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Executive summary

The bulk of the issues discussed in this document is centered on the management of local financial

resources by the different levels of local authorities, and fiscal decentralization. The themes which are
studied are on the national strategies for reinforcing the financial management of local authorities
including access to credit, local financial management, local financial instruments, the control of local
public management and the sharing of resources between central government and local authorities.
For most of these topics we deem it appropriate to refer you to the works which the Observatory on
Local Finance (OLF) set up by the Municipal Development Program (MDP) have been conducting for
some years now.

The definition of a true fiscal decentralization policy as well as a suitable instrumentation for African
countries appears to us to be of a capital importance.

National strategies for the mobilization of local resources
The implementation of the funding of decentralization is based on three complementary strategies:
The definition of a field of local authorities' own resources exists in all decentralization laws. In the
Francophone countries of Africa, this taxation which is specific to local authorities is based on four
basic local taxes: tax on developed property, tax on non-developed property, local rates and franchise
tax (the four old taxes).

To these local taxes may be added specific taxes linked to the development

context of each area.

National strategies in terms of resources which are shared between central administration and local
authorities are applicable for additional taxes on certain central government taxes which are refunded
to local authorities and shared taxes between the central administration and local authorities.

Though

the practice of additional taxes is not widespread in Africa, shared taxes are more prevalent.

The

terms of both additional taxes and shared taxes are generally defined by the national assembly.
The financial transfers of central government to local authorities may take several forms: general
grants as contribution to local authorities operation, assistance fund for participation in well specified
investments or support for certain policies; balancing subsidies as contribution for balancing the
budgets of local authorities; refund to local authorities of resources mobilized by the central
administration from development partners in the form of loans or subsidies for urban and municipal
projects.

These national strategies for mobilizing local resources are detrimental to the maintenance

of the

financial autonomy of local authorities. Generally the yield of local taxes is poor because the

instrumentation of local resources remains a major constraint.

As regards the yield of additional

taxes, shared taxes and subsidies; there is a problem of the refund of the payable amounts to the local
authorities. Actually, it is only the central government that knows the exact amount of taxes which are

to be refunded to local authorities; the latter have no legal remedies in case of litigation.
Access of local authorities tofinancial markets

The African experience in terms of access of local authorities to financial markets is poor even though
there exist on the continent some sporadic interesting experiences most especially in Southern Africa.
The access of local authorities to credit takes place generally through the intermediary of specialized

institutions established for local authorities. Thus, one notices several steps in the establishment of
these institutions.

Just like other continents one century ago, the need also arose for the establishment of a financial
intermediary that collects and manages the funds which are meant for local authorities. These funds
are generally public resources that the central government transfers to local authorities. Thus the
specialized systems for granting loans to local authorities were set up with the creation of "Credit
Funds" which enjoy or do not enjoy legal status and financial autonomy. The first experiences in this
field were the ones of Tunisia and Rwanda.

After this original generation of credit funds for local authorities which are fed by the central
administrations, emerged a second generation in Sub-Saharan African countries. They were set up
thanks to national interventions of the World Bank, within the framework of its urban development
and later municipal development projects. Thus in most countries, one observes the emergence of
similar systems for funding local authorities whose finance comes from state grants and external
resources.

With regard to the financial markets of local authorities, one must admit that they underrate Africa. In
fact, at the dawn of the 21st century, more than US $ 2,000 billions of municipal bonds are in
circulation in the world, with only 1% of them in Africa. The commonest experiences observed in
African countries are mixed.
This is the case where Credit Funds or Banks collect funds from
financial markets and later lend them out to local authorities.
Budget planning, local public management and information system

The budgeting and accounting classification drawn from the accounting plan of local authorities has
two sections: a section on operation and the other on investment.
The filing plan of expenditures
and revenues per section and per item is a product of the general classification that is common to all
local authorities . The analysis of accounting classifications in African countries highlights a situation
characterized by a large instrument diversity of financial and accounting management, a disparity of
norms within certain countries and the absence of an instrument for local finance.
The analysis of the budget drafting and approval procedures of African local authorities highlights the
generalized practice of prior approval. This is especially true for Francophone countries; it helps in
checking the budget items which are at variance with national policy options.
On the other hand, the procedure for the implementation reveals the insignificant powers of local

authorities in terms of local finance. The description of the whole process, the establishment of tax
assessment registers up till collection as well as the control and supervision of the process, highlight
that the total absence of the local level.

The central level is omnipresent whereas local officials are at

best only informed at the end of the process.

The implementation of local public expenditures is closely monitored by the regulatory authority in
the African Francophone countries.

The everyday control is done through the intermediary of the

principle of separation of the authorizing officer and accountant by compelling (the accountant that is

accountable to the ministry of finance and financially liable for all noticed improprieties) the public
accountant to assert his independence and to control daily local expenditures. Each time that a
payment is made, the accountant first checks its posting, its allocation in a budget line and later makes
a statement of the budget line (positive or negative balance) before giving his approval.
In the
Anglophone countries, the control of the implementation of public expenditure is more flexible, with
the emphasis on the follow-up of certain ratios.
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The information systems are not developed and local finance instrument panels are scarce.
The
central administrations which are in a position to centralize and process financial information of local
authorities focus today their attention more on the implementation of budget and daily follow-up of
the problems of central administration public revenue than on the follow-up of the financial and
accounting management of local authorities. The local authorities themselves are not better off than
central administrations.
Thus there exists no tradition in terms of centralization and temporal
comparative analysis of these financial data at the level of municipalities taken individually.
Lastly, the system of internal and external control of local authorities embraces three approaches: the a
priori control, current control of local management and jurisdictional control. If this arrangement is in
practice implemented in a fragmented way, the internal control of local authorities seems to be more
promising and stakes out the main stages from management of budget drafting to the vote of the
administrative account,via budget implementation.
Proposalsfor an improvement in localfinancial management andfiscal decentralization in Africa.
The improvement in local financial management and fiscal decentralization implies that actions be
taken in two directions which are the

improvement in local financial management and the

reinforcement of fiscal decentralization.

The strengthening of local financial management implies the setting up of a reliable accounting at the
local level. The harmonization of local financial instruments will help on the one hand in establishing
a framework for harmonized presentation of local authorities and on the other in participating in the

general regional integration movement within the sub-regional groupings that are the Economic
Community of West African States (ECOWAS), COMESA, SADEC, the Economic and Monetary
Union of West African Francophone countries (UEMOA). Thus UEMOA in a close cooperation with
the Municipal Development Program (MDP), is conducting a study on the harmonization of budgeting
and accounting classifications of local authorities. This topic is still more relevant and constitutes an
important plank in sub-regional integration.

The reinforcement of local financial management implies the development and the reinforcement of
the tools that promote a culture of sound management and transparency in local finance.

The local

officials and stakeholders, central administrations, development partners and the private sector must
be endowed with the instruments for the financial evaluation of their own communities and be able to
rank themselves in comparison with the communities presenting the same characteristics both within
the country and with neighboring countries.

The setting up of tools that promote the development, the

generalization and the popularization of a function of financial analysis of local authorities so as to
enable them to better assess the impact of their decisions, is a necessary condition for the
This objective can be attained

reinforcement of the culture of sound management at the local level.

only if the training of local authorities human resources, particularly tax collectors, is carried out
simultaneously.

Lastly, the experimentation and development of the participation of populations in local public
management and particularly in the drafting of local budgets is one of the internal conditions for the
improvement in financial management at local level.

Local financial management in Africa would

gain a lot in the setting up of a greater participation of populations through the generalization of

information/ education/ communication (IEC) meetings on most especially local finance.
The second plank is the improvement at the level of fiscal decentralization.

It entails during the first

stage to structure the dialogue between central administration and local authorities. Without a
minimum of shared information on local finance, the potential and the yield of the various local taxes,
the level of performance in the mobilization of local ressources; it is difficult to establish a structured
dialogue on fiscal decentralization. Hence the need to centralize data on local finance at the level of
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each country and at the regional level, in a way to draw the comparative ratios of management. The
action of centralization and comparison of financial information of countries will take place only if
simultaneously the local budgeting and accounting classifications are harmonized nation-wide and
region-wide, and their application strictly monitored.

The sustainability of fiscal decentralization hinges on the award of a "premium" for local resource
mobilization. Thus, there is a need to define a strategy that closely links local performances in the
mobilization of resources and that enjoys the assistance and subsidies of the central administration.
For this purpose, the establishment of an instrumentation at the disposal of local authorities for
assessing local tax potential and for setting realistic objectives of mobilization must form part of the
action priorities in this field. At the present stage of decentralization policies in Africa, the emphasis
should be more on the effort to increase local resources and to improve the quality of public
expenditure than the equalization of local conditions for access to resources. The sharing formulas of
resources between the central administration and local authorities should therefore include positive
incentives for the most performing local authorities in terms of resource mobilization.
Concurrently to the internal efforts in local resource mobilization, the refunds by the central

administration to local authorities must be effective and predictable.
The level of fiscal
decentralization may only be improved with the setting up of control procedure of refunds to local
authorities and legal remedies.
The possibilities of legal remedies will be more necessary as the
volume of shared taxation becomes increasingly higher. The rehabilitation of, among other things,
the courts of auditors under the Supreme Court, the General Inspectorate of Finance, etc... are
inescapable prerequisites for the establishment of a fair and efficient legal remedy.
Furthermore, efforts aiming at balancing the implementation of public investments and to link it to the
problem of local development should constitute a medium term objective.

Actually, the application

of the principle of subsidiarity leads to the recognition that a significant share of public investments
should be implemented at the local level.

A reasonable objective would be to ensure that local

authorities account for between 15 and 20% of public expenditures over the next ten years. Such an
increase of local public expenditure would naturally enhance the revitalization of local economies. In

some countries this balancing in favor of local public expenditure should benefit from the current
initiative of the very indebted poor countries during international negotiations on debt relief, and
enable local authorities in playing a more important role in poverty alleviation.

Lastly, there is a need to exchange positive experiences in terms of fiscal decentralization.

Census,

capitalization and the sharing of experiences should help progressively in the establishment of a
shared intelligence on fiscal decentralization in Africa.

The expected result at the end of this

exchange is twofold: on the one hand convince central administrations on the need of an institutional
adjustment of public revenues and expenditures in favor of local authorities, so as to raise the share of
the latter to a level that is between 15 and 20% of public revenues and expenditures over the next ten
years; on the other hand, prove that an instrumentation exists in the different countries and its

adaptation will help in materializing the will to accompany the delegation of powers with the
delegation of means that will enable the local authorities to exercize these powers.

1. Introduction
Financial management is one of the key components of decentralization. Decentralized local
authorities will be in a position to provide basic services to the populations only if they have

adequate revenues, established by means of suitable local financial instruments for a local
management geared towards development. Actually, there lies the whole significance of
finance as the aim of decentralization is local development: like the national level, finance is
the first instrument of local development policy.

Decentralization is unquestionably the major institutional reform that African countries have
been experiencing since they attained independence. In its original meaning, decentralization
connotes a process during which the central administration relinquishes the powers it has so
far exercised through its central organs and its territorial organizations to the benefit of local
authorities whose administration is made up of elected assemblies enjoying legal status and
financial autonomy. A rapid glance through the process of decentralization in African
countries highlights the main elements of diversity.

The issue of central administration is dealt with from various angles: the most affected
countries by political and/ or identity crises often opted for rapid and radical decentralization
policies. This represents for these countries the only option to safeguard national unity. The
central state is no longer considered as a single and unified entity but as an entity where all
the different cultural and/ or regional affinities must be represented. Countries in which
central administration plays a predominant role opted for more progressive strategies - local
authorities in Burkina Faso and Cote d'lvoire accounted in 1999 for respectively 16% and
44% of the total population of the country - with the establishment of a few local authorities
during the first stage; others are to be set up after a mid-term appraisal of the process of
decentralization. Some countries opted for a dual system which, in addition to the universal
suffrage incorporates another type of representativeness. Thus in Egypt the local authorities
are administered by elected assemblies which are headed by appointed executives. In Ghana,
local councils are made up of both elected representatives and personalities appointed by the
representative of the central government or representatives of the traditional rulership.
The levels of decentralization are also dealt with from various angles. For several countries,

decentralization is construed to mean placing under the responsibility of municipal
authorities.
These countries lay emphasis on a single level of decentralization namely the
municipality which may be rural or urban. In other countries there are two levels of
decentralization, namely the

municipal

level

(Swaziland),

regional

level

(Senegal)

or

provincial (South Africa). Lastly, on the pattern of Uganda, some countries have chosen three
levels

of decentralization.

Thus

Egypt has three

levels of local

authorities, namely

governrates, urban and provincial governrates as well as large cities.

The missions of local authorities, to the exclusion of standard powers delegated to local
authorities - registry office, law enforcement, household refuse, road maintenance - vary
from one country to another. The marked specificity of English speaking countries lies in the
powers attributed to the local authorities in the areas such as water and electricity. In the
countries of several levels of decentralized authorities, the quest for economies of scale and
externalities prompted the legislature in attributing certain services such as water, energy,
etc., to the upper levels of decentralization and/ or the central government.

The concerns

for redistribution and social equity led the legislature in a large number of countries
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(Morocco, Cote d'lvoire ...) to attribute to the central administration some powers such as
social welfare and housing. For another group of countries these powers are attributed
concurrently to the local and central levels. In a number of countries, economic development
falls under the power of the last decentralized level (municipality) which has for the purpose
of carrying out this assignment substantial financial means (this is particularly the case of
North African countries) whereas for some of them this competence is attributed to the upper
level of local authorities that have more opportunities to cover an "all embracive economic
zone"

This increasing transfer of powers to local authorities highlights in backdrop the concern to
improve by and large the efficiency of public action. In fact the growing activism of central
state in Africa has been confronted, as from the mid-80s, with the generalized economic
crunch that hit the economies of developing countries: the substantial deficits in public
finance and the collapse of the welfare state turn out to be incompatible with the extravagant
spending styles of the central government. The multiple structural adjustment programs
drawn up with the Bretton Woods institutions - and their consequences namely the sharp drop
in public outlays, the reimbursement of debt service and capital - brought to the limelight the
necessary redefinition of central government interventions around some essential missions.
One of the envisaged remedies, in addition to the market remedy, is decentralization. As a matter of
fact, for the economists there are certain indisputable advantages in decentralization: (1) if the
functions of redistribution and stabilization are the natural powers conferred on the central state, the
allocation may not be optimum if it is steered from a decision making center which is too remote from
the local level: "the decentralized offer of a public service is more efficient than a centralized offer
because it offers the opportunity to take into account the local disparities ofpreferences concerning
local public services" (2) the productive efficiency is also an indisputable advantage of
decentralization: "because local authorities are closer to the voters and as a result better controlled,
they have a greater yield than the central government for whatever they agree to produce,'''' and
lastly (3) tax efficiency because "populations are more prepared to pay for services that meet their
priorities most especially when they took part in the decision taking concerning the provision of
these services."

Municipalization is in the process of becoming - has already become in some countries - a daily
reality of Africans.
Problems pertaining to urban management and provision of service (school,
traffic, health, taxes, etc..) are daily on the front page of newspapers. Local elected representatives
have a specific nature: the one of being elected democratically and of being legally in charge of
equipping their area and developing local economy.

