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ABSTRACT

MMDAs as development partners to the central government need to mobilize enough
revenue locally to support the central government development agenda. Inadequate financial
resources can undermine the effective implementation of developmental projects in MMDAS.
Budgets are important as they prudently manage scarce financial resources and at the same
time serve as a means of expenditure authorization, control and evaluation base. MMDASs in
Ghana prepare budgets but deal with it in lesser extent unlike the profit-making organizations
which consider budget and budgetary controls important element in their policies. It is
against this background that this study was carried out to find ways by which MMDAS
especially AKDA can use budgeting and budgetary controls as management tools to
prudently enhance their financial management system for local development. The case study
approach was used in the study. Interviews and questionnaires were used to solicit data for
the study. The research found out among other things that MMDASs prepare budgets and
control the budgets. The research data evidently prove that in the case of Afigya Kwabre
District Assembly this is true. However, poor budget formulation and implementation and
low revenue generation base make it difficult for MMDAS to live up to their responsibility as
partners to the central government in national development. Recommendations and
suggestions have accordingly been made to improve upon budgeting and budgetary controls

in MMDASs and the nation as a whole.
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CHAPTER ONE

INTRODUCTION
This chapter looks at the background to the study, problem statement, objectives of the
study, research questions, significance of the study, scope and limitations of the study and

the organization of the study.

1.1 BACKGROUND TO THE STUDY

Central governments over the world have made human and environmental development their
primary objective and have therefore used decentralization as a method of sharing
development responsibilities with para-state agencies such as the local authorities. Rodinell
(1981) defines decentralization as the transfer of authority to plan , make decisions and
manage public functions from a higher level of government to individual, organization or
agency at lower level.Aryee (1999) identifies four forms of decentralization. These are

administrative, economic, political and fiscal.

Local government in Ghana, especially Metropolitan, Municipal and District Assemblies
(MMDASs) were established with the sole aim of generating good contacts with the citizens
and to bring decision making to the level where development generally takes place. MMDAs
were also created to help strengthen the democratic process and lay the basis for the upsurge
of autonomous institutions of governance within the structure of the nation-state. According
to Aryee and Amponsah (2003), the District Assemblies have added potential advantage such

as spreading development skills throughout the society.
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To ensure development, the government of Ghana in 1988 promulgated a local government

law, Provisional National Defence Council (PNDC) Law 207 to establish one hundred and

ten (110) local authorities. Section 241 of the 1992 constitution and local Government Act

462 (1993) have been the basis for the adoption of the current decentralization programme in

Ghana.

There are massive responsibilities, spelt out in Act 462 specifying the functions, and

responsibilities of the District Assemblies in Ghana. The Local Government Act 462 (1993)

Section 10, sub -section 3 states that the districts assemblies shall be responsible for the

overall development of their district and preparation and submission of development plans.

MMDAs are charged by the local government law with physical development responsibilities

such as to:

=

8.

9.

ensure legal arbitration;

register birth, death marriage and divorce;

give building permits to ensure proper spatial development;
build schools, provide books and furniture;

maintain law and order;

establish and maintain parks and gardens;

provide street lights;

provide health, sanitation and waste management service;

provide social services;

10. provide fire fighting services;

11. provide markets;

( Local Government Act, Act 462 (1993)
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MMDAs are charged by various enactments including the 1992 Constitution to ensure
physical transformation of the various local areas and stimulate socio-economic activities and
development so as to change civic inertia, poverty and illiteracy to enhance equity,
efficiency, effectiveness and economy in their entrepreneurship. These functions of the
MMDAs cannot be achieved without adequate financial resources to support them.
Inadequate financial resources can undermine the effective implementation of developmental
projects in the districts.It is against this background that the new local government system

has made provision for the financing of the district.

Fiscal decentralization is the transfer of responsibilities, power and resources to lower level
public authority to mobilize funds for development that is autonomous and fully independent
from the devolving authority when narrowed down to devolution. Local authorities are given
responsibilities and financial means within the national level determining the scope and
quality of services to be provided and amount of funds needed to deliver these services.

Kessey and Diaw (2002) called for vigorous revenue mobilization drive if the MMDASs are to
perform better. They mention that the effectiveness of revenue mobilization depends on
factors such as fiscal policy, revenue administration monitoring operations and performance
assessments. Unfortunately many MMDASs do not generate enough revenue. The reasons for
their inability to mobilize enough revenue are numerous. To mention a few Kessey and Diaw
(ibid) list corrupt practices, poor mobilization strategies, poor budget control and poor

financial management as the major reasons.
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Prudent financial management refers to how wisely resources are mobilized and managed
effectively and efficiently. Financial management is therefore important aspect of public
administration of every nation and it is one of the elements that make government effective.
It involves financial forecasting, financial planning and budgeting, financial reporting and
auditing. Sound financial management is one of the important complements of effective
management practices which seek to enhance the socio-economic development of local

authorities in Ghana.

Marshall and Synder (1974) stress that in order to ensure sound financial management there
should be good planning, accounting and budgetary systems. Jackson (1958) states that
without financial independence local authorities must lead a very subdued life. Therefore
funds should be mobilized from taxes levied on citizens and residents within the territories of
the local authorities. Officials must spend funds in a manner governed by rules and
regulations. Currently good financial management is being used by donors as a precedent for

debt relief such as HIPC and other financial assistance to developing countries.

1.2 STATEMENT OF THE PROBLEM

MMDAs as development partners to the central government need to generate sufficient
revenue locally to support the central government development agenda. Budgets are
necessary to prudently manage scarce financial resources and at the same time serve as
means of expenditure authorization, control and evaluation base. Profit making organizations

consider budgets and budgetary controls important elements in their policy making. The
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success of their organizations depend largely on good budget preparation and effective

budgetary controls

In Ghana, MMDAs prepare budgets but the degree and extent to which budgets are prepared
and formulated into performance budgets vary from each other. Even where formal budgets
are prepared their nature and purposes may vary. Failure of many businesses nowadays erupt
from the fact that budgets and budgetary control which are the bedrock of any successful
business organizations is weak or absent as reported by Ministry of Health, (1977) and
Bradstreet, (2004). Such organizations or businesses are characterized by financial,

administrative, production, managerial etc, constraints.

Budgets should be prepared based on availability of resources. MMDASs should ensure that
they generate enough resources to compliment central government grants which are always
inadequate. They can also look elsewhere for resources to support their budgets. It means
some activities captured in the budget could not be undertaken or part touched. Afigya
Kwabre District Assembly prepares budget but most times the expenditure always exceeds
the revenue resulting in budget deficits. It does not mean that budgets are ideal managers
tool. This observation encourages numerous academicians to try to discover appropriate
solutions for budget slacking, budget gamming, budget bias and other problems that
managers had to deal with, Harper (1995). In line with this argument, the study looks at
whether, MMDASs in Ghana can achieve their objectives with or without effective budget and

budgetary control systems. It is to find out reasons for budget failure and deficits at Afigya
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Kwabre District Assembly where budgetary control is cited as a cause for poor performance

in development process.

The problem is that most MMDASs do not have effective financial control system due to poor
budget formulation and implementation. They experience budget deficits. The budget deficits
occur because:
a. there is poor data base for planning and budgeting;
b. there is poor budgetary control resulting in embezzlements, misappropriations and
misapplication of funds culminating in over expenditures;
c. there is lack of ownership and responsibility when it comes to budgetary control.
Poor data base for planning and budgeting also have other consequences. The consequences
are that:
) revenues may be over-estimated to the extent that the estimated revenue is higher
than the actual revenue;
i) expenditures may be under-estimated to the extent that the actual expenditure is

higher than the estimated expenditure .

Some other rate and property rate payers may fail to fulfill their legitimate obligations in rate
payment. This may also result in situations where actual revenue may be lower than the
estimated revenue. Revenue deficits may also occur as a result of dishonesty of revenue
collectors. While useful revenue cannot be collected, expenditures go on without adequate

controls resulting in excess expenditures over-revenue.
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When these happen MMDAs cannot live up to their responsibility of being partners to the
central government in the development effort. The citizens are also denied facilities and

economic services for their business take-offs.

1.3 OBJECTIVES OF THE STUDY
The objectives of the study are in two parts, general and specific objectives.
The general objective of the study is to find ways by which MMDAs can achieve prudent
financial management to enhance development.
The specific objectives are:
a) to find out if poor financial performance at Afigya Kwabre District Assembly can
legitimately be traced to poor budget formulation and implementation;
b) to identify some of the limitations faced by Afigya Kwabre District Assembly in
relation to  budget preparation and implementation;
c) to identify the consequences of poor budgeting and budgetary controls in the
Assembly in its match to development;
d) to find out what can be done to improve budgeting and budgetary controls at Afigya
Kwabre District Assembly so as to achieve prudent financial management as well as

development goals .

1.4 RESEARCH QUESTIONS
Under this study the questions which are posed to achieve the research objectives are:
I.  why is it that most MMDAs especially Afigya Kwabre District Assembly experience

budget deficits year- in and year-out?
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ii. to what extent can effective budgets and budgetary controls enhance financial
management at Afigya Kwabre District Assembly?

iii.  what can be done to improve budget formulation and implementation in all MMDAS
and for that matter Afigya Kwabre District Assembly, so as to ensure prudent

financial management for development?

1.5 SIGNIFICANCE OF THE STUDY

This study is important because it will guide management of AKDA in future financial
decision making. It will also serve as a reference for ensuring prudent financial management
in MMDAs. Also it will be an added value to the knowledge base on budget and budgetary
controls and serve as an impetus for future policy making. Lastly, it will also serve as a guide

to policy makers, development workers and stakeholders in Ghana and the world as a whole.

1.6 LIMITATIONS AND SCOPE OF THE STUDY.
The limitations of this study are the following:
(@) the study is done alongside the tough academic work and as a full time worker, not
much time was available for the study;
(b) data gathering under the area of study because of lack of effective information
storage example filing;
(c) poor responses to interviews and questionnaires as the respondents said the topic was
too sensitive and could expose the Assembly’s secrecy and confidentiality;

(d) money for transport and materials has been difficult to come by.
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The researcher decided to use AKDA as a research organization, knowing that the service
and political sectors as any other sector (example manufacturing industry) deals with
budget in more of lesser extent. None o f the manufacturing industries contacted was
willing to grant her an opportunity in using them for the research. Excuses such as the topic
IS too sensitive and could affect their business due to secrecy and confidentiality were
given. Also, the researcher had relatively easy access to officials since she is working
with the Ghana Education Service which is one of the departments of the district and
having cordial relationship with most of the political respondents who were willing to
participate in the data collection process. Therefore, the researcher contacted the budget
analyst of AKDA who agreed to grant her the opportunity on condition that it will be used

for an academic purpose.

1.7 ORGANISATION OF THE STUDY

The research is organized into five chapters. Chapter one covers the background to the
study, problem statement, objectives of the study, research questions, importance of the
study, purpose of the study, scope and limitations of the study. Chapter two will review
literature on budget formulation and implementation in particular types of budget,
preparation of budget and budget controls, budget being a tool for measuring financial
performance, benefits and challenges of budget and criteria for measuring budget
performance. Chapter three is about the methodology used in the study. It covers the research
design, population, sample and sampling procedures, data collection and instruments.
Chapter four is about data presentation and analysis whiles chapter five provides the findings,

conclusions and recommendations.
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CHAPTER TWO

LITERATURE REVIEW
2.0 INTRODUCTION
This chapter two reviews the earlier studies related to on budget formulation and
implementation in particular types of budget, preparation of budget and budget controls,
budget being a tool for measuring financial performance, benefits and challenges of budget

and criteria for measuring budget performance.

