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This study examines IGF mobilization effectiveness in financing developmental projects in the
Sunyani municipal assembly from 2017-2021. The study employs a descriptive research design
by using both quantitative and qualitative research design. By applying purposive sampling
technique, the study samples nine (9) respondents from the assembly comprised finance unit,
audit unit, some key employees and as well as one director.The study The empirical results
indicate that DACF and grants and donors from partners are significant source of revenue
mobilisation. In addition, a number of uncompleted projects are as aresult of insufficient
revenue mobilisation. Based on the findings. The study recommends that SMA should conceive
new approaches in revenue mobilization. This may be done by investing in successful joint
ventures including shuttle transportation, mortuary services, and funeral services. Secondly, a

strategic plan has to be in place to enhance revenue collection.
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CHAPTER ONE

GENERAL INTRODUCTION
1.0 Background to the Study
Chapter 20 of Ghana's 1992 constitution, Articles 240-256, dealt with decentralization and
local administration in the genuine spirit of democracy. In other words, a government that puts
the people first in its rule. In the constitution, the Metropolitan, Municipal, and District
Assemblies were designated as a "laboratory of democracy" and the "principal agent" for
furthering the causes of equality of opportunity, income redistribution, and poverty alleviation,
among other things. Thus, it served as the means of decentralization. Typically, local
government offers citizens in the area administrative, financial, and other public services and
benefits.
District assemblies are not equipped to fend off any attempts by the central government to
intrude on their authority, despite the fact that decentralization is widely considered as a
fundamental component of national democracy and development (NALAG 2018).
Decentralization has generally been undertaken in the majority of developing nations as part of
initiatives to encourage residents' political, social, and economic engagement in the overall
development of their areas. Ghana and many other developing countries, including the World
Bank and the International Monetary Fund, have benefited greatly from the decentralization
process (Romeo 2019; Olowu 2020). This is especially true in the area of prudent and effective
financial management.
At the sub-national level, decentralization has been undertaken with the goal of bringing the
decision-making process for government and development closer to the average people
(Akudugu 2019). Decentralization is anticipated to lead to improved service delivery (Muriisa
2018). Decentralizing the country is also thought to contribute to the creation and execution of

pro-poor policies and programs that will result in effective and efficient management of both
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financial and human resources (Crook 2019; Asante & Ayee 2018). Despite these hopes, the
decentralization movement hasn't quite met expectations, particularly in the use available
funds.

This has primarily been attributed to two factors: first, central governments' inability to
encourage fiscal decentralization; and, second, a lack of financial resources and utilizations
that would guarantee the transfer of equitable financial resources to the development and
growth of the local government, which included MMDAs (Steiner 2018; Chinsinga 2020).
Without adequately defined, effective, and efficient financial management, or fiscal discipline,
it is obvious that political and institutional decentralization would have little influence on
societies or the country as a whole. Insufficient financial resources and poorly defined tasks
can stymie local government growth and reduce the incentives for elected politicians and local
officials to carry out their duties efficiently (Smoke 2017).

The issue is further exacerbated by the fact that many local government entities find it difficult
to effectively and efficiently mobilize their own sources of money to fund local development
programs. Undoubtedly, the amount of financial resources at their disposal has a significant
impact in how well local governments can carry out their developmental duties or provide
services to the community. However, for Ghana's District Assemblies, managing and
mobilizing income continues to be a significant difficulty. MMDASs are needed to create enough
internal financial resources to enable them to carry out development initiatives in Ghana.
Internal revenue is utilized to finance the District Assemblies Common Fund (DACF), which
is mandated by law and is responsible for financing public services and infrastructure
improvement. The maintenance of law and order, as well as the provision of other services, are
under the purview of MMDAs; as such, domestic revenue mobilization is of utmost
importance. Both the federal government and local governments have had fiscal deficits for

many years.



In order for local governments to effectively use their authority and expertise to carry out
development operations, district assembly finance resources are crucial. Financial provisions
for Ghana's local government system are found in Articles 245 and 252 of the 1992 Constitution
of the Republic of Ghana, Parts IV and VIII of the Provisional National Defence Council
(PNDC) Law 207, Section 27 of the Local Government Law of 1988, and Parts IV and VIII of
the Local Government Law of 1988 (Appiah-Agyekum, Boachie Danquah, & Sakyi 2013).
IGF, grants from the DDF, and transfers from the central government (grants-in-aid and ceded
revenue) are the three main categories of revenue for MMDAs. The structure of local
government in Ghana has been enhanced even further with the creation of the DACF, which
distributes 7.5% of the national budget to districts. The Local Government Act of 1993 (No.
462) gives MMDASs the ability to generate money locally for the purpose of carrying out
autonomous development projects without requiring backing from the central government or
any external sources of finance, which helps to improve the MMDAS' financial foundation.
Research has revealed that MMDASs have not been successful in doing this over time.
Empirical study indicates that 60 percent of MMDAs' funds get their allocation from the state
government and its partners. Saasi (2019) found that between 1994 and 2004, IGF accounted
for an average of barely 31.8% of MMDA revenue, in contrast to other sources of funds.