Local financial management and fiscal decentralization have therefore become the conditions
for a successful decentralization and a local management oriented towards the improvement
of the living conditions of populations. The present document will deal with these two main
issues, via the following five main themes: (1) national strategies for mobilizing local
resources in African countries, (2) access of local authorities to credit, (3) budget planning,
public management and information system, (4) control of local governance through
supervision and (5) the level of fiscal decentralization in Africa. (6) The document will end
with a proposal of measures that will boost the reinforcement of financial management at the
local level and fiscal decentralization.
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2 - National strategies for mobilizing local resources
In Africa and in other parts of the world where the decentralization process is entrenched, an

important debate took place on the economic and financial impacts of decentralization.
For many people, in addition to the fall in central administration revenues, decentralization is

said to be inherently detrimental to the efficiency of the instruments of macro-economic
policy because it entails the share of some instruments such as expenditure, tax and credit
between the central administration and local authorities. Thus on grounds of economic
stabilization and redistribution, central administrations have chosen not to transfer the bulk of
national taxes:

- Personal and corporate income taxes. This a gradual tax based on the taxpaying ability of
individuals and corporations.
It is therefore an important instrument for economic
stabilization and social justice.
Its decentralization would influence the localization of
individuals and corporations and would spur a disastrous competition
among local
authorities.
These taxes under the responsibility of local authorities are said to be very
difficult to manage, thus we are witnessing progressively a sharp distinction between places
of residence and places of works and an increase in enterprises with several establishments.
- Value Added Tax (VAT). This tax on consumption, is often used to substantiate social
policies.
Its decentralization would imply on the one hand a possibility for the local
authorities to benefit from its resources (perhaps the place of production or the place of
consumption) and on the other a management problem given the fact for a given product, one
would have to check the origin of each component because the legally allowed deduction
under the paid tax would vary according to the municipality of origin.
Import and export taxes. They have a significant impact on macro-economic policies.
Import substitution policies or evening out policies are drawn through the setting of

import and export taxes . They also represent an important instrument of social
distribution through the huge revenues which are collected; the decentralization of these
import and export taxes would spur a significant disparity among local authorities.

These considerations are the underlying principles in most countries for the drawing of the funding of
decentralization, based on three complementary policies: (1) the definition of a field of local
authorities' own resources. (2) The identification of a field of resources which are shared between
central government and local authorities, and (3) transfers of resources from the budget of central
administration to the one of local authorities.

2.1 - Definition of a field of local authorities' own resources

The definition of a tax field specific to local authorities exists in most decentralization laws. In the
Francophone countries this specific tax system is based on the basic local taxes: developed properties,
non-developed properties, local rates and franchise taxes (the four old). To these local taxes may be
added some specific taxes linked to the development context of each area.
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The general tax code and laws on the financial organization of local authorities define the general
applicable principles in these areas for local authorities. The law on finance passed by the parliament
sets every year the ceilings of resources authorized within the framework of the classification of local
taxes.

Senegal, a country that has one of the oldest experiences in terms of decentralization took some
decisions aiming at reinforcing gradually the field of local authorities' own resources.

Up till 1976, there was no local tax in Senegal; the funds remitted to the local authorities represented
fixed percentages of amounts collected by the central administration. The shares allocated to local
authorities from the direct taxes collected for the central government budget were: 85% of the yield
from the tax on the fiscal threshold, the revenues from franchise taxes and licenses, 25% of the yield
from the taxes on developed and non-developed properties and 70% of the taxes on movables. As for
others, 50% of the property capital gain taxes and motor vehicles taxes were refunded to local
authorities.

Under the law n° 76-93 of 21st August 1976 on the general code of taxes, taxes which were in the past
collected for the benefit of the central government - and out of which only shares were paid to the
central government - have become local taxes: the totality of the yield of the tax on the fiscal
threshold, franchise tax and license dues are henceforth allocated to local authorities.
Early 1980s witnessed the strengthening of the financial autonomy of local authorities. Thus the law
80-33 of 25 August 1980 has transformed the taxes on developed and non-developed properties into
local taxes to be collected for the sole benefit of local authorities.

In Burkina Faso, the organization of the resources of local authorities is defined by two
founding texts. These are the laws n° 003/93/ADP of 7 May 1993 on the organization of the
territorial administration of Burkina Faso and n° 004/004/93/ADP of 12 May 1993 on
municipal organization, modified respectively by the laws n° 041/98/AN on the
organization of territorial administration and n° 042/98/AN on the organization and operation
of local authorities.

The law n° 042/98/AN on the organization and operation of local authorities defines and
allocates the following taxes for the benefit of provincial and municipal budgets: (i) the tax
revenues which were traditionally collected through tax assessment register are franchise
taxes, local rates, the share of property taxes that accrue to local authorities, taxes on firearms,
refuse collection taxes, (ii) specific tax revenues, informal sector taxes and (iii) other taxes:

entertainment taxes, drinking establishment licenses, the share of the taxes on dividend
allocated to local authorities, electricity and water taxes, gambling taxes, advertisement tax,
tax on carts and mills and all other taxes which are laid down in the Code of taxes for local
budgets and lastly (iv) subsidies namely taxes on petroleum products (TUPP).

The law n°

42/98/AN sets the different tax revenues collected by local authorities for the administration
of the local area and local services.

The South African structure of local resources is markedly different from the one of other
countries, because municipalities are remunerated mainly on the services and most especially
industrial and commercial services. Thus the bulk of municipal revenues come from the
surcharge on the billing of services that fall under their competence. The taxes - water,
electricity, refuse collection - thus account for more than 60% of local resources. The
relatively productive South African property tax accounts for 20% of local resources. Other
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resources are made up of a variety of taxes; taxes on vehicles, tax on gambling, tax on fuel,
etc...

The provinces that represent the intermediary level between the central state and
municipalities do not have their own tax systems. Their resources are made up of shared
taxes - taxes on the local corporate turnovers and payroll taxes - and subsidies from the
central state.

The specific nature of local financial management in South Africa lies in the link that the

legislature establishes between municipalities and provinces. Thus provinces are under a duty
to intervene when municipalities are undergoing serious financial difficulties. Thus in 1988,
financial analyses were conducted in more than 200 municipalities that experienced financial
crises. The object of these audits carried out by financial experts of the provinces is the
establishment of financial instruments with the aim of restoring the equilibrium of local
finance.

In Morocco, there are not less than 31 taxes and dues that feed local budgets. The Moroccan
local tax system embraces direct taxes: town council taxes, taxes on non-developed
properties, motorcycles and private school institutions and indirect taxes: tourist taxes, taxes
on drinking establishments, mineral waters and entertainment. Other direct taxes are linked to
services which are provided: slaughter tax, registry office dues, dues for temporary
occupation of a public place.

However, the proportion of municipalities' own tax revenues is still insignificant; the yield of
the local tax system accounted in 1997 for 20% of the total revenues of municipalities and
urban communities, 13% of the total revenues of rural municipalities and 3% of the total
revenues of prefectures and provinces.

Box 1 : The legal framework of local taxes in Francophone Africa

In the African Francophone countries, the rate, the base and tax base calculation are determined by national
assembly. The local authorities therefore play a passive role in the determination of what constitutes the
substratum of financial autonomy.
The establishment of the tax base calculation and the isssuance of tax assessments are handled in the

Francophone countries by services of the Ministry of Finance. In most of these cases these central government

units do not have any contractual relations with the local authorities for whom they are deemed to be working
for. Hardly do these authorities have any option to react when there are shortcomings in the performances of
the ministry of finance units.
The performance of the collection of local authorities' own taxes has been so far poor. The explanation lies in

the complexity in the definition of the tax base calculation and the evaluation system of taxes, the difficulty in
setting up at the local level a suitable instrumentation to assess accurately the fiscal potential and to handle the
issuance of tax assessment registers and tax collection, and the virtual exclusion of local authorities from the
fiscal chain.

Lastly, local authorities are not allowed to open account at the local banks because the public revenue
department is the bank of local authorities: it is the principle of one way accounting system that is applicable.
The translation into reality of this one way accounting system is a difficult availability of municipal assets. This
maladministration by the central state of the resources of local authorities in a context of crisis in central public
finance may put a municipality in a position that it cannot honor for instance the repayment of a loan.
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The above experiences highlight the variety of national situations and the fields of local
authorities' own resources. The latter vary significantly according to the country. These
resources are much more significant in English speaking countries because the level of fiscal
decentralization is more advanced than in Francophone countries.
With regard to
Francophone countries they suffer from unfavorable statutory provisions in terms of
management of local finance, particularly fiscal incompetence and the principle of one way
accounting system which generates in practice a major obstacle.

Lastly, the instrumentation of local resources still remains a major constraint because some of
the features of the fiscal system are difficulties pertaining to the fiscal machinery; the tax base
calculations are often difficult to assess accurately because information systems are scarce

and the institutional capacity of tax administration is very poor as a result of a very low level
of training and motivation.

In spite of the innovations introduced here and there in terms of reinforcing the mobilization
of the returns of local taxes, one must admit that globally the share of local authorities' own
resources in local budgets still remain by and large low. In most countries - on the pattern of
Zambia, Zimbabwe, Uganda and Ghana where the share of local tax varies between 15% and
25% of local budgets - the narrowness of the local tax base calculation does not offer the

opportunity to guarantee the financial autonomy of local authorities. Some countries are
characterized with a significant share of local taxes, on the pattern of Swaziland and South
Africa with respectively 67% in 1998 and 80% in 1999. One must emphasize that in South
Africa, the taxes on the provision of most services account for more than two thirds of the
aforementioned own resources. Thus in most countries, the instrumentation of local taxes
remains a major obstacle for mobilizing local resources. The Urban Property Register is,
among other things, an example of instrument for the improvement of local tax yield.
The Urban Property Register

The Urban Property Register is a Property Information system based on a digitized plot cartography, a system of
addressing, an urban computerized databank. Its content is (1) a cartography with the contours of a set of plots,
the boundaries of physically identifiable plots or the exits of the parcelling out plans, (2) a system of addressing
established for the purpose of spotting urban objects, and (3) an urban database comprising several layers of
information.
Objectives of the Urban Property Register.

The objectives of the Urban Property Register are to control, boost and consolidate local tax revenues, improve
the knowledge of property assets and establish the bases for a sound property management, produce and manage
various urban data including most especially the ones which are necessary for the programming and
management of infrastructures.
Implementation ofthe Urban Property Register.

The implementation of the Urban Property Register covers several phases: (1) the preparatory phase that consists
in drawing the basic map, organizing the system of addressing and attributing names to streets, (2) the phase of
development and consolidation of the tax component (operations pertaining to tax base calculation and
collection), urban databank component and the property component with the establishment of a property
inventory file.
Results.
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The results of the Urban Property Register established in Republic of Benin are significant in terms of
mobilizing resources and improving local action capacity.

Fiscal development. It is based on an addressed spotting plan, tax base calculation procedures, automated and
rationalized tax collection system, improvement in the working conditions and a greater tax equity obtained
through the automatic tax base calculation with reliable data based on market values. The result is an
enlargement of the tax base calculation and an increase in tax revenues; the Urban Property Register helps in
increasing threefold in less than 4 years, local tax revenues particularly in Parakou and Porto-Novo (Republic of
Benin).

Property development. The Urban Property Register helped in establishing a true property policy with a
property inventory through the identification and location of all plots, the determination of the nature of
applicable laws to the plots and the identification of the landlords of non-developed plots.

There is no gainsaying that present budget resources of African local authorities are lower than they
are supposed to be. As a matter of fact the progress attained with the Urban Property Register which
was supported by French Cooperation Agency or with the system of addressing elsewhere, prove that
these resources may be increased three our four fold within a short period without worsening fiscal
pressure.

Besides, studies conducted by ECOLOC prove that the economic potential on which is based urban
development is generally under-evaluated and the levying rate on this potential is below what it should
be. The margin for mobilizing local resources is important because the levying rate is barely 0.7%
whereas it nears 10% in the countries where decentralization process is entreched.
The experience of local economy instrument panels in West Africa

In line with their role of supporting local authorities, the Municipal Development Program and the Club du Sahel
established in 1997 a program for the revitalization of local economies called "ECOLOC" whose aims are to
prove that it is necessary and possible to put in place an instrument panel of local economy, to identify the main
components and the operational methods of this instrument in relation to national economy and, in some cases,
with regional economy (construction of instrument panels).

Between 1997 and 1999 eight studies, covering a dozen of towns, were conducted: Saint Louis and river
Senegal delta, Sikasso and south-west Mali, Segou and the Office of Niger (Mali), Bobo Dioulasso and south
west Burkina Faso, Kaya (Burkina Faso), San Pedro, Korhogo and Daloa (Cote d'lvoire).
The instrument panels present synthetically the main economic information on local economies, thus putting at the
disposal of local stakeholders and elected representatives instrument tools to arouse and accompany local
development, particularly through a concerted management of public investments at the service of economy and a
growing mobilization of the tax system.

The instrument panels deal with the following themes: spatial and population presentation, branches of industry,
popular economy and modern economy, economic geography, public expenditure, economic prospects and spatial

analysis. Moreover the instrument panel incorporates a certain number of definitions that make its reading easier.
The annexes offer the opportunity to present summary tables with worked out figures on the main variables:
population of the local authorities and the hinterland, long term population growth rate, added value according to the
sectors of production by making a distinction between city and hinterland and between economic sectors, analysis of
public expenditures; analysis of the resources of local authorities.

By proposing on the one hand tools to identify and discuss stakes and their carriers, and on the other a prospective
and dynamic vision of economy and local society the ECOLOC program offers the means to identify the action
levers, and particularly the ones that local authorities may mobilize in order to make their areas more livable, more
competitive and more attractive. The ECOLOC program thus highlights the relevance and the possibility to put in
place a Local Development Framework, LDF, a local declination of the Comprehensive Development Framework,
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CDF, which is proposed for the national level. The local development framework should be used for grassroots
development plans and municipal investments and should be the mainspring of the dialogue with central
administration, development partners and stakeholders in decentralized cooperation. It should most especially help
in preparing in good conditions the renewal of the dialogue with the cities and local authorities in respect of the
agenda within the framework of the initiative "Cities Alliance" proposed by the World Bank and the United Nations
Center for Human Settlements, with the support of the community of bilateral partners.

The funding of decentralization through local tax in Africa still remains therefore a problem.
Th salient problems of local tax system are:

-

Fiscal incivism. Most of the African countries underwent or still undergo major social
and political crises whose echo is a calling into question of the central state and its main
prerogative that is tax.
Local authorities still suffer from this situation because the
structure of their levying system based on domestic economic activity contrary to the
central state whose resources come predominantly from import and export taxes.

-

Structure of the local tax system. By and large the share of taxes is detrimental to local
authorities. Central administration allocates to itself the most productive taxes and leaves
for the local authorities the least productive taxes and the taxes which are difficult to
collect. Furthermore, very often, the central administration does cancel
certain local taxes, such as most of poll taxes, without consulting local authorities
and at times without compensation.

-

Fiscal system. It is generally very complex with a large number of taxes, that translated
into reality an increased weight of the tax system on a small number of taxpayers.
Consequently one observes a proliferation of local taxes with often very poor yields
instead of setting up manageable taxes that will yield a sufficient level of tax revenues.

-

Determination of local taxes. In most African countries, local authorities are not
responsible for the calculation of local tax rates. The local tax rates are generally
determined by the legislative power namely the national assembly. By reducing the direct
relation between the local choice of the level of service and the level of local tax, this
"local" application of national norms, is not naturally conducive for raising the awareness
the local authorities in terms of accountability.

