21%
Pillar 3: Good
Governance and
Civic Responsibility 215.22 49.80 38.70 88.51 41.12%
Total 1,051.92 275.31 162.21 437.52 41.59%

The higher disbursement performance for pillar 2 compared to the other pillars is
attributed to good disbursement performance for projects under the Ministry of Health
(53.1%) although the disbursements registered for Ministry of Education, Science and
Sports as well as Ministry of Women and Children’s Affairs continue to be low at 15.1%
and 11.8% respectively (see Annex 1).

Overall performance of projects falling under pillar 1 was at 41.6% of projections.
Within the pillar, institutions like the Ministry of Communications (102.9%), Ministry of
Lands, Forestry and Mines (85.6%) Ministry of Agriculture (67.6%) and Ministry of
Water Resources, Works and Housing (56.0%) all demonstrated good absorptive
capacity by recording disbursements that were above a benchmark target of 50% for
the first half of the year.

The relatively lower disbursement performance for projects under pillar 3 can be
attributed to the performance by projects under two MDAs, namely; Ministry of Finance
and Economic planning which registered a performance of 69.3% and Ministry of Local
Government and Rural Development with 51.8%. Available data shows that the
remaining MDAs recorded low disbursements with some recording no disbursements
during the first half of the year (see Annex 1).
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4.0 AID MANAGEMENT

4.1 Institutional Arrangements

The National Development Planning Commission has oversight responsibility of
development planning policy. Currently overall development policy is guided by the
medium term development plan which is the Growth and Poverty Reduction Strategy
(GPRS 1I). The GPRS Il is the main framework guiding the targeting and contracting of
external aid and a proposed development project has to fit within the overall GPRS II
objectives before any external financing to implement the project are secured.

The aid cycle starts with pledges made by DPs which are translated into commitments
through the negotiation of grants and concessional loans, disbursement of funds and
ensuring full repayment of debt in the case of loans. These activities take place at
different levels of the aid cycle and involve different institutions including Ministries,
Departments and Agencies (MDAs), MOFEP as the central agency, CAGD, the BOG,
Cabinet and Parliament.

Ministry of Finance and Economic Planning

The Ministry of Finance is responsible for contracting loans and grants on behalf of
Government. The External Resource Mobilisation (ERM) Division of MOFEP is
responsible for mobilisation and management of external resources, liaising with DPs
on commitments, disbursement and coordinating economic relations with DPs.

The Aid and Debt Management Division (ADMD) of MOFEP has the primary
responsibility of formulating appropriate aid and debt management policies and
strategies, maintaining, analysing and managing information on aid and debt including
advising on borrowing strategies, and undertaking Debt Sustainability Analyses (DSA).

The Public Debt and Investment (PDI) Unit of the Controller and Accountant General’s
Department (CAGD) is responsible for the receipts, custody and disbursement of public
funds, which includes accounting for loan and grants disbursements in the External
Counterpart Fund ledgers to enable the department keep track of the financial activities
of beneficiaries.

Bank of Ghana

As the central bank and the fiscal agent of the Government, the Bank of Ghana (BOG)
has the responsibility of the Consolidated Fund. The Bank receives programme aid and
other non-programme aid disbursement on behalf of government. It also makes
transfers in respect of debt service payment to creditors.
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Cabinet and Parliament

The Loans Act of 1970 designates Cabinet and Parliament as the authorising and
approving, and ratifying bodies respectively. In practice, the parliamentary sub-
committee on finance evaluates and makes recommendations on proposals submitted
to the House by the Minister for Finance after Cabinet approval has been given.

Role of MDAs

As seen from chart 1.2, most of Ghana’s aid resources are provided through project aid.
Project identification, design and preparation of project proposals for external aid
finance are carried out by MDAs in line with GPRS Il or development programme
objectives and submitted to MOFEP which carry’s out financial appraisals of the
proposed projects. See annex 2a and 2b for an illustration of the aid grant cycle.

Government /DP Coordination

Regarding joint Government and Development Partner coordination on external
assistance, the main institutional arrangement is the Multi-Donor Budget Support
framework. On the DPs side, under the leadership of a chair or co-chair, this group
comprises of all DPs providing MDBS resources and other partners who participate as
observers. On the Government side, the dialogue is led by senior management of
MOFEP. The annual Consultative Group (CG) meetings also provide a platform for
Government and DPs to discuss development progress and future commitments.

