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FOREWORD

Through the adoption of the New Urban Agenda, the
Sustainable Development Goals, the Sendai Framework
for Disaster Risk Reduction and the Paris Agreement on
climate change, the international community has set a
number of ambitious development goals for 2030-50.

This ambition is widely shared by local and regional
governments, who will play an important role in
meeting these goals, because they are responsible for
the delivery of basic services, investment and policies
that are essential for development.

Yet, do they have the financial means to do so?
To what extent does the financial decentralisation
framework of cities and regions allow them to mobilise
sufficient resources? Are intergovernmental financial
arrangements adapted to the growing needs and
circumstances of local governments?

The global observatory of local finances aims
to ensure a non-normative monitoring of local
governments’ ability to implement, from a financial
perspective, the tasks that have been entrusted to
them by law. It does not aim to promote a particular
funding system, but to reflect the diversity and richness
of the systems in place in different countries, through

their history, their geopolitical situation and their
administrative culture, to highlight basic key elements
on local finances. Under what conditions can local
funding systems be coherent, efficient, and thereby
lead progress towards the development goals that have
been set? What reforms need to be undertaken, in each
context, to ensure that local resources are well aligned
with the needs that have been identified?

Answering these important policy questions
argues, first, to have access to the financial data of
local authorities in different countries to be able to
compare them. This is what the first edition of this
statistical study, which will serve to build the global
observatory of local finances, sets out to do. This
work, undertaken jointly by UCLG Committee on Local
Finance for Development and the OECD, in conjunction
with the technical and financial support of the French
Development Agency, gathers qualitative data on 101
countries and financial data on 95 of them.

The collection of these data has been a major
undertaking, especially in countries where the tracking
systems of local financial information is less developed
and/or available publicly. It remains for us to persuade
many countries of the value of this exercise and



demonstrate its importance in helping structure the
dialogue between local and central governments via
the provision of objective data from both perspectives.
International comparisons also provide countries
with benchmarks in the global landscape of financial
decentralisation, as well as food for thought regarding
potential reforms.

This statistical study is a first step towards the
global observatory of local finances. It has been
conceived as a flagship publication, with the aim
of first demonstrating the value and feasibility of
such an asset, and then mobilising partners, central
governments and cities to develop it further. Indeed,
we all must join forces and propose a a common-
roadmap for the next 3-5 years, to gradually improve
the accuracy of the data and eventually provide a more
detailed financial analysis, in particular regarding the
investment capacity of local governments.

As Mayor of Rabat, Morocco, and Chairman of the
UCLG Committee on Local Finance for Development,
I am proud to introduce this publication which serves
as the first building block of the Global Observatory of
Local Finances. I am convinced that this tool will help
us improve our knowledge of local financing systems,

and will federate a global community of practice and
interest around local finances.

Iwish you an insightful reading.

MOHAMED SADIKI

Maire de Rabat

President de la Commission des Finances Locales
pour le Développement/CGLU

FOREWORD | <



SUBNATIONAL GOVERNMENTS AROUND THE WORLD STRUCTURE AND FINANCE | =~

ACKNOWLEDGEMENTS

This reportis the result of a joint project between the
OECD and United Cities and Local Government (UCLG). It
was produced by the Public Governance and Territorial
Development Directorate of the OECD under the direction
of Rolf Alter and Luiz de Mello, jointly with UCLG under
the direction of Josep Roig, upon the initiative of its
Committee on Local Finance and Development (CFLD)
chaired by the City of Rabat. It was co-ordinated by
Isabelle Chatry in the Regional Development Policy
Division of the OECD led by Joaquim Oliveira Martins and
by Charlotte Lafitte under the responsibility of Nathalie
Le Denmat, Executive Secretary of CFLD of UCLG. The
methodology and the synthesis report were prepared by
Isabelle Chatry of the OECD. The OECD was also in charge
of collecting data and preparing country profiles for 51
countries (35 OECD countries and 16 countries involved
in OECD Committees work) while UCLG was responsible
for 50 other countries (mostly non-OECD countries from
Africa, Latin America, Asia-Pacific, Euro-Asia and Middle
East and West Asia). Charlotte Lafitte elaborated the
country profiles for UCLG. Special thanks are given to
Claudia Hulbert and Agathe Cunin, external consultants,
for their input on the country profiles prepared by both
the OECD and UCLG.

Valuable comments and input on the report and
country profiles was received from Luiz de Mello,
Joaquim Oliveira Martins, Dorothée Allain-Dupré, Isidora
Zapata, Karen Maguire, Claire Charbit, Antoine Comps,
Oscar Huerta Melchor, Guillaume Lecaros de Cossio
from the OECD Secretariat. UCLG also received valuable
suggestions from Jeremie Daussin Charpantier, Marie
Bjornson, Léonie Claeyman from the AFD, Edgardo Bilsky
and Elisabeth Silva from UCLG and Renske Steenbergen
from VNG International.

The OECD and UCLG would like to thank the Agence
Francaise de Developpement (AFD) and its local
agencies established in Benin, Cambodia, Chad, China,
Philippines, Vietnam, for their cooperation and support
during the study process. We also thank international
technical experts from the French Ministry of Foreign
Affairs based in Ghana, Mali, and Guinea, as well as
Temuulin Enkhmunkh and Gerel Bat from Ulaanbaatar
Economic Development Agency. UCLG would also like
to acknowledge the invaluable co-operation of UCLG
national associations, in particular from Africa (UCLG
Africa), Middle East and West Asia (UCLG MEWA) and
South East Europe (Nalas) as well as associations from
Senegal, Benin and Cameroon for their specificinputs.

Special thanks are also given to Patrycja Nolbrzak
from the OECD for her valuable help in checking the
OECD country profiles as well as to Jeanette Duboys,
Mia Gruget and Andrea Uhrhammer from the OECD
Secretariat for their precious supportin editing the OECD
country profiles and synthesis and in providing guidance
to prepare the publication.

Finally, we would like to thank Gloria Escoruela from
G-Grafic who designed and prepared the publication.



CONTENTS

OBJECTIVES OF THE STUDY 8
EXECUTIVE SUMMARY 10
PART I - SYNTHESIS ANALYSIS
1. SUBNATIONAL GOVERNMENT STRUCTURE 13
1.1 SNGs are distributed across one, two or three government layers 13
1.2 Over 522 000 subnational governments exercise various different responsibilities 15
1.3 The municipal landscape is very diverse 16
2. SUBNATIONAL GOVERNMENT SPENDING RESPONSIBILITIES VARY CONSIDERABLY ACROSS COUNTRIES 19
2.1 Levels of spending decentralisation are globally very diverse 19
2.2 Subnational government expenditure by economic function 24
2.3 The role of SNGs as public employers varies widely across countries 29
2.4 SNGs are key public investors in many countries in the world 32
3. SUBNATIONAL GOVERNMENT REVENUES VARY GREATLY 39
3.1 SNG revenue mirror SNG expenditure 39
3.2 The breakdown of SNG revenue by category 41
3.3 Focus on grants and subsidies 46
3.4 Focus on “other revenues” 46
3.5 Focus on tax revenue 47
4. SUBNATIONAL GOVERNMENT DEBT 53
4.1 SNG debt is very unevenly distributed among countries 53
4.2 SNG debt is significantly higher in federal countries than in unitary countries 54
4.3 SNG debt is greater in high income countries than in lower income countries 55
4.4 Loans financing continues to be the first source of external funding 57
PART II - METHODOLOGY AND COUNTRY SAMPLE
1. GENERAL METHODOLOGY AND INFORMATION SOURCES 61
1.1 Sources of data and information 61
1.2 Scope of public administration 62
1.3 Scope of collected data 62
2. A SAMPLE OF 101 COUNTRIES SPREAD OVER 7 MAIN REGIONS OF THE WORLD 64
2.1 Seven geographical areas 64
2.2 The country selection process 65
2.3 Asample of 101 countries including 17 federations and 84 unitary countries 65
BIBLIOGRAPHY 67
PART III - COUNTRY PROFILES 68
ANNEXES
Annex 1. List of countries and ISO codes 277
Annex 2. General socio-economic characteristics of the selected countries (reference year 2014) 278
Annex 3. Form of the State and subnational government structure in the sample of selected countries (2015) 286
Annex 4. Detailed structure of the Classifications of the Functions of Government (COFOG) 290

CONTENTS | o



SUBNATIONAL GOVERNMENTS AROUND THE WORLD STRUCTURE AND FINANCE | =>

CONTENTS

Annex 5. Detailed statistics by country
1. SNG expenditure as a percentage of GDP and of public spending by country
2. SNG expenditure by COFOG as a % of GDP by country
3. SNG expenditure by COFOG as a percentage of SNG expenditure by country
4. SNG staff expenditure as a % of public staff expenditure and of GDP by country
5. SNG investment as a % of GDP and of public investment by country
6. SNG revenue as a % of GDP and public revenue by country
7. SNG grants as a % of GDP and of SNG revenue by country
8. SNG “other revenues” as a % of GDP and of SNG revenue by country
9. SNG Tax revenue as a % of GDP and of SNG revenue by country
10. SNG debt as a % of GDP and of public debt by country

LIST OF FIGURES

Figure 1. Breakdown of countries, population and area by their number of SNG tiers
Figure 2. Breakdown of countries by geographical area* and their number of SNG tiers
Figure 3. Breakdown of responsibilities across SNG levels: A general scheme
Figure 4. Municipal average size in selected countries (number of inhabitants, 85 countries)
Figure 5. Average municipal size by geographical area**
Figure 6. Average municipal size by SNG country system**
Figure 7. Subnational government expenditure as a % of GDP and public expenditure (2013)
Figure 8. SNG expenditure as a % of GDP and public expenditure in federal and unitary countries (2013)
Figure 9. SNG expenditure and income country groups (2013)
Figure 10.
Figure 11.
Figure 12.
Figure 13.
Figure 14.
Figure 15.
Figure 16.
Figure 17.
Figure 18.

Figure 19.
Figure 20.
Figure 21.
Figure 22.
Figure 23.
Figure 24.
Figure 25.
Figure 26.
Figure 27.
Figure 28.
Figure 29.
Figure 30.
Figure 31.
Figure 32.
Figure 33.
Figure 34.
Figure 35.
Figure 36.
Figure 37.
Figure 38.
Figure 39.
Figure 40.
Figure 41.
Figure 42.
Figure 43.

291
291
293
295
297
299
301
303
305
307
309

14

14

16

17

18

18

20

21

22

Comparing SNG expenditure as a % of GDP and GDP per capita (2013)

23

Comparing SNG expenditure as a share of public spending and GDP per capita (2013)
Breakdown of SNG expenditure by economic function as a % of GDP (2013)

24
25

Breakdown of SNG expenditure by economic function as a % of GDP by country (2013)

26

Breakdown of SNG expenditure by economic function as a % of total SNG expenditure (2013)

Breakdown of SNG expenditure by economic function as a % of total SNG expenditure by country (2013)

SNG staff expenditure as a % of public staff expenditure and GDP

27

......................................... 28

30

SNG staff expenditure in total SNG expenditure (%, 2013)

31

The weight of staff expenditure in GDP, public staff expenditure and SNG expenditure
according to the country income group (2013)

32

SNG investment as a % of GDP and public investment (2013)

33

SNG investment as a % of GDP by income groups (2013)

34

35

SNG investment as a share of public investment and income groups (2013)
SNG investment as a share of public investment and GDP per capita (2013)

36

SNG investment in total SNG expenditure (2013)

37

SNG investment as a % of SNG expenditure and income levels (2013)

38

38

SNG investment as a % of SNG expenditure and GDP per capita (2013)
Subnational government revenue as a % of GDP and public revenue (2013)

39

SNG revenue as a % of GDP and public revenue in federal and unitary countries (2013)

40

SNG revenue and income groups (2013)
Breakdown of SNG revenue by category and institutional setting (2013, % of SNG revenue)

40
42

Breakdown of SNG revenue by category and income level (2013, % of SNG revenue)

42

Breakdown of SNG revenue by category (2013, % of SNG revenue)

43

44

Breakdown of SNG revenue sources as a % of GDP in federal and unitary countries (2013)
Breakdown of SNG revenue sources as a % of GDP by country (2013)

45

Grants and subsidies as a % of total SNG revenue and GDP (2013)

46

Other revenues as a % of total SNG revenue and GDP (2013)

47

48

Tax revenue as a % of total SNG revenue and GDP (2013)
SNG tax revenue as a % of public tax revenue (2013)

49

SNG revenue as a % of GDP, public tax revenue and SNG revenue and income groups

50

SNG revenue as a % of GDP and GDP per capita (2013)
SNG tax revenue as a % of public tax revenue and GDP per capita (2013)

50
51

Expenditure as a % of public expenditure and SNG tax revenue as a % of public tax

52

SNG debt as a % of GDP and public debt

53

54

SNG debt as a % of GDP and public debt in federal and unitary countries (2013)



Figure 44. Breakdown of SNG debt by levels of SNGs in federal countries (2013, % of GDP) 55
Figure 45. SNG debt as a % of GDP and GDP per capita (2013) 56
Figure 46. SNG debt as a % of public debt and GDP per capita (2013) 57
Figure 47. Debt composition in federal and unitary countries (2013) 58
Figure 48. Debt composition by country (% of total SNG debt, 2013) 58
Figure 49. Seven geographical areas 64
Figure 50. The sample of countries by geographical area 65
Figure A1. SNG expenditure as a % of GDP (2013) 291
Figure A2. SNG expenditure as a % of public spending (2013) 292
Figure A3. SNG expenditure dedicated to education (% of GDP, 2013) 293
Figure A4. SNG expenditure dedicated to social protection (% of GDP, 2013) 293
Figure A5. SNG expenditure dedicated to general public services (% of GDP, 2013) 293
Figure A6. SNG expenditure dedicated to health (% of GDP, 2013) 293
Figure A7. SNG expenditure dedicated to economic affairs and transport (% of GDP, 2013) 294
Figure A8. SNG expenditure dedicated to housing and community amenities (% of GDP, 2013) 294
Figure A9. SNG expenditure dedicated to recreation, culture and religion (% of GDP, 2013) 294
Figure A10. SNG expenditure dedicated to environmental protection (% of GDP, 2013) 294
Figure A11. Share of SNG expenditure dedicated to education in SNG expenditure (%, 2013) 295
Figure A12. Share of SNG expenditure dedicated to general public services in SNG expenditure (%, 2013) 295
Figure A13. Share of SNG expenditure dedicated to economic affairs and transportin SNG expenditure (%, 2013) ..o 295
Figure A14. Share of SNG expenditure dedicated to social protection in SNG expenditure (%, 2013) 295
Figure A15. Share of SNG expenditure dedicated to health in SNG expenditure (%, 2013) 296
Figure A16. Share of SNG expenditure dedicated to housing and community amenities in SNG expenditure (%, 2013) ... 296
Figure A17. Share of SNG expenditure dedicated to recreation, culture and religion in SNG expenditure (%, 2013) ... 296
Figure A18. Share of SNG expenditure dedicated to environmental protection in SNG expenditure (%, 2013) 296
Figure A19. SNG staff expenditure as a % of GDP (2013) 297
Figure A20. SNG staff expenditure as a % of public staff expenditure (2013) 298
Figure A21. SNG investment as a % of GDP (2013) 299
Figure A22. SNG investment as a % of public investment (2013) 300
Figure A23. SNG revenue as a % of GDP 301
Figure A24. SNG revenue as a % of public revenue 302
Figure A25. SNG grants and subsidies as a % of GDP (2013) 303
Figure A26. SNG grants and subsidies as a SNG revenue (2013) 304
Figure A27. SNG “other revenues” as a % of GDP (2013) 305
Figure A28. “other revenues” as a % SNG revenue (2013) 306
Figure A29. Tax revenue as a % of GDP (2013) 307
Figure A30. Tax revenue as a % of SNG revenue (2013) 308
Figure A31. SNG debt as a % of GDP (2013) 309
Figure A32. SNG debt as a % of public debt (2013) 310
LIST OF TABLES
Table 1. Number of subnational governments by level (2015-16) 15
Table 2. SNG expenditure and income country groups (2013) 22
Table 3. Main financial indicators 63
Table 4. The 17 selected federations by regional area and income group 66

ACRONYMS

COFOG  Classifications of the Functions of Government (COFOG)

cIr Company income tax

GDP Gross Domestic Production

LGFA Local government funding agencies
SNG Subnational government

UWA Unweighted average
VAT Value Added Tax

CONTENTS | ~



SUBNATIONAL GOVERNMENTS AROUND THE WORLD STRUCTURE AND FINANCE | ==

OBJECTIVES
OF THE STUDY

Monitoring local finances is an essential step towards
assessing subnational governments' financial capacity to
exercise the responsibilities assigned to them and to design
effective and efficient development policies.

At the international level, several initiatives and
instruments have been launched over recent years to
provide subnational finance data in a comparable and
reliable way. However, they remain limited or focused
on micro-data or on a limited sample of countries, and
do not provide a global vision of the state of subnational
finances worldwide. In addition, few of these initiatives are
interconnected, neitherare they updated on a regular basis.
At the national level, accounting and reporting systems
are developed by the different ministries and agencies
in charge of economic statistics, public finance and local
governments. However, they are largely heterogeneous in
terms of quantity and quality of information, depending
on countries, and sometimes lack transparency or ease of
access for external stakeholders. There are still a number
of countries which have not yet implemented harmonised
national accounting systems according to the international
standards of the System of National Accounts.

Having and sharing reliable and comparable
data on subnational finance is essential for a better
understanding of the financialand investment capacities
of subnational governments at the local, national and
international scales. This need was acknowledged during
the Third International Conference on Financing for
Development and in the Zero Draft of Habitat IIL. This is
also crucial to promote and facilitate dialogue between
the various levels of government and enhance the multi-
level governance framework, as well as to enhance
accountability and transparency at subnational levels
and improve trust with citizens. Finally, availability and
reliability of subnational finance data are instrumental
to access external resources such as borrowing or private
resources.

The OECD and United Cities and Local Government
(UCLG) have decided to join forces to prepare this
statistical study launched in October 2016 at the
UCLG Summit in Bogota. It is a first attempt to build a
systematic data compilation on local finances on 101
countries in the world, based on quantitative and
qualitative data.



This study presents the main organisational and
financial indicators related to subnational governments
in 101 federal and unitary countries worldwide. It
provides, through country profiles and a synthesis
analysis, qualitative information on subnational
government structure and responsibilities, as well as
macro financial data assessing subnational government
spending, investment, revenue and debt. Financial
indicators of the country profiles are accompanied by
short comments on the structure of expenditure and
investment (by type and economic function), revenue
(tax, grants, user fees and property income, etc.) and
the main characteristics of the debt and fiscal rules.

This study is a first exploratory step: the study
process has identified the main information sources at
international and national levels, as well as some major
methodological and information gaps which will need
to be addressed for further development. The goal is
to also link this global overview to other national and
internationalinitiatives, and as a second step, to include
“micro-data” at city or regional levels, based on the
collection of individual city and regional accounts.

With this perspective in mind, further support and
commitment from a broader range of international
development partners will be needed to transform this
building blockinto a more comprehensive and permanent
tool that can assess subnational governments' capacity
to effectively carry out their responsibilities, in a more
transparent and accountable manner.

The 101 countries of the sample
represent 5.965 billion inhabitantsi.e.
82% of world population spread over
the seven main regional areas in the
world. The sample represents in total
87.5% of the world GDP

OBJECTIVES OF THESTUDY | <o
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EXECUTIVE SUMMARY

This report presents a snapshot of subnational
government structure and finances in 101 countries.
These countries include 17 federations and 84 unitary
countries, and, together, comprise over half a million
subnational jurisdictions. A subnational government
(SNG) is defined as a decentralised entity whose
governance bodies are elected through universal
suffrage and which has general responsibilities and
some autonomy with respect to budget, staff and assets.

THE STRUCTURE AND SIZE OF
SUBNATIONAL GOVERNMENT VARIES
ACROSS COUNTRIES

Thirty-one countries of the sample have only
one subnational level (municipal), 47 are two-tiered
(municipal and regional/federated state levels), and
23 have three layers of SNGs, with an intermediate level
between the municipal and regional/federated state
levels. The SNG system can be even more complex in
some countries, with additional levels or sub-categories
within the same layer, such as in China. India also has
a singular structure, comprising 250 706 subnational
governments, including around 250 000 villages and
small towns, which are the cornerstone of local self-
governmentin the country.

The average size of municipalities is 56 000
inhabitants. Municipalities are larger in Africa and
Asia-Pacific than in Europe, Eurasia and North America.
Similarly, they are smaller on average in three-tiered
countries than in two- or single-tiered systems. Where
municipalities are large, there is often a structured
network of sub-municipal entities, such as villages, civil
parishes, communities and wards, that support local
governments in service delivery and other functions.
Size matters, because it affects the ability of local
governments to reap the benefits of scale economies in
service provision.

SNGs PLAY AN IMPORTANT ROLE IN
SERVICE DELIVERY, ESPECIALLY IN THE
SOCIAL AREA...

SNGs account for around one-quarter of total
government spending on average, or 9% of GDP.
Subnational spending shares are particularly high,
exceeding 35% of government spending and 15% of GDP
in most federations but also in some unitary countries,
such as China, Denmark, Finland, Japan, Korea, Sweden
and Vietnam. In any case, spending shares do not
necessarily reflect policy-making autonomy: in some
cases, spending is “deconcentrated” or “delegated” by
the centre to the SNGs, rather than “decentralised”, and
SNGs act as an “agent” of the centre, with limited or no
policy-making autonomy.

The bulk of SNG spending is on education, general
public services and social protection. Education alone
amounts to over one-fifth of SNG spending, or about
2.6% of GDP. General public services (administrative and
debt related expenses) come second, followed by social
protection, health and economic affairs/transportation.
SNG spending on housing and community amenities
(supply of potable water, public lighting, urban heating
and facilities), recreation, culture and religion and
environmental protection weight between 0.4% and
0.6% of GDP.

... AND THEY ACCOUNT FOR A LARGE
SHARE OF PUBLIC INVESTMENT
WORLDWIDE

SNG investment represents almost 40% of public
investment, or 22% of SNG expenditure and 1.5% of
GDP worldwide. However, national situations are very
diverse, and SNG investment is particularly large in
the federal countries, accounting for 63.1% of public
investment (close to 90% in Belgium and Canada),
against about 33.9% in the unitary countries. However,
SNGs can also be a driving force for public investment in
unitary countries such as France, Japan, Kazakhstan, the
Netherlands, Peru and Vietnam. In any case, investment
is a shared responsibility across levels of government,
making its governance particularly complex, as
recognised by the OECD Recommendation on effective
publicinvestment across levels of government.



In a number of countries, the lion’s share of public
sector workers is employed by SNGs, which account for
about 35% of government payroll spending. In some
unitary countries, such as Japan, the Netherlands,
Ukraine, Poland, Vietnam and most of the Nordic
countries, SNGs are also major public employers, either
directly or on behalf of the central governmentin sectors
such as education, health care, social services or security
(local police force). Staff expenditure is usually the top
SNG budget item, ahead of the purchase of goods and
services, representing around one-third of total SNG
expenditure on average.

REVENUE SOURCES VARY ACROSS
COUNTRIES, BUT GRANTS AND
SUBSIDIES ARE PARTICULARLY
IMPORTANT

Grants and subsidies amount to over one-half of
SNG revenue, followed by tax revenue, comprising both
shared and own-source taxes which account for around
one-third of SNG revenue. In federal countries, tax
revenue represents a higher share of SNG revenue than
in unitary countries, where grants and subsidies are
predominant. In some countries, such as Switzerland,
Canada and Finland other sources of revenue can be
significant, such as propertyincome (e.g. dividends from
local public companies and royalties), or local public
service charges.

The dependence of SNGs on central government
funding through grants and transfers reflects “vertical
imbalances” in intergovernmental relations between
revenue and expenditure, which drives a wedge between
the marginal costs and benefits of the goods and services
provided by SNGs.

SNG DEBT IS VERY UNEVEN AMONG
COUNTRIES

At the end of 2013, SNGs accounted for 14.0% of
outstanding gross government debt, or 9% of GDP.
SNG debt is significantly higher in federal countries,
particularly in the OECD area, than in unitary
countries. In many countries, subnational borrowing
is often constrained by central government control,
administrative restrictions and/or prudential rules on
the level of debt stock or service. SNG fiscal frameworks
have been reinforced in recent years in many countriesin
support of fiscal consolidation.

Loans are the main source of external funding,
representing 57.3% of outstanding debt, while debt
securities (regional and municipal bonds) accounted
for 11%. Bond financing is more developed in federal
countries. The share of non-financial debt may be
significant in some countries, contributing to a
particularly high level of total debt.

WEALTHIER COUNTRIES TEND TO BE
MORE DECENTRALISED

SNG spending and revenue shares tend to rise
with level of development, as measured by income
per capita, although the correlation is less strong for
the subnational share of public investment and the
composition of revenue between tax and other sources.
Of course, correlation does not imply causation, and
many other socio-economic, historical and institutional
factors are important, not least the federal/unitary
structure of a country.

OBJECTIVE AND SCOPE OF THE STUDY

The study was jointly conducted by the OECD
and UCLG, with the support of Agence Francaise
de Developpement (AFD). It aims at providing
reliable and comparable facts and data on
the structure, responsibilities and finance of
subnational governments around the world. Itis
a first contribution to the Global Observatory on
Local Finances.

The 101 countries of the sample account
for 82% of the world’s population, or close to 6

billion people spread over seven main regional
areas: Africa, Asia Pacific, Euro-Asia, Europa,
Latin America, Middle East and West Asia,
North America. They total around 88% of the
world GDP: 37% of countries are high-income
economies on the basis of the World Bank
classification, including a majority of OECD
countries; 26% and 24% belong to respectively
upper and lower-middle income groups while
14% are low income economies, coming all from
the African continent.
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SUBNATIONAL

GOVERNMENT STRUCTURE

The 101 countries of the sample! comprise a total of
522 629 subnational governments, including 250 706 SNGs
for India alone?. Excluding India, the total number of
SNGsis 271 923. A subnational government is considered
to be a decentralised entity elected through universal
suffrage and having general responsibilities and some
autonomy with respect to budget, staff and assets?.
Therefore, several categories of subnational entities
have been excluded from the count (Box 1).

1.1
SNGs ARE DISTRIBUTED ACROSS ONE,
TWO OR THREE GOVERNMENT LAYERS

SNGs are distributed across one, two or three levels
of government. However, it may be that one single level
comprises several sub-layers as is the case for Peru,
Russian Federation or South Africa for example. Some
countries present a very complex SNG structure, with
four or even five levels of subnational government such
asin China.

In 31 countries, there is only one level of SNG:
the municipal level. It comprises entities called
“municipalities” in a majority of countries but also local
bodies in others with various different names (local
government areas, local councils, local authorities,
districts, etc.).

Among these single-tier SNG countries, it should
be stressed however, that some include one or two
autonomous regions, with some legislative powers, on
only part of the national territory (Finland, Georgia,
Portugal, Serbia, etc.), established for geographical,
historical, cultural or linguistic reasons.

! See Part I - Methodology and country sample and Annex 3 “Annex 3. Form of the State
and subnational government structure in the sample of selected countries (2015).

2 India counts around 250 000 villages and small towns called gram panchayat which are
the cornerstone of a local self-government organisation in the country)

3 Exceptions have been made for some countries. For example, the subnational government
structure can include entities only elected through indirect suffrage or “dual” entities
i.e. having an elected council but an executive appointed by the central government. It
may also be that the absence of local elections is just temporary or is currently changing
thanks to a decentralisation process (e.g. transformation of deconcentrated entities
into decentralised entities). In other countries, despite being elected, SNGs may have no
autonomous budget or staff, being still managed by the central government.

SUBNATIONAL ENTITIES EXCLUDED FROM THE

COUNT OF SUBNATIONAL GOVERNMENTS

The count of subnational governments does not include all
public entities located at the subnational level. It only encompasses
decentralised governments, elected by universal suffrage, with general
competencies and enjoying some autonomy with regards to their budget
and staff.

Therefore, the following subnational entities are not included:

* Deconcentrated districts or agencies of the central/federal/state
government established for administrative, statistical or electoral
purposes only.

 Special purpose entities, such as school boards, transport districts,
water boards, inter-municipal co-operation groupings, even if they
have deliberative assemblies elected by direct universal suffrage and
taxing powers (functional decentralisation).

* Sub-municipal localities (civil parishes, villages, wards, community
boards, settlements, etc.) even if they are municipal administrative
subdivisions under public law that may have their own delegated
budget, staff and tasks as well as elected representatives (council,
mayor). In fact, they cannot be considered to be self-governing, as
being “deconcentrated” creatures of the municipality established at
the initiative of the municipality. They do not have full local autonomy
and depend on their “mother-municipality”. Numerous countries have
these types of localities which can exist across the whole national
territory, or only part of it, in rural and/or urban areas (Greece,
Ireland, Korea, Netherlands, New Zealand, Portugal, Slovenia, United
Kingdom, etc.).

In some cases, special areas (e.g. Indian reserves and settlements
in Canada and the United States) as well as communities located in
unorganised or unincorporated areas (e.g. Australia and Canada).

SYNTHESIS ANALYSIS | =



SUBNATIONAL GOVERNMENTS AROUND THE WORLD STRUCTURE AND FINANCE | =

In general, single-tiered SNG countries are small in
terms of population and/or area. Taken together, they
represent 4% of the total area and population of the
country sample (Figure 1). There are no countries from
the Asia-Pacific area in this group (Figure 2). In contrast,
thereis a large majority of European countries (39%).

Figure 1. Breakdown of countries, population and area by their number of SNG tiers
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Figure 2. Breakdown of countries by geographical area* and their number of SNG tiers
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Note: see “Part Il = Methodology and country sample” for the breakdown of countries by geographical areas

The majority of countries (47) have two levels of
SNGs, the municipal and the regional level (states,
regions, provinces). Twelve federal countries belong to
this group. They all have various different sizes in terms
of population and area, but overall they represent 51%
of population and 60% of the total area of all countries.
More than half of African and Asia-Pacific countries
belong to this group as well as 64% of Latin American
countries.

Finally, 23 countries, including five federal countries,
have three layers of SNGs: municipal and regional, with a

third intermediary layer between them: départements in
France, provinces in Belgium, Italy and Spain, districts
in Germany, Mali and Vietnam, counties in Poland,
United Kingdom and the United States, raions in several
Euro-Asian countries (Kazakhstan, Kyrgyzstan, Moldova,
etc.). Some large cities of “regional importance” may
also have the status of intermediary government, such
as in Thailand. With some exceptions, they are among
the most populated countries. In total, the 23 countries
represent 45% of population and 36% of the total area of
all countries. Almost half of Asia-Pacific countries of the
sample have three levels of SNGs.



1.2

OVER 522 000 SUBNATIONAL
GOVERNMENTS EXERCISE VARIOUS
DIFFERENT RESPONSIBILITIES

In total, the study identified around 522 629
subnational governments: 509 748 municipal-level
governments, 11 181 intermediate governments and
1 700 regions or state governments. Again, there are
more than 250 000 subnational governments in India.
Without India, the total numberis cut by almost half.

Table 1. Number of subnational governments by level (2015-16)

Number of Number of Number of state/
o : : : Total number
municipal-level intermediate level regional-level
of SNGs

governments governments governments
Single-tiered SNG countries 5718 0 7* 5725
Two-tiered SNG countries 302 843 102 1050 303995
Three-tiered SNG countries 201187 11079 643 212909
Total 509 748 11181 1700 522 629

* Autonomous regions

SNGs can greatly differ in terms of administrative
status, competences and funding across the same
category of SNG in a given country. This is also the
case in federal countries when local governments
are governed by federated state constitution and
legislation®. Their names, status, responsibilities and
funding can vary from one federated state to another
(Argentina, Australia, Canada, Russian Federation,
United States, etc.).

