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Part I: BS in

decentralized

environments:
Limits and challenges



Budget Support in decentralized contexts:
Limits & challenges (1)

The Concept of Budget Support: Look at the whole package:

d  Financial Input

v The transfer of funds to the National Treasury (not into
Sector or SN budget)

d Non Financial Input
v Policy Dialogue
v Capacity Development activities
v Conditions (e.g. agreed actions and results)

Conditionalities & Indicators can only be
focused on the responsibility of CG;



Some limits to the BS modality:

a

BS concentrates staff in
capital Little scope for
getting out of the office
and going to the "field";

Policy Dialogue: A
“virtual” dialogue?
Disconnected from the field?

The « missing middle » of
Service delivery:

How can we capture the
most problematic
downstream questions
relating to service delivery?
(e.g.; Front-line human
resources issues)
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Budget Support in decentralized contexts:
Limits & challenges (2)
What happens at grassroots level?
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Budget Support in decentralized contexts:
Limits & challenges (3)

Different regional seminars on Budget Support organised by EU in
the last years (Hanoi 2007, Bangkok 2008, Jakarta 2010 and
Bangkok 2012): have progressively built a consensus among
participants around the need for EU to provide guidance on the

following topics:

a

ooo

Recognize in the BS guidelines that decentralization is a complex
political process and “a system” with several dimensions, levels and
actors that have to be factored-in the design, implementation and
evaluation of BS operations;

Clarify at what levels and how BS could be decentralized;

Focus on linkages between fiscal decentralization and BS;

Ensure consistency with Agenda for Change by ensuring that BS in
decentralized environments contributes to enhancing citizen demands
and domestic accountability ;

Explore practical ways to apply a mix of modalities in order to combine
support to national policies with specific actions aiming at
empowering local level, which, in turn, helps to increase demand for
services, can feed policy-making and provide evidence for PD
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Budget Support in decentralized context:
Limits & challenges (5)

Explore the possibilities of a well-balanced, coherent
‘mix’ of aid modalities

Combining:

Support to national
policies;

Specific actions aiming
at:

v Empowering local
level ;

v" Feeding policy-
making and;

v" Providing local
evidence for Policy
Dialogue




Budget Support in decentralized contexts:
Limits & challenges (4)

This opens a rather complex set of issues that
touch upon the various dimensions of BS

including :

d type of interlocutors to be involved in PD;

d Accountability lines for the indicators;

d The possible avenues for decentralizing funding ;

d Capacity development of sub national/local
governments;

O  etc



Broadening the scope of the
debate beyond aid modalities:

What do we need to know about
the Local Public Sector in order
to design effective development
interventions
that rely on local country
systems?



Shifting the debate: decentralization as a
development issue

o In many development agencies, decentralization has been
treated as a stand-alone governance topic;

o Decentralization is a means to achieving certain
development objectives, not an end in itself;

o Decentralization Reforms are playing out everywhere in
Africa, Latin America and Asia;

¥

The key question Is not whether a country should
decentralize, but how the local public sector can be

best organized and financed to achieve a
country's development objectives
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Development does not occur at central
government level

< Central Public Sector (MDAs, Parliament) >

The Local Public
Sector )

< Residents, Civil Society and the Private Sector >

The local public sector is the part of the public sector that interacts with residents,
civil society and the private sector. It is where residents and businesses receive services
from the public sector and where citizens interact in a localized manner with
government officials. ]
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We cannot ‘religiously’ focus on
decentralized local governments

< Central Public Sector (MDAs, Parliament) >
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Little or no

data

We need to consider all the different mechanisms that bring the

public sector “close to the people” and achieve development.



What do we need to know about the local
public sector in order to design effective
development interventions? (1)

Q

What is the (organizational and governance)
structure of the public sector?

Who (which level) is responsible for what
functions?

How much is being spent at each local level
(through each different mechanism)?

How are resources distributed across the national
territory?

How effective are local bodies in delivering
public services and/or supporting the achievement
of development outcomes”?
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What do we need to know about the local
public sector in order to design effective
development interventions? (2)

How effective are local bodies in delivering public

services and/or supporting the achievement of
development outcomes?

Determining factors:

Q

Political institutions: authority, autonomy, capacity,
accountability and incentives;

Administrative institutions: authority, capacity, accountability
and incentives;

Fiscal arrangements: authority, autonomy, capacity,
accountability and incentives;

Other factors: local power structures, demand for good
governance, civil society capacity, external donor
iInvolvement, and so on
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Understanding of the local public sector

The Local Public Sector Initiative
Just one example

Launched in December 2010 (USAID, WB, OECD) to advance the
understanding of the local public sector;

Standardized, comparative description of the Local Public Sector

institutions and finances in a country
Components of LPS profile:

— Organizational / governance structure of the public sector

— Functional profile of the public sector (public services and
regulatory functions)

— Fiscal profile of the public sector (expenditures and revenues)

— Institutional profile of the local public sector (political,
administrative, fiscal)




The LPS Country Profile
Is a starting point...

o What is going on within a country’s local public sector?

a Informs basic comparative questions about the Local
Public Sector (e.g., how much does a 'typical’ developing

country spend at the local level? Has this evolved over
time?);

o Provides a starting point for research: exploring linkages
between LPS finances, governance and service delivery
outcomes
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Local Public Sector Fiscal Profile (Sample

