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55 Decentralisation and Privatisation in 
Ghanaa Formal Rules and Actual 
Practices s 

Thee policies of decentralisation and privatisation, which have been embraced by 
manyy developing countries, have also become the formula in Ghana. Ghana pro-
videss a fertile ground for critically scrutinising current arguments about the causes 
andd consequences of decentralisation and privatisation. Decentralisation and priva-
tisationn policies are often presented as if they are new phenomena for Ghana. How-
ever,, Ghana has historically been characterised by some degree of decentralisation 
andd privatisation, albeit with limited success. This chapter will assess the extent to 
whichh historical experiences from Ghana can shed light on current processes in 
Accra.. Moreover, it will assess the extent to which the present decentralisation and 
privatisationn policies represent qualitatively new features, challenges and opportu-
nitiess for Ghana. Thus, the aim of the chapter is threefold. First, it assesses the 
relevancee of Ghana's historical experiences of decentralisation and privatisation for 
thee understanding of current ongoing processes in developing countries. The focus 
wil ll  be on three forms: pre-decentralisation (i.e. before 1988), decentralisation, and 
post-decentralisationn and the privatisation of public services delivery. Second, this 
chapterr assesses local governance and public services delivery in the context of 
decentralisationn and privatisation in order to provide a more subtle picture of 
changess taking place in Ghana. Third, the aim is to contribute to our understanding 
off  decentralisation and privatisation from the perspective of the African state, i.e. 
Ghana.. After providing a general profile of Ghana, we will look at the situation in 
pre-- and post-independent Ghana, the various forms of local government before 
andd after 1988, and the external and internal influences on their development and 
performance.. We will highlight some efforts to privatise public utility services and 
discusss their pros and cons. We will finish this chapter by assessing the suitability 
off  decentralisation and privatisation policies for Ghana in a comparative historical 
perspective,, seeking to integrate perspectives from political-economic and socio-
culturall  discourses. 

5.11 General profil e of Ghana 

Ghana,, with a population of 18.5 million people (GSS, 2000), has a landmass of 
238.22 km2. Its land area is about the same as that of the United Kingdom. The 
countryy had a per capita income of about US $390 in 2001 (World Bank, 2002). 
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Accraa is its capital. Ghana is a republic with a presidential form of government. It 
hass 10 administrative regions and 110 district assemblies (see Maps 5.1, 5.2, pages 
100-101).. In 2000, the urban-rural population ratio was 32: 68% (GSS, 2000). 

Att the time of independence in 1957, Ghana was considered a middle-income 
countryy with a per capita income that was high by African standards, an education 
systemm judged to be the best in Africa, a fairly well maintained infrastructure and 
adequatee government institutions (Armstrong, 1996). Aided by world cocoa prices, 
Ghana'ss economic growth in the 1950s continued into the early 1960s, but falling 
cocoaa prices and poor economic policies led to stagnation in the late 1960s. The 
economyy followed a persistent downward spiral throughout the 1970s and into the 
earlyy 1980s owing to weak producer incentives, poor economic management, and 
decliningg external aid levels. The outcome was high inflation, diminished import 
capacityy and a steady decline in per capita incomes. The policyy environment of this 
periodd was one of large budget deficits, pervasive controls and a pricing framework 
that,, together with an overvalued exchange rate, discouraged private sector savings 
andd investment and provided inadequate incentives for production (Herbst, 1993; 
Hutchful,, 1997; IMF, 2000, 2001; World Bank, 2000, 2001). 

Ghanaa is, unfortunately, a classic case of economic stagnation and decline in con-
temporaryy Africa. Its experience may well define the limits of success and failure 
off  the African development effort (Frimpong-Ansah, 1991). As Szereszewki (1965: 
74)) pointed out, after initial instability in the colonial era due to resistance to colo-
niall  rule, Ghana settled down quickly to become one of the fastest-growing new 
Africann states. However, as Frimpong-Ansah (1991) lamented, though Ghana was 
onee of the first countries in Africa to make a bold attempt at planned economic de-
velopment,, sadly, the Ghanaians were also the first on the African continent to suf-
ferr real failure in economic development and to resign themselves to the humiliat-
ingg deterioration of a post-independence political economy Ghana was thought to 
bee a country with a substantial growth potential, which successive governments had 
failedd to realise (Roemer, 1983: 1). The story of Ghana's economy since the mid 
1960ss has been one of stagnation and decay, and having failed to live up to its de-
claredd potential, Ghana underwent a process of accelerated decay in the 1970s and 
1980ss (Chazan, 1983: 154-17). Ghana therefore offers a prime example of the eco-
nomicc and political process that went wrong in Africa. 

Inn 1983, Ghana embarked upon economic reform to arrest the decline and laid the 
foundationn for renewed economic growth and development. Leechor (1994) described 
Ghanaa as the "front-runner in adjustment". Though the programme received praise 
fromfrom many quarters including the IMF, the World Bank and major donor agencies, 
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laterr evidence shows that the results have been mixed (see Amponsah, 2000; Gyi-
mah-Boadi,, 1995; Ofori, 1993; Kapur et al., 1991). Never has a Ghanaian govern-
mentt received so much international goodwill in terms of foreign assistance and yet 
showedd so little in terms of outcome as during the Rawlings' regime (1981-2000). 

Howw have all these post-independence changes and macro-economic successes and 
failuress in Ghana affected local governance? The local government, including the tra-
ditionall  system of governance, has been part of the administrative system of Ghana 
forr many years. The shape of the modern system of governance, however, dates back 
fromfrom the time that the conception of a comprehensive system of locally elected coun-
cilss which manage basic public services for the benefit of the community, was first 
incorporatedd in the Statute Law during British colonial rule. 

5.22 Historical perspectives of local government in Ghana 

Thee structure of Ghana's local government system has, like other human organisa-
tions,, undergone dynamic changes since its inception as part of the national devel-
opmentall  framework. Jackson (1967) pointed out that as new needs, methods and 
ideass emerge and develop, the system inevitably adjusts to meet the changing condi-
tions.. Towards the end of the British colonial period, there was a strong thrust to in-
troducee an efficient and democratic system of local government all over English-
speakingg Africa. However, by the 1960s, local councils proved unable to cope with 
burgeoningg demands for improved education, health and other local services. These 
shortcomingss were particularly acute in the large rapidly growing cities. The inability 
off  local governments to raise sufficient finances for their activities, at a time of 
dwindlingg central government transfers, meant that their performance fell far short of 
theirr responsibilities. In most English-speaking African countries, the political auton-
omyy and fiscal resource base of municipal governments was progressively restricted 
duringg the 1960s and 1970s. Important exceptions were Nigeria, where for complex 
politicall  reasons, military governments were favourable to local governments, and 
Zimbabwee which (after independence in 1980) opted to support local government as 
aa major element in its development strategy (UNHCS, 1996: 172). This chapter de-
scribess and assesses the roots and dynamics of the reforms that have taken place in 
Ghanaa since independence, with particular emphasis on local responses to the 
changes. . 
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Mapp 5.1 Ghana administrative map 
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Mapp 5.2 Ghana district map 
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Thee various changes in Ghana's local government system reflect, to a large extent, the 
political,, ideological and economic philosophy of the country, particularly of the rul-
ingg government at the time. The changes, especially since independence, represent the 
impactt of a combination of varied interest groups on the country's development. The 
locall  government system of Ghana during the first republic (1960-1966) was charac-
terisedd by a highly centralised pro-socialist system of government administration. The 
secondd republic (1969-1972), however, had a pro-western liberal democratic govern-
ment.. The local government reform that it tried to put into place before it was swept 
outt of office in a military coup in January 1972, underscored its political, ideological 
andd economic thinking. The government of the third republic (1979-1981), which was 
ann offshoot of the ruling party in the first republic, to some extent continued with the 
political,, ideological and economic philosophy of the government of the first republic. 
Thee First and second elected governments of the fourth republic (since 1993 to date) -
thee National Democratic Congress (NDC) from 1992-2000 and the New Patriotic 
Partyy (NPP), which took over the reign of government in 2001 - have tried to main-
tainn the local government system under the 1992 constitution. (See Table 5.1). 

Thoughh ideologically, the government of the NDC was pro-socialist in rhetoric, it 
implementedd unfettered the structural adjustment programme (SAP) of the IMF and 
Worldd Bank. Like the government of the second republic, the NPP government is a 
pro-westernn liberal democratic government, which believes in the rule of law and 
privatee enterprises as the engine of growth. The military regimes that replaced the 
civiliann governments of the first, second and third republics often tried to change the 
"coursee of eveiything" that their respective predecessors did, but often without much 
success.. Ghana's system of government therefore swung like a pendulum from one 
political,, ideological and economic orientation to the other, depending on the gov-
ernmentt in power. This created, among other things, confusion not only concerning 
thee smooth running of the central government administration but also concerning the 
locall  government system. The next section briefly describes the main forms of local 
governmentt administration in Ghana. 

5.2.15.2.1 The main forms of local government administration in Ghana prior 
toto 1988 

Fivee main forms of local government administration in Ghana are identifiable since the 
pre-coloniall  and post-colonial era. These are the traditional system of governance, the 
coloniall  system, the dual hierarchy model (i.e. the two-tier system), the single hierar-
chyy model (i.e. the single tier system) and the decentralisation reform of 1988 (i.e. the 
districtt assembly concept). However, features of previous systems usually continue to 
playy a role in the subsequent systems, making it difficult to make a strict distinction 
betweenn some of the forms and the others. The next sub-sections contain brief discus-
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sionss of the various features of local government systems in Ghana since the pre-
coloniall  era. 

Tablee 5.1 Political landscape of governments in Ghana 

Datess of Government 
Tenure e 

Leader r Typee of 
Govern--
ment t 

Political,, Economic & Ideological Ori -
entation n 

1951-19577 Convention Peo-
ple'ss Party (CPP) 

6/3/1957-- Convention Peo-
24/2/19666 pie's Party (CPP) 

Kwamee Nkrumah Civilian 

Kwamee Nkrumah Civilian 

2/1966--
4/1967 7 
4/1967--
10/1969 9 

10/1969--
13/1/1972 2 

Nationall  Liberation Lt. Gen. Military 
Councill  (NLC) J.A. Ankrah 
Nationall  Liberation Lt. Gen. Military 
Councill  (NLC) AA . Affrif a 

Progresss Party (PP) K.A. Busia Civilian 

13/1/1972-- National Redemp- Lt. Gen. I.K. Military 
5/19755 tion Council (NRC) Acheampong 

1975--
5/1978 8 
5/7/1978--
4/6/1979 9 
4/6/1979--
30/9/1979 9 

30/9/1979--
31/12/1981 1 
31/12/1981 1 
-1/1/1993 3 

1/1/1993--
6/1/2001 1 

7/1/2001--
present t 

Supremee Military Lt. Gen. I.K. 
Councill  (SMC I) Acheampomg 
Supremee Military Lt. Gen. 
Councill  (SMC II) F.W.K. Akuffo 
Armedd Forces Revohi- Ft. Lt. 

Military y 

Mixed,, but anti colonialist stance. This 
periodd is normally referred to as Diarchy. 
Thee Head of State was the Queen of United 
Kingdomm represented by her Governor-
General.. Nkrumah was Head of Govern-
ment,, Prime Minister 
Pro-socialistt with Eastern Bloc; inward-
looking;; protectionist; high level of gov-
ernmentt spending 
Pro-Western,, renounced socialist orienta-
tion n 
Pro-Western,, renounced socialist orienta-
tion,, austere economic policies, made ten-
tativee steps towards economic liberalisa-
tion n 
Pro-Westernn liberal democracy, market-
oriented,, stronger moves to liberalisation, 
attemptedd large-scale devaluation, design 
comprehensivee decentralisation policy 
Pro-socialist,, pro-Nkrumaish, inward look-
ing;; protectionist; reversal of Busia's de-
valuationn policy, modified Busia's de-
centralisationn policy and introduced it in 
1974. . 
Centre-left,, inward looking protectionist 

tknaryy Council 
(AFRQ Q 
Peoplee National 
Partyy (PNP) 
Provisionall  Na-
tionall  Defence 
Councill  (PNDC) 

Militaryy Centre-right, inward-looking, protectionist 

Militaryy Left-wing, price controls 
J.J.. Rawlings 

Hill aa Limann Civilian Centre-left, pro-socialist 

Ft.. Lt. 
J.J.. Rawlings 

Nationall  Democ- Ft. Lt. 
raticc Congress J.J. Rawlings 
(NDC) ) 
Neww Patriotic Party JA. Kuffour 
(NPP) ) 

Militaryy Centre-left, initially a tightening of price 
controlss but, from April 1983, pursued 
economicc recovery, structural adjustment, 
decentralisationn programmes 

Civiliann Centre-left, continue with policies similar 
too PNDC era except that this was a con-
stitutionall  government 

Civiliann Liberal democratic, market-oriented pri-
vatee led development 

Source:Source: Author's reconstruct 
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TheThe traditional system of governance 
Longg before British colonial rule in 184430, the only form of administration in the 
countryy was carried out by chiefs, otherwise called native or traditional authorities. 
Underr this system, head chiefs or paramount chiefs headed councils of sub-chiefs 
andd elders. At that time, Ghana comprised many parts31 under paramountcies. Kessey 
(1996:: 56-57) noted that the traditional system of government evolved along ethnic 
liness of affinity, with the paramountcy as the basic jurisdictional unit. The para-
mountcyy was an autonomous or semi-autonomous entity with a defined territory 
headedd by a paramount chief and administered through a council of elders. It was 
thereforee the traditional unit of administration and development. The coming of the 
colonialistss saw a marriage between traditional and modern systems of govern-
ment.. The paramountcies were adopted as the basic units of administration through 
thee "indirect rule" approach. Ghana's long history of the traditional government 
systemm has influenced the development of its modern local government system. As 
thee next sub-sections show, during the colonial and post-colonial eras traditional 
authoritiess continued to play significant roles in Ghana's local government system. 

However,, the representation of chiefs in the local government system was severely 
curtailedd by the government of the first republic headed by Kwame Nkrumah (1951-
1966)322 and their involvement in the local councils was abolished by the 1961 Act. 
Nkrumahh saw the chiefs as stooges of colonial rule who thwarted the efforts of the 
massess during the struggle for independence. It is, however, remarkable to note that 
sincee the overthrow of the government of the first republic in 1966 by means of a 
coupcoup d 'état, there has been a partial return of the chiefs into the local government 

Thee Bond of 1844 marked the formal rule of the British Colonial administration in the then Gold 
Coast,, which became Ghana at independence. 

Byy the latter part of 19th century, the Dutch and the British were the only European traders left in 
thee country. When the Dutch withdrew in 1874, Britain made the Gold Coast a crown colony. The 
colonyy did not include the Ashanti Kingdom and the Northern Territories. By 1901, the Ashanti 
andd the North were made a protectorate. The British colonial authority brought the various para-
mounciess and kingdoms together to form one country, the Gold Coast. The final phase of present-
dayy Ghana took place in 1956, following a plebiscite in which British Mandated Trans-Volta 
Togolandd voted to join the then Gold Coast. The credit this time goes to Dr Kwame Nkrumah, 
whoo was then the Prime Minister of the Gold Coast. 

Forr the purpose of this study, the period for Nkrumah's government is regarded as starting in 
19511 when he was first appointed as the Leader of Government Business and, later in the same 
year,, as the Prime Minister following a landslide victory which his Convention People's Party 
wonn in the country's 1951 general elections. The period between 1951 and 6 March 1957 is nor-
mallyy referred to as the diarchy. The Head of State was the Queen of Great Britain and Northern 
Ireland,, represented by the Governor-General in the country itself. The Governor-General also 
representedd British colonial rule whilst the Head of Government was Dr Nkrumah, representing 
self-governmentt for what was then referred to as the Gold Coast. 
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system.. Representatives of the traditional councils are included in the district 
councilss or assemblies and other important institutions of government. 