A detailed distribution of responsibilities across
levels of governmentis provided in the country profiles,
showing a wide diversity between countries. However,
some general schemes emerge (Figure 3). In most
federal countries, federal governments have exclusive
and listed competences (foreign policy, defence,
money, criminal justice system, etc.) while state
governments have wider responsibilities. At the local
level, local government responsibilities are defined by
state constitutions and/or laws, and they can differ
from one state to another. In unitary countries, the
assignment of responsibilities is generally defined
by national laws, referring sometimes to the general
clause of competence or “subsidiarity principle”,
especially for the municipal level. Laws can also
define whether a subnational responsibility is an own/
exclusive local function, a delegated task on behalf
of the central government or a shared responsibility
with another institutional government level. Some
SNG tasks can be mandatory while others are optional.
As a result, the breakdown of competences between

central/federal government and SNGs as well as across
SNG levels is particularly complex in many countries,
leading sometimes to competing and overlapping
competences and a lack of visibility and accountability
concerning public policies (OECD 2016a).

A detailed distribution of
responsibilities across levels of
government is provided in the country
profiles, showing a wide diversity
between countries

+In most federations, local governments are “creation of the states” by whom they are
also governed. There are some exceptions such as Brazil. According to the Brazilian
federative pact, municipalities are granted the status of federal entities, at the same level
as the states. They are governed by an organic law and enjoy the same legal status.
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Figure 3. Breakdown of responsibilities across SNG levels: a general scheme

MUNICIPAL LEVEL INTERMEDIARY LEVEL REGIONAL LEVEL

A wide range of responsibilities:
* General clause of competence

* Eventually, additional allocations by the
law

Community services:

* Education (nursery schools,
preelementary and primary education)

¢ Urban planning & management

* Local utility networks (water, sewerage,
waste, hygiene, etc.)

* Local roads and city public transport

¢ Social affairs (support for families and
children, elderly, disabled, poverty, social
benefits, etc.)

* Primary and preventive healthcare
* Recreation (sport) and culture

* Public order and safety (municipal police,
fire brigades)

* Local economic development, tourism,
trade fairs

* Environment (green areas)
* Social housing
* Administrative and permit services

Source: OECD (2016a), Regions at a Glance.

Specialised and more limited
responsibilities of supra-municipal
interest

An important role of assistance
towards small municipalities

May exercise responsibilities
delegated by the regions and central
government

Responsibilities determined by the
functional level and the geographic
area:

* Secondary or specialised education

* Supra-municipal social and youth welfare
* Secondary hospitals

* Waste collection and treatment

* Secondary roads and public transport

* Environment

Heterogeneous and more or less
extensive responsibilities depending
on countries (in particular, federal vs
unitary)

Services of regional interest:

* Secondary / higher education and
professional training

* Spatial planning

* Regional economic development and
innovation

* Health (secondary care and hospitals)

* Social affairs e.g. employment services,
training, inclusion, support to special
groups, etc.

* Regional roads and public transport
e Culture, heritage and tourism

* Environmental protection

* Social housing

* Public order and safety (e.g. regional
police, civil protection)

* Local government supervision (in federal
countries)

1.3

THE MUNICIPAL LANDSCAPE IS VERY

DIVERSE

A multiplicity of municipal administrative statuses
can be found within the same country depending on
political and administrative characteristics (federal vs
unitary country) but also on demographic, geographic,
economic, cultural and historical characteristics. The
most commonly found distinction is between urban and
rural municipalities (and/or according to municipal
size). A distinction can also be made for cities with
dual status, in particular the municipal status and the
status of an upper level of SNG (e.g. statutory cities in
Austria and Czech Republic, city-states and district-free
cities in Germany). They enjoy, in some cases, extended
responsibilities or prerogatives.

The municipal sector is subject to important
territorial reforms aiming at changing their structures
through municipal mergersandimproving the efficiency
of services they provide, in particular through inter-
municipal co-operation (Chatry I. and Hulbert C., 2016
forthcoming). Infact, in many countries, municipalities
are considered to be too small to carry out their
tasks efficiently and realise economies of scale. The
average municipal size illustrates this issue, the
unweighted average amounting to 56 027 inhabitants
(based on 85 countries). Figure 4 illustrates the vast

differences between countries from highly fragmented
municipal landscapes, such as the Czech Republic,
France, Mongolia and Slovak Republic (less than 2 000
inhabitants on average) to very large municipalities
in countries such as Indonesia, Korea, Malawi,
Malaysia and Tanzania, (100 times higher i.e. 200 000
inhabitants on average). It is however important to
underline that countries with large municipalities often
have a well-developed and structured network of sub-
municipal localities that allow to retain proximity for
the provision of local services.



Figure 4. Average municipal size in selected countries (number of inhabitants, 85 countries)
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Average municipal size also reveals some common
features by geographical area, African and Asia-Pacific
municipalities being larger on average than European,
Euro-Asia and North American municipalities (Figure
5). This can be partly related to on-going processes
of decentralisation in African countries that is not
achieved, with the number of subnational governments
entities growing rapidly, such as in Uganda. The general
structure of subnational government layers of each
country may also play a role. Three-tiered SNG countries
seem to have smaller municipalities on average than
single or two-tiered systems (Figure 6).

Figure 5. Average municipal size by geographical area**
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Figure 6. Average municipal size by SNG country system**
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** Averages are based on unweighted averages of national averages.

However, the average municipal size indicator
remains insufficient compared to other indicators such
as the median or the distribution of municipalities
according to population size class (OECD 2016b). In
many countries, it is considered that the problem is
not the average municipal size which masks municipal
diversity in terms of size, but the high number of very
small municipalities that are not able to cope with their

responsibilities due to insufficient financial, human
and technical capacity. Size matters because it affects
the ability of local governments to reap the benefits of
scale economies in service provision. In other countries
however, the trend is reversei.e. resulting in the creation
of new municipalities instead of amalgamations. In some
cases it reflects a trend towards more decentralisation,
proximity and accountability towards citizens.



SUBNATIONAL GOVERNMENT
SPENDING RESPONSIBILITIES
VARY CONSIDERABLY ACROSS

COUNTRIES

2.1
LEVELS OF SPENDING DECENTRALISATION
ARE GLOBALLY VERY DIVERSE

In 2013, SNG expenditure accounted for 9.0% of GDP
and 23.9% of public spending on average (unweighted)
in 95 countries of the sample. These averages conceal a
wide variety of national situations.

Different groups of countries can be distinguished
(Figure 7). Three countries stand apart from the others
in terms of their particularly high subnational spending
in GDP and total public expenditure: two are unitary
countries (China and Denmark), while the third is a
federal country (Canada). In China, 85% of public
expenditure is made by SNGs. In fact, there has been
considerable devolution of expenditure responsibilities
at SNG levels, including the decentralisation of social
protection systems, and China might seem to be one of
the most decentralised countries in the world. However,
these figures can also give a misleading picture of the
reality concerning actual devolution of power (Box 2).
In China, SNGs have no “inherent” power as China’s
Constitution stipulates that subnational governments’
power and responsibilities are delegated by the central
authorities, who may also rescind them (OECD 2015b).

The second group with high level of public spending
at subnational level (over 35%) and accounting for a
large share of GDP (between 15% and 25%) are mostly

SPENDING RATIO LIMITS AS AN INDICATOR OF

DECENTRALISATION

Spending ratios as an indication of spending autonomy
should be interpreted with caution. In fact, a high level of
subnational expenditure does not necessarily mean a high level of
decentralisation, as in some cases these expenditures are delegated
from the central government. The assignment of responsibilities to
SNGs does not mean that SNGs have full autonomy in exercising them
and regarding the choice of how and where expenses are allocated.
SNGs may simply act as a “paying agent” with little or no decision-
making power or room for manoeuvre. It is often the case when
SNGs are in charge of paying teachers or health staff wages or social
benefits on behalf of central government, without control on their
development. Itis also the case when SNGs do not have full autonomy
and decision-making authority in their fields of responsibility,
functioning sometimes more as agencies funded and regulated
by the central government rather than as independent policy
makers. In addition, SNGs can also be constrained by regulations,
norms and standards which can impose compulsory expenditures
(environmental norms, security standards, etc.) resulting in higher
spending. Consequently, the share of SNGs in general government
expenditure or GDP, while providing a valuable macroeconomic
overview of the level of decentralisation, is sometimes open to
overestimation, in particularin countries where SNGs have numerous
spending obligations on behalf of the central government.

Source: OECD (2016) Regions at a Glance.
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federal countries, where expenditure of the state and
local governments are combined. This group is made
up of eight out of nine federal countries from the OECD
(the ninth, Canada, being in the first group) as well as
Argentina, Brazil, India, Russian Federation and South

Figure 7. Subnational government expenditure as a % of GDP and public expenditure (2013)
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Africa. However, one can also find several unitary
countries such as Finland, Korea, Japan, Vietnam and
Sweden.

The third group comprises countries which share the
global average of between 8% and 15% of GDP and 15%
and 35% of public spending. This group comprises only
unitary countries with a majority from Europe. However,
there are two Latin America countries (Colombia and
Peru), three Asian countries (Indonesia, Mongolia and
Philippines), two countries from Euro-Asia (Kazakhstan
and Moldova) and only one from Africa (Ghana).

At the other end of the spectrum, we find centralised
countries where local authorities have limited spending
responsibilities. In these countries, SNG expenditure
accounts for less than 8% of GDP and 20% of public
spending. The group comprises only one federal country
(Malaysia), all others being unitary. They include almost
all African countries (85% of African countries fall into

this category) but also several OECD countries such as
Chile, Greece, Hungary, Ireland, Israel, Luxembourg,
New Zealand, Portugal, Slovakia, Slovenia or Turkey
as well as 65% of the selected Latin America countries
(Costa Rica, Dominican Republic, Paraguay, Guatemala,
Honduras, EL Salvador, etc.), several Euro-Asia countries
(Azerbaijan, Armenia, Albania, etc.) and some few Asia-
Pacific countries (Thailand, Cambodia).

Overall, 58% of countries of the sample are below
the average in terms of spending-to-GDP ratio as well
as regarding the share of SNG in total public spending
(Figures A1.and A2.in Annex 5).

This wide diversity of scenarios regarding spending
decentralisation is explained by the assignment of
responsibilities across levels of government as well
as the availability of resources for SNGs to effectively
perform their duties (which vary considerably from
country to country). In fact, there can be a mismatch



Figure 8. SNG expenditure as a % of GDP and public expenditure in federal and unitary countries (2013)
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between expenditure responsibilities and revenue
sources, restraining SNGs from carrying out all the
devolved tasks.

SNG spending responsibilities may vary according
to whether the country is federal or unitary, its
geographical area and population size or its territorial
organisation. The degree of decentralisation and the
nature of responsibilities carried out by SNGs over
certain sectors are also crucial factors. In fact, some
spending areas, such as education, social services
and health, generate a greater volume of expenses
than others, because they involve significant current
expenditure (e.g. social benefits or payment of teachers,
social workers or hospital staff wages). When SNGs are
in charge of those responsibilities, this automatically
results in a high level of expenditure.

In federal countries, as underlined above,
SNG expenditure is the sum of the state and local
governments. Therefore, it represents a higher ratio
amounting to 18.1% of GDP and 47.6% of public
expenditure on unweighted average based on 16
countries (Figure 8). Some federal countries are
however, significantly below these federal averages, in
particular Malaysia and Nigeria while Brazil, Canada,
Russian Federation, South Africa and Switzerland are
well above both federal averages (Figures A1. and A2. in
Annex 5).

In unitary countries, local government expenditure
is significantly lower than in federal countries,
representing 7.2% of GDP and 19.1% of public
expenditure on unweighted average (Figure 8). The

situation of unitary countries is however very diverse
across the sample (Figures Al. and A2. in Annex 5).
There are great differences between countries where
local governments have limited responsibilities and
therefore a low level of spending, and very decentralised
countries. In 25 unitary countries (out of 79), SNG
expenditure is equal to or less than 3% of GDP. At the
other end of the spectrum, there are 19 countries in
which SNG expenditure exceeds 10% of GDP and even
15% in seven countries (China, Denmark, Finland,
Japan, Norway, Sweden and Vietnam) reflecting the
strong involvement of SNGs in the economy and society.
However, it is important, one again, to insist on the
relativeness of the spending ratio. In several countries
cited above, SNG spending is more “deconcentrated”
or "delegated spending" made on behalf of central
government than decentralised spending (Box 2).

There can be a mismatch between
expenditure responsibilities and

revenue sources, restraining SNGs from
carrying out all the devolved tasks
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Most decentralised countries belong, for their
majority, to the group of countries having the highest
income. By the same token, the least decentralised
ones belong to the group of countries having a low
income (Figure 9 and Table 2).

Figure 9. SNG expenditure and income country groups (2013)
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Table 2. SNG expenditure and income country groups (2013)

SNG Lower middle Upper middle High All
expenditure income income income 95 countries
% of GDP 1,7% 6,3% 8,3% 13,2% 9,0%
% of public expenditure 7,5% 20,3% 25,1% 29,7% 23,9%
If we compare the level of spending in particular which way the causation works. Some

decentralisation, measured by the share in GDP or
in public spending, with the GDP per capita, there
seems to be a positive correlation (Figures 10 and
11). It means that most decentralised countries
seem to have the highest GDP per capita while the
most centralised countries would have the lowest. Of
course, this is not a general rule and there are several
counter-examples. In fact, itis important to note that
the cause-effect link between decentralisation and
the level of development (measured by the GDP per
capita or the income group) may not be always clear,

high income countries are centralised while several
low or middle income countries are decentralised.
In fact, decentralisation is not a panacea for any
type of problem a country can face. It may offer
opportunities, but it also entails risks in terms of
efficiency (public policies and services delivery),
representation (political governance) and national
unity. It may produce perverse effects and fail to
deliver on the promise of improved efficiency and
political gains. Therefore, decentralisation is not
good or bad in itself. Its outcomes much depend on



Figure 10. Comparing SNG expenditure as a % of GDP and GDP per capita (2013)
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the way the process is designed and implemented, on
the degree of maturity of institutions, on adequate
subnational capacities and on the quality of multi-
level governance, including efficient coordination
mechanisms across levels of government.

There seems to be a positive
correlation between the level of
spending decentralisation measured

by the share in GDP or in public
spending, and the development level
of the countries, measured by the GDP
per capita
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Figure 11. Comparing SNG expenditure as a share of public spending and GDP per capita (2013)
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Note: Luxembourg is not represented on the graph as it is an extreme case due to its high GDP per capita (USD 98 163 PPP).

2.2
SUBNATIONAL GOVERNMENT
EXPENDITURE BY ECONOMIC FUNCTION

The breakdown of SNG expenditure by economic
function reflects both the involvement of SNGs in
some key areas for local development and well-being
(education, health, social protection, environment,
etc.) and the distribution of responsibilities across the
different levels of government.

Expenditure (current and capital) by economic
function presented below follows the classification of the
ten functions of government or COFOG®. However, this
international classification is not used in all countries.
Where national classification did exist but was too
different or partial, it was not included in the statistical
analysis. These two factors explain the relatively small
sample of countries (61 countries including 51 unitary
and 10 federal countries).

The weight of SNG expenditure by economic
functionin GDP

In the country sample, the primary area of SNG
spending as a % of GDP is education (primary and
secondary as well as higher education in some countries)
amounting to 2.6% of GDP on unweighted average
(Figure 12). The share of spending on education is
significantly higher in federal countries (4.8% of GDP)
than in unitary countries (2.2%), for which it remains
the highest SNG spending share overall.

5 See Part IT “Methodology and country sample” and Annex 4 “Detailed structure of the
Classifications of the Functions of Government (COFOG)”



Education is followed by social protection (social
services and benefits as well as investment in social
infrastructure for families, children and youth, elderly,
the unemployed, disabled people, deprived persons,
immigrants, etc.). SNG spending in this area represented
1.9% of GDP in 2013 for all countries (2.8% in federal
countries and 1.7% in unitary countries).

The third highest spending area is general public
services (1.9% of GDP), a function which accounted
for 4.6% in federal countries and only 1.3% in unitary
countries. This function includes all expenses relating
to the organisation and operation of government, the
collection of taxes and the management of public debt.

Figure 12. Breakdown of SNG expenditure by economic function as a % of GDP (2013)
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Spending on health represented 1.5% of GDP, and
as much as 3.4% of GDP in federal countries where
SNGs, in particular state governments, often have
wide responsibilities, including the management of
public hospitals, specialised medical services and basic
healthcare.

SNG spending on economic affairs (economic
interventionsin the industrial, energy, mining, agricultural
and construction sectors, etc.) and transportation (roads,
public transport, etc.) also represented 1.5% of GDP,
reaching 3.0%in federal countries.

Housing and community amenities (water supply,
public lighting, urban heating, social housing,
community development, etc.) accounted for 0.6% of
GDP for all countries, be they federal or unitary.

Spending on recreation, culture and religion
(sports, libraries, recreational areas, museums,
cultural heritage, etc.) and environmental protection
(waste, sewerage, parks and green areas, air pollution,
noises, soil protection, nature preservation, water
quality, etc.) accounted for respectively 0.5% and 0.4%
of GDP.

Public order and safety includes local and regional
police services, fire-protection services, prisons,
civil protection and emergency services. Defence
remains marginal as it is very rarely a subnational
responsibility. Taken together, they represented 0.3%
of GDP for all 61 countries but more than 1.1% of GDP
in federal countries where state governments may
have significant responsibilities for public order and
safety.
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The breakdown of SNG expenditure by economic
function as a percentage of GDP by country provides
a good overview of the importance of responsibilities
carried out by SNGs in each country (Figure 13 and also
Figures from A3 to A10in Annex 5).

In Belgium, Canada, Switzerland and the United States,
SNGs spent more than 5.4% of GDP on education, Belgium
standing out with a ratio of 7.3% of GDP (Figure A3).

In Denmark, over 20% of GDP is spent by SNGs in the
social sector, largely due to the fact that municipalities
administer a number of social security transfers (OECD
2016a). In China, Finland and Sweden SNG social
spending represented more than 5% of GDP (Figure A4).

Expenditure related to general public services is
particularly high in the Russian Federation, accounting

for almost 11% of GDP. In other federal countries such
as Belgium, Canada, Germany, India and Spain, SNG
spendingin this area represented between 4% and 5% of
GDP (Figure A5).

SNG spending on health was over 5% of GDP in
Denmark, Finland, Italy, Spain and Sweden, with Canada
reaching 10.2% of GDP. In these countries, both federal
and unitary, SNGs and in particular, the state/regional
levels have extensive responsibilities in the health sector
(Figure A6).

Figure 13. Breakdown of SNG expenditure by economic function as a % of GDP by country (2013)

DNK
CAN
SWE
CHN
RUS
FIN
BEL
ZAF
ESP
DEU
CHE
USA
AUT
JPN
IND
UKR
NOR
ITA
NLD
KOR
ISL
POL
coL
HRV
FRA
GBR
UWA all
LVA
CZE
EST
SVN
KAZ
ROU
MDA
PER
LTU
SRB
BGR
IDN
HUN
PRT
SVK
ISR
KGZ
LUX
GEO
CPV
TUR
NZL
ALB
IRL
GRC
KEN
UGA
ZWE
SLvV
PRY
ARM
CYP
MUS
MLT
AZE

0% 4% 8% 12% 16%

B Education B Social protection

20% 24% 28% 32% 36%

B General public services

B Health ¥l Economic affairs & transport M Housing and community amenities

[ Recreation, culture and religion ™1 Environmental protection ] Defence, security and public order




In the sector of economic affairs and transport,
SNGs in China, South Africa and India spend significantly
more than the average; almost 7% of GDP for China and
around 4.5% of GDP in South Africa and India (Figure
A7). Belgium, Canada and Switzerland also stand out
from the others with high spending ratios in this sector
(between 2.9% and 3.5% of GDP).

Spending on housing and community amenities by
SNGs amounted to more than 2.0% of GDP in China and
around 1.5% of GDP in Cabo Verde, Kazakhstan, Russian
Federation and Serbia (Figure A8).

Iceland stands out for its high level of SNG spending
dedicated to recreation and culture (2.2% of GDP),
culture being considered as a driving force for economic
and social developmentat the nationaland regional level
in this country. In Belgium, France, the Netherlands and
South Africa, SNG involvement in culture and recreation
is also substantial (Figure A9).

Finally, in the Netherlands, SNG spending on
environmental protection represented almost 1.5%
of GDP as well as more than 1% of GDP in Japan, in
relation in particular to high spending in waste water
management, waste management and the protection of
ambient air (Figure A10).

SNG expenditure by economic function as a share of
total SNG expenditure

If we look at the weight of each economic function
in SNG expenditure (Figure 14), there is no significant
difference between federal and unitary countries for
the main functions. Education comes first representing
21.8% of SNG spending, and slightly more for federal
countries. Education is closely followed by general
public services (20.3%). The third most important item
of spending is economic affairs and transport (13.8% of
SNG spending). Social protection spending accounted
for approximately 12.5% of SNG spending. Health
represented 9.4% of SNG spending in all countries
but significantly more in federal countries (15.3%).
Housing and community amenities, environmental
protection and recreation and culture accounted
for a larger share of SNG expenditure in unitary
countries than in federal countries, these functions
being classically carried out by local governments, in
particular by municipalities.

Figure 14. Breakdown of SNG expenditure by economic function as a % of total SNG expenditure (2013)
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Atthe country level, the breakdown of SNG expenditure
by economic function in total SNG expenditure provides
a complementary perspective to the previous findings
(Figures 15, and A11to A18in Annex5).

Figure 15. Breakdown of SNG expenditure by economic function as a % of total SNG expenditure
by country (2013)
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It shows that education is the mostimportant budget
item for SNGs in Kyrgyzstan, the Republic of Moldova,
Slovakia and Uganda (over 40% of their spending).
Spending on education also exceeds 30% of subnational
budgets in Lithuania, Israel, Slovenia and Latvia. In
these countries, SNGs are responsible for the payment
of teachers and administrative staff, in addition to the
building and maintenance of educationalinfrastructure.
In contrast, SNGs have no responsibilities in education,
not even for primary schools, in countries such as
Azerbaijan, Cyprus, Malta, New Zealand and Zimbabwe,
education remaining a central government task.

Expenditure related to general public services
represents a substantial proportion of SNG expenditure
budget in Cyprus, EL Salvador, Kenya, Malta and the
Russian Federation.

Economic affairs and transportation are a significant
budget line in China, India, New Zealand and Zimbabwe,
but also in Ireland, Peru and Romania, where SNG
invested a lotin transportinfrastructure.

The share of social protection expenditure in SNG
spending is particularly high in Denmark, as already
underlined, but also in Albania, China Japan and the
United Kingdom. In Cyprus, El Salvador, Malta, New
Zealand and Uganda, SNGs play no role in the social
sector.

Health is the primary SNG budget item in Italy,
exceeding 45% of SNG expenditure, and even 60% of
regional budgets (health services are organized within
special-purpose autonomous bodies - Azienda Sanitaria
Locale - funded by the regions). In Canada, health
also represented a large share of SNG budget (more
than 30%) as the provinces and territories administer
and deliver most of Canada’s health care services. In
contrast, in numerous countries, SNGs are not involved
- or very little - in the health sector which remains
under the responsibility of central government or social
security bodies.

In 2013, housing and community amenities
represented a large portion of SNG expenditure in
Azerbaijan but also in Cabo Verde and Turkey. In
Cabo Verde, Cyprus, Iceland and Israel over 12% of
SNG expenditure is dedicated to recreation, culture
and religion, while environmental protection was
a significant budget line for SNGs in Greece, Malta,
Mauritius, New Zealand and Zimbabwe.

In 2013, SNGs undertook 35.1% of all
government personnel expenditure,

accounting for 3.3% of GDP

2.3

THE ROLE OF SNGS AS PUBLIC
EMPLOYERS VARIES WIDELY ACROSS
COUNTRIES

Staff expenditure in GDP and public expenditure

In 2013, SNGs undertook 35.1% of all government
personnel expenditure, accounting for 3.3% of GDP on
unweighted average (83 countries). But there are wide
discrepancies between federal and unitary countries and
within individual countries (Figures 16, A19 and A20 in
Annex5).

In a number of countries, the lion’s share of public
sector workers is employed at the subnational level.
SNGs are key public employers, either directly or on
behalf of the central government in sectors such as
education, health, social services or public order (local
police force). This is the case in most federal countries
where SNG staff spending amounted to 68.2% of public
staff expenditure on unweighted average corresponding
to 7.2% of GDP. However, some federal countries such as
Austria, the Russian Federation but especially Nigeria
are well below both federal averages.
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Figure 16. SNG staff expenditure as a % of public staff expenditure and GDP
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SNG staff expnditure as a % of GDP

In unitary countries, SNGs undertook 29.0% of all
government personnel expenditure, accounting for 2.6%
of GDP on unweighted average. Some unitary countries
are wellabove both unitary country averages, in particular
Japan, Netherlands, Ukraine, Poland, Vietnam, and most
of Nordic countries. Among the latter, Denmark ranks first
among all countries with a ratio of 12.2% of GDP. In these
countries, SNGs employ a large share of public workers,
chieflyin the social and health sector.

One can note the countries where staff spending is
highly decentralised (or “deconcentrated/delegated” in
some cases) but represent a smaller share of GDP such as
Vietnam Japan, Uganda or Kazakhstan.

The weight of SNG staff expenditure in total SNG
spending

Staff expenditure is usually the top SNG budget
item, ahead of purchase of goods and services
(intermediate consumption). In 2013, it represented
34.4% of total SNG expenditure in the country
sample (Figure 17). It is interesting to note that the
institutional nature of the country does not seem to
have a great impact on the weight of staff spending
in total spending, although the unweighted average
for federal countries (36.6%) is slightly higher than
those of unitary countries (34.0%). At the country
level, variations are however much wider, ranging
from 11.3% in Burkina Faso to 60.3% in Mali. There are
some federal countries (Germany, Nigeria and Russian
Federation) where the weight of staff expenditure in
total SNG expenditure is less than 30%.



Figure 17. SNG staff expenditure in total SNG expenditure (%, 2013)
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SNG staff expenditure and levels of country income

The importance of SNG staff spending in a given
country depends largely on its level of income (Figure
18). The weight of SNG staff spending in GDP varies
greatly, ranging from 0.9% of GDP in low income
countries on unweighted average to 4.8% in highincome
countries. The share of SNG staff expenditure in public
staff expenditure also goes from 18.3% in low income

countries to almost 46% in high income countries.
However, the share of staff expenditure in total SNG
expenditure does not seem to be highly correlated to the
level of income, at least on average. The weight of staff
spending in SNG budget ranges from 31.4% for the lower
middle income group, to 36.7% for the high income
group. As already outlined above, there are, however,
large discrepancies between countries.

Figure 18. The weight of staff expenditure in GDP, public staff expenditure and SNG expenditure
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2.4
SNGS ARE KEY PUBLIC INVESTORS IN
MANY COUNTRIES IN THE WORLD

SNGs are key public investors in many countries in
the world but the diversity of national situations is also
found when considering SNG publicinvestment.

SNG investment represented 1.5% of GDP
worldwide in 2013

In 2013, SNG investment amounted to 1.5% of
GDP on unweighted average in the country sample
(90 countries). This average masks huge differences
between countries, from almost no SNG investment in
Malawi to 6.8% of GDP in China, which clearly stands out
from other countries included the sample (Figures 19
and A21in Annex 5).



In federal countries, the level of SNG investmentin GDP
is higher (1.9%) thanin unitary countries (1.4%). However,
the gap is not so wide. Only three OECD federal countries
(Australia, Canada and Switzerland) are above the
federal average together with India, Nigeria, the Russian
Federation and South Africa, i.e. only 7 federal countries
out of 16. Some OECD federal countries such as Austria,
Germany, Mexico and Spain (since the crisis) presented SNG
investment-to-GDP ratios below 1.6% in 2013. In contrast,
SNG investment in percentage of GDP reached high levels
in several unitary countries, such as Japan (2.9%), Korea
(3.1%), Peru (3.9%) and Vietnam (5.5%).

SNGs represented almost 40% of publicinvestment
worldwide in 2013

The role of SNGs in public investment also differs
widely from one country to another, from having almost
no role - or a very minor role to a key role (Figures 19
and A22 in Annex 5). The share of SNG investment in
public investment is quite significant, amounting to

39.1% in the country sample (unweighted average).
The majority of countries (55%) is above the average.
In federal countries, the share of SNGs is greater,
reaching 63.1%, while it was established at 33.9% in
unitary countries. Nine federal countries are above
the federal average, with Belgium and Canada close to
90%, combining investment from the states and local
governments. SNGS are also a driving force of public
investment is several unitary countries (France, Japan,
Kazakhstan, the Netherlands, Peru and Vietnam),
representing close to 60% or above of public investment
in 2013. In 45 unitary countries (i.e. 61% of unitary
countries), SNG investment exceeds 30% of public
investment and in 31 countries, it exceeds 40%, even if
in some countries, total amount dedicated to investment
in infrastructure and large facilities remain low because
of scarce resources for investing at national level or
because other spending priorities (Figure 19). In some
cases, the low investment rate may also correspond to
countries with a high share of staff expenditure - and
current expenditures more broadly.

Figure 19. SNG investment as a % of GDP and public investment (2013)
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These figures show that publicinvestmentis a shared
responsibility across levels of government (OECD 2013,
OECD 2014a), making governance of public investment
particularly complex (Box 3).

SUBNATIONAL GOVERNMENTS AROUND THE WORLD STRUCTURE AND FINANCE | &2

o
& | GOVERNING PUBLIC INVESTMENT ACROSS LEVELS OF GOVERNMENT
==

The Council of the OECD adopted in 2014 a
Recommendation on the Governance of Public
Investment across levels of government. When
done well, public investment can be a powerful tool
to boost growth and provide a solid infrastructure
to leverage private investment. In contrast, poor
investment choices or badly managed investment
waste resources, erode public trust and may hamper
growth opportunities (OECD 2014a).

Three systematic challenges for managing
publicinvestment across levels of government limit
efficiency and effectiveness:

1.Co-ordination challenges: Cross-sector, cross-
jurisdictional and intergovernmental co-ordination
is necessary, but difficult in practice. Moreover,
the constellation of actors involved in public
investment is large and their interests may not be
aligned.

2.Sub-national capacity challenges: Where the
capacities to design and implement investment
strategies are weak, policies may fail to achieve
their objectives. Evidence suggests that public
investment and growth outcomes are correlated
to the quality of government, notably at the
subnational level.

3.Challenges in framework conditions: Good
practicesin budgeting, procurement and requlatory
quality are integral to successful investment, but
not always consistent across levels of government.

The purpose of these Principles is to help
governments assess the strengths and weaknesses
of their public investment capacity across levels of
government and set priorities for improvement.

See: Implementation Toolkit : www.oecd.org/effective-public-
investment-toolkit/

Figure 20. SNG investment as a % of GDP by income groups (2013)
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The amount of SNG investment as a percentage
of GDP seems to vary according to a country’s income
(Figure 20). However, it is interesting to note that the
unweighted average level of SNG investment in GDP
in upper middle income countries is slightly higher
than in high-income countries. In fact, many upper
middle income countries are investing heavily in public
infrastructure which is considered as a key structural
driver of growth. The same may apply for the lower
middle income group as the difference in terms of SNG
investment in GDP between this group and the two
highest income groups is small (1.4% vs. 1.6% and
1.7%). Several countries in this group find themselves
boosting their publicinvestment to fill the infrastructure
gaps. In contrast, SNGs of low-income economies seem
to continue to invest very little (at least at subnational
level), and the gap between them and other countries is
huge.

Income levels also appear to have an impact on
the role of SNGs in public investment. The higher the
income level, the more involvement SNGs have in public
investment (Figure 21). Differences between income
groups are wide, ranging from a share of SNG investment
in public investment of 7.3% for low income countries
to a share of almost half of public investment for high
income countries (unweighted average).

Figure 21. SNG investment as a share of public investment by income groups (2013)
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Figure 22. SNG investment as a share of public investment and GDP per capita (2013)
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Note: Luxembourg is not represented on the graph as it is an extreme case due to its high GDP per capita (USD 98 163 PPP).

The same type of conclusion can be drawn when
considering the correlation between the involvement
of SNGS in public investment and GDP per capita (Figure
22). In countries with high GDP per capita, the level
of SNG investment in public investment tends to be
particularly high — with some exceptions however such
as in Nordic countries (notably Norway), New Zealand
and the United Kingdom. The reverse is also generally
the case: in countries with low levels of GDP per capita,
SNGs are weak publicinvestors. But here again, there are
some exceptions with countries such as Ghana, Moldova,
Ukraine, or Vietnam.

