
 

 

 
Financing for Development Case Study: How to Effectively Increase Local Revenues in Ghana 

 
Implementing partners: VNG International, PBLQ, the Metropolitan, Municipal and District Assemblies 
(MMDAs) of Kumasi, Tema and Sekondi-Takoradi, the Ghanaian Ministry of Finance, the Ghanaian 
Ministry of Local Government and Rural Development, the Ghana Revenue Authority and the Local 
Government Service Secretariat. 
 
Direct cooperation for improved tax compliance for improved services 
 
It is of crucial importance for the sustainability and financial independency of national and local 
governments that they are able to acquire their own revenues in order to finance high quality services. 
The absence of ideas and plans to facilitate development is usually not the problem; to put it into 
practice and to finance these plans often is. 
 
Therefore, in this project, which runs from January 2015 to December 2016, VNG International 
cooperates with three MMDAs, looks for quick wins, offers coaching and support for executing these 
plans and eventually helps them creating long-term strategies. The project aims at improving the tax 
compliance rate by enhancing insights in local tax gaps. This is done by capacitating local key staff 
within the three MMDAs targeted as well as by assisting in (re)formulating internal procedures and 
business processes. Depending on the specific local circumstances, the project aims at improving the 
collection of revenues in selected areas in each of the individual MMDAs. 
 
The results VNG International expects are: 

a. Capacitated staff within each MMDA, aware and conscious of the challenges in local taxation, 
and able to further develop capacities and work processes at the project's end. 

b. Increased possibilities for further strengthening of personnel and institutional capacities at the 
three MMDAs, but also at other institutions. 

c. An overview of IT and network infrastructure developments relevant for municipalities aiming 
at improving local taxation and public service delivery. 

 
The project works on the basis of a participatory and bottom-up approach that takes the needs and 
priorities expressed by the MMDAs as its starting point. It works on the premise that revenues are not 
generated for the sake of revenue generation, but should be invested in quality improvement of 
services delivered to the general public. Therefore a clear link between enhanced revenues and 
improvement of services is always sought. 
 
Special attention for property taxation 
 
Property taxation is the most important form of local taxation. It is location-specific, providing an 
immobile tax base with a strong correlation between property ownership, income, and wealth. 
Revenues are used for the provision of local services and provide for strong public accountability. At 
the same time, property taxation increases the legal certainty for citizens, resulting in a win-win 
situation for the municipality and its citizens. In countries where local revenues are not optimally 
developed, quick wins can be reached by making systems more efficient and just even without raising 
tax rates. 
 
Given the importance of property taxation in enhancing local revenues and public accountability, VNG 
International pays particular attention to the possibilities for enhancing this source of revenue within 
the three MMDAs. This is done in the first two steps of their approach: diagnosis of the actual situation 
and subsequent strategy development. 
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Keep track of the national developments 
 
Even though the project focuses on the local level, VNG International keeps track of the national 
developments, to ensure that its approach fits within the national developments and frameworks. As 
one of the development partners in Ghana, VNG International takes a seat on the Internally Generated 
Funds (IGF) Technical Working Group which is headed by the Ministries of Finance and Local 
Governments. The working group monitors the process in Ghana with respect to the expansion of IGF 
and aims to implement lessons learnt by several partners in other regions. 
 
Increasing revenues does not always ask for a radical policy change 
 
In many cases it turns out that extensive technical knowledge of taxation policies is not a necessary 
prerequisite in efforts to increase public revenues. It is often more important to organise the system in 
a smarter and more effective way. VNG International believes that change and process management 
are generally much more important than to change the fiscal system itself. This effect is strengthened 
by the relative simplicity of the system in many of the states worldwide where this kind of projects is 
executed. 
 
The use of a flexible definition of local taxation 
 
As mentioned before, the project pays special attention to improving the effectiveness of property 
taxation. However, due to its demand-driven nature it does not exclude support to furthering any other 
form of local tax or revenue and will always define its support to the MMDAs in line with the needs 
identified. This flexibility is of major importance. It enables the project to provide a tailor-made 
approach for each individual MMDA, which increases the effectiveness considerably. This flexibility 
enables VNG International to implement a broader, inclusive project, as opposed to sticking to fixed 
activity schemes and trainings that might not respond to the demands from the beneficiaries or might 
not be linked to their daily practice.  
 
Stay focused 
 
However important this flexible definition is, one has to stay focused. After an analysis was made 
during the inception phase of the project, the MMDAs were given an advice on a choice between the 
following strategic themes: IT and IT infrastructure, tax levying and collection, and property 
identification and valuation. Next to this focus area, a parallel track on the cross-cutting issue of private 
participation is part of the programme in each of the MMDAs. Together these constitute a dual track 
approach which incorporates both a specified tailor-made theme for each MMDA and the broader 
general issue of private participation.  
 
For more information please contact VNG International. 
 
 
This article is based on VNG International’s experience in the ‘Support to Kumasi, Tema and Sekondi-
Takoradi on Improving Local Taxation and Services to the Public’ project in Ghana. 
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