Thee question one would like to ask is what is the reason for the continued political 
influencee of traditional authorities in Ghana? Chieftaincy is a well-developed institu-
tionn in Ghana, having different layers of hierarchy. Chiefs are the custodians of the 
landd and culture of the people, as well as the symbol of the unity and identity of the 
peoplee in their traditional areas. One of the acclaimed advantages of the native author-
ityy system is that it was in accordance with the existing social fabric. The chieftaincy 
institutionn in times past was the pivot of the socio-politico-economic life of most 
Ghanaiann societies, but with the advent of colonialism and subsequent emergence of 
thee state of Ghana its role was reduced to a ceremonial one. However, in rural Ghana, 
thee institution continues to exert considerable influence. Indeed, in some areas chiefs 
aree still revered. In the light of this, it is therefore necessary to put chieftaincy in the 
rightt perspective and regard it as a cherished institution, at least by a considerable 
numberr of Ghanaians. 

Underr the 1992 Constitution and the 1993 Local Government Act 462, the 
traditionall  authorities play significant roles as evidenced by their representation. 
Chiefss are represented in the 30% slot of the membership of district assemblies 
appointedd by the president of the country. The same applies to Accra which also 
hass two representatives in the regional coordinating councils. Besides, chiefs are 
alsoo represented in the Council of State - an advisory body to the president, which 
functionss like the Second Chamber of Parliament33 in some countries. In July 2001, 
aa retired Supreme Court Judge in Ghana, Justice Adade, in a thought-provoking 
observationn on the 1992 Constitution, called for the country's local government 
institutionss to be built around chiefs, contending that such a move would be more 
effective.. However, Akoto Ampaw (2001) thought a system like this would be 
wrongg since the drafters of the Constitution intended to establish a democratic, 
republicann country in which everybody is free and equal before the law and not a 
statee founded on an inheritance system like the chieftaincy institution.34 

TheThe colonial system 
Thoughh the British established their colonial administration in the country in 
1844,, Ghana, like most British colonial countries, had a native authority type of 
locall  government until 1952 (see above). The native authorities were not democ-
raticallyy elected but were simply hand-picked representatives who helped the 

Inn the Netherlands, it is the First Chamber. 
344 See the Ghanaian Chronicle, Volume 9, No 68, 5 July 2001. 
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Britishh colonial government to administer law and order (MLG, 1996). The colo-
niall  authority exercised judicial, administrative and development authority. At 
locall  level, the colonial authority ruled through the traditional authorities in a 
systemm of "Indirect Rule". In the words of Sir Arthur Lewis35 (1953), "...the Co-
loniall  Office was distant from the people it governed and lethargic about direct 
involvementt in development". 

Att local level, there were two types of councils: (i) the native councils which were 
controlledd by the traditional authorities and (ii ) the state councils which were the 
centrall  government bodies. Even though the 1944 Native Ordinance distinguished 
clearlyy between the functions of the native authorities and the state councils, in 
practicee it was difficult to see any distinction because of the identical membership 
off  the councils. Judging from the mode of selection of members of the councils, no 
sub-chieff  of the state could be left out. Virtually all the chiefs of the native councils 
weree members of the state councils. It is therefore fair to conclude from the above 
that,, during this period, effective control of the administrative system at the local 
levelss was in the hands of the traditional authorities. 

Thee native authorities were, however, unable to cope with the administrative de-
mandss of the time, because of the narrow basis of representation in the chiefs' 
councils.. The chief himself was chosen from a particular group by kingmakers and 
nott democratically elected. His counsellors were mostly occupants of sub-stools of 
thee state, who had been installed by special groups. Consequently, and more often 
thann not, their administration did not reflect the views of the masses. Most of the 
memberss of the chiefs councils were either completely illiterate or semi-educated. 
Thee total membership was too large for the size of the state and therefore discus-
sionss became very unwieldy and quite expensive. Shortcomings of the native coun-
cils,, notably in fulfillin g new obligations, were also attributed to the fact that the 
Britishh colonial government, in its attempt to minimise the costs of internal admini-
stration,, did not capacitate or equip them for their new tasks. Though traditional 
chiefss helped to settle local disputes, the inherent deficiencies of the native authori-
tiess generally hampered their effectiveness as agencies of local administration, ren-
deredd them unqualified to meet the demands made on them and prevented them 
fromfrom reaching the standard of efficiency required of modern local authorities 
(Nsarkoh,, 1964). This created a lot of disaffection among the population who 
wantedd better services. In the period leading up to independence, many efforts were 

355 Sir Arthur Lewis and Theodore W. Schultz were awarded the 1979 Nobel Laureate in Economics 
forr their pioneering research into economic development research with particular consideration of 
thee problems of developing countries. Sir Arthur Lewis became an economic advisor to Ghana's 
firstt President. Dr Nkrumah. 
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madee to reform the local government system. In 1951, a new Local Government 
Actt 1951 introduced a two-tier local government system comprising 26 district 
councilss and 252 local councils. Two-thirds of the total membership of the local 
councilss was elected, while one-third was reserved for traditional councils. Two 
representativess from each local council were elected to the district council within 
theirr area of jurisdiction. 

TheThe dual hierarchical model (from the colonial era to 1974) 
Thee concept of government in Ghana has in the past and since the colonial era been 
basedd on a clear and sharp distinction between the central government and local gov-
ernmentt institutions. There had always been two different types of machinery for the 
administrationn of this country: one based in Accra with branches in the districts 
whichh dealt with national matters and which was referred to as the central govern-
ment,, and another separate and distinct one based in a number of well-defined locali-
tiess and referred to as local government. These latter bodies were required to provide 
municipall  services and amenities in their localities (MLG, 1974; 1994; 1996). The 
systemm of administration in the country between the periods from colonial rule up to 
earlyy 1974 is referred to as the dual hierarchical model. An important aspect of the 
duall  hierarchical model is the elaborately clear and sharp distinction between the two 
bodiess at local level - a sort of "parallel structures" of bodies. 

Thee dual hierarchical model had serious shortcomings. By the early 1970s, the lo-
call  government in Ghana had virtually collapsed due to a number of factors. In-
tensee chieftaincy disputes adversely affected the decision-making capacity of the 
councils.. The councils were unable to generate adequate funds to support their ac-
tivities.. Misadministration involving corruption, mismanagement of funds and fail-
uree to perform functions characterised the district councils. Besides, the councils 
hadd extremely weak manpower. The central government took over many sources of 
revenuee from local governments, but did not transfer adequate financial resources 
too the latter, implying a failure to perform functions effectively. Central and local 
governmentt institutions operated in parallel: local government bodies that were set 
upp grew side by side with central government agencies that operated at local level. 
Thesee local branches of central government ministries and departments had less 
clearlyy defined responsibilities but a much better presence by reason of their de 
factofacto position as agencies of the central government and also because of the 
strengthh and quality of their personnel. The stronger central government agencies 
hadd attracted the better qualified in terms of management skills and professional 
expertise;; the poorer and weaker local authorities had to content themselves with 
thosee of lesser qualifications. Unable to raise sufficient funds to meet their obliga-
tionss and attract able and competent officers, the local authorities only succeeded 
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inn creating for themselves an unpleasant image of ineptitude and incompetence, at 
leastt in most cases. The tendency to pander to the whims and caprices of political 
supporterss aggravated the situation as councils had been created more as an act of 
politicall  patronage than on grounds of economic viability and administrative needs. 
Thee result was a multiplicity of councils none of which had the economic base re-
quiredd to ensure the satisfactory discharge of the functions vested in them and all of 
whichh had to rely on grants and subventions to support even marginal operations. 

Moreover,, decision-making took an unduly long time because the central govern-
mentt agencies operating at the local level had to refer decisions on most matters of 
anyy meaningful significance to a ministry in Accra. Bogged-down with matters of 
nationall  significance, the ministries were unable to react quickly enough to prob-
lemss referred from the local levels. Consequently, the tempo of activity at the local 
levell  was very slow. Central government agencies encroached on the rights and 
responsibilitiess of the weaker local government bodies because the areas and limits 
off  responsibility between the two organisations had not been clearly defined. Re-
sourcess were duplicated over local government agencies and central government 
bodiess and were wasted as a result. There was a lack of effective consultation be-
tweenn central and local governments and between central government agencies 
themselves.. There was insufficient consultation between government agencies and 
locall  authorities, even in areas where their ill-defined responsibilities pointed in the 
samee direction and the limited resources available to each had been dissipated 
withoutt the required impact expected by reason of the size of the input in terms of 
manpowerr and material resources. Some of the local councils were too small in 
termss of population and taxable resources to enable them to enjoy economies of 
scale:: it made it difficult for such local government bodies to raise enough revenue 
too finance municipal services delivery. Planning was divorced from implementa-
tion.. Central government encroached on the rights and responsibilities of the 
weakerr local governments. There was almost no citizen participation in their own 
developmentt process due to a stifling of local initiatives by the centralised system. 
Resourcess were inefficiently and inequitably utilised. The clear and sharp distinc-
tionn between central and local government institutions only served to create a poor 
andd distorted image of local government as a poor, corrupt, inept, inefficient, and 
worthlesss development partner (MLG, 1974; 1994; 1996). 

Inn an attempt to solve these problems, the government of the second republic 
headedd by Dr K.A. Busia drew up a comprehensive Local Government reform. 
Thoughh the Local Government reform was passed in parliament in January 1971 as 
thee Local Administration Act, 1971, Act 359, it was not implemented until 1974 
duee to the change of government on 13 January 1972. The 1971 Act was amended 
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throughh Decrees NRCD 138 (1972) and NRCD 258 (1974). The two interruptions 
(19666 and 1972) in central government also affected local governments whose 
electedd members were elected on a political party basis. 

TheThe single hierarchical model (1974-1988) 
Inn 1974, the military government in Ghana authorised the introduction of a new 
structuree of local administration that would abolish the distinction between local 
andd central government and create, at the local level, one monolithic structure to 
whichh the totality of government activity at the local level would be assigned 
(MLG,, 1974). The idea was for local authorities (district councils) to cease having 
aa separate identity from central government institutions operating at district level. 
Thiss is because the two institutions were supposed to have been fused into one 
throughh a process of institutional integration and manpower absorption. Thus, with 
thee exception of a few cases, central government agencies operating at local level 
weree expected to become integral divisions of the district council (MLG: 1974). 
Thee single hierarchical model of government structure sought to take the decision-
makingg function in respect of matters of purely local significance away from Accra 
andd closer to the areas in which the decisions were implemented. Reports of most 
off  the various committees and commissions set up between 1949 and 1969 had 
recommendedd the devolution of central administrative authority to the local levels, 
i.e.i.e. decentralisation in the administration of the country. The 1974 reform was the 
largestt attempt ever at decentralisation but it failed. 

Likee the previous dual hierarchical model, the single hierarchical model also had 
seriouss shortcomings. Quite a number of factors militated against the implementa-
tionn of the single hierarchical model. No effective accountable and legitimate (in 
termss of electoral legitimacy) political authority was established at district level to 
overseee the structure. Its implementation was left to bureaucrats. The nine regions36 

att the time were strengthened considerably and only became additional bureau-
craticc hindrances in the way of decentralisation to the local (District) level. The 
centrall  government transferred functions to the district councils (under NRCD 258) 
withoutt a simultaneous transfer of competence and means, which are a sine qua 
nonn to effective decentralisation to the districts. No conscious effort was made to 
ensuree that the departments that were to become departments of the District Coun-
cilss under the Decree (NRCD 258) actually operated as such. In practice, moves 
weree made to increase the centralisation of functions in Accra that had hitherto 
beenn exercised with moderate success by District Councils. Examples are the Om-

Beforee the PNDC came to power, the present Upper East and Upper West regions were one re-
gion,, i.e. the Upper West Region. 
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nibuss Service Authority, (Amendment) Decree, 1973, and the Ghana Education 
Service,, (Amendment) Decree, 1976, SMCD 63. Very littl e effort was made to ad-
dresss the infrastructural, staffing and other logistic needs of the District Councils. 
Somee of the districts were so large that administrators could not reach many areas 
off  their districts. A financial Administration Decree was enacted which centralised 
alll  fiscal controls (see MLG, 1996). 

Sincee Ghana is part of the global economy, the world economic situation during the e 
midd 1970s and early 1980s seriously affected the country, as well as its local gov-
ernmentt system. During this period, a series of external and internal shocks from 
risingrising oil prices, imported inflation, lack of rainfall, economic mismanagement, 
misadministrationn and deficit financing merged with rising budget deficits. The 
overalll  budget deficits rose by 450% between 1971 and 1979 to produce stagfla-
tion,, which the government tried to contain through yet more extensive controls. 
Massivee corruption in the administration of these controls led to a prodigious ex-
pansionn of the parallel market, characterised by profiteering and rent-seeking ac-
tivitiess (Hutchful, 1997: 4). The scale of the crisis in the Ghanaian economy by the 
endd of 1981 can be summarised using the following figures. Between the fiscal 
yearss 1975/76 and 1981/82, total public expenditures rose by 615% in current 
terms,, while revenues increased by only 56%, resulting predictably in a huge 
growthh in deficit. Both domestic and export production had declined severely. In 
1981,, the average capacity utilisation in the industrial sector was estimated at only 
24%,, with the manufacturing index dropping from 100 in 1977 to 63.3 in 1981. Per 
capitaa GDP fell by a total of 19.7% between 1970 and 1980 and by a further 21.2% 
betweenn 1980 and 1983 (Hutchful, 1997: 4). 

Thee failure to arrest this decline resulted in high costs for both the Ghanaian state 
andd its citizens. Inflation and informalisation, while presenting the majority of the 
Ghanaianss with dire challenges for survival, also entailed severe shifts in income 
andd social power and intensified class and ideological polarisation in Ghanaian so-
ciety.. A second outcome was severe erosion and de-legitimation of the state itself 
andd its institutional apparatus. Policy instability was reflected in the equally rapid 
shiftss in, and a bewildering diversity of, political and ideological regimes (Hutch-
ful,, 1997: 5). 

Inn a period of such economic decline and erosion of the power of the state and its 
legitimacy,, the most vulnerable tier of government administration in the country is 
thee local government system. It is no wonder that the local government administra-
tion,, which was considered the weaker tier, suffered further, particularly during the 
1970ss and early 1980s. The administration of all public affairs, including all local 
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levell  development, was centralised in central ministries and their line departments 
hadd extremely weak deconcentrated field offices. 

Thee initial efforts of the Provisional National Defence Council (PNDC) govern-
ment,, which took over power in Ghana in 31 December 1981, failed to stem the 
crisiss and during 1982 all economic indicators degenerated further, even though 
theree was some improvement in the management of the deficit, enforcing price 
controlss and suppressing the black currency market. With the severe drought and 
bushfiress and the expulsion of about a million illegal Ghanaian migrants from Ni-
geria,, events took a really grim turn. This situation, coupled with failing domestic 
productionn and export, shortages of goods on the market and a severe foreign ex-
changee situation, precipitated the Government to negotiate with the World Bank 
andd the IMF for a structural adjustment programme (SAP). 

5.2.25.2.2 The 1988 decentralisation reform 

Thee need for decentralisation has been dealt with in detail in Chapter 2. The rea-
sonss mentioned there also apply to the Ghanaian case. However, other factors 
mightt be peculiar to Ghana. Though decentralisation may have its rationale and 
critiques,, different countries embark on this course for varying reasons. Ghana is 
nott an exception to this general rule. The inherent deficiencies of the previous gov-
ernancee systems in Ghana created the need to continuously search for a viable and 
alternativee system to address the needs and aspirations of the localities within the 
country'ss developmental objectives, whilst at the same time giving practical mean-
ingg to participatory democracy, i.e. grassroots democracy. There are quite a num-
berr of factors that acted in concert to help influence the 1988 process (e.g. Crook, 
1994).. The following are the main reasons why Ghana decentralised. The first re-
ferss to the pressure from international donor countries and agencies, particularly 
thee IMF and the World Bank, and their conditionalities. Secondly, there are the 
ripplingg effects of the crack in the Soviet system, which culminated in the uni-polar 
worldd following the fall of communism in Eastern Europe and the collapse of sta-
tism,, and a global direction move towards democratisation.37 The third refers to the 
re-emergencee of neo-liberal philosophy calls for prominence of the private sector 
ass the engine of growth. The fourth relates to the recognition of the government's 
inabilityy to provide all the means and needs alone. Fifthly, there was the civil ser-
vicee reform dating from the 1983 economic recovery programme, which was based 
onn the structural adjustment programme of the IMF and the World Bank, in which 
decentralisationn was one element in the continuing process of rationalisation, re-
trenchmentt and divestiture by government of its responsibilities. The sixth factor 

Seee speech by Ghana's President Fl. Lt. J. J. Rawlings at INDAFA Park on December 2000. 
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dealss with the PNDC's long-standing commitment to popular democracy, which in 
itss initial populist form meant direct democracy and the encouragement of commu-
nity-basedd self-reliant development. Lastly, there is the quest for a Ghanaian form 
off  national democratic constitution. 

