


MATS KARLSON is respected for his remarkable
boardroom skills and easy manner. As  World Bank 
Country Director for Ghana he helped steer the country 
through the Heavily Indebted Poor Country (HIPC) debt 
write-off process. He has routed US$725 million in World
Bank resources to support GPRS and was influential in 
negotiating the MDBS Framework Agreement. Mr.
Karlson believes GoG has a great opportunity in the 
partnerships to implement GPRS and shares his 
perspective on pertinent issues:

PERSPECTIVES ON MDBS...

ON HARMONIZATION AND MDBS
MDBS is a huge piece of harmonization in itself and all the other sectors are also 
working on it.  We took a major step forward on Private Sector Development when we 
signed a memorandum of understanding recently where we had a whole sector taking 
on the commitment of alignment and harmonization.

“We are also working on harmonization of Monitoring and Evaluation.  That is directly 
linked to MDBS but broader still because it covers all the sectors throughout the 
partnership relationship.  The next big step will be when the GPRS-2 comes out.  We
would want to have a collective strategic response from development partners; 
something like a Ghana Partnership Strategy to back GPRS-2. The partners would take
the resource matrix from the GPRS-2 and then map their own support into it.  That's 
what we'll like to do and that is the next big step on the agenda. 

ON HARMONIZATION AND MDBS

From Development Partners
A trio, Wim Olthof, Economic Adviser, Delegation of the European Commission to 
Ghana; Dorothea Groth, Counsellor, Development Cooperation of the German 
Embassy, and Erik Rasmussen of the Danish Embassy; played an active role in 
getting MDBS off the ground. With their respective tours of duty at an end, they 
shared their reflections and hopes:

How it all started:
Wim: Discussions on a more coordinated Budget Support started earnestly in April 

2002, during the Consultative Group meetings. Representatives of the World
Bank, The European Commission, DFID, the Netherlands and Canada, started 
considering what system to adopt in the budget support initiative. Others 
came on board and a Framework Memorandum was signed in 2003 by all 
parties.

Dorothea: MDBS emerged for two major reasons: 
Ghana has many donors, programmes as well as projects. 
Government officials spent much time negotiating with embassies and 
foreign donors to see most of these projects through. There was therefore 
the need for a more coordinated form of economic cooperation. MDBS came 
to incorporate all the necessary elements for effective aid such as 
ownership, simplicity and priorities.

Erik:  To qualify for this form of support countries had to satisfy some criteria  have 
some form of measurable budget and growth mechanism. The peaceful 
democratic transition in 2001 was a confidence booster among donors for 
the operation of budget support. The Ghana Poverty Reduction Strategy 
made things a lot easier.

The Challenges
Wim: There are challenges at different levels:

Ghana needs to remain stable with a clear commitment towards poverty
alleviation and the achievement of development goals. This requires certain 
pre-conditions among them; governance and anti-corruption issues, sharing 
the benefits of growth and the rule of law.
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There is also the level of management and direction of  public  finance 
management and projects. It is a fact that in  Ghana's public finance system 
monies in the budget do not always  end  up where they are expected to go. 
However, as long as we  can  see gradual improvement from year to year, we 
can continue   this partnership. It is a challenge on its own that the budget
continues to be a better instrument for implementing government  policies.

There is always the pressure on donors not to work together but be a little 
apart for reasons of visibility and fear of losing their voices. 

Dorothea: There are issues of public sector reform, fighting corruption, 
decentralization and public finance management. There must be  progress on 
all these fronts and we must have serious efforts on both the government and 
donors' side to improve upon performance.

Erik: If anything, the presence of corruption in the public sector would be the 
contributing factor to the withdrawal of budget support more than anything 
else. It is expected of  government to make efforts to  curb such occurrences 
through instant punishment of offenders so as to build confidence in the 
system.

The implementation capacity within the public service must also improve 
considerably if Ghana, noted worldwide for stability, is to take advantage of 
the prospect of more donors coming on board with more resources.