-

Instrumentation of local taxes. In most African countries, the fiscal chain is utterly
controlled by units of the central government. In fact, because the legal regime of local
finance generally falls under public finance and under the generally established pretext of
the poor institutional capacity of local authorities, the identification of taxpayers, issuance

of tax assessments and tax collections are generally carried out by departments of the
central government, which are too remote from local realities.
2.2 - Resources which are shared by the central government and local authorities

National strategies in terms of resources which are shared between the central government
and local authorities are twofold:
Additional taxes on some central government taxes which are refunded to local authorities,
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Taxes which are shared between central government and local authorities

The practice of additional taxes is generalized in Africa; there are very few experiences in the field.
The practice consists in charging a surtax on a central government tax for the benefit of local
authorities. Thus, it is the initial amount of the central government tax that continues to accrue in
totality to the central administration, and it is only the surtax that is refunded to local authorities.
In Cameroon the system of additional taxes to central government taxes (value added tax, personal
income tax, corporate profit tax, gambling tax) helps in refunding to local authorities amounts nearing
per annum CFA F 12 billions (more than US $ 17 million). These resources are refunded to FEICOM,
the Intervention and Capital Development Fund for Municipalities, which is in charge of ceding them
back to the municipalities.

Other types of additional taxes are found in some African countries and are generally surtaxes on the
invoices of some local public services paid by users of utilities such as water, electricity, etc. These
amounts are subsequently refunded to local authorities in the form of subsidies for capital expenditure
or investment, more particularly for the extension of the networks local public services.
The shared taxes are taxes whose yields are shared between central administration and local
authorities; the allocation terms are generally defined by the national assembly. Thus, the sharing
(which is generally inequitable) between central administration and local authorities is for well defined
local taxes. The terms of shared taxes therefore cover territoriality (taxes collected on the municipal
territory) and sharing (equitable or inequitable).

In Senegal, their number and weight are negligible in all local resources. Thus, 50% of two taxes are
refunded to municipalities. This mechanism embraces motor vehicle tax and property capital gain
tax. The yield of these refunds accounts for only 4% of average local resources.
The same is applicable for most of the countries where the yield of these shared taxes in local
resources is very poor, generally not exceeding 3% of local resources.
However, Cote d'lvoire singles out with a specific situation, as there exists no true local taxes.
Actually, if the weight of local budgets is among the highest in West Africa, one must however note
that Cote d'lvoire is the only country where local authorities do not have their own local tax system.
All taxes (franchise tax, license, property tax) are taxes which are shared with the central
administration. The terms of sharing often change in favor of the central government without any
prior consultation with local authorities. These shared taxes account for approximately 65% of the
average local resources of all local authorities of Cote d'lvoire.
Often, shared taxes are shared by local authorities, to the exclusion of the central administration. Thus
in countries having several levels of local authorities, shared taxes are established for the benefit of
several levels of local authorities. Thus in Mali, 40% of franchise tax and 20% of motor vehicle
license tags henceforth accrue to the decentralized level made up of the regions.
The problem of shared taxes and additional taxes is the same in consideration of the analysis of some
studied experiences:

By and large for both additional taxes and shared taxes, it is difficult to reach an
agreement on the amount refunded to local authorities. Actually local authorities do
not have a reliable estimate of these amounts because only the central government

that controls the whole chain has information on the yield of these taxes.
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This therefore raises the problem of the control of the refunds to the local authorities. In
most countries, there is no institutional mechanism to control the refund of the payable
amounts to the local authorities . No national body is in charge of the general control of
the financial relations between the central government and local authorities.

And lastly there is also the problem of the procedure for claims.

In most countries there

is no means for the control of these refunds to the local authorities and the outstanding
payments which are summarily estimated, often amount to several tens of billions of CFA
Franc.

2.3 - Central government transfers to local authorities
There are various reasons that justify the merit of the financial transfers from the central government

budget to the one of the local authorities: local authorities perform a certain number of duties on
behalf of the central government i.e. registry office, property policing, maintenance of public order,
etc.; local authorities participate in the implementation of national policies and therefore contribute in
the attainment of the objectives of national development. In this respect, central government is under
a duty to support the local implementation of national policies; central government has to ensure an
evening out between local authorities in order to correct the imbalances that may crop up as a result of
split grants between local authorities in terms of natural, economic, or human potentials. The financial
transfers of the central government to the local authorities may take several forms:
general grants as contributions for the operation of local authorities;
assistance funds for participation in funding targeted on certain investments or on support for
certain policies;

equilibrium subsidies as contribution for the balancing of local authorities budgets;
refund to the local authorities of resources mobilized in the form of loans and subsidies

by the

central administration from development partners for urban and municipal projects.
A system of

transfers is established in Senegal for the benefit of local authorities.

The most

important of these transfers is called grant funds for decentralization. They account for almost 45%
of all transfers. The laws on decentralization defined nine (9) powers which are transferred by the
central administration to the local authorities. The central government accepted to delegate to the
local authorities the equivalent of what it spent for the discharge of the nine (9) powers when the latter
were exercised by units of the central administration, say an annual grant of approximately CFA F 6

billions (US $ 8.5 millions). However, only 3 billions were paid to the regions. This is allocated on
the basis of 70% in equal shares and 30% proportionately to the surface and population of the region.

Several other instruments are established in addition to the grant funds for decentralization. This is the
case of the inter-municipal evening out fed by a part of the property tax collected by the central
government and which is later allocated to the municipalities whose number of taxpayers eligible to
the payment of the fiscal minimum tax is lower than a given number.

There are two other instruments

namely the assistance funds and the Capital Development Fund of Local Authorities, FECL.
The annual amount of all Senegalese central government transfers to the local authorities has

increased steadily since 1994. Taken as a whole these cumulated amounts rose from CFA Franc 1
billion in 1994 to roughly 7 billions in 1997. Apart from the grant fund that accounts for half of the
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total amount, the general allocations have more than doubled during the period, rising from 900

millions to more than 2 billions in 1997.
The noted sharpest increase was in terms of capital
allocations. In fact with a view to improving the infrastructure environment of local authorities, the
central administration allocated in 1997 almost CFA F 1.6 billions, what amounts to a multiplication
by ten of the total amount during the period.

In Cote dTvoire, a general grant for operation (DGF) is allocated every year to local authorities. It is
calculated on the basis of 2% of effectively collected tax revenues by the central government during
the year before that preceding the year of the payment of the grant. It is an amount of CFA F 30
billions (approximately US $ 43 millions) that is paid every year to the local authorities of Cote
dTvoire under the mechanism of the general grant for operation.

In Mali, the central administration set up a grant system for local authorities. This amount rose from
CFA F 950 million to more than 2.5 billions in the year 2000. The 19 urban municipalities of the
country are excluded from these grants because they are considered to be relatively richer than others.
These grants are attributed to the eligible municipalities on the basis of two allocation systems: the
first is equitable and is meant for financing the fixed charges of municipalities and the second on
population pro rata basis.

Furthermore, a National Investment Agency for Local Authorities (ANICL) is in the process of being
set up for the purpose of managing the Malian state subsidies allocated to local authorities for the
financing of local investments. The initial outlay of this fund which was CFA F 4 billions (a bit more
than US $ 5.5 millions) per annum will be adjusted annually on the basis of the absorption capacity of
municipalities and the availability of resources with the central government. The fund is fed with
resources of various sources: central administration, European Development Fund (EDF); United
Nations Capital Development Fund (UNCDF).

Several criteria for the allocation of subsidies to local authorities are taken into account.

(1) An

incentive criterion in order to increase the internal capacity for mobilizing local resources, (2) a

balancing out between rich and poor local authorities with due consideration of the level of equipment
and lastly (3) a criterion taking into account the scope of the request; population.
In South Africa, a system of allocation of national resources is established in 1997 and is managed by
the Fiscal and Financial Commission, FFC. Thus a new system of intergovernmental transfer for the
1998/ 99 financial year was successfully implemented. An amount of more than one billion Rand was
equitably allocated to municipalities on the basis of objective criteria.

The 1999/ 2000 financial year
witnessed a substantial increase of this amount which, by almost doubling, helped in redistributing
approximately Rand 2.3 billions.

This system of subsidies for the local authorities helped in reinforcing the financial situation of most
local authorities, particularly rural municipalities and small urban municipalities. One must point out
that a significant part of these subsidies is meant for assistance to the poorest local authorities to
enable them to provide a minimum level of public services for the destitute. The other component of
these subsidies is meant for municipalities that have institutional weaknesses and/ or a deficit the of
infrastructure which is required for their operation.

Besides, there are several conditional subsidies: a system of subsidies which is specific to 293 rural
municipalities, "Local Government Transition Grant' and the subsidies of the Ministry of Water,
Forests and Land Matters. Several other subsidies are allocated to municipalities via Provinces. Thus
for the 1998/ 1999 financial year, the central administration paid a bit less than one billion to the
provinces as assistance for the funding of
administrations in the 293 rural municipalities.

provision of local services and support for the local
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For the years ahead, the South-African authorities are working for the setting up of a single system of
subsidies for municipalities on the basis of these multitudes of conditional grants.

In Ghana, the central administration pays every year to the "District Assemblies" a global grant
equivalent to 5% of its receipts, what amounts to Cedi 100 billions (US $ 33 millions). The sharing
of this grant is carried out on the basis of a formula that takes into account three important criteria
which are, the pressure of the demand of services (measured in terms of the size of the population), the
equalization factor (in terms of equipment and social services compared with the national average), the
responsibility factor (to what extent the "district assembly" attains its objective of mobilizing its own
resources).

These transfers represent almost 60% of the total resources of Ghanaian local authorities.
transfers are meant for the funding of the priority sectors of education and health.

These

In Eastern and Southern Africa, the transferred powers are subject to financial compensations to local
authorities. Thus in Botswana the financial assistance of the central administration to local authorities
is discharged via three mechanisms: (1) a system of subsidies to compensate the charges of the
transferred powers (Revenue Support Grant), its yield amounts approximately to half of local
resources, (2) a system of loans (the Public Debt Service Fund) to local authorities, (3) and equipment
subsidies.

In Uganda, the central government also put in place three assistance mechanisms for the local
authorities (1) unconditional subsidies are allocated to insure a minimum standard of local services,
(2) conditional subsidies to finance joint programs of equipment between local authorities and central
administration, and (3) subsidies to offset gaps of the level of service among local authorities. The
total Ugandan state subsidies to local authorities amount approximately to 66% of the total resources
of local authorities. Out of these subsidies, 25% are conditional and 75% are unconditional.
In Zimbabwe, the central state transfers to local authorities account for roughly one third of local
resources. These transfers are made up of more than 80% of specific subsidies. They are of several
types:

Unconditional (or general) subsidies which are left to the sole discretion of local authorities.
These are attributed primarily to the rural districts which are ranked as the poorest.
The grants for investment are allocated exclusively for the financing of infrastructures. They are
to be used as investment revenues of local authorities,
Lastly, conditional subsidies are allocated for very specific expenses: health, education, etc...

They are generally meant for offsetting the deficits in the provision of some social services.
In North Africa, Morocco has a long experience of resource sharing between central state and local
authorities. The principle of transfer of a percentage of the yield of Value Added Tax (V.A.T.) was

adopted right in 1986 when the VAT was established. Since 1988, 30% of the yield of the VAT have
been transferred to the local authorities, what represents on average almost half of the local resources.
The yield of the transferred VAT to local authorities is allocated on the basis of 70% for running
charges and 30% for equipment program. The grant for the operation of municipalities is based
among other things on the tax potential (an amount of balancing out between municipalities) and the
promotion of municipalities' own resources (an incentive for the improvement in the collection of
local resources).

The transversal analysis of these systems of subsidies for local authorities in African countries
helps in underscoring the following features:
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=> The determination of the amount of national subsidies for local authorities. There are two
groups of countries: (i) the total amount of subsidies to local authorities is a percentage of
national taxes on the pattern of Cote d'lvoire, Morocco and Ghana; (ii) the amount is set
via ad hoc decisions in countries such as Senegal, South Africa and Botswana.
=^> Subsidies of the central administration to local authorities take several forms:

•

Full or part repayment of cost.
These subsidies may be attributed in the form of
repayment of expenditure. This is applicable in Morocco, Mali, Botswana, Zimbabwe,
where the full or part of the amount of subsidies is spent on reimbursing the costs of
delegated services,

•

Formula. In some countries central state subsidies to local authorities are determined, for
each of them, through a formula taking into account one or several objective criteria.
These countries include South Africa, Zimbabwe, Cote d'lvoire, etc...

=> The set objectives for the system of state subsidies for local authorities are of various
natures depending on each country:

•

a system of state subsidies for local authorities may have as sole aim to match the charges
which are induced by the transfer of responsibility. This is to some extent the case of
countries such as Morocco, Mali or Zimbabwe.

•

In some countries, subsidies are to meet the concerns of social justice.
In this case,
subsidies incorporates components for the reduction of spatial disparities among local
authorities. Thus in Senegal there is a balancing out fund, and in the great majority of
other countries the allocation formula of subsidies for local authorities always include an
amount of evening out,

=> for some countries, subsidies are subject to conditionalities.
•

At times central subsidies for local authorities are linked to very specific expenditure. For

Senegal and Zimbabwe, what is applicable is the funding of some well specified projects,
•

in other cases, these subsidies entail incentive elements for the reinforcement of the
financial autonomy of local authorities, for instance improvement in the collection of local
taxes. The countries for which this is applicable include Ghana and Morocco.

=> The predictable character of these state subsidies for local authorities. In most countries,
these subsidies are subject to high fluctuations depending on the state of the central
government public finance.

Table 1 : Examples of central state subsidy systems for local authorities

Percentage of national tax(es)

Ad hoc decision
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A

-

Cote d'lvoire, Ghana, Morocco

Mali, South Africa, Zimbabwe,

Morocco,

Senegal, Botswana,...

D

H

Origin of the collected tax

Formula

Full or part repayment

Ad hoc decision

2.4 - Mobilization of external resources for the financing of local authorities
In most African countries, the central state plays an active role in the mobilization of external
resources for the financing of local authorities.
Several urban and municipal projects are in the
process of being implemented in these countries. They represent a significant contribution for the
funding of investments and for improvement in the management of local authorities.
Thus in Senegal, it is on average CFA F 11 billions (US $ 15 millions) that were annually mobilized

via the 3rd urban project or Agetip projects financed jointly by the World Bank and bilateral partners.
Through this mechanism the Senegalese state injected into the profit of local authorities some CFA F

44.75 billions (US $ 64 millions) from 1993 to 1996. The municipality support project (4th urban
project) which is underway mobilizes not less than CFA F 55 billions (US $ 75 millions) for the
benefit of the country's municipality.
In Cote d'lvoire, the PACOM or Assistance Projects for Municipalities (World Bank) and the PDCC
or Development Projects for Coastal Municipalities

(European Commission) have helped in
mobilizing respectively CFA F 27 billions (US $ 37 millions) and CFA F 21 billions (EURO 28.5

millions) for financing municipal investments. In Cameroon the 1st and 2nd urban projects jointly
financed by the World Bank and some bilateral co-operations have helped in investing in the main
Cameroonian cities, between 1982 and 1995, up to CFA F 84 billion (US $ 120 million).
In Burkina Faso, thanks to the intermediation of the National Decentralization

Commission, the

central administration succeeded in mobilizing the equivalent of up to CFA F 2.5 billions (US $ 3.6
millions) with bilateral partners for the funding of the take off of the 33 municipalities.
Two
instruments were set up for this purpose: FODECOM and SAGECOM.

Furthermore, the projects

'Faso Baara 1 and 2' have helped in funding CFA F 25 millions (US $ 35 millions) of municipal
investments in the main cities of the country.
In South Africa, the European Investment Bank funds projects amounting to more than EURO 10

millions, up to a maximum of 50% of the total cost of the project, on the basis of financing programs

covering 10 to 20 years. It granted credit lines to ELKOM (EURO 56 millions) , to IDC1 (EURO 15
millions), to FNB (EURO 15 millions) and to DBSA (EURO 30 millions).
Bank (EIB) signed in March 1998 in Pretoria, a loan agreement of

The European Investment
Rand 2.6 billions with the

Republic of South Africa for the development of its infrastructures. This amount shall cover the 19981999 period and is a follow-up of the loan of Rand 1.65 billions for 1995-1997.