2.1 CONCEPT OF MANAGEMENT CONTROL

The literature holds a large number of definitions of management control. The modern
management control system originated with the influential work of Robert Anthony (1965)
who drew boundaries between management control, strategic planning and operation control.
He recognizes accounting language as the base for commonalities in the system.

Anthony (Ibid) defines management control as the processes by which managers assure that
resources are obtained and used efficiently in the accomplishment of the organisation’s
objectives”Garrison and Noreen (2000) suggest a different definition of management control
as follows: “those steps taken by management that attempt to increase the likelihood that the
objectives set down at the planning stage are attained and to ensure that all parts of the
organisation function in a manner consistent with organizational policies. In this paper, the
term management control is defined as those sets of organizational activities that include
planning, coordination, communication, evaluation and decision-making as well as informal

processes aimed at enhancing the efficient and effective use of the organizational resources
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towards the achievement of the organizational objectives. Budgeting is the tool used by

management to facilitate those management activities.

Anthony and Govindarajan (2004) identify several aspects or activities of management
control namely, planning, coordinating, communication, evaluation, decision-making and
influencing.

1. planning what the organisation should do. Planning could be viewed as budget

preparation.

2. coordinating the activities of several parts of the organisation to assure alignments
goals.
3. communicating information such as strategy and specific performance objectives.

Communication could be done formally (by means of budgets and other official
documents) and informal through conversations.

4, evaluating actual performance relative to the standard and making inferences as to
how well the manager has performed.

5. deciding what, if any action should be taken.

2.2 THE BUDGET

Over the past two decades, one word that has become the common currency in all managers’
vocabulary is “budgets”. The budget is perhaps the most chosen course of action or in action
by the management and staff across all sectors. Management at all level within the public,
private and the third sector have used the budget as their shield or excuse when confronted or

challenged about any decision. It’s not uncommon to hear variations of the phrases “the
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budget doesn’t permit us to”or it’s not our budget Frederick (2001) and he defines budget
as plan that is measurable and timely. Bruns and Waterhouse (1975) also define budget as
financial plans that provide the basis for directing and evaluating the performance of
individuals or segments of organizations.Merchant (1981) defines budgeting system as a
combination of information flows and administrative processes and procedures that are
usually integral part of the short-range planning and control system of an organisation.

Drury (2006) defines budget as a plan expressed in quantitative, usually monetary term
covering a specific period of time usually one year in other words a budget is a systematic
plan for the utilization of manpower and materials resources. In a business organisation a

budget represents an estimate of future costs and revenues.

Lucey (1996) defines budget as a plan expressed in money terms. It is prepared and
approved prior to the budget and may show income, expenditure and the capital to be
employed. It may be drawn up showing incremental effects of former budgeted or actual
figure, or be compiled by zero -based budgeting. Blocher et al (2002), argue that budgets
help to allocate resources, coordinate operations and provide a means for performance

measurement.

MMDAs like other organisations undertake various forms of policies, programmes and
activities covering economic, social, political etc. These activities entail financial
counterpart in the form of revenue and expenditure. MMDASs document these intensions and
their related financial implication in the form of a plan. Oduro (2006) mentions that such a

plan backing the local authorities are intended actions and a programme for the forthcoming
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period usually a year. It is called a budget. A budget is a document that reflects the
estimates of income and expenditure of a government, local authority or a firm for a
particular period of time, possibly, from 1% April to 31* March. Some objectives are realized
in the short-term and some are realized in the long- term in relation to multi-year
programmes that have been adopted, Erasmus and Visser (2000) state that an annual budget

thus serves as an implementation tool for long-term objectives.

Public sector budget, according to Oduro (Ibid) is a prospectus referring to expected future
revenue and expenditure activities of the government for the forthcoming period. It is used
as an instrument to allocate public resources toward achieving some public value.

Budgets, by definition, have to be prepared in advance and for this reason, they are often
referred to in terms of their being part of a feedforward system. Feedback is a term frequently
heard both in accounting and ordinary use. According to Hall (1996) feedforward, on the
other hand tends to be less frequently heard, yet this word incorporates the most important
aspect of budgeting. It means looking at situations in advance, thinking about the impact and

implications of things in advance, and attempting to take control of situations in advance.

From the definition of budgets we distinguish three key components. First, we recognize the
planning aspect of budget. The plan is regarded as the statement of intent or goal of the
organisation. The second aspect is the measurability. This makes it possible to measure the
plan. The third component is time. It gives the possibility to say if the plan is achieved

In summary, a budget is a statement setting out the monetary, numerical or non quantitative

aspects of an organisation's plans for the coming week, month or year. Budgetary control is
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the analysis of what happened when those plans came to be put into practice, and what the

organisation did or did not do to correct for any variations from these plans.

2.2.1 Characteristics of a Budget.
Gregory (2005) gives characteristics of a good budget. According to him, a good budget is
characterizes by the following:

a. participation — involves many people as possible in drawing up a budget;

b. comprehensiveness- embrace the whole organization;

c. standards — base it on established standards of performance;

d. flexibility — allows for changing circumstances;

e. feedback — constantly monitor performance;

f. analysis of costs and revenues — this can be done on the basis of product line,

departments or cost centers.

2.2.2 Types of Budget

Gregory (ibid) identifies two main types of budget. These are traditional budget and MTEF
budget. The traditional budget is a tool used by money experts to get your financial situation
on track. Examples of the traditional budget are the following:

Fixed budget

Fixed budgets are often used by firms which rely on their forecasts. Hofstede (1968) writes
that one discussed issue in the accounting literature is whether a budget should be fixed or

variable with respect to volume or sales or other inputs. The fixed budget is therefore a
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budget which once made and accepted cannot be changed for whatever reason being that
fixed cost are incurred and still persists irrespective of sales volume.

Flexible Budget

In the view of Garrison (2000), a flexible budget reflects the effect of changes in the
budgeting environment which affect the performance of the budget, it does not confine itself
to only one level of activity and actual results do not have to be compared against budgeted
costs at the original activity level.

Capital Budget

Pandy (1999) defines capital budgeting as the firm’s decision to invest an entity’s current
funds most efficiently in long-term activities in anticipation of an expected flow of the future
benefits over a series of years.

Sales Budget

Stanton (1971) mentions that the cornerstone of successful marketing planning in a firm is
the measurement and forecasting of market demand. The key figure needed is the sales
forecasts because it is the basis for all budgeting and all operation in the firm. Radford and
Richardson (1963) expressed their view that “effectiveness of budgetary control depends on
the accuracy of sales estimates.” In profit making organisations, the sales budget is very

important because it helps in determining profit for the year.

The Medium-Term Expenditure Framework (MTEF)

Gregory (ibid) mentions that a medium-term expenditure framework budget consists of a

top-down estimates of aggregate resources available for public expenditure consistent with
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macro-economic stability; bottom-up estimate of the cost of carrying out policies, both

existing and new; and a frame work that reconcile these cost with aggregate resources.

The MTEF budget is a rolling process repeated every year and aims at reducing the
imbalances between what is affordable and what is demanded by line ministries. MTEF does
this by bringing together policy-making, planning, and budgeting early in the budgeting
cycle, with adjustments taking place through policy changes. It involves building domestic
macro-economic and sector modeling capacity. Also, even if the whole of the Government’s
budgeting system is working well, each sector is better if managing itself with a medium-
term perspective. A well implemented MTEF budget should:

1. link the Government’s priorities with a budget within a sustainable spending

envelope;

2. highlight the tradeoffs between the competing objectives of the Government;

3. links budgets with the policy choices made ;

4. Improve outcomes by increasing transparency, accountability, and the

predictability of funding.

The MTEF budget was introduced in Ghana in 1999. It is a three year rolling expenditure
programme with the first tranche covering 1999-2001 to be continued thereafter. The second
phase of the program was arranged to cover the preparation of composite budgets that is in
line with sectorial policy objectives of regional activities administration and district
assemblies.

Source: Ghana Government Budget Statement, 1992.
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Adams et al (2003), identifies five different classes of budget; activity based budgeting, zero-
based, value based, profit planning and rolling budget and forecast.
1. Activity Based Budgeting (ABB), Activity based budgeting (ABB) is similar to activity
based costing (ABC) and activity based management (ABM). ABB actually involves
planning and controlling along the lines of value adding activities and processes. Resource
and capital allocations decisions are consistent with ABM analysis, which involves
structuring the organisation’s activities and business processes so that they better meet
costumers and external need.
From the perspective of Wilhelmi and Kleiner (1995), ABB can be applied in all industries
and in all functions, including service industries and overhead functions. It also can be used
in manufacturing. It is really a management process, operating at the activity level, for
continuous improvement on performance and costs.
2. Zero-Based Budgeting
The Zero based budgeting (ZBB), expenditures must be re-justified during each budgeting
cycle rather than basing budgets on previous years or periods. ZBB is not build on
inefficiencies and inaccuracies of previous history. The author also noted that the value of
this approach depends on the stability of operating environment.

3. Value-Based Budgeting
This is a formal and systematic approach for managing the creation of shareholders value
over time. All expenditure plans are evaluated as project appraisals and assessed in terms of
the shareholder value they will create. This helps to link strategy and shareholder value to

planning and budgeting.
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4. Profit Planning Budgeting
This is about planning the future financial cash flows of profit centers (profit wheel), it gives
the possibility to assess whether an organisation or unit generates sufficient cash flows,
creates economic value and attracts sufficient financial resources for investment. It also
ensures consideration of an organisation’s short-and and long term prospects when preparing
its financial plans.
5. Rolling Budgets and Forecast
It appears to have the most potential as the better regular budgeting approach. It enables firm
improve their forecast accuracy and overcome the traditional budgeting time lag problem.
This is by: solving the problems associated with frequent budgeting, being more responsive
to changing circumstances, but requiring permanent resource to administer, and overcoming
problems linked to budgeting to a fixed point in time — i.e. the year end and the often dubious
practices that such cut-offs encourage.
Oduro (2001) on his part outlines budget types in the public sector as follows:

a. line-item budget

b. performance budget

c. incremental budget

d. zero based budget

e. planning programme budgetary system (PPBS)
Line Item Budget
This is a type of budget where expenditure is expressed considerable details with less

attention being paid to the activities to be undertaken. The object of expenditure is the key to
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classification. This may also be called an ‘indicative budget’ if it is in a preliminary stage
(pre-approval stage).It shows the nature of spending rather than it’s purpose

Performance Budget

This is a budgeting system which classifies items according to direct output of activity,
intermediate product, activities, and purpose. It focuses on output or outcome rather than
input and it is characterized by expenditure by work load or unit cost of activity primary
features tasks, activities orientation management.

Incremental Budget

This is where the current budget is increased to allow for expected future conditions.
Resources are allowed based on what was received in previous years rather than on any
rational allocation based on the policy and planning process. Any changes in priority are
accommodated at the margin rather than through a revision to the allocation of the available
financial resources. This approach entails the use of the previous year’s budget as a baseline
and adds or subtracts amounts to form that budget to reflect assumption for the forthcoming

budget year.