SNGs devote 22% of their expenditure to
investment at a global level

The share of investment in total SNG expenditure
ranges from around 4% in Denmark and Ukraine to over
three-quarters in Guinea, the unweighted average for
the country sample being 21.7% (Figure 23).

The ratio tends to be high in more centralised
countries where SNGs have few management
responsibilities. They are mainly in charge of investing,

very often on behalf of the central government, being
used more to channel public investment in territories
than to invest on their own according to their local
priorities.

In contrast, the share of investment in SNG
expenditure is lower in federal countries (13.9%) than
in unitary countries (23.4%). With a wide range of
responsibilities in federal countries, SNG expenditure
is mobilised not only for investment but also for current
expenditure (salaries, social expenditure, purchase of
goods and services, etc.), reducing, in relative terms,
the share of investment. However, the ratio can also
be low in unitary countries, in two radically opposed
cases: in decentralised countries for the same reasons
asin federal countries and in very centralised countries,
wherein any case, SNGs have a limited role, bothin terms
ofinvesting and delivering local public services.



Figure 23. SNG investment in total SNG expenditure (2013)
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Income levels and GDP per capita can be also

closely linked to the level of SNG investment in SNG
expenditure. In general, it appears that the higher the
income level, the lower the relative share of investment

budgets is (Figure 24). The share of SNG investment in
SNG expenditure in high income countries is 15.1% on
average while itis 29.2% in low income countries.

The same negative correlation occurs in most cases

when comparing the level of SNG investment in SNG
expenditure and the GDP per capita of the different
countries (Figure 25).

Figure 24. SNG investment as a % of SNG expenditure and income levels (2013)
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Figure 25. SNG investment as a % of SNG expenditure and GDP per capita (2013)
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SUBNATIONAL GOVERNMENT
REVENUES VARY GREATLY

3.1

SNG REVENUE MIRROR SNG

EXPENDITURE

expenditure ratios (Figure 7). As for expenditure, there
are large discrepancies between countries, linked in
particular to their institutional nature, assignments
of responsibilities and income level. Overall, 57%

SNG revenue represented 8.6% of GDP and 23.8% of ~ of countries are below average both in terms of SNG
total public revenue on unweighted average in the 98  revenue-to-GDP ratio and the share of SNGin total public
countries included in the sample (Figure 26), mirroring  revenue (Figures A23 and A24 in Annex).

Figure 26. Subnational government revenue as a % of GDP and public revenue (2013)
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The share of revenue in GDP and public revenue is
significantly higher in federal countries than in unitary
countries. The unweighted average of federal countries is
twice the average of all countries for both ratios (Figure
27). In fact, most federal countries, except Malaysia
and Nigeria, are well above the average for all countries
concerning SNG revenue ratio-to-GDP. Regarding the

share of SNG revenue in public revenue, only Malaysia is
below the global average while Canada stands out with
a share of SNG revenue of almost 75% of public revenue.
In some unitary countries, such as Denmark, Finland,
Japan, Sweden and Vietnam, both ratios are also very
high, reaching, or even exceeding, the level of federal
countries.

Figure 27. SNG revenue as a % of GDP and public revenue in federal and unitary countries (2013)
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As for expenditure, significant disparities in terms of
decentralisation revenue can be explained by the level
of income. The graph showing the level of SNG revenue
in GDP and public revenue of the different countries
grouped according to their level of income (Figure
28) is very similar to the one on expenditure (Figure
9). It confirms that in terms of total revenue, most
decentralised countries belong, for the majority, to the
high-income group, while the least decentralised belong
to the low-income group. The same conclusions could be
drawn using the GDP per capita ratio.

3.2
THE BREAKDOWN OF SNG REVENUE BY
CATEGORY

Even more interesting is the analysis of revenue by
category which permits to better assess, although not
entirely, the degree of decentralisation revenue, in
particular the level of dependence of SNGs on central
government funding and their real capacity to effectively
cope with their responsibilities.

Three main categories of revenues have been
distinguished

To simplify and facilitate data collection and
international comparisons, revenues have been
classified in three categories: tax revenue, grants and
subsidies and other revenues.

Tax revenue category comprises both own-source and
shared taxes (Box 4). National accounts, however, do
not make the distinction between these two categories.
Therefore, the tax revenue indicator only partially
reflects the real level of tax autonomy of SNGs.

Grants and subsidies category includes transfers to
SNGs from the central government (representing the
great majority) butalso from higher levels of government
(state or regional governments) and from international
organisations (e.g. European Union structural funds,
international aid, etc.). They comprise current and
capital expenditure transfers as well as special funds
- for equalisation for example. A distinction can also
be made between unconditional and non-earmarked
transfers, or earmarked (assigned conditional) transfers.
Other distinctions exist (conditional grants designed to
achieve specific objectives, matching grants, incentives
grants, balancing grants for local governments in
financial distress, exceptional grants, etc.) but as with
the general/earmarked grants, they are not recorded
as such in the national accounts. Finally, allocation
mechanisms (discretionary, formula-based, etc.) greatly
vary between and within countries, especially according
to the types of grants and subsidies.

The third category includes three sub-categories:
social contributions, tariffs/user charges and fees
for providing local public services (water, sanitation,
electricity, waste collection and treatment, cultural
services, sports facilities, school canteens, car parks,

nursing homes, public transport, etc.) and property
income (sale and operation of physical and financial
assets such as interest, dividends from local companies,
rents on subsoil assets e.g. royalties). The frontier
between fees (charging the user) and taxes (charging
the taxpayer) can also be unclear. Depending on the
country, the same type of revenue can be considered as
alocaltax orafee.

The share of each category of revenue in total SNG
revenue differs greatly from one country to another

The share of each source of revenue varies from
one country to another, reflecting each national inter-
governmental fiscal framework and the diversity of fiscal
arrangements as well as the level of fiscal decentralisation.
Grants and subsidies represent the primary source of
SNG revenue in 90 countries of the sample. This category
accounted for 52.6% of total SNG revenue on unweighted
average while tax revenue accounted for 31.7% and other
revenues, 15.7% (Figure 29).

THE TAX REVENUE INDICATOR ONLY PARTIALLY

REFLECTS THE LEVEL OF SNG TAX AUTONOMY

Tax revenue comprises both own-source and shared taxes.

Own-source taxes are taxes on which SNGs have a certain
leeway over rates and bases, although this ability may be regulated
and restricted, reducing SNG taxing power (imposition of caps,
exemptions, etc.). One typical “autonomous” tax is the property tax,
but not only, as we can find a great diversity of direct and indirect
local taxes in some countries such as the local business tax, the motor
vehicle tax, gambling tax, tourist and hotel taxes, environmental
tax, etc. In some countries, thereis also a local personalincome tax.

Tax sharing means that national taxes (personal income tax,
company income tax, VAT, etc.) are shared between the central
government and SNGs and redistributed to the latter as tax
revenues and not as grants. SNGs receive a part of national taxes
according to specific redistribution mechanisms, decided at the
central level but also sometimes negotiated with SNGs (annually or
for a period of several years). Redistribution can be based, or not,
on the localisation of the proceeds, including or not equalisation
mechanisms. Various different arrangements exist around the world
and are detailed in the country profiles.

It should be noted that the distinction between these two
broad categories of taxes is not always clear (as well as those
between shared taxes and grants made up of national tax sharing).
Sometimes, the same tax can be a combination of both arrangements,
benefitting SNGs both as shared tax (e.g. a share of PIT receipts) and
an own-source tax (e.g. ability to raise a surtax on PIT, in addition
to the PIT share). In addition, some taxes can be entirely devoted
to SNGs and then considered as “local taxes” while their rates and
bases are decided by the central government. The national accounts
however do not make the distinction between these two categories.
Therefore, the indicator which is presented in the data includes
both types of taxation and reflects only partially the real level of tax
autonomy of SNGs.
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In federal countries, the share of grants and
subsidies in SNG revenue is lower (43.0%) while it is
slightly higher in unitary countries. Conversely, tax
revenue represents a higher share of SNG revenue in
federal countries (42.1%) and a lower one in unitary
countries (29.4%).

Income levels seem to have an impact on the
breakdown of SNG by category. In low income economies,
SNGs are highly dependent on central government
transfers and subsidies (which represented 63.1% of
their revenue in 2013), compared with 49.8% in high
income countries (Figure 30). Similarly, the share of tax

revenue but also of other revenues (which can constitute
as substitute to taxes in some countries) are lower,
accounting for respectively 24% and 13% vs. 35% and
16% in high income economies.

By country, the breakdown of SNG revenue by
category shows considerable variations from one
country to another (Figure 31). In countries such as
Lithuania, Malta, Mexico, Tanzania or Uganda, SNGs are
almost exclusively funded through grants and subsidies.
In contrast, in Argentina, China or Iceland, tax revenue
is the primary source of income. In Jordan, Palestine or
Senegal, the share of other revenues is particularly high.

Figure 29. Breakdown of SNG revenue by category and institutional setting (2013, % of SNG revenue)
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Figure 30. Breakdown of SNG revenue by category and income level (2013, % of SNG revenue)
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Figure 31. Breakdown of SNG revenue by category (2013, % of SNG revenue)
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The weight of each source of SNG revenue in GDP

In 2013, grants and subsidies represented 4.4% of
GDP, tax revenue 3.3% and other revenues 1.4% in the
sample of 90 countries (Figure 32). In federal countries,
grants and tax revenue shares are quite balanced on
average, accounting for around 7% of GDP each. In unitary
countries, the distribution is more unbalanced: grants
represented 3.8% of GDP while tax revenue amounted to
2.5%.

There is a wide diversity of SNG funding models in
the world, showing the weight in GDP of each source of
funding in total revenue (Figure 33). Detailed graphs of
each revenue source by country are provided in Annex 5.

Figure 32. Breakdown of SNG revenue sources as a % of GDP in federal and unitary countries (2013)
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Figure 33. Breakdown of SNG revenue sources as a % of GDP by country (2013)
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3.3
FOCUS ON GRANTS AND SUBSIDIES

As indicated above, grants and subsidies accounted
for around 53% of SNG revenue and 4.4% of GDP on
unweighted average. Comparative analysis of both
indicators shows interesting results (Figure 34).
Situated at the top left of the graph are countries
where SNGs are mostly funded through grants but which
represent small amounts. The bottom left shows grants
that represent a small share of SNG revenue as well as a
low weight in GDP (Argentina, China, Iceland, Malaysia,
New Zealand, etc.). At the top right, the funding model
seems to be based on grants, representing both a high
share of revenue and GDP (Austria, Belgium, Denmark,
Mexico and South Africa). Detailed graphs by country
of both indicators are provided in Annex 5 (Figures A25
and A26). At the top left of the graph are countries
where SNGs are mostly funded through grants but which
represent small amounts

Figure 34. Grants and subsidies as a % of total SNG revenue and GDP (2013)
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100% [~ Uga
GHA
MEX
* TiA LTU P N
20% KEN & ot
yus MW &
UL : BGR Fgﬂ'
ECU
9 AZE )
80% TUN ALB . N
ool > @ NG}& ® b AUT ZAF
% SVK GBR o
TUR i HUN & <
70% < [
G 6EQ ® PHL
HND o rpiadp | KOR @ BEL ONK
COG
< & 1 |KAZm G py & 1% O
°0% JAM MARLUXur%Jitary
BEN, coL UKR ESP
o SL%ﬁfﬂz_?Wﬁ..a_“_ B
50% MDA RUS
PR IRL NOR AUSPN
< SVN? % < 1\
CYP KGZ PRT 1 ITA ’fgderal
40% !
HM Lva SZE '%R‘ VNM <B>RA
‘ * : Lo CAN
30% @M gpg T DEU
NZL g O FIN SWE
GO USA .
H
MVC 00
20% Vo T
CRIO IND i
& VNED !
< & 1
10% PSE,CHN :
ZWE ?® 1
JOR’<> ARG :
0%
0% 5% 10% 15% 20% 25%

Grants and subsidies in % of GDP

3.4
FOCUS ON “OTHER REVENUES”

The “other revenues” category (tariffs and fees,
property income and social contributions) accounted for
15.7% of SNG revenue and 1.4% of GDP on unweighted
average (Figure 35).

Ten federal countries have a high level of “other
revenues” both in terms of GDP and share in total
revenue, reflecting the importance of local public
services which are charged (Switzerland) but also for
some of them, the importance of propertyincome, based
on dividends and royalties (Australia, Brazil, Canada).



Property income is also high in unitary countries such
as Colombia (royalties), Netherlands and Norway
(power companies), as well as Finland and Sweden (local
public service charges). In countries such as Costa Rica,
Ireland, Jamaica, Jordan, Senegal, or Slovenia “other
revenues” are a substantial source of revenue for SNGs
but they remain low in terms of GDP.

Detailed graphs by country of both indicators are
provided in the Annex 5 (Figures A27 and A28).

Figure 35. Other revenues as a % of total SNG revenue and GDP (2013)
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3.5
FOCUS ON TAX REVENUE

SNG tax revenue in GDP, SNG revenue and public tax
revenue

In 2013, taxes (shared and own-source) represented
31.7% of SNG revenue and 3.3% of GDP on unweighted
average in the country sample (Figure 36 and Figures
A29 and A30in Annex 5).

The comparison between both ratios reveals
interesting findings. The funding model is based

essentially on taxation in several federal countries
(Argentina, Brazil, Canada, Germany, India, Russian
Federation, Spain, Switzerland, United States) and some
unitary countries such as Nordic countries (Finland,
Iceland, Sweden) but also China, Italy, Japan, and
Vietnam. In these countries, tax revenue represents over
45% of their revenue and more than 6% of GDP. However,
it must be remembered that tax revenues comprise
both own-source and shared taxes. In several federal
countries, as well as in China and Vietnam, the majority
of tax receipts come from tax-sharing arrangements with
the federal government, while in Nordic countries, most
tax revenue comes from local income tax, and in Japan
the primary subnational by far tax is the resident tax.
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In contrast, in other federations such as Austria,
Belgium, Mexico, Nigeria and South Africa, tax revenue
provided less than 20% of revenue in 2013 which in
addition represented less than 2% of GDP. Finally, tax
revenue can represent a high share of SNG revenue but
remain a low source of revenue such as in Cambodia,
Chile, Costa Rica, Israel, New Zealand or Portugal,
reflecting the low level of tax decentralisation.

Figure 36. Tax revenue as a % of total SNG revenue and GDP (2013)
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The share of SNG tax revenue in public tax revenue
complements this overview, also reflecting the degree
of tax decentralisation, keeping in mind however the
fact that tax revenue is not made up only of own-source
taxes, but includes also shared taxes (Figure 37). On
average, SNG tax revenue represents 13.8% of public tax
revenue. In Argentina, Canada, India and Switzerland
SNGs receive over 50% of public tax revenue while in 57
countries (61% of the country sample), they receive less
than 10%, and even less than 5% in 37 countries (41% of
the country sample).

Overall, SNG tax revenue represented 42.1% of SNG
revenue, 7.0% of GDP and 34.2% of public tax revenue
in federal countries, while in unitary countries the share
of tax revenue was significantly lower: 29.4% of SNG
revenue, 2.5% of GDP and 10.1% of public tax revenue.
This confirms that federal countries allocate a higher
tax share and/or taxing power to SNGs than unitary
countries.



Figure 37. SNG tax revenue as a % of public tax revenue (2013)
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SNG tax revenue and countryincome levels
The level of SNG tax revenue also depends on
the level of income of the country (Figure 38). In low
income economies, SNG tax revenue accounted for
0.4% of GDP on average to be compared to 4.9% in high
income economies i.e. 11 times less. SNG tax revenue

represented 2.2% of public tax revenue vs. 19.2% in
high income economies, showing that the sharing of
national tax revenue as well as own-source taxes do not
benefit SNGs in low income countries. This situation is
less pronounced in lower and upper middle countries.

Figure 38. SNG revenue as a % of GDP, public tax revenue and SNG revenue and income groups
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Figure 39. SNG revenue as a % of GDP and GDP per capita (2013)
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Finally, the importance of tax revenue in SNG revenue
according to the country income level is more
homogenous, ranging from 21.8% in low income
countries to 34.5% in high income countries, those
belonging to upper middle group being close to the high
income group.

However, the fact remains that the funding model
relies more on tax revenue (shared and own) in high
income countries than in other groups, especially with
low income countries.

These disparities are confirmed when looking
at SNG tax revenue and GDP per capita (Figures 39
and 40). However, cross-analysing SNG tax revenue
ratios (percentage of GDP and percentage of public
tax revenue) with GDP per capita at the country level
shows a much more diverse situation of SNG funding

systems. Several countries with high GDP per capita
ratio seem to favour a funding system based on taxation
(Canada, Italy, Spain, Switzerland, United States Nordic
countries) while others prefer a funding system based
on grants and subsidies (Austria, Ireland, Netherlands,
New Zealand, United Kingdom). Similarly, countries
with lower GDP per capita have chosen to finance SNGs
more through taxation than grants (Brazil, China, India,
Moldova, Ukraine, Vietnam, etc.) and conversely a
majority of African countries including South Africa and
Cambodia, Ecuador, Kirghizstan, Nigeria, Peru, etc.

It confirms that there is no single model of SNG
financing but several, depending on the mix of criteria,
including the form of the state, the degree and the
type of decentralisation spending as well economical,
historical and cultural factors.

Figure 40. SNG tax revenue as a % of public tax revenue and GDP per capita (2013)
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Fiscalimbalances between expenditure and tax
revenue

There are great imbalances across countries
between the level of SNG expenditure as a share in
public expenditure and the level of SNG tax revenue in
public revenue, reflecting - however imperfectly as
already underlined - the level of tax decentralisation
(Figure 41). The bottom right corner of the graph shows
countries where SNGs undertake a high share of public
spending but their share in public tax revenue is lower
(e.g. Australia, Belgium, China, Denmark, Kazakhstan,
Korea, Mexico, Peru, South Africa, etc.).

Figure 41. Expenditure as a % of public expenditure and SNG tax revenue as a % of public tax
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SUBNATIONAL

GOVERNMENT DEBT

4.1
SNG DEBT IS VERY UNEVEN AMONG
COUNTRIES

At the end of 2013, SNG outstanding gross debt
accounted for 9.0% of GDP and 14.0% of total public
debt in the country sample (unweighted average based
on 59 countries). It is very unevenly distributed among

countries, ranging from almost no debt to debt reaching
61% of GDP and 57% of public debt as it is the case in
Canada (Figure 42). Overall, 66% of countries are below
the average of 9.0% of GDP and 63% below those of 14%
of public debt. Detailed graphs by country are provided
in Annex 5 (Figures A31and A32).

Figure 42. SNG debt as a % of GDP and public debt
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4.2

SNG DEBT IS SIGNIFICANTLY HIGHER IN
FEDERAL COUNTRIES THAN IN UNITARY
COUNTRIES

In federal countries, SNG debt amounted to 18.1%
of GDP and 25.5% of public debt in 2013 on unweighted
average (Figure 43). Among federal countries, SNG debt
is higher in OECD countries than in non-0ECD countries.
In Argentina, Brazil, India, Nigeria, Russian Federation
and South Africa in 2013, SNG debt represented 6.5%
of GDP and 17.1%% of total public debt on unweighted
average for these six countries while the unweighted
average for OECD federal countries amounted to 26.7%
of GDP and 31.8% of public debt (and even and much as
30.1% and 27.2% (respectively) if the weighted average
is considered). The same scenario applies to country
income levels (see below).

In general, federated state debt represents the
bulk of SNG debt, particularly in Belgium, Canada,
Germany and Spain, but also for other countries for
which disaggregated data by subnational level are not
available such as Australia, India and United States
(Figure 44). South Africa is a singular case as provinces
are not allowed to incur debt - or only in small amounts.
Only municipalities are empowered by the Constitution to
borrow, a power which is requlated by the 2003 Municipal
Finance Management Act. The level of federated state
debt in federal countries is often high as states are not
subject to the “golden rule” which restricts borrowing
to finance long-term investment in infrastructures and

large equipment, thus limiting the level of indebtedness.
Moreover, outstanding debt includes, for some
countries, a significant share of insurance pension and
standardised guarantees such as in Australia and the
United States, which may also explain a high level of
debt.

SNG debt is lower in unitary countries, accounting
for 6.2 % of GDP and 10.3% of total public debt in 2013.
It is particularly low in countries where SNGs have few
spending responsibilities but also where local borrowing
is restricted by the “golden rule” (which is the case in a
majority of countries) and governed by strict prudential
rules defined by central or state governments. Overall,
local debt is below 2% of GDP in 14 unitary countries,
and less than 1% in Indonesia, Kazakhstan, Kyrgyzstan,
Malta, the Republic of Moldova and Thailand.

Some unitary countries have, however, a high level
of SNG debt. China, Japan and Norway stand out for
their high level of local government debt: 14.8% of GDP
and 42.5% of public debt for Norway, 37.3% of GDP and
15.6% for Japan and especially China whose SNG debt is
the highest of unitary countries in the world (30.4% of
GDP and 59.1% of public debt®.

Figure 43. SNG debt as a % of GDP and public debt in federal and unitary countries (2013)
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Figure 44. Breakdown of SNG debt by levels of SNGs in federal countries (2013, % of GDP)
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4.3

SNG DEBT IS GREATER IN HIGH INCOME
COUNTRIES THAN IN LOWER INCOME
COUNTRIES

As for expenditure and revenue, the income level
of the different countries, measured through GDP per
capita, is correlated with the level of SNG debt, both
as a percentage of GDP and as a percentage of public
debt (Figures 45 and 46). This reflects the degree of
decentralisation in terms of spending responsibilities, in
particular forinvestment but also SNG access to national
and international credit markets which can be easier in
highincome economies.

° However, figures concerning the China SNG debt should be considered with caution as
SNG debt is not recorded in government accounts. The total amount differs according to
sources and is not released on a regular basis. The current estimation comes from the
National Audit Office and includes debt with direct repayment obligation, guaranteed debt
and other implicit or contingent debt, part of which may involve a repayment obligation
for the state. Financing platforms and government entities are the biggest debtors (OECD
2015b and OECD 2015c).
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However, there are other factors impacting SNG debt,
in particular the fiscal framework which can include
rules governing the recourse to borrowing. As already
underlined, recourse to borrowing by SNGs is requlated
in the majority of countries, in particular at the local
government level. In a number of countries, borrowing
is subject to prior approval from a supervisory authority,
which allows the central (or state) government to
regulate and control the level of debt. One powerful
and widespread rule is the “golden rule” (see above).
However, it does not prevent the accumulation of short-
term debt or “commercial debt” with suppliers, which
can be a concernin some cases.

Borrowing rules have been reinforced over the last
15 years, following several crises of over-indebtedness
(e.g. in Latin America) and more recently, after the
2008 economic crisis in the context of public finance
consolidation policies. Borrowing frameworks have

been strengthened to include the setting up or
increase of caps on debt service (interest and capital
reimbursement), outstanding debt and new annual
borrowing, prohibitions or restrictions concerning
bonds issuing, loans with foreign institutions or the use
of foreign-currency borrowings, regulation of floating-
rate borrowings and the use of swaps, etc. These new
regulations also reinforced debt monitoring and regular
reporting on key fiscal indicators. Several countries
have also adopted fiscal responsibility laws and created
independent authorities for fiscal responsibility to
monitor and report on compliance of all levels of
government to fiscal rules.

Figure 45. SNG debt as a % of GDP and GDP per capita (2013)
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Figure 46. SNG debt as a % of public debt and GDP per capita (2013)
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4.4
LOANS CONTINUE TO BE THE FIRST
SOURCE OF EXTERNAL FUNDING

SNG debt stock is made up of “financial debt” (mainly
loans and debt securities resulting from borrowing)
and “non-financial debt” i.e. the sum of other accounts
payable (arrears, suppliers debt, etc.) and pension
liabilities (insurance pensions and standardised
guarantees)

Non-financial debt represented 31.6% of debt stock
of the country sample on unweighted average (52
countries), but slightly more in unitary countries than
in federal countries (Figure 47). It can be considerable
in some countries such as Albania, Bulgaria, Colombia,
Indonesia, Korea or Peru (Figure 48).

Financial debt of the country sample was made up
of loans for the major part as loans represented 57.3%
of debt stock on unweighted average. Debt securities
are more restricted, accounting for 11.0% of debt
stock. In fact, in many countries, bond financing by
SNGs is not allowed - or at least not used widespread.
It is more developed in federal countries, but in that
case, it is often reserved for state governments. As a
result, bonds accounted for 31.4% of debt stock in 2013
in federal countries to be compared to 6.8% in unitary
countries. Traditional loans with the central government
(National Treasury, Ministries, special public bodies),
international and national public banks, commercial
banks or local government funding agencies (LGFA), are
more widespread in unitary countries, accounting for
59.6% of debt stock and as high as 70% in 16 countries.
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Figure 48. Debt composition by country (% of total SNG debt, 2013)
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GENERAL METHODOLOGY
AND INFORMATION SOURCES

1.1
SOURCES OF DATA AND INFORMATION

Socio-economic data

Data used in the country profiles and statistical
analyses are the following: local currency, income group,
geographical area, population, population growth,
density, urban population, name of the capital and
population, GDP (current GDP in local currency, current
PPP international dollars, annual growth rate in real
terms) and GDP per capita, unemployment rate, foreign
direct investment, net inflows (FDI), gross fixed capital
formation (public and private) and Human Development
Index.

Sources of socio-economic data are the OECD,
Eurostat, World Bank data bank (world development
indicators), United Nations Population Division (World
urbanisation prospects), United Nations Development
programme (Human Development Report), International
Labour Organisation and national sources.

Socio-economic data are as of 2014, unless otherwise
specified (Annex 2).

Public finance data

Priority has been given to data coming from the
general government’s accounts (or government
statistics) which are part of National Accounts,
harmonized accordingly to the United Nations System of
National Accounts from 1993 (SNA 1993) or 2008 (SNA
2008 or 2010 within the European Union). They are from
2013, unless otherwise specified.

Public finance data have been collected from several
sources:

e International sources: International Monetary Fund
(government statistics), OECD (national accounts,
general government accounts, regional database)
and Eurostat (government statistics).

» National sources: national statistics institute, which
is theoretically the prime provider of data from
national accounts, but also Ministry of Finance/
Treasury and/or the central bank (for the latter,
regardingin particular data on public debt).

If national accounts were not available, data from
budgetary accounts have been used in priority (central,
states and local governments’ accounts) coming from
governmental sources: the Ministry of Finance but also
the Ministry in charge of local governments (in most
cases, the Ministry of the Interior).

Other usefulinternational and national sources have
been used in some cases such as banking institutions
specialised in local government financing, or national
associations of local governments.

Statistical sources are indicated at the bottom of
each country profile.
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Other data and qualitative information

Numerous national and international sources have
been used by the OECD and UCLG to prepare the country
profiles and are listed in each profile. Aside from UCLG
material including from its regional sections and OECD
databases and reviews (OECD 2016a, 2016b, 2016c,
2014b, etc.), main international sources were the
Council of Europe, the Committee of the Regions of the
European Union, the Commonwealth Local Government
Forum and UN reports (UN-Habitat, World Bank, etc.).

1.2
SCOPE OF PUBLIC ADMINISTRATION

The data which have been collected refer to the scope
of “publicadministration”i.e. the “general government”
sector as a whole which comprises four sub-sectors:

e “central government”i.e. including alladministrative
departments of the central government and other
central agencies whose competence normally extends
over the whole economic territory.

e “state government” i.e. federated regions in federal
and quasi-federal countries (such as Spain or South
Africa) and related public entities (e.g. special-
purpose state bodies, state public institutions
and various satellite institutions attached to state
governments).

* “local government” which comprises municipalities,
provinces/counties, regions (in unitary countries)
and all related local public entities (e.g. special-
purpose local bodies, inter-municipal co-operation
structures, local public institutions and various
satellite institutions attached to local governments).

e “social security” funds and related entities.

The term “subnational” refers to the two sub-sectors,
state government (in federal/quasi-federal countries)
and local governments in federal/quasi-federal and
unitary countries (Annex 3).

Data with the general government and within each
four sub-sectors are consolidated. Data with subnational
government sector are not consolidated when it is the
sum of state and local government sub-sectors.

In some countries (e.g. Australia, United States),
state and local government data are provided only
in an aggregated and consolidated manner, without
distinction between the two.

The term of “public” expenditure (or revenue or debt)
has been used for “general government” expenditure (or
revenue or debt).

1.3
SCOPE OF COLLECTED DATA

Different ratios have been used to measure
subnational finance: in % of GDP, % of general
government and in % of subnational total expenditure,
revenue or debt.

All averages in the analysis and graphs are
unweighted averages as of 2013, unless otherwise
specified.

The statistical data for Israel are supplied by and
under responsibility of the relevant Israeli authorities.
The use of such data by the OECD is without prejudice
to the status of the Golan Heights, East Jerusalem and
Israeli settlements in the West Bank under the terms of
international law.

Data which have been used in the survey are the
following (Table 3):




Table 3. Main financial indicators

General government & subnational government
(state government and/or local government)

Expenditure

» Total expenditure: current expenditure + capital expenditure.

o Current expenditure: staff expenditure + intermediate consumption (purchase
of goods and services) + social expenditure (social benefits and transfers in kind
purchased market production) + subsidies and other current transfers + taxes +
financial charges (including interest) + adjustments for the change in net equity
of households in pension funds.

- Staff expenditure: compensation of employees. It has two main components:
wages and salaries payable in cash orin kind and socialinsurance contributions
payable by employers.

« Capital expenditure: capital transfers + investment

- Capital transfers: investment grants and subsidies in cash or in kind made by
government to other institutional units.

- Investment: gross capital formation and acquisitions, less disposal of non-
financial non-produced assets. Gross fixed capital formation (or fixed
investment) is the main component of investment and has been used as a
proxy for numerous countries. The SNA 2008 has introduced some changes:
expenditures on research and development and weapons systems are now
included in gross fixed capital formation and no longer as intermediate
consumption.

Expenditure by type
of economic function

Expenditure by type of economic function are defined according to the 10 sectors
part of the classifications of the functions of government (COFOG): general public
services; defence; public order and safety; economic affairs; environmental
protection; housing and community amenities; health; recreation, culture and
religion; education; and social protection (see Annex 4 for detailed composition).

When COFOG was not available, classification used in the country has been used
when available.

Revenue

» Total revenue: tax revenues + current grants and subsidies + capital grants and
subsidies + user charges and fees + social contributions + property income.

« Tax revenues: taxes on production and exports (GD2R / D2) + current taxes on
income, wealth, etc. (GD5R / D5) + capital taxes (GD91R / D91). Tax revenue
includes both own-source tax revenue (or “autonomous”) and tax revenue shared
between central and subnational governments.

The SNA 2008 has introduced some changes concerning the classification of
some shared tax revenues. In several countries, certain tax receipts have been
recently reclassified as transfers and no longer as shared taxes.

¢ Grantsandsubsidies: current grants and subsidies + capital grants and subsidies.

e Otherrevenues: user charges and fees + social contributions + property income:

- User charges and fees: market output, output for own final use and payments
for non-market output.

- Property income: interest, distributed income of corporations (e.g. dividends),
rents on subsoil assets (e.g. royalties)

Debt

Gross debt includes the following liabilities (SNA 2008):
e Currency and deposits

o Debt securities (bonds)

e Loans

e Insurance pension and standardised guarantees

« Other accounts payable (commercial debt, arrears)

In some countries, the outstanding debt includes only financial debt ie mainly
resulting from borrowing (currency and deposits, debt securities and loans).
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A SAMPLE OF 101 COUNTRIES
SPREAD OVER 7 MAIN
REGIONS OF THE WORLD

2.1
SEVEN GEOGRAPHICAL AREAS

The definition of the seven geographical areas is the
one used by United Cities and Local Government: Europe,
Africa, North America, Asia-Pacific, Euro-Asia, Latin
America and Middle East & West Asia (see detailed list of
countries and ISO codes by area in Annex 1).

Figure 49. Seven geographical areas

I Asia-Pacific ™ Euro-Asia [ North America M Europe
M Africa [l Middle East & West Asia M Latin America

Source: UCLG.