1 IDC : Industrial Development Corporation, a bank specialized in the financing of SMEs in the
agribusiness, tourism transportation and mining sectors.

industry,
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The European Union awarded a grant of Rand 2 billions for a period of three years within the
framework of development projects. It also granted early 1998 Rand 48 millions for a period of 3
years to 5 NGOs that intervene in the basic care sector of the province of Western Cape. Japan also
awarded a loan of Rand 250 millions for modernizing the railway line network in the province of
Gauteng.

Lastly, in West and Central Africa, the establishment of execution agencies in Africa in
collaboration with the World Bank has been a major contribution in the improvement of the
state of infrastructure of African cities.
The initial aim of these agencies designed as
instruments for incorporating social dimension in the various structural adjustment programs,

was to commission labor-intensive works and to strengthen the training of the multitude of
small and medium-sized enterprises that generate a significant amount of employment in
urban areas.

They numbered 15 and are set up in the following countries: BENIN, BURKINA FASO,
BURUNDI, CAPE VERDE, CENTRAL AFRICA REPUBLIC, DJIBOUTI, GABON,
GAMBIA, MADAGASCAR, MALI, NIGER, SENEGAL, CHAD, TOGO. The objectives
which are set for these agencies at the time of their creation correspond perfectly to the
solutions that may be applied today to the problems of African cities: (1) promotion of the use
of local manpower for the implementation of works with the key concern of reducing urban
unemployment; (2) the preferential use of local small and medium-sized enterprises(SMEs)/
small and medium-sized industries (SMIs) in the field of Building and Public Works for the
construction works; (3) the injection, as much as possible, of revenues into local economy
through the preferential use of local materials; (4) mobilization of local resources for the
purpose of investing them primarily in the maintenance of set up infrastructures. The action
of these agencies which have since their establishment, worked mainly with local authorities
helped in generating an investment in infrastructures amounting to almost CFA F 500
billions.
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3 - Access of local authorities to credit
In the literature on fiscal decentralization, the use of credit by local authorities - in the same way as
the prerogatives of local authorities in terms of expenditure and credit - is viewed as factors that may
hinder the central administration ability in implementing a true macro-economic policy.
Thus several authors (Tanzi, 1996; Wonnacott, 1972 ; Prud'homme 1998) are of the view that the use
of debt by local authorities undermines the budget discipline of the central state. According to them, in
a decentralized budget environment, the access of local authorities to the credit market entail
important risks for macroeconomic stabilization because of the constitutional division of powers that
seriously limits the possibility to ration this credit; even if this is not utterly true for Africa where the
central state puts in place various restrictions for credit to local authorities.
These risks are said to be much higher in Africa where local authorities depend to a large extent on the
resources allocated by the central state. In the context where the bulk of local resources come from
the central state, the market does not internalize all the bankruptcy risks even if the latter are high; it
always thinks that the central state will come to the rescue of local authorities in case of bankruptcy.
Another argument advanced by the proponents of less credit for local authorities lies in the corollaries
of vertical imbalances that exist in most developing countries. Actually in many countries, the
decentralization of responsibilities in terms of expenditure precedes the power of taxation. Worse
still, in some countries, the central state merely decides to hand over some of its responsibilities in
terms of expenditure to the local authorities without transferring sufficient resources for the fulfillment
of these responsibilities. The consequences of this vertical disequilibrium in favor of the central state
generally prompt locally authorities in resorting systematically to deficit by accumulating an excessive
and constant indebtedness.

This is the prevalent case in most African countries where law often makes mandatory the immediate
transfer of responsibilities whereas the decrees and bylaws on the transfers of resources are generally
delayed before they are passed out.

Generally even when they are passed into law the financial

adjustments do not cover all the expenses induced by the transferred powers.
However the African context is fast evolving: the process of the continent urbanization is underway.
One expects during the years ahead that 1 out of 2 Africans will live in a city.

No sustainable

development strategy of Africa may be drawn up without taking into account urban areas.

As at

today African towns produce 2/3 of the GDP and this proportion will easily rise to 80% during the

decades ahead. In other words cities are a key deposit of potential wealth. The huge potential of the
productivity of African towns is highly jeopardized with the deficiency of urban areas in
infrastructures and equipment.
The consequence of the successive crises of central state finance is
the reduction by 4 of the equipment effort in comparison to the 70s.
Moreover, the maintenance effort in favor of municipal capital assets is at levels which are
incompatible with the requirement to maintain in a state of operation the investments which are

already made. The studies conducted on local economies (ECOLOC) reveal that the amounts reserved
for the renewal and repairs of existing equipment are insignificant. A town of 100,000 inhabitants
budgets barely CFA F 30 millions per annum whereas this effort level should be up to CFA F 2
billions. The consequence is a rapid depreciation of local capital assets.
This is why when faced with the scarcity of central state public resources and Official Development
Assistance (ODA) the only realistic way that is capable of meeting the challenge is the access of local
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authorities to municipal credit. African urban municipalities should quickly enjoy the power to

contract loans and to be able to repay when due.
Credit is worth recommending because the
populations that will be called to repay will be more in number than the populations that contract the
loan and without being excessively optimistic - this population may be richer (or less poor).

Several options are theoretically possible for local authorities that want to have access to credit:
Stock and bond market. It is traditionally reserved for local authorities that have the best
guarantees and which are likely to borrow large amounts. However this market is expensive and
ill-adapted for social investments whose rates of return are low,
The market of insurance companies, pension fund, insurance banks. Generally there are not many
institutional funds in African countries, and the few that exist are oriented towards more profitable
investments,

Foreign donors. The latter are not very keen in lending money to local authorities whose financial
autonomy is yet to be recognized.

However, these sources of credit are actually ill-adapted for the specific nature of nascent
African local authorities. Three strategies are set up in Africa:

3.1 - National credit lines for local authorities

Like Western countries one century ago, the need to set up a financial intermediary that collects and
manages the funds which are meant for local authorities arose. These are generally public resources
that the central state transfers to local authorities.
Thus specialized systems of loans for local
authorities have been established with the inception "Credit Fund" that does or does not enjoy legal
status and financial autonomy. This Fund grants loans to local authorities. The first experiences were
the ones of Tunisia and Rwanda.

In Tunisia, The Fund for Credit to Local Authorities (CPQ was set up in 1902. It later underwent a
transformation in May 1975 into the Fund for Credit and Assistance to Local Authorities (CPSCL)
with legal status and financial autonomy. These resources come from state transfers, the recycling of
previous loans granted to municipalities (yearly payments of capital and interests), loan contracted
from foreign donors, the yield of the financial operations which are made within the framework of its
powers, and any other revenue which is established or allocated under the law.
In addition to its vocation to lend out money and to allocate subsidies for municipal investment
programs, CPSCL (Fund for Credit and Assistance to Local Authorities) grants subsidies on interest
rate for loans that local authorities contract from other organizations.

It also provides a technical,

economic and financial assistance for the investment projects that it funds.
In Rwanda, the Development Fund for Municipalities (FDC) was established in 1977. It enjoys legal

status and financial autonomy. The breakdown of the sources of its financial resources are 40% from
contributions of local authorities, 50% from central government budget grants and lastly resources

from various donors. Thus up till 1987 the Rwandan urban municipalities could freely contract loans
with Popular Banks with the guarantee of the Development Fund for Municipalities (FDC).
Yet in most countries two major constraints surfaced against the smooth operation of these credit lines
for local authorities:
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-

Generally the management of loans suffered a major laxity because the mechanisms for awarding
loans turned out to be opaque. In fact, there are few objective criteria that help in determining the
access of the various local authorities to the mechanism that is set up,

-

Furthermore most local authorities do not have a culture of rigorous local management that is
compatible with the yearly repayment of loans. Besides, several "inherited and hidden debts" that
local authorities owed to - the corporations of water, electricity, telephone, etc... - have
undermined their credibility vis-a-vis the central state.

The Tunisian Fund for Credits to Local Authorities (CPQ

Established in 1902, the Fund for Credit to Local Authorities (CPQ was transformed into the Fund for Credit
and Assistance to Local Authorities.

This body was later strengthened institutionally within the framework of a municipal development project
(MDP) of the World Bank as from 1992: a loan agreement between the Tunisian Republic and the World Bank,
and a project agreement between the International Bank for Reconstruction and Development (IBRD) and the
Fund for Credit and Assistance to Local Authorities (CPSCL) were signed on 7 October 1992. The CPSCL
continued to be a parapublic enterprise enjoying financial autonomy.

The three components of CPSCL are (1) the institutional reinforcement of municipalities and relevant units of
the ministries of finance and internal affairs, 3% of the project (2) the institutional reinforcement of CPSCL, 1%
of the project and (3) priority investments of municipalities in the areas of infrastructures, 96% of the project.
The objectives of CPSCL are to grant interest rate subsidies on local authorities' loans raised with bodies which
are different from the CPSCL and to provide technical assistance to local authorities for the appraisal of the
technical, economic and financial feasibility of their investment projects. The distribution of the financial
amounts are as follows: subsidies 38%, loans 55%, reimbursement of external loans 5% and miscellaneous 2%.

The resources of CPSCL come from transfers (25%), recycling of previous loans awarded to municipalities
(yearly payments of capital and interest, 19%), loans raised from foreign donors (55%) and the yield of financial
transactions made within the framework of its powers and all other revenues (0.90%).

The procedure for the allocation of funds begins with the preliminary and final evaluation of projects and the
issuance of an opportunity advice submitted to the board of directors. The loans and subsidies are granted after
the approval of the board of directors of CPSCL and ratification by a joint ministerial order by the ministries of
finance and internal affairs.
The terms of financing are twofold:
The loan application must be accompanied with an extract of the resolution of the council of local

authorities indicating the amounts requested as loan or subsidy as well as the object of their use, a technical,
economic and financial study of the project to be financed, giving indications on the project implementation
term, a statement on the financial situation of local authorities, a statement on the service of current debt, a
statement on received subsidies.
The amounts are set on the basis of the nature and cost of the project and in accordance with the general

conditions for the award of loans defined by the CPSCL board of directors; the loans are awarded within the
limit of the fixed annual budget which is approved by the CPSCL board of directors; the term and loan
interest rate vary and depend on the type of each investment.

The CPSCL activity report was positive for the 8th plan with a disbursement rate of 80%, say Dirham 266.4
billions for the budgeted 335.1 billions. For the 9th plan (1997-2001) there is a budget of approximately Dirham
470 billions made up of up to 57.51% as loans and 42.49% as subsidies.
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3.2 - Mixed credit funds for local authorities

After he original generation of credit funds for local authorities which were financed by the central
state, emerged in Sub-Saharan Africa a second generation which was set up thanks to national
interventions of the World Bank and within the framework of its urban and municipal development
projects.

Thus in most countries, one witnesses the emergence of similar systems for funding local authorities
whose financial resources come from grants of the central administration and external resources.
Often these credit systems evolve simultaneously with other systems of financing local investments,
with however the objective of a total overhaul of these various mechanisms of budget financing in
favor of a single mechanism.

For the purpose of meeting the self-funding requirements of the credit systems, the emphasis is laid on
the collection of costs. Thus reimbursement is planned within the shortest possible time and the grace
period is the shortest. These requirements are ill-adapted for quasi-commercial interest rates which are
used and the short period of reimbursement (7 to 15 years) for public investments.
In terms of collection and more particularly in Francophone countries, institutional provisions in the
decentralization laws help the regulatory authority of local authorities to compulsorily post in the
municipal expenditures debt service. The latter which is considered as compulsory expense is
therefore automatically registered by the supervisory body. Better still, the regulatory authority may
ask the ministry of finance to directly deduct the amount of debt service (thanks to the principle of the
system of one way accounting) from the tax revenues of the municipality.
The analysis of these different national experiences highlight the following points:
Generally the credit mechanisms target solely urban municipalities and revenue generating public

investment projects (markets, vehicle stations, abattoirs, etc..) before their final enlargement to
embrace all local investments.

Local authorities have in practice less autonomy in terms of funding through credit. Actually the
combination of natural financial requirements (profitability of investment, control of indebtedness,
etc...), criteria for resource allocation, national objectives, etc..., remove a significant part of local
authorities autonomy. In Francophone countries, the donor who is supported by the administrative
management committees rules on the regulations to be applied for the lent out resources, the terms
and conditions of loan, and even the grids of state subsidies,
The requirement of a compensation from the borrower (local authorities) generally came up
against the laxity of the lender and the intervention of the donor, even of the central state that
handles this contribution whereas experience has shown that local authorities are capable of
mobilizing important contributions provided the loaned volume is rigorously index-linked on the
municipal contribution for the projects on its priority list,
On the established grounds that recipient local authorities lack the required experience and human/
technical means, the analysis and establishment of projects are entrusted, under the cover of
assistance, to a project managership that is delegated in theory but actually imposed. These
practices are less favorable for a true municipal involvement.

On the whole, the performance of the experiences of "credit funds" for urban local authorities of SubSaharan Africa remains modest. In fact, the volumes of loans are restricted by the conservatism of
donors and the immediate repayment capacity of local fauthorities, the numerous practices that
affected significantly the autonomy of local authorities in terms of credit, the parallel existence of
more favorable competitive sources of funding, a very centralized management, intervention of the
central state, etc...; account for the fact that the use of credit has remained marginal.
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The Municipal Credit of Belgium

The Municipal Credit of Belgium {Credit Communal de Belgique), a public institution, is a limited liability
company that was incorporated in 1860 for a term of 99 years. It is he oldest institution for the funding of local
authorities. Its term was extended for 30 years in 1959 and it became later a limited liability company whose
object is to promote through appropriate credit operations, investments and current implementation of the
budgets of provinces, municipalities, regional bodies and institutions which are supervised by regional
authorities or which have similar characteristics.

From a structural point of view, the Belgian Municipal Credit (or Credit Municipal de Belgique, CCB, in French;
or Gemeente Krediet in Dutch) appears like a cooperative.
Actually its shareholders (all the Belgian
municipalities and provinces) are at the same time its clients.

The Belgian Municipal Credit is organized as a private enterprise governed by commercial law and banking
practices. It operates as a financial intermediary by lending out the money that it collects from the market.
The activity of the Belgian Municipal Credit is made up of either subsidies granted by a senior authority, or
loans raised at the Municipal Credit... (1) Extraordinary subsidies are of two types: subsidies on capital which
are paid on a "subsidies and credit funds" account by the authority granting the subsidies (central state, region,
province, etc...), opened at the municipal credit on behalf of the administration. Subsidies in the form of yearly
payments.
In this case the recipient raises at the municipal credit a loan whose charges - depreciation and
interests - are paid by the authority that grants the subsidy. (2) Local authorities finance the expenditure side in
investment which is under their control by raising a loan at the Belgian Municipal Credit. A municipality may
also raise a loan for the benefit of an organization that does not present the necessary guarantees for obtaining
alone a loan. The loans are repayable by yearly installments, or at a single repayment date. The term of the loan
may not exceed the useful term of the investment and generally varies from 3 to 30 years.

The conditions for granting loans are: loans may only be used for funding extraordinary expenditures (namely
investments), their repayment must be sufficiently guaranteed, their term may not exceed the one of the useful
effect of the investment, the entirety of the expenditure must be financed i.e. the exact amount of the expenditure
must be known during the application for loan (award, quotation, etc...) and when the expenditure is subsidized,
the subsidy must be subject to a firm promise of the competent authority.
The analysis conducted by the
Belgian Municipal Credit is limited to the capacity of the loca! administration to bear the financial charges of the
loan.
Under no circumstances does the bank make a judgment on the timeliness of the expenditure to be
financed with the credit.