4.2  Projecting Aid Disbursement

Three basic factors determine Government’s aid flow projection in a particular year and
over the medium term. The Commonwealth Secretariat Debt Recording and
Management System (CS-DRMS)# facilitates the simulation and forecasting of future
disbursement based on the following;
1 DPs projections of aid flows to government as presented at the CG Group
meetings

1 Disbursement profile of existing aid as stated in specific project and
programme documents

{1 Historical trend analysis of Ghana’s DPs disbursement patterns in relation to
the type of aid (loans/grants, project/programme) and sector

* The CS-DRMS is a debt and aid management software
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5.0 CONCLUSION & THE WAY FORWARD

The analysis in this report provides some useful conclusions as highlighted below:

5.1  Overall Aid Performance

This report has discussed the performance of the disbursements of external aid during
the first half of 2008. Total external aid to support the 2008 GoG budget is projected at
US$ 1,563.95 million. Of this, US$ 803.67 million has been disbursed at the end of
June 2008. This represents a disbursement performance of 51.4%. The loan
disbursements so far are 46.8% of the loan projections for the year, while grant
disbursements are at 55.4% of the annual grant projections. Budget support aid
disbursements are at 71.5% of projections and project support aid disbursements are at
41.6% of projections.

5.2 Budget Support Inflows

The performance of budget support was driven more by MDBS disbursement
performance (83.4%) than SBS performance at 39.6% of projections. This underscores
the usefulness of the MDBS framework in improving the predictability of aid in Ghana.
The common review process by all participating DPs ensures that disbursements are
timely and because the review is conducted jointly with the Government there is
increased certainty for the Government.

5.3 Project Support Inflows

The overall performance of disbursements of project support was below 50% for the first
half of the year. When compared to the available data used in the quarter one external
financing performance report, the current records available to MOFEP shows that more
DPs, particularly bilateral DPs have made disbursements in the first and second
guarters of the year. The data shows that only two bilateral DPs on record have not yet
made any disbursements. Notwithstanding this, the disbursement performance for
projects within some MDAS, continue to remain low while disbursements are yet to be
recorded for some of them. While this could be attributed to implementation and data
flow, MOFEP will continue to engage with such MDAs on the underlying causes for the
low absorptive capacity demonstrated in the first half of the year.

5.4 Loans and Grants Inflows

Disbursement performance of loans at 46.8% was relatively lower when compared to
that of grants at 55.4%. The available data shows that the lower performance of loan
disbursements is driven by a low disbursement performance of loan financed projects at
42.6% and a below benchmark performance by loan financed sector budget support at
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45.8% of projections. Loan financed MDBS however registered a performance of
60.9% which is above the benchmark of 50% for the first half of the year. Available data
also shows that the relatively higher performance of grants disbursements is driven by a
high disbursement performance of MDBS grants at 100.5%, which more than offset the
low disbursement performance of grant financed projects at 40.5% and grant financed
SBS at 38.4%. Again this analysis points to the lesser predictability of project based
aid and earmarked sector budget support when compared to general budget support
aid.

5.5 Inflows by GPRS Il Pillars

The data available shows that the disbursement performance recorded for the
respective GPRS pillars is mainly on account of some particular MDAs while other
MDAs within the pillars have registered below average disbursement performance for
their projects. For example, Pillar 2- Human Development and Basic Services
registered the highest disbursement performance for projects; however this is mainly
driven by projects within the Ministry of Health which compensated for below average
disbursement performance for projects under some MDAs within the pillar, notably the
Ministry of Education (15.1%) and Ministry of Women and Children’s Affairs (11.8%).

Likewise, the overall disbursement performance of projects under Pillar 1- Private
Sector Competitiveness masks a wide variation of disbursement performance, ranging
from 102.9% for the Ministry of Communications to 30.3% for the Ministry of Transport.