2.2
THE COUNTRY SELECTION PROCESS

The selection of countries was made by the OECD
and UCLG. The OECD was responsible for collecting data
and preparing country profiles for 51 countries: 35
OECD member countries, 6 countries from the European
Union (Bulgaria, Croatia, Cyprus, Lithuania, Malta
and Romania) and 10 other partner countries (Brazil,
Colombia, Costa Rica, Kazakhstan, Morocco, Peru,
Russian Federation, South Africa, Tunisia, Ukraine).
UCLG was responsible of collecting data and preparing
country profiles for 50 other countries from Africa, Latin
America, Asia-Pacific, Euro-Asia and Middle East and
West Asia. The OECD and UCLG are each responsible for
the data provided for their respective countries. The list
of countries, including ISO codes (used for the graphs),
is provided in Annex 1.

2.3

A SAMPLE OF 101 COUNTRIES
INCLUDING 17 FEDERATIONS AND 84
UNITARY COUNTRIES

The 101 countries of the sample represent 5.965
billion inhabitants i.e. 82% of world population spread
over the seven main regional areas in the world. The
sample represents in total 87.5% of the world GDP.

Countries have been classified into income groups
according to the World Bank list of economies (as of
July 2016). The 37 “high income countries” include 33

OECD countries and 4 non-OECD countries (the latter
are all EU member states: Croatia, Cyprus, Lithuania
and Malta). The two other OECD countries are classified
into the upper middle income category (Mexico and
Turkey), which also includes a significant number of
Latin America and Euro-Asia countries (26 countries in
total). There are 24 countries in the lower middle income
group, representing in particular Africa, Asia-Pacific and
Euro-Asia. The low income group comprises only African
countries (Figure 50).

The number of countries in each income group is
relatively balanced, even if the high income group is
marginally over-represented and low income countries
are under-represented. This does not come as a surprise
as subnational government finance data are more easily
available and reliable in high-income countries than
in low-income countries. A number of countries have
been excluded from the sample simply through of lack
of data. In several other countries, data accuracy needs
improvement, but the data have been used anyway to
provide at least some degree of measure. Finally, further
countries were excluded from the analysis for specific
sub-indicators. For example, SNG debt data is available
for only 59 countries, which are in majority high and
upper middle income countries. COFOG expenditure data
are also rarely available for many countries.

Figure 50. The sample of countries by geographical area
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The sample includes 17 federations (out of 24 in
the world) and 84 unitary countries. Among the 17
federations, two countries, South Africa and Spain are
“quasi-federations”, having several characteristics of
federal countries while being formally unitary countries
according to their constitution. It is worth noting that
the dividing line between federal and unitary systems
is sometimes unclear. In fact, some “real” federations are
sometimes considered as quasi-federal systems: despite
their constitution defining them as a federation, they
function as a unitary country. In addition, some unitary
countries also have a complex and “hybrid” institutional
structure and, despite their unitary nature, comprise on
part of their jurisdiction some autonomous governments
which may have legislative powers (Azerbaijan, Finland,
Georgia Italy, Mauritius, Portugal, United Kingdom,
Tanzania, etc.).

The 17 federations together account for 2.697
billion inhabitants i.e. 37% of the population and GDP
worldwide and 45% and 49% of the population and GDP
of the country sample. Nine federal countries belong
to the high income group and five to the upper middle
income group. Only one (Ethiopia) is classified into the
low income group while two (India and Nigeria) belong
to the lower middle income group.

The 84 unitary countries account for the remaining,
i.e. 3.268 billion inhabitants, 45% of the population and
GDP worldwide and 55% of the population and 51% of
the GDP of the countries represented in the sample.

Regional area

Table 4. The 17 selected federations by regional area and income group

Country Income group

Austria High income: OECD
Belgium High income: OECD
Germany High income: OECD
Switzerland High income: OECD
Spain High income: OECD
Latin America Argentina Upper middle income
Brazil Upper middle income
Mexico Upper middle income: OECD
Euro-Asia Russian Federation Upper middle income
Ethiopia Low income
Nigeria Lower middle income
South Africa Upper middle income
Asia-Pacific Australia High income: OECD
India Lower middle income
Malaysia Upper middle income
North America Canada High income: OECD

United States

High income: OECD
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AFRICA

Income group - UPPER MIDDLE INCOME Local currency - Angolan Kwanza (AOA)

POPULATION AND GEOGRAPHY ECONOMIC DATA
AREA: 1 246 700 km? GDP: (-) billion (current PPPinternational dollars) 2
3 i.e. (-) dollars per inhabitant (2014)

POPULATION: 22.1 million inhabitants (2014),

. REAL GDP GROWTH: 3.9% (2014 vs 2013
anincrease of 5.0% per year (2010-14) o )

UNEMPLOYMENT RATE: 7,6% (2014)

DENSITY: 18 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 1 922 (BoP, current
USD millions, 2014)

URBAN POPULATION: 43.3% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 24% of GDP (2014)
CAPTTAL CITY: Luanda (23.9% of national population) HUMAN DEVELOPMENT INDEX: 0.526 (low), rank 149

Sources: World Bank, UNDP-HDR, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
deconcentrated level deconcentrated level
162 MUNICIPALITIES 18 PROVINCES

(MUNICIPIO) (PROVINCIAS)

MAIN FEATURES OF TERRITORIAL ORGANISATION. Angola is a unitary country with two levels of subnational governments, composed of 18
provinces and 162 municipalities. The Constitution also recognizes sub-municipal entities, such as “traditional authorities”. Municipal-
ities are further divided into 532 communes for administrative purposes. Governors of the provinces are appointed by the executive,
and municipal administrators are appointed by the governor of the province in which the municipality is located. According to the
Constitution, sub-national governments are separate legal entities. Municipalities are independent budget units since 2007 (following
the implementation of the Local Administration Law 02/07). Decentralisation in Angola has significantly evolved since the late 2000s.
Major recent legislation texts include the Decree 08/08 modifying local financial arrangements through the introduction of the Fund for
Municipal Management Support), and the Decree 09/08 aiming to provide technical support to municipalities in order to comply with
their new functions. The introduction of local elections has been high on the agenda of the government over the recent years. In May
2015, the Parliament approved a plan for the preparation of local elections that has however been delayed.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. The competences allocated to each level of government are defined in the Consti-
tution (art. 219), the Local Administration Law 02/07, and the Law 17/10. The provinces are responsible for the promotion and orienta-
tion of socio-economic development, provincial planning, social support, education (alphabetisation, primary education), healthcare,
environment protection, etc. They also play a role in the execution of decisions made by central authorities regarding regional/local
matters, and supervise publicinstitutes and companies of provincial/localimportance. Municipalities are responsible for municipal and
urban planning, agriculture and rural development, primary healthcare, municipal police, sanitation, etc.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %

(same expenditure category) GOVERNMENT
TOTAL EXPENDITURE (2012) 5.8% 12% 100%
CURRENT EXPENDITURE 5.0% - 86.4%
STAFF EXPENDITURE - - -
INVESTMENT - - -

Considering the distribution of expenditures by level of administration, Angola has a low degree of fiscal decentralization. In 2012, the
local level was responsible for 12% of the expenditures made. Strong participation at the central government level can be explained by
the capital expenditure that continued to be undertaken directly by bodies that are dependent on the central structure.



EXPENDITURE BY FUNCTION

% SUBNATIONAL GOVERNMENT EXPENDITURE

GENERAL PUBLIC SERVICES 1.3

DEFENCE
SECURITY AND PUBLIC ORDER
ECONOMIC AFFAIRS 16.1
ENVIRONMENTAL PROTECTION
HOUSING AND COMMUNITY AMENITIES
I HEALTH
RECREATION, CULTURE AND RELIGION (NO DATA)
I EDUCATION
SOCIAL PROTECTION

%

Healthcare and education represent a significant share of sub-national expenditures. Education expenditure is mostly related to provinces,
which are responsible for primary education, although a few large municipality also have some degree of education spending. Both provinces
and municipalities have healthcare expenditure; these include provincial hospitals, and primary healthcare.

REVENUE BY TYPE ST S
TOTAL REVENUE (2012) 8.5% 15.9% 100%
TAX REVENUE = - -
GRANTS AND SUBSIDIES = - -
OTHER REVENUES = - -

The prominence of the central government can also be observed on the revenue side in this natural-resources based country. Out of
the total fiscal revenue collected in Angola, only 15,9% was in respect of the provinces and municipalities that make up the country.

TAX REVENUE. Provincial and local governments in Angola do not raise any own tax. In practice, they are budget units under a centrally
managed budget. While they benefit from shared taxes described in the Decree 30/10 (see below), all tax receipts are transferred to the
“Single Treasury Account” (Conta Unica do Tesouro, CUT); a share of these transfers is then re-distributed to sub-national governments.
Another issue worth pointing out is related to the strong concentration of tax revenue collection (both with respect to central and local
governments) on the province of Luanda.

GRANTS AND SUBSIDIES. Some provinces rely heavily on transfers based on revenues from oil or diamond extraction. Forinstance, the provinces of
Luanda-Norte, Luanda-Sul and Moxico receive a transfer amounting to 10% of tax receipts on diamond extraction. The provinces of Cabinda
and Zaire receive similarly funds from oil extraction.

According to the Decree 30/10, municipalities benefit from a share of the following taxes: personal income tax, real estate tax, real estate
transfer tax, tax on industrial companies, inheritance and donation tax, excise duties, circulation tax, etc. These funds are transfered to local
authorities from the “Single Treasury Account”.

The Fund for Municipal Management Support is a main source of transfer revenues for municipalities. These transfers are not formula-based,
and consist of the same amount for all municipalities irrespectively of their size or population. They mainly aim at financing infrastructure
investments.

OTHER REVENUES. Additional revenues for municipalities include service and license fees that do not enter in the “Single Treasury Account”, for
instance local market fees.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

Sub-national governments in Angola do not possess legal authority to contract debt.

A joint- study of: Sources: http://www.mat.gov.ao ¢ Relatério e Parecer sobre a Conta Geral do Estado 2012 ¢ Ministério Das
Finangas: Resumo Das Despesas De Funcionamento Do Orgao Por Uo * UNDP (2006): “Diagnédstico da Descen-

‘.. UCLG °>> OECD tralizagdo Fiscal em Angola” Decreto Presidential n. 30/10 ¢ Fjeldstad, 0. and A. Orre (2011): “Porqué Cobrar

United Cities Impostos Locais Em Angola?”, Angola Brief Volume 1  Yilmaz, S. and M. Felicio (2009): “Angola: Local Govern-
and tocal Governments ment Discretion and Accountability” * Africa Region Working Paper Series No. 128 « Own calculations based on
Ministério Das Financas, Resumo Das Despesas De Funcionamento Do Orgdo Por Uo £M. Lemos Gabriel (2014):
Publication date: October 2016 “Poder local e autarquias locais: institucionalizacdo e modelos para sua implementacéo”, Justica Do Direito v. 28

* PAANE (2015): “Guia Basico Sobre Descentralizagao E Autarquias Locais No Contexto De Angola” e C. Teixeira

(2012): “Administracdo e governacdo local em Angola”, Histéria: Debates e Tendéncias - v. 11




AFRICA

Income group - LOW-INCOME Local currency - Franc CFA (XOF)

POPULATION AND GEQGRAPHY ECONOMIC DATA

AREA: 112 622 km? GDP: 21.5 billion (current PPP international dollars)
i.e. 2 030 dollars per inhabitant (2014)

POPULATION: 10.6 million inhabitants (2014),

. REAL GDP GROWTH: 6.5% (2014 vs 2013
anincrease of 2.7% per year (2010-14) o )

UNEMPLOYMENT RATE: 1.1% (2014)

DENSITY: 94 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 377 (BoP, current USD
millions, 2014)

URBAN POPULATION: 44% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 25% of GDP (2014)
CAPITAL CITY: Porto Novo (6.4% of national population) HUMAN DEVELOPMENT INDEX: 0.480 (low), rank 166

Sources: Institut National de la Statistique et de ['Analyse Economique du Bénin ; WBI ; UNDP-HDI ; ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs

MUNICIPALITIES (COMMUNES)

MAIN FEATURES OF TERRITORIAL ORGANISATION. Beninis a unitary state with a one-tier decentralization system based on 77 municipalities,
among which 3 special status cities (Porto Novo, Cotonou, Parakou). The constitution provides for financial and political autonomy of
these local governments, who have their own budget. The central state exercises a form of control and support to the municipalities
throughout its deconcentrated entities: departments, districts (arrondissements), neighborhoods and villages. The idea of a reform of
the country’s governance towards a decentralized organization emerged in 1990 with the “National Conference of Active Forces of the
Nation” and then consecrated by the Constitution. Yet, the first elections of local governments executives have only been organized in
2003. These elections were preceded by the promulgation of the decentralization laws and the creation of the 77 communes in 2001.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Local governments have been empowered with both exclusive and shared functions.
Exclusive competences comprises seven major areas : local development and planning ; infrastructure, utilities and transportation ;
environment ; primary education ; primary health care ; social and cultural action ; business services and investments. These
competences are edicted by the 1999 law on territorial organisation and are clearly defined. Municipalities with a specific status benefit
from additionnal responsibilities such as profesional training, higher education, public transporation, security and communication.

SUBNATIONAL GOVERNMENT FINANCE

EXPENDITURE % GOP | HEALGOURMMENT | % SumATIONAL
TOTAL EXPENDITURE (2013) 1.2% 5.6% 100%
CURRENT EXPENDITURE 0.6% - 47.4%
STAFF EXPENDITURE 0.2% 2.9% 16.4%
INVESTMENT 0.6% 9.1% 52.6%

Local governments’ expenditures in Benin are constrained by their lack of resources. They represent barely 1% of national GDP, and 6%
of total public expenditures. On average, around half are spent on current expenditures, and the other half on capital expenditures.
These shares vary widely depending on the municipalities and their sizes.



EXPENDITURE BY FUNCTION

GENERAL PUBLIC SERVICES

DEFENCE

SECURITY AND PUBLIC ORDER

ECONOMIC AFFAIRS

ENVIRONMENTAL PROTECTION %
HOUSING AND COMMUNITY AMENITIES (NO DATA)
HEALTH

RECREATION, CULTURE AND RELIGION

EDUCATION

SOCIAL PROTECTION

The global volume of expenditures still constrained by limited local budgets, which are however balanced in terms of operating and investment
distribution of spendings.

REVENUE BY TYPE % GDP SEENCITED| R
TOTAL REVENUE (2013) 1.3% 6.7% 100%
TAX REVENUE 0.4% 2.6% 29.3%
GRANTS AND SUBSIDIES 0.7% - 53.8%
OTHER REVENUES 0.2% - 17.0%

The principle of the concomitant transfer of resources and competences has not been consecrated by the Benin legislation. The law only
provides for compensation for expenditures resulting from the decentralization of functions in health and primary education realms.
The state has however made a large transfer of taxation powers.

TAX REVENUE. As for most of the UEMOA area local authorities, own tax resources are lower than those coming from intergovernmental trans-
fers. In Benin, tax revenues comprises business tax, land tax and local development tax for 78%, and shared taxes on road maintainance et
mines for 22%. Municipalities can state for the rate of the land tax, in the limits set by the legislator. Communes are still facing difficulties
to properly collect their due taxes.

GRANTS AND SUBSIDIES. Intergovernmental transfers represent the largest share of local governments revenues in Benin. Financial transfers from
the state pass through the Support fund for the development of the communes (FADEC - Fonds dAppui au Développement des Communes)
and are gathered through two grants: operational and investment, with the aim of compensating the inequalities between municipalities by a
redistribution system, and supporting financial capabilities of the municipalities.

OTHER REVENUES. The municipalities also collect non-tax revenues, as fees and charges on public services, fees on ships and canoes, charges on
advertisement and games, fees on artisanal alcohol. They however encouter similar problems as for the tax revenues collection.

OUTSTANDING DEBT % GDP ‘ % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

Given the limits of local governments’ opportunities to raise own revenues, local governments are mostly encouraged to turn towards
regional development banks, international financial institutions, and the regional financial market, but they are constrained to get
the approval of the central government. This blocks small-size municipalities to access borrowing from external lenders. On the other
hand, some large-size municipalities, such as the city of Parakou, has issued a bond on the UEMOA regional market through the Bourse
Régionale des Valeurs Mobiliéres (BRVM).

Ajoint- study of: Sources: * Ministry of decentralization, local governance, administration and urban planning, Recueil des lois sur
la decentralisation (2002) on http://www.gouv.bj/sites/default/files/Recueil-des-lois-sur-la-decentralisation.

', UCLG °>> OECD pdf «0.Syll, Decentralization in Sub-Saharan Africa. Benin., CERCOOP et Université de Franche-Comté, (2005) F.

United Cities Mbacké Cissé, K. Van Eynde, £valuation du théme « Appui a la décentralisation et gouvernance locale ». Etape 2 :
and Local Governments Etudes de terrain. Le Bénin, Coopération Belge au Développemen (2006) *National Associations of Municipalities
in Benin ¢ National Committee on Local Finance of Benin ¢ UCLGA and UCLG (2011) Regional report on decentral-

Publication date: October 2016 ization and local democracy in the UEMOA area.

With the participation of the French Development Agency Country Office in Benin



AFRICA

Income group - LOW-INCOME Local currency - Franc CFA (XOF)

POPULATION AND GEOGRAPHY ECONOMIC DATA ;
| AREA: 274 500 km? GDP: 28.5 billion (current PPPinternational dollars) F,
i.e. 1619 dollars per inhabitant (2014) :

POPULATION: 17.6 million inhabitants (2014),

. REAL GDP GROWTH: 4% (2014 vs 2013
anincrease of 3% per year (2010-14) 4% ( )

UNEMPLOYMENT RATE: 3% (2014)

DENSITY: 64 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 342(BoP, current USD
millions, 2014)

URBAN POPULATION: 29.9% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 31% of GDP (2014)

CAPITAL CITY: Ouagadougou (14.6% of national population) HUMAN DEVELOPMENT INDEX: 0.402 (low), rank 183
Sources: World Bank, UNDP-HDR, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
REGIONS
AVERAGE MUNICIPAL SIZE:

47 826 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Burkina Faso is a unitary state with a two-tier local government structure. Decentralisation
has been enshrined in the constitution of Burkina Faso since 1991, with a devolution process on-going since 1995. Since 2006, the
country is divided into 13 Regions, divided into 368 municipalities, shared between urban and rural status municipalities according
to demographic and economic criterias. Between region and municipalities, there are deconcentrated provinces with role of advising
mayors of municipalities. Among urban municipalities, Ouagadougou (capital city) which concentrate an important amount of
inhabitants and economic activities, enjoy a special status and is divided into self-governed districts (arrondissements).

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. The last decentralization reform in 2004 (law 055-2004, articles 28 to 105)
introduced a progressive devolution of competences to local authorities including a step-by-step deconcentration then decentralization
process. 10 areas of competence were to be transferred in compliance with this law, with a clear division between tiers functions. As the
criteria that determined this transfer to the regional and local authorities are not explicated in the legislation or the accompanying
documents, apart from the subsidiarity principle and a rule of “progressiveness”, hence this devolution is defined as a devolution
of ,tasks” but not as a devolution of expenditures. This often leads to confusion on the scope of devolved responsabilities and on
difference between responsability transfers and financial transfers.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %o

(same expenditure category) GOVERNMENT

TOTAL EXPENDITURE (2013) 1.2% 3.9% 100%
CURRENT EXPENDITURE 0.6% - 51.2%
STAFF EXPENDITURE 0.1% 2.0% 11.3%
INVESTMENT 0.6% 4.5% 49.0%

The Law 014-2006 enshrines the expenditures and resources allocations of local governments. According to this law, capital expendi-
tures must reach at least 1/3 of total subnational expenditures, which is a great constraint on local governments’ budget.



EXPENDITURE BY FUNCTION

GENERAL PUBLIC SERVICES

DEFENCE

SECURITY AND PUBLIC ORDER

ECONOMIC AFFAIRS

ENVIRONMENTAL PROTECTION %
HOUSING AND COMMUNITY AMENITIES (N0 DATM)
HEALTH

RECREATION, CULTURE AND RELIGION

EDUCATION

SOCIAL PROTECTION

Responsibilities by sector are being very progressively devolved upon local governments, vertically by also horizontally, according to the
Burkina Strategic Framework for the implementation of decentralization (decree 095-2007). A first set of responsibilities has been devolved
in 2009: culture and sport, primary school, water and sanitation, and health.

REVENUE BY TYPE % GDP ST S
TOTAL REVENUE (2012) 1.2% 5.4% 100%
TAX REVENUE 0.2% 1.7% 20.4%
GRANTS AND SUBSIDIES - - -
OTHER REVENUES - - -

Governmental transfers still the principal financial ressources of Burkinabé LGs, althought they can levy taxes, which are partly shared
between the two tiers of subnational government. Municipalities have also the possibility to get paid for local services that they render,
through secondary taxation system and user fees. Access to borrowing is very limited and mostly undirect (retroceded from the State to
the LG), except for Bobo Dioulasso and Ouagadougou which have been authorized to borrow from aninternational development agency
in the past years.

TAX REVENUE. Local tax revenue in Burkina Faso is mainly based on 6 shared taxes (impdts), divided between municipalities (97 to 98.5% of
taxation) and Regions (5 to 3% of taxation). The taxes are based on license contribution; residency; montmain; firearms; informal sector
contribution and land revenue. 4 other taxes are perceived by the municipalities. Regions also perceive a wide array of indirect taxes.

GRANTS AND SUBSIDIES. Central government transfers to local authorities are essential in Burkina Faso. For investments, this funding relies on
the DGE (Dotation globale d’équipement), and on the investment grant allocated by the Permanent Development Fund for Local Governments
(FPDCT) relying on a formula including poverty depth index and population; as for the current budget, the DGF (dotation globale de
fonctionnement) grantis dedicated by the central government to municipalities and Region. Other specificinvestment grants can be allocated
by lines ministries.

OTHER REVENUES. Appart from tax and grants, municipalities can collect: benefit-related taxes (taxes locales) which are levied by the
municipality for a service that only the city can provide (for example potable water provision); and user fees and charges (redevances) as a
price for a service rendered by the munipality.

OUTSTANDING DEBT % GDP ‘ % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

Subnational borrowing is constrained to preliminary approval by centralinstitutions.

Ajoint- study of: Sources: B. Dafflon, T. Madies, The Political Economy of Decentralization in Sub-Saharan Africa: A New Implemen-
tation Model in Burkina Faso, Ghana, Kenya, and Senegal. * B. Dafflon, Decentralization and local governance:
', UCLG °>> OECD local governments public finances in Burkina Faso (2012) ¢ Africa Development Forum, Washington, DC: World

United Cities Bank and Agence Francaise de Développement. (2013) * BCEAO, IDS World Bank 2015

and Local Governments

Publication date: October 2016



AFRICA

Income group - LOWER MIDDLE INCOME Local currency - Franc CFA (XAF)

POPULATION AND GEQGRAPHY ECONOMIC DATA

AREA: 475 442 km? GDP: 67.7 billion (current PPP international dollars) i
L s i.e. 2 972 dollars perinhabitant (2014) 3
POPULATION: 22.8 million inhabitants (2014),
anincrease of 2.6 % peryear (2010-14)

REAL GDP GROWTH: 6% (2014 vs 2013)

UNEMPLOYMENT RATE: 4.4% (2014)

DENSITY: 48 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 501 (BoP, current USD
millions, 2014)

URBAN POPULATION: 54.4 % of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 20.7 % of GDP (2014)

CAPITAL CITY: Yaounde (12.9% of national population) HUMAN DEVELOPMENT INDEX: 0.443 (low), rank 153
Sources: World Bank Database ; UNDP-HDR; ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
COMMUNES/COUNCILS REGIONS
AVERAGE MUNICIPAL SIZE:

63 250 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. The constitution of Cameroon of 1996 consecrated the country as a decentralized unitary
state. The country thus has both a deconcentrated administrative system (10 regions and 58 departments) and a decentralized structure of
governance comprising to tiers of decentralization: 10 regions and 374 councils. However the regions are not active yet, as decentralization
is still an on-going process in Cameroon. Another intermediate form of local entity comprises Urban councils (e.g. Communauté Urbaine de
Douala/ Douala Urban Council). Nevertheless, despite the very similar status of these special councils and the common councils, they cannot
really be considered as anindependent level of local self-government. Indeed, they are composed of several Councils headed by directly elected
mayors. These mayors are the members of the Urban Councils bodies. Competences assigned to common Councils are different from those of
Urban Councils. After several years of stagnation, the decentralization process has been revived in the beginning of the 2000’s. The general
framework setting the guidelines, statutes and powers of the councils and regions consists in three laws of 2004. The local financial and taxa-
tion system is regulated by two laws of 2009. These laws encourage inter-councils cooperation.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. The 2004 laws provide for transfer of powers to local entities who have been assigned

functions as social care, health care and primary education, promoting economic development, culture and sport development. In order to
make these transfers effective, the government has to take decrees for each of the devolved competence. As of 2010, half of the competences
have been effectively transferred from central administration to the local governments. Another provision of the decentralization legislation
provide that the implementation of their new competences by the LGUs is not exclusive, and is shared with central administration. This situa-
tion often induces unfunded mandates and the insufficiency of the means co-transferred with the competences.

SUBNATIONAL GOVERNMENT FINANCE

% GENERAL GOVERNMENT % SUBNATIONAL
EXPENDITURE % GDP ‘ (same expenditure category) ‘ GOVERNMENT

TOTAL EXPENDITURE (2013) - - -
CURRENT EXPENDITURE - - -
STAFF EXPENDITURE - - -
INVESTMENT - - -

There is a scarcity of data on local finances in Cameroon, hence it still difficult to evaluate the impact of decentralisation on the volume of
capital expenditures executed by LGUs. The confusion on the division of competences and the lack of local capabilities is surely an obstacle for
the local governments to master their investment programs.



EXPENDITURE BY FUNCTION

GENERAL PUBLIC SERVICES

DEFENCE

SECURITY AND PUBLIC ORDER

ECONOMIC AFFAIRS

ENVIRONMENTAL PROTECTION %
HOUSING AND COMMUNITY AMENITIES (N0 DATM)
HEALTH

RECREATION, CULTURE AND RELIGION

EDUCATION

SOCIAL PROTECTION

Tools have been created to facilitate the enhencement of local public services provision, such as Municipal Development Plans that came under
the National Participatory Development Programme (PNDP) which aims to improve the supply of basic social services, strengthen the decentra-
lization process and to increase the ability of regional and local authorities to assume their competences. This program is now funded at 60%
of credits from the Contract of Debt Reduction-Development (C2D) between France and Cameroon.

REVENUE BY TYPE % GOP % GENALCOUEIMENT | % S
TOTAL REVENUE (2013) - - -
TAX REVENUE - - -
GRANTS AND SUBSIDIES - - -
OTHER REVENUES - - -

There is a lack of consolidated data on all local governments finance in Cameroun. The FEICOM is currently working on the inventory of local
budgets throughout the country. Local own resources are in general very limited, accounting for less than 10% of local revenues, due to
the legal and judicial framework but also to the lack of human and technical capacities of municipal authorities, in particular in the poorest
and small-size local governments. This situation is improving since in 2009, the law on local taxation has added news taxes in the pool of
municipalities’ resources, and a decree setting up the evalution criteria for de decentralization general grant has passed.

TAX REVENUE. Both common and special urban councils can perceive business tax ; property land taxes ; vehicle tax ; tax on gambling ; local
development tax and centimes additionnels communaux (additional communal cents). Yet local governments cannot create new taxes. Tax
revenues collected by the tax authorities on behalf of local authorities and public bodies are subject to a 10% withholding tax for costs of
assessment and collection: 70% of this tax goes to the municipalities, and the rest goes to an investment fund.

GRANTS AND SUBSIDIES. Municipal revenues in Cameroon are made for more than 90% of transfers from the central level of government. local
governments receive three grants from the state. The decentralization general grant (Dotation générale de décentralisation) aims to
compensate for the costs induced by the transfer of new competences to the LGUs. The funds received can be assigned to both operating and
capital expenditures. So are the funds received through the tax tranfers. The grant consisting in the share of local tax income dedicated to
perequation has to be be used to fund investments.

OTHER REVENUES. To compensate for the scarcity of local tax revenues, municipalities can rely on other sources of revenues, such as stamp duties,
fees and charges.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

Councils are allowed to borrow on external and domestic markets under the supervision of the Ministry of Interior. In general, local
governments have difficulties to access borrowing on the domestic market, as the banking sector is not used to work with local governments
without guarantees. The FEICOM is a financial intermediary institution which aims at financing local investment.

Ajoint- study of: Sources: UCLG-OECD 2015 survey on fiscal decentralization ¢ Ministere de UAdministration Territoriale et de
la Décentralisation (MINATD) e Centre National de la Fonction PubliqueTerritoriale — CNFPT «Law N° 2004/017

.’ UCLG 0» OECD of July 22, 2004 on the Orientation of Decentralisation; *Law N° 2004/018 of July 22, 2004 laying down rules

United Cities applicable to Councils; ¢Law N°2004/019 of July 22, 2004 laying down rules applicable to Regions ; ¢C.Cheka
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AFRICA

Income group - LOWER MIDDLE INCOME Local currency - Cape Verde escudo (CVE)

POPULATION AND GEQGRAPHY ECONOMIC DATA
AREA: 4 033 km? GDP: 3.4 billion (current PPP international dollars) r.
o i.e. 6 531 dollars perinhabitant (2014)

POPULATION: 513.906 thousands inhabitants (2014),

. REAL GDP GROWTH: 2.8% (2014 vs 2013)
anincrease of 1.2% per year (2010-14)

UNEMPLOYMENT RATE: 10.7% (2014)

DENSITY: 127 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 132 (BoP, current USD
millions, 2014)

URBAN POPULATION: 65.5% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 34.1% of GDP (2014)
CAPTTAL CITY: Praia (28.2% of national population) HUMAN DEVELOPMENT INDEX: 0.646 (medium), rank 122

Sources: World Bank World Development Indicators, UN World Urbanisation Prospects, http://publications.europa.eu, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
MUNICIPALITIES
AVERAGE MUNICIPAL SIZE:

23 359 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Cape Verde is a unitary country, with a single level of sub-national governments composed
of 22 municipalities. Decentralization has been established in the country since 1991, with the laws on local governments and municipal
elections, and strengthened with the constitutional amendment of 1999. Municipalities are enshrined within the Constitution, as well
as deconcentrated State entities (concelhos) sub-municipal entities (freguesias) which correspond to administrative subdivisions
of municipal territories. The country is sub-divided in 32 freguesias. According to the Constitution of 1992 (art. 230 and 232),
municipalities are separate legal entities with administrative and patrimonial autonomy. Municipal governors (Presidentes da Cadmara)
are elected through direct universal suffrage, and municipal Councils are elected through direct universal suffrage with proportional
voting.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. According to the Estatuto dos Municipios (Law 134/IV, 1995), municipal

responsibilities include functions that are closer to the population: municipal planning, sanitation, healthcare, housing, education,
road transportation, culture, sports, tourism, municipal police, rural development, etc. Yet, they lack the necessary legislative
framework to exercise the responsibilities that are devolved upon them, such as an updated law on local finances, law on city and
territorial planning, and framework for decentralization progress. Besides, because of the geographical situation of the country, itis
particularly difficult to mobilize and to supervise municipal staff.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ )

(same expenditure category) GOVERNMENT
TOTAL EXPENDITURE (2011) 4.2% 18.2% 100%
CURRENT EXPENDITURE 2.7% - 64.1%
STAFF EXPENDITURE 1.4% 13.4% 33.7%
INVESTMENT 1.5% 40.7% 36.0%

Municipalities in Cape Verde were responsible for expenditures up to 4.2% of the national GDP. They are mostly dedicated to current
expenditures, with a high share dedicated to wages and other staff expenditures, leaving few resources for local investment (barely
1.5% of the national GDP).



EXPENDITURE BY FUNCTION
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Municipalities’ main area of spending include, by order of magnitude: general public services (38.3%), housing and community amenities
(32%) and recreation, culture and religion (13.3%). They arealsoin charge, to a small extent, of expenditures in public order, economic affairs
and social protection and education (16.5% in total of subnational expenditures). The sector of services still needs to be developed, and the
government plans to devolve more responsibilities to local governments on public transportation and social protection.