The loan guarantee is made up of the delegation on the centralized ordinary revenues of the municipality that is
raising the loan. This centralization is carried out by virtue of Article 139 of the law on municipalities which is
the fundamental law of local authorities. Other revenues are centralized at the municipal credit following an
agreement. The borrower authorizes the Belgian Municipal Credit to deduct directly from the accounts of the
borrower the necessary amounts for the reimbursement of the loan.
Since the first of January 1986 interests are due on the amounts which are effectively deducted and the rates are
fixed in line with market conditions. Henceforth the credit rate is known right at the time it is granted and a

discount for good collaboration is granted in comparison to the reference rate, based on the secondary market.

3.3 - Access to financial market

At the dawn of the 21st century, more than US $ 2,000 billions of municipal bonds are in circulation in
the world, including barely 1% in Africa.
This marginalization of Africa by the financial markets
brings to the limelight the need to review today the system of funding urbanization and local
development. The investments on local functions are still dependent on the decreasing and uncertain
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grants from the budgets of central administrations, and most especially "projects" financed by donors.
The re-establishment to acceptable levels of local public investments, consistent with the challenges,
constitutes an objective to be attained in the medium term.

Local authorities' access to credit

A large variety of credit instruments which are used by local authorities are listed in the international literature
on public finance (Darche, 1997). For instance the current editions of "US Environment Protection Agency"
identifies roughly 21 types of municipal bonds, 17 types of loans, 14 types of public/ private partnerships, etc...

These instruments on the access of local authorities to credit in the developed countries do not exist in Africa.
On short term macroeconomic management grounds, African countries and developing countries in general use
several mechanisms to determine the ceilings and to ensure their observance, depending on the institutional
framework that governs the relations between administrations and the balance of political powers.
These mechanisms are set up, because in the developing countries in general and in Africa in particular, the
market discipline does not allow the control of local authorities indebtedness. According to Lane (1993), a
certain number of conditions must be met:

«markets must be free and open, and the financial intermediaries must not be subject to regulations (such
as the setting of compulsory reserves or other regulations relating to the composition ofportfolios) that
places local authorities in a position ofprivileged borrowers;

potential lenders must have sufficient information on the outstanding debt and the repayment capacity ofthe
borrower,

it must be clearly established that the central administration will not bail out the borrowers in case of
imminent default of the latter.
The fact that a central administration accepts the obligations of a
municipality for the repayment of a loan produces an external effect on the remaining taxpayers of the
country.

the borrower should not enjoy institutional structures that enables it to adjust the economic policy
depending on market signals before its situation becomes such it can no longer borrow. »
These prerequisites are actually inexistent in Africa and often local financial data are not available.

In most countries, local authorities may legally borrow at the institution of their choice, but in practice,
the funding is granted in virtually all cases by Credit Funds. The resort to credit is controlled by a
series of cautious rules, and requires the prior agreement of the supervisory ministries.

The most current experiences in African countries are mixed; these relate to cases where Credit Funds
or Banks search for resources in the financial markets in order to lend them out to local authorities.
Southern Africa is one of the rare regions in Africa where local authorities have access to credit and
financial market. The experience of the "Development Bank of Southern Africa (DBSA)" is also
interesting in this regard. Following the general elections of 1994, the new regime of South Africa
decided to stop all financing at the DBSA, instructing leaders to find alternative solutions particularly
the market of national and international capital. From 1998 and the organization of the state financial

sector that witnessed the closing of the "Local Authorities Loans Fund (LALF),"
the Bank
experienced an unprecedented development. All the loans awarded by the DBSA amounted to some
Rand 2.46 billions ($ 350 millions) in 1998.
The total sum of the loans granted for South Africa
amounts to approximately Rand 1.90 billions ($ 290 millions) including Rand 1.09 billions ($ 150
millions) for local authorities. Out of the sums lent out to local authorities, only a percentage of 3.5%
is affected by collection problems.
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South Africa is one of the rare countries where a funding program for infrastructure needs is
established through loans raised with banking markets, development banks and through bond float.
The bonds are issued with the assistance of the "Industrial Development Corporation, " a bank
specialized in the funding of SMEs of the sectors of industry, agribusiness, tourism, transportation and
mining.

In Cameroon, the FEICOM tried and succeeded an interface experience between local authorities and
financial market. In 1980 it loaned and reimbursed CAN $ 13 millions from the Canadian firm
handling enhancement of operating growth, for a term of 12 years (deferred for 3 years; interest 9%
per annum), and FRF 46 millions from the Credit Commercial (Commercial Credit) of France (term: 5
years; interest: 7.5% per annum).

In Morocco, the Municipal Capital Development Fund (FEQ launched credits on the internal and
external markets. This initiative helped in opening up FEC to the outside world with the award of
loans by the World bank, the European Investment Bank, the Islamic Development Bank and through
the mobilization of credits on the American financial market thanks to the guarantee of the United
States Agency for International Development.

The main constraint of this mechanism of access to external resources is made up of the
following obstacles:

-

Generally municipal float bonds are not produced solely on the internal market which is
often limited; yet the rates of these float bonds on the international market depend a lot,
on the rating of the country, a rating which is generally not good.

-

The risk pertaining to 'State' is a major consideration because with the reimbursements
being made in foreign currencies and central state debt being important, the central state
tends to lay emphasis on the repayment of its own debt.

The experience of the Municipal Development Agency
The Program for Assistance to Municipalities (PAM) is a joint initiative between the Senegalese government,

the World Bank, the IDA and the French Development Assistance Agency.
The Program for Assistance to
Municipalities aims at boosting the adjustment effort of municipalities at the financial and technical levels.
Every municipality willing to benefit from the funding of the Municipal Assistance Program must submit at the
Municipal Development Agency (MDA) a tender dossier with a view to signing a city contract whose main
components are as follows:
A) - Defined by the MDA and the municipality, after a financial and organizational audit, the Municipal
Adjustment Program sums up the commitments of the municipality for: a) - the mobilization of its self-financing
for the implementation of its Priority Investment Program (PIP); (b) the reimbursement of the raised credit for
the implementation of the PIP; c) - the establishment of a capable and performing municipal administration with
the partnership of the private sector. The Municipal Adjustment Program based its action on a city contract and
a convention between the municipal development agency and municipalities, through field missions, and the
Municipal Development Agency follows up its implementation.

B) - A Priority Investment Program. This program which is defined by the municipality with the assistance of
the MDA on the basis of the conclusions of an urban audit that analyses the situation of the urban site, the city
organization, the urban economy, population and needs in terms of space, servicing through equipment and
infrastructures. It is calculated on the basis of the financial capacity of the municipality as it appears in the
financial audit that reviewed the financial situation of the municipality (financial equilibrium and ratios of the
financial situation), its margin to maneuver (analysis of revenues and expenditures), evolution of its maintenance
effort, its outstanding payments and risks, analysis of the monthly situation of its accounts.
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C) - A priority maintenance program.

This program is defined by the municipality with the assistance of the

MDA on the basis of the conclusions of the audits, embraces the priorities of the municipality in terms of
maintenance of equipment and existing infrastructures or infrastructures to be set up. Its amount must be at least
equivalent to 3% of the annual ordinary revenues of the municipality; because of the recurrent nature of this
maintenance and its requirements in terms of sustainability, this program of priority maintenance is financed by
the municipality from its own budget. Follow-up missions of these priority maintenance programs are regularly
organized by the Municipal Development Agency.

D) - Accompanying measures. These are outcomes of the feasibility study with regard to the transversal
supports to national directorates involved in municipal life and recommendations of the organizational audit
(that reviews the appraisal of competence, the organization-chart and the mode of operation of the institution, the
profiles of the municipal personnel; the establishment of management tools and assistance to budgeting and
accounting management; the mobilization of resources through a better identification of taxpayers (drafting of
pre-(tax) assessment registers, system of addressing) and definition of appropriate mode of management of
market equipment.

The Program for Assistance to Municipalities (PAM) has an overall budget of 66.7 billion (IDA: 45 billions,
French Development Assistance Agency 5 billions, central state and municipalities 16.7 billions).
Each
municipality has a budget whose estimate was made in 1996, during the preparation of the project, on the basis
of the results of that year, for the implementation of its Priority Investment Program. All eligible municipalities
have a PAM 1 allocation whereas only the municipalities that could afford to pay their share of self-financing
were entitled to PAM 2 allocation which constitutes actually a premium for good management. For every
municipality the PAM grant was to be calculated on the basis of PAM 1 and PAM 2 sub-grants. PAM 1 subgrant: it is calculated on the basis of an allocation per inhabitant amounting to CFA F 3,550 with a funding
ceiling of CFA F 75 millions per municipality; this sub-grant based on the population is subsidized at 100%
(90% by the MDA and 10% by the contribution from Municipal Capital Development Fund allocated to PAM).
PAM 2 sub-grant: It is based on the capacity to make a monthly payment in accordance with the following
conditions; the maximum monthly payment is not to exceed 6% of the average ordinary monthly revenues; each
monthly payment that is equal to CFA F 28,000 entitles to an investment of CFA F 10 millions; the selffinancing sub-grant is subject to a ceiling allocation of CFA F 4,900 per inhabitant
This sub-grant comprises
10% of self-funding to be mobilized by the recipient municipality in 36 monthly settlements, 70% of subsidies
from the MDA and 20% of credit granted by the MDA over a period of 12 years (144 months) at the rate of
4.25% and repayable monthly.

^

Though local authorities represent a source of diversification for Credit Institutions, the latter
remain very reserved. There are various explanations of this mistrust pertaining to the
financial capacity of local authorities:
1.

The risk 'Local authorities'. This is the general observation that savings (running revenues running expenditures) is low, even often negative because of the shortcomings in local
management and also because of the dependence of local authorities on the central state in terms
of revenues.

2.

The risk 'State' . A municipality may show a positive savings without however having the liquid
assets. This situation is prevalent particularly in African Francophone countries where the system
of one way accounting (maladministration by the state of the resources of local authorities in a
context of crisis of central public finance) may put local authorities in a situation that they cannot
honor a reimbursement of loan.

3.

The risk 'project'. This is due to the existence of two types of investements. For "write off
investments (roads, gutters, education, etc...), in the absence of procedure for the reimbursement
of costs, one may only rely on the savings of local authorities. In the case of investments whose
costs are to be reimbursed, the local authorities do not have the technical and financial capacity to
study project.
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4.

The risk 'banking system'. Generally in African countries, the market is narrow. Actually the
number of dossiers to be processed every year and per country is linked to the number of local
authorities which are likely to initiate projects, a number that is between one and two dozens.
This situation renders less profitable the establishment of true credit networks with specialized
personnel for local authorities.
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4 Budget planning, local public management and
information system
African local authorities are, in accordance with the institutional texts on decentralization, responsible
for local development. For the purpose of carrying out this assignment, they are asked to switch from
a devolution management to a development management. This concept of local management implies
first and foremost that local authorities tackle henceforth management in increasingly more offensive
terms, geared towards the control of future.

The key element of the affirmation of this new mission of the local authorities lies in the quality of
local management whose objective is henceforth to ensure local development and to improve the
living conditions of populations.
This analysis is structured around 4 points, namely the budgeting
and accounting framework, budget planning and adoption, implementation of expenditures and
implementation of revenues and local systems of information.
4.1 - The budgeting and accounting framework

The budgeting framework of local authorities has two sections: an operation section with the
identification of the sources of revenue and expenditure items, and an investment section
which is also organized in terms of revenues and expenditures. Within these sections there is
a division into sections and items, based on the nature of the revenue or expenditure. The
ranking plan of expenditures and revenues per chapter and per article is a product of a general
classification that is common to all local authorities.

The operation section comprises revenues and expenditures.

The operating revenues have

several important headings including:

-

The yields of service provision and operating. These are generally revenues from various
sources declared by the local authorities, namely household refuse collection tax, market
revenues, etc...

-

Local and municipal taxes. These are the yield of all local and municipal taxes namely
taxes on economic activities (franchise tax, license, etc...), property taxes, etc...

-

Central state grants, assistance funds and other subsidies: these are largely conditional or
non-conditional subsidies that the central state pays to local authorities within the
framework of certain public missions,

-

Exceptional yields and others whose character are very uncertain and/ or exceptional;
these are generally revenues for which no budget provisions can be made.

The operation expenditures of local authorities are made up of generally three major
headings:

-

The payroll that embraces salaries, wages and allied emoluments paid to the personnel of
local authorities,

ECA/DMD/PSMHP/OO/OI

Page 26

-

Other running expenses that are water, telephone and electricity charges, all charges that
fall under the provision of local public services,

-

Levying : this is the budget contribution of the local authorities for investment.

The investment section is also organized in terms of revenues and expenditures.

The

investment revenues are:

-

Levying for investment.

This is the budget contribution of the municipality for its

investment; it appears under expenditure in the section of operation,

-

Assistance funds and other subsidies which are specifically for equipment, paid by the
central state to local authorities,

lastly, grants that come very often from international co-operation and decentralized co
operation,

Expenditure of the investment section has the following headings:
-

heavy maintenance that helps in extending the life-span of existing local equipment,

-

new investment that relates to the setting up of new infrastructures by the municipality,
and often the reimbursement of previous loans and/ or grants for depreciation so as to plan
ahead the renewal of existing infrastructures,

The two sections (operation and investment) must be balanced i.e. the revenues of each
section must cover its expenses, as deficits are forbidden.
The budget classification is generally identical to the accounting classification drawn from the
accounting plan of local authorities. The analysis of accounting classifications in African
countries shows a situation characterized by:
-

a large diversity in terms of financial and accounting management instruments,
a disparity in applicable standards within some countries,

-

absence of instrument panels for local finance

If we take the example of the Economic and Monetary Union of West African Francophone

(UEMOA) countries where an harmonization is underway, one observes a total absence of

harmonized accounting standards.

The table hereunder shows the differences in accounting

classifications for two titles:

Table : Differences in accounting classifications for two titles in UEMOA countries
Title of headings

Benin

Burkina Faso

Cote d'lvoire

Mali

Niger

Senegal

Togo
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the Chap III
Yields
of
franchise
taxes
Art 1

and licenses

of

personnel

Franchise
7004

License: 7511
and

Salaries

wages

Franchise
tax : 7510

the

tax:

License :7005

Chap I
Artl

Chap I
Art 4

Paral

Art 5

6000

Chap I

Chap III

Art 1

6010

Art 2/1

Artl

Chap IV

6100

Chap II

650

Artl

Franchise tax:
721

License: 722
650

Chap II
Art 2
Prof. Tax
Chap IV
Art 1 et 2

Art 3/1
... ;

This difference in classification between countries is coupled with an heterogeneity within
these countries. Thus, in some countries, the classification may vary from one municipality to
another. Furthermore in the Francophone countries, the reconciliation of administrative
accounts (mayor's accounts) an management accounts is difficult to carry out.
The main shortcomings are:

-

A more appropriate local accounting for decentralization. The accounting classifications
which are so far studied in most African countries are largely products of devolution.
They are more instruments of local expenditure than instruments of local development.
In fact elements such as value of immobilizations, debts, etc.. do not show through in the
budget,

-

On the actual function of budget, one usually says in Africa that budget represents only a
negligible portion of local dynamism. The off-budget practice is gaining momentum
often nearing half of the official budget that is passed. For instance, increasingly greater
interventions of donors and decentralized co-operation are re-posted in the local budget,
On the actual use of existing accounting classifications by local accountants, practices
pinpoint important difficulties for an evaluation of local management, which are among
other things due, strictly speaking, to the virtual absence of competent accounting
personnel and/ or wrong allocation of incurred expenses,

4.2 - Budgeting procedure

The margin of budgeting procedure is an essential element in the management autonomy of

local authorities. With budget being the main instrument of local policy, the nature of the
control may to a large extent deprive decentralization of its substance, namely the
discretionary power of local authorities in the choice and implementation of budget priorities.
A rapid glance through the preparation procedure and vote of budget in comparison to state

control in the Anglophone and Francophone countries highlights the following common
stages:

-

The first stage of budgeting is the first draft drawn by local officials during the municipal

council. It is drawn in receipts and expenditures and must be balanced. Thereafter begins the
external approval procedure of the budget that consists in forwarding to central supervisory
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administrations (Ministry of Internal Affairs and/ or Ministry of Finance) by passing through
the local regulatory authority (Prefect) for a first approval,

The budget which is thus forwarded comes back to the mayor of the municipality from the
central administrations via the local supervisory authority (Prefect), with the possible
criticisms and recommendations of the hierarchy. One must however point out that in some
countries, the approval of the local budget is decentralized and comes under the competence
of the representative of the central state at the local level (Governor, Prefect, etc.). The
control of the approval of local budgets pertains to checking the legality of revenues and
expenditures, the actual balance of the budget and the automatic posting of compulsory
expenditures.