DecentralisationDecentralisation in practice since 1988 
Decentralisationn has become a dominant feature of Ghana's return to a liberal-
democraticc system of government. Although it is certainly not new38 on the coun-
try'ss political agenda, it was newly justified, according to Richard Crooks (1994), 
withh a set of much broader and ideologically rooted arguments deriving from the 
prevailingg neo-liberal orthodoxy (rolling back the state, promoting people's par-
ticipation,, etc.). In addition, decentralisation seemed the only feasible way to stabi-
lisee the political system and to mitigate resentment towards the government in Ac-
cra.. The system that was introduced in 1988 was clearly initiated from above by 
thee central government, perhaps under some pressure from international organisa-
tionss such as the World Bank and International Monetary Fund (IMF). Ghana's 
approachh to decentralisation was based on four macro objectives: 

Too democratise state power in a manner that would create an opportunity for a 
majorityy of Ghanaians to take part in collective decision-making and have ac-
cesss to political authority. The system that came into being in 1988 was based 
onn the idea of empowering the people through the district assemblies. 
Too restructure the machinery of government and reform local governments to 
takee responsibility for local administration and development and to make pub-
licc administration more efficient and responsive to local needs. 
Too restructure the allocation of resources and reassign functions and responsi-
bilitiess to the three levels of government (national, regional and district) in or-
derr to promote the efficiency of management. 
Too promote local development, with involvement of the people, as a special 
pre-occupationn to improve living conditions in all localities in the country. 

Thee country's decentralisation policy defines the district as an operational unit 
wheree the key strategies for development can be harnessed. The district assembly is 
thereforee the focal point for planning, decision-making and implementation of de-
velopmentt policy in the district. It is composed of 70% elected members and 30% 
unelectedd officials appointed by the President of Ghana. The appointed officials 
includee technocrats (who for some reasons may not like to mount political plat-
formss to campaign for positions, but who invariably are needed for their technical 
expertise),, chiefs who are the custodians of the land and representatives of civil 

Itt has been tried before (e.g. in 1974), but without success due to a change of government and the 
lackk of political will to implement the original proposals. 
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organisationss (including trade unions). Members of parliament from the district are 
non-votingg members of the assembly. Decentralised organisations operating within 
thee area are expected to be integrated into the district assembly and the staff of the 
departmentss comes under the direct supervision of the District Chief Executive to 
ensuree better coordination of development activities in the district. The district is 
expectedd to have one composite budget for its departments, including the decentral-
isedd departments. The new structure is expected to completely eliminate the con-
ceptt of line departments with branch offices at the regional and district levels for 
thee implementation of programmes and projects. 

Ghana'ss 1992 constitution makes comprehensive provisions for local government 
decentralisation,, confirms the system established in 1988 and strengthens the role 
off  district assemblies in the governance of their districts. Since the implementation 
off  the district assembly concept in 1989, Ghana's system of public administration 
hass been basically a five-tier one (but six-tier in the case of metropolitan assem-
blies),, with the central government at the apex. This is followed by a regional co-
ordinatingg council (RCC) occupying a hybrid position of being both an extension 
off  the central government and the coordinator of the activities of the local govern-
mentt (see Figure 5.1). 

Thee fulcra of the local government system are the district assemblies, described in 
thee 1992 constitution as the "highest political authority in the district". The Local 
Governmentt Act of 1993 (Act 462) designates the district assemblies as the politi-
cal,, administrative, planning, development, budgeting and rating authorities in their 
respectivee geographical areas of jurisdiction. The sub-district structures comprise a 
seriess of urban, zonal, town and area councils and a countrywide network of unit 
committees.. The metropolitan assemblies have an additional structure just below 
thee assembly - the sub-metropolitan assemblies. The new local government system 
iss a four-tier metropolitan system with three-tier municipal and district assemblies, 
i.e.. metropolitan assemblies have four levels, whilst municipal and districts have 
threee (see Figure 5.2.). 

Thee 1988 reform mainly involves the creation (from 65 district councils) of 110 
districtt assemblies, including three metropolitan assemblies. The new structure ca-
terss for the cross-sectoral coordination of policies and plans at national and district 
levell  through the National Development Planning Commission (NDPC) and the 
districtt assemblies. It has led to the election of members for the district assemblies 
andd the unit committees. These processes are intended to enhance grassroots par-
ticipatoryy democracy further, or to bring the system of government to the "door-
steps""  of the people. The reform has led to the creation of the Ceded Revenue and, 
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moree importantly, the District Assembly Common Fund (DACF). The decentralisa-
tionn also involves the transfer or integration of the line departments within an area 
intoo the district assemblies and a composite budget to include all the line depart-
ments.. From the practical point of view, quite a number of the main objectives for 
decentralisationn have been achieved (see Post, 2001). However, there are still many 
unfulfilledd objectives which affect the process, such as the non-integration of some 
off  the line departments and the composite budget. Clearly, the manner in which 
decentralisationn is implemented can lead to varying results from their intended 
purposes,, i.e. the difference between the formal rules and the actual practice. In 
manyy instances, the provisions exist only on paper. Though the emergent institu-
tionall  arrangement for the management of public affairs under the 1988 decentrali-
sationn reform represents a fundamental departure from the previous systems of 
governmentt in the country, there are many things not in consonance with the rules. 

Figuree 5.1 The organogram of local government administration in Ghana, since 
1988 8 
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Figuree 5.2 The new local government system in Ghana, since 1988 
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Thee decentralisation reform not only entails a transfer of political administration 
andd decentralised public services delivery from the centre to the district assemblies, 
butt also within the district assemblies to the lower levels and structures of author-
ity.. In the Accra Metropolitan Assembly, for example, this involves the transfer of 
responsibilitiess for the provision of some public services from the AMA head of-
ficee (i.e. the centre) to the six sub-metropolitan assemblies (Ablekuma, Ashiedu 
Keteke,, Ayawaso, Kpeshie, Okaikoi and Osu-Clottey). Each of these sub-metropolitan 
assembliess handles, or has supervisory role for, specific public services within their 
areaa of jurisdiction. These include revenue collection (such as market toll, land poll 
andd property rates), primary schools, maintenance of roads, solid and liquid waste 
management,, maintenance of public toilets, etc. The sub-metros have made tre-
mendouss impacts in some areas (such as the collection of market tolls) and are con-
stantlyy improving their skills in delivering these services. District assemblies are 
constantlyy training and equipping personnel, particularly those in the lower structures 
too perform decentralised service delivery. However, in general, the sub-metros in 
Accraa have proved incapable of discharging their duties in some decentralised pub-
li cc services. One of such failures is in solid waste collection. Despite the logistics 
givenn to the sub-metros, they could not cope with the escalating volume of solid 
wastee being generated in the city (see Chapter 6). Other services in Accra, with 
regardd to which the sub-metros have failed woefully include sanitation, the sanc-
tioningg of offenders, the enforcement of byelaws and contract agreements. Al -
thoughh the decentralisation programme has indeed brought some positive results, it 
iss fraught with difficulties. The discussion below gives a brief presentation of the 
weaknessess of decentralisation. It assesses the reform with regard to the district 
assemblies,, applying an adapted version of Crook's model: political guidance, ad-
ministrativee obstruction, accountability (to the public) and responsiveness, and fis-
call  performance. It also incorporates the six points assessment by Post (2001) and 
Postt and Obirih-Opareh (2001). The factors may affect one another and are mutu-
allyy reinforcing. 
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PoliticalPolitical guidance 
Thee decentralisation policy enabled democratic elections at district level and has 
alsoo enabled citizens to present their grievances to the council through their repre-
sentatives.. This development facilitates regular consultation between the members 
off  the assembly and their electorate and certainly helps to consolidate the spirit of 
democracyy among ordinary people. Secondly, the programme has also provided 
opportunitiess to a new generation of people looking for a career in politics (Crook, 
1994;; Ayee, 1997a and b; Post, 2001; Obirih-Opareh, 1998). However, the 'non-
partisan'' democratisation of the district assemblies obscures voters' preferences in 
termss of policies. Though, on paper, the election of district assembly members is 
supposedd to be non-partisan, in practice they tend to be linked to political parties. 
Thiss is because in reality all the peoplee seeking political positions in the assemblies 
aree affiliated to one party or the other. The government's aim of preventing parti-
sann politics at the district level has been thwarted. The government appoints 30% 
off  the assembly members. The status of the Ministry of Local Government and Ru-
rall  Development (MLG&RD) itself within the decentralisation process is a major 
testimonyy of the difference between formal rules and actual practices. Under the 
PNDCC Law 207, the present MLG&RD, which oversees the decentralisation process, 
iss expected to dissolve itself to become the Secretariat of the district assemblies. It 
hass failed to do so and it is still very powerful and an antithesis of decentralisation. 
Thiss might seriously affect its capacity to enforce compliance of other ministries ef-
fectivelyy in order to deliver power. 

Thee lack of commitment to guiding the process from the top downward partly ex-
plainss the weakness of local government administration in Ghana. First, the central 
governmentt has not really devolved enough power to the district assemblies. The 
MLG&R DD assumed a key role in local affairs and the dominant degree of author-
ity,, decision-making and actions at the local level still lies in the ambit of central 
controll  (Kessey, 2001, 1995; Kroes and Mensah-Abrampa, 1996). Thus, the partial 
democratisationn associated with decentralisation could shift popular protest from 
nationall  to local government, but decentralised local government is still largely 
accountablee to the central government (MLGRD, 1996; Crook, 1994). 

Lik ee the central government, Ghana's local government administration is still 
basedd on the belief that the government rules and that the public complies rather 
thann on the idea of participatory democracy and one which facilitates greater pri-
vatee sector participation. Decentralisation is seen too much as a technique that wil l 
automaticallyy bring governance closer to the people. The implementation of the 
structurall  adjustment programme has led to a situation in which the central gov-
ernmentt needs not only to re-set the rules of the liberalised economy, but also to 
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controll  opposing forces within society (particularly the urban-bureaucratic interest 
thatt are threatened by adjustment policies): a tendency diametrically opposed to the 
decentralisationn exercise (see Mohan, 1997). 

Thee commitment of the previous government to decentralisation and democracy 
despitee what was on paper and official rhetoric, was best summed up by President 
Rawlings,, who on December 2000 publicly admitted his distaste for democracy 
andd revealed that the collapse of the former Soviet Union and socialism forced the 
PNDCC to accept democratic governance. In his own words, "some of us had no 
choicee but to accept it, otherwise to be honest, we were driving towards Museveni's 
systemm of rule".39 It is no secret that what Rawlings and his group had in mind is 
nott what unfolded before their own eyes. External and internal pressures brought 
thee change. As Adarkwa and Post (2001: 34) put it: "... at the beginning of the 
1990s,, the Rawlings military regime could no longer resist the strong domestic and 
foreignn pressure for democratic reform". However, former president Rawlings de-
servess credit for allowing the change. 

Thee decentralisation process demonstrates an inherent tension between market-led 
developmentt and decentralisation. The neo-liberal development orthodoxy is based 
onn the belief of "growth now, redistribution later". Cook explains the failure to im-
plementt many of the legal and financial measures required for successful decen-
tralisationn in Ghana. According to Crook, the Ministry of Finance and the Office of 
thee Head of the Civil Service were principally concerned with implementing an 
economicc recovery programme, most of whose requirements directly contradicted 
thee previsions of the decentralisation programme. Although decentralisation im-
pliess a strengthening of state institutions, the central government embarked upon 
policiess of staff retrenchment and salary reduction that eroded local government 
service.. Despite the decentralisation policies, therefore, service provision at local 
levell  clearly declined over the years (Crook, 1994: 360-361). 

Manyy of the arguments put forward to explain the inappropriateness of the previous 
models,, particularly the single and dual hierarchical models, also apply to the pre-
sentt system. They refer to more fundamental problems that pertain to the prevailing 
politicall  culture and the weakness of state-society relations in Ghana. These prob-
lems,, according to Post (2001), are closely related to the endemic weaknesses that 
troublee and frustrate many African states and are therefore not peculiar to Ghana. 
Inn the subsequent analysis, we will look at the administrative-organisational prob-
lemss that are complicating the decentralisation process. 

Seee the Ghanaian Chronicle, 6 December 2000: "Rawlings goes wild at INDAFA" . 
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AdministrativeAdministrative obstruction 
Theree are many factors which act in concert to frustrate the realisation of the an-
ticipatedd benefits of the decentralisation process. First of all there is the non-
establishmentt of area and town councils. These non-elected bodies just below the 
districtt assemblies (and in the case of metropolitan assemblies just below the sub-
metropolitann assemblies), together with the unit committees, are expected to mobi-
lisee local enthusiasm and resources in support of the district assemblies' develop-
mentt objectives. The unit committees, which have a membership of 70% elected 
andd 30% appointed, just like the assembly itself, had still not been established by 
Septemberr 2001 despite elections to that effect in September 1998. This is due to 
lackk of quorum because of inconclusive results of the 1998 elections in many areas. 
Unitt committees are the basic political units operating at the grassroots level, rep-
resentingg between 500 and 1,500 people. The unit committees, being in close touch 
withh the people, would have the important role to play with regard to public educa-
tion,, revenue raising, facilitating registration of births and deaths, organising com-
munall  labour, ensuring environmental cleanliness and implementing and monitor-
ingg self-help projects at the grassroots level. The unit committees provide the 
frameworkk within which all the communities would have opportunities to pursue 
theirr development, hopes and aspirations. Indeed, a substantial part of the decen-
tralisedd execution of development wil l lie with these area/town councils and unit 
committees.. Their effective functioning would also expose the full array of oppor-
tunitiess that are available to address critical issues of administration and develop-
mentt in the communities. The establishment of all the area and town councils and 
unitt committees throughout the country would help to give practical meaning to 
grassrootss and participatory democracy. For many years, the decentralised system 
operatedd without any institutionalised form of consultation with local communities 
att all. At the same time, district assemblies have taken the opportunity to centralise 
withinn their boundaries (Ayee, 1997c). The non-establishment of the base struc-
turess of the new local government system clearly affects the smooth administration 
off  the district assemblies and is a major problem with regard to the implementation 
off  the decentralisation process. 

Secondly,, the idea of merging the line departments and their functions with the dis-
trictt assemblies is still not functional, as some departments continue to rely on their 
parentt organisation for their budget, direction, supervision and promotion. Besides, 
seniorr civil and public servants (officials) are unwilling to eliminate dual allegiances. 
Accordingg to the PNDC Law 207 of 1988, each district assembly was to have 22 
decentralisedd line departments and agencies. However, because of problems asso-
ciatedd with the integration of the departments, the 1993 Local Government Act 
(Actt 462) reduced the number of line departments for the metropolitan assemblies, 
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municipall  assemblies and district assemblies to 16, 13 and 11, respectively. Ac-
cordingg to the Ghana's Parliamentary Debates (2000, p. 3973): "as of now, we do 
nott have these departments in place". 