2.2.3 Budget Formulation and Implementation

In Ghana each MMDA by law has a budget unit, which has the responsibility of liasing
with the District Coordinating Director (DCD), the District Finance Officer (DFO) and with
the District Heads of Department to collate and prepare the draft budget.

The draft budget is thoroughly discussed by the Finance and Administration Sub Committee
of the District Assembly. It is then submitted to the General Assembly through the Executive

Committee of the Assembly for debate and approval.
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In December each year, the Assembly sits and considers the draft budget and subjects it to
thorough debate. Like Parliament the Assembly debates on the budget and the debate could
be very intense and critical, subject to detail analysis of revenue and expenditure as well as
proposal for development plans.The current practice is that the Finance and Administration
Sub-Committee of the Assembly and the related Units of District Co-ordinating Directorate
prepare their revenue and expenditure projections and classify them as the budget of the

District Assembly.

At the last quarter of each year, AKDA like all other Assemblies, submit yearly budgets to
the Regional Co-ordinating Council (RCC) in Ashanti detailing the revenue and expenditure
of the district for the ensuing year. The RCC collates and co-ordinates the budget of their
respective MMDAs in the regions into a regional budget and submits them to the Ministry of
Finance and Economic Planning. Copies are also sent to the National Development Planning
Commission (NDPCU) for national planning purposes. There are instances that draft budgets
are rejected by the Assembly calling for changes in certain aspects of the proposal submitted.
A resolution of an Assembly is passed to approve the budget for the ensuing year after the

debate and necessary changes. Source: AKDA Planning Unit

The implementation of the budget after the formulation stage involves;

1. allocating responsibilities and resources;
2. monitoring and evaluating performance;
3. collecting and analyzing financial and non-financial data to determine variances

and deviations;

31



4. reaching a conclusion after comparing all the alternative choices made;
5. taking corrective and comprehensive measures or actions to overcome the

variances and deviation.

2.3 PREPARATION OF BUDGET AND BUDGETARY CONTROLS

Maitland (2001) mentions that the process of preparing and agreeing on a budget is a means
of translating the overall objectives of the organization into detailed, feasible plan of action.
Public budget preparation is one of the tedious tasks that any country should look upon. The
preparation process for the annual budget involves a great deal of energy, time, and expense.
Hence, it is important that a country must be able to follow accurately all the methods of
preparing an annual budget. In budgeting, the focus is not only to prepare the budget, but
more importantly to have a follow-up operation for budgeting and t o act according to known

data.

Based on this, Falk (1994) states that budgets are financial expressions of a country’s plan
for a period of time. It tells where and how the organisation will spend money and where the
money will come from to pay these expenses. He adds that budgets set limits. He says,
“Imagine how chaotic an industry or country would be if everyone was allowed to spend as
much as they wished on whatever they wanted.” Besides setting limits, Andrews and Hill
(2003) say that budgets also provides the assurance that the most important needs of a
country are met first and less important needs are deferred until there are sufficient funds in

which to pay for them.
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Even though budget preparation is not the sole thing that needs consideration in budgeting,

the basis of it is still needed in order to have at least close estimation.

2.3.1 The Budget Cycle

In both the private and public sectors, the budget is prepared by the budget committee having
regard to the organization’s objectives. In a company, it is submitted to the board of
directors or chief executive for approval. When approved it becomes an executive order. At
the national level, the national budget is approved by both Cabinet and the Legislature before
it becomes operational. It would be easy to dismiss the budgeting process as beginning when
the first budget is prepared, and as being complete when the master budget is finalised. In
reality, the budgeting process begins for many organisations a long time before the budget
period begins and the process ends once the budget period has ended. This means that
budgeting process is a very lengthy process. Typically, for a large organisation, the pre-

budgeting phase can begin up to a year before the budget period starts Adu-Gyamfi (2008).

Jones and Pendlebury (1984) give some insight into the beginning of the budgeting cycle
when they present a timetable for preparation of detailed revenue budget and capital
programme for a local authority. They show that the process starts in June in the year
preceding the budget period with the draft budget manual being sent to Finance Officers,
who will discuss this draft with their departmental staff with a view to adoption or
amendment. The budgetary planning phase is completed in March and made ready for an
April discussion when the printed budget book is published and the approved estimates are

put into the financial control system.
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2.3.2 The Budget Period
The budget period is the period for which a set of budgets is prepared. Typically, according

to Jones and Pendlebury (1984) the budget period is of one year's duration, and will be
designed to coincide with an organisation's or government’s financial, or fiscal, year. There
is no reason why a budget period has to be one year, but typically it made so.

These authorities on the other hand, say that if we are dealing with a project, then the budget
will clearly be linked to that project. A three month project will have a budget covering the
whole project and will thus be a three months budget.Most organisations will divide their
budget period into calendar months or periods whereas others have thirteen period years all
of an equal four week period. In certain situations, the budget period will be analysed
according to some particular feature of the work in that situation. For example, stockbrokers
have their year divided into "accounts" of two and three weeks' duration. Indeed, these
divisions of a budget period are control periods.In Ghana before 1999, government budget
was prepared on yearly basis but with the introduction of the medium term expenditure frame

work (MTFF), budget is prepared based on a three year rolling plan.

Finney (1994) outlines the following steps or cycle in preparing an effective budget:
1. budget form and instructions are distributed to managers;
2. the form are filled out and submitted;
3. individual budgets are transformed to appropriate budget and accounting
terms and consolidated into an overall organizational budget;

4. the budget is reviewed ,modified as necessary and approved;
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5. the final budget is then used throughout the year to control and measure the

organization.

2.3.3 Purposes of Budget Preparation

In the view of Williamson (1996) budgets should be prepared to serve the following
purposes:

1. Planning

There is the likelihood that managers may be tempted not to plan for future operations
because of day to day pressures and operating challenges. The budgeting planning process
ensures that managers do plan for future operations, and that they consider how conditions in
the next year might change and what steps they should take now to respond to these changed
conditions.

2. Coordination

This brings different parts of the budget together, reconciled into a common plan. Budgets
are not prepared for the benefit of individuals involved in the process but for the best interest
of the business or the stakeholders. Without guidance therefore, managers might make their
own decision that will work against the overall objective of the business.

3. Communication

Everyone in the budget preparation chain must be aware of their input to the success of the
entity’s financial plan. This will ensure that all are made accountable for the implementation
of the budget. This will also help in coordinating all budget activities for smooth

implementation of the plan.
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4. Motivation

The budget provides a standard which managers will evaluate their performance with. If they
meet their targets regularly, they may be motivated to go for a higher target. If budget are
dictated from above and imposed on those who are to implement the plan, it will rather not
motivate workers and may be resisted. It can also serve as a useful device for influencing
management behaviour and motivating managers to perform in line with the organizational
objectives.

5. Control

Planned activities can be compared to the actual so that effort will be concentrated on
ascertaining the reasons behind the differences. By investigating the reasons for the
differences, managers may be able to indentify inefficiencies such as the purchases of
inferior quality materials. Appropriate control action will then be taken when reasons for
inefficiencies have been found.

6. Performance Evaluation

As a manager you will like to evaluate your own performance even if you are not assessed by
your superior. However performance is often evaluated by measuring a manager’s
performance against budget and the ability to achieve the targets would lead to promotion or
bonus. The budget thus provides a very useful means of informing managers of how well

they are performing in meeting targets that they have previously helped to set.

Williamson (Ibid) shares the view that, budgets are simply exercises in calculation unless
they are used. When an organisation draws a budget it does so as part of a system of

budgetary control. The controls are some basic ideas of what the entity wants to do. It
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prepares budgets to help to achieve those ideas; and then once that is done whatever it is that

has to be done, budgetary controls check to see if expenditures are on course.

2.3.4 Budgetary Controls

Budgetary Control is define by the Chartered of Management Accountants (CIMA) (2007)
as the establishment of mechanism authorising responsibilities of executives to the
requirements of a policy and the continuous comparison of actual with budgeted results
either to secure by individual action the objective of a policy or to provide a basis for its
revision. Hoftsede (1998) defines budgetary controls as planning translated into monetary
terms. At the beginning, a budget is a plan and at the end it is a control device for
measurement. In the view of Slim (1994) budgetary Controls aims at providing a formal
basis for monitoring the progress of the organization as a whole and of its component parts
towards the achievement of the objectives specified in the budget. Budgetary controls
predetermine plans or standards of output and estimated incomes are compared with actual

results and necessary corrective action taken.

Otley (1990) mentions that budgetary control is the main integrative control method for most
business enterprises and the organization business plan can be represented financially by the
budget. The budget can thus be used as a monitor and control method for the complex issues
of the business plan. Lucey ( Ibid) argues that no system of planning can be successful
without having an effective and efficient system of control. Budgeting is closely connected
with control. The exercise of control in the organization with the help of the budget is known

as budgetary control.

37



The process of budgetary control includes:
a. preparation of various budgets;
b. continuous comparison of actual performance with budgetary performance;
c. revision of budgets in the light of changed circumstances.
The design of budgetary control system is dependent on several factors. These factors
determine how easy to exercise controls in an organization. Hoftsede G.H (Ibid) argues that
budgetary controls are easiest in organizations where:
a. the objectives are clear and unambiguous;
b. outputs are measurable;
c. the effects of interventions are known;

d. the activities are repetitive.

Hoftsede (ibid) identifies six types of control which are suited to different situations:

1. routine control can be used where all the four conditions above exist;

2. expert control is needed when the activity is not repetitive but all other conditions are
met;

3. trial and error controls are used when the effect of intervention is not known but all
other conditions are met. In budgeting, flexible budgeting and sensitivity analysis are
examples of trial and error controls;

4. intuitive control has to be used where an activity is not repetitive and the effects of
interventions are not known. Budgeting for an investment in a project where the

market is uncertain is an example of intuitive control;

38



5. judgmental control is required when the objectives are clear but the outputs are not
easily measurable;

6. Political control which is applicable where none of the Hofstede’s conditions for easy
control applies. Political control uses power structures, rules and rituals the
manipulation of scarce resources and negotiation processes. It can be seen in public
sector organizations such as ministries Departments and Agencies (MMDAS) where
different Departments are all seeking to meet different objectives, resources are
limited and there is high degree of bureaucracy. Budgetary control in this case enable
political control take place by providing an opportunity for negotiation and aiding

manipulation and control of scarce resources.

Drury (2006), opines that two main budgetary controls exist, These are feed forward and
feedback control. The feed forward control comes into being when the predictions are
matched against desired outcomes. The purpose of feed forward control system is to
anticipate errors or variances before they happen and to take steps to minimize them. The
feedback control system is the measure of differences between planned and actual results so
that subsequent actions can be modified to achieve the required results. He goes further to
say that, the master budget is the budgeted profit and loss and balance sheet for the coming

period which will be used as a basis for decision-making and control.

Budgetary control systems are so dependent on internal and external factors which affect the
organization and changes in those factors must have impact on the budget. External, political,

social and economic changes tend to have a slow effect on organizations as such changes are
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often unpredictable and organizations tend to act reactively rather than proactively. For
example in the public sector, changes in the vision of a government from vision 2020 to
vision 2015 will have an impact on their budget. Also economic changes such as the rate of
inflation will affect the predictive value of budgets. If these changes occur frequently then
organizations will increasingly need to use techniques such as flexible budgeting and

sensitivity analysis to the effect of these changes.

