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Financing the localization of SDGs

* SDG 11- identify local governments as critical agents

* Without adequate resources, the potential and capacity of local
governments to deliver is limited

* The challenge: How to equip local government with resources they
need in a way that enhances local autonomy, responsiveness and

accountability



AFRICAN CHARTER ON THE VALUES AND PRINCIPLES
OF DECENTRALISATION, LOCAL GOVERNANCE
AND LOCAL DEVELOPMENT




Financing local government: guiding principles

* Revenue assignment must be informed by expenditure assignment
* A clear assignment of functions to local government
* “Finance follows function”

* National government

* National cohesion, solidarity, equity, equality
» Externalities, redistribution and stabilization
* Lucrative taxes

* Local government
* Local matters — needs and preferences
* Immobile taxes, often minor taxes

* Need to complement local revenues with intergovernmental grants



Own-source revenue

The number of resources which local governments
can raise is an outcome of three factors:

(1) Taxing power
* Does local government have the power to tax?
. Whg has the power to determine the tax rates, tariffs
etc.”

(2) Tax base

* What can local government impose a tax or charges
on?

* Economic activity, consumptions of services, property
etc.

* Who determines the tax base?
* |sthere a tax base? How big or small is it?

(3) Tax effort

* Can local government collect what is due to it?
* Is there political will to collect?
* Is there administrative capacity to collect?
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Alternative revenue sources

* The demands for service delivery and ¢ CEPA strategy guidance note on

development is huge Strengthenmg municipal finance and
e Resources available are often not enough local finance systems (2023):
to meet the need . ;Withbrespect to PPPs, although there
: ave been some positive experiences,
: Wha}t altlemat've sources of re,yenue the evidence especially from developing
can local government tap into: (k:)ountrlesf, is decidedly mlxed.l'jl'hls is I
o . . . ecause tor PPPs to generate better value
Pur:ollc Private Partnerships (PPPs) and for money than strict private-sector
other options provision, they require careful
* Value for money, efficiency, transfer of structuring, which is expensive and
skills etc. requires capacities that do not yet exist in
: : many local governments and
* Status quo in the region municipalities. In poorly regulated
« PPPs are highly regulated contexts, delivering public infrastructure

and services through private finance may

° 1 . .
Few active PPP arrangements also raise the cost of services beyond
* PPPs are not available to some local what low-income populations can

governments afford.”



Balanced Budget

Realistically expected Realistically projected
income expenditure

Owni
revenus

MNational
transfers




LB N cT N
— MNMR

@ i

| ,. P..»H‘L 24 {H‘_H‘Aj
@ KHM

o
=
=

=

=53
=
5=

s
=

=53

E

&=

—_—

=

=n
=
==

_—

==

(=]
-—

[=1
L
=

o

o

a3

a»
=
=

=3

5=
as
L
-
o

@ ETH

« — FED 3 (LhwaA)




Local Government Own Source Revenue

Property taxes

_ Nationally
Service charges collected

revenue

Residents

Local
Accountable government
revenue .

Own source
revenue

Expenditure

Council control




Conclusion

* The localization of SDGs is the way to go

* A working local government is needed to reach the SDG targets and
agenda 2063

* Adequate resourcing of local governments is a must

e A careful balance between own source revenue and
intergovernmental grants is needed

* Good local public finance management
e Accountable, responsive and transparent local government systems



	Financing local government and SDGs
	Financing the localization of SDGs
	African Charter on Decentralisation (2014)
	Financing local government: guiding principles
	 Own-source revenue
	Subnational government revenue in LDCs as a % of GDP and general government revenue (WOFI 2022)
	WOFI (2022) Subnational government revenue in LDCs by category as a % of total SNG
	Borrowing/debt
	Alternative revenue sources
	The budget
	The size of subnational government expenditures in LDCs- WOFI (2022) 
	Local public finance management
	Conclusion