Achievements & Outlook

Wim: Fashioning a single matrix for all development partners is a unique 
achievement Still, Ghana must show sufficient ambition to sustain a good 
impression on donors and since perception plays a very important role in 
budget support every effort must be made to sell Ghana as a country that 
moves.
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INTERVIEW

Dr Akoto Osei, Deputy Minister of Finance and Economic Planning leads the GoG 
negotiating team to MDBS reviews. He explains the rationale and highlights of the 
MDBS process.

WHAT ARE THE BENEFITS?
The key benefit is the reduction in transaction costs in not having to do individual
reviews and discussions with each DP. Practically, the certainty about budget 
support gives government more flexibility.  The risk is that if you don't work hard 
enough to achieve your objectives then it's almost like a zero or 100 sum. To the 
extent that the targets go to meet the aspirations of Ghanaians it becomes a 
matter of rational self-interest for government to focus and deliver.

ANY GAINS IN WORKING WITH IMF REVIEW MISSIONS?
It is all very technical and a very helpful exercise. Here again it is a programme you 
undertake and they hold you to what you commit to do. The rules are 
straightforward; we know what to expect they know what to expect and there are 
no surprises. The surprise is when you do not do what you said you'll do.

WHAT IS THE CURRENT STATUS OF THE GPRS?
GPRS-1 is about to end and we are confident that with the lessons and experience 
implementing GPRS-1 over the last three years we'll do much better with GPRS-2.
We want the DPs to continue to keep faith with us.

HOW TO ENGAGE CIVIL SOCIETY IN THE MDBS PROCESS?
Civil Society participated in the GPRS process; eventually someone must take the 
decisions and government has been elected by the people to implement a certain 
agenda.

WHAT ARE THE BENEFITS?

ANY GAINS IN WORKING WITH IMF REVIEW MISSIONS?

WHAT IS THE CURRENT STATUS OF THE GPRS?

HOW TO ENGAGE CIVIL SOCIETY IN THE MDBS PROCESS?

“THERE ARE NO SURPRISES”

I agree that the public at large does not appreciate the successes that the MDBS 
has brought and we really should do better at informing the people. There is no 
secrecy about our discussions but these are very technical and not everybody 
understands the economics or the context to be able to participate. That is why the 
Newsletter and other information media are important. 

‘WE ALL ARE WORKING TOWARDS THE SAME OBJECTIVES’

Mr. Mats Karlson
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HARMONIZATION AND ALIGNMENT PROCESS IN GHANA (GHANA INCORPORATED)

COLLABRORATION WITH BILATERAL PARTNERS
“I don't really know how it worked in the past.  But if in the past the Bank was perceived 
as throwing its weight about, then I don't believe in that approach.  I believe it is much 
more effective for the outcomes as a whole if one is able to accommodate everyone.  It 
is logical and this is not just with coordination among donors. Ultimately it is about 
trying to shift resources around so that we build on the GPRS and the Budget.  We all 
are working towards the same objectives so there's definitely no reason to step on 
each others toes.

COLLABRORATION WITH BILATERAL PARTNERS

From Officials
Prof G. Gyan Baffour,
Deputy Minister of Finance and Economic Planning

Government now has an influence over how part of donor resources is actually 
spent and can therefore focus on its areas of priority.

Dr. Joe Amoako-Tuffuor
Visiting Research Associate, CEPA. (In 2001-2003, he served as the Coordinator of 
the Mini-Consultative Secretariat and the MDBS Secretariat)

Direct budget support reduces transaction costs, makes for better internal 
coordination of aid resource use, builds recipient's capacity to design and 
implement desired strategies and provides an avenue for high level policy 
dialogue...
There's need for caution in communicating MDBS. Getting information across the 
system is vital for active involvement and efficiency; but we must be careful not to 
subject the policy formulation process to street level advocacy campaigns. 

Mike Ayesu
Head, World Bank Desk, MoFEP
MDBS means structural changes across the system. Development assistance 
inflows are more regular and timely but it also means we have to do things 
differently and more efficiently; it is a continuing challenge.