Lowe et al (2002) say that while there appears to be general agreement of the behavioral,
planning and control or objectives of budget control, its implementation can be problematic.
To understand the reason for this, one does not look inside the organization but also at the
outside environment and the unpredictable of that context.In both private and public sectors,
accountability is being driven down the organization to the level of the individual. Problems
of budget control is how to control in an environment where there are also changing patterns

both inside and outside the organizations.

Ashford (1989) posits that budgeting can be applied to virtually every situation. It does not
matter whether we work in the public or privates sector of the economy. We may work for a
profit making business or a non -profit making business. A company may be engaged in
trading, manufacturing, or providing a service. In all of these situations, budgeting and

budgetary control are utmost importance.

Adu -Gyamfi (2008) notes that budgetary controls can be achieved in MMDAs through

many ways including the establishment of the following:
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1. Dbudget committee ;
2. project committee

3. investment committee;

Budgetary controls are also achieved through enforcement of internal controls in the form of:

a.

b.

internal audits;

internal checks within functions and activities;

administrative controls in terms of ensuring effective personnel policies, operational
rules, regulation, procedures and methods;

segregation of duties into initiation, approval ,authorizations, execution and
recording of transactions;

chart of accounts which indicate cost items, cost centers, cost levels and
expenditure boundaries;

maintenance of proper books of accounts which are books of prime entry, cash
book, journals and ledgers;

issuing accounting instructions in respect of purchase, stock and receipts, periodic
stock-taking and imprest retirement and reimbursements;

issue of accounting manuals and adoption of accounting policies in respect of

assets disposals and depreciation.

In achieving effective budgetary controls, the Audit Service Law, Act 654 (2004) makes it

mandatory for public sector entities to establish Audit Report Implementation Committees

(ARICs). ARICs are not only to examine audit reports but also evaluate budgetary control

systems in MDAs and MMDA:s.
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Audits of financial transactions and the final accounts periodically at least annually and the
issuing of audit reports timely cannot be over —emphasized in budgetary controls. However
this is something which is usually lacking with public accounts. Preparation of government
accounts sometimes delays leading to weak accountability and transparency in the MMDAS
as well as the central government machinery. Financial statements of the government are
useful for external control purposes and are subject to external verifications by tax payers,
donors, investors, suppliers, bankers and constituents. They help key stakeholders to make

informed financial decisions.

The use of budget and budgetary controls measures by Ghanaian local authorities is certainly
not just of recent date. Governments have always used budget and budget control measures
to plan and control public projects and programmes. In the view of Amoako and Acquah
(2008), early local government organizations were established to ensure some level of
collective protection against the human and natural disasters were not of course comparable

with our modern MMDAS.

Amoako and Acquah (2008) conceptualize that, for MMDAS to be effective, their budgets
must be aligned with their strategies, strategic management and performance. This is
supported by Blumetritt (2006), who says there is the need for organisations to integrate their
strategic management with their annual budgets.

Budgets and budget control measures are used as a tool for various reasons such as:

I.  to set the objective of governmental organisations ;
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ii.  toachieve measurable results;
iii.  to measure operational processes;

Iv. to achieve accountability.

The control over the budget is also related on the management of which comes in different
type of controls. In assuring that the funds are clearly budgeted, the managers’ conduct
auditing procedures and financial reporting to observe it there is any evidence of its misuse

or to seek the call for additional budgetary allowance.

Havens (2000) posits that different risk and assumptions can be established if there was no
internal control on the financial transactions of a business. Resources can be wasted, fraud,
inaccurate and erroneous accounting may occur, projects completion could be inefficient
coupled with failure to produce timely and reliable financial and management information.
All of these risks will lead to the downfall of the organization. Budgetary controls, according
to Larson and Madson (1999) are implemented in the public sector to aid management

activities of the company’s public funds.

In the view of Welch (1998) the relationship between budgetary control system and
management over-sight over the public funds should be well-organized and emphasized in
the internal control system of the organization. Budgetary control and management over-
sight are the hearts of prudent financial management of every organization. Aside from the
fact about the control and management, the organizations are guided towards the success in

the industry.
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2.4 THE BUDGET AS A TOOL FOR MEASURING FINANCIAL PERFORMANCE
Merchants and Stede (2003) postulate that performance relates to qualitative and quantitative
description of results which can help shape the fortunes of an organisation. The relevance of
performance measurement is highlighted by the popular dictum “what you measure is what
you get” (Kaplan and Norton, 1996). Bogt (2004) mentions that measurement relates to
organizational activities, production or output and in the public sector performance
measurement relates to primary activities and outcome resulting from public policy.
Performance measurement is simply a method for assessing progress towards stated goals. It
IS not intended to act as a reward or punishment mechanism, but rather as a communication
and management tool. The goal of instituting performance measurement in government is to
shift the focus from the amount of resources allocated, to the results achieved with those

resources.

Performance measurement in the public sector can serve a variety of purposes.

First, it serves as a vehicle for communication. To the public, they signal the things that
government deems important, and how the government should be judged. Second, it serves
as a motivational tool. To those within the organization, measures signal what is important,
and what is necessary for success. Finally, measures can serve as a vital management and
decision-making tool, providing information that can be used to make improvements in
program design and service delivery. (Alberta’s Treasury Guide on Performance

Measurement,1996)
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2.4.1 Reasons for measuring financial performance

Behn (2003) gives eight reasons for adapting performance measurement in evaluating

financial performance:

1.

2.

to evaluate how well a public agency is performing;

to enable public managers to ensure their subordinates are doing the right thing;

to budget — budgets are crude tools in improving performance;

to motivate for better results;

to enable organizations communicate their accomplishments to stakeholders
especially owners;

to promote to convince citizens that an organization is doing well;

to learn;

to improve on current states.

In the view of Kaplan and Norton (Ibid), a general conception of the use of performance

measurement is that, it is used to support the formulation and implementation of

organizational strategy. This use of performance measures by Ghanaian MMDASs appears to

be wide spread and pronounced nowadays. Budget and budgetary control measures are being

used for both external oriented communication as well as for internal oriented strategic,

political and operational reasons Bogt (2004).



Thompson (2007) states that, budgeting, strategies and strategic management share an
orientation toward improving business performance, as each is used to set an organization on
an appropriate path to success and guide its managers decisions and activities. Reginald L et
al (1971) look at budget as the system and process that integrates all the operational plans to
express the financial results and economic performance of a business and that the total
financial consequences resulting from sum of all operating plans is the final measure of
economic performance. Drury ( 2002) says that if budgets are being used as targets, then
management will want to know if those target have been met, and if not, why not. This is
known as performance evaluation. Meeting the department’s budget is usually the
responsibility of the department manager, and it is therefore his or her performance which

will be questioned if the budget is not met.

Managerial performance is often evaluated by the extent to which budgetary target for which
individual managers are responsible have been achieved. Managerial rewards such as
bonuses or performance-related pay can also be linked to achievement of budgetary targets.
Managers can also use the budget to evaluate their own performance and clarify how close
they are to meet agreed performance targets. In this sense, budgeting serves as a measuring

rod.

2.5.1 BENEFITS OF ABUDGET

Lucey (ibid) outlines the benefits of budget as follows:



a. it provides clear guidelines for managers and supervisions and is the major way
which organizational objectives are translated into specific tasks and objectives
related to individual managers;

b. the budgetary process is an important method of communication and coordination
both vertically and horizontally;

c. because of the exception principle, which is at the heart of budgetary control,
management time can be saved and attention directed to areas of most concern;

d. the integration of budgets makes possible better cash and working capital
management;

e. better control of current operations is helped by regular, systematic monitoring and
reporting of activities;

f. provided there is proper participation, goal congruence is encouraged and

motivation increased.

Kaplan (1992) also says that budget brings about improvement and efficiency in the working
conditions of the organization by setting out target of the organization and providing
resources to work towards achieving these targets thus everybody knows what they are

working for and given the necessary resources which will ensure efficiency.

2.5.2 CHALLENGES OF ABUDGET
Lucey (ibid), identifies these as the challenges of a budget;
a. variances frequent due to changing circumstances and poor forecasting due to

managerial performance.



b. budgets are developed round existing organisation structures which may be
inappropriate for current conditions.
c. the existence of well documented plans may cause inertia and lack of flexibility in
adapting to change.
Badly handled budgetary systems with undue pressure or lack of regard to behavioural
factors may cause antagonism and may lower morale.
Drury (Ibid) opines that, budget could be seen as a pressure device imposed by management
resulting in poor labour relations and inaccurate record keeping.
Departmental conflicts over resource allocation and blaming each other when targets are not

meet. It also involves a lot of guess work.

Adams et al (2003) explained the weakness of budgetary practices under several headings;
a. Competitive strategy:
Budgets are rarely strategically focused and are often contradictory; because
(a) they concentrate on cost reduction and not on value creation;
(b) they act as constrain to responsiveness and flexibility , and are often a barrier to
change;
(c) they add little value, rather they turn to be bureaucratic and discourage creative
thinking;
(d) they are time consuming and costly to put together;
(e) they are developed and updated too infrequently — usually annually;
(F) they are based on unsupported assumptions and guesswork; therefore encouraging

gaming and perverse or dysfunctional behavior;



(9) they strengthen vertical command and control;
(h) they do not reflect the emerging network structures that organizations are adopting;
(i) they reinforce departmental barriers rather than encourage knowledge sharing; and

() they make people feel undervalued.

What Adams et al (ibid) are stressing is the fact that traditional planning and budgeting
processes used in organizations are failing to deliver results. They are too time consuming to
undertake, encourage internal politics and gaming behavior, and are too inward looking, with
short-term culture that focuses on achieving a budget figure. They further say that budget as a
management tool by itself is neither good nor bad. How managers administer budgets is the
key to their value. When administered wisely, it facilitates planning and resource allocation
and help to enumerate, itemize, dissect and examine all the products and services that the

company offers to customers.

2.6 CRITERIA FOR MEASURING BUDGET PERFORMANCE

Selecting which measure to use is part art and part science. The choice of measures
will largely depend upon the intended:
1. understandability — the measure and information are clear and easily understood
by the public, and sufficiently explain how performance is being assessed,;
2. relevance — the measure is an accurate representation of what is being measured.
The information presented is timely and directly related to the subject matter;
3. reliability — the information is free from error, unbiased and complete. Also, the

results can be duplicated by others using the same information and methodology;



4.

comparability — results can be compared to other years or to similar organizations
audience and what they want to know. (Alberta’s Treasury Guide on Performance

Measurement, 1996)

The primary focus of the government’s performance measures is for public reporting

purposes. Therefore, the foremost consideration is that the measures and the information

they provide should be clear and easy to understand.

In measuring these budget performances it is important for the manager to ask series of

questions such as these:

1.

2.

3.

9.

do the measures relate to the stated core businesses and goals?

does the measure make sense and is the wording understandable?

does the measure really indicate the effects government intends the program to have?
is the outcome measured at least partially within the organization’s ability to
influence?

can the measure show the extent to which goals have been achieved?

iIs the data accurate and can the information be collected over time on a consistent
basis?

has the data been impartially gathered and analyzed? Will the measures be valid for
more than one period without significant changes?

do the measures allow for comparisons with past performance, other organizations,
other jurisdictions?

can others using the same data arrive at similar results or conclusions?