In addition, according to Ministry of Local Government, Rural Development, and Environment
in 2006, IGR for MMDAs represented 18% of revenues while state government grants were
82% (Appiah-Agyekum, Boachie Danquah, & Sakyi 2013).

This suggests that internal and external sources of revenue are separated by a significant
margin. The Northern Region appears to be experiencing particularly severe cases of MMDAS'
failure to produce significant internal funds for development initiatives. Due to insufficient IGF
creation by MMDAs, budget deficits have been a continuous feature of the Region's statistics

over the previous five years.



The average IGF revenue performance for the Bono Region was 74% of budgetd performance
in 2008, 62% in 2009, 83% in 2010, and maintained that level in 2011. Nevertheless, during
the fiscal years 2012 and 2013, the mean IGR in the Region fell to 76.15% and 67.01% of the
planned revenue (Bono Region Co-ordinating Council 2008/13). Thus, the question of whether
the raised funds are sufficient to fund development initiatives still exists. Therefore, to fund
their development initiatives, the majority of MMDAs in the Region significantly rely on
transfers from the central government (particularly the DACF) and other outside sources. The
execution of their MTDPs is frequently delayed by this dependency. Development initiatives
are frequently delayed or abandoned because funding frequently falls short of planned
requirements. Therefore, it is essential for MMDASs to raise money from local sources so they
may carry out development programs independently of the government at the federal level and
other aid organizations. Assembblies and government have routinely squander more money
than they are able to bring in. The district assemblies were entirely funded by the central
government. Due to budgetary restrictions, the local government has tried to identify other
revenue streams through managing the assembly's financial resources effectively and
efficiently.

1.2 Problem Statement

Financial management goes beyond just the maintenance of an accurate set of books and
balancing the accounts of the business. Gitman (2018) states that financial management is an
area of business management, which deals with the prudent application of capital resources and
the careful selection of capital, which drives spending units to move in a direction that achieves
business goals (Al Breiki & Nobanee 2018; Dave 2012). Responsibilities in terms of financial
management affect all parts of the business. A company or organization that sells well but has

poor financial management in a way can fail (Mihajlovi¢, Tadin, & Gordi¢, 2020;



Tereshkina 2014). There has been little attention in the section on MMDAs financial
management aside from the fact that a high section of district assemblies’ financial constraints
is because of poor financial management practices. Each organization's ability to successfully
raise and manage revenues is based on how well those resources are created and managed.

In contrast to profit-making businesses, which seek to maximize profits and increase the value
of the owner's equity, public sector organizations, like MMDAs, have as their goal to provide
services to the local population in the community without seeking financial gain. The creation
and administration of finances is a problem that some district assemblies are grappling with.
According to Articles 245 and 252 of the 1992 Constitution and the Local Government Act of
1993 (Act 462), the district assemblies' primary duties include overseeing the overall
development of their respective jurisdictions, ensuring the preparation and submission of
development plans and budgets for approval by the relevant authorities, and pursuing good
financial management and governance practices. It is obvious that the local government system
cannot adequately carry out its obligation without sufficient funding. Aryeetey (2018)
emphasizes that despite legislative grant provisions and other financial support from the central
government, the MMDASs are unable to produce enough income locally to fund development.
To sustain local developmental programs, they mainly rely on the DACF, which was transferred
by the central government. Particularly for central governments, the low level of income
mobilization coupled with improper use of money by local authorities has been a cause of
worry. At the Sunyani municipal assembly, however, central government money, domestically
produced funds, and cash from donor organizations have been the main sources of income.
Since the idea behind decentralization was for assemblies to produce their own money to
support their own initiatives, it was anticipated that the Internally Generated Fund (IGF) would
account for the largest portion of the district assembly's income. In order to meet the increased