Thirdly,, the district assemblies do not have a composite budget (i.e. one budget for 
alll  departments in the districts, including the line departments) - a cardinal re-
quirementt of the decentralisation programme. This means that the district assem-
bliess do not control a substantial part of the budget in the districts. The payment of 
departmentss that officially fall under the district assembly jurisdiction continued to 
bee channelled through central government. In 2000, the so-called composite budget 
(thee aggregate revenue and expenditure of the districts, including the departmental 
budgetss assigned to a certain district) had still not materialised, leaving the district 
assemblyy without discretionary power over all its allocation. Central ministries, 
notablyy the Ministry of Finance, are reluctant to hand over substantial parts of their 
budgett (hence power) to other institutions. In practice, therefore, directives on 
practicallyy every matter still emanate from the central ministry in Accra. This situa-
tionn also helps to explain the lack of coordination at the local level, as decisions on 
thee provision and management of services and utilities are still largely taken by 
independent,, vertically integrated agencies. Similarly, local officials remain largely 
loyall  to the hand that feeds them rather than to the district assembly (Kroes and 
Mensah-Aprampa,, 1996; Ayee, 1997a; Obirih-Opareh, 1998). In the second place, 
thee district assemblies are severely handicapped by inadequate funding. As far as 
thee districts' own sources of revenue are concerned, the potential is usually not 
fullyy reaped due to the understaffing of revenue collection agencies, poor training 
andd low motivation of revenue staff, inadequate databases and administration, and 
thee illici t practices of underpaid collectors (Kessey, 1995). Furthermore, the avail-
ablee sources of local revenue are usually not very lucrative and highly unreliable. 
Despitee the creation of additional sources of income (ceded revenue and DACF), 
thee disbursements are insufficient to cover all the district assemblies' new respon-
sibilities.. In fact, the introduction of the DACF has brought about a corresponding 
declinee in local revenue mobilisation efforts. Moreover, the district assemblies are 
restrictedd in their freedom to decide on its use because the central government de-
terminess the categories of expenditure of the approved DACF. The money is 
largelyy allocated to physical structures such as schools, clinics or markets that are 
once-onlyy and visible investments. The increase in central funding has also led to a 
tighteningg of central control, thus hollowing out local autonomy, most notably in 
thosee areas that depend highly on such funding, such as the poor rural district as-
sembliess (Ayee, 1997b; Razin and Obirih-Opareh, 2001). 
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Fourthly,, the marginalisation of local development planning illustrates the obsta-
cless to decentralisation. The National Development Planning Commission (NDPC), 
whichh was set up in 1990 to centralise both economic and spatial planning, exists 
ass an antithesis to the decentralisation exercise (Larbi, 1996: 195; Post: 2001: 32). 
Thee NDPC is indeed at the core of the planning system, charged with operationalis-
ingg a new concept of development planning based on decentralised and people-
centredd approaches. However, Akuffo (2001b) thinks the NDPC has concerned 
itselff  solely with economic planning to the total exclusion of physical and spatial 
planning.. Section 47(1) enjoins the National Development Planning Commission 
(NDPC)) to prescribe the format for the district assemblies' plans and for the district 
assembliess to submit their district development plans - Section 47(2) - to NDPC 
forr approval. These provisions have not been complied with. As the central coordi-
natingg body, it also accommodates strong national interests. The high tendency of 
thee NDPC to impose planning procedures on the district assemblies, which the lat-
terr should comply with, undermines the decentralisation process. The discretionary 
powerr of the district assemblies in planning is limited because almost all expendi-
turee on development depends on disbursements from the central government. As 
farr as the District Planning Coordinating Units are concerned, most of these suffer 
fromfrom staffing and logistical constraints that cannot easily be solved locally. Be-
sides,, all the district planning officers are appointed by the NDPC. 

Fifthly,, ministerial reorganisations and new procedures for decision-making and 
consultationn between various layers of government, to bring local departments ac-
tuallyy under district assembly jurisdiction and to provide district assemblies with 
thee human and material resources to execute their powers properly have severely 
delayedd the decentralisation process. The government failed to provide the required 
politicall  guidance and entrusted the implementation of the programme to a largely 
unwillingg bureaucracy that dragged its feet (Ayee, 1997a; Obirih-Opareh, 1998). 

AA sixth important weakness of the local administrative machinery is its lack of 
qualifiedd manpower, a problem that has been compounded by the increase in the 
numberr of district assemblies from 65 to 110 in 1988. Many district assemblies do 
nott have offices for all the decentralised departments. Even if the departments are 
physicallyy present, staffing is a major problem. Considering the unattractive level 
off  payment in the district assemblies, it is very difficult to interest university 
graduatess (Obirih-Opareh, 1998; Post 2001). Besides, the district assemblies are 
nott at liberty to recruit their own personnel and depend completely on Accra for the 
appointment,, promotion, removal and disciplining of staff. Vacancies often remain 
openn for extended periods because a lot of opposition exists to remote postings 
amongg civil servants. Department heads serve many districts by moving from one 
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districtt to another (Ayee, 1997a; Post, 2001). The chronic shortage of residential 
andd office accommodation, as well as logistics and office equipment, seriously im-
pairss the motivation of the officials. 

Finally,, the prevailing administrative culture is largely prescriptive, procedural and 
authoritarian.. Despite efforts to strengthen the capabilities of local officials through 
trainingg programmes, district assemblies are still largely bogged down in routine 
businesss and spend a lot of time dealing with trivial matters instead of policymak-
ingg and its implementation. The idea of the local government facilitating and or-
ganisingg on behalf of development rather than taking the lead in the process still 
encounterss considerable resistance (see Chapter 2). 

AccountabilityAccountability and responsiveness 
Accountabilityy of the district assemblies, including the Accra metropolitan assem-
bly,, can be looked at from three angles: (i) political accountability, i.e. answerable 
too political bosses, particularly the president and the regional minister; (ii) public 
accountability,, i.e. accounting for stewardship in office to the public, seeking the 
mandatee of the people or electorate through elections and re-elections; and (iii ) fi-
nanciall  accountability, i.e. answering to how public money was used (addressed in 
moree detail in the sub-section on fiscal performance below). These three domains 
aree quite intertwined, and difficult to isolate in most cases. Responsiveness is the 
fourthh angle. The district chief executive, who serves as the central government 
representativee and chairman of the most powerful committee of the district assem-
blyy - the executive committee - is still appointed by the president of the country. 
Ass a result he is not accountable to the people, because he is neither elected nor 
seekss re-election through universal adult suffrage. His nomination requires a two-
thirdd majority confirmation vote in the assemblies by members of the assembly 
presentt and voting. Probity and accountability seemed to be the clarion call of the 
decentralisationn policy. However, these seem to be a mirage. Various reports by the 
Auditorr Generals on the district assemblies in the country, since their inception in 
19888 to date, show widespread misappropriation and misapplication of financial 
resources.. These worrying revelations give ammunition to anti-decentralisation 
forcess in the country. Though the decentralisation process was expected to create a 
sensee of awareness and dedication among the communities to take the development 
off  their areas into their own hands, this has failed to materialise as anticipated. The 
existencee of formal democracy is by no means a sufficient guarantee for meaningful 
grassrootss participation. Politically, the district assemblies do not seem to have 
moree power and autonomy as envisaged in the 1988 decentralisation policy. 
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Criticss have often qualified the Ghanaian democracy under the Rawlings' regime 
ass authoritarianism in disguise (Amponsah, 2000; the Economist, August 1993; 
Herbst,, 1993; Gyima-Boadi, 1995). Grassroots participation is essential for im-
provedd local government because the communities know their problems best. It 
alsoo provides opportunity for community and opinion leaders to play significant 
roless in matters that affect their localities. However, this turned out to be populist 
rhetoricc by the Rawlings government. Furthermore, the integrity of the administra-
tive-organisationall  apparatus is constantly undermined by the pervasive influence 
off  corruptive practices at virtually all levels of the district assemblies - ranging 
fromm the DCE to the municipal messenger. How responsive were the district as-
sembliess to their people? And how responsive were the people to the plans and 
programmess of the district assemblies? Did the people play active roles in the deci-
sion-makingg process and in the implementation of projects and programmes in 
theirr areas? There is very littl e literature on this at the moment on responsiveness 
off  the district assemblies to their people and vice versa. However, some people, 
includingg those producing printed media, played watchdog roles in monitoring the 
activitiess of district assemblies, particularly with regard to the disbursements, di-
vergence,, misapplication and misappropriation of funds, as well as corruptive prac-
ticess and use of government properties. Although these people do not have details 
onn what they allege, such whistle blowers help to investigate some of these allega-
tions,, which often yields substantially more information than was even alleged. 
Below,, we look at the issue of the fiscal performance of the district assemblies. 

FiscalFiscal performance 
Fiscall  aspects play key roles in local government reforms and in determining their 
success.. Inadequate funding is one major factor which accounted for the failure of 
locall  governments in Ghana to perform as expected. There were serious financing 
gaps.. Radical reforms have been introduced since 1988 to address this teething 
problem.. Two of these measures are ceded revenue (i.e. revenue collected by the 
centrall  government, but given to the Ministry of Local Government to be shared 
amongg all the district assemblies by the Ministry of Local Government according 
too a formula) and the district assembly common fund (DACF) (i.e. a grant from the 
centrall  government constituting 5% of all government revenue for the country ad-
ministeredd by the office of the district assembly common fund and shared accord-
ingg to a formula approved by the Parliament). Razin and Obirih-Opareh (2001) 
pointedd out that ceded revenues constituted a major central transfer during the early 
yearss of decentralisation, apart from direct payment of wages and travel expenses 
off  district assembly employees by central government. These revenues included 
sharess of taxes collected by the central government on stool lands, casinos, betting, 
gambling,, entertainment, daily transport, etc. These revenues, which until 1988 
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weree collected by both the central government and the district councils, but since 
thee 1988 reform have been collected by only the former, are "ceded" to the 110 
districtt assemblies to be shared among them by the Ministry of Local Government, 
accordingg to a formula (Ayee, 1997a; Obirih-Opareh, 1998). The advantage of 
cededd revenues lies in the flexibility of their use. However, this source offered only 
andd unreliably small amounts of resources and could not provide solutions to de-
velopmentt finance. 

Thee most radical provision for fiscal transfers to the districts is the establishment of 
thee District Assembly Common Fund (DACF) under the 1992 constitution, in 
whichh the Parliament annually allocates no less than 5% of the total government 
revenuess of Ghana which is payable in quarterly instalments to the districts for de-
velopmentt purposes. The formula for sharing the DACF is approved each year by 
thee parliament (see Table 5.2). Of the total pool allocated to the DACF, 10% is not 
distributedd according to the criteria in Table 5.2, but are kept at the DACF Admini-
strationn for bulk purchases of items to the district assemblies. 

Tablee 5.2 Formula for sharing district assembly common fund 

No.. Factor  Weight Rationale 

1.. Needs 35% To address imbalance in development 

2.. Responsiveness 20% To motivate the district to generate more income locally 

3.. Equalisation 30% To ensure each district has access to a specified minimum sum 
fromfrom the fund 

4.. Service pressure 10% To assist in improving existing services which as a result of 
populationn pressure are deteriorating faster than envisaged. 

5.. Contingency 5% To take care of unforeseen events. 

Source:Source: Office of District Assembly Common Fund Administrator 

Thee introduction of the DACF in 1994 produced a major change in local govern-
mentt finance. The DACF has become the largest source of revenue and for some 
deprivedd district assemblies the only important source besides the ceded revenue. 
Thee DACF is mainly for development projects. District assemblies apparently have 
littl ee autonomy with regard to the use of the DACF and must comply with the 
guideliness of the Ministry of Local Government. Kroes and Mensah-Abrampa 
(1996)) therefore pointed out that district assemblies seek to comply with pro-
grammess and projects that are "proposed" at national level, such as construction-
orientedd and physically perceptible projects. Razin and Obirih-Opareh (2001) ar-
guedd that at local level, and in spite of the District Tender Boards, the focus on 
capital-intensivee infrastructure investments in local development creates opportuni-
tiess for cronyism, breaches of laid-down regulations and corruption. 
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Ann increase in government fiscal transfers, particularly since the introduction of the 
DACFF in 1994, has greatly enhanced the decentralisation process. However, fi-
nancingg local development in Ghana, like elsewhere in most developing countries, 
iss fraught with a lot of difficulties, particularly as far as the poor rural district as-
sembliess are concerned. The high incidence of poverty among the populace means 
limitedd taxable sources. Many people blame the financial handicap of local gov-
ernmentss on the central government's monopoly of lucrative tax sources, thereby 
leavingg only the low yielding ones to the local authorities. Sometimes, the problem 
relatess to the under-utilised, inadequate, and inelastic fiscal resource base, which 
hass limited the capacity of cities for self-reliance in meeting the service need of the 
locall  population (Kroes and Villeneuve, 1995: 2). However, the district assemblies' 
poorr performance in local revenue collection is also partly to blame. Kessey (1993, 
2001)) observed that the situation is exacerbated by a low local tax effort, poor local 
financiall  management, rural people's relative inability to pay taxes and low will -
ingnesss to pay tax voluntarily at local level due to a lack of direct benefits from 
taxation.. Local authorities have not yet fully utilised the potentials of private sector 
participation,, even though this is a major task the government sought to address 
underr the decentralisation policy and the district assembly concept. 

Adjustmentt programmes, accompanied by fiscal decentralisation without adequate 
redistributivee transfers such as the one in Ghana, can accentuate inter-regional and 
urban-rurall  disparities in income and wealth, because wealthier and better-endowed 
urbann governments benefit most from increased taxing powers (Bahl and Linn, 
1994;; Bardhan, 1997; Razin and Obirih-Opareh, 2001; Riddell, 1997). Many dis-
trictt assemblies have either only minuscule revenues, or are dependent on discre-
tionaryy or negotiated central transfers. The politically powerful capital city of Ac-
craa has usually been much wealthier than other district assemblies. District assem-
bliess in rural areas are particularly weak. Central governments often seek to reduce 
suchh disparities through central government equalisation grants. But where gov-
ernmentt transfers are largely based on the political goal of buying support, they 
couldd have even been regressive, favouring richer areas (Bardhan, 1997). 

Thee DACF is a double-edge sword. Whilst it has helped to transfer substantial re-
sourcess to the district assemblies, thereby making it possible for the poor district 
assembliess in particular to provide development projects in their area, it has also 
madee them over reliant on it instead of developing mechanisms to increase internal 
generatingg capacities for own revenue mobilisation. Various reports by the Audi-
tor-Generall  on the district assemblies since their inception in 1988 show gross mis-
appropriationn and misapplications of finances meant for development projects in 
thee districts. Some of the district assemblies run their districts, particularly with 
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regardd to the finances of the district assemblies, with total disregard for the regula-
tionss that have been laid down. The findings reveal weaknesses in the internal con-
troll  systems of the district assemblies. Stringent financial management is crucial 
forr the realisation of the objectives of the decentralisation policy. 

Ann appreciable degree of fiscal empowerment has accompanied decentralisation 
efforts-- However, the government has refused to concede lucrative revenue sources 
too the district assemblies. Property taxes and the basic head taxes are difficult to 
collect.. Properties were hardly ever valued40, if at all. Many local tax bases have 
beenn unproductive and only increased the cost of collection. The main source of 
incomee - non-tax revenues (market tolls, fees, etc.) - has been highly unstable. The 
longg history of local government failure and the continued misuse of resources that 
cann be mobilised locally have also made taxpayers cynical about what the district 
assembliess may do with local revenues. 

Financiall  control and restriction by central government over capital spending has 
becomee tighter as a result of structural adjustment. The central government paid the 
entiree wage bill of the district councils before 1985. In the context of structural ad-
justment,, it decreased payment to only 50% of the salaries of district council em-
ployeess (except for key administrative and financial staff). The impact of this pol-
icyy on the district assemblies was quite dramatic. Many low-level personnel were 
laid-offf  whereas other employees remained on half pay (Crook, 1994). In 1995, the 
governmentt resumed paying 100% of the salaries of district assembly employees, 
thoughh only those occupying administrative jobs and a certain number of labourers 
havee been entitled to the civil servant status. Additional labourers have been paid 
directlyy by the district assemblies from their own resources. 

5.2.35.2.3 The privatisation of public services 

Closelyy related to the 1988 decentralisation exercise is the policy of privatisation. 
Thee latter is part and parcel of the same neo-liberal paradigm that aims to reduce 
statee power and give greater prominence to the market. Privatisation has become a 
keyy component of Ghana's reform policy. Many reasons account for this (see be-
low).. However, privatisation of different kinds of activities requires different kinds 
off  approaches. For instance, privatisation of state-owned enterprises (SOEs) is dif-
ferentt from the privatisation of urban services. Whilst SOEs are usually under the 
jurisdictionn of central government agencies and their performance measured in 
purelyy financial economic terms, urban services are usually controlled by local au-
thoritiess and their success is not only governed by economic returns but also by 

Inn June 2001, the AMA started to carry out valuation of all landed properties in Accra. 
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sociall  and political factors (Post, 2001). However, the fact that the success of the 
performancee of urban services is not only governed by economic returns, but also 
byy social and political factors and the over-exploitation of some of these elements 
(i.e.(i.e. public goods) perhaps partly explains why some urban services find it difficult 
too sustain themselves without financial support from the local authority or the state. 