Similarly, project disbursement performance recorded for Pillar 3- Good Governance
and Civic Responsibility rests largely on the performance registered by three MDAs
(Ministry of Finance and Economic Planning, Ministry of Local Government, Rural
Development and Environment and Office of Government Machinery). The projects
under the remaining MDAs registered below average disbursement performance, while
others are not on record to have received any disbursements. MOFEP will make
additional efforts to obtain sufficient data from these MDAs and also engage them on
the question of their capacity to absorb additional aid inflows.
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5.6

Way forward

Government recognises the need for the following to make aid work;

)l
T

Effective aid coordination among stakeholders in Government

Improve country ownership and leadership of the coordination process to enforce
DP alignment of aid support to development priorities of Government

Improve aid recording, monitoring and reporting through the provision of timely
information of especially grants by DPs and Partner Countries

Strengthen efforts by Government and DPs at aligning aid resources to priority
sectors of development plans.
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Annex 1: Project Support Outturns by Pillar & MDA

Office of the Government Machinery 56.31
Ministry of Parliamentary Affairs 1.92
Office of Parliament 0.00
Audit Service 0.00
Public Services Commission 0.00
District Assemblies Common Fund 0.00
Electoral Commission 0.00
Ministry of Foreign Affairs, Regional Integration and NEPAD 0.00
Ministry of Finance and Economic Planning 40.77
Ministry of Local Government, Rural Devt and Environment 64.11
National Commission for Civic Education 0.00
Ministry of Chieftancy and Culture 0.80
National Media Commission 0.00
Ministry of Information and National Orientation 27.38
Ministry of Justice 0.00
Ministry of Defence 0.00
Commission on Human Rights and Administrative Justice 0.00
Judicial Service 0.00
Ministry of Interior 9.51
National Development Planning Commission 0.00
National Labour Commission 0.00
Ministry for Public Sector Reforms 8.12
Ministry of National Security 6.29
Total Pillar 1 215.22

13.92
0.03
0.00
0.00
0.00
0.00
0.00
0.00

12.02

20.16
0.00
0.00
0.00
0.00
0.03
3.50
0.00
0.00
0.14
0.00
0.00
0.00
0.00

49.80

6.41
0.10
0.00
0.00
0.00
0.00
0.00
0.00
16.21
13.02
0.00
0.00
0.00
0.00
0.09
2.73
0.00
0.00
0.13
0.00
0.00
0.00
0.00
38.70

20.33
0.13
0.00
0.00
0.00
0.00
0.00
0.00

28.24

33.18
0.00
0.00
0.00
0.00
0.12
6.23
0.00
0.00
0.27
0.00
0.00
0.00
0.00

88.51

36.11%
6.80%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

69.25%

51.76%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.80%
0.00%
0.00%
0.00%
0.00%

41.12%

Ministry of Education, Science and Sports 55.01
Ministry of Manpower, Youth and Employment 0.00
Ministry of Health 133.29
Ministry of Women and Children's Affairs 0.60
Total Pillar 2 188.89

6.70
0.42
42.60
0.01
49.73

1.62
0.16
28.18
0.06
30.01

8.32
0.57
70.78
0.07
79.74

15.12%

0.00%
53.10%
11.77%
42.21%

Ministry of Food and Agriculture 57.96
Ministry of Lands, Forestry and Mines 18.83
Ministry of Trade, Industry PSD and PSI 32.64
Ministry of Tourism and Diasporan Relations 0.00
Ministry of Energy 193.93
Ministry of Water Resources, Works and Housing 115.72
Ministry of Transport 198.78
Ministry of Communications 9.53
Ministry of Harbours and Railways 0.00
Ministry of Fisheries 20.41
Ministry of Aviation 0.00
Total Pillar 3 647.80

30.07
7.48
4.14
0.19

56.20

34.19

34.23
9.28
0.00
0.00
0.00

175.78

9.13
8.64
7.64
0.18
10.82
30.63
25.93
0.52
0.00
0.00
0.00
93.49

39.20
16.12
11.78
0.37
67.02
64.82
60.16
9.81
0.00
0.00
0.00
269.27

67.64%
85.59%
36.09%
0.00%
34.56%
56.02%
30.26%
102.95%
0.00%
0.00%
0.00%
41.57%
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ANNEX 2B: THE GRANT CYCLE
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