levels of their developmental demands, the assembly must now identify ways and means of
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enhancing its revenue creation due to the tightness in the central government budget and the
insufficient funding from donor organizations.
However, very little research has been done addressing how district assemblies might optimize
revenue mobilization (for example; Adu-Gyamfi 2014; Darison 2011; Aninanya 2010) and if
the identified sources of revenue mobilization are substantial sources to depend on in raising
income, according to the review of pertinent literature. There is a knowledge gap as a result,
and this thesis aims to address it. The research aims to evaluate the ability of district assemblies
in Ghana with regard to how they utilized and managed their financial resources to promote
local government improvements and advance the decentralization process in Ghana by using
the Sunyani District Assembly as a case study.
1.3 General Objective
The central focus of this research is to examine the mobilization of internally generated funds
in financing developmental projects in the Sunyani municipal assembly
1.4 Specific Objectives
The study specifically sought to;

1. examine the sources of funds and financing activities of Sunyani municipality.

2. analyse critically the proportion of revenue raised from the revenue sources.

3. identify IGF mobilization challenges faced by Sunyani municipality and strategies for

revenue generation.

1.5 Research Question

1. What are the sources of funds and financing activities of Sunyani municipality?

2. Are the sources of revnue mobilisation signifanct rvenue source for the Assmbly?

3. What are IGF mobilization challenges faced by Sunyani municipality and strategies

for revenue generation?



1.6 Significance of the Study

Assessing the mobilization of Internally Generated Funds (IGF) in financing developmental
projects in the Sunyani Municipal Assembly holds paramount significance for various
stakeholders. For local administrators and policymakers within the Sunyani Municipal
Assembly, this evaluation serves as a crucial tool for enhancing financial sustainability and
governance. The results will empower local authorities to identify and address challenges in
revenue generation, promoting transparent financial practices and accountability to the
community.

From an academic perspective, researchers can leverage this assessment to contribute to the
existing body of knowledge on local governance, revenue mobilization, and sustainable
development. The findings of such studies provide insights into the unique dynamics of revenue
generation and expenditure in municipal assemblies, offering valuable information for
academics studying public administration, finance, and local governance.

Moreover, academics and researchers can collaborate with the Sunyani Municipal Assembly to
conduct in-depth analyses, share best practices, and propose innovative strategies for
improving IGF mobilization.

For residents and community members, an assessment of IGF mobilization is a means of
fostering transparency and participation in local governance. Understanding how internally
generated funds contribute to developmental projects directly involves the community in
decision-making processes, allowing them to actively engage with local authorities, voice
concerns, and contribute to the shaping of their municipality's development trajectory.

In summary, the assessment of IGF mobilization in the Sunyani Municipal Assembly not only
serves the immediate interests of local administrators but also provides a platform for academic

collaboration, research, and community engagement.



1.7 Scope of the Study

The purpose of this thesis is predominantly on MMDAs in Ghana. Specifically, it covers
MMDAss in the Bono Region. That is, the Sunyani municipal assembly. Generally, the research
seeks to assess the financial sustainability of local government (MMDAs) with reference to
sources of finance available for developmental projects, utilization and its outcomes. This
resorts to making a series of recommendations regarding alternate sources of funding, and other
investment potentials that may enhance and unease their frequent budget constraints. The
analysis only employs a descriptive research design without placing emphasis on relationships
among variables or the effect of one variable on another.

1.8 Limitations of the Study

Generally, the paper covers only MMDAs in the Bono Region of Ghana. This means that the
geographical coverage makes it impossible to generalize the study beyond the borders of
Ghana. Therefore, the findings from this study are limited to Ghana.

1.9 Organisation of the Study

The research is organised into five main chapters. The first section covers the background
introduction to the study, problem statement, general research objective, specific objectives,
research questions, significance of the study, the study scope, and as well as the organisation
of the study. Chapter Two presents the conceptual literature, theoretical literature, empoirical
literature and conceptual framework of the sudy. Third Chapter discusses the methodology that
the study employs. Chapter Four detailes the presentation of data analysis and discussions on
the various research findings relating to the literature used in the stucy. Lastly, Chapter Five
gives a brief summary of the key findings, conclusions and recommendations for both

practitioners and academicians.