Going forward, there'll be need to fashion a uniform assessment framework in the 
same manner that all DPs ceded assessment of macro-economic performance to 
the IMF. It is the next major challenge.

Angela Farhat
GoG Coordinator, Human Development Pillar
Getting things to work is now critical for all of us. Some sectors find there's a 
different orientation to how they used to do business. To actually have their flows 
tied to performance was not something they had experienced before so it requires 
some re-orientation. You have to explain that 'the money will not come when you
don't do A-B-C'. You have to set realistic targets because you'll be held
accountable. It makes you more conscious knowing that whatever you're doing has 

From Officials

Dr. Joe Amoako-Tuffuor

Mike Ayesu
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implications for development and the flow of funds. Wishful thinking and wish 
lists have to get out of the door and you focus on what can be achieved. In this 
sense, the MDBS process makes for more realism.

Dr Yao Graham,
Coordinator, Third World Network, 
The only comment I can make at this point is my surprise that there's 
so little information either from Government or the Development 
partners on MDBS despite its importance and influence on current
development efforts.  Given the cloud of silence I have my doubts 
about its eventual success. 

There must be a commitment to transparency and openness to have 
wide enough participation for the process to be sustainable over the 
long term. The Newsletter is a promising step only to the extent that 
it suggests an awareness of the information gap.” 

Anonymous
Researcher/Analyst, U.G, Legon
The worry is over the exclusion of non-government actors from the 
economic development dialogue. 

It is a fact that not all sections of the economy are adequately
covered under the GPRS. For instance, Tourism, for all its potentials, 
is barely cited in that (GPRS) document. Where government and DPs
limit the dialogue and resources to official circles and marginalize 
alternative viewpoints they inevitably risk advancing interests that do 
not benefit the vast majority and failure would only be a matter of
time.
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Prepared by the Multi-Donor Budget Support Secretariat ( MoFEP)

President's State of the
Nation Address (Positive
Change Chapter 2)

Accelerated Growth through
Private Sector Development

Vigorous Human Resource
Development

Continued Emphasis on
Good Governance

GPRS Thematic Areas Ensuring Macro
Economic Stability

Expanding Production and
Gainful Employment

Supporting Human
Resource Development
and equitable access to
Basic Services

Protection for the
Vulnerable and the
Excluded

Promoting Good Governance

MATRIX
World Bank PRSC
and other MDBS
Development
Partner's Support

Promoting Growth, Income and Employment Improving Service
Delivery for Human Development

Strengthening Governance Institutions and
Public Sector Reform Management

Focus of Reform Areas Financing
Development

Business
Environment
and Trade
Facilitation

Rural
Development

Education Social
Protection
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Instruments Policy Dialogue/Specific Actions Monitoring Outcome and Results Indicators
Public Expenditure Dialogue (Poverty Expenditures)
(Resource Allocations)

Policy Dialogue to deepening
Sustainability and Reforms

Bridging Differences
We certainly have discussions around the differences of views among partners and 
even with government about what the appropriate balance is in the context of the 
budget.  And it is very healthy discussion even though it isn't easy.
I must say I'm very happy with the 3-pillar approach that we have in the MDBS. It 
reflects the President's stated priorities:  private sector-driven growth, human 
resource development and good governance.  I am sure GPRS-2 is going to reflect the 
same priorities. It is a very logical three-pillar approach to choosing what the MDBS 
contract is with partners.”

Bridging DifferencesINTERVIEW  Contd

From Civil Society
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MDBS Partners

GHANA

AID INFLOW NOW STEADY

Expected MDBS Inflows for 2005

Girl Child Education a Priority

(Cont’d from  page 1)
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Also, the grant element of MDBS resources has increased.  In 2003, 55 per cent of 
US$281 million received in budget support was in grants and 45 per cent in 
concessional loans. For 2004, the grants ratio in the US$252.93 million inflow rose 
to 65 per cent.  In contrast, the ratio of grants in the aid mix disbursed to the GoG in 
the  1990s averaged 20 percent. 