10. is the cost of collecting the information reasonable?
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11. do the measures provide performance information on ministry/government priorities?
12. will the information be available on time? (Alberta’s Treasury Guide on

Performance Measurement, 1996)

CHAPTER THREE

RESEARCH METHODOLOGY
3.1 INTRODUCTION
A research such as this requires an organized data gathering in order to pinpoint the research
philosophies and theories that will be included in the research, the methodology of the
research and the instruments of the data interpretation. This chapter presents the profile of the

study area and methodology adopted for data collection and analysis.

3.2 PROFILE OF AFIGYA KWABRE DISTRICT ASSEMBLY (AKDA)

The Afigya Kwabre District Assembly (AKDA) is one of the newly districts created in 2008.
It was carved from two districts, Afigya Sekyere and Kwabre all in Ashanti region. It is
located in the central part of Ashanti Region. It has an area of about 342.3km2, being 1.44
% of the land area of Ashanti. The district is bounded by Kumasi Metropolitan
Assembly(KMA) to the south, Ejura —Sekyeredumasi District to the north, Offinso
Municipal Assembly to the west, Atwima District to the South- West and Kwabre East

District to the east.

According to Ghana Population and Housing Census 2000 results, the population of AKDA

stood at 89,967 with a growth rate of 3.6%. It has a high population density, as compared to
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the national and regional averages. The district has a population density of 397.3 persons
per square kilometer whiles the national and regional averages are 78.9 and 147.6
respectively. In 2000 rural to urban composition of the population was 35 to rural and 65 to
urban. The situation in 2009 is 40 to rural and 60 to urban. This is an indication of more
communities reaching urban status by attaining the threshold of 5000. The District has two
constituencies, Afigya and Kwabre West. The district has 95 settlements which 58 out of the
number have population less than 1000. Atimatim,Tetrem, Afrancho,Ankaaase,
Kyekyewere, Ahenkro, Adwumakasekese, Boamang, Nkukuabuoho and Kodie are the ten

(10) major settlements of the district (Ghana Population and Housing Census, 2000).

The main sources of revenue at AKDA are the IGF and Central Government transfers. The
IGF is the primary source of revenue which is made up of fees and fines, rates, ,rents lands,
licenses and investments .The IGF is mainly used for recurrent expenditure such as; salaries
and wages, Assembly members allowances, utilities, maintenance and repairs and
miscellaneous expenses. The central government transfers are revenues which are
transferred, from the central government sources to the District Assemblies. These are

DACF, Grants- in aid and Ceded revenue.

Article 4550f the 1992 constitution which established the DACF defines the total revenue as
all “revenues collected by or accruing to the Central government other than the foreign
loans, grants, non-tax revenue and revenues already collected by or for District Assemblies
under any enactment in force”. The DACF is distributed among District Assemblies by a
formula approved by parliament. Grants- in aid such as Highly Indebted Poor Country

(HIPC), District Development Fund (DDF), Social Investment Fund (SIF), Community
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Water and Sanitation Project (CWSP), etc are given out by donors for specific projects

Ceded revenues are transfers which the central governments tapped through the collection of

taxes and ceded them to the District Assemblies in pursuit of decentralization.

Table 1: A Table showing revenue and expenditure budgets of AKDA for the periods 2008,

2009 and 2010.

PARTICULARS 2008 2008 2009 2009 2010 2010

A | REVENUE BUDGETED | ACTUALS | BUDGETED | ACTUALS | BUDGETED ACTUALS

1 | RATES 34,000.00 23,902.70 | 104,300.00 | 90,289.11 | 115,000.00 70,089.81

2 | LANDS 12,000.00 39,000.00 39,000.00 | 37,000.00 | 45,000.00 7,249.00

3 | FEES & FINES 112,000.00 | 56,726.00 | 122,595.00 | 97,762.87 | 124,725.00 132,248.60

4 | LINCENCES 21,638.00 15,007.80 | 66,535.00 58,958.80 | 69,296.00 55,811.90

5 | RENT 0.00 115.10 240.000 325.00 360.00 499.00

6 | INVESTMENT 500.00 221.93 500.00 724.09 900.00 295.94

7 | MISCELLANEOUS 1,720.00 | 400.00 1,000.00 916.93 1,000.00 8,541.70
SUB —TOTAL 181858.00 135,373.53 | 334,170.00 | 285,976.80 | 356,281.00 274,735.95
GRANTS 3,086,038.00 | 2,115,835.12
GRAND TOTAL 3,442,319.00 2,390,571.07

B | EXPENDITURE
PERSONAL

1 | EMOLUMENTS 84,050.00 25,949.39 126,062.50 | 74,004.62 354,392.00 82,834.33
TRAVELLING

2 | & TRANSPORT 55,200.00 45,983.26 75,650.00 | 73,581.50 72,200.00 66,351.76
GENERAL

3 | EXPENDITURE 35,000.00 10,683.72 45,700.00 | 35,319.19 46,432.00 43,891.85
MAINT./REPAIRS

4 | IRENEWALS 6,100.00 | 3,220.65 11,100.00 | 6,284.20 7,800.00 6,785.00

5 | MISCELLANEOUS | 34,950.00 26,470.10 76,100.00 | 58,207.30 81,800.00 44,567.03

6 | CAPITAL (IGF) 211,050.00 | - 47,000.00 | 33,425.00 54,000.00 28,683.97
SUB — TOTAL 426,350.00 | 112,307.12 | 381,612.50 | 280,821.81 616,624.00 273,113.94
GRANTS 2,820,000.00 | 1,750,788.05
GRAND TOTAL 3,436,624.00 | 2,023,901.99




Source: Field data May, 2011

The budget of the AKDA Assembly as shown on the table indicates a three year budget that

is 2008,2009 and 2010. The budget is prepared based on the resources available to the

Assembly.During these years the budgeted figures for revenue items are always higher than

the actual revenue resulting in deficit whiles the actual figures for expenditures are lower

than the budgeted.

Table 2: A table showing development projects completed by AKDA and their locations .

NO. PROJECT TITLE LOCATION

1. | Nurses Quarters Brofoyedu

2. 1 no. 3-unit classroom block Odumakyi

3. 1 No. 6-unit classroom block Kodie
and Ancillary Facilities

4. | 1 No. 6-unit classroom block Abidgankrom
and Ancillary Facilities

5. | 1 No. 6-unit classroom block Bronkrong
and Ancillary Facilities

6. | ICT Centres Herman and Kodie

7. | 1 No. 3-unit classroom blk Buoho NVTI

8. Market Stores, stall & open Shed Kodie

9. | 1 No. 3-unit classroom blk Heman Buoho

10. | 1 No. 3-unit classroom blk Pentng

11. | 1 No. 3-unit classroom blk Duaponko

12. | 1 No. 3-unit classroom blk Adukro

13. | Spot improvement Wawase-Kobeda (3.5KM) Wawase

Road Project

Source: AKDA Planning unit , May 2011




The table above shows development projects completed as May,2011 and a lot more under
construction .

3.2 POPULATION AND SAMPLING TECHNIQUES

The population of the study consists of the entire management consisting of District Chief

Executive(DCE),District Coordinating Director(DCD),Heads of Department(HODs) and

staff of the Assembly and the various departments , it includes members of various sub-

committees, Assembly Members including the Presiding Member, Budget Committee

members, Commissioned revenue collectors, traders, tax payers and Regional Budget Staff

at RCC in Kumasi. The sample in the study was used to select fifty (50) respondents. The

study used non-scientific or judgment sampling to select the sample size and respondents.

Advantages in using the non-scientific or judgments sampling are the following;

1.

the researcher had an opportunity to use her own intuition, experience and judgment
in selecting the sample size and the respondents;

there was no need to use statistical or mathematical method which requires some
mathematical or statistical calculations ;

it allowed the researcher to consider social issues and circumstance in the random
selection of the sample size, the respondents and drawing conclusions;

the technique avoided delays in the determination of the sample size and who should
be a respondent;

it allowed the researcher to draw conclusions about the population which were quite

representative.
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Classification of Respondents and Sample size

For the purpose of this research, respondents were classified as follows:

Category No.
1 Political and Administrative Heads 3
2 Other HODs 5
3 Other Staff 10
4 Fin. & Adm. Sub-C’tee 5

5 Assembly Members including Presiding | 5

Member

6 Revenue Collectors 5

7 Accounts and Budget Staff of the Assembly 5

8 Tax / Rate payers 12

Total 50

3.3 DATA COLLECTION PROCEDURE

The research depended on primary and secondary sources for data collection. The primary
sources of data came from interviews, questionnaires, discussions and observations. The
primary data frequently provided the detailed data which were actual situations or responses

arising out of the field study. The secondary sources of data were from published and
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unpublished articles, from social science journals, thesis as well as related studies on
budgeting and accounting in MMDAs annual budget reports, monthly trial balances and

financial statements.

3.4 DATA COLLECTION INSTRUMENTS

The data collection instruments were mainly questionnaires, interviews, observation and
face-to-face discussions with key respondents. The questionnaires were in three parts, those
questionnaires administered to key staff, other departmental staff and revenue and tax payers.
In all seventy (70) questionnaires were sent to all respondents. Respondents were asked to
answer the questions or give their views and opinions to the researcher .Sixty-eight (68)
questionnaires were returned. Three (3) were rejected because respondents did not answer
them the way they were expected. Sixty- five (65) questionnaires were considered quite good
and accepted for the use in the study. The questionnaires were a administered for two weeks

before they were collected.

3.5 RESEARCH DESIGN

This study considers research design which provides framework for collection of data and
analysis of data an important element. The descriptive approach requires the use of
observations in the study. The purpose of employing this method is to describe the budgeting
system in MMDASs in general and AKDA in particular and to explore the causes of a budget
variances. The researcher opted to use this kind of research method considering the desire to
obtain first hand data from respondents so as to draw rationale and sound conclusions and

make recommendations for improvement in budgetary controls.
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3.6 DATA ANALYSIS

Data collected were edited, evaluated and measured against the research to ensure their
completeness, consistency, accuracy and relevance. Microsoft software was used in the
processing of primary and secondary data gathered through the administration of the data
collection instruments.This is to enable data gathered to be presented into tables, graphs and

charts for qualitative explanations and analysis on budgeting and budgetary controls.
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CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

4.1 INTRODUCTION

This chapter presents data which were gathered from the field through questionnaires
administered, interviews conducted, observations, discussions, telephone conversations and
face to face conversations with respondents in respect of budget preparation and budgetary
controls which ensure prudent cash flows .Records, documents and other forms of
information from the District Assembly and the Central government were also used to
complement the primary data. Based upon these tables, graphs and charts are used to give

true facts about budgeting and budgetary control processes in the Assembly.

4.1 ANALYSIS OF DATA

Seventy (70) questionnaires were sent to all respondents and respondents were asked to
answer the questions or give their views and opinions to the researcher . A more than fair
responce rate was obtained as 68 questionnaires were completed and returned .1t is worth
nothing that the 68 questionnaires received is a reflection of the fact that 97% percent of the

respondents returned the questionnaires. Three (3) questionnaires were rejected because
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respondents did not answer them the way they were expected. Sixty- five (65) questionnaire
were considered quite good and accepted to the research. Fifteen (15) respondents were
randomly selected for face-to-face interviews. During the interviews the researcher listened
attentively to what the respondents said, what they intended saying and what they had

difficulty in saying due to their social, psychological or political indications.