MotivesMotives and the rationale for privatisation in Ghana 
Thee reasons for privatisation are universal and the same apply to Ghana. Many de-
velopingg countries are experiencing a push for privatisation from several sources. 
Thesee are partly from their own experience of the fiscal difficulty of sustaining 
servicess and also under pressure of donor influence, particularly through structural 
adjustmentt programmes, and of the example of those advanced countries, which 
havee gone down this path (Batley, 1996: 723). According to Herbst (1993: 98) the 
motivationn for reform comes not from some kind of fundamental rethinking about 
thee state's role in the economy, but from more immediate fiscal and efficiency con-
cerns.. The privatisation process, like the decentralisation reform, is also due to 
pressuress from the international donor community, particularly the Bretton Woods 
institutions.. Besides, under-financed district assemblies and their incapacity to pro-
videe the service as efficiently and effectively as expected created an additional im-
petuss for privatisation. The private sector is recognised as the engine of growth of 
thee economy. However, in Ghana this has not been the major reason for its growing 
popularity.. It was motivated both by the huge fiscal drains of state-owned enter-
prisess (SOEs) as well as by the incapacity of most local authorities to adequately 
deliverr the services that were brought under their supervision and responsibility 
throughh decentralisation. The privatisation option was the most credible alternative. 
Thee penetration of the World Bank and the IMF in Ghana's economic management 
sincee the early 1980s, at the height of the country's economic crisis, created the 
politicall  atmosphere for the private sector to play an increased role in the economic 
managementt of the country. 

Ghana'ss SAP that included privatisation of SOEs (some of which were services) 
consistedd of two phases. The first concerns IMF's stabilisation programme which, 
inn general, involves overall policies for macro-economic stability: devaluation of 
thee Ghanaian currency, cuts in social spending, trade liberalisation, etc. The second 
phasee involves the World Bank's adjustment programmes, which are based on 
markett principles: market-led development, a slim public sector due to the retreat-
ingg state and a growing private sector as the engine of growth, divestiture of SOEs, 
privatee sector participation in services such as water supply, etc. In the first phase, 
thee major focus was on the reduction of government expenditure in the form of cuts 
inn subsidies to prices of goods and services, elimination of price controls, devalua-

126 6 



DecentralisationDecentralisation and Privatisation in Ghana Formal Rules and Actual Practices 

tionn of the cedi and free trade policies. The PNDC government of the time was able 
too push these policies through easily in Ghana because it was neither a democrati-
callyy elected government whose policies were debated by any legislature nor were 
peoplee given a chance to participate. Due to the "effective" implementation of 
thesee policies, some of which were draconic in nature, Ghana was praised as a test 
casee of a successful SAP when initial results showed moderate inflation, reduced 
governmentt deficit and economic growth averaging 5% a year. 

Thee second phase of the recovery programme placed more emphasis on institu-
tionall  reform, including the promotion of private investment, privatisation of 
SOEs,, rehabilitation of basic infrastructure, export promotion and reallocation of 
publicc investment. In the second phase, the element of coercion, which was present 
inn the first phase, could not be applied in some cases. For instance, private inves-
torss cannot be made to invest in Ghana by just a passage of decree, while govern-
mentt subsidies could be withdrawn by a simple governmental decree. In 1988, the 
PNDCC government launched the divestiture programme and subsequently estab-
lishedd the Divestiture Implementation Committee (DIC) as the implementing 
agent.411 In justifying the need for the privatisation of SOEs, the DIC argued that 
statee enterprises have performed inadequately over the years due to factors such as 
overstaffing,, excessive bureaucracy in decision-making and absence of the com-
mitmentt and entrepreneurial direction that private investment brings to business. 
Accordingg to the government, the privatisation programme is a strategy to attract 
freshfresh capital from non-governmental sources to turn often inefficient and generally 
distressedd enterprises into profitable ones.42 According to the DIC, there were over 
3000 SOEs operating in all sectors of the economy when the privatisation pro-
grammee started, most of which had been disposed off. Privatisation of SOEs has 
thee potential of turning inefficient companies (operating at enormous losses and 
increasingg the burden on the taxpayer) into efficient ones. Some of the substantial 
benefitss for the government are one-time receipts from government privatisation 
whichh help to ease the growing pressure on its fiscal accounts (UN, 1999). In Sec-
tionn 5.3.1 we will discuss the performance of privatisation further. 

Privatisationn during the PNDC era was abysmal. However, there was a dramatic 
increasee in privatisation following the return to constitutional rule in January 1993. 
Thee 1992 Constitution guarantees investors' rights. The privatisation programme 
hass also livened up the Ghana Stock Exchange (GSE) and has attracted substantial 

Seee http://www.ghana.com.gh/dic/invest.html. This website provides a policy statement by the 
Ghanaiann government about the Divestiture implementation Committee (DIC), and why those 
servicess were divested, etc. 

Presidentiall  address on the implementation of DIC from the Financial Times, www.ft.com. 
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foreignn direct investment (FDI) into Ghana, with private capital injections helping 
too turn some otherwise loss-making companies into efficient operation. According 
too a World Bank's 1997 Country Assistance Strategy for Ghana, net private FDI 
rosee from US$ 25 million in 1993 to US$ 230 million in 1997 (World Bank , 
1998).. A major portion of the FDIs went into the accounts of the divested SOEs, 
whilstt the remainder went to start new investments. The divestiture programme has 
alsoo signalled a seemingly commitment by the government to private sector led 
developmentt by attracting some domestic and foreign capital, technology and 
manageriall  skills (Begashaw, 2000). 

PrivatisationPrivatisation experiences in Ghana 
Privatisationn or private sector participation has taken place in relation to quite a 
numberr of public services in many cities and towns in Ghana once the government 
hadd realised that it could not provide all the services alone, and as a result of the 
factt that the private sector, which was long considered the engine of growth, has 
noww gained prominence in Ghana government's policy (DIC, 1997; Vision 2020, 
1996).. These include education, health, transportation and revenue collection. 
Amongg the over 300 SOEs that were divested or listed for divestiture since the late 
1980s,, quite a number of them are in the service sector (i.e. the State Transport 
Corporation,, the State Housing Corporation, Hotel and Catering services, etc.). 
Mostt of these SOEs became financial drains on the nation. For example the Minis-
terr of Finance Yaw Osafo Maafo praised the former government for divesting the 
formerr Continental Hotel, which was a large financial drain on the economy to a 
privatee consortium under the management of Golden Tulip. In 2001, Golden Tulip 
representedd a tax revenue income of 010 billion for the government for the fiscal 
yearr 2000. Some privatised services such as Ghana Telecom have not been so suc-
cessful.. In fact they have been disastrous. 

However,, there are quite a number of services the government cannot leave to the 
privatee sector. These are national security - the army, police, prisons, immigration, 
firee services, etc. These services are such that they cannot and would not be pro-
ducedd by the private sector. Such services are normally referred to as "public 
goods".. There are other services than public goods that also can better be provided 
byy the public sector, though private sector participation is also possible or encour-
aged,, e.g. with education, health and medical care, research, railways, etc. Another 
groupp of services which could be provided either by the public sector or private 
sectorr includes mass public transportation such as the now privatised State Trans-
portt Corporation, the Omnibus Service for intra-city and the City Express for inter-
cityy and town transportation. There is yet another group of services that are best 
providedd by only the private sector, which includes taxis, restaurants and hotels. 
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However,, it must be noted that the local authority in Accra has never been in 
chargee of critical public services such as transportation, health care, telecommuni-
cationn and water supply. Local authorities in Ghana (including Accra) have only 
beenn involved in the provision of markets, lorry stations, public toilets, waste col-
lectionn and disposal sites and the collection of market tolls. In fact, the most visible 
workk of a local authority in Ghana has been solid waste management and the main-
tenancee of sanitation, which they have woefully failed to deliver. We will discuss 
thiss in detail in the next two chapters. One major public service provision, for which 
thee AMA reluctantly allowed private sector participation after pressure from the gen-
erall  public, is public toilets. This was considered as its goldmine (see Obirih-Opareh, 
2001).. Private sector participation in public toilets in Accra has led to improvement 
inn their management and expansion. The subsequent subsections provide a brief 
discussionn on some of the public services with private sector participation. 

a)) Education 
Privatee sector participation in education, which dates back to before prior inde-
pendence,, has made more school enrolments of pupils and students possible than 
otherwisee would have been the case. Still, every year, a large number of students 
aree unable to gain admission to second and third cycle schools. Many more people 
qualifyy to these places than there are places available. Private schools in the pri-
maryy (first-cycle) schools produce better results in their final examinations than 
theirr public counterparts. Teachers in private schools get more money through 
chargingg extra fees for extra classes. These might partly explain the difference. Un-
fortunately,, the reverse is the case in the second cycle schools. Public second-cycle 
schoolss are better equipped than their private counterparts. Pupils in public schools 
payy only for boarding and lodging, which are often subsidised by the government. 
Theree is no such subsidy for the private schools which, in addition to paying for 
theirr teachers, also pay various operational taxes to the government and the local 
authority.. Since the mid 1990s the private sector has started participating in the 
provisionn of university education. In fact, these private initiatives in university 
educationn are run by the missionary churches. The Moslem community also be-
camee involved, which in 2001 started running a Moslem University in Accra and 
intendedd building yet another one in Accra using funds provided by the Saudi gov-
ernment.. At the moment, there are five public universities: (i) the University of 
Ghana,, Legon, Accra; (ii) the Kwame Nkrumah University of Science and Tech-
nology,, Kumasi; (iii ) the Cape Coast University, Cape Coast; (iv) the University 
Collegee of Education, Winneba; and (v) the University of Development Studies, 
Tamale.. There was only one private university between 1993 and 2000. Now there 
aree six private universities at various levels of development. These are (i) the Cen-
trall  University College, run by the International Central Gospel Church, Accra, 
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whichh is the premier private university in Ghana; (ii) the Methodist University with 
campusess in Accra (and later in Larteh); (iii ) the Presbyterian University at Abetifi; 
(iv)) the Catholic University at Fiapre; (v) the Women University in Ho; and (vi) the 
Islamicc University, in Accra. The tremendous impact of missionaries' participation 
inn education and health services in Accra and other Ghanaian cities, towns and vil-
lagess is well documented and acknowledged. 

b)) Health and medical care 
Privatee sector participation in medical care is quite tremendous, though govern-
mentt hospitals, polyclinics, clinics and health post still dominate. There are private 
clinicss all over the country and in some remote areas only private clinics or health 
postss are available. There are missionary hospitals, run particularly by Catholics, 
alll  over the country and normally located in the remote areas. In Ghana, there are 
farr more hospitals and clinics run by the Catholic Church than by all the other 
churchess combined. In some remote places, like the Afram Plain and in the Upper 
Westt regions, there are more Catholic clinics than in the urban south. The services 
off  hospitals and clinics run by the missionary churches are high in terms of effi-
ciencyy and discipline. In the case of pharmacies shops and drug stores, it is the pri-
vatee sector that dominates and these facilities are present all over the cities and 
largee towns and villages. In fact, in this sector, government influence is minor ex-
ceptt in the case of pharmacies and drug stores located at the hospitals, polyclinics 
andd clinics. On the other hand, private pharmacy/chemist shops and drug stores are 
dottedd around and operate like other commercial stores at vantage points spread 
throughoutt the cities, towns and large villages. However, the costs of medication 
andd health care provided via private facilities are always higher than their public 
counterpartss since there are no government subsidies. In the missionary hospitals 
andd clinics, prices may be a little bit lower than the private sector. In some cases 
thee cost of health care provided by the missionary facilities is even lower than the 
chargess imposed by the public ones. In the poor remote areas, health care services 
inn the missionary clinics are normally free for the poor. There is one popular and 
famouss private hospital in Accra called Kumoji. The services at this facility are 
comparablee to, if not better than, any public hospital in Ghana. But the cost is out-
rageouss and far beyond the reach of many people, including even middle-level civil 
andd public servants. Many of the medical officers and pharmacists from the public 
sectorr also work in private facilities on a part-time basis serving as consultants, etc. 
Ass to whether such a situation could constitute a conflict of interest is beyond the 
scopee of this thesis. However, this study can confirm from personal observation 
thatt generally, private health care facilities in Ghana tend to give more attention 
andd quality of service than their public counterparts, perhaps because the former 
chargee patients more and they might also want to win more clients for their busi-
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ness.. Workers in private hospitals and clinics get comparatively higher remunera-
tionss than their public counterparts. The study cannot, however, confirm whether 
theyy are more efficient, since this requires quantitative data to compare, which 
againn is beyond the scope of this study. In the villages there are often traditional 
birthh attendants (TBAs), who also provide private antenatal and post-natal care to 
pregnantt mothers. In fact, in the villages, TBAs are the first point of call in preg-
nancy-relatedd health care. Many children in the villages and even in some towns 
aree delivered successfully through TBAs. Complicated cases are often referred to 
ann appropriated health post, clinic, polyclinic or hospital. In places where transport 
iss a problem, the TBAs shoulder more responsibilities. The government has, since 
thee early 1980s, recognised the tremendous role TBAs play and has since been or-
ganisingg training programmes for them to improve their skill to continue playing 
theirr unique role, particularly in remote areas where the nearest health post may be 
severall  miles away. They are also advised not to hesitate to refer cases immediately 
too the appropriate hospital or clinic for redress. The participation of both the public 
andd private sectors has helped both the government and the general public, besides 
providingg employment and livelihood to many people. 

c)) Transportation 
Sincee time immemorial, the road transport sector has been dominated by the pri-
vatee sector. Government is divesting almost all its public sector corporations in 
masss transportation, such as the State Transport Corporation (STC), the Omnibus 
servicess which provided inter-city transport and the City Express - which provided 
intra-cityy and towns transport. The STC is now divested and called Vanef-STC. 
Theree are many large private transport operators operating various types of vehi-
cles.. In Accra, there is the Kingdom Transport service providing intra-city trans-
port.. In the road transport sector, the Ghana Private Road Transport Union 
(GPRTU)) of the Trade Union Congress (TUC) dominates the sector with backing 
off  the former government. The latter imported cars with government money for the 
GPRTU.. The government, however, dominates the Railway and Aeroplanes. The 
privatee sector attempt to operate air transport within the country and to the West 
Coastt of Africa has not been successful. The new government is trying to get pri-
vatee sector participation in the railway sector, which has witnessed a severe dete-
riorationrioration since the mid-1970s, and extend the present triangular railway lines (Ac-
cra-Takoradi-Kumasi)) to the Northern and the two Upper regions. 

d)) Telecommunication and media 
Liberalisationn of the airwaves has led to a multiple of FM radio stations, particu-
larlyy in the regional capital. In Accra, for instance, 12 private FM stations sprang 
upp in 2000, providing various forms of news and entertainment for the public. 
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Somee of these FM stations are so powerful to be heard in two or three other regions 
besidess their main area. Neither are the private newspapers exempt. Papers like 
Chroniclee and Accra Mail compete favourably with the largest, but state-sponsored 
newspaper,, the Ghana Daily Graphic. Since the 1990s, the number of telephone 
servicee providers in the country has increased due to private sector participation in 
thee telecommunication sector. This has helped to extend telephone facilities to 
manyy new areas. The number of mobile telephone service providers and users has 
alsoo increased. The mobile telephone fever is catching on among the youth despite 
thee high service charge. It is now quite normal to see young people showing off 
withh their mobiles in their hands or protruding from their back pockets. There are 
fourr television channels in Accra at the moment thanks to private sector participa-
tion.. These channels are Ghana Television, which is state owned, and three private 
channels,, TV3, Metro-TV, and TV Africa. The intra- and inter-competition among 
companiess in the electronic and printed media has fundamentally altered and de-
finedd service provision in this sector. It has led to an improvement in the quality of 
informationn and entertainment. The state Ghana Broadcasting Corporation and 
newspaperss have also improved qualitatively as a result of stiff competition with 
thee private sector. Added to these is the growth of private Internet cafes where 
anybodyy can access the Internet and send or receive e-mails at a fee. 

e)) Water supply 
Thiss is a key utility sector. In the urban areas, the government provides the services 
throughh a public sector corporation - the Ghana Water Company. In the rural areas, 
thee Community Water and Sanitation Company is now responsible for the water 
supplyy through the district assemblies. Private sector participation in this sector has 
nott yet taken root. An attempt to get private sector participation in this sector has 
generatedd heated debates, with those against private sector participation being more 
vociferouss (see the section on protests against the privatisation of utilities below). 