Several realities led to the mutual acceptance of MDBS as necessary and timely; 
among them:

The United Nations General Assembly Millennium Declaration in 2001, which 
challenged both developed and developing countries to work towards the 
Millennium Development Goals (MDGs).  This required commitment to a 
significant and sustained increase in development assistance flows as well as 
harmonization and alignment towards aid effectiveness. 

- Formulation of the GPRS, a document that gave DPs a clear view of 
national policy priorities and planned actions towards reducing 
poverty.

-
A growing awareness that existing mechanisms for development assistance
sectoral, project-driven, with the multiplicity of bilateral  and multilateral terms
were increasingly limited in their impact. The MDBS framework memorandum 
allows the DPs a collective voice in negotiating targets and monitoring 
implementation through a single policy matrix. This affords them a chance to 
harmonize their ODA goals and align them with the GoG's policy direction and 
planned activities.

Mike Ayesu, Head of the World Bank Desk at the Ministry of Finance and Economic 
Planning recalls that since the late '80s it always became necessary each year to 
'close the treasury' -  suspending public expenditure authorizations. From 2003, 
however, with MDBS in place, there has been no such need. “The impact is evident 
in the reduction in road arrears and several other sectors where we had payment 
difficulties in the past”.

Other MDBS benefits are seen in policy reform, public finance management, 
decentralization, governance and in the social services sector.

� Continued implementation of the power sector  reform, with   additional
efforts towards restructuring the energy sector to  encourage efficiency and 
the quality of service delivery.

� Facilitating trade with the installation of automated clearance procedures 
(GCMS/GCNET) at the Aflao land port. Similar facilities are in place at Elubo 
but not operational yet due to poor telecommunications connection to the 
site.

� Removing administrative and regulatory barriers for investment including 
progress in the Automation of the Registrar-General's Department.

� Improving the performance of the rural sector in the interest of the rural poor

� Strengthening forestry resource management. 
Agreement was also reached on policy actions to be monitored under MDBS 
2006/PRSC-4 programme support.

n order to balance predictable funds inflow with the objective of encouraging 

Ireform, the MDBS agreement with bilateral DPs is that yearly budget support will 
be disbursed in two equal parts.  The first tranche or “base payment” is made 
following a positive IMF review. (GoG achieved this on May 9 for 2003 funds; 

th
December 2003 for the 2004 funds and June 20  for the 2005 disbursement).

The second, or “performance payment” depends on the outcome of a joint progress 
assessment of key areas of reform: public finance management (PFM), the budget
process, decentralization, public sector reform, governance, and poverty related 
expenditures to the social sectors.

Following favourable IMF Board assessment of the country's macro performance on 
th

June 24  2005, the Bi-lateral Partners promptly disbursed $65.5 million. Similar World
Bank Board approval in the third quarter will yield an additional disbursement of $155.0 
million, including $30 million from AfDB. 

Related to the Performance Tranche, $43.3 million of pledged $64.9 million is also 
expected from the Bi-lateral Partners by August, Ghana having met four of the six of the 
expected deliverables in the 2005 PAF Matrix.

The remaining third is expected to be disbursed around September/October when the 
remaining targets in the Energy Sector and Public Sector Reforms would have been 
met.

Disbursement: How it Works

2005 PROGRESS REPORT
(Cont’d from page 1)
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Participating
Institution/Country

Total Pledge 
US$ M

50% Base 
Tranche
US$M

50% Performance
Tranche US$M

1 Canada 13.3 6.6 6.7

2 Denmark 3.50 1.7 1.8

3 Germany 8.5 4.3 4.2

4 Netherlands 12.8 604 6.4

 5 Switzerland 7.9 3.9 4.0

6 United Kingdom 45.0 23.0 22.0

7 France 8.7 4.3 4.4

8 European Union 30.7 15.3 15.4

9 African Development
Bank (onetime payment)

30.00 30.00

10 World Bank
(one time payment)

125.00 125.00

285.4 65.5 219.9