The researcher had discussion with District Chief Executive (DCE), District Coordinating
Director(DCD), District Finance Officer (DFO), two (2) Budget Officers, three(3) Revenue
Collectors, four(4) revenue and tax payers, members of the budget committee, chairman of
the Finance and Administration Sub-Committee of the Assembly on revenue collection,
payment and management to get the true picture about budgets, budgetary controls and
personal integrity.The researcher had occasions to ascertain the true budgeting procedures
and examine budget actuals and forecasts between 2008 and 2010 to determine if there are

possible variances.

4.2 ANALYSIS OF BIOGRAPHICAL INFORMATION OF RESPONDENTS

It was considered imperative that the biographical information of the respondents be
presented to determine how such information influence responses given by respondents.
These data form a comprehensive picture of the quantity and quality of responses . The
biographical information is presented in chart form in Figures A(1), and A(2) below. The

data are given according to departments and qualification.

The population of the study is composed of the management and staff of the Assembly
and its decentralised departments. Findings as depicted in figure 1(a) indicate that 50% of

the respondents are the management and staff of AKDA, 30% constitute other department

XVi



staff and 20% are the non-staff respondents. It is encouraging to note that 48% of the
respondents have Bachelor Degrees, which is an indication of the fact that greater number

of the respondents are not ignorant about budgeting processes and budgetary controls.

Fig A(1) shows distribution of the respondents.

H Respondents who are
Management and Staff of the
Assembly 50%

H Other Staff Respondents 30%

1 Non- Staff Respondents 20%

Source : Field data 20" May, 2011
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Fig A(2) shows qualification of the respondents.

Qualification

B Masters 5%

M First Degree 48%
= Diploma 30%
mother 17%

Source: Field data 20™ May, 2011

4.3 BUDGET PLANNING , PREPARATION AND IMPLEMENTATION

The research revealed that AKDA has a long range plan which covers a period of five (5)
years. However, the long range plan is reviewed by the Assembly annually to make some

changes where necessary.

It was realized from all the respondents that AKDA has a budget committee which monitor
the budget preparation, implementation and post implementation to ensure that actual
performance conforms to the budgeted plans and seven (7) members are on the budget
committee. The budget committee requires that all heads of departments prepare and submit
their proposals to the budget committee for discussion, review and approval. Departmental

managers attend budget committee meeting to defend their proposals.
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As to whether respondents know the budget processes, 70% answered in the affirmative
and said various departments prepare their budget proposals and submit them to the
budget committee for discussion, review and approval. Departmental managers then attend

budget committee meetings to defend their estimates and proposals.

Respondents say their Departments prepare various types of budgets. 70% of the respondents
were of the view that the cash budget for example is prepared to cater for cash inflows and
outflows for the budget year. Labour budget is prepared to cater for remuneration of
personnel whiles the capital budget is prepared to plan for projects to be undertaken during
the budget year. According to them the capital budget caters for construction of roads,
electrification, schools and hospitals. AKDA prepares Budgeted income statement to

summarise all the departmental cash budgets into a single budget called the master budget.

As to whether budgets are approved before implementation respondents who are heads of
departments responded that the General Assembly has the sole mandate to approve the final
budget during Assembly meetings. They said the budget committee after preparing the
budget present it to the General Assembly for discussion and approval, when satisfied with
the contents of the budget.They add that, if the General Assembly is not satisfied with it the
budget will be returned to the budget committee for review before sending it to the General
Assembly again. In their view this is normal with all budgets. They mention that heads of
departments approve their departmental budgets which will be collated into District

Assembly master budget.

With respect to when budgets are prepared, respondents said it is prepared in the first quarter

of the year. Respondents explained that this is preceded by a circulation of memorandum at
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the end of the financial year that is, December by the budget officer after consultation with
the District Coordinating Director ( DCD) requesting all functional heads to submit their
estimates and proposals, with these estimates yearly budgets are prepared and reviewed
monthly by the budget committee and the General Assembly during their monthly meetings.
After all the estimates and proposals have been considered and evaluated, the final budget is
sent to General Assembly for approval before the disbursement of funds by the finance
department, for the various budgeted activities. Actual performance is compared with

budgeted targets and measures taken to forestall future failures variations or deviations.

AKDA issues guidelines before budgets are actually formulated. This is a practice at AKDA
as the respondents confirmed all departmental activities which are captured in the master

budget ceiling is given to work towards that.

About 85% of respondents who are involved in budget preparation said they encounter
problems during budget preparation. They argue that the budget is only a plan developed in

advance prior to the budget period and listed these as the problems in budget preparation

1. They argue that it is difficult to meet requirements in the various departments in
terms of experienced personnel, incentives, appropriate inputs from the various
departments and computers. They said further that with all these constraints the staff
are committed in the discharge of their duties in budget preparation.

2. Poor database for planning and budgeting statistical data collection for planning and
budgeting according to 35% of the respondents who are in management is difficult
and existing data for planning and budgeting is about 25% inaccurate. This makes

budget formulation quite difficult.
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As to whether problems are encountered in budget preparation, 87% of the respondents
agreed, whiles 13% did not agree. According to the respondents who agree some of these
problems included operational difficulty, low morals and delays. The respondents who did
not agree said lack of indepth knowledge on the budget implementation hampered proper
implementation of budgets at the Assembly and various departments. The other reason is

that people with expertise were not involved in the implementation of budgets.

As to whether or not there are benefits in preparation and implementation of budgets,
respondents revealed that there are numerous benefits which include the fact that budgets

help to determine its financial priorities and assess its performance and make judgments.

To the question whether or not AKDA experiences budget deficit, 95% of respondents
responded in the affirmative. Reasons assigned by them for this include the fact that there is
poor database for planning and budgeting . Existing data from 2008 to 2010 in the Assembly

indicate that budgeted revenue for IGFs has been unachievable due to:

=

inaccurate and inadequate data for budgeting

2. lack of and inadequate education on financial liabilities of the people to the
Assembly.

3. low financial and non-financial motivation for revenue collectors

4. inadequate logistics’ for revenue collection especially where there is only one vehicle
for revenue education

5. lack of proper monitoring and supervision of revenue collectors

6. dishonesty in revenue collection and accounting.

44 SOURCES OF REVENUE
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Respondents who are members of Management Sub-Committees of the Assembly and
revenue officers said that the sources of revenue to the District Assembly are the IGF and
the Central Government Transfers, which is made up of the District Assembly Common

Fund, Grants-in-Aid and Ceded revenue.

Figure B: A line graph showing IGF for the period 2008-2010
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Table 3 : A table showing IGF for three years

YEAR AMOUNT

2008 135,373.53
2009 285,976.80
2010 274735.95

Source: Field data, May, 2011
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According to respondents the increase in the year 2009 IGFs was a result of the strategies
adopted by the District office to generate revenue which was said to be encouraging as
disclosed by the Accountant at the District. When respondents who are District Assembly
top Officials were asked on the strategies being adopted to rectify the reduction in the year
they mentioned that revenue register had been introduced to ensure effective monitoring of
collections to identify defaulters . Available data at the Assembly shows that f rom the
secondary data, basic rate and investment income always perform poorly whiles land

revenue and property rates perform well because of the nearness of the district to the city.

Figure C: A line graph showing increases in DACF inflows to the Assembly
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Table 4: A table showing year-end DACF allocations for three years

YEAR AMOUNT
DEC.2008 GH¢ 285,251.84
DEC.2009 GH¢ 617,619.18
DEC.2010 GH¢ 697,894.18

Source : Field data, 29" May, 2011

Records at the Assembly show that, the AKDA’s share of the Common Fund allocations
increased over the period 2008-2010. From a total of GH¢ 285251.84 in year 2008 to GH¢
617,619.72 in year 2009 and further to GH¢ 697,894.18 in the year 2010.

Respondents who are management members stated that increases in the Common Fund
allocation can be explained by changes in years and the government’s commitment to

fulfilling its part of the development agenda.

The District Planning Officer revealed that, the district Assembly benefits from grants and
donors such as Community Water and Sanitation Programme (CWSP), Social Investment
Fund (SIF), Ghana Education Trust Funds (GETFUND), School Feeding Programme (SFP),
District Development Fund(DDF)Community Based Rural Development Project (CBRDP).
These funds from the donors mentioned above do not come from the government but the
district solicits from these donors for projects in the districts and these form about 60% of the
internally generated funds as the District Accountant revealed. The purpose of this is to
remove bureaucracy and delays in implementing government programmes at the grassroots
level, encourage local initiatives, empower the local structures to meet their needs and

aspirations, and reduce over reliance on central government for development.
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45 BUDGETARY CONTROLS AND PERFORMANCE EVALUATION

As to whether budgetary controls exist in the Assembly, 90% of respondents responded in
the affirmative. According to them the guidelines given out to the various budgeted
activities responsibilities assigned, resources allocated is an evidence. They explain that after
the allocation of the funds to the various activities, the functional heads apply for the release
of the funds by writing a memo to the District Coordinating Director (DCD) who is the
spending officer. The DCD will then forwards all requests to the head of finance who will
also advise the DCD on how to go about it. The DCD and the head of finance will meet the
District Chief Executive (DCE ) to discuss the issue in accordance with financial laws of the
country such as the Internal Audit Act, the Financial Administration Act and the Public

Procurement Act.

To a question as to whether AKDA evaluates budget variance and performance reports, 92%
of respondents who are members of AKDA management said it is a common feature about
budget implementation. 8% of the respondents were aware that budget variance and
performance reports have been evaluated but were not aware of the outcome of evaluated
report. For respondents who said that budget variances are evaluated mentioned that it was
the responsibility of the budget committee and Finance and Administration (F&A)Sub-
Committee to evaluate the budget variance and performance reports. They stated that these
bodies are responsible for the formulation, implementation and post implementation of the

budget including the evaluation of the budget variance and performance reports.

As to whether or not budget variance and performance reports were of any use to the

Assembly, respondents mentioned the following:
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=

evaluate the efficiency of managers in running their departments

2. improve upon its next period budget

3. to identify a specific problem

4. to shape employees on times of deviations
To the question whether or not managerial sanctions for not meeting targets are imposed,
80% of the respondents revealed that queries are issued out to non-performing managers to
explain to the Budget committee and Finance and Administration sub-committee their
reason for non-performance. 20% of respondents however said they were not aware if

sanctions were imposed on revenue collectors who failed to meet budgeted revenue targets.

As to whether incentive packages exist for revenue collectors who meet revenue targets,
95% of respondents who are revenue collectors said incentives like bonus and new
assignments are given out to them if they are able to meet or exceed revenue collection

targets.