ProtestsProtests against the privatisation of utilities 
Thee protest by a coalition against the privatisation of public utility services or their 
deliveryy can be analysed in the context of ideological grounds. Many ideologues 
seee it as class warfare. Unfortunately, this posture clouds a passionate and objective 
analysiss of the reason for privatisation of the services delivery. The opposition to 
privatisationn raises three fundamental questions. Is it a question of ownership, pric-
ingg or service delivery? Naturally, some people would be against the sale of public 
items,, which "belong to all of us" to one person or group of persons. If the buyer 
payss the appropriate price for the object for sale, then the government could use the 
moneyy to provide other essential services, which may be lacking or which the ma-
jorityy of people are denied. The problem, however, has to do with a lack of trans-
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parencyy in the sale and the clandestine manner in which some SOEs are sold to 
croniess for a pittance. However, many people in Ghana cannot comprehend the fact 
thatt it took the country a long time and enormous resources and sacrifices during 
veryy difficult times to nurture the object to thatt level only for somebody or a group 
off  persons to take just one day to own it. As far as this school of thought is con-
cerned,, if the product had been managed well there would be no need to pass it on 
too private concerns. The issue here is not sale of the object but reform of its man-
agement,, i.e. improving the management system of public delivery services. How-
ever,, it is precisely this poor management that results in inefficient services and 
causess the object to become a drain on the national economy, thereby creating the 
needd for the government to offload it onto the private sector or seek private sector 
participation. . 

Anotherr group is fearful that pricing could not be effectively regulated once the 
objectt passes over to private hands and cites examples of price increases as soon as 
servicess became privatised. Though the cost of services for utilities and other pub-
licc services such as water supply, electricity, telecommunication and solid waste 
collectionn have risen after private participation, it may be misleading and too sim-
plisticc to conclude the increased cost is due only to privatisation. Other factors may 
alsoo account for this. Let us use these public services in Accra as an example to 
illustratee this point. 

Theree is considerable empirical evidence to show that privatisation has indeed led 
too increased prices in a number of services and has even affected the prices of other 
non-privatisedd services. For instance, user fees for publicly provided secondary and 
tertiaryy education have gone up tremendously, though these services are not priva-
tised.. The same is true for publicly provided health and medical care. The introduc-
tionn of cost recovery measures was mandatory in public services under the struc-
turall  adjustment programme by the World Bank and the IMF (see World Bank Re-
portss on Ghana since 1983; Hebst, 1993; Jefferies, 1995; Mohan, 1994). However, 
theree is also much empirical evidence to show that not all the price increases are 
duee to privatisation. It is important for this school of thought to see that the price 
increasee may be due to the removal of government subsidies. If the government 
maintainss its subsidy on such services as electricity, water supply and waste collec-
tion,, the private companies can provide the service, whilst the consumers still pay 
thee previous prices, where appropriate as before while allowing for inflation. How-
ever,, problems arise when the government no longer wants to continue the subsidy, 
whichh it regards as having become a heavy financial burden in the face of its lim-
itedd resources, competing demands and the need to provide other essential services. 
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Thoughh undesirable, there are many instances in which price increases could be 
justified,, for instance if the government subsidy on petrol is withdrawn because the 
subsidyy favours mainly rich people with private cars or the subsidy leads to the 
smugglingg of products across the border to neighbouring countries where prices are 
high.. In the case of petrol, for example, the drain on the economy was so high that 
inn just the single year 2000, it led to a huge deficit in the country's budget and 
bankss were unwilling to give credit to the nation's oil refinery company to import 
oil.. This study also acknowledges that there are numerous circumstances in which 
pricee increases are not justified but are simply a way of cheating due to poor reve-
nuee collection capacities and mismanagement of revenue by the providing organi-
sation,, as well as a weak supervisory role of the state apparatus in a deregulated 
markett place. These are what justify the opposition of anti-privatisation people, 
civill  society organisations and trade unions. The existence of Public Utilit y Regula-
toryy Commission (PURC) is in place to check arbitrary price increases. In fact, the 
PURCC has to approve utilities prices before they are implemented. 

Theree is yet another group which fears decreasing quality and scope of service de-
liveryy by private companies. However, there is much empirical evidence, including 
thiss study, which shows the contrary. In many cases, the desire to earn more profit 
oftenn motivates private companies to cover more areas than perhaps a public utility 
servicess would otherwise do, unless of course the service is unattractive or the pri-
vatee sector does not have the logistics to perform. Unlike the private employees, 
thee wages and salary of public sector employees are often guaranteed. However, it 
wouldd be a fallacy to say that all public sector services are inefficient. World Bank 
reportss in 1999 and 2000 showed that a water supply company (EMOS) in Santi-
agoo de Chile, which is a public sector organisation, provides the most efficient ser-
vicee delivery. 

Thoughh there is scant literature which similarly praises a public service delivery 
companyy in Ghana, if at all, there are also quite a number of good public corpora-
tionn and agencies delivering public services. However, their operational profit is 
nott commensurate with the government resources at their disposal. The Volta River 
Authorityy (VRA) provides an example. For over 40 years, the VRA was often 
thoughtt of as a star in public sector delivery in Ghana, generating electricity for the 
countryy since its inception in 1965. The Auditor-General's reports for the period 
19933 to 1999 on the VRA show, however, that its operations have not been that 
profitable.. Political interference was one of the major reasons for its substandard 
performance.. There are other examples of inefficiency. The Ghana Water Com-
panyy is a mind-boggling case of pure wastage in public utility companies. The GI-
HOCC distilleries were used to service friends of the regime rather than operating as 
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aa real company. The case of the Ghana National Petroleum Corporation (GNPC) is 
worst.. It epitomises everything that went wrong with public sectors in service de-
livery.. In the end, the corporation left a crippling debt far greater than any other 
corporationn did to Ghana in the country's economic history. 

Onee utility service whose privatisation has attracted much public attention is that of 
thee water supply in the Accra metropolitan area. The reason for privatisation may 
bee due to an overburdened government budget, inefficient and unproductive ser-
vicess and limited coverage, resulting in the poor paying more than the market price 
forr their services (e.g. water supply) and frequent interruption of water supply, par-
ticularlyy in poor-income areas (see also Mohan and Shuter report GRP). The World 
Bankk supported private sector participation programmes to promote full recovery. 
Privatisationn was intended to attract private capital to address fiscal problems. The 
goall  of involving the private companies was to bring in additional resources and 
minimisee operational costs through capital costs recovery. 

Thee formation of the Ghana National Coalition Against the Privatisation of Water 
(CAP)433 has intensified the campaign by individuals and non-governmental organi-
sationss to halt the government of Ghana's policy of privatising the water supply in 
thee Accra metropolitan area and invariably later in other urban centres. The CAP is 
campaigningg to ensure that the ownership, control and management of water ser-
vicess remains in public hands. Many senior public servants support retention of 
publicc ownership of utilities. This is summed up in a statement by Andrew Quay-
son,, a member of the PURC in Ghana on 24 August 2001. He said: 

"...Thee utility service companies should remain state owned in view of the 
strategicc role they play in economic development. The companies could oper-
atee close to efficiency levels, if political influence was removed and incentives 
providedd to minimise cost. Although private sector participation in the running 
off  utility services in developing countries may be the best option, such partici-
pationn should be limited to service and management contracts or lease or con-
cession.. The weak financial position of the state-run utilities, due to years of 
under-pricingg of tariffs, had contributed to their inability to maintain and reha-
bilitatee existing systems to improve on their operations. However, the utilities 
wouldd only be able to provide these improved services if the government fi-
nancedd the gap between current tariff levels and economic rates and also 
fundedd key systems improvement projects over the transitional period..." 

Thee CAP is made up of a diverse group of individuals and organisations drawn from various parts 
off  Ghana, and from other parts of Africa, Europe and the United States. A local research and ad-
vocacyy institution, known as the Integrated Social Development Centre (ISODEC), spearheads 
thee CAP. 
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Thee coalition organisations against the privatisation of water supply think that the 
currentt water tariff rate that the government imposes (which the World Bank thinks 
iss below the market rate) is already beyond the means of most of the population in 
Ghana.. As regards water privatisation, the World Bank argues that assets wil l re-
mainn in government ownership. The PURC wil l continue to set tariffs. This in-
cludess a minimum guaranteed water "lifeline" for the low-income families, some-
thingg actively promoted by the NGOs.44 

Protestt against the privatisation of utilities such as water could be based on the de-
siree by some forces to maintain the status quo and an inertia to change. President 
Johnn Agyekum Kufuor stated that the government has no intention of privatising 
thee urban water system in the country, but wanted instead to encourage pub-
lic/privatee participation in the expansion and distribution of potable water. It is ex-
pectedd that under the Public/Private Partnership Programme, the private partners of 
thee Ghana Water Company Limited (GWCL) wil l raise their own funding by up to 
aboutt £700 million to rehabilitate, renew and improve the urban water supply sys-
temm by the year 2010. President Kufour said "i t is essential that we do not allow 
ourselvess to be confused or side-tracked by matters that wil l only cloud the huge 
problemss we have to face as a nation." The President declared: "I hope it is not be-
ingg suggested by the opponents of the scheme that the current state of affairs is ac-
ceptable.""  "I t is for this reason", he said, "that we must find partners to inject funds 
intoo the Ghana Water Company Limited to enable it to deliver what we all want at 
reasonablee and affordable cost. That does not mean privatisation" (Daily Graphic, 
Oct.. 2001). 

PrivatisationPrivatisation benefits for the poor 
Thee perception that privatisation policies hurt the poor is widespread in the popular 
presss and it is an important factor determining the political sensitivity of the reform 
agenda.. Though there is no systematic collection of information which would allow a 
rigorousrigorous cross-country comparison, a review of partial information reveals the exis-
tencee of many misperceptions concerning the effects of utility privatisation and the 
poorr and provides initial answers to these key policy questions. However, there is a 
lott more to learn to ensure that the poverty-privatisation nexus is well understood and 
thatt this policy issue is addressed as effectively as its importance demands. 

Thee national counterpart of the working group of the NGOs in Ghana, the National Coalition 
Againstt Privatisation of Water, consists of broad spectrum of organisations in Ghana which is 
seekingg to stop the World Bank-backed proposal to privatise the urban water service in Accra 
metropolitann area. Source: www.brettonwoods.org/topic/privatisation/23waterpriv.html. 
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Theree are also many examples that show that the poor have benefited from in-
creasedd private sector participation. For the purpose of this analysis and in the ab-
sencee of readily available scientific data on the impact of privatisation on the poor 
inn Ghana, data from other countries are used to substantiate the point. Estache et al. 
(2000)) argue that three facts lead us to question the naïve acceptance of the propo-
sitionn that equates privatisation with harm for the more vulnerable in the society. 
Infrastructuree privatisations are generally part of a wider set of reforms and the 
statuss of the poor reflects the interactions of multiple factors. While it can be po-
liticallyy convenient to highlight privatisation as one of the factors - and there is 
somee evidence of this - it is generally incorrect to focus all blame on the part of the 
agenda.. For instance, a series of studies on developing countries such as Argentina 
-- a country that undertook an encompassing privatisation process - point to the 
limitss of such blanket statements. Using a general equilibrium framework which 
modelss the main interaction across markets resulting from reforms, Chisari et al. 
(1999)) and Navajas (2000) show that, if anything, infrastructure privatisation hurt 
thee middle class more in relative terms through a redirection or suppression of ex-
istingg subsidies and may have even benefited the truly poor by increasing access to 
services.. This applies to many other developing countries including Ghana. Sub-
sidyy often restricts coverage to a privileged few. The new public administration 
involvess not just redefining the roles and functions of government but also thinking 
differentlyy about services. The former implies moving from a concern to do to-
wardss a concern to ensure that things are done, entailing a shift of managerial focus 
awayy from formal processes towards results, reallocation and reformulation of di-
rectt and indirect provider roles in order to increase efficiency, and attempts to rede-
finee the relationship between political policy making and administrative policy im-
plementationn in search for greater accountability (Lane, 1996a; Kaul, 1997; Ra-
kodi,, 2000). The perceived failure of traditional arrangements to provide an ade-
quatee and sustainable supply of water to urban users has given rise to both a theo-
reticall  critique and practical efforts to change provision arrangements, which have 
aa variety of implications for user-provider relationships (Rakodi, 2000: 366). 

SubsidiesSubsidies and the poor 
AA major point of interest relating to the pricing of public services is the question of 
subsidiess and who benefits from them. Under this heading, we will draw inferences 
fromm some other countries to buttress our point. We will do this because of scant 
dataa on this matter in the country. In fact, there is no convincing scientific work 
withh cogent empirical data on this subject. In Ghana, for example, government sub-
sidiess on many services mainly benefit the rich and middle class. This is because 
mostt of the services, e.g. water supply, do not reach most of the poor households, 
whoo have to pay more than the approved tariffs to get their water supply through 
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informall  water vendors. If more and improved infrastructure financed by private 
sectorr participation helps to improve the water delivery system and increase cover-
age,, this would also be beneficial to the poor. In the energy sector, for example, Mr 
Kan-Dapaah,, the Minister for Energy in the Kuffour administration, pointed out that 
70%% of the energy imported into the country by the government, using huge foreign 
exchange,, was consumed by private cars to the detriment of the majority of the pub-
li cc (Daily Graphic, 22 Oct.2001). He therefore questioned the logic of the govern-
mentt continuing to subsidise fuel at the expense of the poor. Moreover, if such re-
formss (e.g. private sector participation) reduce the fiscal deficit, more resources 
couldd be allocated to other sectors, which are crying out for public expenditure 
programmes.. Managing the effects of privatisation on the relative price of public 
servicess is one of the purposes of safety nets. 

Inn the absence of empirical scientific evidence on the incidence of subsidies in 
Ghanaa from which segments of the population benefit, we have also used a few 
exampless from other countries. Many writers such as Estache et al. (2000), Chisari 
etet al. (1999), Navajas (2000), Velez (1996), Benitez et al. (2000) and Foster et al. 
(2000)) illustrate this point with an accurate "before and after" comparison of some 
essentiall  services in most Latin American countries. They showed in their various 
studiess that prior to reform, tariff structures and subsidies tended to benefit the po-
liticall yy powerful urban middle classes, rather than the poor. For example Chisari et 
al.al. (1999) and Vanajas (2000) pointed out that in 1992, 38% of all Colombia's pub-
li cc sector subsidies (including health, education, housing and other public services) 
wass in fact spent on utility services representing 1.4% of the GDP. Of these, 80% 
wass spent in electricity sector, which mostly benefited middle-income households. 
Subsidiess in the water sector focused more on poor households but were still not 
spectacularlyy progressive (see Velez, 1996). Benitez et al. (2000) also made a simi-
larr observation for Argentina for all utilities. Foster et al. (2000) point out that for 
Panama,, an analysis of existing water subsidies in preparation for privatisation 
showedd that almost two thirds of client households received some kind of subsidy, 
whilee only 16% of the public company's customers were either poor or extremely 
poor.. Current subsidy schemes therefore mostly benefited the urban middle classes. 
Thee situation in Ghana might be similar. 

Thee question is why water privatisation has generated so much public debate and 
politicall  heat, with elections being lost on this issue in some countries. In the case 
off  other equally essential public utility services such as solid waste collection, 
powerr supply and telephones, the individual consumer can opt out. Even in the 
casee of solid waste collection, the opting out of the individual consumer creates a 
publicc health problem instead, which the local authority or the government must 
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address.. In the case of water, it is a matter of life or death since more than two-
thirdss of the human body consists of water, and people need water for their daily 
activities.. There is no opting out. But the country has to find a better way, such as 
fulll  cost recovery wherever possible, partial cost recovery, proper cost-sharing ar-
rangements,, private sector participation on franchised bases and joint public-
privatee partnerships to provide such essential services if the government subsidy 
alonee cannot meet the requirements of all. 