A draft budget is therefore drawn at the local level by taking into consideration the
possible remarks and suggestions of the supervisory authority.
In principle a deadline is
given to the local authorities to do this. It is later reforwarded to the supervisory authority
(supervisory ministry or local representation of the central state).
If the latter raises no
objection, the budget is finally approved at the council of ministers.
If one compiles the guiding principles of budget drafting and approval of local authorities in
African countries, the table below will help in highlighting some of the specific features:
-

In most countries, local authorities must submit their budget for a prior approval. This
practice is applicable in Francophone countries and is virtually inexistent in most
Anglophone countries where the emphasis is rather laid on the a posteriori control.
Uganda singles out with the absence of prior approval for the budget of local authorities.
In Zimbabwe, one part of the budget items is subject to prior approval: this part is made
up of taxes for high density residential areas and the tariffs applied for certain services.

-

Budget items are not to be in contradiction with the options of national policies. Central
state defines the framework in which evolves local authorities: the objectives in terms of
economic development, populations' access to essential services, poverty alleviation,
access to housing, etc...

-

In case of disagreement between local authorities and regulatory authority, the arbitration

is always to the detriment of local authorities.

In the Francophone context, if the
deliberations do not "sufficiently" take into account the remarks of the supervisory
authority, the latter declares the budget enforceable.
-

The approval time of the budget documents may be long in most countries. In the West
African Francophone countries, the prescribed times for approval are generally not
observed because of the noticed delay of the supervisory authority in forwarding its
remarks.

Table : Procedure of local budget drafting in African countries
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Country

Prior approval

Compliance

with Arbitration

Approval time

national options
South Africa

No

Yes

Supervisory
Authority

Morocco

Yes

Yes

Supervisory

Fast

Authority
Senegal

Yes

Yes

Supervisory

Fast

Authority
Ghana

Yes

Yes

Supervisory

Long

Authority
Zimbabwe

Partial

Yes

Partial

Fast

4.3 - Implementation of revenues

The procedure for implementing tax revenues is fully conducted at the local level, in
collaboration with devolved internal revenue units.

Once the tax base calculation is determined, the internal revenue units collect taxes and pay
the collected amounts to Treasury.
Thereafter only the information on the amount of
revenues is given to the local officials and to the tax collector. The amount of revenues is
later centralized at the level of the General Directorate of Treasury and Public Accounting.
The procedure is basically the same for non fiscal revenues with however a broader
involvement of the local officials in the collection. In some African Francophone countries
the establishment of public corporations to handle municipal revenues is accepted under
certain conditions. Better still, in some countries and for certain revenues, the central
administration accepts that bank accounts be opened.

However the implementation procedure of revenues reveals the insignificance of the powers
of local officials in terms of local finance if we take into account the fact that these revenues
constitute the overwhelming share of local authorities' own resources. The description of the
whole process, the establishment of tax assessment registers and up to the collection as well
as the control of the process, shows that the local level is utterly absent. The central level is
omnipresent whereas local officials are at best only informed at the end of the process.
Collaboration between central state departments and the ones of the municipality within the framework of the
management of the fiscal chain. The example of Cote d'lvoire
With a view to improving significantly the rate of tax collection (33%), the decree N° 97-35 of 22 January
regulating the collaboration between central state departments and the ones of the municipality was signed. It is
among other things on:

- the headcount of the taxpayers of property taxes, franchise taxes, licenses and consolidated taxes,
- maintenance of files and their quarterly updating (creations, modifications and discontinuance of the taxpayer's
business activities),
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- collection of all useful information for the establishment of the tax assessment registers and for the control of
collection (distribution of tax notices).

Within this framework, teams were trained in each municipality. These teams are made up as follows:

- Municipality (the number of posted agents for the purpose depends on the spread of the municipality and its
fiscal potential);
- Treasury i.e. municipal revenues;

- General Directorate of Taxes, represented by property revenues.
All the above mentioned operations are carried out in a team.

The analysis of the implementation of revenues across countries highlights the following
points:

-

generally local authorities hardly enjoy the power to identify new taxes and/ or to set
rates. In most countries, taxation powers fall under the competence of the national
assembly; with the possibility that taxes may be left under certain conditions at the
discretion of local authorities. In South Africa for instance, the resources of Provinces
(payroll taxes and taxes on the turnover of local corporations) must be approved
beforehand by the parliament after they must have been submitted to "Financial and Fiscal
Commission." In Kenya, several laws of the parliament such as the local government law,
the taxation law, the law on the amount of taxes, the law on regional assembly offer to the
Kenyan local authorities the opportunity to increase their sources of revenues but with the
approval of the ministry of local governments.

Shared taxes do not exist in all countries. In the countries where they exist, the notion of shared
taxes embraces several things depending on the country: in some countries it is additional taxes
on the main central state taxes, in others it is percentages of central state taxes collected on the
municipal territory. In certain countries, it is a percentage of national taxes which are transferred
to local authorities on the basis (or in the absence) of formulas.

In South Africa, like in all African countries, the separation of revenue collection handled by the
central government, does not encourage fiscal responsibility.
The Fiscal and Financial
Commission recommends the decentralization of revenue collection as from 1999, but certain
members of the government are reluctant of handing over this responsibility to provinces. This
phenomenon is even more pronounced in the countries that do not have a true tax system. The
extreme complexity of the taxation system (plurality of taxes), its unsuitability to the
characteristics of the country's economic fabric, the inefficiency of the fiscal administration in
terms of identifying taxpayers, and the insignificance of the yield of the different taxes - in terms
of collection - very inferior to the fiscal potential, following the adoption of structural adjustment
policies have (rightly ?) prompted several countries (including Cote d'lvoire, Thiel Report) to
work for the globalization of local tax system, with the establishment of single local taxes attached
to central state taxes. The exclusion of local authorities from the fiscal chain is detrimental to the
accountability of local elected representatives, in terms of local tax system whereas the success of
decentralization policies hinges first and foremost on the efficiency of local authorities in the
mobilization of local resources.

The cash balances of local authorities is a key element of the analysis of local finance procedure.
In the Anglophone countries, local authorities are empowered to open accounts in public and
private banks. The situation is entirely different in the countries with Francophone administrative
tradition. As local finance is considered as public finance, it is still strictly forbidden for local
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authorities to open bank accounts with private financial institutions.
The public revenue
department is the banker of the public sector; local authorities are requested to deposit their cash.
This arrangement is further strengthened by the fact that in several countries, it is the public
revenue department that is responsible for the collection of the central state and local authorities

taxes.

However in the context of crises of public finance, the one way accounting principle

becomes the principle for the unity of account in consideration of the fact that the liquid assets are
used primarily for the central state expenditures. Thus this reality may put a municipality that has
a deposit at the public revenue department in a situation that it cannot honor an invoice or a
reimbursement of loan.

Table : Approval procedures of local finance

Country

Establishment

of Shared taxes

Participation

in

the

Public revenue

fiscal chain

local taxes
South Africa

Law

Partial

No

Yes

Kenya

Partial

Partial

No

Yes

Cote d'lvoire

Law

Shared taxes

Yes

No

Morocco

Law

Partial

Partial

Yes

Senegal

Law

Partial

Partial

No

Ghana

Law

Partial

Total

Yes

Zimbabwe

Partial

Partial

Partial

Yes

4.4 - Implementation of local expenditures

The control of the implementation of local expenditures is generally tight in African
countries. Very often, there are two types of control in local finance implementation. The
municipal tax collector carries an a priori control on the commitments and an a posteriori
control on the regularity of orders, deliveries and invoices.
In the African Francophone countries, the daily control is carried out on the basis of the principle of
separation of responsibilities between the authorizing officer and the accountant by compelling (the
accountant working under the ministry of finance is financially liable for all noticed defaults) the
public accountant to assert his independence and to control daily local expenditures. Each time an
expenditure commitment is made, the public accountant first checks its posting, its allocation in a
budget line and later the situation of the budget line (positive or negative balance) before taking the
decision to approve.

In Ghana, the ministry of finance exercises an a priori and a posteriori control of local authorities

spending. In Zimbabwe the control is less constraining, the local authorities budgets are forwarded for
information purpose to the ministry of local authorities and housing and for the control of tariffs, local
taxes and special expenditures.
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In South Africa for instance, not less than ten or so financial indicators will be checked by the Minister
of Provincial Affairs and Constitutional Development in accordance with the "Local Government
Transition Act, Act No 209 of 1993." The demanded items vary from the expenditures allocated for
the various units, the investment portfolio, deficits and the plan for financing them, statements of
accounts and operation of bank accounts, collection rate, etc... These different indicators are to be
produced subsequently, and for some of them every month, every three months, every two months and
every year.

The review of the implementation procedures of local authorities' spending in several countries
highlights the following points:

- The nature of state control in the implementation of local expenditures varies from one country to
another. There are three types of control for most African Francophone countries; firstly: the central
state controls the drafting and passing of the municipal budget, secondly this control continues
throughout the implementation of the passed budget by the accountant/ municipal tax collector who
enjoys the full power to take any action with regard to the mayor, and thirdly an a posteriori control
during which every expenditure item is thoroughly checked.

In the Anglophone countries, this control is less severe: In Ghana, it is an a priori and an a posteriori
control (without any control throughout the budget implementation). In Zimbabwe the a priori control
is virtually inexistent, thus leaving the room for only a posteriori control, in South Africa, it is an a
posteriori control that is based on some key indicators.

- In most countries, central state control is carried out when some compulsory expenditures
linked for instance to the provision of certain essential services to the populations, falling
under national policies (water, health, education, etc.), are effectively made.
Thus in several countries, credit is one of the compulsory expenditures for which the
supervisory authority at times substitutes itself for local authorities in settling unilaterally the
yearly repayments of debt.

In Republic of Benin for instance, Article 17 of the law on the financial system for

municipalities provide for not less than 17 compulsory expenditures and it stipulates that
optional expenditures are automatically reduced or cancelled by the supervisory authority,
without any special formality, when this measure is required to post allocated credits for the
coverage ofcompulsory expenditures orfor balancing the budget.
-

Besides, certain ratios are closely controlled. These are indicators such as the percentage of
expenditures allocated for the personnel payroll, the percentage of other operating expenditure,
etc... These controls are carried out by the supervisory ministry which is generally the ministry of
finance or the one of internal affairs, and are supposed to prevent drifts at the local level.

-

Local investment is one of the important items of the supervisory authority's control.
This
implies that local authorities must make a minimum investment at the local level. In order to do
this, a minimum amount of operation revenues must be allocated for the investment budget.

The analysis of the implementation of local expenditures in African countries highlights the following
points.
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Table : Control of the implementation of local authorities' expenditures

Country

a

priori

or

a

Compulsory

Ratios to be observed

Investment

posteriori control

expenditures

South Africa

Posteriori

Yes

Yes

Partial

Kenya

Posteriori

Yes

Yes

No

Coted'Ivoire

Priori & posteriori

Yes

Yes

Yes

Morocco

Posteriori & priori

Yes

Partial

Yes

Senegal

Priori & posteriori

Yes

Yes

Yes

Ghana

Priori

Partial

Partial

No

Zimbabwe

Posteriori

Partial

Partial

Partial

4.5 - Information systems

The analysis of information systems at the local level is on the whole tantamount to analyzing
global public finance.
In fact, local finance is an integral part of public finance and
consequently depends on the fiscal and accounting standards set by the central authorities.
The same is applicable for their management instruments, the procedures of preparation,
implementation and control.

Generally speaking there is no local financial information system in Africa. In fact, following
the agreements with the Bretton Woods Institutions (World Bank and International Monetary
Fund), structural adjustment programs were set up; whereas in these programs emphases
were laid more on the mobilization of financial resources, thus neglecting to some extent the
information on the use of funds.

Whereas private accounting was undergoing increasingly modern development, public
accounting was content with the traditional practices without considering an overhaul or even
statutory controls that could be functional. The shortcomings of central state specialized
bodies in the field, such as the non-regular operation of the General Inspectorate of Finance,
court of auditors, etc...

Conceptually, public accounting has some difficulties in obtaining reliable and transparent
information in comparison with private accounting. The first difficulty lies in the actual
objectives of public accounting. Whereas private accounting has as main objective the

appraisal of the results of operations during a given period and to offer a correct vision of the
financial situation of the whole unit, the objectives of public accounting are limited to the
knowledge and control of operations carried out within the framework of central state budget
implementation and corresponding cash transactions.

Local public accounting and the tools for the management of local entities are experiencing
more important modernization difficulties than the public accounting of the central state. For
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instance information pertaining to the tax system, debts, non-posted receivables, off-budget
interventions, etc... do not show through at the reading of local accounting.

The quality of local financial information depends among other things on the quality of
accounting and budgeting classification, the way municipal bookkeeping is done as well as
the availability of centralization of these accounts. The GASB, Government Accounting
Standards Board, a body in charge of standardization in the United States, defined six criteria
for the financial information contained in the financial reports to be of any use: a
comprehensible, reliable, pertinent, timely and comparable information. There is still a long
way before African countries can meet these prerequisites.

Thus, at the level of local authorities financial management, the lack of data becomes glaring with the
absence of a local finance panel instrument. The central administrations which are likely to centralize
and to process this financial information of local authorities - The General Directorate of Local
Authorities (Ministry of Internal Affairs) through administrative accounts, and the General Directorate
of Public Revenue and Public Accounting (Ministry of Finance) through management accounts -

focus today more their attention on the implementation of the budget and the regular follow-up of the
central state cash problems than on the follow-up of the financial and accounting management of local
authorities.

The local authorities are hardly better off than central administrations. Thus, there is no tradition of
temporal centralization and comparative analysis of these financial data. Like the national level, at
the local level, the information systems in terms of local finance are also victim of the deficiency
inherent in the parent discipline, namely public bookkeeping which is limited to the knowledge and
control of operations carried out within the framework of the implementation of local authorities
budget and corresponding cash operations.

At the level of local authorities taken individually, the lack of information is even more glaring.
Under the pretext of local authorities' poor institutional capacities, the whole fiscal chain is managed
by the devolved units of the central state; with the local authorities being excluded from the process.
This situation also explains why generally the issuance of tax assessments is done on the basis of
information which is between 10 and 15 years old.