To the question as to how are budgetary controls applied at AKDA, respondents who are part
of the management, F&A Sub-Committee and budget committee said budgetary controls are

applied at AKDA through ;

1. preparing of a budget on a given format and according to budget guidelines
2. adherence to budget guidelines and procedures

assigning of responsibilities for proper estimation of revenue and expenditure
allocation of resources according to budget guidelines
checking if expenditure are on course

making continuous comparison of actual results with budget results

N g o~ w

checking if departmental and Assembly objectives are to be achieved.
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4.6 REVENUE AND EXPENDITURE

Table 5: A table showing revenue budgets and actuals for the years 2008,2009,and 2010

Year 2008 2009 2010

Budgeted | 181,858.00 | 334,170.00 356,281.00

Actuals 135,373.53 | 285,976.80 274,735.95

Source: Field data, 20" May, 2011

Figure D ;A line graph showing budgeted and actuals of Revenue for the period 2008 to

2010.
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Documents and records at the Assembly show that, budgeted revenues are higher than actual
revenues resulting in revenue deficit and the district was not able to achieve revenue target
for 2008 to 2010. This evidence is shown in the line graph above. According to 90% of the

respondents the reason are that:
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V.

revenue was over-estimated without taking into account people ability to pay;
revenue collectors enriched themselves by restoring to fraudulent means

as a result of poor performance of the Assembly and its inability to fulfill
promises to constituents, payment defaults were high during those years;
supervision of revenue collection declined because of Management low
motivation;

income declined as a result of poor prices of farm products

Respondents who are revenue collectors said revenue targets have not been achieved

because, as collectors;

a)
b)

d)

their efforts are not recognized and rewarded

they received psychological torture in the form of abuses and insults as well as
physical assaults.

they are not offered protection against physical assaults and insults

they are not given identity (ID) cards or even when they have the ID cards,

these are not renewed to empower them to collect revenue.

However ,90% of the respondents were of the view that AKDA has competent personnel as

well as competent planning team to deal with budget and budgetary control issues .

According to them it will be extremely difficult for such personnel to deviate from the

objective s of the Assembly. However, 10% of the respondents said that some people who

can help in the planning and budgeting processes are not invited to share their ideas.

Table 6: showing budget and actual for expenditure for the years 2008,2009, 2010
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Year 2008 2009 2010

Budgeted | 426,350.00 | 381,612.50 | 616,624.00

Actuals | 112,307.12 | 280,821.81 273,113.94

Source: Field data, 20™ May, 2011

Figure E: A bar graph showing budget and actuals for expenditure for the years 2008,

2009,2010
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Secondary data at the Assembly show that the budget for expenditure of IGF is always
higher than the actual expenditure. The percentage of actual against budgeted expenditure
was 26.34%,73.59% and 44.3% for years 2008,2009,2010 respectively. This reveals that the

budgeted expenditure for years 2008 and 2010 were less than 50% of their actual meaning
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expenditures are over estimated resulting in surplus or excess revenue. 90% of the

respondents related to budgets revealed that these are due to the following :

I.  poor data base for planning and budgeting

Il.  poor forecasting abilities
Secondary data at the Assembly (Appendix 4) shows that the budget for expenditure was
more than the budgeted revenue by 57.35%. However the actual expenditure was lower than
the budgeted figure which means less was spent in 2008 and excess revenue of 20.54% was

experienced.

In 2009, less was budgeted for revenue and more for expenditure and the revenue was
87.57% of the expenditure, but with the actuals, more revenue was generated whereas there
was 1.80% excess revenue over expenditure. In 2010, budgeted revenue was less than
budgeted expenditure and the percentage of revenue over expenditure was57.78%. Again

there was an excess revenue over expenditure at a rate of 0.59%.

From (Appendix 4), actual revenue in 2009 and 2010 were less than actual expenditure. In all

these variances 85% of the respondents related the causes to:

I.  the desire to cut down certain recurrent expenditure such as entertainment ,feeding
of Assembly staff ,entertainment of official guest etc.;
Il.  strict adherence to expenditure rules and procedures;

I, regular monitoring and evaluation of revenue and expenditure during the period.

CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSIONS AND RECOMMENDATIONS
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5.0

INTRODUCTION:

This chapter presents the summary of the research findings, conclusions and the requisite

recommendations.

5.1 SUMMARY OF FINDINGS

The research has revealed how MMDAs formulate, implement and control their budgets and

the problems they face in the formulation, implementation and control of their budgets. It

was found out that;

1.

respondents selected for this study have knowledge about budgets, budgeting
process and implementation

the Assembly practices the feedback budgetary controls as it measures the difference
between planned and actual results to modify subsequent actions to achieve required
results;

the Assembly prepares annual budgets at the first quarter of every year and the
General Assembly approves the final budgets before implementation;

budgets are very useful as they help the Assembly to determine its financial
priorities and assess its performance;

poor database for planning and budgeting , lack of computers, lack of incentives and
lack of experienced personnel in the various departments are some of the problems
the Assembly encounters in budget preparation and control, operational difficulty,
low moral and delays are other problems the Assembly encounters in the budget

implementation ;
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6. expenditure guidelines are distributed to the spending officers and other heads of
department to show the Assembly’s concern for expenditure controls;
7. measures put in place by the Assembly to address revenue shortfalls in the budget
are the following;
I.  incentive packages are given out to revenue collectors who meet or exceed revenue
collection targets;
ii.  vehicles and logistics are made available for revenue mobililzation;
iii.  revenue registers have been introduced to ensure effective monitoring of revenue

collection as well as to identify defaulters .

5.2 CONCLUSIONS
The following conclusions have been reached based on responses from respondents as
well as records and confirmation made available to the research:

1. budgeting and budgetary controls are management tools of MMDAs for enhancing
financial management specially AKDA, this assertion is made because the Assembly
prepares budgets, check if expenditures are on course, assigns responsibilities and
compares actual results with budgeted results;

2. the Assembly prepares annual ,medium -term and long term plans through rigorous
processes and procedures which indicate that it attaches importance to planning and
budgeting;

3. AKDA experiences budget deficits because most of its budgeted revenues are less
than budgeted expenditure, in some cases this is attributable to poor budgetary

controls;
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AKDA has a budget committee with seven members which monitors the preparation,
implementation and post implementation of annual budgets;
AKDA issues budget guidelines prior to budget preparation and follows the financial
laws such as the Public Procurement Act 663 (2003), Internal Audit Act 654 (2003)
and the Financial Administration Act 658 (2003) as well as Financial Memorandum
for local authorities in preparation and implementation of its annual budgets;
there is active participation of all the departments in the budget preparation as
every department submits their ~ inputs into the annual budget proposals.
Departmental heads are invited to budget committee meetings to defend their
proposals and this encourages active participation in the budget preparation and
implementation at AKDA leading to improve financial performance;
budgeting is one of the fundamental decision making process at AKDA as it serves
numerous purposes, as it aids planning, co-ordination , communication, control and
performance evaluation. During budget formulation targets are set for each
department of the Assembly and the resources required to achieve these targets are
estimated.
budgetary controls enhance financial management in MMDA’s especially AKDA as
they;

I.  eliminate or reduce corruption

ii.  enhance effective revenue mobilization

iii.  share responsibilities

Iv.  ensure judicial use of resources
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The Assembly attaches much importance to budget and budgetary control as a vital

management tool to enhance their financial management.

5.3 RECOMMENDATIONS
Based on the findings and conclusions in the research, the following recommendations are

made for consideration by AKDA, other MMDAs and the central government.

(@) the Assembly should intensify financial capacity building for revenue collectors,
budget officers, Finance and Administration sub-committee members, the Presiding
Member and the Management. There is the need for continuous training on budgeting
to ensure that officers keep abreast of the new developments in the field of public
finance budgeting. It is imperative that there must be capacity building in budget
controls at all levels if effectiveness is to be attained. Capacity building should be
continuous process and among other things should include how to evaluate budget
performance and deal with budget deficits. Training in financial management would
ensure that budget control is not regarded as only a management function but as an

act of financial discipline.

(b) the Assembly should as a matter of urgency compile an up-to-date register of all
ratable items as well as a revaluation of all properties under its jurisdiction.
Availability of those registers will eliminate the rampant evasion of payment of

property rates. To maintain reliable data on revenue sources and rate payers, the
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(€)

District Assembly should have more computers and update its software to effectively

help in data processing.

there must be prompt prosecution of revenue collectors who embezzle funds collected

from taxes, rates, licenses, etc; rate defaulters should also be prosecuted.

(b)

(©

(d)

the fee fixing resolutions of the Assembly should be published and gazetted to have
the force of law; a lawyer should be engaged by the Assembly to facilitate

prosecution of rate defaulters in court.

the Assembly should explore new revenue sources and should properly manage the
traditional sources so as to increase their revenue base in an effort to increase its
revenue, auxiliary services like toilet facilities, first aid centers and transit quarters
should be provided at the markets and the lorry parks for use by travelers and other
people; such auxiliary services could be leased out to the private sector to operate for

a share of the proceeds.

adequate information should be gathered and critically examined using all possible
parameters before arriving at budget decision, this will require rigorous appraisal
technique and skills and in order to achieve this , the Assembly should use the

services of consultants to assist them plan and prepare good budget.

Ghana government should collaborate with other Non-governmental organizations to
sponsor and award scholarships to students to carry out more research and indepth
studies into budget and budgetary control practices and other relevant financial issues

that will benefit the Assembly.
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Appendix 1

FINANCIAL STATEMENT OF AKDA FOR THE PERIOD 2008,2009 AND 2010

PARTICULARS 2008 2008 2009 2009 2010 2010
A | REVENUE BUDGETED | ACTUALS | BUDGETED | ACTUALS | BUDGETED ACTUALS
1 | RATES 34,000.00 23,902.70 | 104,300.00 | 90,289.11 | 115,000.00 70,089.81
2 | LANDS 12,000.00 39,000.00 39,000.00 | 37,000.00 | 45,000.00 7,249.00
3 | FEES & FINES 56,726.00 | 122,595.00 | 97,762.87 | 124,725.00 132,248.60
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http://www.questia.com/PM.qst?a=o&d=5000453016

112,000.00
4 | LINCENCES 21,638.00 15,007.80 | 66,535.00 58,958.80 | 69,296.00 55,811.90
5 | RENT 0.00 115.10 240.000 325.00 360.00 499.00
6 | INVESTMENT 500.00 221.93 500.00 724.09 900.00 295.94
7 | MISCELLANEOUS 1,720.00 | 400.00 1,000.00 916.93 1,000.00 8,541.70
SUB — TOTAL 181858.00 | 135,373.53 | 334,170.00 | 285,976.80 | 356,281.00 274,735.95
GRANTS 3,086,038.00 | 2,115,835.12
GRAND TOTAL 3,442,319.00 | 2,390,571.07
B | EXPENDITURE
PERSONAL
1 | EMOLUMENTS 84,050.00 25,949.39 | 126,062.50 | 74,004.62 354,392.00 | 82,834.33
TRAVELLING
2 | & TRANSPORT 55,200.00 45,983.26 75,650.00 | 73,581.50 72,200.00 | 66,351.76
GENERAL
3 | EXPENDITURE 35,000.00 10,683.72 | 45,700.00 | 35,319.19 46,432.00 | 43,891.85
MAINT./REPAIRS
4 | IRENEWALS 6,100.00 | 3,220.65 11,100.00 | 6,284.20 7,800.00 | 6,785.00
5 | MISCELLANEOUS | 34,950.00 26,470.10 76,100.00 | 58,207.30 81,800.00 | 44,567.03
6 | CAPITAL (IGF) 211,050.00 | - 47,000.00 | 33,425.00 54,000.00 | 28,683.97
SUB — TOTAL 426,350.00 | 112,307.12 | 381,612.50 | 280,821.81 | 616,624.00 | 273,113.94
GRANTS 2,820,000.00 | 1,750,788.05
GRAND TOTAL 3,436,624.00 | 2,023,901.99
(District Finance Office, AKDA May 2011)
AFIGYA-KWABRE DISTRICT MAP Appendix 2
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ACCRONYMS AND ABBREVIATIONS

DCD

DFO

DBO

District Co-ordinating Director
District Finance Officer

District Budget Officer

DACEF District Assembly Common Fund

MMDAs Metropolitan/Municipal/District Assemblies

IGF

RCC

F&A

FAA

FAR

IAA

PPA

Internally Generated Fund

Regional Co-ordinating Council

Finance and Administration

Finance and Administration Act
Finance and Administration Regulations
Internal Audit Act

Public Procurement Act
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Questionnaire to Key Staff

I am a post-graduate student of KNUST (Institute of distance learning) pursuing Masters in Business

Administration programme.