Privatisation:Privatisation: The IMF/World Bank's conditionality 
Privatisationn of certain public services such as water privatisation is very unpopular 
withh people at least in developing countries (Hall, 2001). However, the World Bank 
hass tried to ignore the worldwide evidence that water privatisation is deeply unpopu-
lar.. Elections have been lost over the issue in Panama and Poland and there is the 
likelihoodd that other governments in Africa will also lose their elections if they go 
aheadd with the privatisation of their water supplies. Even though the Santiago mu-
nicipall  water company, EMOS, was described by a World Bank report as "the most 
efficientt utility in Latin America", it was recommended for privatisation. Water pri-
vatisationn is now a condition for Bank/IMF loans. In the last year, some of the poor-
estt countries in Africa - Mozambique, Tanzania, Cameroon and Kenya - were 
forcedd to privatise their existing water services as a condition of gaining access to 
Worldd Bank, IMF and donor resources. Even in South Africa, which is the most de-
velopedd country on the African continent, water supply privatisation in Johannesburg 
forr example, has provoked severe union protests. Many other African countries, in-
cludingg Ghana, are under pressure from two fronts with regard to privatisation of 
theirr water supply: from the World Bank/IMF on the one hand, and anti privatisation 
coalitionn organisations on the other. The government is left in the middle. 

Thee most significant pressure to privatise usually does not come from specific pro-
jects,, but rather from conditions such as performance criteria and structural bench-
markss attached to IMF and Bank loans. The IMF does not attach water privatisa-
tionn as binding performance criteria for its current Poverty Reduction and Growth 
Facilityy (PRGF) loan to Ghana, but the country is bound by a plethora of other 
conditions.. For instance, the Bank's Country Assistance Strategy for Ghana re-
quiress expanded private sector participation in infrastructure in the areas of power, 
urbann water, rail and ports. The country's Poverty Reduction Strategy Paper, the 
neww policy framework guiding the Bretton Woods institutions' lending to poor 
countries,, also requires the divestment of urban water systems to private sector op-
erators.. Ghana is also required to open up its only domestic oil refinery, its tele-
communicationss provider and the Electricity Company of Ghana to the private sec-
tor.. The government is also required to privatise the Ghana Commercial Bank, the 
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country'ss largest in terms of size and reach. If Ghana does not meet performance 
criteriaa set out in loan conditions, the institutions can hold back on disbursements 
off  funds (Grusky, 2000). 

5.33 Discussion 

5.3.15.3.1 Critical notes on the privatisation process in Ghana 
Thee privatisation process in Ghana has been severely criticised by many analysts. 
Thee results so far do not seem encouraging in terms of private domestic investment 
participation.. Below, we will analyse the reasons which impeded the privatisation 
process.. In doing so , we will largely follow Post (2001), who provides three sets of 
reasonss to explain the abysmal performance of the Ghana privatisation process. The 
firstt relates to the qualities of the private sector and the attitude of its representatives; 
thee second set of arguments relates to the political environment and the third set of 
argumentss is more specifically related to the privatisation of public services. 

TheThe quality of the private sector and the attitudes of its representatives 
Thee non-development of the private sector in the past had nothing to do with the 
stronglyy state-led policies of the past governments, but with the general pervasive 
povertyy among the large portion of the population. A major problem that local 
businessmenn faced was the policy of trade liberalisation. As a result, local entre-
preneurss face severe competition from overseas imports, which more often than not 
aree of a higher quality and cost less. The transnational corporations (TNCs) enjoy 
economiess of large-scale production and higher technological advantage aided by 
sophisticatedd research and development. Though there is some major private sector 
participationn in heavy industry, e.g. the former Siaw45 Tata Brewery (which is now 
ABCC Brewery at Achimota, Accra), Addison in paper bags for cement, Frimpong-
Ansahh in textiles, Nii Yemoh in pharmaceuticals and construction, etc., most of the 
purelyy private activity in Ghana is restricted to medium-scale and small-scale and 
mainlyy informal operations.46 Although the latter could probably play an important 
rolee in providing affordable services, officials usually prefer large, formalised 
businessess when it comes to contracting out agreements. Though the preference for 
registeredd firms is motivated by the desire to enable legal prosecution in case of 
malpractice,, there is also a policy bias favouring businesses that use modern and 
expensivee technology. There is also a reluctance on the part of the authorities to 
deall  with a multitude of small operators (Post, 1999). 

Thiss man (Siaw) was chased away to Liberia, where he built the largest brewery in the whole of 
Westt Africa. It might have been destroyed during the Liberian civil war, in which Siaw also died. 
Mostt of the informal operations are undertaken primarily for survival purposes. 

140 0 



DecentralisationDecentralisation and Privatisation in Ghana Formal Rules and Actual Practices 

Thee local entrepreneurs are further handicapped by old plants and equipment, out-
datedd technology, high costs of imported components (related to the steadily de-
cliningg value of the cedi) and lack of credit at affordable prices. 

Ass a result of the poor development of the domestic private sector - which the re-
formm regime itself considered the linchpin of reform - it has not been able to fil l the 
gapp of the retreating state effectively and to respond to the new market framework 
(Gyima-Boadi,, 1995). Attitude also plays a role in this respect. Despite over fifteen 
yearss of consistent implementation of SAP and privatisation, domestic entrepreneurs 
aree not convinced enough to commit their resources to investment. Together with the 
poorr development of the sector, it was therefore impossible to find buyers for many 
off  the loss-making SOEs (Post, 2001: 25). In many cases, only the most lucrative 
publicc corporations actually changed hands, mainly to foreigners because the local 
privatee businessmen could not compete or were simply unable to raise the required 
capitall  for purchase. In many cases, and especially when private sector provision of 
publicc services involves considerable investments, such as needed in electricity 
generationn and water supply, there are simply not enough qualified competitors. 

Revelationss by Ghanaian printed and electronic media47, particularly since January 
2001,, as well as Auditor-General's Reports on the operation of the DIC under the 
Rawlingss regime show that most of the so-called capital provided by foreigners 
wass actually taken out from Ghana government funds. In most cases, the foreigners 
tookk loans from the commercial banks guaranteed by the government. For instance, 
investigationss by the Ministry of Finance after a change of government in 2001 
showw that Caridem Development Company (Caridem) Limited, the company which 
procuredd GIHOC Nsawam Cannery Ltd, used mainly Ghana government funds to 
purchasee the cannery, which was on the divestiture list. A former Deputy Minister 
off  Finance in the Rawlings regime, Mr Victor Selormey, issued a fiat for the grant-
ingg of the loan from the Trade and Investment Reform Programme (TIRP) and the 
Tradee and Investment Programme (TIP) funds.48 This is not an isolated case (see 
variouss reports by Ghana Daily Graphic, Accra Mail, Ghanaian Chronicle, Inde-
pendentt and the Ghanaian Times on this issue. Various reports by the Serious 
Fraudd Office (SFO) on the operation of the Divestiture Implementation Committee 
(DIC)) show widespread corruption and inside dealings by DIC officials, using for-
eignerss fronting for public officials to hide the identity of the real owners of di-
vestedd SOEs. There are a number of cases in which both foreign and local compa-

Thesee include government controlled and private newspapers, radio (particularly local FM radio 
stations)) and a television station. 

'Governmentt funds used to buy GIHOC Cannery', Daily Graphic, 7 Sept. 2001. 

141 1 



SolidSolid Waste Collection in Accra 

niess used government money to purchase divested SOEs. With the volume of evi-
dencee on the operation and inside deals in the DIC, it would not be a surprise if it 
turnedd out that government money was used to buy most of the divested SOEs. The 
questionn that is lingering on the minds of many is whether this was just to show to 
thee world that the government has been successful in the divestiture operation or 
thatt foreigners were fronting for some faceless government functionaries. 

TheThe political environment 
Thee second set of forces hampering privatisation are political ones. The slow 
growthh in private investment during the PNDC and NDC regimes should at least 
partiallyy be attributed to the perception of uncertainty of the political environment. 
Indeed,, even despite the return to constitutional democracy on January 1993, en-
trepreneurss do have some cause to doubt the government's long-term respect for 
propertyy rights and strict adherence to adjustment policies, because of the way the 
Rawlingss regime confiscated assets of private businesses and individuals through 
thee Citizens' Vetting Committees and Public Tribunals. Although the technocratic 
andd pragmatic tendency within government circles is certainly dominant, there are 
stilll  strong populist and nationalist sentiments to be reckoned with (see the "protest 
againstt privatisation" section above). Such motives explain why the full benefits of 
privatisationn are unlikely to be reaped. 

Privatisationn met with severe political and administrative opposition during the 
Rawlingss regime and its adoption during that period was due to outside pressure, 
notablyy by the Bretton Woods institutions. Successive Ghanaian governments have 
nott taken a proactive attitude and policies for the development of a strong and vi-
brantt business class. Some of these regimes have been indifferent to the develop-
mentt of the private sector. Perhaps the only exception until the PNDC and NDC 
eraa is the government of the second republic headed by Dr K.A. Busia, which pro-
motedd an indigenisation policy to lif t the weak indigenous private sector. 

Thoughh the government of the first republic, which is often characterised as a pro-
socialistt government, did not assist the indigenous private business, neither did it 
obstructt its growth, though strong public sector growth might affect the private sec-
tor.. Rather, it channelled its resources to develop areas which it felt were strategic 
forr the country's development, but which in the face of weak local private sector, 
weree left unattended or undeveloped. It is wrong to generalise all past governments 
ass having a "strong anti-private sector-character", though the Rawlings regime 
couldd to some extent be labelled as such. An important reason for the poor domes-
ticc private investment involvement in the privatisation process is the indignities 
domesticc entrepreneurs suffered under the Armed Forces Revolutionary Council 
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(AFRC)499 and the PNDC regimes. Rawlings denounced commercial businessmen 
ass corrupt and, after taking power in 1981, he accused private companies of "eco-
nomicc sabotage" and confiscated their assets. Even under privatisation, the gov-
ernmentt sent soldiers on numerous occasions to deal with people suspected of 
"economicc crimes" (The Economist, 1993). Arbitrary attacks did little for business 
confidencee and few investors are ready to put money into privatisation because 
theyy still feared that Rawlings himself or his government would change the rules 
again.. Local investors who thought long-term investment was too risky under 
Rawlingss opted for short-term profits by importing manufacturing goods rather 
thann investing in local manufacturing. Rawlings treatment of market women, the 
demolitionn of the famous Accra's Mokola No.1 Market, and confiscation of assets 
scupperedd the confidence of Ghanaian investors and, despite his change of stance 
ass a result of constitutional rule, many people were sceptical. 

Thee issue of property rights and expropriation is also a source of worry to private 
capitall  in Ghana. In some situations, authorities commit certain surreptitious acts, 
extralegal,, etc. that impede or completely halt business operations. Private entre-
preneurss generally believed that the Rawlings regime was intrinsically antagonistic 
too private business people because of its continued display of apprehension toward 
privatee economic activities and expropriation of private businesses (Ghana Daily 
Graphic,, 25 Oct. 2001).50 Various reports of the Citizens' Vetting Committees and 
Publicc Tribunals set up by the PNDC regime (December 1981 to 6 January 1993) 
andd later continued in various forms by the NDC regime from 1993 to January 
2001,, confiscated properties of individuals to the state by improperly constituted 
tribunall  and or people's court otherwise referred to as 'kangaroo' courts. These are 
nott competent courts of jurisdiction. Many private businesses folded as a result of 
theirr owners having fled the country to avoid further punishment by these regimes 
(e.g.(e.g. Siaw of Tata Brewery fame, now Achimota Brewery Company (ABC). In 
fact,, some of the companies were confiscated due to tax evasion over a long period 
off  time. Indeed, some of them were corrupt and their confiscation was lawful, 
whilstt other confiscations were carried out simply against perceived political oppo-

49 9 

Thee AFRC was the first of the three regimes of Flight Lieutenant Jerry John Rawlings. The other 
twoo regimes are the PNDC (December 1981-January 1993) and the NDC (7 January 1992-6 Janu-
aryy 2001). The regime was in power for four months, i.e. from 4 June-26 September 1979). The 
AFRCC overthrew another military Junta headed by General F.W.K. Akuffo, who had also over-
thrownn Gen. I. K Acheampong earlier on in a 'palace' coup, whilst the PNDC overthrew a consti-
tutionallyy elected government headed by Dr Hilla Limann, which was in office for only 27 
monthss after the AFRC had handed over power to him following his overwhelming victory in the 
19799 election. 

500 See a speech entitled 'Call for radical change in governance' given by Dr Sam Jonah, Chief Ex-
ecutivee officer of the Ashanti Goldfields Corporation published in the Ghana Daily Graphic, 25 
Oct.. 2001. 

143 3 



SolidSolid Waste Collection in Accra 

nents.. Most of these companies that were confiscated (such as Kowus Motors, 
whichh assembled small vehicles such as Boafo), were run down due to poor man-
agementt and misapplication of resources by cronies of the regimes. Some of the 
confiscatedd companies passed on into the hands of "friends" of the regime.51 The 
moree entrepreneurs perceived that the prospect for expropriation is high, the less 
theyy tended to be sanguine about investing in Ghana. 

Anotherr contributor to the poor domestic response to the privatisation programme 
duringg the Rawlings era was the cumbersome procedure that had to be followed to 
acquiree an SOE. The KufFour government, which assumed power from Flight Lieu-
tenantt Rawlings on 7 January 2001, declared that his administration would be a 
"Goldenn Age of Business" in Ghana in which the private sector would be helped to 
bee the real engine of growth in Ghana. To this end, he has created a new ministry 
forr private sector development. Whether this is just a promise or will lead to suc-
cesss is something only time will tell. 

TheThe fallacies of local administration 
Thee third set of reasons for the bad performance of the Ghana privatisation process 
iss more specifically related to public service privatisation and can be labelled as 
"thee fallacies of local administration" (Post, 2001). The move from direct provision 
too coordinating and supervising private delivery implies that the district assemblies 
havee to reorganise completely and reorient their administrative machinery with 
muchh more emphasis on contract management and performance monitoring. In ad-
dition,, the entire regulatory framework has to be modified to suit the new division 
off  tasks and responsibilities. This change calls on district assemblies to really un-
derstandd the intricacies of contract management, i.e. what a principal agency rela-
tionshipp entails and how they function as such, at least with regards to contract 
agreements.. However, considering the realities of local administration at present, 
theree is reason to doubt that privatisation will yield the desired results. Unfortu-
nately,, most district assemblies have been weak in enforcing rules and regulations, 
lett alone contract agreements. 

Inn certain cases, corruption, rather than lack of logistics, is to blame for a lack of 
enforcement.. Corruption, cronyism and political patronage might be the strongest 
factorss that hamper the failure of the privatisation exercise in Ghana. Many bodies 
orr agencies recruited by district assemblies to help improve their revenue collection 
effortss actually exacerbated the problems of the local authorities due to political 
patronage.. During the period of the Provisional National Defence Council (PNDC) 

Seee the Auditor-General report on confiscated assets. 
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regime,, its women's wing - the 31 December Movement - was in charge of col-
lectingg market tolls for the district assemblies including the AMA, but was virtu-
allyy unaccountable to the districts.52 The Gateway Services agreement, which virtu-
allyy took over the work of the Customs Excise and Preventive Services (CEPS) at 
thee ports, colluded with importers and exporters to cheat the government in its 
revenuee mobilisation efforts through the under-declaration of imports and ex-
ports.533 The Ghana Private Road Transport Union of the TUC (GPRTU) collects 
revenuee at lorry parks on behalf of the local authority. It also collects income tax 
fromfrom drivers who operate commercial vehicles on behalf of the Internal Revenue 
Servicee (IRS). However, GPRTU is often accused of not rendering proper accounts 
orr colludes with drivers to avoid paying income tax or operational fees, which are 
normallyy called 'booking' fees in the local parlance at transport stations. 