E G | K Q
1
2 LOCAL PUBLIC SECTOR FISCAL PROFILE: PUBLIC SECTOR EXPENDITURES
3
4
5 Tanzania Central Direct / Delegated LPS Level 1 LPS Level 2 Total
6 2009-10 Public Sector Central Expend. Regions District/Urban Authorit Public Sector
7
19
20 Total Expenditures (by Functional Classification)
21 |E701 General public services (701) 2,350,561,516,955 22,565,204,995 217,383,502,031 373,889,676,163 2,964,399,900,144
22 |E702 Defense (702) 353,691,540,944 0 0 0 353,691,540,944
23 |E703 Public order and safety (703) 209,989,664,524 151,379,296,535 0 0 361,368,961,059
24 E704 Economic affairs (704 excl 7042) 1,747,501,239,853 0 0 44 620,028,640 1,792,121,268,493
25 E7042 Agriculture, forestry, fishing & hunting (7042) 143,681,825,896 166,410,842,392 0 89,427,602,066 399,520,270,354
26 |E705 Environmental protection (705) 0 0 0 0 0
27 |E706 Housing and community amenities (706 excl 7063) 61,536,960,779 399,280,000 0 0 61,936,240,779
28 E7063 Water supply (7063) 72,751,196,816 106,326,229,444 0 80,733,490,230 259,810,916,490
29 |E707 Health (707) 157,616,264,545 337,081,964,265 52,012,547,863 228,120,514,193 774,831,290,866
30 E708 Recreation, culture, and religion (708) 20,777,045,309 0 0 0 20,777,045,309
31 |[E709 Education (709 excl 7091, 7092) 289,402,645,190 169,977,782,031 0 862,596,267,648 1,321,976,694,869
32 E7091 Pre-primary and primary education (7091) 9,680,988,167 1,286,250,000 0 0‘ 10,967,238,167
33 E7092 Secondary education (7092) 31,238,758,982 0 0 0 31,238,758,982
34 |[E710 Social Protection (710) 40,343,471,990 0 0 0 40,343,471,990
35 Total 5,488,773,119,950 955,426,849,662 269,396,049,894 1,679,387,578,940 8,392,983,598,446
36
37
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Local Public Sector Institutional Profile
(Sample Screenshot)

A B C D E G H
1
2 LOCAL PUBLIC SECTOR INSTITUTIONAL PROFILE: POLITICAL ASPE‘CTS OF THE LOCAL PUBLIC SECTOR
3
4
5 Tanzania LPS Level 1 LPS Level 2
6 2008-10 Regions District/Urban Authc
7
8
9 P1 Subnational political power structures
10 P1.1 Do local jurisdictions have elected local councils ? No council Yes
11 P1.2 Do local jurisdictions have elected political executives? Y No No
12 P1.3 Does the local council approve the budget of the local jurisdictior No Yes
13 P14 What is the subnational power structure? h Strong council
14 P1.5 Is the local executive also chairman of the council? Yes
15 P16 Does the local executive have veto power over council decisions? .. No
16 P17 Can council remove local executive by no-confidence vote? . No
17 P1.8 Do local decisions require higher-level (central) confirmation?  Yes Partially
18 P1.9 Can higher-level remove local executive without judicial intervent Yes Yes
19 P1.10 Can higher-level remove local council without judicial interventio ... Yes
20 P1.11 Can local jurisdictions use legal system against higher-level gave Yes
21
22 P2 Structure and quality of subnational electoral systems
23 P2.1 How are local councilors elected? Direct/FPP (majority)
24 P2.2 How are local political executives elected? Elected by council
25 P23 Month / year of last local elections Oct-10
26 P24 Meonth / year of next local elections (if known) Oct-15
27 P2.5 Are local council elections party-based? A\l Only party-based car
28 P2.6 Are there electoral quotas at the local level for women candidate .. Yes (council only)
29 P2.7 Are there electoral quotas at the local level for minority candidate ... No
30 P2.8 Do recall provisions exist for local elected officials? No
31 P2.9 Are there term limits for locally elected officials? No
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B



LPS Country Profile Pilot Countries

Predominantly
Non-devolved Countries

Afghanistan
Bangladesh
Cambodia
Egypt
Mozambique
Nepal
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Predominantly

Devolved Countries

Nigeria
South Africa
Tanzania
Uganda

Note: Data collected for most recent year available (generally: 2009/10)
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Structure of the public sector: Governance
and functions

Bangladesh Tanzania (Mainland)
Central (1) * Central (1) . Central (1) *

Zila (64) Provinces (11) . ﬁ Regions (21)
Upazila (489) * * Districts (128) Districts (132) * *

Union Parishad (4498) % Municipalities (43) % Villages/ Mtaa (10,500) *

Municipalities & City Corporations
(315)

* Elected local governments * Main public service level

i% Local bodies with advisory councils . .
Control local public service



Local public sector expenditures:
devolved expenditures only
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Local public sector expenditures:
all LPS expenditures
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Green — devolved; Blue — deconcentrated; Red — Other LPS
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Local public sector expenditures:
all LPS expenditures
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Thank you!