CHAPTER TWO

LITERATURE REVIEW
2.1 Introduction
This section provides a conceptual review, a theoretical review, and an empirical assessment of
the research. The conceptual covers definitions and concepts whilst the theoretical review deals
with the various theories underpinning the study. Specifically, areas such as decentralization,
public sector financial management, financial sustainability of district assemblies, revenue
collection instruments and sources, as well as challenges in revenue mobilization of MMDAs
in Ghana.
2.2 Conceptual Review
2.2.1 Concept of Decentralization
The decentralization systems of governance have been globally acknowledged and particularly
practised by most developing countries due to their efforts to promote democracy. In Africa,
likewise, Foreign countries, the World Bank and the IMF specifically have assumed significant
roles aimed at promoting the decentralization processes of various governments (Olowu 2020;
Romeo 2019). Thus, the decentralisation of power and authority to local governments was
adopted as a means of defeating wasteful utilization of resources that is highly connected with
the central government practices (OECD 2021; Bardhan 2018; Muriisa 2018). Henceforth, the
decentralization system of governance brings government and the general decision-making
process a little bit closer to the common folks in the local levels (Akudugu 2019). It is a
common believe that the decentralization process will yield better service delivery at the local
levels (Chikulo 2020; Muriisa 2018). Concurrently, there are similar believes that
decentralization will likewise bring about the proper design of plans and the implementation
of pro-poor policies and programs that have potential to eradicate mass poverty (Smoke 2017;

Crook 2019; Asante & Ayee 2018).



Evidently, the decentralization systems of governance have partly been considered as a panacea
in addressing the local level developmental challenges in most developing countries.
Notwithstanding these high expectations, the decentralization processes have yet to yield any
tangible outcomes at the local level of governance. Decentralized local governance systems
have particularly underperformed in its major roles of promoting economic development and
reducing poverty at the local level (Crook 2019; Romeo 2019; Chinsinga 2020). Meanwhile,
this has to some extent been attributed to failures of the central governments to support fiscal
decentralization that will ensure the smooth transfer of financial assets/resources to the districts
(Steiner 2018; Chinsinga 2020).

During the inter-decal periods between the 1970s and 1980s, the concept of decentralization
became one of most promulgated government strategic objectives and initiatives adopted by
most decision-makers, which sought to promote fairness in the economic distribution of
community basic needs of the socially excluded person and the handicapped. To promote social
inclusiveness of the poor in societies, a great number of countries have considered
decentralizing their financial, administrative and political obligations to end down governance
units, including the widespread acceptance and participation from the private sector and
nongovernmental organizations. Decentralization policy is pursued because of its potential
impacts to mobilize and allocate asset/resources effectively, enhancing macroeconomic
stabilization, and ensuring service delivery in an equitable manner at the sub-national level —
which promote the economic development of the local people and minimize poverty.
Nonetheless, Ikeanyionwu & Ekwue (2018), emphasizes that it is this development potential
associated with decentralization that has led to the adoption of the decentralization policies
which is currently practiced by most developing countries. Hartono (2020) indicates two main
objectives of a decentralization government policy to include: the promotion of local people’s
participation in leadership and decision-making processes; and also, to promote an efficient
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locally structured governance. In effect, these objectives may however result in the making of
developmental plans more responsive to local conditions and ultimately ensuring that resources
are adequately mobilized for self-sustained local development.

Decentralization, according to Walker (2022), has numerous definitions since it might mean
different things to different individuals. In the midst of different meanings about the concept
of decentralization, the most commonly accepted and adopted definition by most authors and
among various scholars is the one developed by the United Nations (UN) titled
“Decentralization for National and Local Development”. UN has defined the term
"decentralization" to mean "the devolution of political power to local authorities, special
statutory organizations, or means of delegation of administrative authority to field units of the
same department. In a more simplified form, Walker (2022), has critically developed a different
dimension to the meaning of decentralization and referred to it to mean as the delegating power,
capabilities and financial resources from central government to the local levels of governance.
There are many different types of decentralization, but the research focused on its economic
elements since decentralized units would generate an acceptable amount of income if they
carried out their duties well, and fiscal responsibility is a key element of decentralization.
2.2.2 Concept of Sustainability

Serving the needs of the current generation without compromising the requirements of future
generations is generally referred to as sustainability. According to Seliger (2017), sustainability
is the ability of assemblies to rely mostly on their own people and material resources without
transferring much resources from outside sources. Although environmental sustainability may
not be entirely disregarded because it is hard to discuss sustainable livelihood without
mentioning the environment, the focus of this article is on economic and institutional

sustainability rather than environmental sustainability.

11



He makes the point that self-reliance and self-sufficiency should not be confounded. According
to Ikeanyionwu & Ekwue (2018), in order for a source of income to be sustainable, it must be
high-yield or high-performance, growing, steady, regular, and on time. Performance, in his
words, is the contribution made by each source to the overall income st