REVENUE BY TYPE % GDP SEENCTIIET |
TOTAL REVENUE (2011 3.6% 14.0% 100.0%
TAX REVENUE 0.7% 3.6% 20.1%
GRANTS AND SUBSIDIES 2.2% - 60.2%
OTHER REVENUES 0.7% - 19.7%

The share of subnational revenues is relatively low in Cape Verde, reaching 3.6% of national GDP. Tax revenues represented 20.1% of
total subnational revenues in 2011, which was almost equal to other types of revenues such as service fees and revenues from property,
which made 19,7% of total subnational revenues. On the other hand, grants and subsidies through dedicated funds represented the
highest share of revenues, up to 60.2%.

TAX REVENUE. Most municipal tax revenues (91%in 2013) include the wealth tax (Imposto Unico sobre o Patriménio-IUP). Other taxes include
a tax on motor vehicle circulation (7% of tax receipts in 2013), and income tax (0.4% of tax receipts in 2013).

GRANTS AND SUBSIDIES. A major source of transfer revenues for municipalities in Cape Verde is the Fund for Financing Municipalities (Fundo de
Financiamento dos Municipios, FFM), which represent over 90% of transfers from the central government. Transfers from the FFM represent in
most cases more than 50% of municipalities’ revenues. The FFM is subdivided into two funds, the Common Municipal Fund (Fundo Municipal
Comun, FMC, representing 75% of the total fund) and the Solidarity Municipal Fund (Fundo de Solidariedade Municipal, FSM, representing the
remaining 25%). Transfers from the FMC are formula-based: 20% of the funds are allocated equally among municipalities, 50% are based on
the population, 15% on the percentage of children, and 15% on the surface area of the municipality. The FSMis an equalisation fund; transfers
are also formula-based. Other sources of transfers for municipalities include for instance public donations from the central government or
international public bodies.

OTHER REVENUES. Other municipal revenues include profits from municipal companies, service fees, products from the sale of assets, revenues
from property, etc.

OUTSTANDING DEBT % GDP ‘ % GENERAL GOVERNMENT
OUTSTANDING DEBT (2011) - :

According to the Law of Local Finance (Lei das Finangas Locais, n° 79/VI/2005), short-term debt cannot be used to cover treasury gaps;
moreover short-term debt should not exceed 10% of revenues from the previous year. Long-term debt should not exceed 15% of current
revenues (including transfers from the FFM), and should not exeed 15% of the value of investments carried out during the previous
year. Yet, many municipalities are facing high levels of debt .

Ajoint- study of: Source of Statistics: ¢ Ministério do Ambiente, Habitacdo e Ordenamento do Territério (2013): “Diagndstico do
Processo de descentralizagdo em Cabo Verde nos dltimos 20 anos” * IMF Government Finance Statistics ¢ CIA

.’ UCLG 0» OECD World Factbook Cape Verde « J. Floresvindo Barbosa (2010): “Elaboracdo Da Conta De Geréncia Dos Municipios”

United Cities D. Tavares Furtado (2013): “Descentralizagdo e Autonomia Financeira do Municipio de Sdo Miguel”;  P.J. Lopes
and Local Governments Ferreira (2012): “0 impacto dos impostos no orcamento das Camaras Municipais: 0 caso do Municipio do Tarrafal
de Santiago” ¢ Republica de Cabo Verde (2015): “Conta Geral do Estado 2013” * P. Fagundes Visentini (2011):

“Cabo Verde”, Thesaurus Editora

Publication date: October 2016



AFRICA

BASIG SUCID-EBUNUMIC INDICATDRS . V Iﬁcome g.r(-)up - LO\.N-.INCOME .Local currency - Franc CFA (XAF)

POPULATION AND GEQGRAPHY ECONOMIC DATA

i AREA: 1 284 000 km? GDP: 29.6 billion (current PPPinternational dollars)
LV, i.e. 2 182 dollars per inhabitant (2014)
POPULATION: 13.587 million inhabitants (2014),
anincrease of 3.4 % per year (2010-14)

REAL GDP GROWTH: 7.3% (2014 vs 2013)

UNEMPLOYMENT RATE: 5.6% (2014)

DENSITY: 11 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 761 (BoP, current USD
millions, 2014)

URBAN POPULATION: 22.5% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 33.8% of GDP (2014)

CAPITAL CITY: N'Djamena (8.9% of national population) HUMAN DEVELOPMENT INDEX: 0.392 (low), rank 185
Sources: World Bank database, UNDP-HDR, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
MUNICIPALITIES DEPARTMENTS REGIONS
(COMMUNES) (DEPARTEMENTS) (REGIONS)

MAIN FEATURES OF TERRITORIAL ORGANISATION. Chad is a unitary state with a three-tier structure of decentralization. The four level
of subnational governments comprise , besides more than 800 rural communities, 348 municipalities, 61 departments and 23
regions. However, as of today, only 42 municipalities are effective, as elections have not been held in the other LGs. The capital-
city of N'Djamena enjoys a special-status and is divided into 10 sub-municipalities and one city municipality, each of them being
independent from each other. Every tier of decentralization has its deconcentrated entity: regions, prefectures (departments) and
sub-prefectures. Decentralization process started in 1993 in Tchad, following the Sovereign National conference. The constitutional
law of 2005 enshrined the decentralized structure or governance and guaranteed the local governments autonomy. The first local
elections have been held in 2012, after a long-term delay. A 23rd region has been created in 2012, and all the limits of rural
municipalities and departments have not been set yet. Local elected officials are elected for 6 years.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Transfers of competences to local governments are regulated by the Law No. 33/
PR/2006 on local governments responsibilities, the powers assigned to each tier of local units are clearly assigned. It comprises 13
realm of competences. The municipalities are responsible for primary education, literacy and technical education ; health and social
care (local infrastructures, primary health care, sanitation, ect.) ; promotion of cultural and sport activities ; urban development
and planning ; environmental and natural resources protection ; promotion of commercial activities ; municipal transport and
infrastructures ; potable water distribution.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %o

(same expenditure category) GOVERNMENT
TOTAL EXPENDITURE (2013) 0.1% 0.4% 100%
CURRENT EXPENDITURE = - -
STAFF EXPENDITURE = - -
INVESTMENT = - -

Local expenditures amount to around 0,4% of general government expenditures in 2013. There is no coordination entity or fund for
publicinvestment among levels of governments, and local governments spend most of their budget on current expenditures due to lack
of financial resources and weak financial management.



EXPENDITURE BY FUNCTION
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Local investment still very low in Chad, due to a weak coordination between the various levels of government, and the lack of incentives to
foster the intergovernmental cooperation. The lack of financial, human and material resources is also an obstacle to local public investment
development. Expenditures of the city of N'Djamena and of its districts account for 38,8% of local expenditures in 2013.

REVENUE BY TYPE ST S
TOTAL REVENUE (2013) 0.1% 0.7% 100%
TAX REVENUE = - -
GRANTS AND SUBSIDIES = - -
OTHER REVENUES = - -

According to the law, municipalities can raise local taxes, and receive a share of national taxation through the system of ,centimes
additionnels” (additional cents). there is a lack of available information on local finances in Tchad, and its difficult to know the exact
share of each type of revenue. Due to the low degree of effective decentralization, municipalities are lacking the financial resources
they need to invest and are faing difficulties to raise local taxation. They thus have a very limited autonomy.

TAX REVENUE. Local governments are authorized to vote the tax rates, within the limits set by the law. Article 677 of the CGI makes the list of
local tax sources, which include taxes on built and non-built properties.

GRANTS AND SUBSIDIES. According to the law, State subsidies comprise a bulk operating grant, unearmarked and transferrd to each LG. They also
receive a capital grant, a subsidy aiming to compensate for the costs of devolved competences, and financial balance grant. In 2013, each
of the 42 municipalities have received a 32 millions of Francs CFA unconditionnal, unearmarked grant, which distribution was based on the
number of municipalities. The government is currently working on a global formula-based subsidy that could be implemented within the next
years. A study of the European Union is also on-going on the calculation of the real costs of devolved competences from Ministries to local
governments.

OTHER REVENUES. Other revenues include income from patents, licenses, fees from public services, etc. Tariffs can be set up by the Municipal
councils, with the approval of the supervisory authority, and within the limits set by law.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

Chadian local governments do not have access to the loan even if provided for in the Constitution in its Art 211: “LGs resources are
made of the funds borrowed by the LGs on either the domestic market or on foreign markets with approval of the national monetary
authorities, with or without government guarantee.”

Ajoint- study of: Source of Statistics: * Constitution du Tchad * Loi organique N°002/PR/2000 du 16 Février 2000 portant Statuts
des Collectivités Territoriales Décentralisées ¢ Loi 06-033 2006-12-11 PR portant répartition des compétences

f UCLG 0» OECD entre 'Etat et les Collectivités territoriales décentralisées  UCLG-OECD Survey on decentralization, 2015

United Cities * Portail Tchad décentralisation, Centre International d’Etudes pour le Développement Local - CIEDEL
and Local Governments

With the participation of French Development Agency Country Office in
Publication date: October 2016 Chad.




AFRICA

UNITARY: COU

Income group - LOWER MIDLLE INCOME Local currency - Franc CFA (XAF)

POPULATION AND GEQGRAPHY ECONOMIC DATA

AREA: 342 000 km? GDP: 28.3 billion (current PPPinternational dollars) F,
i.e. 6 277 dollars perinhabitant (2014)

POPULATION: 4.5 million inhabitants (2014),

; REAL GDP GROWTH: 6.78% (2014 vs 2013
an increase of 2.6% per year (2010-14) o (2014 vs 2013)

UNEMPLOYMENT RATE: 7.2% (2014)

DENSITY: 13 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 5 502 (BoP, current
USD millions, 2014)

URBAN POPULATION: 65.4% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 41.3% of GDP (2014)

CAPITAL CITY: Brazzaville (40.6% of national population) HUMAN DEVELOPMENT INDEX: 0.591 (medium), rank 136
Sources: World Bank database, UNDP-HDR, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
MUNICIPALITIES (COMMUNES) DEPARTMENTS
AVERAGE MUNICIPAL SIZE: (DEPARTEMENTS)

51 193 INHABITANTS
MAIN FEATURES OF TERRITORIAL ORGANISATION. The Republic of Congo (or Congo Brazzaville, or Congo) is a unitary country with a two-tier

subnational government structures. The subnational level is made of 12 departments, including two departments with a specific status, corre-
sponding to both departmental and municipal councils: Brazzaville, the administrative capital, and Pointe Noire, the economic capital. Then,
the country has 6 cities with a municipal status (including Brazzaville and Pointe Noire). The departments and municipalities of Brazzaville
and Pointe Noire each have their respective budgets. Representatives at both levels are directly elected. Municipalities and districts are then
divided into sub-municipalities and urban sub-districts, 2753 villages, without administrative autonomy. Decentralization is enshrined in the
constitution since 2002 (Art. XVI) and the 2003 judicial framework (after past attempts in 1973, 1979, and 1992). Its implementation follows
a devolution process. Since then, the departmental councils have been renewed twice following local elections. Subnational governments are
autonomous administrative entities, yet the central State through the national law that allocates their responsibilities, resources, operating
and for supervision of their activities. Currently, the laws on local governments are specific within 9 laws. The departments are supervised
by national delegates as Prefects (préfets) and Sub-prefects (sous-préfets). The current context of accelerated growth and urgent need of
infrastructures could lead to rapid progress in the decentralization process if the national environment and frameworks allow for developing
subnational governments responsibilities and resources.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Despite the 9 laws adopted on decentralization between 2003 and 2005, the judicial
framework on local governments’ responsibilities is still incomplete and the lack of clear framework leads to some mismatch between department
and municipal responsibilities. In addition, The Mayors-Administrators of the sub-districts of Brazzaville and Pointe Noire are nominated by the
Central Level, leading to conflicts with the Municipal Mayors on their jurisdictions. According to the law N°10-2003, local governments are de-
volved responsibilities in order to increase accountability to the citizens and better meet local needs. Municipalities and departments often share
different functions of the same sectors of activities. These include, limited to subnational capabilities to exercise these responsibilities: local
affairs (art.15), planning, public education, health, environment, tourism, sport and culture, trade, public infrastructures and transportation,
employment. At the national level, an on-going project aims at supporting the implementation of decentralization and local development.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %

(same expenditure category) GOVERNMENT
TOTAL EXPENDITURE (2010) 0.4% 1.9% 100%
CURRENT EXPENDITURE 0.4% - 99.5%
STAFF EXPENDITURE 0.2% 5.3% 43.5%

INVESTMENT - - -

Subnational expenditures remain very low in Republic of Congo despite the slow progress in decentralization since 2003. In 2010, they ac-
counted for 0.4% of GDP and 1.9% of overall public expenditures. Moreover, subnational expenditures were essentially dedicated to current
expenditures, including for the half to staff expenditures (43.5% of subnational governments expenditures). Local public investment is not
yet operational, as the rest of subnational expenditures were spent on capital transfers.



EXPENDITURE BY FUNCTION
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There is a lack of official data on economic classification of expenditures by subnational governments, as opposed to the national level. The
very high share of currente expenditures in subnational governments expenditures (99.5%) in 2010 leaves no concrete room for manoeuvre
for subnational authorities, compared to the wide array of responsibilities devolved upon them by law.

REVENUE BY TYPE T
TOTAL REVENUE (2010) 0.8% 1.2% 100,0%
TAX REVENUE 0.2% 2.8% 27,7%
GRANTS AND SUBSIDIES 0.5% - 60.1%
OTHER REVENUES 0.1% - 12.2%

Subnational governments in the Republic of Congo are encountering massive financial difficulties, and they rely mainly on allocations
from State. The Law 10-2003 stipulates that for each devolved responsibility, the central government should transfer the corresponding
amount of resources, either under the devolution of local taxes, shared taxation or intergovernmental transfers.

TAX REVENUE. Tax revenues of subnational governments include the tax on building occupancy, that replace since 2014 the tax on rent value
of office buildings, with the aim of strengthenning local governments own resources. This tax is set at between 60 and 12 thousands FCFA
for residential occupancy, and between 60 000 and 1.2 million FCFA for professional occupancy.

GRANTS AND SUBSIDIES. Grants and subsidies represent the highest share of local governments revenues (60.1%). Most of the time, the transfer
of responsibilities to subnational governments is compensated by transfer, through the global decentralization transfer (dotation globale
de décentralisation). By decret, this transfer should provide each depatrment and municipality with 1 billion FCFA for the implementation of
public projects. Yet this transfer is often late and misallocated. Subnational governments also perceive a share (,,additional cents”) of the VAT
and of registration rights.

OTHER REVENUES. Other expenses include patents and licenses, whose amounts are variable depending on the nature of activity, facilities, locality
and other economic parameters. Complex calculation formula lead to a weak collection of these types of resources.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

At the time being, subnational governments in the Republic of Congo have not accessed borrowing to finance their expenditures.

Ajoint- study of: Sources: IMF-GFS ¢ Alternatives citoyennes, 24 August 2015, Collaborative multi-stakeholders program PCPA-Con-
go * Law N°10-2003 on the allocation of responsibilities to local governments ¢ F. Breitzer MOUNZEOQ, The Congo-

f UCLG 0» OECD lese taxation system (2013) * National Statistical Institute of Congo

United Cities
and Local Governments

Publication date: October 2016 With the participation of the French Developemnt Agency Country Office in Congo



POPULATION AND GEOGRAPHY

AFRICA

Income group - LOW-INCOME Local currency - Ethiopian Birr (ETB)

ECONOMIC DATA

AREA: 1 104 300 km?

POPULATION: 96.958 million inhabitants (2014),
an increase of 2.6% per year (2010-14)

DENSITY: 88 inhabitants/km?

URBAN POPULATION: 19.5% of national population

CAPITAL CITY: Addis Abeba (3.3% of national population)

Sources: World Bank database, UNDP-HDR, ILO

GDP: 145.4 billion (current PPP international dollars)
i.e. 1500 dollars perinhabitant (2014)

REAL GDP GROWTH: 10.3% (2014 vs 2013)

UNEMPLOYMENT RATE: 5.3% (2014)

FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 1 200 (BoP, current
USD millions, 2014)

GROSS FIXED CAPITAL FORMATION (GFCF): 38% of GDP (2014)

HUMAN DEVELOPMENT INDEX: 0.442(low), rank 173

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL

REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs

DISTRICTS
(WOREDAS)

AVERAGE MUNICIPAL SIZE:
125919 INHABITANTS

9 AUTONOMOUS REGIONAL STATES
(KILILOCH) AND 2 CHARTERED CITIES
(ADDIS ABABA AND DIRE DAWA)
(ASTEDADER AKABABIWOCH)

MAIN FEATURES OF TERRITORIAL ORGANISATION. Ethiopia is a federal country with a two-tiers structure of decentralized governance. The
country’s current Constitution from 1995, establishes the federal structure based on nine ethnic regional states and two special status cities.
Each region has its own autonomous and elected government. They are assigned with extensive powers by the Constitution. As the decentral-
ization process progressed asymmetrically, it is hence difficult to know the exact number of local governments in Ethiopia. For these highly
decentralized regional states, the decentralization is structured into zones, districts (woredas) and wards (kebele). As the decentralisation of
governance to the regional states level started in 1995, a second phase of decentralisation took place in 2002, with the bulk provision of public
services beeing devolved to the sub-regional governments. The second level is composed of the districts (woredas), which can be rural or ur-
ban. Below the woredas, the next level of decentralisation is made of small demographic units (around 5000 inhabitants), the wards (kebele),
which can be divided into sub-level entities. In parallel to woredas decentralization, municipalities have been assigned with the governance of
urban centers of importance. Their executives are appointed by a higher level of government. However their role still unclear.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. pivision of responsibilities between the differents level of governments is driven by a
subsidiarity principle enshrined in the 1995 constitution. Each sub-federal government is responsible for the provision of public services at its
level, whereas the federal state is responsible for all powers that have not been delegated to the regional level, or for shared competences. Re-
gions and woredas competences are edictd by the constitution. The regional governments are responsible for the implementation of economic
and social development policies, and for maintaining public order. The zones serves as an intermediary level between woredas and region and
are also headed by elected executives and councils. The woredas are in charge of water provision and distribution, local roads building and
maintaining, primary school and primary health care services, as well as veterinary services, agricultural activities management and natural
resources protection. As for the kebele, their powers are not formaly stated for in the constitution. As the lowest level of subnational govern-
ment, and thus act in all proximity matters. They form users communities in charge of proximity services implementation and regulation, e.g.
water users, parents-teachers associations, ect.

SUBNATIONAL GOVERNMENT FINANCE

% GENERAL GOVERNMENT % SUBNATIONAL
EXPENDITURE % GDP ‘ (same expenditure category) ‘ GOVERNMENT

TOTAL EXPENDITURE (2013) - - =
CURRENT EXPENDITURE - - -
STAFF EXPENDITURE - - -
INVESTMENT - - -

Expenditure distribution has not been clearly edicted by the constitution, and their assignment emanates from the competences and powers
devolution. This lack of specification or of a single law aiming to clarify the situation creates an ambiguity in the relation between regional
states and woredas. However the size of sub-national governments exenditure has grown extensively over the last decade.



EXPENDITURE BY FUNCTION
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In 2011/12 fiscal year, the regional investment rate represented 20% of public sector investment, or 2.8% of GDP. Regarding the woredas, their
share in roads investment was of 26% (7% for Regions) with a net growth of 44,5% since 2010, this increasing trend beeing a result of the federal
government will, and the increasing means dedicated to it through intergovernmental transfers over the last years. Primary education enrollment
also grew (+3%) during 2012 year, which both reveals the importance of woredas level for basic infrastructures investments, and their dependence to
national priorities and funding.

REVENUE BY TYPE % GDP (same revenue category) GOVERNMENT

TOTAL REVENUE (2012) - - -
TAX REVENUE = - -
GRANTS AND SUBSIDIES - - -
OTHER REVENUES - - -

% GENERAL GOVERNMENT ‘ % SUBNATIONAL

Unlike epxenditures assignment, revenue sources are clearly assigned to the federeal and regional states. However, local governments fiscal revenues
are undermined by weaked fiscal bases and collection problems, making the local governments highly relying on intergovernmental transfers, and
thus limitating their autonomy.

TAX REVENUE. According to the constitution, regional states can levy income tax on employees of the state government ; agricultural tax from farmers ;
tax on individual traders, houses and other property owned by private persons or regional government ; sales tax from public enterprises owned
by the state government ; forest products. They also receive income from shared taxes levied by the federal government on profit, sales, exercise,
and personal taxes on enterprises (the list of whom is jointly established); taxes on the profits of shareholders (companies and individuals) ; taxes
on the incomes of derived from large-scale mining, petroleum and gas operations. This regional system of taxation creates important inequalities of
resources between regions. Vertical imbalances are generated by the limited tax bases in the country. Also, there is a disproportion between federal
and regional state, and between the regional states themselves, in the distribution or shared taxes. For instance the chartered city of Addis Ababa,
estimated to generate a quarter of national GDP, has the power to create new taxes and levies.

GRANTS AND SUBSIDIES. Regional states receive both block grants and conditional special grants from the federal government. These grants allocation is
based on population weight, expenditure needs assessment and revenue potential of each region. In 2009, intergovernmental transfers represented
from 45% to 80% of regional expenditures, creating a high depedency of regional governments and thus reducing their autonomy. Woredas are facing
a similar situation as they are mostly relying on regional transfers to fund their spendings.

OTHER REVENUES. Regional states and chartered cities also benefit, to the margin, from other sources of revenues such as administrative fees and
charges, such as work permits, court fines and fees, forfeits, business and professional registration and license fees; sales of public goods and services;
government investment income; and miscellaneous revenues. The city of Addis Ababa is also rising revenues through urban land lease, yet the share
of this source of revenues in its local revenues is decreasing.

OUTSTANDING DEBT % GDP ‘ % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - :

Regional states are legally allowed to borrow, with a set of limitations: they are only able to borrow on domestic market, with the supervision
and approval of the federal state which holds the decision in terms of amount that is to be borrowed according to the region’s financial
capacity. However, borrowing seems to be very limited at the local levelin Ethiopia.

Ajoint- study of: Source of Statistics: ©S.Yilmaz, V.Venugopal, (2008), Local government discretion and accountability in

Ethiopia, International studies program working paper 08-38, Andrew Young school of policy studies ¢ Alefe

.’ UCLG 0>> OECD Abeje Belay (2014), System of division of revenue in Ethiopia, European Scientific Journal *D.Assefa, Fiscal

United Cities (2015) Decentralization in Ethiopia: Achievements and Challenges, “Public Policy and Administration Research”,

and tocal Governments Vol.5, No.8 < National Bank of Ethiopia, Annual report 2012/13 available on http://www.nbe.gov.et/pdf/
annualbulletin/Annual%20Report%202012-2013/Annual%20Report%202012-2013.pdf

Publication date: October 2016



AFRICA

Income group - LOWER MIDDLE INCOME Local currency - Cédi Ghanéen (GHS)

POPULATION AND GEQGRAPHY ECONOMIC DATA

AREA: 238 537 km? GDP: 109.3 billion (current PPP international dollars) r.
i.e. 4 080 dollars perinhabitant (2014)

POPULATION: 26.786 million inhabitants (2014),

. REAL GDP GROWTH: 4.0% (2014 vs 2013
anincrease of 2.4% per year (2010-14) 4.0%( )

UNEMPLOYMENT RATE: 5.9% (2014)

DENSITY: 113 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 3 363 (BoP, current
USD millions, 2014)

URBAN POPULATION: 54% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 27.1% of GDP (2014)
CAPITAL CITY: Accra (8.4% of national population) HUMAN DEVELOPMENT INDEX: 0.579 (medium), rank 140

Sources: World Bank World Development Indicators, UN World Urbanisation Prospects, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
6 METROPOLITAN, 55 MUNICIPAL AND REGIONAL COORDINATING
155 DISTRICT ASSEMBLIES COUNCILS
AVERAGE MUNICIPAL SIZE:

124 009 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Ghanais a unitary country with a three-tier system of local governments. Ghana has embarked
ina comprehensive decentralisation programme since 1988 with the introduction of the Local Government Law (PNDC law 207). The subnational
government system consists of 10 Regional Coordinating Council, a four-tier Metropolitan and three-tier Municipal/District Assemblies
structure. A Metropolitan/Municipal/District Assembly (MMDA) is created to serve as a pivot of administrative and developmental decision-
making in the district and basic unit of government administration. The MMDA is constituted as the planning authority for the District. The
Sub-Metropolitan Districts, Urban/Town/Zonal/Area Councils and the Unit Committees make up the substructures under the MMDA. A draft
Consolidated Local Government Bill which seeks to harmonize conflicting laws and consolidate 5 major legislations on decentralisation into
one Act, was developed to deepen local governance and decentralization. Indicators of the Functional and Organisational Assessment Tool
(FOAT) VII were reviewed and subsequently a nationwide performance assessment of all the 216 MMDAs was conducted in 2015. In addition,
Human Resource Units will be established in 66 District Assemblies, whilst monitoring and evaluation missions will be conducted in MMDAs and
RCCs using the Results Based Management System.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Decentralization Acts and Laws contributed to decentralise 22 functional areas of

government to local government authorities. The Assemblies perform their functions through the Executive Committee, which include Social
Services, Works, Finance and Administration, Development Planning, among others. The Ministry of Local Government and Rural Development
has the role to promote the good development of the decentralised system of local government. Yet, inconsistencies in legislation have led to
overlapping of central and local responsibilities.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %

(same expenditure category) GOVERNMENT

TOTAL EXPENDITURE (2013) 7.7% 26.0% 100%
CURRENT EXPENDITURE 5.1% - 67.2%
STAFF EXPENDITURE - - =

INVESTMENT 2.5% 49.0% 32.9%

Moreover, local government authorities often do not have the capacity to act autonomously. Funds are often allocated to the departments
instead of the districtassemblies. The Regional Coordinating Councils and the Public Investment Division of the Ministry of Finance are assigned
the responsibility of coordinating public investment activities across different levels of government in their respective regions (Sections 140-
146 of ACT 462).



EXPENDITURE BY FUNCTION % SUBNATIONAL GOVERNMENT EXPENDITURE

11.3

GENERAL PUBLIC SERVICES
DEFENCE
SECURITY AND PUBLIC ORDER
ECONOMIC AFFAIRS 16.1
ENVIRONMENTAL PROTECTION 0/0
HOUSING AND COMMUNITY AMENITIES
B HEALTH
RECREATION, CULTURE AND RELIGION
I EDUCATION
SOCIAL PROTECTION

(NO DATA)

According to the law, district assemblies are the exclusive bodies in charge of water and sanitation services at the local level. Service delivery for
health and education is decentralized to a department of the district assemblies.

REVENUE BY TYPE %% GOP SEEETUETEIEEN | AL
TOTAL REVENUE (2013) 0.7% 3.3% 100%
TAX REVENUE = - =
GRANTS AND SUBSIDIES 9.2% - 92.3%
OTHER REVENUES - -

The key challenge for local governments in Ghana is their limited capacity to generate sufficient local revenues. The 2007/2008 financial crisis
did not have much effect on local government sub-national finance in Ghana. They continued to rely on intergovernmental fiscal transfers and
their own internally generated funds (IGF).

TAX REVENUE. Any creation of new local taxes to be collected is subject to the approval of the Minister of Finance. Rates-property taxes make up
18,3% of tax revenues, building permits make up 14,8%. MMDAs are free to set tax rates.

GRANTS AND SUBSIDIES. Transfers are often late, with low predictability. Transferts are made up primarily from the earmarked District Assembly Common
Fund (DACF) to all local assemblies. This formula-based transferis based on population, need, poverty and social services pressure, and it must exceed
7.5% of total government revenue. Two types of untied grants can also be attributed to MMDAs, based on performance FOAT criteria.

OTHER REVENUES. MMDAs primarily rely on Fees & Fines (Market tickets, Court Fines, etc.) as part of subnational government revenues.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

The MMDAs may borrow on the basis of loans or overdrafts from public institutions, for amounts up to 2 000 Cedi without approval, provided
that these do not require central government guarantees. For amounts above 2 000 Cedi, the Local Government Act (1993) restricts the MMDAs
access to domestic borrowing and require approval from the Minister of Local Government and Rural Development (MLGRD), given in consulta-
tion with the Minister of Finance. There is a lack of legislation on accumulating larger overall debt provided that the individual loan amounts do
not exceed 20 Million Cedi. The issuance of a central government guarantee requires the authorisation of the Minister of Finance. A Municipal
Finance Bill which will enable MMDAs to borrow directly from the financial market is yet to be approved by the Parliament of Ghana.

Ajoint- study of: Sources: Budget Statement and Economic Policy of the Government of Ghana for 2015 financial year *Ministry
of Finance, 2015 Composite budgets of MMDAs e Ministry of Local Government and Rural Development Website
UCLG o» OECD *N. Devas, Financing LocalGovernment, Commonwealth Secretariat, Local Government Reform Series (2008) *S.

... Uniten Civion Ankamah, The Politics of Fiscal Decentralization in Ghana: An Overview of the Fundamentals (2012)

and Local Governments

Publication date: October 2016 With the participation of VNG International & the Frencg Development Agency Country Office in Ghana



AFRICA

Income group - LOW INCOME Local currency - Guinean Franc (GNF)

POPULATION AND GEQGRAPHY ECONOMIC DATA ]
| AREA: 245 857 km? GDP: 15 billion (current PPPinternational dollars) r.
i.e. 1219 dollars per inhabitant (2014) :

POPULATION: 12.3 million inhabitants (2014),

. REAL GDP GROWTH: 0.4% (2014 vs 2013
anincrease of 2.8% per year (2010-14) 4% )

UNEMPLOYMENT RATE: 1.7% (2014)

DENSITY: 50 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 566 (BoP, current USD
millions, 2014)

URBAN POPULATION: 37.2% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 14% of GDP (2014)
CAPITAL CITY: Conakry (15% of national population) HUMAN DEVELOPMENT INDEX: 0.411(low), rank 182

Sources: World Bank database, UNDP-HDI, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs

MUNICIPALITIES (COMMUNES)

AVERAGE MUNICIPAL SIZE:
36 070 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Guinea is a unitary country with a one tier decentralization structure. The decentralization
process started in 1986, in a country that inherited a highly centralized administration from the colonial period. After the publication
of the Fundamental Law of 1991, later modified by the 2001 Constitution, the Guinea territorial divisions are the regions, prefectures,
sub-prefectures, neighborhoods and districts. Local governments consist in urban municipalities and rural development communities.
Guinea accounts 341 municipalities divided into 38 urban municipalities, of which five are located within the capital city of Conakry.
These urban municipalities are themselves subdivided into neighborhoods, whereas the rural areas the villages are made of several
districts. A local governments code has been adopted in 2006, however the decrees for their implementation weren’t published.
Municipalities are headed by elected councils among which executives are also elected. The city of Conakry enjoys a special status, as
itis subdivided into urban municipalities, each of them having its mayor, but the executive of the city is a governor appointed by the
President of the Republic.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Competences of municipalities do not vary whether they are urban or rural. They
are stated for in the Local Governments Code. The competences assigned to the municipalities are covering administrative services
management (registry services, local police and safety) ;infrastructure and transport (roads maintenance, sewerage management,
ect.); urban management; environment, hygiene and sanitation (potable water provision and distribution management, environmental
protection, ect.) ; social services (literacy campains, development of cultural services, health centers building and maintenance,
primary schools building and management); economic services (building and maintenance of municipal markets and tourists sites) ;
local development and urban planning.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %o

(same expenditure category) GOVERNMENT
TOTAL EXPENDITURE (2013) 0.2% 0.8% 100%
CURRENT EXPENDITURE 0.05% - 23.6%
STAFF EXPENDITURE - - =
INVESTMENT 0.2% 1.8% 76.4%

It should first be noted that all the data here displayed are from only 150 of the overall municipalities. Despite the responsibilities devolved
upon them by the law, Guinean municipalities are not fully effective due to the lack of legal acts to enforce them, and to a lack of resources,
both human and financial. They account for only 0.8% of total public expenditures, corresponding to only 0.2% of the national GDP.