QUESTIONNAIRE

As part of my academic work | am conducting a survey on BUDGET AND BUDGETARY

CONTROL AS A MANAGEMENT TOOL FOR ENHANCING FINANCIAL MANAGEMENT IN
LOCAL AUTHORITIES , AFIGYA KWABRE DISTRICT ASSEMBLY AS A CASE STUDY.
Please spare me few minutes of your time and respond to the questionnaires below as honestly as you
can. Information provided by you is for academic purposes only and will be treated as private and

confidential. Please respond by ticking the one you deem appropriate and express your opinion as

and when required.

General Information

1.

2.

. lyear

Age: 18-23

Sex: male

Position/Status

. Educational Background

24-29

30-35 36-41 42 and above

female

Which department are You? ...........coiiiiiiiiie e e e

How many years have you worked with the Assembly?

Marital status: (a) Married

B. 2 years

C. 3 years

(b) Single (c) Divorced (d) Other (specified)

a. Yes

b.

No

. Does AKDA have a long range plan?

If “yes’ what is the length of time period the long range plan covers?

A. 1-3 years

B 4-5

Over 5 years
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10. Isthere a budget committee in the Assembly? A. Yes () B No ()

11. If “yes’ then how many people are on the budget comntreree-

12.  What are the various types of budgets prepared by AKDA

Please tick

A) Cash Budget

B) Labour Budget

C) Capital Budget

D) Budgeted Income Statement

E) Others specify

14. Do the various departments prepare their own budgets?

A. Yes B. No

15. What are the types of budgets prepared by the various department?

a) Fixed b) Flexible . Zero-based d. Cash

e) Others, SPeCify.........coviiiiiiiiiii i,

16. What is the length of time allowed for the departments to complete their budgets?

a) 3-12 months b) others, specify

17. Who approves the final budget?

a. District Chief Executive

b. District Co-ordinating director

c. District Budget Officer

d. District Planning Officer

e. District Finance Officer

f. Anyother, Specify ...

18. Do you encounter any problem during budget preparation?

Yes No
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19. If yes what are some of the
01 0] ] 1=] 0 LSS

20. Do you encounter any problem during implementation of your budget?

Yes No

21. If yes, what are the problems?
a. operational difficulty
b. lowering morale
c. delays
d. other, specify

22. What is the role of the District Assembly in the implementation of the district budget?

24. Do you think the districts have qualified personnel who handle financial management issues?

Yes No

25. Are the staff at the district committed in the discharge of their duties?

Yes No

b. Give reason

26. Do you have adequate technical resource in the discharging of your duty?
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Yes No

27. If yes how would you describe the resources

Office

Computers
Financial software
Stationery

28.

Adequate In adequate Sufficient

In your opinion what could be done to achieve effective budget and budgetary controls in the

district?

29.

30.

31.

32.

33.

Do you think the central government funds to your district are adequate?

Yes No

Does this district get donor funding or support.  Yes No

IT YES What @re they?.... .ot

How often does this SUPPOIt COME?........c.oieiiiiicicie et



34. How does your district generate its income apart from the central government and donor
support?

1) ettt el

35. Kindly mention these source of funds?

36. Are these funds adequate for the developmental needs of the district?

Yes No.
D. GIVE reason fOr YOUE ANSWET ... ... e et itee et et et e ee e e ee et e e e et ee e nee et aeaeneens
37. Does your district meet its budget targets? Yes No.

38. If “YES’, what strategies do you employ?

39. Does your district have the personnel to collect internal generated funds?

Yes No

40. What materials do you provide to the revenue officers/collectors to perform their duties ?

41. Are these materials adequate?

Yes No

42. Does AKDA evaluate budget variance and performance reports?



Yes No

43. If yes, state who evaluates budgetvarrance and performance reports.

a. Departmental Heads b. Budget committee c. Top management

d. Planning Committee €. Other SPeCify.......ocviiii i

44. Does AKDA have any incentive package for meeting revenue targets?

Yes No

45. If yes, what are the incentive packages?
a. bonuses
b. promotion
c. salary increment
d. new assignment

e. other,specify............cooiiiiiiiiinns

46. What are some of the managerial sanctions for not meeting targets?

a. Transfer
b. Query
c. Demotion

d. New assignment

47. Does budgetary controls exist in your departments

Yes No

48. what form does the controls take?

written oral

49. Are the Budget controls known to the staff?

Yes No

50. How are the budgetary controls applied?
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QUESTIONNAIRE TO DEPARTMENTAL STAFF

I am a post-graduate student of KNUST (Institute of distance learning) pursuing Masters in Business
Administration programme.

As part of my academic work | am conducting a survey on BUDGET AND BUDGETARY
CONTROL AS A MANAGEMENT TOOL FOR ENHANCING FINANCIAL MANAGEMENT IN
LOCAL AUTHORITIES , AFIGYA KWABRE DISTRICT ASSEMBLY AS A CASE STUDY.
Please spare me few minutes of your time and respond to the questionnaires below as honestly as you
can? Information provided is for academic purposes and will be treated as private and confidential.
Please respond by ticking the one you deem appropriate and express your opinion as and when
required.

General Information

1. Age: 18-23 24-29 30-35 36-41 42 and above

2. Sex: male female

3. Position Held.................A .. MO | TN St N\
4. Educational Background..........cccoeiviiiiiiiii e,
5. Which department are You? ...........ocoiiiie i,

6. How many years have you worked with the assembly?

A. 1year B. 2 years C. 3 years and above

7. Marital status: Married Single Divorced other (specified)

9. Is there a budget committee in your department?

Yes No

10. If yes, how many members are the budget committee?

11. What type of budget do you prepare?

a. cash b. flexible c. other specify ..........ociiiiil,




12.

a.

13.

14

15.

16.

17.

18.

19.

What is the period allowed to prepare your budget

3-12 months other specify.......ccocooiiiii i

Who approves the final budget?

a. District Chief Executive

b. Head of Department

c. District co-ordinating director

d. District budget officer

other, Specify ...,

Do you encounter any problem during budget preparation?

Yes No.

If yes what are some of the problems.

1) NTTTTTTTTTITTI iy - = M TR

Do you encounter any problem during implementation of your budgets?

Yes No

If yes, What are the problems?

1) ettt ettt ettt ettt ettt

How do you overcome budget and budgetary control problems in your department?

liv



1) ettt ettt ettt ettt

20. Do you think your department has qualified personnel who handle financial management issues?

Yes

No

21. Are the staff in your department committed in the discharge of their duties

Yes No

22. Do you have adequate technical resources in the discharging of your duty? Yes No

23 If yes then describe the resources below in your office

Sufficient Adequate

Office

Computer

Financial software

Stationery

Please tick where appropriate.

Inadequate

23. Inyour opinion what could be done to achieve effective budget and budgetary control in your

department?

27. Does the department get donor funding or support. Yes No

28 If yes what are they?
28. How often does this report come ? once a year

29. Do you account for the funds

Yes No

twice a year




32. Does your departments meet its budgeted target ?  Yes No

If yes, what acCoUNted TOr It ... e e e e e e e e

If NO, what are Some Of the CONSIIAINIS? ... ..v ettt e e e e e e

33. Does your department evaluate budget variance and performance reports?

Yes No

34. If yes, who evaluate budget variance and performance reports.

a. Departmental Heads b. Budget committee ¢. Top management

d. Planning Committee e. other specify

35. What is the period allowed for performance reporting related to budgets?

Monthly quarterly biannually, Annually
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QUESTIONNAIRES TO TAX AND RATE PAYERS

I am a post-graduate student of KNUST (Institute of distance learning) pursuing Masters in Business
Administration programme.

As part of my academic work | am conducting a survey on BUDGET AND BUDGETARY
CONTROL AS A MANAGEMENT TOOL FOR ENHANCING FINANCIAL MANAGEMENT IN
LOCAL AUTHORITIES , AFIGYA KWABRE DISTRICT ASSEMBLY AS A CASE STUDY.
Please spare me few minutes of your time and respond to the questionnaires below as honestly as you
can? Information provided is for academic purposes and will be treated as private and confidential.

Please respond by ticking the one you deem appropriate and express your opinion as and when

required.

1. Sex: Male Female { }

2. Ages 18-23 24-29 + 30-35 42 and above

3. Educational Background: (Please tick the highest academic level)
. MSLC
Il.  BECE
I, GCE ‘O’ Level
IV. GCE ‘A’ Level
V.  University Degree
VI.  Other (specify)
4. Do you have a shop, building or any property on which you pay rates?
Yes No

5. If yes what rates do you pay to the Assembly?
l.
I
.
\V2
6. Do you pay fixed rate? Yes No If No then please

7. How much do you pay to Assembly for the rates?...........cccooviiinininnccens
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How often do you pay?

Every month Half a year Yearly other, spercify.............c..oceeee.
Which rates do you consider very high?

a)

b)

c)

. Please give reasons to your answer in question 9

. Have you defaulted in payment of any of the rates listed above?

Yes No
. If yes, what are your reasons for the default?

time?

. Do you belong to an association? Yes No

. Do you pay your rate through the Association? Yes No

. Are you or your association consulted by the Assembly in the preparation of its fee fixing
resolution?

2 ) PP

. How often do revenue collectors of the Assembly approach you for revenue collection?
I. Daily ii. Weekly iii. Monthly
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iv. Quarterly v. Other

] 0T 1 1Y) e

19. Have you identified any malpractices of revenue collectors? Yes ( ) No ( ). If yes please
list some of the malpractices.
) P
)
o) I PPN

20. What do you suggest the Assembly should do to improve revenue collection in the district?
2 ) PP
) P
0 PP

21. How would you describe the Assembly’s rate being charges currently?

22.
Realistic Moderate High Unrealistic I don’t know

23. Are you motivated to pay your rates? Yes No

24. What motivates you to pay your rates?

25.

26.

27.

28.

29.

Do you subscribe to the use of revenue task force in revenue collection?
Yes No

If NO give reasons ?

How do you assess the Assembly’s performance in the provision of social infrastructure and
other services?

a) Very high

b) High

c) Average

d) Below average

e) Unsatisfactory

What do you think are the causes of low revenue generation in district Assemblies?

Which of these causes do you consider as the major?
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a)
b)
c)

30. What do you suggest the Assembly should do to improve revenue collection in the district?
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