Like downstream information (operations carried out within the framework of central state budget
implementation, corresponding cash operations), the upstream information is also more scarce. The
mobilization of property tax is virtually impossible with the African local authorities due to a lack of
information. In fact, in the African cities where spontaneous quarters are erected on between half and
the three quarters of the urban land area, the identification of compounds and their landlords becomes
a major constraint.
Moreover the identification of landlords in a system where customary and
property rights coexist does not naturally make things easy. Local authorities are now embarking on
systems of addressing that will help in the identification of compounds and better still in the
establishment of Urban Property Registers which apart from the identification of compounds identify
some taxation items such as the area covered by the compound and the buildings therein, and certain
elements of comfort.
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5 - The internal and external control of local

governance

Decentralization reaffirms the self-administration of local authorities. They enjoy legal status
and financial autonomy. Their mission is the design, programming and implementation of
economic, educational and cultural development actions.
Local authorities are solely
responsible for the observance of law and regulations, and the timeliness of their decisions.
These phrases that we find in most decentralization laws and/ or constitutions of African
countries reflect the concern of the central state to promote a true local governance with the
decentralized authorities who are empowered to take responsibility for their development by
laying emphasis on local preferences. Everywhere the a posteriori control is increasingly
taking precedence on the a priori control.

This required control is important on more than one account for maintaining a local
management, given the fact that corruption risks seem to be higher than at the central level.
For Prud'homme (1994) there are several explanations: (1) the first quality of
decentralization, the proximity between elected representatives and electors, may be a carrier
of the seeds of corruption because elected representatives and local civil servants are more

prone to pressures by interest groups. Furthermore, contrary to the central administration
civil servants whose postings change regularly, local civil servants who often work at the
same place throughout their career are more likely to be co-opted by local interest groups.
(2) By bringing directly into negotiation local authorities and certain foreign interests that
outweigh overwhelmingly national budget, decentralization entails the important seeds of
corruption because of a disproportionate dialogue.

In Africa, several types of controls are carried out by the supervisory authority: the regular
control of the acts of local authorities, the control of budget drafting and implementation,
jurisdictional control. Some mechanisms - which are obviously less established - of control
by local stakeholders of public management at the local level.

5.1 - The regular control of local authorities acts

The everyday management acts of local authorities are classed into two groups; acts which are
subject to the prior approval of the central state and acts which are not subject to prior
approval.

Among the acts which are subject to prior approval there is the budget which in most African

countries helps the regulatory authority in estimating the guide lines of the action of each
municipality.
This control among other things is on:
- national directives. In reality, budget control for the central administration is an important
instrument to ensure that local actions are in line with the development options which are
drawn at the national level.
It also helps in controlling the compliance with national
directives in various areas of local management.
Lastly, it helps in emphasizing the
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implementation, also in all the national territorial entities, of policies for the provisions of
certain services which are deemed essential for the populations.
-

Level of local authorities indebtedness.

Central administrations put in place procedures
for the effective control of the use of credits by local authorities depending on the national
objectives in terms of growth, inflation and balance of payments. These procedures may
vary from the establishment of a ceiling to in some cases the use of a discretionary power

of the administration on the opportunity of raising a credit. Thus in Senegal, all loans
amounting to more than CFA F 100 millions must be subject to a prior approval, this
ceiling is US $ 10,000 in Ghana. On the pattern of Zimbabwe and Swaziland, most
African States reserve an important discretionary power.

- Concessions of certain local public services to the private sector. The franchise agreements
between local authorities and the private sector are subject to prior approval in most African
countries. In some countries, only agreements whose term is more than a well defined
number of years are subject to prior authorization.
Other acts of the local authorities pertaining to current management acts of local authorities,
statutory and individual decisions taken by the executive organs of local authorities in the
exercise of their powers, etc., are enforceable after they are forwarded to the concerned or to
the representative of the central state. Depending on countries, central administration has a
variable time limit to declare illegal the acts which were forwarded and to request the
Council of State or administrative tribunal to annul them. This denunciation of the acts which
are deemed illegal may be done directly by any citizen that may challenge directly the
contested acts before the administrative tribunal.

5.2 - The control of budget drafting and implementation

Once the budget is drawn in accordance with the prescribed laws and regulations, the control
of budget implementation is carried out on the following items:
- Legality of receipts and expenditures. The control of the receipts and expenditures of local
authorities is carried out, on the one hand, on their legality.
In most countries, local
authorities do not enjoy the power to establish new taxes; the modification of existing rates
and taxes must be submitted beforehand for the authorization of the supervisory body.
On
the other, the budget estimates must reflect existing reality, what excludes all attempts for
increasing tax revenues. On the expenditure side, this control consists in checking the
conditions which must be met; certain ratios to be observed (percentage of the payroll, the
levying for investment revenues, etc...) and compulsory expenditures.
-

Actual balance of the budget.

It entails checking the equilibrium between the revenues

and expenditures of the budget of local authorities.

This means that all the posted

expenditures must be covered by the revenue projections (fiscal yields, subsidies, grants,

various resources, etc.).

For this to be done, the revenues and expenditures must be

"sincerely" appraised.

- Automatic posting of compulsory expenditures. The decentralization texts generally provide
for a list of compulsory expenditures that local authorities must handle. These may vary from
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the yearly repayments of loans to expenditures which are linked to local services deemed
essential for public authorities.

The control of budget implementation is lightened, indeed even inexistent in Anglophone
countries. On the other hand in the Francophone countries, with the principle of authorizing
officer and accountant, the public accountant who is the municipal collector carries out an
everyday control of the implementation of local expenditures:
-

The public accountant assumes the responsibility of cashier and is consequently
personally and financially liable for the funds, value and receipts under his control;

-

He also assumes the responsibility of payer and must in this respect control the payment
orders assigned for his office and must before approving any payment carry out the
following controls: the quality of the credit administrator, the strict application of law and
regulations with regard to the expenditure under consideration, the validity of the claim,
the availability of the funds and values, the proper posting of the expenditure, the
availability of cash, the signature of the authorizing officer.

5.3 - The jurisdictional control

The jurisdictional control of public finance constitutes in general the missing major
component in the landscape of public finance. Actually, the institutional mechanisms of
control of transparency in public finance - General Inspectorate of Finance, General State
Inspectorate, Supreme Court and Court of Auditors - are in general virtually inexistent in the
African institutional set up.

When they exist, these institutions grow poorly most of the time in the prevailing ultraconservatism, and lack the human and material means for the fulfillment their missions. In
the Francophone context, the control of implemented budgets is on the management of
accountants and mayors:
-

The management of accountants is done through the control of management accounts. It

is on the checking of the accounts of accountants and is reflected through the issuance of a
management full discharge or discharge when the accountant meets all his obligations.
On the other hand, the accountant is financially liable for confirmed cases of improprieties
in his mission of control, and this warrant the issuance of an award (or an order to pay a
balance due).

-

The mayor's management is carried out through the control of administrative accounts.

This control of accounts is generally carried out at the Ministry of Internal Affairs and
more particularly at the Territorial Directorate (or the Directorate of Local Authorities).
In some countries it is the regional court of auditors that controls local accounts.

ECA/DMD/PSMfTP/00/01
Page 38

5.4 - The internal audit of local authorities

Local authorities as an expression of the democracy of proximity put in place a series of
measures and practices that allow a self-control of local stakeholders. The implementation of
local public funds is controlled by (daily or periodic) acts that help in ensuring they are
properly carried out. There are three stages in the conduct of this internal audit:
The first internal control is the budget itself. It is a collective act drawn by the municipal
council and it therefore incorporates the different local affinities. It thus reflects local
arbitration in terms of local public action in general and particularly subjects such as tax
system, local investments and social interventions.

The drafting procedure begins with the preparation of a draft budget through the mayor
assisted by his financial services. The budget that is thus drawn gives the projections in terms
of revenues and expenditures and volume of investments.
The draft project which is thus
submitted to the council, at least 2 weeks before the opening of the budget examination
session is thoroughly reviewed by the commission that makes all appropriate adjustments.
The deliberations of the commission of finance therefore stimulate the budget review session
by the municipal council. The budget is later approved by a majority of the members of the
municipal council.

The second instrument of internal audit takes place during the implementation of the

approved budget. The main actions laid down in the budget are implemented by means of
decisions taken after the deliberation of the municipal council. The latter first controls
whether there are provisions of the envisaged action within the framework of the budget and
gives its approval for its implementation by the mayor. This is applicable for all actions laid
down in the budget.

The third instrument of internal control is the vote of the administrative account. The latter
gives a comprehensive account of the mayor's accounts, commitments and the various
expenses incurred. In other words it is all the expenditures made by the mayor, which are
systematically checked by all members of the municipal council.
The council votes (or
rejects) the administrative account of the local authorities.
Apart from this control of conformity between on the one hand the passed budget and the
minutes of municipal council deliberations, another control helps in reconciling the mayor's
accounting and the one of the accountant. This reconciliation between administrative account
and management account is one of the important instruments of the control of financial
management in general. It thus offers the opportunity to pinpoint the differences between the
two accounts, to also control both the mayor's management and the one of the accountant and
if the need arises to call for a jurisdictional control.
These different stages of the control of local governance are generally not strictly observed

and this for several reasons.
following shortcomings:

The problems which are identified in practice highlight the
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The first constraint for the establishment of a sound control of local financial management
is the reconciliation between administrative and management accounts. In fact the
accounts of the authorizing officer and the accountant should allow a better control of the
two key actors; yet this control is not always done,
The second constraint lies in the responsibility of the public accountant who assumes
normally the responsibility of cashier and who is not in practice personally and financially
liable for funds, value and receipt under his control, what gives room for slippages in
financial management at the local level,

The control of the accountant's accounts which was supposed to be done by regional
courts of auditors becomes the third constraint; these regional courts of auditors do not
exist and when they exist they are totally deprived of human and material means,
The possibility offered to the central administration and to the citizen to challenge the acts
of the authorizing officer before the administrative tribunal. The latter may suspend the
acts of the mayor pending its ruling on their legality,
The jurisdictional control is virtually inexistent
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DIAGRAM : FRAMEWORK OF LOCAL FINANCIAL MANAGEMENT
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However the main problem lies in the control of the management of the assets of local
authorities. The accounting classifications do not generally provide information on the value
of the municipal stock of capital. Similarly, the listings of these properties are generally not
available. Thus no document lists these assets (properties and movables) and it is not
uncommon to find abuses in the management of these assets.

This shortage in the knowledge of municipal assets is not due to the local context. More
broadly, African decentralization is suffering from a general haziness with regard to the
responsibilities of the different stakeholders of decentralization namely central state, local
authorities, associations, etc... It is not uncommon to discover on the field the consequences
of this requirement for clarification in the duties of local management: non-maintenance of
equipment, often over-maintained infrastructures (benefiting from the efforts of several
stakeholders), equipment maintained by an actor but comes under the competence of another
actor, etc...

On an entirely different level, local management would gain in promoting a greater
participation of populations.
Few local authorities set up participation procedures of
inhabitants in the areas of local public management, such as budgeting and local tax system.
The establishment of a participatory approach helps on the one hand local officials in
maintaining and enlarging the political and social dialogue, and to thus contribute to the
development of a true culture of local democracy and the reinforcement of a sense of
belonging; and on the other, to define and set up a local development program that better
takes into consideration the aspirations of local populations and economic operators in local
public management.
Moreover, participation guarantees improvement in local public
management, because apart from representative democracy, it allows a greater direct control
by the populations themselves.
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6 - Level of fiscal decentralization: obstacles and
constraints in Africa
Decentralization is today a process which is entrenched in the African institutional landscape.
However, the general context is characterized by a severe crisis of public finance and a level
of a very low institutional development at the local level.

The analysis of fiscal decentralization will first de

al with the state of the level of fiscal

decentralization as well as its constraints and its problems.

6.1 - The state of fiscal decentralization
Within the UEMOA (The Economic and Monetary Union of West African Francophone
countries) the weight of the finance of local authorities represents on average 0.7% of the
GDP and 4.5% of central state budget. In comparison, local finance in France accounts for
almost 10% of the Gross Domestic Product and 40% of the central state budget. Even if
within UEMOA, decentralized local authorities account for merely 35% of the overall
population, one observes that decentralization is applicable nation-wide and region-wide in all
Europe countries whereas in Africa the level of fiscal decentralization is very low.

DIAGRAM : WEIGHT OF LOCAL BUDGETS IN SOME
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The dispersal rate is high amongst the countries of the region; the weight of local finance varies
between 0.2% and 1.00% of the Gross Domestic Product and between 1.90% and 9% of the national
budget. The better off countries are Cote d'lvoire and Senegal whose local finance nears 1% of the
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GDP and 9% of the national budget. For some countries such as Morocco and Zimbabwe, the level of
fiscal decentralization seems to be higher than the averages of other countries2.

2 However, these comparisons between countries must be relativized because of a difference in the field of data.
If you take for instance the UEMOA zone, decentralization is applicable for only 35% of the total population.
Actually if in Benin local budgets cover 100% of the country's population (because local authorities cover the
whole national territory), in Burkina Faso and in Niger local authorities represent respectively only 17% and
19% of the population of the country. In Cote d'lvoire, in Senegal, in Togo and in Mali, local authorities
account for respectively 44%, 46%, 29% and 19% of the total population. For all countries, the figures which
are published here cover barely 40% of the national population.
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6.2 - The obstacles for the establishment of a true fiscal decentralization
Weakness of the general level of public resources

The central state may not decentralize resources that it does not have. The severe financial crisis that
central administrations are witnessing put them in a situation they are virtually unable to transfer to

local authorities financial resources for which they encounter difficulties in mobilizing because of the
general poverty level of the populations. But Africa is also the region of the world where the level of
resource pooling for the purpose of public action is very low. The fiscal and parafiscal levyings are
nowhere above 17% of the GDP; as a general rule they are close to 10% in most African countries,

whereas their levels are 20 to 25% in Latin America and 40 to 50% in the OECD countries.

The

preponderance of the informal sector in the African economies is undoubtedly one of the factors
explaining this situation. However one must also cite the weakness of the fiscal base that accounts for
the fact that the weight of the tax system is shared by a relatively restricted number of taxpayers who

consider themselves as being overtaxed: 10% of the taxpayers account for 80% of tax revenues. This
does not favor an extension of the fiscal civism whereas these countries are still largely under-taxed.
Pre-eminence of export and import taxes in public resources

The structure of budget revenues in African countries reflects one of the main features of developing
countries: a high preponderance of export and import duties and indirect taxes such as value added tax
(VAT) in relation to the

tax system based on domestic economic activities and assets.

In most

African countries, customs revenues (import and export taxes) often represent 50% and at times more,

of national revenues. The fact that customs revenues are typical central state revenues makes very
difficult the dialogue on the sharing with local authorities. However because of the dynamics of
integration and globalization drive, customs duties are reviewed downwards.

The central state is

therefore reluctant to share depleting resources as it has as at today no alternative taxation that will
guarantee easy collection and a return that will be equivalent to the export and import taxes.

In the

short and medium terms we will be faced with an even more important situation of tension of public
finance. This situation does not favor a sharing of resources with local authorities.
Asymmetry of the level of information on public finance between central states and local
authorities.
The dialogue on the sharing of financial resources is unequal because central state has the information
on the amount of the yield of most taxes, whereas local authorities

do not have. The main explanation for this is that the decentralization of some taxes at the local level
did not incorporate the involvement of local authorities in the control of information pertaining to
these taxes. Nothing is done in this regard.

In most countries, or at least in the African Francophone

countries, the fiscal chain is still the business of the devolved and central units of the central

government.

From this point of view local authorities are passive actors of the different stages, from

the tax base calculation to the tax collection, via the issuance of tax assessments.

As we know,

officials of the internal revenue department are mobilized for the collection of taxes for the benefit of
the central administration.

Furthermore, the information systems to be set up for the collection of

local taxes are complex to design and to maintain. Lastly in the Francophone countries of Africa, the
application of the principle of the one way accounting system prompts the central state in controlling,
from beginning to end, the information and the instrumentation on tax system.