EXPENDITURE BY FUNCTION

GENERAL PUBLIC SERVICES

DEFENCE

SECURITY AND PUBLIC ORDER

ECONOMIC AFFAIRS

ENVIRONMENTAL PROTECTION %
HOUSING AND COMMUNITY AMENITIES (NO DATA)
HEALTH

RECREATION, CULTURE AND RELIGION

EDUCATION

SOCIAL PROTECTION

From this sample, we can observe that local governments expenditures represent a very low share of GDP, thus reflecting the difficulties
the municipalities are facing to fulfill their duties. These difficulties come partly from a mismatch between the government stated priorities
(primary education, public health, road maintenance) and concrete expenditure allocation.

REVENUE BY TYPE %% GOP ST e
TOTAL REVENUE (2012) 0.3% 1.4% 100%
TAX REVENUE = - -
GRANTS AND SUBSIDIES - - -
OTHER REVENUES - - -

Municipalities global revenue level appears to be insufficient to allow them to fully fulfill their devolved responsabilities. Fiscal
devolution is still unfinished in Guinea, despite the provision of the local governments code, and the share of LGs revenue to GDP still
very low at 0.3%, below the average level of West African decentralized countries.

TAX REVENUE. There is no official statistics on subnational governments revenues in Guinea. Municipal tax revenues comprise business
tax, property taxes, tax on registry, on market places and parking. There is an important fiscal imbalance between municipalities, as
their number of taxes and their share of local revenue differ. The major part of own local revenues is concentrated in the Conakry urban
agglomeration.

GRANTS AND SUBSIDIES. Municipalities receive two types of intergovernmental transfers : an operating grant, and a specific purpose capital grant.
The latter has to be used to fund investments comprised in the municipalities development plan or annualinvestment programme.

OTHER REVENUES. Other revenues include fees and fines, but they represent only a very small share of subnational revenues.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

The municipalities are legally authorized to borrow. Yet, in practice, contracting a loan is a complex process and requires the approval
of the central government, and is strictly limited to the funding of capital expenditures.

Ajoint- study of: Sources: Ministére de 'Administration du Territoire e Decentralisation in Guinea : strengthening accountability
for better service delivery, Public sector reform and capacity building unit, World Bank (2008) ¢ Portail foncier et
.’ U CLG 0» OECD développement (2008), Cadre législatif et institutionnel de Guinée Conakry, “Décentralisation, foncier et acteurs
United Cities locaux”, on http://www.foncier-developpement.fr/ ¢ UCLG (2010), Survey on decentralisation 0. Fjeldstad, G.

and tocal Govemments Chambas, J.Brun, Local government taxation in sub-saharan Africa, CMI Working Paper (2014)

Publication date: October 2016

With the participation of Florian Bruandet, International Technical Expert to the Ministére de 'Administration du
Territoire et de la Décentralization



AFRICA

Income group - LOW-INCOME Local currency - Franc CFA (XOF)

POPULATION AND GEOGRAPHY ECONOMIC DATA
y | AREA: 36 125 km? GDP: 28.5 billion (current PPPinternational dollars) F,
Gvhi i.e. 1619 dollars per inhabitant (2014) :

POPULATION: 1.8 million inhabitants (2014),

. REAL GDP GROWTH: 2.54% (2014 vs 2013
anincrease of 2.5% per year (2010-14) 4% ( )

UNEMPLOYMENT RATE: 7.6% (2014)

DENSITY: 50 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 21 (BoP, current USD
millions, 2014)

URBAN POPULATION: 49.3% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 7.0% of GDP (2014)
CAPITAL CITY: Bissau (26.3% of national population) HUMAN DEVELOPMENT INDEX: 0.420(low), rank 178

Sources: World Bank World Development Indicators, UN World Urbanisation Prospects, http://publications.europa.eu, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
MUNICIPALITIES
(SECTORES)

MAIN FEATURES OF TERRITORIAL ORGANISATION. Ginea-Bissau is a unitary country with one tier of sub-national governments (sectors).
The 37 sectors include special status municipalities (towns and cities) and are further sub-divided into 185 sections. Towns consist
of municipalities of more than 1500 inhabitants with at least 50% of urban territory, and providing specific services (see below);
cities consist of municipalities of more than 6000 inhabitants with at least 60% of urban territory, and providing additional services
(see below). Municipalities are enshrined in the Constitution. They are led by a Municipal Assembly composed by 9 to 27 elected by a
Municipal College. The country is also divided into 8 regions and one autonomous sector for administrative purposes. The regions are
sub-divided in administrative sectors, which in turn are sub-divided in administrative sections. Regions and administrative sectors are
led by a representant of the central government.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Municipalities” functions include the construction and maintenance of roads,

primary education, parks, cementaries, markets, swater supply, waste collection, culture, sports, health centers, etc. However these
functions are not mandatory and can vary according to the municipalitie’s size. In order to be recognised as a town, a municipality
(besides the requirements mentioned above) must provide water supply, electricity, possess a cementary, a market, a health center,
etc. Cities must, in addition, possess a well-developed road network, provide basic sanitation, etc.

SUBNATIONAL GOVERNMENT FINANCE

% GENERAL GOVERNMENT % SUBNATIONAL
EXPENDITURE % GDP ‘ (same expenditure category) ‘ GOVERNMENT

TOTAL EXPENDITURE (2013) - - =
CURRENT EXPENDITURE - - -
STAFF EXPENDITURE - - -
INVESTMENT - - -

The institutional environment of Guinea Bissau remain very weak and not in favor of local and municipal action. There is no official
statistics on the levels of spending of lcoal authoritiesand no accountability mechanism.



EXPENDITURE BY FUNCTION

GENERAL PUBLIC SERVICES

DEFENCE

SECURITY AND PUBLIC ORDER

ECONOMIC AFFAIRS

ENVIRONMENTAL PROTECTION %
HOUSING AND COMMUNITY AMENITIES (NO DATA)
HEALTH

RECREATION, CULTURE AND RELIGION

EDUCATION

SOCIAL PROTECTION

In Guinea Bissau, the blurred allocation of responsibilities between the central and local level restrains the actions of the latter for the provi-
sion of basic public services.

REVENUE BY TYPE %% GOP e
TOTAL REVENUE (2013) - - -
TAX REVENUE - - -
GRANTS AND SUBSIDIES - - -
OTHER REVENUES - - -

Municipalities in Guinea Bissau mainly perceives grants from the central government, as well as various taxes, with the approval of the
central level, and a few other revenues.

TAX REVENUE. Municipal tax revenues include a property tax, a tax on motor vehicles, a tax for firefighting services, a tax on capital gains,
and a property transfer tax. Moreover, municipalities can levy a surtax on the personal income tax (10% maximum), in order to finance
investments or balance the municipalities’ finances. The introduction of this surtax must be approved by the central government.

GRANTS AND SUBSIDIES. Transfers to municipalities include shared taxes and grants from the central government. Shared taxes consist in 50% of

the receipts from the tourism tax. As far as grants are concerned, by far the largest source of grants to municipalities is the Fund for Financial
Balance (Fundo do Equilibrio Financeiro, FEF). The FEF amounts to 10% (at minimum) of nationa tax receipts from the previous year, and
provides both current and capital grants (capital grants must represent at least 40% of all transfers). Funds from the FEF are distributed
according to the following formula: 50% on a equal share to all municipalities; 15% based on municipal population; and the remaining 25%
based on the size of municipal area. Moreover, municipalities may receive additional transfers from the central government, for instance in
case of natural disaster, urban renovation, for new municipalities, etc.

OTHER REVENUES. Other revenues for municipalities include service charges and fees, fines, interests, property revenues, etc.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) . ;

Municipalities are able to borrow through loans, securities, etc, at all maturities. Short-term borrowing can be used to cover liquidity
problems, but it must remain lower than 10% of FEF receipts. Medium- and long-term borrowing should not exceed 3/12 of FEF receipts
or 20% of investment spending over the previous year (whichever is larger).

A joint- study of: Sources: http://www.stat-guinebissau.com/pais/organizacao_administrativa.htm < Lei n° 5/97, de 2 de
Dezembro ¢ Lein°7/96, de 9 de Dezembro * M. do Rosario Caleiro da Costa (2005), “Redes intermunicipais: Uma
.’ UCLG 0» OECD nova dimensdo econémica no quadro da CPLP?” e J. L. Eichelsheim (2014), compilation bibliographique, IDEE
United Cities Casamance ¢ M. Lemos Gabriel (2014), “Poder local e autarquias locais: institucionalizagdo e modelos para sua
and Local Governments . ~ . . .
implementagdo”, Justica do Direito v. 28

Publication date: October 2016



AFRICA

Income group - LOWER MIDDLE INCOME Local currency - Franc CFA (XOF)

POPULATION AND GEOGRAPHY ECONOMIC DATA
AREA: 322 463 km? GDP: 72.2 billion (current PPPinternational dollars) r.
o i.e. 3258 dollars per inhabitant (2014)

POPULATION: 22 million inhabitants (2014),

. REAL GDP GROWTH: 8.5% (2014 vs 2013
anincrease of 2.4% per year (2010-14) b )

UNEMPLOYMENT RATE: 9.4% (2014)

DENSITY: 69 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 462 (BoP, current USD
millions, 2014)

URBAN POPULATION: 54.2% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 17% of GDP (2014)

CAPITAL CITY: Abidjan (21.4% of national population) HUMAN DEVELOPMENT INDEX: 0.462 (low), rank 172
Sources: World Bank indicators, UNDP, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
MUNICIPALITIES 31 REGIONS

AVERAGE MUNICIPAL SIZE: + AUTONOMOUS DISTRICTS

112 473 INHABITANTS WITH SPECIAL STATUS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Ivory Coast is a unitary State with a specific two tiers government organization as the
two cities of Abidjan and Yamoussoukro, due to their importance, are autonomous districts. The country is therefore divided in 31
Regions and 2 autonomous districts, which are themselves divided in 197 municipalities (communes). In Abidjan and Yammoussoukro
the municipalities relies on districts (arrondissements), as for the rest of the regions small urban centers named “villages” constitute
the basic level of administration and are closely linked to devolved local powers.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Decentralization reform was implemented in 2011 and should be completed in
2011. Aside from a renewed organization and the creation of regions, this reform aims to create support institutions dedicated to
local authorities. A local finance comittee is to be created, and division of competences between the two tiers of government has
been clarified by the new legislation. Competences are divided between decentralized and deconcentrated authorities according to a
subsidiarity principle. Municipalities are the designated level to provide inhabitants with basic services and administrative acts of a
local interest, as the regions are in charge of college education, regional hospitals, emergency and police services, ect. However, as
the national government hasn’t take the necessary decrees yet, this division of charges and competences is not effective for the whole
muncipal level.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %

(same expenditure category) GOVERNMENT
TOTAL EXPENDITURE (2013) - - -
CURRENT EXPENDITURE - - -
STAFF EXPENDITURE - - -
INVESTMENT = - -

Municipal budgets are submitted to the approval of the central government by the Ministry of Interior before being executed.



EXPENDITURE BY FUNCTION

GENERAL PUBLIC SERVICES
DEFENCE

SECURITY AND PUBLIC ORDER

ECONOMIC AFFAIRS

ENVIRONMENTAL PROTECTION %
HOUSING AND COMMUNITY AMENITIES (N0 DATM)
HEALTH

RECREATION, CULTURE AND RELIGION

EDUCATION

SOCIAL PROTECTION

There is a lack of available reliable data on the classification of subnational expenditures by functions. Yet, on average over the past years,
current expenditures made alsmot two thirds of subnational expenditures. Within these current expenditures, more than half is spent on
average on general public services. Many municipalities do not play any role in terms of expenditures regarding economic affairs, and they
have a very low contribution to promote social and economic development.

REVENUE BY TYPE % GDP SEENCTTED| R
TOTAL REVENUE (2012) 3.6% 3.2% 100%
TAX REVENUE 0.4% - 11.3%
GRANTS AND SUBSIDIES - - -
OTHER REVENUES - - -

According to the legislation, municipalities can levy taxes and perceive user fees and charges, however, despite these fiscal ressources,
and due to the challenges linked with tax and fees collection, municipalities rely heavily on national financial transfers that constitute
by far the most of their local revenues.

TAX REVENUE. Municipalities can levy 4 global taxes (impdts) on : land, business licenses, stamp duties, and a synthetic tax perceive by all
municipalities. A share of these taxes is perceived directly by the Central Government, and the rest goes to the local budget.

Appart these taxes, local authorities can levy taxes on their own for services that they render (taxes rémunératoires). There are around
22 such taxes, that are the standard fees of small traders and artisans, taxes on fuels distributive pumps, on carts, on shows and galas,
portand airport taxes, taxes on advertising.

GRANTS AND SUBSIDIES. Central government transfers funds to municipalities through a general grants to current budget (Dotation globale
de fonctionnement) half of which is set at a flat rate, and the other half is defined by demographic and economic criteria. Investment
grants are als allocated, the FIAU (Fonds d’Investissement et d’Aménagement Urbain) and the FRAR (Fonds Régional d’Aménagement
Rural).

OTHER REVENUES. Municipalities also perceive fees and charges (redevances) for public services provision, including parking fees, fees
on public transporation, etc. The collection of these fees is challenged by a lack of human, technical and financial resources within
municipal administrations.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

Muncipalities are legally allowed to borrow under strict conditions, however, as the necessary decrees were never published by the general
government, these conditions are unknown and this legislation cannot be enforced. The country has reached a high level of national debt,
limiting very strictly the opportunities for local authorities.

Ajoint- study of: Source: National Statistical Institute of Ivory Coast  F. Yatta (2013)  Direction Générale de la Décentralisation et
du Développement Local (DGDDL), Guide pratique de l'élu * Decree n°2011-262 du 28/09/2011 on the orientation
f UCLG 0» OECD of the general organisation of administrative division of the State de l'organisation générale de 'Administration

United Cities Territoriale de I'Etat; Law n°2012-1128 du 13/12/2012 on territorial organization
and Local Governments

Publication date: October 2016



POPULATION AND GEQGRAPHY

AFRICA

UNHABY;'-CGU:N;.':

Income group - LOWER MIDDLE INCOME Local currency - Kenyan shilling (KES)

ECONOMIC DATA

AREA: 580 367 km?

POPULATION: 44.9 million inhabitants (2014),
anincrease of 2.7% per year (2010-14)

DENSITY: 77 inhabitants/km?

URBAN POPULATION: 25.6% of national population

CAPITAL CITY: Nairobi (8.4% of national population)

Sources: World Bank database; UNDP-HDR, ILO

GDP: 132.5 billion (current PPP international dollars)
i.e. 2 954 dollars per inhabitant (2014)

REAL GDP GROWTH: 5.3% (2014 vs 2013)

UNEMPLOYMENT RATE: 9.2% (2014)

FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 944 (BoP, current USD
millions, 2014)

GROSS FIXED CAPITAL FORMATION (GFCF): 21.4% of GDP (2014)

HUMAN DEVELOPMENT INDEX: 0.548 (low), rank 147

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL

REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs

COUNTRIES

MAIN FEATURES OF TERRITORIAL ORGANISATION. Kenya is a unitary country, with a one-tier structure of decentralization comprising
47 counties. Each county has its own directly elected executive called governor, and its assembly whose members are elected from wards of the
county. In addition to the counties, urban and non-urban sub-counties deconcentrated entities are placed under the authority of the county
government, they are currently distributed into 1 city (Kisumu), 2 municipalities and 103 towns. This form of decentralized organization
is relatively new, as it was promulgated with the new constitution of 2010. Constitution provided for a major reform of local government
organization, with the former 8 provinces and 280 districts being merged into the 47 actual counties. The 2010 Constitution provides for the
decentralized organization of the country into its 6th and 184th articles, and thus both guarantees the autonomy of the 47 counties and
their sub-units. A corpus of legislative texts then backed the principle of decentralization, the most important of them being the County
Governments Act of 2012, the Urban Areas and Cities Act of 2011, and the County Allocation of Revenue Act of 2013.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. The Constitution clearly states for the division of functions between nationaland county
governments and introduces a principle of generaljurisdiction, as any of the responsibilities not specifically assigned to the local governments
by the constitution shall remain the competences of the national government. The local governments gained a number of new responsibilities
with the decentralization reform, and the constitution also provided for a transitional period to allow country governments to progressively
adapt to these additional functions. Counties are responsible for implementation of national environmental policies; statistics and planning
at their level; commerce (markets, trade development and regulation, business licenses); water provision and distribution; public transport;
education (pre-school and technical); health (primary health prevention, county medical services); agricultural and veterinary services; local

tourism; housing provision and cultural and sport development.

SUBNATIONAL GOVERNMENT FINANCE

EXPENDITURE

% SUBNATIONAL
GOVERNMENT

‘ % GENERAL GOVERNMENT ‘

(same expenditure category)

TOTAL EXPENDITURE (2013) 3.4% 13.8% 100%
CURRENT EXPENDITURE 2.3% - 68.4%
STAFF EXPENDITURE 1.4% 19.0% 39.8%
INVESTMENT 0.9% 25.0% 26.3%

Subnational expenditures concern essentially the county levels. They represent on average 13.8% of total public expenditures. A large part of
these expenditures go to current expenditures (68.4%), while 26.3% of local expenditures are dedicated to publicinvestments. These amounts
are expected to increase strongly in the coming years, as the new county entities will gain in resources and autonomy.
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Kenyan counties main sector of expenditures is by far general public services (83.8% of local expenditures, accounting to 2.8% of GDP). They are
responsible for 27.4% of total public expenditure in this domain, in particular in agriculture and transportation where they play an important role.
Health and education are the second sectors of involvment of subnational governments.

REVENUE BY TYPE ST e
TOTAL REVENUE (2013) 5.1% 24.3% 100%
TAX REVENUE 0.6% 2.8% 10.9%
GRANTS AND SUBSIDIES 4.4% - 87.3%
OTHER REVENUES 0.1% - 1.8%

Counties have both exclusive and shared taxation. They can locally raise and exclusively collect property taxes and entertainment taxes. However,
taxation still represents a limited resource for counties, and the majority of itis centrally collected, meaning that county governments still heavily rely
onintergovernmental transfers.

TAX REVENUE. The equitable share, considered as a state transfer by the Kenyan accountability framework represents a large part of local goverments
revenue. Constitution provides that an equitable share of no less than 15% of nationally raised revenue should be annually transferred to the
counties. Horizontal distribution of equitable share is made upon a senate law every 5 years on the advice of the Commission of Revenue Allocation.
An additional shared revenue can be received by marginalised areas from the Equalisation fund, consisting of 0,5% of national revenue, and with the
purpose of funding basic services.

GRANTS AND SUBSIDIES. Intergovernment transfers include unconditional and conditional grants from the national government, the most importants
being the Local Authorities Transfer Fund (LATF) and the Constituency Development Fund (CDF). The LATF is a formula-based block grant created by
the 1998 legislation, and thus might be reformed over the coming years. It comprises a revenue transfer to support local governments service delivery
capacities, improve financial managementand reduce the local outstanding debt rates. The CDF was also established under the former decentralization
framework in 2013. It aims to support basic public services provision.

OTHER REVENUES. Other revenues includes fees and charges, they are locally raised by the county governments.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

County governments are allowed to borrow by the Constitution, but only with a guarantee of the central government. This guarantee depends
on the approval of the cabinet secretary for finance, according to conditions applied to the loans (transparent, equitable and prudent).
This framework has been set after the subnational debt rates had raise unsustainable level in 2007/08, especially for the four largest local
governments of Nairobi, Mombasa, Kisumu and Nakuru.

A joint- study of: Sources: D.Ndii (2010), Decentralization in Kenya, background note 2010 Constitution of Kenya * M.Alam
(2014), Intergovernmental fiscal transfers in developing countries. Case studies from the Commonwealth,
.’ UCLG 0» OECD Commonwealth secretariat locl government reforme series 5 eKenya National Bureau of Statistics,
United Cities Statistical Abstract 2015 ¢ Commonwealth Local Governments Forum (2016), Kenya Country profile *Kenya

and tocal Governments National Treasury- IFMIS

Publication date: October 2016
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Income group - LOW INCOME Local currency - MALAWIAN KWACHA (MWK)

POPULATION AND GEQGRAPHY ECONOMIC DATA

AREA: 118 484 km? GDP: 13.7 billion (current PPP international dollars)
i.e. 821 dollars per inhabitant (2014)

POPULATION: 16 695 million inhabitants (2014),

. REAL GDP GROWTH: 5.7 % (2014 vs 2013
anincrease of 3.1% per year (2010-14) o )

UNEMPLOYMENT RATE: 6.6% (2014)

DENSITY: 141 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 716 (BoP, current USD
millions, 2014)

URBAN POPULATION: 16.37% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 15.4% of GDP (2014)

CAPTTAL CITY: Lilongwe (5.2% of national population) HUMAN DEVELOPMENT INDEX: 0.445 (low), rank 173
Sources: World Bank, UNDP-HDR, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
COUNCILS
AVERAGE MUNICIPAL SIZE:

477000 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Malawi is a unitary country with a single-tier structure of decentralized governance. The
decentralization process is enshrined by the Constitution of 1995, and the local government system comprises 28 district councils,
4 city councils, 2 municipal councils and one town-council. All these councils have elected local bodies, among whom their executive,
called mayor, is appointed. According to the type of council, the composition of the elected body may differ and include traditional
authority leaders. The constitution doesn’t provide for a subsidiarity principle, and there is no hierarchy between the different types of
local governments. The decentralization framework in Malawi has been provided for by the 1995 constitution in the first place, with a
specific chapter (XIV) dedicated to local government. Three years laterin 1998, the Local Government Act reinforced the constitutional
provisions and set legal status, functions and competences of local governments. This Act were further amended in 2010 with the
Amendment to the Local Government Act.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Urban and rural councils have the same competences, however, local authorities
have the possibility to adapt these functions to the reality of their territory, and to jointly discharge a competence that couldn’t be
implemented due to a local government specificity. Local governments have been assigned with education, science and technology
(primary school, kindergartens, ect.); health and population ; transport and public works (maintenance of roads, driver’s license,
etc.); land and planning; agriculture and irrigation ; water development (provision and distribution); gender, youth and community
services (cultural affairs, community development, ect.); natural resources and environmental affairs; commerce and industry.

SUBNATIONAL GOVERNMENT FINANCE

% GENERAL GOVERNMENT % SUBNATIONAL
EXPENDITURE % GDP ‘ (same expenditure category) ‘ GOVERNMENT

TOTAL EXPENDITURE (2013) 1.1% 4.8% 100%
CURRENT EXPENDITURE 1.0% - 90.0%
STAFF EXPENDITURE 0.1% 2.6% 11.5%
INVESTMENT 0.1% 2.2% 10.5%

While the Local Governments Act mandates that 5% of general government discretionary spending should be directed through councils,
in 2012, local governments were responsible for 4.8% of total government expenditures. However it should be noted that recent
financial reports has shown an increasing trend of local expenditures level.
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Evidence from studies and surveys have shown that local councils are facing difficulties to spend due to a lack of material, human and
financial means. In some extent, it explains the heavy part taken by operating expenditures in LGs budget, as they are expected to pay for the
running costs of district offices, and the weakness of local investment in other sectors. Yet in general local governments have higher levels of
expenditures in health and education, which are mainly funded through sector budget support grants from international donors.

REVENUE BY TYPE % GDP SEENCTTED| R
TOTAL REVENUE (2012) 1.4% 7.7% 100%
TAX REVENUE 0.1% 0.8% 7.7%
GRANTS AND SUBSIDIES 1.2% - 83.2%
OTHER REVENUES 0.1% - 9.1%

Due to the weakness of local fiscal bases, local councils are highly relying on intergovernmental tranfers to fund their competences.
However, this situation should evolve with the development of the country’s economy. In total, local governments revenue barely
represent 1,38% of GDP, and are made of grants and subsidies from national and international funds up to 83%.

TAXREVENUE. Malawi accountability framework has a comprehensive definition of tax revenues covering for ,locally generated revenue”. Thus
tax revenue includes property and ground taxes, fees and licenses, and commercial undertakings and services charges. Yet the reliance of
local governments on tax revenues is very limited given the low performance in local tax collection.

GRANTS AND SUBSIDIES. The two existing types of grant transfers from central government account for the largest part of LGs revenue (83%). The
main grant consists in an unconditional grant based on a share of 5% of national net revenue. A second conditional grant can be allocated
for specific projects in health and education. Under the Local Government Act of 1998, as amended in 2010, the distribution of grants to the
local government assemblies is carried out by the Minister for Local Government on the recommendation of the National Local Government
Finance Committee, based on a formula approved by the National Assembly. In total, 90,8% of grants were current grants, and 6,9% were
capital grants.

OTHER REVENUES. The central government collect a number of fees and charges on behalf of the local governments : toll fees, gambling and casino
fees, fueland road levies. These resources are then distributed on the base of a formula approved by the government.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

In accordance with the Local government act, the local councils are allowed to borrow. There is however a scarcity of data on the reality
of local debt, with no comprehensive consolidated reporting on the debt stock.

Ajoint- study of: Sources: Ministry of Finance and IMF-GFS ¢ Malawi Country Profile, Local Government Service Commission - LGSC
¢ A. Chiweza (2010), A review of the Malawi decentralization process: lessons from selected districts ¢ 0'Neil,
.’ UCLG 0» OECD Cammack, Kanyongolo, Mkandawire, Mwalyambwire, Welham, Wild (2014), Fragmented governance and local
United Cities service delivery in Malawi, Overseas Development Institute (ODI) * N.Jagero, H.H.Kwandayi, A.Longwe (2014),

and Local Governments Challenges of decentralization in Malawi, International journal of management sciences, vol.2, No.7

Publication date: October 2016



AFRICA

Income group - LOW INCOME Local currency - Franc CFA (XOF)

POPULATION AND GEQGRAPHY ECONOMIC DATA

AREA: 1 241 231 km? GDP: 27.3 billion (current PPPinternational dollars) r.
i.e. 1597 dollars perinhabitant (2014)

POPULATION: 17.1 million inhabitants (2014),

. REAL GDP GROWTH: 7.2% (2014 vs 2013
anincrease of 3% per year (2010-2014) b )

UNEMPLOYMENT RATE: 8.2% (2014)

DENSITY: 14 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 199 (BoP, current USD
millions, 2014)

URBAN POPULATION: 39,9% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 34.1% of GDP (2014)
CAPITAL CITY: Bamako (14.0% of national population) HUMAN DEVELOPMENT INDEX: 0.419 (low), rank 179

Sources: World Bank, UNDP-HDR, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OFSNGs
MUNICIPALITIES DISTRICTS 8 REGION (REGIONS)
(COMMUNES) (CERCLES) = THE DISTRICT OF BAMAKO
AVERAGE MUNICIPAL SIZE

24 324 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Mali is a unitary country with a decentralized structure of governance. This three-tier structure
of decentralization exists since its consecration by the Constitution in 1992, and has been reformed in 2012. The first level of decentralization
comprises 703 municipalities, among which 666 rural municipalities composed of villages, and 37 urban municipalities gathering different wards.
Above the municipalities are 49 Cercles, or Districts, serving as intermediary between municipalities and Regions. As of today, the country has
8 Regions, and the special-status city of Bamako, whose powers are the same of both the districts and the regions’, and which consists in 6
municipalities. As the reform is not fully effective yet, the number or regions is not stable and 11 more units should be created at the end of 2018.
Each municipality is headed by directly elected councils among which the chief of the executive, called mayor, is nominated by its peers. Regions
and Districts have councils with members elected by electoral college made of municipal councilors for the Districts, and of District members
for the Region. Local governments are also represented at the central level through the Haut Conseil des Collectivités Territoriales (HCCT), a
consultative committee advising the government on all matters related to local and regional development.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. According to the Local Governments Code (Law n°2015-047, 2015), recently
amended in 2016 to create transition bodies at the local level, subnational entities have both general and exclusive responsibilities. General
responsibilities are the same for the overall LGs. They follow a classic scheme in West Africa with the general ability to create and manage local
public services as well as development program, land management, agricultural activities management, environmental protection. Specific
powers differ according to the type of LG considered. Municipalities are in charge of markets, sportartand culture; pre-schooland professional
education; primary health care, sanitation and waste management; public transport and communications at their level and water distribution
and provision. Districts are responsible for secondary education; health; communication; water provision and distribution. Regions have to
coordinate the development actions held by the different local actors and the central government on their territories. They are considered as a
key entity for the promotion of economic, social and cultural development since the last reform. They also are in charge of technical education;
health; communications and energy. The draft of the Alger Agreement for the Peace and Reconciliation in Mali of February 2015 enlarged their
duties to a large scale of matters such as planning, agriculture, commerce, transportation, tourism and basic social services.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %o

(same expenditure category) GOVERNMENT

TOTAL EXPENDITURE (2013) 2.0% 11.7% 100%
CURRENT EXPENDITURE 1.7% - 85.5%
STAFF EXPENDITURE 1.2% 21.4% 60.3%
INVESTMENT 0.2% 4.1% 8.9%

LGs spendings remain low in 2012, wich could seem logical as the decentralisation reform wasn'timplemented at that time. However, latter studies
conducted in the countries by the IMFin 2015 has shown that local governments are facing difficulties to implement their new responsibilities.
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Most LGs expenditures are dedicated to current spendings, and capital local budgets are very weak. Several elements are raised to explain that trend,
and first of all judicial limitations. The implementation of the corpus of legislative texts constituting the decentralization framework has to be backed
by specific decrees and regulation to detail the mechanisms of transfer and the resources associated with each competences. As these decrees are
often incomplete, they slow down the decentralisation process. Other limitations are financial and technical, LGs lacking the human and technical
resources they need to fully implement their new duties.

REVENUE BY TYPE CEEE
TOTAL REVENUE (2013) 1.8% 12.2% 100%
TAX REVENUE 0.2% 1.9% 12.7%
GRANTS AND SUBSIDIES 1.5% - 83.9%
OTHER REVENUES 0.1% - 3.4%

Local governments in Mali have relative autonomy to hold a budget and locally raise taxes and charges; the draft of the Alger agreement for peace and
reconciliation in Mali states that Mali shall transfer 30% of State resources to local governments before 2018. Despite an increasing trend over the last
years, the overall level of Malian LGs revenue is far below the volume observed in other WAEMU countries. The weakness of own-raised revenue is also
undermining their financial autonomy, as most part of their resources come from intergovernmental transfers.

TAX REVENUE. Malian LGs tax revenue include personalincome taxes (local development tax, ect.); business taxes; amusement taxes; vehicle
taxes and additional mining tax, ect. Despite the variety of existing taxation, this resource is insufficient, as the tax bases are weak, and
too diverse as they induce difficulties for their collection. Again the lack of human and material means increases the complexity of local
taxation and prevents any reliable resources forecast.

GRANTS AND SUBSIDIES. The weakness of locally raised revenue induce a high depedency on intergovernmental transfers. The main grants
are coming from the central State, through the Dotation générale de décentralisation, used to compensate for the costs induced by de
devolution of new powers to local governments. A number of other subsidies are transferred to the local units to fund specific projects.

OTHER REVENUES. LGs also raise fees from royalties, land and real estate, and charges for public services e.g. waste collection fees, registry
fees, to a limited extent (only 3.4% of subnational resources).

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

The local governmentsin Maliare allowed to borrow to finance inevstments, however they cannot contract loans directly to externalinstitutions.
They can perceive investment grants through the National Agency for Local Governments Investment (ANICT) as enshrined in article 252 of the
local governments code.

Ajoint- study of: Source of Statistics: Malian Constitution of 27 february 1992 and local governments code ¢ Draft law of financ-
es 2016-2018, Document of budgetary and multi-annual economy programming, Ministry of economy and fi-

.’ UCLG 0>> OECD nance (2016) ¢ Ministry of economy and finance, National Directorate of Treasury and Public Accounting (data
et from 2012) * G.Rota Graziosi, E.Caldeira, G.Chambas, Mali. Local taxation and decentralization, Public finances

e e ermments department, IMF, 2015 « B.Taiclet, M-L Berbach, M.Sow, Mali. Succeeding fiscal decentralization, Public finances

department, IMF, 2015

Publication date: October 2016 With the participation of the AFD country office in Mali and Philippe Assézat, International technical expert
seconded to the General Director of Taxation in Mali.