Despitee the apparent public support for the divestiture of SOEs and privatisation of 
certainn public services delivery, there is tremendous public disquiet about the lack 
off  transparency in the sale of SOEs and the giving away of state properties for a 
pittancee and the manner in which contracts were awarded. Corruption is a threat to 
thee privatisation process in Ghana. One problem of the privatisation process during 
thee PNDC/NDC regime concerns the handing over of revenue collection to other 
actors.. Many of these actors were largely civil society organisations loyal to the 
PNDC/NDCC regime, such as the 31 December movement, the GPRTU and the 
Councill  for Indigenous Business Associations (CIBA). These actors were not ac-
countablee to the public nor to their clients. The local authority or the state agencies 
hadd no control over them. These were not private sector actors in the real sense of 
thee word. There was therefore no advantage of increased efficiency, lower costs, 
etc.. attributes to private sector participation. This is not privatisation but rather an 
attemptt to please major supporters of the regime. In 1995, in an attempt to help 
easee the negative effects of the trade liberalisation policy, which is a component of 
thee structural adjustment programme (SAP), the government set up a revolving 
fundd called Business Assistance Fund (BAF) of 010 billion for small-scale local 
businesses.. It disbursed this fund through CIBA and other such organisations. 
Nonee of the recipients of this revolving fund paid up to enable other private busi-
nessess to benefit from it. In fact, the money ended up with party functionaries and 
sympathiserss who took the loan as gifts, handouts, etc. 

Thoughh privatisation could bring difficulties in terms of increased prices, and even 
att times shoddy services and corruption, these might be "necessary evils" consum-

Seee the Ghanaian Chronicle, January 2001. 

Seee Accra Mail, July 2001. 
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erss would have to face in order to help lif t the weak private sector base in the coun-
tryy to grow to participate actively in the development and also fill  in the gap left by 
thee retreating state. 

Too sum up, the key elements of the privatisation process in Ghana can be 
characterisedd as follows: 

Privatisationn to "friends" of the regime; 
Privatisationn holding back for political reasons; 
Privatee sector not capable to step in to fil l the vacuum created by the retreating 
state; ; 
Pricee increases in case of privatisation, which implies partly unjustified higher 
accesss threat for the poor; 
Principall  objections: no sale of public assets, but improved management, popu-
larr resentment; 
Donorr conditionality. 

5.3.25.3.2 Decentralisation, privatisation, neo-liberalism and globalisation: a 
critiquecritique on their suitability 

Thee world is now a global village and Ghana must conform to the rules of the 
game,, i.e. to the changing trends of modernisation, else it would be left further be-
hind.. Developing countries that have integrated fairly well into the global economy 
havee achieved substantial economic growth rates over a long period, whilst those 
whichh failed to integrate, did not. In some cases, the latter group of countries even 
experiencedd negative growth (World Bank, 2001). Speaking about local responses 
too globalisation, Ghana's president, Kufuor said "...the cardinal feature in the 
globalisedd economy was competition and the successful players are those busi-
nessess and entrepreneurs that are geared up to respond adequately to the twists and 
turnss of the market. The government must therefore help to discover and nurture 
thosee businessmen and enterprises capable of taking the country into the main-
streamm of the global village".54 Acquiring a generally acceptable view of the suit-
abilityy of decentralisation and privatisation policies in Ghana within the context of 
neo-liberalismm is quite difficult. It is a question of ideologies. Advocates for alter-
nativee development approaches emphasise participatory development (of CBOs, 
NGOs,, etc.), because they think the private sector alone is unable to fil l the gap left 
byy the retreating state to provide all the services. They also emphasise the fact that 
developmentt is not simply a question of economic growth, but more importantly of 

Thiss is contained in a speech delivered by President J. A Kuffour when addressing a three-day 
Nationall  Workshop on fashioning the "Policy Directions and Strategies for Private Sector 
Developmentt in Ghana" to create the Golden Age of Business, at Elmina in the Central region 
onn January 2002. 
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ensuringg that man is at the centre of development. However, the neo-liberals think 
thee business of government is not to engage itself in business but to facilitate busi-
nessess by creating an enabling environment for the private sector and all other ac-
torss to thrive and participate actively in the country's development. Decentralisa-
tionn means affording the lower structures of government the opportunity to take 
partt in the planning and decision-making process as well as implementation of 
plans,, projects and programmes. The decentralisation process has liberated the en-
ergiess of the lower levels of governments and made people realise the need to take 
theirr destiny into their own hands not just depend solely on the government for 
everything.. If decentralisation has liberated latent energies, then privatisation has 
unravelledd talents and capacities. Privatisation has helped the country to actively 
tabb the resources of the private sector in addition to those of the public sector. Be-
sides,, it has generated competition in many respects, e.g. in printed and electronic 
media,, and the benefit to the public in terms of quality of news and services is tre-
mendous.. The same is true for many productive and services sectors as shown by 
thee experiences of privatisation of public services in Ghana. 

However,, like all human endeavours, there have been quite a number of teething 
problemss that must be addressed to enable the country to reap more the benefits 
fromfrom these policies. Some of the problems are discussed in the section entitled: 
Whatt has been realised: facts on the reform, and also in the section on problems 
withh privatisation, particularly price increases and corruption. A country like 
Ghanaa emerging from a long period under dictatorial regimes stands to benefit 
fromfrom decentralisation and privatisation. The privatisation process would help to lif t 
thee weak private sector and nurture it to play an active role in the country's devel-
opmentt and fil l the vacuum created by the retreating state. 

Neo-liberalismm advocates a slim minimal state and a strong private sector-led eco-
nomicc development based on market principles. Decentralisation disperses power 
fromfrom the centre and privatisation helps to fill  the gap left by the retreating state (see 
Sectionn 2.1.2 and 2.2.2 in Chapter 2). The same also apply to Ghana. However, for 
aa country like Ghana emerging from a long period of dictatorship and having a 
weakk private sector, decentralisation will help to promote democratisation and the 
strengtheningg of local authorities and communities to play an active role in the 
planningg and decision-making process of the country. The privatisation policy will 
helpp create an environment in which the weak private sector can grow and play a 
cruciall  role as the engine of growth in the economy. The world is a global village. 
Locall  policies not only have to fit  national aspirations but should also meet interna-
tionall  standards and concerns, i.e. local responses to globalisation. Decentralisation 
andd privatisation are suitable methods in that respect. However, like every human 
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institutionn they have their strengths and weaknesses. Neo-liberalism is not the only 
economicc philosophy under development. There are many competing theories and 
philosophiess at play in the development circle. These include the alternative devel-
opmentt stream, which calls for alternative development approaches and participa-
toryy development approaches based on human-centred development. Participatory 
developmentt focuses on community-based initiatives with CBOs and NGOs as the 
focall  point and as important actors besides the traditional actors: the state and the 
privatee (enterprise) sector. Of late, the question of whether the role of social capital 
inn emphasising networking and trust is essential has often been overlooked in the 
developmentt process. 

5.3.35.3.3 Retaining centralised structures 

Throughh the extensive use of traditional categories of central government's control 
-- legislative, administrative and judicial - Ghana's decentralisation during the 
Rawlings'' regimes over time began to resemble re-centralisation. Fiscal control, 
politicall  interventionism at district level, including frequent changes of district 
chieff  executives and a reluctance to pursue further legislative reforms, permitted 
thee central government to begin withholding discretionary power previously as-
signedd at local level (i.e. the district assemblies). The initial commitment in 1988 to 
politicall  and administrative devolution of power resulted from two sets of factors. 
Thee first refers to the central government's interest in gaining short-term political 
successess to regain legitimacy and in accommodating opposition forces in the re-
gionss rather than engaging in long-terms reforms. The second accounts for the in-
abilityy of the central government to reform itself and to terminate the legacy of the 
pastt system in its multidimensional form (legal, institutional, territorial). In spite of 
alll  the good talks on decentralisation, re-centralisation started creeping back in. 

Post-19888 decentralisation in Ghana provides a rather limited period for an analysis 
off  central and local government relationships. Nevertheless, Ghana has, in the past, 
accumulatedd a vast experience of top-down measures. Reviews of previous totali-
tariann regimes in Ghana affirm that the central government can utilise a variety of 
political,, economic, or administrative powers to force the implementation of de-
siredd models. Various local government reforms introduced in Ghana were an ex-
pressionn of the wishes of the ruling government. For example, the CPP government 
off  1951-1966 was at odds with traditional authorities which it considered to be 
stoogess of colonial rule, and hence removed them (under the 1961 Local Govern-
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mentt Act, from local councils. Both the 1974 and 1988 reforms had no provision 
forr elections of representatives of councils/assemblies and the base structures.55 

Thee central government may also restructure territorial arrangements by creating a 
greaterr number of smaller units. Depending on the degree to which this spatial re-
organisationn is followed by the actual devolution of power, such a restructuring 
mayy have two opposite outcomes. It can result in a greater autonomy of the lower 
unitss or the state can efficiently increase its control over a vast territory through the 
establishmentt of field offices directly linked to the centre.. In this latter case, as the 
sourcee of power for the lower levels, i.e. the districts, rests with the executive 
branchh rather than the legislative; the local level's ability to function is determined 
byy the central government. 

Thee most stunning form of decentralisation was the establishment of a large num-
berr of new small units at local and sub-regional levels without the transfer of po-
liticall  power. In reality, this territorial reorganisation is meant only to further 
strengthenn the power of the central government. For instance, during the first re-
public,, the Ghanaian government allowed the establishment of local councils to go 
onn to such an extent that, by 1966, there were about 282 local councils in the coun-
try,, none of which was viable. The aim of the government at the time might not 
havee been to devolve power per se but perhaps to create an opportunity to 
strengthenn central control through their weaknesses which made them more de-
pendentt on the centre. Even the present 1988 decentralisation policy and district 
assemblyy concept in Ghana weakens the regional authorities whilst strengthening 
thee districts. As a result, the districts rely more on the central government than on 
thee regional administration. The resistance and inability of the central government 
too reform itself and the rest of the state administration have contributed to retaining 
centralisedd practices at several levels. First of all, the public administration system 
iss one of the major investors. As we noted in the section under fiscal performances 
off  district assemblies, most district assemblies in Ghana depend on central gov-
ernment'ss grant, particularly the DACF for development. Thus it is a significant 
economicc actor whose decisions on how funds are allocated have major social im-
plications.. Public administration reform is therefore an economic reform of enor-
mouss proportions. The reform of the sector is a reform of centralised fiscal man-
agementt practices that need to become more effective, transparent and open to 
greaterr scrutiny by citizens. Secondly, public administration still acts as it did un-

Thesee two decentralisation policy reforms (1974 and 1988) were implemented by military gov-
ernmentss in Ghana, which overthrew constitutionally elected governments and banned party po-
liticall  activities in the country, hence they did not allow partisan election of members of the dis-
trictt assemblies. 
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derr the centralised system where it both manages sectorial enterprises and at the 
samee time regulates them. The lack of administrative reforms and the poor remu-
nerationn of staff, translates into the existence of an inefficient, unprofessional, and 
unmotivatedd bureaucracy. A lack of reforms leads to wastefulness as regards public 
funds.. As Smith (1985, 1999, and 2001) pointed out, decentralisation reflects no 
lesss than the power of different groups to promote and defend their political and 
economicc interests. In the Ghanaian context, this translates not only into preserving 
ann old bureaucracy and centralised form of governance, but also into widespread 
partisann politics and political patronage at all levels, which undermine the prospec-
tivee benefit of decentralisation. 

Decentralisationn and privatisation are movements towards integration into the 
globall  economy - globalisation - with its inherent benefits and disadvantages. In 
thatt sense, the actions and behaviour of the district assemblies should comply not 
onlyy with national but also international standards. Trade liberalisation, though 
enablingg people to have a wide range of goods to choose from, has also crippled 
manyy of the local industries through stiff competition from foreign companies. The 
locall  industries have a lot of catching up to do. 

5.44 Conclusions 

Effectivee local governments are critical to the long-term success of democratic and 
markett reforms currently underway in Ghana and elsewhere. Though Ghana has 
takenn clear steps to pass legislation to create new local government institutions, 
thesee are not sufficient to reap the potentials of development of decentralised local 
government.. Despite a considerable number of legislative and policy guidelines 
thatt have been issued to push the district assembly concept forward, some pertinent 
problemss that still persist must be addressed. First, line departments of ministries 
andd agencies should be integrated into the organisation of the district assemblies 
andd the continuing loyalty of the staff of such departments at the district level to 
theirr parent organisations should be limited in order not to pose a problem. Second, 
theree should be officially defined links between institutions, supervision and ac-
countabilityy to district assemblies. Third, there has to be a composite budget which 
wil ll  ensure prudent utilisation of funds by the district assemblies as envisaged by 
thee government. Fourth, appropriate office accommodation should be available to 
housee all the departments of the district assembly to enhance better coordination 
andd supervision. Fifth, incentives should be provided to make it easy to appoint, 
retainn and sustain relevant professional staff to handle complex technical issues 
relatingg to development in most of the district assemblies, particularly those rural 
districts.. Many of the district assemblies have not been able to provide logistic and 
motivationn to attract qualified staff. 
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Itt has been hard for local authorities to mobilise self-generated revenues, partly 
becausee property taxes - the most common source of local revenue - are difficult 
too collect in developing countries. Insufficient local fiscal effort and financial mis-
managementt have also contributed to local fiscal plight (Kessey, 2001; 1995). Be-
ingg denied sufficient revenues, local governments have performed their statutory 
functionss poorly. Thus, while structural adjustment and decentralisation were ini-
tiallyy associated with a reduction in central transfers, the deepening financial crises 
att the local level compelled central governments to surrender to pressures to form 
improvedd central grant systems. 

Thee decentralisation and privatisation policies in Ghana have had a direct bearing 
onn the quality of life, particularly in the urban areas. The private sector was sup-
posedd to take the lead in urban development, following the inability of local author-
ityy to deliver urban services, but has largely held back for political and economic 
reasons.. Private sector involvement in urban service delivery is still in its infancy. 
Nevertheless,, some experiences have been gained in privatising solid waste man-
agementt and sanitary services in Accra and several larger cities in Ghana 
(Schweizerr and Annoh, 1996; 2001; Obirih-Opareh, 2000). These initiatives demon-
stratee that the private sector has a real potential for providing improved services. 
However,, most privatised public service delivery suffers from the drawbacks identi-
fiedfied in the above analysis. Furthermore, considering the fact that service charges are 
stilll  fixed by the government on socio-political grounds rather than commercial 
grounds,, the profitable exploitation of services can only be achieved by utilising sec-
ond-handd (and often obsolete) equipment and by saving on labour costs (low remu-
neration,, high insecurity, poor protection, lack of insurance (Obirih-Opareh, 2000)). 

Theree is a good case for continued financial involvement by the central and the local 
governmentss to mitigate the negative consequences should individual consumers opt 
outt of or be excluded from the service because of the public good nature of some 
publicc services. If rates are artificially set at uneconomic levels and the local gov-
ernmentt does not sufficiently compensate this, the sustainability of privatised public 
servicee will be compromised. Apart from corruption, cronyism and political patron-
age,, this is probably the largest threat to successful privatisation of urban services. 

Inn conclusion, we can reflect in our central analysis on decentralisation and privatisa-
tionn from the perspective of prevailing solid waste collection. What can we expect? 
Whatt are likely to be the core problems? What are the impacts of the heritage of 
state-ledd development and its associated problems on development? To what extent 
doo informal institutions determine the outcomes of formal reforms? In general terms, 
experiencess in Ghana support common views on decentralisation and privatisation 
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policies.. Each system of decentralised bodies is insufficiently balanced. For instance, 
theree is a strong centre and strong district assemblies, but weak regions which form 
thee intermediate level between the centre and the district assemblies. Decentralisation 
hass produced formal organisational reforms, but in actual fact these are dependent 
nott only on formal organisations but also on informal mechanisms, such as favourit-
ismm and political patronage. These informal mechanisms are ingrained on what hap-
penss on the ground. To a large extent, formal policies exist only on paper. Realities 
aree created overwhelmingly by informal rules. Statism and the inheritance of state-
ledd development are so strong in Ghana and keep frustrating development. Not only 
laws,, but also actions and pronouncements by public officials of the Rawlings regime 
hadd a severe effect on private sector development. 
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