Hardly do the local

authorities have the required tools and expertise in the field. Lastly very few states set up consultation
frameworks on local finance, with the exception of the recently established national committees on
local finance in the UEMOA member-countries within the framework of the Observatory on Local
Finance which was developed with the assistance of the Municipal Development Program.
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6.3 - Constraints for the establishment of a true fiscal decentralization
Constraints linked to structural adjustment policies

The structural adjustment policies adopted and implemented by most African states set as objectives
One of the priority actions conducted in this
framework is a better control of public revenues and expenditures through the establishment at the
central level of tools for steering the programming of the central state public investments and financial
operations. This centralization of the programming of investments and financial operations is in an
uncertain state with the proliferation of centers of decision in the fields of investments and local public
expenditures, which are required for the implementation of decentralization policies.
This
multiplication of centers of decision in the field of investment (at the level of local executives) and
annexed pay desks (which are the revenue offices of local authorities) appears like a complication for
the national officials in charge of structural adjustment. For them, this phenomenon tends to increase
significantly the risks of bad management. It is therefore not surprising that up till now, contrary to
the official speech on decentralization, local authorities implement only 4% of public budgets and less
than 1% of public expenditures on investments. Besides following the adoption of structural
adjustment policies several experts favor a globalization of local tax system with the establishment of
single local taxes attached to central state taxes (Thiel report). If such recommendations are applied,
they may speed up the exclusion of local elected representatives from the administration of local tax
system whereas the success of decentralization policies hinges first and foremost on the efficiency of

the rationalization of public finance management.

local authorities in the mobilization of local resources.

And consequently

we have on the agenda the problem of institutional adjustment of public revenues and expenditures in

favor of local authorities so as to make decentralization policies credible.

Difficulties linked to the absence of a tradition of public policy appraisal

The absence of a culture of public policy appraisal is neither conducive for a proper
assessment of the cost of transfer of powers, nor for including this as a concern.

Few

countries are endowed with an appraisal policy for the costs of the different services to the
populations, and few among them conducted a study on the distribution of costs among the
main actors (central administration, local authorities, recipients, etc...)-

In most cases,

decentralization is carried out "blindly" because of the non-availability of figures for the
calculation of financial transfers.

For the purpose of acquiring the means of an effective

decentralization, it is necessary to conduct a review of the sector-based policies for their
application to the territory and for their correlative valuation.

Weakness of African local authorities in designing and implementing local policies

African local authorities still have to prove that they are capable of designing and
implementing local policies. As they are faced with numerous daily life problems of their
populations, most local authorities encounter difficulties in designing local policies that can
perform better than the handling of daily problems.

However some problems that have up till

now fallen under the competence of central states are increasingly transferred to local
authorities: poverty eradication, job promotion and economic development, social and cultural

policy,

housing

and

urban housing

policies,

etc...

The

fulfillment

of these

new

responsibilities requires short, medium and long terms actions. It calls for a radical change in
the approach of local officials or elected representatives: the term of the elective mandate no
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longer coincides with the term of actions already taken; in these fields each elected
representative pursues the actions taken by the preceding elected representative, and passes on

to the next elected representative commitments that will influence his own policy. The
drafting of medium and long term local development strategies is one of the most efficient
means for avoiding chaotic and non-coordinated actions. This long term vision will naturally
favor the whole municipality and all successive municipal teams if it is the object of a broad
consensus reached by the local population and all stakeholders.
It is therefore urgent to
reinforce African local authorities in their capacity to build a shared vision of their
development and to play fully their role within the national and regional contexts.

Such an
action will naturally promote the entrenchment of democratic behaviors at the local level, and
will increase the consistency and efficiency of local policies. It is only when local authorities
are endowed with such policies that they may enter into a constructive dialogue with central
administrations and development partners on the improvement of fiscal decentralization. It is
one of the necessary conditions for the improvement of local governance. In this respect the
exercises of building "Cities Development Strategies" set up within the framework of the
initiative "Cities Alliance" proposed by the community of development partners present
interesting prospects and deserve to be considered favorably by African States and local
authorities.
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Possible options for enhancing fiscal decentralization and local
financial management in Africa

Recent studies show that African decentralization is suffering from a chronic under-financing which is
the cause of a prolonged financial crisis that African States are experiencing.

Yet this funding is a

must, given the fact that local authorities are responsible for the provision of public utilities (health,
water, education, etc..) which can be financed only from taxes, whereas local taxes are characterized
by low yields.

For the purpose of enhancing the performance of local authorities in terms of

subsidiarity, it is

necessary to work on two fronts which are the improvement in local financial management and
reinforcement of fiscal decentralization.

7.1 - Reinforcing local financial management
Setting up a reliable accounting at the local level.

The experts generally define several criteria for the financial information contained in the financial
reports to be useful: this information must be comprehensible, reliable, pertinent, timely, compatible
and comparable. All these are criteria that financial documents coming from the local authorities must
meet. However these qualities of local financial documents depend among other things on the quality
of budgeting and accounting classification, the way the municipal bookkeeping is made as well as the

availability and centralization of these accounts. The African context is unique: existence of a large
diversity of accounting and budgeting classifications and often among local authorities of the same
country; improper municipal bookkeeping which is characterized by several important problems of
allocation and control; inexistence of centralization of local financial data. In order to remedy the
situation, an exhaustive inventory of a comparative analysis of these different budgeting and
accounting classifications of African countries, is a requirement to be met if one is keen on improving
local financial management and making headway in regional harmonization.
Actually the
harmonization of local financial instruments will help on the one hand to establish an harmonized
framework for the presentation of local authorities and on the other to participate in the general
movement of regional

integration in the different regional sub-spaces that are the Economic

Community of West African States (ECOWAS), COMESA, SADEC, the Economic and Monetary
Union of West African Francophone countries (UEMOA). Thus the study that UEMOA is conducting
in close collaboration with the Municipal Development Program (MDP) on the harmonization of
budgeting and accounting classifications of local authorities is still very relevant and constitutes a

major plank of sub-regional integration.
Developing and

reinforcing the tools that promote a culture of sound management and

transparency in local finance.

Local officials and stakeholders, central administrations, development partners and the private sector
must be able to have instruments for the financial appraisal of their local authorities and must be in a
position
to interact with local authorities having the same characteristics both within the country and within

neighboring countries.

The establishment of tools that will help in developing, generalizing and

popularizing a function of financial analysis of local authorities so as to enable these authorities to
better appraise the impact of their decisions is a necessary condition for the reinforcement of the
culture of sound management at the local level.

On the pattern of some instruments based on
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accounting reporting and developed by the Municipal Development Program (MDP) such as "Local
Authorities in figures," accounting reporting forms part of the concern of improving local financial
management by giving everyone the elements for the appreciation of the actions of local authorities.
National committees of local finance (NCLF) set up in the UEMOA member countries through the
impetus given by the Municipal Development Program are also an ideal framework for raising the
awareness of local officials on the improvement of the quality of local public expenditure and for
mobilizing local resources in line with an approach of participatory budget. These joint national
bodies bringing together all the key stakeholders of local finance - central directorates of taxes, public
revenue department, budget, etc... and representatives of local elected officials — constitute a
significant breakthrough in the improvement of financial management at the local level. Lastly, all
these elements - accounting reporting, national committees of local finance, mobilization of local
resources and participatory budget - form part of the objective of local authorities "rating" in their will
to have access to financial markets.

Ensuring

the training

of local

authorities

human

resources,

particularly

municipal

tax

collectors.

Though it is acknowledged that African local authorities suffer from a shortage in financial resources;
The average level of training of local
senior civil servants is very low, the few members of management staff are generally put at the

this shortage is even more pronounced in human resources.
disposal of local authorities by the central administration.

The lack of experience of municipal

institutions and the sheer incompetence of the teams that are in charge of managing them may be
simply illustrated by some examples.

Thus an African municipality had by the end of 1996, a

workforce of 105 agents including only 8 management staff members and no organization-chart,
Bangui had in 1994 not less than 400 gardeners and a management staff that was reduced to its barest
minimum; another municipality has at today two management staff members , some secretaries and
supervisors and 70 laborers.

There exist in no West African Francophone country a territorial civil

service or, in other words a corps of municipal civil servants.
personnel are recruited by the mayor during his tenure of office.

The majority of the municipal

Apart from the fact that the bases of

recruitment are often more linked to social considerations than the search for specific competence, this
precariousness deprives municipal institutions of a culture of management and a yet indispensable
institutional memory.

The setting up of a true territorial civil service and the training of municipal

management personnel and more particularly municipal tax collectors should become quickly a
priority and must be centered on the classifications of local accounting, local budgeting, financial

analysis, local tax system, etc...
Experimenting and developing the participation of population in local public management and
particularly in drafting local budgets.
Representative democracy as it relates to local authorities must not be restricted to local public

management construed as the sole business of the mayor and its close deputies and counsellors; the

latter should accept to share their "legitimacy" with the citizens and make local management the
business of everyone. Though this participatory approach is not very developed in Africa, it is a
widespread practice in the other regions of the world where decentralization is more entrenched. Thus
the main associative trends on the participation of inhabitants in the decisions of urban and country
planning in France during the 70s have significantly influenced local public management.

The

tradition of public debates and open session of the municipal council are reflected through a better
appropriateness between the offers of local public services and the preference of inhabitants, a larger
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consensus on the choice of local investments and therefore on the necessary resources for their
funding.
More recently again, the experiences on the participation of populations in local
management in Brazil witnessed the participation of several hundreds of thousands of people in the
drafting of budget in several cities such as Sao-Paolo or Kurita.
Local financial management in
Africa would benefit from the implementation of a greater participation of populations through the
generalization of information/ education/ communication (IEC) sessions on most especially local
finance.

Establishing a regional credit bank for local authorities with the support of international
development assistance agencies.

Even if access to capital market is in principle granted in most countries, the promises of central
administrations for the funding of local investment are low because of the special regulations that
govern it: first the entry of local authorities in the market clashes with the social and economic
environment of their country because the credit rates generally reflect the confidence rating of these
countries, a rating that is generally low; the setup fees are relatively high given the fact that access
presupposes a minimum loan that is at levels which is beyond the reach of a single municipality. The
solution lies in mutualization with the setting up of a regional institution of credits to local authorities
that will serve as interface between financial markets and local authorities. The establishment of this
regional bank at the service of local authorities is to be carried out in close collaboration with the
African Development Bank (ADB) which is committing itself increasingly in the funding of
infrastructures and equipment at the local level.

7.2 - Improve the level of fiscal decentralization
Structuring

the dialogue between

central administration

and

local

authorities

on

fiscal

decentralization

One of the difficulties which face fiscal decentralization is the absence of an organized framework and
a suitable instrumentation. Without a minimum of shared information on local finance, the potential
and the yield of the various local taxes, the level of performance in the mobilization of local resources,
it is difficult to have a structured dialogue on fiscal decentralization. Hence the need to centralize the
data on local finance at the level of each country and at the regional level, in a way to be able to draw
the comparative ratios of management. On this basis one may be able to standardize the progresses to

be achieved with a view to enhancing the position of local authorities in local finance.

The action of

centralizing financial information will retain its significance only if concurrently the budgeting and
accounting classifications are harmonized nation-wide and region-wide, and their application strictly
monitored.

This is not the case in most African countries. One can however appreciate the advantage

that will be drawn from a more rigorous definition of accounts and an adoption of accounting norms
accepted by all local authorities.

This effort of normalization and of strict application in the

presentation of account has helped the private sector to have a financial legibility that is sufficiently

reliable so as to be admitted for a standardized processing irrespective of any leeway.

This is why

the effort of normalization, harmonization and centralization of the accounts of local authorities
should form part of the intervention priorities of the supervisory ministries of local authorities and
national associations of local authorities. This would promote the organization of debates on fiscal
decentralization, that would bring together all stakeholders. A good framework for the organization of
such debates would be the establishment of national committees of local finance whose creation is
promoted in West and Central Africa by the initiative of the MDP.
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Improving the control of refunds to local authorities and legal remedies as shared taxation
becomes increasingly important.
With regional integration and globalization in the limelight, African states are increasingly embarking

on the opening up of their borders.

The consequences are to be felt on public finance because more

than two thirds of the sources of public revenue are import and export taxes.

In this perspective,

central state taxation will fall under the present-day taxation system of local authorities, namely

internal taxation.

Local authorities and central administration will have, in the short and medium

terms, to draw their resources from the same source, what will bring to the forefront and for a long

time the issue of instrumentation of internal taxation. In order to achieve this, the approach of local
economies and the Urban Property Register developed in West Africa respectively by the Municipal
Development Program (MDP) and SERHAU-SEM are important tools for mobilizing the yield of
internal taxation. The institutionalization and sustainability of the dialogue between the central state
and local authorities thus become the necessary complement for this instrumentation, because of the

special proximity of the sources of revenues between the two stakeholders.

The control of state

refunds to local authorities thus become the requirement for a sound fiscal decentralization which is

necessary for the reinforcement of local authorities' financial autonomy. The same is applicable for
the legal remedies of local authorities before the jurisdictional control.

The rehabilitation, among

other bodies, of the courts of auditors under the Supreme Court, the General Inspectorate of Finance,
etc.. are inescapable prerequisites for filing a fair and efficient appeal.
Defining

a strategy that links local performances in the mobilization of resources, and that

enjoys the assistance and subsidies from the central administration

One of the objectives assigned for decentralization is the promotion of a better mobilization of
local savings.

provided.

The problem that arises is the one of assessing the level of the effort to be

Because of the low level of local and national taxation, the aim should be to

multiply by two or three the levying on local economy and the assets of local authorities.

one must know the potential offered by either of the two.

Yet

The setting up of an

instrumentation at the disposal of local authorities for the purpose of assessing the potential of
local taxation and of setting realistic objectives of resource mobilization should form part of
the action priorities in this field. At the current stage of decentralization policies in Africa,
the emphasis should be more on the effort to increase local resources than equalizing local

conditions for access to resources.

The formulas for sharing resources between central state

and local authorities should include positive incentives for the most performing local
authorities in terms of resource mobilization.

However at the same time an equal

attention should be paid to the quality of local expenditure.

The formulas of fiscal

decentralization should consequently integrate bonuses in favor of local authorities that have

good management ratios.
Linking the implementation of public investments with local development strategies

Decentralization raises the issue of the incorporation of space into the implementation of
sector-based policies defined at the national level.

The application of the principle of

subsidiarity helps in recognizing that a significant part of public investments should be
implemented at the local level.

A reasonable objective is to ensure that the size of local

authorities in public expenditure represents between 15 and 20% over the next ten years.
Such an increase of local public expenditure would naturally contribute in revitalizing local
economies.

In some countries this balance in favor of local public expenditure should be
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able to draw benefit from the current initiative in favor of the very indebted poor countries,

during international negotiations on debt relief and to enable local authorities to play a more
important role in poverty alleviation.
Exchanging positive experiences in the field of fiscal decentralization

African decentralizations follow different development patterns depending on history, political
system, financial and administrative culture and means of action, which are specific to each country.
The outcome is a sum of interesting experiences to be shared, with the basic principle being the quest
for the largest possible autonomy for local authorities. The inventory, the capitalization and the
sharing of these experiences should help in creating progressively a shared intelligence of fiscal
decentralization in Africa. The expected result at the end of this exchange is twofold: on the one hand
convince central states in accepting the need of an institutional adjustment of public revenue and
expenditures for the benefit of local authorities so as to raise the share of the latter between 15 and
20% of public revenues and expenditures during the ten years ahead; on the other show that an
instrumentation exists in the different countries, and its adaptation helps in materializing the will to
accompany the delegation of powers with the delegation of the means that will enable local authorities
to exercise these powers. The exchange should also embrace management instruments of local
finance, possibly target ultimately the harmonization of such instruments at the level of the different
economic and monetary zones, as it is presently envisaged in the member-countries of UEMOA and
the Economic and Monetary Community of Central African States (CEMAC).
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