AFRICA

Income group - UPPER MIDDLE INCOME Local currency - Mauritian rupee (MUR)

&1 POPULATION AND GEOGRAPHY ECONOMIC DATA ]

AREA: 1 865 km? GDP: 23.4 billion (current PPP international dollars) i
i.e. 18 584.4 dollars per inhabitant (2014) :

POPULATION: 1.261 million inhabitants (2014),

; REAL GDP GROWTH: 3.6% (2014 vs 2013
an increase of 0.2% per year (2010-14) b (2014 vs 2013)

UNEMPLOYMENT RATE: 7.7 % (2014)

DENSITY: 676.1 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 418 (BoP, current USD
millions, 2014)

URBAN POPULATION: 39.7% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 23% of GDP (2014)
CAPITAL CITY: Port Louis (10.7% of national population) HUMAN DEVELOPMENT INDEX: 0.777 (high), rank 63

Sources: World Bank Development Indicators, UNDP-HDI, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
RURAL AUTHORITIES 5 URBAN COUNCILS THE ISLAND OF RODRIGUES

(VILLAGES COUNCILS) (MUNICIPALITIES],

AVERAGE MUNICIPAL SIZE: 7 DISTRICT COUNCILS

10 000 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Mauritius is a unitary country with two levels of local governments. Decentralization
is not enshrined in the Constitution, with the exception of the guaranteed special status of the Island of Rodrigues, which has its
own Regional Assembly. On the Island of Mauritius, local governments are divided into urban and rural authorities. The second tier
of decentralization comprises five urban councils, and seven districts councils, whose mayors are elected every two years by each
city and municipal council.The latter are overseeing 130 villages councils, which represent the first level of government. They have
a part-time chair as leader, elected every two years in a secret ballot by the village councillors. Decentralization framework has been
set by the Local Government Act of 2011, and by the Rodrigues Regional Assembly Act of 2001. The Ministry of Local Government
and Outer Islands (MLGOI) is responsible for overseeing local authorities.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Municipalities and Districts councils have been devolved the same responsibilities
and powers. The Local Government Act clearly provides for local governments competences in: education (pre-school and technical
education), social welfare (nursery,etc.), health protection, housing, roads, environment and public sanitation, culture, leisure,
sports, and economic promotion. Village councils functions overlap with those of municipalities and districts in many categories, and
only differasvillages are not responsible for roads. The Local Government Act of 2011 requires for financial estimates of local authorities
to be approved by the Minister of Local Government, as well as subjected to the Ministry of Finance and Economic Development.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %o

(same expenditure category) GOVERNMENT
TOTAL EXPENDITURE (2013) 1.7% 6.3% 100%
CURRENT EXPENDITURE 1.3% - 78.9%
STAFF EXPENDITURE 0.8% 8.6% 46.9%
INVESTMENT 0.4% 8.4% 21.0%

Local governments expenditures represent a low share of GDP, and 6.3% of general government expenditures. This reflects the weak-
ness of local governments budget, which are still depending on centra government support to fund their investment programmes.
A large part of LGs spendings is dedicated to current expenditures, as local government councillors and are paid by their respective local
authorities from council funds. On the other hand, 21% of public investments are done by local governments. Data on capital expendi-
tures concern local governments units only, without the Rodrigues Regional Assembly.
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Data on expenditure by economic functions concern local governments units only, without the data of the Rodrigues Regional Assembly.
The main sector of expenditure of local governments is by far general public services (32%), followed by economic affairs, environmental
protection, and housing and community amenities.

REVENUE BY TYPE ST e
TOTAL REVENUE (2013) 1.4% 6.1% 100%
TAX REVENUE 0.1% 0.4% 5.0%
GRANTS AND SUBSIDIES 1.2% 83.3%
OTHER REVENUES 0.2% 11.7%

Municipal and district councils are empowered to raise revenues via various fees, yet they have a limited financial autonomy, as they
are mostly relying on intergovernmental transfers. Total subnational revenues represented 6.1% of overall public revenues in 2013,
corresponding to 1.4% of GDP. The Rodrigues Regional Assembly, with its specific regional status, is responsible on his own for a large
share of these revenues.

TAX REVENUE. In 2013, most of the local governments tax revenues were coming from taxes on property. However tax revenue is constrainted
by narrow tax bases, and represents a low share of both general government revenue and GDP.

GRANTS AND SUBSIDIES. Grants and subsidies are the bulk of municipal and district councils revenues, through the annual ,grantin aid” system,
which allocates a monthly amount to each of the local authority for current expenditures. The large majority of these grants are current grants.
The annual grantis voted as part of the budget of the Ministry of Local Governments. With almost two-third of their resources for coming from
subsidies, local governments are highly dependent on central government support.

OTHER REVENUES. The second sources of revenue of councils comprises fees and charges, such as property income, building and land use permits,
trade, markets, cemeteries, scavenging, traffic fees, advertisements, sales of goods and services, and fines.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

Local governments and the Island of Rodrigues may borrow, with the approval and the guarantee of the central government, based on
their financial capability.

Ajoint- study of: Sources: IMF-GFS ¢ Local Government Service Commission - LGSC ¢ Commonwealth Local
Government Forum - CLGF country profileePublic Debt Management Act of 2008 < Ministry of

.’ UCLG 0» OECD Finance and Economic Development (2013), Digest of public finance statistics 2013.

United Cities
and Local Governments

Publication date: October 2016



AFRICA

BASIG SUCID-EBUNUMIC INDICATDRS Income group - LOWER MIDDLE INCOME Local currency - Moroccan dirham (MAD)

POPULATION AND GEQGRAPHY ECONOMIC DATA

i AREA: - km? GDP: 258 296 billion (current PPP international dollars)
GIREiY, i.e. 7 712 dollars perinhabitant (2014)

POPULATION: 33 493 million inhabitants (2014),
anincrease of 1.4% per year (2010-14)

REAL GDP GROWTH: 2.4% (2014 vs 2013)

UNEMPLOYMENT RATE: 9.9% (2014)

DENSITY: 75 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 3 582 (BoP, current
USD millions, 2014)

URBAN POPULATION: 59.7% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 32.2% of GDP (2014)

CAPITAL CITY: Rabat (5.77% of national population) HUMAN DEVELOPMENT INDEX: 0.628 (medium), rank 126
Sources: OECD, World Bank, UNDP, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
MUNICIPALITIES PROVINCES REGIONS
(COMMUNES) (PROVINCES) (REGIONS)

MAIN FEATURES OF TERRITORIAL ORGANISATION. Morocco is a constitutional monarchy, democratic and parliamentary. According
to the new Constitution (2011), “the territorial organisation of Morocco is decentralised, and based upon an advanced degree of
regionalisation”. Subnational governments include regions, prefectures (urban areas) and provinces (rural areas) and communes.
The new Constitution introduced elections for regional councils, which were formerly appointed by central authorities. Regional and
local elections held in September 2015 were an important step in the implementation of the deconcentration and decentralisation
process enshrined in the constitution of 2011.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. The 2011 Constitution introduces three types of local competencies: own
competencies, competencies shared with the central government, and competencies transferred by the central government :
 Regional competencies include designing regional economic and social plans, environmental protection, vocational training, etc.

* Provincial competencies include maintaining local roads, managing public transport, etc.

* Local competencies include socio-economic development, urbanism and territorial planning, etc.

Transferred competencies include building and maintenance of hospitals and schools, and investing in infrastructure and equipment.
Competencies are transferred to regions, provinces or communes according to their level of importance (regional, provincial, local).
An “advanced regionalisation process” has been launched providing for the reinforcement of regional competences in the area of
economic and social development and corresponding resources (transferred and own).

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %o

(same expenditure category) GOVERNMENT
TOTAL EXPENDITURE (2013) 3.7% 11.8% 100%
CURRENT EXPENDITURE 2.4% - 64.5%
STAFF EXPENDITURE 1.3% 11.1% 35.5%
INVESTMENT 1.3% 24.2% 35.5%

Morocco still has a low level of decentralisation, with SNGs playing a minor role in terms of provision of public services and investment.
Morocco is at the level of the most centralised countries of the OECD i.e. Chile, Greece, Ireland, New Zealand or Turkey (in terms of
spending indicators). This situation could evolve with the ongoing decentralisation process which will transfer new spending responsi-
bilities to SNGs. Although SNG roles in total public investment is weak, investment remains an important local function, representing
35% of local expenditure. Staff expenditure also accounts for a relatively large share of SNG spending.
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Over 2009-13, 77% of expenditure on average was carried out by municipalities, in particular urban municipalities (55%) while the regional
and provincial levels undertook respectively 5% and 18% of subnational expenditure. Over the same period, 65% of investment on average
was carried out by the municipal level (43% by urban municipalities), 9% by the regional level and 26% by the provincial level. Priority areas
forinvestment are roads, utilities (water and electricity networks) and administrative buildings.

REVENUE BY TYPE % GDP SO S
TOTAL REVENUE (2012) 3.6% 15.1% 100%
TAX REVENUE 1.1% 5.7% 30.9%
GRANTS AND SUBSIDIES 2.2% - 59.4%
OTHER REVENUES 0.4% - 9.7%

Subnational revenue comprises revenues transferred by the central government (54% on average over 2009-13), tax revenue managed
by central government (21%) and own revenues (18%, mainly own taxes and user fees). Municipalities represent the bulk of subnational
revenues (79 % on average over 2009-13), while prefectures and provinces represent 16 % and the regions, 5 %. However, in the
context of the regionalisation process and devolution of new responsibilities to the new regions, they should receive additional funding
in the near future.

TAX REVENUE. Tax revenue comprises both own-source taxes and taxes managed by the central government and redistributed to subnational
governments (in more or less equal measure). Three-quarters of own-source tax receipts derive from six local taxes such as tax on port
activity, tourist tax, property tax (on urban land), construction tax, tax on allotments and tax on mining exploitation and port activity.
More than 90% of receipts go to the municipal level. Some taxes go to the regions and the provincial level. Taxes managed by the central
government are the residence tax (taxe d’habitation), municipal service tax (taxe des services communaux) and the local business tax
(taxe professionnelle). They benefit almost exclusively urban municipalities.

GRANTS AND SUBSIDIES. The major source of transfers from the central government to local authorities comes from the redistribution of national
taxes (30% of VAT, 1% of PIT and 1% of CIT). Over 2009-13, 69% of receipts on average went to municipalities (VAT, CIT and PIT, i.e. around 50%
of municipal revenue), 27% to the provincial level (VAT i.e. 90% of their total revenue) and 5% to the regions (PIT and CIT i.e. around 50% of
their total revenue). The organic law 111-14 provides for the progressive allocation of 5% of PIT and CIT receipts to the regions. Criteria for the
distribution of these funds to individual local governments include the amount of local staff salaries, population, land area, etc.

OTHER REVENUES. Other revenues include property revenues, sale of assets, services fees, etc.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT

OUTSTANDING DEBT (2013) 1.3% 2.6%

In order to finance investments, local governments are able to contract loans from the Municipal Equipment Fund (Fonds d’équipement
communal, FEC), a major institution for financing local governments in Morocco. Projects funded through this organisation include
responsibilities such as urban infrastructure, roads, water and sanitation equipment, etc. Initial resources of the FEC were transfers
from the central government, but its funding resources have widened over time and now include grants from the World Bank, the
European Investment Bank, etc.

Ajoint- study of: Sources: OECD calculations from IMF data GFS Statistics ¢ Comité des régions, projet ARLEM (2014) < Cour

des Comptes du Maroc (Mai 2015) Rapport sur la Fiscalité Locale * Trésorerie générale du Royaume du Maroc

', UCLG 0>> OECD (2013), Bulletin Mensuel de Statistiques des Finances Locales, Decembre 2013“ ¢ Comptes Nationaux Provisoires

United Cities 2013"; Fonds d’équipement communal, http://www.fec.org.ma/Textes/Loi47-06.pdf * N. Boutayeb (2012):

and Local Governments “Clarification des relations financiéres entre I'Etat et les Collectivités territoriales” ¢ Royaume du Maroc,

Commission Consultative de la Régionalisation (2010): “La régionalisation avancée au service du développement

Publication date: October 2016 économique et social” ¢ C. Diop (2009): “Autonomie Financiere des Collectivites Locales d'Afrique” * http://
www.pncl.gov.ma/fr/Pages/default.aspx (2015).
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Income group - LOW-INCOME Local currency - Franc CFA (XOF)

&1 POPULATION AND GEOGRAPHY ECONOMIC DATA ]

AREA: 1 267 000 km? GDP: 17.9 billion (current PPPinternational dollars) r.
i.e. 938.4 dollars per inhabitant (2014) :

POPULATION: 19.1 million inhabitants (2014),

. REAL GDP GROWTH: 7.0% (2014 vs 2013
anincrease of 4.1% per year (2010-14) b )

UNEMPLOYMENT RATE: 2.7 % (2014)

DENSITY: 15 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 769 (BoP, current USD
millions, 2014)

URBAN POPULATION: 17.6% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 40.2% of GDP (2014)
CAPITAL CITY: Niamey (5.5% of national population) HUMAN DEVELOPMENT INDEX: 0.348(low), rank 188

Sources: World Bank database, UNDP-HDR, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
MUNICIPALITIES (COMMUNES) 7 REGIONS (REGIONS) AND THE
WITH 52 URBAN AND 213 RURAL URBAN COMMUNITY OF NIAMEY
AVERAGE MUNICIPAL SIZE: (COMMUNAUTE URBAINE DE NIAMEY]

72 075 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Niger is a unitary country with a two-tiers system of decentralization, comprising 265
municipalities, among which 52 urban municipalities and 213 rural, and 8 Regions, including the urban community of Niamey. The
cities of Maradi, Zinder and Tahoua also have a special status of Urban Communities (communautés urbaines) due to theirimportance
as urban centers, however, unlike Niamey they are not considered as being of both municipal and regional level. They all gather 15
sub-municipalities (arrondissements). Niger also accounts 63 departments, which are intermediary subnational entities between
the regions and the municipalities. However as their executive is directly appointed by the central government, they couldn’t be
considered as decentralized units, but as deconcentrated administrative units in the western definition of decentralization. As for
the municipalities and regions, they have both elected executives and local bodies. In addition, the 2002 Law on local governments
provides for the inclusion of traditional authorities in the definition of local institutional development plans. Decentralization was
the result of the National conference of 1991. 2010 coup opened a transition period were local bodies were replaced by consultative
commissions comprising local traditional authorities, representatives of deconcentrated administration of local organizations, etc.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. The newly adopted Constitution of Niger consecrated the freedom of administration
and autonomy of local governments, and after the adoption of the local governments code in 2011, elections have been organized
to newly appoint municipal councils, and elect regional councils for the first time after the creation of Regions. The country has
established a National Policy on Decentralization, aiming to improve local democracy and basic public services provision through
the decentralization process. Local governments are responsible for economic development, education, social services and cultural
development on their territory. At the municipal level, they also are in charge of primary health care provision, water provision (both
potable and for agricultural purposes), public safety and justice (for the Regions only).

SUBNATIONAL GOVERNMENT FINANCE

% GENERAL GOVERNMENT % SUBNATIONAL
EXPENDITURE % GDP ‘ (same expenditure category) ‘ GOVERNMENT

TOTAL EXPENDITURE (2013) - - =
CURRENT EXPENDITURE - - -
STAFF EXPENDITURE - - -
INVESTMENT - - -

There is no official statistics on local governments expenditures compared to general government expenditures in Niger, due to the
incomplete definition of responsibilities and functions of levels of government.



EXPENDITURE BY FUNCTION

GENERAL PUBLIC SERVICES
DEFENCE

SECURITY AND PUBLIC ORDER

ECONOMIC AFFAIRS

ENVIRONMENTAL PROTECTION %
HOUSING AND COMMUNITY AMENITIES (NO DATA)
HEALTH

RECREATION, CULTURE AND RELIGION

EDUCATION

SOCIAL PROTECTION

Despite a strong natural resource potential and dynamic economic growth, Niger local investments still very weak. This is the challenge that
strive to meet the Nigerian authorities, which have intensified their investment policy by offering a range of incentives and legal and fiscal
advantages for potential investors. Yet, considering these elements and the limited resources vailable to local governments, the effective
devolution of powers is unfinished in Niger.

REVENUE BY TYPE % GDP ST S
TOTAL REVENUE (2013) 0.6% 2.4% 100%
TAX REVENUE 0.04% - 7.5%
GRANTS AND SUBSIDIES - - -
OTHER REVENUES - - -

As the legal corpus is being finalized and the transfer of resources and responsibilities to local authorities have low effectiveness on the
ground, the sub-national development of the country now depends on central funding, and external resources (budget support loans,
budget support, etc), and the process of fiscal decentralization is being slown down by inadequate human, financial and technical
resources.

TAX REVENUE. Nigerian municipalities and regions both receive a share of national raised taxes. For the municipality, which can also raide
local taxes, shared taxation represent the majority of tax revenue. Shared taxes are : property tax, with 50% being retroceded to the
LGs; business tax, with the total being given to municipalities and regions ; personal income tax (30% to the LGs) ; business licenses tax
(100%) and the mining and petrol tax (15% of the mining and petrol revenues of the state). In adition to these shared taxes, municipalities
may raise a high variety of local taxes. This diversity induces difficulties for the collection of these taxes which thus constitute a limited
resource.

GRANTS AND SUBSIDIES. Due to the lack of resources and increasing needs at the local level, a National agency for local governments funding
(ANFICT) has been recently created to support the LGs in fulfilling their financial needs by mobilizing, managing and distributing resources
to the LGs. It is thus both a decentralization compensation fund, and a perequation fund aiming to enhence the territorial development.
the ANFICT is responsible for allocation of grants, however as explained above, its power still very limited for the moment, and no data are
available at the moment on its activity.

OTHER REVENUES. Due to their limited human and technical capacity, subnational governments in Niger are very limited in their collection of other
sources of revenues.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) . ,

According to the 2002 law on local governments, municipalities and regions are allowed to borrow from credit and financial markets.
The decree 2003-178/PRN of 2003 provides for a set of conditions applied to this ability, the mostimportant being that the loan should
be used to fund investments only, it can be contracted through financial operator or bond issuance or with another LG, long and middle-
term loans do not require a state guarantee; the loan cannot exceed 25 years.

A joint- study of: Sources: Ministére de lintérieur, de la sécurité publique, de la décentralisation et des affaires coutumiéres et
religieuses (MI/SP/D/ACR) - Direction générale de la décentralisation et des collectivités territoriales (DGDCT)
.’ U C LG 0» OECD available on http://decentralisation-niger.org/ * Document cadre de politique nationale de décentralisation, M1/

United Cities SP/D/ACR-DGDCT (2012) <F. Yatta (2013) *UCLG-OECD Survey on fiscal decentralization (2015)

and Local Governments

Publication date: October 2016 With the participation of the French Agency for Development Office in Niger
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Income group - LOWER MIDDLE INCOME  Local currency - Nigerian naira (NGN)

POPULATION AND GEQGRAPHY ECONOMIC DATA

&0 AREA: 923 773 km? GDP: 1 049.1 billion (current PPP international dollars) r.
i.e. 5911 dollars per inhabitant (2014) :

POPULATION: 177,475 million inhabitants (2014),

. REAL GDP GROWTH: 6.3% (2014 vs 2013
anincrease of 2.70% per year (2010-14) b (20145 2013)

UNEMPLOYMENT RATE: 4.8% (2014)

DENSITY: 192 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 4 956 (BoP, current
USD millions, 2014)

URBAN POPULATION: 47.7% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 15.8% of GDP (2014)
CAPITAL CITY: Abuja (1.3% of national population) HUMAN DEVELOPMENT INDEX: 0.514 (low), rank 152

Source: World Bank, UNDP, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
LOCAL GOVERNMENTS 36 STATES + THE FEDERAL
AVERAGE MUNICIPAL SIZE: CAPITAL TERRITORY

229 295 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Nigeria is a federal country with a three-tier subnational government system, made of 36
States, one Federal Capital Territory and 774 Local Governments. Fiscal federalism as enshrined in the 1999 Constitution of the Federal Republic of
Nigeria. Back in 1914 the Northern and Southern protectorates of Nigeria were amalgamated, under a unitary political administration, with powers
being shared between the Governor-General head of the Central government, and the Lieutenant Governors heading the governments of Northern
and Southern Protectorates. In 1946, under the British colonial administration, three provinces were created out of the Northern and Southern
Protectorates, institutionalizing the current federal government system. The Macpherson Constitution of 1951 reinforced federalism in Nigeria,
appointing governors at the head of these 3 regions, and the Lyttelton Constitution of 1954 granted legislative power to legislative and executive
councils, making the constitutional status of federal and state governments clear and distinct. A Supreme Court is in charge of handling conflicts
between central and regional governments. Until now, the1979 constitution and the current 1999 constitution failed to provide the necessary
constitutional backing and legal framework to operationalise local governments as a third-tier of the federation, even though they arein theory a unit
of government with defines powers and authority. Despite theirimportance (some local governments’ population exceeds 1 million inhabitants) they
remain an appendage of state government which have absolute discretion over their creation and their operational autonomy. The creation of the
State Joint Local Government Account (SJLGA) by the1999 constitution undermined their role further.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. The federal regions own and manage their resources. They equally take charge of all residual

matters that affect the regions, while the federal government takes charge of few exclusive matters of national interest such as: defense, foreign
policy, currency regulations etc. The 1999 constitution sets out the following functions of local government in Nigeria: provision and maintenance of
health services; agricultural and national resource development; provision and maintenance of primary, adult and vocational education; and other
functions as may be conferred on it by the state house of assembly. No constitutional distinction exists between rural and urban local governments.
Due to the intervention of military power in government, Nigeria does not fully operate according to a federal system of government. The regional
states rely heavily on the federal government and the relationship between the two levels remains one-sided. Recently, state governors demanded for
a paradigm shiftin the national practice of federalism, and for dual sovereignty between federal and federating states.

EXPENDITURE % GOP e dtine sty i
SUBNATIONAL DATA |:| LOCAL DATA ONLY

TOTAL EXPENDITURE (2013) 5.3% 2.1% 38.1% 16.3% 100% 100%

CURRENT EXPENDITURE 2.6% 1.7% - - 48.9% 81.5%

STAFF EXPENDITURE 1.1% 1.2% 23.5% 27.9% 21.0% 58.0%

INVESTMENT 2.7% 0.4% 62.5% 9.7% 51.1% 18.5%

State governments have a large discretionary power over the use of their revenues, and are responsible for a relatively high share of public
expenditures (38.1%), in particular regarding investment expenditures (62.5%). On the other hand, because of the lack of effectiveness of the
transfer system through the SJLGA, local governments are relatively ineffective, and their room for manoeuvre on spending are very limited.
As a result, most of their expenditures relate to current expenditures (81.5% of local expenditures).



EXPENDITURE BY FUNCTION

12.2

GENERAL PUBLIC SERVICES

DEFENCE 1.4
SECURITY AND PUBLIC ORDER 5.4
ECONOMIC AFFAIRS

ENVIRONMENTAL PROTECTION
HOUSING AND COMMUNITY AMENITIES
HEALTH

RECREATION, CULTURE AND RELIGION
EDUCATION

(NO DATA)
SOCIAL PROTECTION 126
State governments expenditures are mainly concentrated in the sectors of general public services and administration; economic affairs including
primarily agriculture, road maintenance and transportation; education; and to a lesser extent housing and community utilities and health. Thereis no
official data on local governments’ functional classification of expenditures.

32.2

6.1

%

SUBNATIONAL

%

LOCAL

% SUBNATIONAL
GOVERNMENT

% GENERAL GOVERNMENT
(same revenue category)

SUBNATIONALDATA | | LOCAL DATA ONLY

REVENUE BY TYPE % GDP

TOTAL REVENUE (2013) 4.9% 2.1% 40.0% 18.4% 100% 100%
TAX REVENUE 0.8% 0.03% = - 15.3% 1.6%
GRANTS AND SUBSIDIES 3.7% 1.7% = - 74.3% 82.4%
OTHER REVENUES 0.5% 0.1% = - 10.4% 6.0%

In Nigeria, most resources are owned and managed by the federal government, and almost all states and local governments rely on allocations
or shares from federal revenues. Around 75% of federal revenues are derived from oil and gas, making all three tiers of governments vulnerable
tointernational fluctuations. Besides, since 2000, each state maintains a special account, the State Joint Local Government Account, gathering
funds from the Federation Account and from the government of the state that is to be used to pay all allocations to local government councils.
Yet this system is not operating well and funds rarely reach local governments.

TAXREVENUE. For the most part, the Federal government has control over setting tax bases and tax rates. Besides, the major part of federal revenues
is collected, pooled and then being allocated and shared within state and local governments. Main shared taxes are: company and personalincome
tax, value-added tax, petroleum profit tax.

GRANTS AND SUBSIDIES. Section 162 of the Constitution provides for the funding of local councils through the Federation Account, managed by the State
Joint Local Government Account. The 1999 constitution further empowers the Revenue Mobilisation Allocation and Fiscal Commission (RMAFC) to
allocate revenue to the three tiers of government. Yet in practice, state governments have taken over most local government functions in order to
justify spending funds earmarked for councils in the Joint Revenue Account, and funds from the Federation Account channelled often are credited to
State governments and do not reach local level. Most grants are unconditional grants.

OTHER REVENUES. State governments and local governments can perceive other sources of revenues to compensate for their lack of autonomy over transfer
revenues. These revenues are mainly fees and charges on public services, such as, for federal governments: stamp duties, gambling taxes, road taxes,
business registration fees, street naming registration fees, etc; and regarding local governments: motor park levies, domestic animal license fees,
cattle tax, radio and television license fees, marriage and death registration fees, etc.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT

SUBNATIONAL DATA | | LOCAL DATA ONLY
OUTSTANDING DEBT (2013) 2.5% - 19.8% -

Recently, due to the lack of state own revenues other than monthly allocation of oil and gas revenues from the National government (which
have declines sharply), Nigerian federal governments’ debt has steadily grown, to 2.5% of GDP in 2013, and keeps rising. Besides, a large
amount of government borrowingis in the form of high interest loans from domestic banks, and has been done to cover operating expenditures
such as salary costs. Subnational debt is highly concentrated within a few States: Lagos State at the top, followed by Kaduna, Cross River and
Ogun, which account for about 51 percent of the 36 states’ total external debtin 2016. Therefore, prudential measures are being taken: Loans
taken must be tied to specific projects and closely monitored, and according to the Fiscal Responsibility Commission (FRC) Act, the states
should also adhere to the three percent ceiling in relation to their total annual revenue.

Ajoint- study of: Sources: FDA and LGA Finance Statistics of Nigeria, 2016 Central bank of Nigeria Data and Statistics® E.N
Thom-otuya, Nigeria's Federalism: an Exploration of Its Dilemma, IISTE, Working Vol.3, No.5 (2013) e Local

UCLG 0» OECD governmentadministration in Nigeria: the search for relevance, Commonwealth Journal of Local Governance 2015,

" vt 18: 4850, - http://dx.doi.org/10.5130/cjlg.v0i18.4850 * Local Government Finance in Nigeria: Challenges and
i Focat Governments Prognosis for Action in a Democratic Era (1999-2013), Journal of Good Governance and Sustainable Development

in Africa, Vol. 2, No 1 (2014) *Annual Report and Statement of Accounts, Debt Management Office of Nigeria
(2015) *IMFWorld Economic Outlook (WEQ), October 2015  From Oil to Cities: Nigeria’s Next Transformation, The
Publication date: October 2016 World Bank (2016)
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‘UNITARY CO n

Income group - LOW INCOME Local currency - Franc CFA ((XOF)

POPULATION AND GEQGRAPHY ECONOMIC DATA

AREA: 196 722 km? GDP: 34.2 billion (current PPP international dollars)
i.e. 2 333 dollars perinhabitant (2014)

POPULATION: 14.7 million inhabitants (2014),

. REAL GDP GROWTH: 4.7 % (2014 vs 2013
anincrease of 3.2 % per year (2010-14) 4:7% ( )

UNEMPLOYMENT RATE: 9.7 % (2014)

DENSITY: 75 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 343 (BoP, current USD
millions, 2014)

URBAN POPULATION: 43.7 % of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 26.05% of GDP (2014)

CAPITAL CITY: Dakar (23.1% of national population) HUMAN DEVELOPMENT INDEX: 0.466 (low), rank 177
Sources: World Bank database, UNDP-HDR, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
MUNICIPALITIES DEPARTMENTS REGIONS (REGIONS)
(COMMUNES) (DEPARTEMENTS)
AVERAGE MUNICIPAL SIZE:

26 677 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Senegal is a unitary country with a three-tier decentralization system. Decentralization
in Senegal started in the 19th under the former colonial system with the creation of the City of Saint-Louis. The actual framework of
governance results from the legislation implemented in 1996 with the creation of the Local Governments Code and the transfer of
powers to subnational level of governments. Local governments autonomy has then been strengthened by the 2001 Constitution.
Municipalities also have the possibility to form grouping of LGs, such as Dakar urban community (Communauté Urbaine de Dakar).
The Senegal now accounts 14 regions divided into 45 departments comprising 550 municipalities (151 urban, 353 rural, 46 urban
sub-districts), all of the local governments being administered by directly elected bodies, among which the head of executive is
nominated. Besides, the State has built a deconcentrated administration system relying on the regions and departments. A Third Act of
decentralization was launched in 2014 which reinforced the municipalities and extended this status to all local towns, including the most
rural ones, and has given the departments a status of decentralized entity. The second part of this third Act of decentralization will aim to
empower the departments by allowing them to raise taxes at their level, extending the LGs areas of competences, reforming the grant and
subsidies system and creating synergies between the three tiers of government.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Local governments have been devolved 9 areas of competences by the law of 1996:
land registry; natural resources management and environment ; health and social care ; education ; culture, sport and recreation ;
planning and territorial development ; urban planning and housing. State institutions keep a large share of responsibility for the
provision of infrastructure and services, although the local governments’ prerogatives have particularly been increased over the last

decade.
SUBNATIONAL GOVERNMENT FINANCE
% GENERAL GOVERNMENT % SUBNATIONAL

EXPENDITURE % GDP ‘ (game expenditure category) ‘ oGOVERNMIENT
TOTAL EXPENDITURE (2013) 1.7% 5.9% 100%
CURRENT EXPENDITURE 1.2% - 74.0%
STAFF EXPENDITURE 0.4% 5.8% 23.4%
INVESTMENT 0.4% 3.8% 26.0%

In 2013, the expenditures of local governments in Senegal have increased since 2012. The largest share of expenditures went to
current expenditures (74% of subnational expenditures) against capital expenditures (26% of subnational expenditures and 0.4%
of national GDP).



EXPENDITURE BY FUNCTION

GENERAL PUBLIC SERVICES
DEFENCE

SECURITY AND PUBLIC ORDER

ECONOMIC AFFAIRS

ENVIRONMENTAL PROTECTION %
HOUSING AND COMMUNITY AMENITIES (N0 DATM)
HEALTH

RECREATION, CULTURE AND RELIGION

EDUCATION

SOCIAL PROTECTION

Laws on decentralization provide for the State to transfer concomitant resources to the transfers of competences, so as to allow the local
governents to fulfill their devolved duties.Expenditures are mainly dedicated to general public services, followed by education, youth, sport
and education, and health and hygiene.

REVENUE BY TYPE ST e
TOTAL REVENUE (2012) 1.9% 7.7% 100.0%
TAX REVENUE 0.5% 2.8% 28.2%
GRANTS AND SUBSIDIES 0.6% - 30.0%
OTHER REVENUES 0.8% - 41.8%

Subnational revenues in Senegal reach 7.7% of total public revenues, which is relatively high compared to other low-income countries.
Yet it represents barely 1.9% of the GDP and remains low compared to the needs. Subnational revenues are divided between tax
revenues, grants and other revenues, but are very unbalanced between Dakar and the other municipalities.

TAX REVENUE. The regions do not have taxation powers, unlike the municipalities, which can raise a high diversity of local taxes : direct
taxes (fisal minimum tax, business tax, tax on property) ; and additional percentage tax perceived through the national taxation. In
general, subnational revenues have slightly increased (0.6%), after having decreased in 2012. It must be noted thatin 2013, 70% of tax
revenues had been realized in the Dakar region. Taxation in local governments is managed by the central State, whiwh is responsible for
ta collection, and tax rates and bases are setting by the law.

GRANTS AND SUBSIDIES. Central governments provides several subsidies to the local governments. The decentralization allocation fund
(FDD) aims to compensate for the expenditures induce by the transfer of competences, and is dedicated to the funding of operating
expenditures. The 2007 law states that the fund should represent 3.5% of VAT. Its allocation is based on the costs of transferred
responsibilities and on the current costs of local administrations. The local government investment fund (FECL), created in 1977,
is a capital grant dedicated to the enhancement of LGs investment capability. Its size depends on a percentage of the VAT (around
2%) decided into the annual budget law. Its recipient are the oerall subnational governements, and the special purposes investment
programmes. These grants represents a relatively modest share of LGs revenue, as notall the competences assigned to local governments
have been effectively devolved to them.

OTHER REVENUES. Municipalities are also allowed to levy revenues from municipal property ; and for the use of public spaces, e.g. covered
market places, road occupancy fees, ect. Charges for municipal public services or fines are another source of revenue.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

Senegalese local governments are authorized to borrow and issue bonds, on domestic and foreign markets, with approval of the central
government and after an examination of their financial capabilities.

Ajoint- study of: Sources: A.Piveteau(2005), DécentralisationetdéveloppementlocalauSénégal. Chroniqued’uncouplehypothétique,

Revue Tiers Monde (n° 181) ¢ B.Dafflon, T. Madies (2013), The local government financing system in Senegal, in

f UCLG 0» OECD “The political economy of decentralization in sub-saharan Africa. A new implementation model in Burkina Faso,

United Cities Ghana, Kenya and Senegal”, Agence Francaise de Développementand the World Bank * Ministére de la gouvernance

and Local Governments locale, du développement et de 'aménagement du territoire *Introduction to the debate on public bugeting,

Document de Programmation budgétaire et économique pluriannuelle 2015-2017, Ministry of Economy and
Finances (2014)

Publication date: October 2016
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Income group - UPPER MIDDLE INCOME  Local currency - Rand (ZAF)

POPULATION AND GEOGRAPHY ECONOMIC DATA ,
| AREA: 1219 090 km? GDP: 704.7 billion (current PPPinternational dollars) i
i.e. 13 049 dollars per inhabitant (2014) :

POPULATION: 54.001 million inhabitants (2014),

. REAL GDP GROWTH: 1.5% (2014 vs 2013
anincrease of 1.5% per year (2010-14) b )

UNEMPLOYMENT RATE: 24.9% (2014)

DENSITY: 44 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 5 741 (BoP, current
USD millions, 2014)

URBAN POPULATION: 64.3% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 20% of GDP (2014)

CAPITAL CITY: Pretoria (administrative capital - 3.75% of national po- R
pulation), Cape Town (legislative capital - 6.82%) and Bloemfontein HUMAN DEVELOPMENT INDEX: 0.666 (medium), rank 116
(judicial capital - 0.93%)

Sources: World Bank, UN World Urbanisation Prospects, http://publications.europa.eu

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
8 METROPOLITAN MUNICIPALITIES (CATEGORY A) PROVINCES

226 LOCAL MUNICIPALITIES (CATEGORY B)
A4 DISTRICT MUNICIPALITIES (CATEGORY C)

MAIN FEATURES OF TERRITORIAL ORGANISATION. South Africa is a quasi-federal country as it is a unitary state with federal tendencies
and specific governance arrangements, based on a system of co-operative governance. Following the adoption of the 1993 Interim
Constitution, the number of provinces increased from four to nine. The integration process also resulted in a drastic reduction of
municipalities from more than 1 000 before 1990 to 830 just after 1993 and further down to 278 following the 2011 municipal elections.
Metropolitan municipalities (category A) are found in urban areas and have a single-tier form. The other local governments are found
in areas which are primarily rural and have a two-tier organisation: district municipalities (category C), the main division of provinces,
which arein turn subdivided into local municipalities (category B). The latter share authority with the district municipality under which
they fall. Metropolitan and local municipalities are also divided into wards (4 277 as of 2011), with each ward electing a councillor to
the municipal council.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Provinces: social services (education, health and social development including
housing), economic functions (agriculture and roads) and provincial governance and administration (legislature, provincial treasury,
local government and human settlements). Municipalities: basic services (water and sanitation, electricity distribution, refuse
removal), storm water management, municipal transport and roads, community services (parks, sport and recreation, street lighting).
Local and provincial governments provide free or subsidised services for poor households.

EXPENDITURE % GDP Gamecxpendirecseson) | GOVERNMENT
SUBNATIONALDATA [ | LOCAL DATA ONLY

TOTAL EXPENDITURE (2013) 21.4% 8.8% 49.4% 20.4% 100% 100%

CURRENT EXPENDITURE 19.0% 7.4% S - 88.9% 83.1%

STAFF EXPENDITURE 9.6% 2.1% 65.4% 14.0% 44.8% 23.2%

INVESTMENT 2.4% 1.5% 71.4% 44.8% 11.1% 16.9%

Following the significant decentralisation process undertaken with the Constitution (of 1996), SNGs have become key economic and social
actors, reflected by the level of their expenditure in GDP and public spending, which is well above the OECD average (being at the level of
countries such as the USA, Germany or Spain). SNGs employ a large share of public staff, especially in the provinces, and are key investors,
both at provincial and municipal levels.



EXPENDITURE BY FUNCTION
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Atthe subnational level, the main spending items are education, economicaffairsand transport, health and general publicservices. Health, education,
and social development services account for over three-quarters of provincial spending. These are labour-intensive services and as a result, around
60% of provincial budgets are allocated to employee compensation.

% SUBNATIONAL
GOVERNMENT

% GENERAL GOVERNMENT
(same revenue category)

SUBNATIONALDATA | | LOCAL DATA ONLY

REVENUE BY TYPE % GDP

TOTAL REVENUE (2013) 20.8% 8.2% 56.5% 22.1% 100% 100%
TAX REVENUE 1.5% 1.3% 5.3% 4.4% 7.4% 15.4%
GRANTS AND SUBSIDIES 14.9% 2.6% = - 71.3% 31.8%
OTHER REVENUES 4.4% 4.3% - - 21.3% 52.9%

TAX REVENUE. Provinces are allowed to raise certain taxes, levies and duties but their ability to do so is very limited. The bulk of their tax
revenue comes from motor vehicle licences and casino taxes. Municipalities collect local taxes and exercise total control over their tax
base. The principle tax is property rates (reformed in 2014. NB. District municipalities do not collect property rates), with significant
disparities in municipal tax bases.

GRANTS AND SUBSIDIES. Transfers to provinces and local governments are made through the equitable share and conditional grants:

- Equitable shares are determined by formulas that take into account demographicand developmental factors. They represent 80% of provincial
transfers and around 45% of municipal transfers, but are higher in rural municipalities which have lower tax revenue raising potential.

- Conditional grants are designed to achieve specific objectives, and provinces and municipalities must fulfil certain conditions to receive them.
Almost half of municipal conditional grants are targeted at municipal infrastructure with 25% going to “Urban settlements development”
and 16% for public transport infrastructure. Main conditional grants in the provinces, are targeted at human settlements development,
comprehensive HIV and Aids, national tertiary services (hospitals), provincial roads and education.

OTHER REVENUES. Municipalities raise an important share of their revenue in the form of charges, in particular user charges for water, sanitation,
electricity and refuse removal services. The share of these revenues is low in rural and poor municipalities.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT

SUBNATIONALDATA || LOCAL DATA ONLY
OUTSTANDING DEBT (2013) 4.8% 4.8% 9.3% (est) 9.3% (est)

Provinces are not allowed to incur debt - or only in small amounts. Section 230 of the Constitution empowers municipalities to borrow,
while the 2003 Municipal Finance Management Act regulates such powers. They can borrow from credit markets to fund capital
expenditure (golden rule). In 2013, loans and bonds represented respectively 35% and 10% of SNG outstanding debt while commercial
debts (“other accounts payable”) accounted for 53% of SNG debt. In 2004, the City of Johannesburg was the first South African
metropolitan city to enter the bond market, followed by the City of Cape Town in 2008 and, most recently, by Ekurhuleniin 2010.

Ajoint- study of: Sources: OECD calculations based on IMF Government finance statistics 2014 * South African Reserve Bank
Budget Reviews of the South Africa National Treasury in particular 2015 Budget review < http://www.gov.

.’ UCLG 0» OECD za/about-government/government-system/local-government ¢ Johan van den Heever and Michael Adams
United Cities (2014), Improving public sector debt statistics in South Africa * Thomas A. Koelble & Andrew Siddle (2014)

and Local Governments Decentralization in Post-Apartheid South Africa, Regional & Federal Studies ¢ Financial and Fiscal Commission
(2012), Report on the Local Government Fiscal Framework Public Hearings: Sustaining Municipal Finance:

Making Local Government Work.

Publication date: October 2016



AFRICA

Income group - LOW-INCOME Local currency - Tanzanian shilling (TZS)

POPULATION AND GEOGRAPHY ECONOMIC DATA
| AREA: 947 300 km? GDP: 127.7 billion (current PPPinternational dollars)
o i.e. 2 514 dollars perinhabitant (2014)

POPULATION: 50.8 million inhabitants (2014),

. REAL GDP GROWTH: 7.0% (2014 vs 2013
anincrease of 3.2% per year (2010-2014) b (2014 s )

UNEMPLOYMENT RATE: 3.1% (2014)

DENSITY: 54 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 2 045 (BoP, current
USD millions, 2014)

URBAN POPULATION: 31.6% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 31% of GDP (2014)
CAPITAL CITY: Dodoma (0.45% of national population) HUMAN DEVELOPMENT INDEX: 0.488 (low), rank 159

Sources: World Bank, UN World Urbanisation Prospects, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs

160 : : 160

MAINLAND: 38 URBAN COUNCILS AND
109 RURAL COUNCILS
ZANZIBAR: 4 URBAN COUNCILS AND
9 RURAL COUNCILS
AVERAGE MUNICIPAL SIZE:

317 500 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Tanzania is a unitary country with a single level of sub-national governments.
Decentralization by devolution initiatives started in 1982 with the reintroduction of local government administration, and Tanzania is
currently implementing decentralization by devolution through the Local Governments Reform Program (LGRP). Art. 145 and 146 of the
Constitution of the United Republic of Tanzania state categorically that the National Assembly must provide for local government through
legislation. The country is divided between Mainland Tanzania and the archipelago of Zanzibar, which have a separate government.
Local authorities are composed of 118 rural councils and 42 urban councils. There are three types of urban councils (city, municipal
and town councils), and two types of rural councils (district and villages councils). There are neither city councils nor village councils
in Zanzibar. The country is also divided into 30 regions (25 in mainland Tanzania and 5 in Zanzibar), wards, vitongoji and mtaa for
administrative purposes. Local governments are enshrined in the Constitution. All councilors are democratically elected; council
elections are held every five years.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. The specific powers of district and village governments are detailed in the principal
local government acts that have been amended since 1999 as part of the LGRP. Most local authorities” competences are shared with
the central government. These include primary education, primary healthcare, agriculture and livestock, water supply, local road
maintenance. Local authorities” own competences include the establishment and maintenance of recreation grounds, promotion of
public health, the construction of drainage works, the administration of markets, etc.

SUBNATIONAL GOVERNMENT FINANCE, MAINLAND (DATA EXCLUDING ZANZIBAR)

EXPENDITURE Gl st
TOTAL EXPENDITURE (2013) 3.9% 16.6% 100%
CURRENT EXPENDITURE 3.1% - 81.3%
STAFF EXPENDITURE 2.3% 30.8% 59.2%
INVESTMENT 0.7% 20.4% 18.7%

Tanzanian municipalities are in charge of expenditures in public services, including general administration, education, welfare, public
health, housing and town planning, transport, environment, culture and economic affairs.



EXPENDITURE BY FUNCTION
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(NO DATA)

In Tanzania mainland, a large share of local authorities’ expenditure is allocated to education spending and healthcare.

REVENUE BY TYPE Soppl e SENERALGOUERRMRAT | % B
TOTAL REVENUE (2012) 4.7% 21.8% 100%
TAX REVENUE 0.2% 1.8% 5.3%
GRANTS AND SUBSIDIES 4.3% - 90.6%
OTHER REVENUES 0.2% - 4.1%

The three government levels receive their finances from national budget allocations through different ministries. Apart from the national
budget allocations, local governments can raise funds from different sources, including fees (e.g. on forest products), licenses, property
taxes and rents, charges and fines. Generally speaking, the local authorities have a weak revenue base. To strengthen this, the Local
Government Finance Act of 1982 was amended in 1999 to appoint local governments to be licensing for commission agents, manufacturers’
representatives, brokers, travel agents, motor vehicle sales, import trade, regional trade, and companies’ co-operative societies.

TAX REVENUE. Local authorities have the ability to levy the taxes, fees and charges established in the Local Government Finances Act. They
include the council property tax, a tax on crop cession, a tax on forest produce cession, a guest house tax, a service levy, etc, most of them
being difficult to collect. Local governments are not able to create taxes besides those allocated to them by the central government.

GRANTS AND SUBSIDIES. Transfers are the main source of revenues for local governments. Transfers to local authorities include earmarked transfers
for five national policy priority areas education, healthcare, water, roads and agriculture, as well publicadministration. These transfers cover
recurrent expenditures, including salaries and operating expenses; the charges for operating expenses are estimated through a formula.
Most transfers are earmarked for education (around 60%) and healthcare (around 16%); the bulk of recurrent financing is for salaries. 30%
of national revenues from the fuel levy are transferred to local authorities for the maintenance of roads, and local governments also receive
20% of the revenue from land rent. In Zanzibar, local authorities may receive transfers from the Revolutionary Government of Zanzibar, in
the form of conditional grants, block grants, equalisation grants, state support grants, and in addition donor grants.

OTHERREVENUES. Other revenues for localauthoritiesinclude fees for user services (parking, refuse collection, health facilities, etc), administrative
fees (for market stalls, auctions, land surveys, etc), license fees (business and professional licenses for commercial fishing, liquor, etc), fines,
permits (building permits, etc), property income, etc. Local governments are only able to levy fees authorised by legislation from the central
government.

OUTSTANDING DEBT % GDP ‘ % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

Local authorities are able to borrow with the approval of the Ministry of Finance. Currently, the only approved borrowing mechanism
for local authorities is the Local Government Loans Board, a government-supported financial intermediary. They are requested to con-
tribute a minimum compulsory reserve equal to 10% of own-source revenues, which serves as a reserve with the LGLB.

Ajoint- study of: Sources: Local Government Finances Act (1982) ¢ Tanzania Prime Minister Regional Administration and Local

Government Office http://lginf.pmoralg.go.tz, Tanzania Ministry of Finance and Planning http://www.mof.go.tz/

.’ UCLG 0» OECD « V. and S. Yilmaz (2010), Decentralization in Tanzania: an Assessment of Local Government Discretion and

United Cities Accountability, Public Administration and Development Vol. 30, Venugopal ¢ USAID (2010), Comparative

and Local Governments Assessment of Decentralization in Africa:Tanzania In-Country Assessment Report * National Bureau of Statistics:

2012 Population and Housing Census ¢ Commonwealth Local Government Forum (2013), Country Profile: The local
government system in Tanzania © Zanzibar Local Government Bill (2014)

Publication date: October 2016
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Income group - LOW-INCOME Local currency - Franc CFA (XOF)

POPULATION AND GEOGRAPHY ECONOMIC DATA
AREA: 56 790 km? GDP: 10.2 billion (current PPPinternational dollars) r.
o i.e. 1429 dollars per inhabitant (2014)

POPULATION: 7.115 million inhabitants (2014),

. REAL GDP GROWTH: 5.7 % (2014 vs 2013
anincrease of 2.7% per year (2010-14) o )

UNEMPLOYMENT RATE: 7.7 % (2014)

DENSITY: 125 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 292 (BoP, current USD
millions, 2014)

URBAN POPULATION: 40% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 21.3% of GDP (2014)
CAPITAL CITY: Lomé (13% of national population) HUMAN DEVELOPMENT INDEX: 0.484 (low), rank 162

Sources: World Bank Development Indicators, UNDP-HDR, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
MUNICIPALITIES (COMMUNES) PREFECTURES REGIONS
(PREFECTURES) (REGIONS)
AVERAGE MUNICIPAL SIZE:

20 099 INHABITANTS

MAIN FEATURES OF TERRITORIAL ORGANISATION. Togo is a unitary state with a three-tier structure of decentralized governance. Frist tier
of local government comprises 354 municipalities among which 21 urban units, and 333 rural. Second tier of subnational government
is constituted by 30 prefectures, which gather several municipalities. The prefectures are the divisions of the 6 regions of the country,
with the municipality of Lomé also having the status of a region. Regions and prefectures are mainly administrative constituencies of
the state authorities without significant financial means. Decentralization is enshrined in the Constitution of 1992 and is backed by
the 1998 law on decentralization, further amended by the law of 2007. According to the law, each of the local authority is headed by an
elected executive, however, the autonomy of LGs is not fully effective. As of today, head of prefectures (prefets) are directly appointed
by the central government and depend from the Ministry of Interior. Globally, the corpus of texts detailing the implementation of laws
on decentralization have not been taken yet, then undermining local governments autonomy.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. Since the law on decentralization of 13 March 2007, the mandatory responsibilities
currently required of urban municipalities in Togo include provision of basic services for the population and managing the internal
budget and tax administration. The law on decentralization provides for the competences of local governments and include local
developmentand urban planning; housing; supporttothe localeconomy ; potable water provision and distribution; waste management;
public safety ; primary education and primary health care ; sport, culture and tourism ; transport. Each tier is responsible for the
implementation atits level.

SUBNATIONAL GOVERNMENT FINANCE

% GENERAL GOVERNMENT % SUBNATIONAL
EXPENDITURE | | sumenow

TOTAL EXPENDITURE (2013) - - =
CURRENT EXPENDITURE - - -
STAFF EXPENDITURE - - -
INVESTMENT - - -

(same expenditure category)

Most local expenditures go to operating costs, even though local publicinvestmentisin theory set at 20% of local budgets. To increase
accountability in local spending, the political participation of the population is increasing. Budget decisions on expenditures are now
publicly displayed, and public meetings of the municipal council are being organized to discuss budgetary matters.



EXPENDITURE BY FUNCTION
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The uneffective competences and the scarcity of local financial resources have led to a decreasing trend of local capital spendings in the last 10
years, and corresponding decrease in the quality of provision of basic services, such as waste disposal, due to a lack of knowledge and resour-
ces. Therefore, municipalities intervene in priority, depending on the resources at their disposal, in the sectors of waste and sanitation, street
lighting, infrastructures and roads. The sectors of urban planning, education and health remain highly centralized.

REVENUE BY TYPE SECTICTIE | e
TOTAL REVENUE (2012) 0.3% 1.0% 100%
TAX REVENUE - - -
GRANTS AND SUBSIDIES 0.1% - 22.0%
OTHER REVENUES - - -

The Law on decentralization of 2007 has transferred several revenue sources to local governments. Nevertheless, LGs are facing major
difficulties to collect resources they have been assigned, and the State appears to be too weak to properly support its decentralized
units. Taxes and charges are levied arbitrarily rather than based on actual performance.

TAX REVENUE. According to the law, local governments can raise a number of taxes, and set their rates within the limits defined by the law.
The fiscal chain is fully controlled by the central government administration, letting few autonomy to the local authorities. Recently, a few
towns have set up their own tax registers, and thereby have increased their tax revenues by twice or even three times. The tax handbook
improve tax compliance from the citizens through dialogue and transparency.

GRANTS AND SUBSIDIES. Due to the decreasing trend of the State financial resources, subsidies have almost disappeared since 1998. Moreover, the
allocation criteria are not clearly determined. The FACT (Fonds d’Appui aux Collectivités Territoriales) is taking long to be implemented.

OTHER REVENUES. Municipalities have the power to collect fees and charges for public services.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

According to the law, local governments can contract domestic loans, to fund their municipal development plans. One prefectoral and
two municipal development plans have already been drafted.

Ajoint- study of: Sources: Law on decentralization (2007) e Central Bank of West African States (BCEAO) F. Yatta (2013), UCLG
Survey on decentralization *Web portal on decentralization in Togo, CIEDEL ¢ Union of Local Governments in Togo

.’ UCLG 0» OECD on http://www.ucttogo.com/index.php?option=com_content&view=artice&id=297&Itemid=336

United Cities
and Local Governments

Publication date: October 2016



AFRICA

Income group - LOWER MIDDLE INCOME Local currency - Tunisian dinar (TND)

&1 POPULATION AND GEOGRAPHY ECONOMIC DATA ]

AREA: 163 610 km? GDP: 125.8 billion (current PPPinternational dollars) i
i.e. 11 312 dollars per inhabitant (2014) :

POPULATION: 11.116 million inhabitants (2014),

. REAL GDP GROWTH: 2.7% (2014 vs 2013
anincrease of 1.1% per year (2010-14) o )

UNEMPLOYMENT RATE: 15.3% (2014)

DENSITY: 68 inhabitants/km? FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 1 005 (BoP, current
USD millions, 2014)

URBAN POPULATION: 66.6% of national population

GROSS FIXED CAPITAL FORMATION (GFCF): 22% of GDP (2014)

CAPITAL CITY: Tunis (17.8% of national population) HUMAN DEVELOPMENT INDEX: 0.721 (high), rank 96
Sources: OECD, World Bank, UNDP, ILO

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL INTERMEDIATE LEVEL* REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs
162 MUNICIPALITIES REGIONAL COUNCILS*

(COMMUNES) (CONSEILS REGIONAUX)*
AVERAGE MUNICIPAL SIZE:

42 110 INHABITANTS

* Not yet fully self-governing regions but consultative entities attached to “deconcentrated regions” (governorates). However, a decentralisation process is on-going.

MAIN FEATURES OF TERRITORIAL ORGANISATION. Tunisia is a constitutional republic with a two-tier system of local government, composed
of 24 regional councils and 264 municipalities. The regional councils are not yet fully self-governing regions but consultative entities
attached to the 24 State “deconcentrated regions” called “governorates” which are themselves subdivided into 264 delegations.
Governors in the deconcentrated system (walis) are appointed by the central government, and are at the same time presidents of the
regional councils. While governors do not have voting rights in regional councils, in practice their advice tends to be systematically
followed.Following the 2011 January Revolution, a new Constitution cameinto force in Tunisia in January 2014, opening a decentralisation
agenda (article 14, Chapter VII) with a strong commitment towards the empowerment of SNGs. Today, the decentralisation process is
recognised as a fundamental basis for the organisation and distribution of power. It aims to increase political, administrative and financial
competences for elected local and regional governments in order that they become proactive players in planning, implementing and
delivering infrastructure and services at regional and local levels. A draft bill on decentralisation and local elections is being discussed.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. To date, regional councils have very few responsibilities. They elaborate regional
developmentand coordinate national programmes that are decided at ministerial level. Municipalities also have limited responsibilities.
They are responsible for some administrative services, construction and road maintenance, street cleaning and lightning, waste
collection, drainage, environmental protection, urban parks, some cultural and sports facilities, food markets, etc.

SUBNATIONAL GOVERNMENT FINANCE

9 % SUBNATIONAL
EXPENDITURE % GDP ‘ % GENERAL GOVERNMENT ‘ %

(same expenditure category) GOVERNMENT
TOTAL EXPENDITURE (2013) 1.6% 4.3% 100%
CURRENT EXPENDITURE 0.8% - 49.7%
STAFF EXPENDITURE 0.5% 3.7% 29.2%
INVESTMENT 0.8% 30.3% 50.3%

Tunisia is still a centralised state with SNGs playing a minor role in the economy and the provision of public services. Moreover, there
has been a downward trend in the relative weight of municipal expenditure between 2002 and 2012. SNGs also have a minor role in
investment although investment represents half of their budget and 30% of publicinvestment. In fact, SNGs are more “paying agents”,
investing on behalf ministries and specialised agencies under their supervision (“tutelle” structure).



EXPENDITURE BY FUNCTION
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Municipal solid waste and street networks (both construction and maintenance) account for nearly 80% of total municipal spending
(recurrent and capital). Little spending in the area of social protection is decentralised.

REVENUE BY TYPE %5 GOP ST e
TOTAL REVENUE (2012) 2.1% 6.5% 100%
TAX REVENUE 0.4% 2.0% 20.0%
GRANTS AND SUBSIDIES 1.6% - 75.8%
OTHER REVENUES 0.1% - 4.2%

The main source of funding comes from central government transfers which represented 76% of SNG revenue in 2012 while tax and
other non-tax revenues accounted for 24% of SNG revenue. Regional councils have no tax revenue and are mainly funded by transfers.
Animportant reform of subnational finance was undertaken in the framework of the decentralisation process.

TAX REVENUE. Municipal taxes include taxes on industrial and commercial activities (53% of tax revenues), property taxes (rental value tax
on housing paid by owners and the tax on unbuilt land, both representing 15% of tax revenue i.e. less than 0.1% of GDP), hotel tax and
market tax.

GRANTS AND SUBSIDIES. Transfers from the central government to SNGs are organised mostly through the Common Fund for Local Authorities
(Fonds Commun des Collectivités Locales or FCCL), a fund created by the Law 75-36 of May 1975 and funded through the national budget
since 1988 to provide annual general purpose grants to support operating budgets. According to the FCCL law, 82% of FCCL resources
are transferred to SNGs while the remaining 18% is kept as fund reserves. Municipalities receive 86% of SNG share and the regional
councils, 14%. Theallocation to municipalitiesis done annually according to a formula (10% distributed to allmunicipalities; 45%allocated
according to municipal population; 41% allocated according to pastyears’ property tax revenue; 4% aim at equalising municipal revenues).
Other transfers to municipalities include capital transfers to finance investments on a case-by-case basis from sectorial ministries. These
capital grants are also usually linked to municipal borrowing from the Municipal Development Fund (CPSCL, see below).

OTHERREVENUES. Other SNGs revenuesinclude revenue from properties (rents) and from user charges and tariffs (in particular on marketplaces).
Municipalities draw around 10% of their current revenue from municipal property.

OUTSTANDING DEBT % GDP | % GENERAL GOVERNMENT
OUTSTANDING DEBT (2013) - -

In order to finance local investments, municipalities can contract loans from Municipal Development Fund (Caisse des Préts et de
Soutien aux Collectivités Locales, CPSCL), a separate entity under the authority of the Ministry of the Interior and the Ministry of
Finance which provides SNGs with access to credit but also to central government funding for financing municipal investments (loans
and capital grants). Investments projects are analysed from a financial perspective by central authorities before approval.

The financial state of numerous municipalities is considered to of concern, with high levels of outstanding debt resulting both from
the loans contracted from the CPSCL and for non-payments to suppliers. 30 municipalities are in a chronic state of over-indebtedness.

Ajoint- study of: Sources: IMF (2013) Government Finance Statistics ¢ Institut national de Statistiques de la Tunisie (2013)
Annuaire statistique de la Tunisie 2008-2012 * World Bank (2015) Note d’orientation sur le financement des

5. UCLG 0» OECD collectivités locales » World Bank (2014) Program Appraisal Document on a Proposed Loan to the Republic of

United Cities Tunisia for the Urban Development and Local Governance Program e Turki S.Y. and Verdeil E. (2013) La
and tocal Governments décentralisation enTunisie, Lebanese Centerfor Policy Studies * UCLG (2015) Observatory of democraticgovernance
in the Mediterranean, Tunisia ¢ Anja Linder (2013), Key Challenges and Opportunities for Budget Transparency in

Publication date: October 2016 Tunisia, IBP Policy Note ¢ Portail des collectivités locales de Tunisie : http://www.collectiviteslocales.gov.tn.




POPULATION AND GEQGRAPHY

AFRICA

Income group - LOWER MIDDLE INCOME Local currency - Tunisian dinar (TND)

ECONOMIC DATA

AREA: 163 610 km?

POPULATION: 11.116 million inhabitants (2014),
anincrease of 1.1% per year (2010-14)

DENSITY: 68 inhabitants/km?

URBAN POPULATION: 66.6% of national population

CAPITAL CITY: Tunis (17.8% of national population)

Sources: OECD, World Bank, UNDP, ILO

GDP: 125.8 billion (current PPP international dollars)
i.e. 11 312 dollars per inhabitant (2014)

REAL GDP GROWTH: 2.7 % (2014 vs 2013)

UNEMPLOYMENT RATE: 15.3% (2014)

FOREIGN DIRECT INVESTMENT, NET INFLOWS (FDI): 1 005 (BOP, current
USD millions, 2014)

GROSS FIXED CAPITAL FORMATION (GFCF): 22% of GDP (2014)

HUMAN DEVELOPMENT INDEX: 0.721 (high), rank 96

TERRITORIAL ORGANISATION AND SUBNATIONAL GOVERNMENT RESPONSIBILITIES

MUNICIPAL LEVEL

INTERMEDIATE LEVEL*

REGIONAL OR STATE LEVEL TOTAL NUMBER OF SNGs

264 - 24 288

162 MUNICIPALITIES
(COMMUNES)
AVERAGE MUNICIPAL SIZE:
42 110 INHABITANTS

REGIONAL COUNCILS*
(CONSEILS REGIONAUXY*

* Not yet fully self-governing regions but consultative entities attached to “deconcentrated regions” (governorates). However, a decentralisation process is on-going.

MAIN FEATURES OF TERRITORIAL ORGANISATION. Tunisia is a constitutional republic with a two-tier system of local government, composed
of 24 regional councils and 264 municipalities. The regional councils are not yet fully self-governing regions but consultative entities
attached to the 24 State “deconcentrated regions” called “governorates” which are themselves subdivided into 264 delegations.
Governors in the deconcentrated system (walis) are appointed by the central government, and are at the same time presidents of the
regional councils. While governors do not have voting rights in regional councils, in practice their advice tends to be systematically
followed.Following the 2011 January Revolution, a new Constitution came into force in Tunisia in January 2014, opening a decentralisation
agenda (article 14, Chapter VII) with a strong commitment towards the empowerment of SNGs. Today, the decentralisation process is
recognised as a fundamental basis for the organisation and distribution of power. It aims to increase political, administrative and financial
competences for elected local and regional governments in order that they become proactive players in planning, implementing and
delivering infrastructure and services at regional and local levels. A draft bill on decentralisation and local elections is being discussed.

MAIN SUBNATIONAL GOVERNMENTS RESPONSIBILITIES. To date, regional councils have very few responsibilities. They elaborate regional
developmentand coordinate national programmes that are decided at ministerial level. Municipalities also have limited responsibilities.
They are responsible for some administrative services, construction and road maintenance, street cleaning and lightning, waste
collection, drainage, environmental protection, urban parks, some cultural and sports facilities, food markets, etc.

SUBNATIONAL GOVERNMENT FINANCE

EXPENDITURE % GOP e | Mavanan
TOTAL EXPENDITURE (2013) 1.6% 4.3% 100%
CURRENT EXPENDITURE 0.8% - 49.7%
STAFF EXPENDITURE 0.5% 3.7% 29.2%
INVESTMENT 0.8% 30.3% 50.3%

Tunisia is still a centralised state with SNGs playing a minor role in the economy and the provision of public services. Moreover, there
has been a downward trend in the relative weight of municipal expenditure between 2002 and 2012. SNGs also have a minor role in
investment although investment represents half of their budget and 30% of publicinvestment. In fact, SNGs are more “paying agents”,
investing on behalf ministries and specialised agencies under their supervision (“tutelle” structure).



EXPENDITURE BY FUNCTION

GENERAL PUBLIC SERVICES

DEFENCE

SECURITY AND PUBLIC ORDER

ECONOMIC AFFAIRS

ENVIRONMENTAL PROTECTION 0/0
HOUSING AND COMMUNITY AMENITIES (NO DATA)
HEALTH

RECREATION, CULTURE AND RELIGION

EDUCATION

SOCIAL PROTECTION

Municipal solid waste and street networks (both construction and maintenance) account for nearly 80% of total municipal spending
(recurrent and capital). Little spending in the area of social protection is decentralised.

REVENUE BY TYPE %5 GOP ST e
TOTAL REVENUE (2012) 2.1% 